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89THl CONGRESS SENATE 4REPT. 404 

1st Session Part I 

SOCIAL SECURITY AMENDMENTS OF 1965 

JUNE 30 (legislative day JUNE 29), 1965.-Ordered to be printed 

Mr. LONG of Louisiana, from the Committee on Finance, submitted 
the following 

REPORT 

together with 

INDIVIDUAL, ADDITIONAL AND SUPPLEMENTAL VIEWS 

[To accompany H.R. 6675] 

The Committee on Finance, to whom was referred the bill (H.R.
6675) to provide a hospital insurance programn for the aged under 
the Social Security Act with a supplementary health benefits program 
and an expanded program of medical assistance, to increase benefits 
under the old-age, survivors, and disability insurance system, to 
improve the Federal-State public assistance programs, and for other 
purposes, having considered the same, report favorably thereon 
with amendments and recommend that the bill do pass. 



PART I 

I. BRIEF SUMMARY 

The overall purpose of H.R. 6675 is as follows: 
First, to provide a coordinated approach for health insurance and 

medical care for the aged under the Social Security Act by estab­
lishing three new health care programs: (1) a compulsory hospital-
based program for the aged; (2) a voluntary supplementary plan to 
provide physicians' and other supplementary health services for the 
aged; and (3) an expanded medical assistance program for the needy 
and medically needy aged, blind, disabled, and families with dependent 
children. 

Second, to expand the services for maternal and child health, crip­
p led children, child welfare, and the mentally retarded, and to estab-, 
lish a 5-year program of "special project grants" to provide compre­
hensive health care and services for needy children (including those 
who are emotionally disturbed) of school age or preschool age. 

Third, to revise and improve the benefit and coverage provisions and 
the financing structure of the Federal old-age, survivors, and disability 
insurance system by­

(1) increasing benefits by 7 percent across the board with a 
$4 minimum increase for a worker who retired at age 65 or 
older; 

(2) continuing benefits to age 22 for children attending school; 
(3) providing actuarially reduced benefits for widows at age 

60; 
(4) liberalizing the definition of disability, providing disabled 

child's benefits with respect to disability before age 22, providing 
rehabilitation services for disabled workers, and facilitating deter­
minations of disability; 

(5) limiting the duplication of disability benefits and those 
under workmen's compensation; 

(6) paying benefits on a transitional basis to certain persons 
currently 72 or over who are now ineligible; 

(7) increasing the amount an individual is permitted to earn 
without losing benefits; 

(8) amending the coverage provisions by­
(a) including self-employed physicians; 
(b) covering cash tips on a self-employment basis; 
(c) liberalizing the income treatment for self-employed 

farmers; 
(d) improving certain State and local coverage provisions; 
(e) exempting certain religious groups oppose to insur­

ance; 
(9) revising the tax schedule and the earnings base so as to 

fully finance the changes made; and 
(10) making other miscellaneous improvements. 

Fourth, to improve and expand the public assistance programs by­
(1) increasing the Federal matching share for cash payments 

2 
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for the needy aged, blind, disabled, and families with dependent 
children; 

(2) eliminating limitations on Federal participation in public 
assistance to aged individuals in tuberculosis and menltal disease 
hospitals under certain conditions; 

(3) affording the States broader latitude in disregarding cer­
tain earnings in determining need for recipients of public assist­
ance; and 

(4) making other improvements in the public assistance titles 
of the Social Security Act.
 

The scope of the protection provided is broadly as follows:
 
Health insurance and medical carefor the needy 

(1) Basic hospital plan.-It is estimated that approximately 17 
million insured individuals and 2 million uninsured would qualify on 
July 1, 1966. 

(2) Voluntary supplementaryplan.-It~is estimated that of the total 
eligible aged of 19 million, from 80 to 95 percent would participate, 
which would mean approximately 15 to 18 million individuals would 
be involved. 

(3) Medical assistancefor needy.-The expanded medical assistance 
(Kerr-Mills) program is estimated to provide new or increased medi­
cal assistance to about 8 million needy persons during an early year 
of operation. States could, in the future, provide aid to as many as 
twice this number who need help with medical costs. 
Old-age, survivors, and disability insurance 

It is estimated that the number of persons affected immediately by 
the major changes in this title would be as follows:Nubro 

Provision p rsons 
7-percent benefit increase ($4 minimum in primary benefit) --------- 20 000 000 
Reduced age for widows----------------------------------------- 185 000 
Reduction in eligibility requirement for certain persons aged 72 or 

over-------------------------------------------------------- 355, 000 
Modification of definition of disability ------------------------------ 60, 000 
Improvements in benefits for children, total ------------------------ 335,000 

Child's benefits to age 22 if in school -------------------------- 295, 000 
Benefits for children disabled after 18 and before age 22 ---- 20,000 
Broadened definition of child---------------------------------- 20,000 

Liberalization of disability definition, workers and dependents ---- 60,000 
Liberalization of retirement test, persons---------------------------- 50, 000 

Public assistance 
It is estimated that some 7.2 million persons will be eligible for 

increased cash payments under the Federal-State matching programs. 
Moreover, it is estimated that 130,000 agred persons in mental and 
tuberculosis hospitals will potentially be eligible for payments because 
of the removal of the exclusion of these types of institutions from 
matching under the public assistance programs. 



HI. PRINCIPAL PROVISIONS OF THE BILL 

A. HEALTH INSURANCE AND MEDICAL CARE FOR THE AGED 

The committee's bill would add a new title XVIII to the Social 
Security Act providing two related health insurance programs for 
persons 65 or over:

(1) A basic plan in part A providing protection against the 
costs of hosrital and related care; and poiigpo

(2) A vo untary supplementary plan in part B poiigpo 
tection against the costs of physicians' services and other medical 
and health services to cover certain areas not covered by the 
basic plan.

The basic plan would be financed through a separate payroll tax 
and separate trust fund. The plan would be actuarially sound 
under conservative cost assumptions. Benefits for persons currently 
over 65 who are not insured under the social security and railroad 
retirement systems would be financed out of Federal general revenues. 

Enrollment in the supplementary plan would be voluntary and 
would be financed by a small monthly premium ($3 per month 
initially) paid by enrollees and an equal amount supplied by the 
Federal Government out of general revenues. The premiums for 
social security, railroad retirement and civil service retirement bene­
ficiaries who voluntarily enroll would be deducted from their monthly
insurance benefits. Uninsured persons desiring the supplemental plan
would make the periodic premium payments to the Government. 

The committee's bill would also add a new title XIX to the Social 
Security Act which would provide a more effective Kerr-Mills program 
for the aged and extend its provisions to additional needy persons. 
It would allow the States, at their option, to combine with a single
uniform category the differing medica porovisions for the needy which 
currently are found in five titles of the Soia Security Act. 

A description of these three programs follows: 

1. BASIC PLAN-HOSPITAL INSURANCE 

General descrifption.-Basic protection, financed through a separate
payroll tax, would be provided by II.R. 6675 against the costs of 
inpatient hospital services, posthospital extended care services, post­
hospital home health services, and outpatient hospital diagnostic
services for social security and railroad retirement beneficiaries when 
they attain age 65. Benefits for railroad retirement eligibles would 
be financed by the railroad retirement tax out of their trust account if 
certain conditions are met. The same protection, financed from gen­
eral revenues, would be provided under a secial transitional provision
for essentially all people who are now aged 65, or who will reach 65 in 
the near future, but who are not eligible for social security or railroad 
retirement benefits. 

4 
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Eeffective date.-Benefits would first be effective on July 1, 1966, 
except for services in extended care facilities which would be effective 
on January 1, 1967. 

Benefits.-The services for which payment would be made under 
the basic plan include~­

(1) inpatient hospital services for up to 120 days inc, each spell 
of illness. The patient pays a deductible amount of $40 for the 
first 60 days plus $10 a day for any days in excess of 60 for each 
spell of illness; hospital services would include all those ordinarily 
furnished by a hospital to its inpatients; however, payment would 
not be made for private duty nursing or for the hospital services 
of physicians except (1) services provided by interns or residents in 
training under approved teaching programs; and (2) services of 
radiologists, anesthesiologists, pathologists, and physiatrists 
where these services are provided under an arrangement with the 
hospital and are billed through the hospital. Inpatient psychi­
atric hospital service would also, be included, but a lifetime 
limitation of 210 days would be imposed. 

(2) posthospital extended care (in a facility having an arrange­
ment with a hospital for the timely.-transfer of patients and for 
furnishing medical information about patients) after the patient 
is transferred from a hospital (after at least a 3-day stay) for 
up to 100 days in each spell of illness, but after the first 20 days 
of care patients will pay $5 a day for the remaining days of 
extended care in a spell of illness; 

(3) outpatient hospital diagnostic services, with the patient 
paying a %20deductible amount and a 20 percent coinsurance for 
each diagnostic study (that is, for diagnostic services furnished 
to him by the same hospital during a 20-day period); and 

(4) posthospital home health services for uip to 175 visits, after 
discharge from a hospital (after at least a 3-day stay) or extended 
care facility and before the beginning of a new spell of illness. 
Such a person must be in the care of a physician and under a 
plan established by a physician within 14 days of discharge call­
ing for such services. These services would include intermittent 
nursing care, therapy, and the part-time services of a home health 
aide. The patient must be homebound, except'that when certain 
equipment is used, the individual could be taken to a hospital or 
extended care facility or rehabilitation center to receive some of 
these covered home health services in order to get advantage of the 
necessary equipment. 

No service would- be covered as posthospital extended care or as 
outpatient diagnostic or posthospital home health services if it is of 
a kind that could not be covered if it were furnished to a patient in 
a hospital.I 

A spell of illness would be considered to begin when the individual 
enters a hospital or extended care facility and to end when he has 
not been an 'inpatient of a hospital or extended care facility for 60 
consecutive days. 

The deductible amounts for inpatient hospital and outpatient hos­
pital diagnostic services would be increased if necessary to keep 
pace with increases in hospital costs, but no such increase would be 
made before 1968. The coinsurance amounts for long-stay hospital 
and extended care facility benefits would be correspondingly adjusted. 
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For reasons of administrative simplicity, increases in the hospital
deductible will be made only when a $4 change is called for and the 
outpatient deductible will change in $2 stepS.

.Basis of reimbursement.- Payment of bills under the basic plan
would be made to the providers of service on the basis of the "reason­
able cost"incurred in providing care for beneficiaries. 

Admini~stration.-Basicresponsibility for administration would rest 
with the Secretary of Health, Education, and Welfare; however, the 
administration of benefits for individuals under the railroad retire­
ment system would be transferred to the Railroad Retirement Board 
if certain financing conditions are met, as explained under the next,
heading. The Secretary would use appropriate State agencies and 
private organizations (nominated by providers of services) to assist 
in the administration of the program. Provision is made for the 
establishment of an Advisory Council which would advise the Secre­
tary on policy matters in connection with administration. 

Financin~g.-Separate payroll taxes to finance the basic plan, paid
by employers, employees, and self-employed persons, would be ear­
marked in a separate hospital insurance trust fund established in the 
Treasury. The amount of earnings (earnings base) subject to the new 
.payroll taxes would be the same as for purposes of financing social 
security cash benefits. The same contribution rate would apply
equally to employers, employees, and self-employed persons and would 
be as follows: 

Pereent 
1966---------------------------------------------------------- 0. 325
1967-70-------------------------------------------------------- .50 
1971-72-------------------------------------------------------- .55 
1973-75-------------------------------------------------------- .60 
1976-79-------------------------------------------------------- .65 
1980-86 -------------------------------------------------------- 75 
1987 and after -------------------------------------------------- .85 

The taxable earnings base for the health insurance tax would be 
$6,600 a year beginning in 1966. 

The schedule of contribution rates is based on estimates of cost which 
assume that the earnings bise will not be increased above $6,600.

The benefits for railroad retirement eligibles will be financed by
the railroad retirement tax which is automatically increased by the 
operation of this bill. However, the railroad retirement wage base 
(now $450 a month) is not affected by this bill and is not within the 
jurisdiction of this committee. Until an amendment is adopted to 
the Railroad Retirement Tax Act increasing their wage base to an 
amount equivalent to an earnings base of $6,600 per year, the benefits 
of railroad eligibles will be financed by the hospital insurance tax and 
administered by the Secretary of Health, Education, and Welfare;
thereafter the benefits for railroad eligibles will be administered by the 
Railroad Retirement Board. 

The cost of providing basic hospital and related benefits to people
who are not social security or railroad retirement beneficiaries would 
be paid from general funds of the Treasury. 
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2. VOLUNTARY SUPPLEMENTARY INSURANCE PLAN 

General description.-A package of benefits supplementing those 
provided under the basic plan would be offered to all persons 65 and 
over on a voluntary basis. Individuals who elect to enroll initially 
would pay premiums of $3 a month (deducted, where possible, 
from social security or railroad retirement benefits). The Govern­
ment would match this premium with $3 paid from general funds. 
Since the mimimum increase in cash social security benefits under the 
bill for workers retiring or who retired at age 65 or'older would be $4 a 
month ($6 a month for man and wife receiving benefits based on the 
same earnings record), the benefit increases would fully cover the 
amount of monthly premiums. 

Enrollment.-Persons who have reached age 65 before July 1, 
1966, will have an opportunity to enroll in an enrollment period which 
begins April 1, 1966, and shall end on September 30, 1966. 

Persons attaining age 65 subsequent to July 1, 1966, will have en­
rollment periods of 7 months beginning 3 months before the month 
of attainment of age 65. 

In the future, general enrollment periods will be from October 1 to 
December 31, in each even-numbered year. The first such period will 
be October 1 to December 31, 1968. 

No person may enroll more than 3 years after the close of the first 
enrollment period in which he could have enrolled. 

There will be only one chance to reenroll for persons who are in 
the plan but drop out, and the reenrollment must occur within 3 years 
of termination of the previous enrollment. 

Coverage may be terminated (1) by the individual filing notice 
during an enrollment period, or (2) by the Government, for nonpay­
ment of premiums. 

A State would be able to provide the supplementary insurance bene­
fits to its public assistance recipients who are receiving cash assistance 
if it chooses to do so. 

Effective date.-Benefits will be effective beginning January 1, 1967. 
Benefits .- The voluntary supplementary insurance plan would cover 

physicians' services, chiropractic and podriatrists services, home 
health services, and numerous other medical and health services in 
and out of medical institutions. 

There would be an annual deductible of $50. Then the plan 
would cover 80 percent of the patient's bill (above the deductible) for 
the following services: 

(1) Physicians' and surgeons' services, whether furnished in a lios­
pital, clinic, office, in the home, or elsewhere. 

(2) Chiropractors' services. 
(3) Podiatrists' services. 
(4) Home health service (with no requirement of prior hospitaliza­

tion) for up to 100 visits during each calendar year. 
(5) Diagnostic X-ray and laboratory tests, and other diagnostic 

tests. 
(6) X-ray, radium, and radioactive isotope therapy. 
(7) Ambulance services. 
(8) Surgical dressings and splints, casts, and other devices for 

reduction of fractures and dislocations; rental of durable medical 
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equipment such as iron lungs, oxygen tents, hospital beds, and 
wheelchairs used in the patient's home, prosthetic devices (other 
than dental) which replace all or part of an internal body organ; 
braces and artificial legs, arms, eyes, etc. 

There would be a special limitation on outside-the-hospital treat­
ment of mental, psychoneurotic, and personality disorders. Pay­
mnent for such treatment during any calendar year would be limited, 
in effect, to $250 or 50 percent of the expenses, whichever is smaller. 

Administration, by carriers:Basis for reimbursement.- T he Secre­
tary of Health, Education, and Welfare would be required, to the 
extent possible, to contract with carriers to carry out the major admin­
istrative functions relating to the medical aspects of the voluntary 
supplementary plan such as determining rates of payments under the 
program, holding and disbursing funds for benefit payments, and 
determining compliance and assisting in utilization review. No con­
tract is to be entered into by the Secretary unless he finds that the 
carrier will perform its obligations under the contract efficiently and 
effectively and will meet such requirements as to financial responsi­
bility, legal authority, and other matters as he finds pertinent. The 
contract must provide that the carrier take necessar action to see that 
where payments are on a cost basis (to institutional providers of serv­
ice), the cost is reasonable cost. Correspondingly, where payments 
are on a charge basis (to physicians or others furnishing noninstitu­
tional services), the carrier must see that such charge will be reason­
able and not higher than the charge applicable, for a comparable 
service and under comparable circumstances, to the other policyholders 
and subscribers of the carrier. Payment by the carrier for physicians' 
services will be made on the basis of a receipted bill, or on the basis 
of an assignment under the terms of which the reasonable charge will 
be the full charge for the service. In determining reasonable charges, 
the carriers would consider the customary charges for similar services 
generally made by the physician or other person or organization 
furnishing the covered services, and also the prevailing charges in the 
locality for similar services. 

Financing.-Agedpersons who elect to enroll in the supplemental plan 
would pay monthly premiums of $3. Where the individual is currently 
receiving monthly social security, railroad retirement, or civil service 
retirement benefits, the premiums would be deducted from his benefits. 

The Government would help finance the supplementary plan 
through a payment from general revenues in an equal amount of $3 a 
month per enrollee. To provide an operating fund, if necessary, at 
the beginning of the supplemfentary plan, and to establish a contin-
Igency reserve, a Government appropriation would be available (on a 
repayable basis) equal to $18 per aged person estimated to be eligible 
in January 1967 when the supplementary plan goes into effect. 

The individual and Government contributions would be placed in a 
separate trust fund for the supplementary plan. All benefit and 
administrative expenses under the supplementary plan would be paid 
from this fund. 

Premium rates for enrolled persons (and the matching Govern­
ment contribution) would be increased from time to time if program 
costs rise, but not more often than once every 2 years. The premium 
rate for a person who enrolls after the first period when enrollment 
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is open to him or who reenrolls after terminating his coverage would 
be increased by 10 percent for each full 12 months he stayed out of 
the program. 

3. 	 IMPROVEMENT AND EXTENSION OF KERR-MILLAS MEDICAL ASSISTANCE
 

PRO GRAM
 

Purpose and scope.-In order to provide a more effective Kerr-Mills 
medical assistance program for the aged and to extend its provisions 
to additional needy persons, the bill would establish a single and sep­
arate medical care program to consolidate and expand the differing 
provisions for the needy which currently are found in five titles of the 
Social Security Act. 

The new title (XTX) would extend the advantages of an expanded 
medical assistance program not only to the aged who are indigent but 
also to needy individuals in the dependent children, blind, and per­
manently and totally disabled programs and to persons who would 
qualify under those programs if in sufficient financial need. 

Medical assistance under title XIX must be made available to all 
individuals receiving money payments under these programs and 
the medical care or services available to all such individuals must be 
equal in amount, duration, and scope. Effective July 1, 1967, all 
children under age 21 must be included who would, except for age, 
be dependent children under title IV. 

Inclusion of the medically indigent aged not on the cash assistance 
rolls would be optional with the States but if they are included, com­
parable groups of blind, disabled, and parents and children must also 
be included if they need help in meeting necessary medical costs. 
Moreover, the amount and scope of benefits for the medically indigent 
could not be greater than. that of recipients of cash assistance. 

Under the House bill, the current provisions of law in the various 
public assistance titles of the act providing vendor medical assistance 
would have terminated upon the adoption of the new program by a 
State, but in no case later than June 30, 1967. The committee has 
amended this provision so that a State would have the option of con­
tinuing under the vendor medical provisions of existing law or adopt­
ing the new program. 

Scope of medical assistance.-Under existing law the State must 
provide "some institutional and noninstitutional care" under t~he inedi­
cal assistance for the aged program. There are no minimum benefit 
requirements at all under the other public assistance vendor medical 
programs. 

The House bill requires that by July 1, 1967, under the new program 
a, State must provide inpatient hospital services, outpatient hospital 
services, other laboratory and X-ray services, skilled nursing home 
services, and physicians' services (whether furnished in the office, 
the patient's home, at hospital, a skilled nursing home, or elsewhere) 
in order to receive Federal participation. The committee has altered 
this requirement so that it is more appropriate to the groups covered 
in that dental services are required for individuals under the ag-e of 
21 while skilled nursing home services are required for individuals 21 
years of age or older. Coverage of other items of medical service 
would be optional with the States. 

49-463 0-65-pt. 1-2 
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Eligibility.-Improvements would be effectuated in the program 
for the needy elderly by requiring that the States must provide a 
flexible income test which takes into account medical expenses and 
does not provide rigid income standards which arbitrarily deny assist­
ance to people with large medical bills. In the same spirit the bill 
provides that no deductible, cost sharing, or similar charge may be 
imposed by the State as to hospitalization under its program and 
that any such charge on other medical services must be reasonably 
related to the recipient's income or resources. Also important is the 
requirement that elderly needy people on the State programs be pro­
vided assistance to meet the deductibles that are imposed by the 
new basic program of hospital insurance. Also where a portion of 
any deductible or cost sharing required by the voluntary supplemen­
tary program is met by a State program, the portion covered must 
be reasonably related to the individual's income and resources. 
No income can be imputed to an individual unless actually avail­
able; and the financial responsibility of an individual for an applicant 
may be taken into account only if the applicant is the individual's 
spouse or child who is under age 21 or blind or disabled. 

Standardsas to quality of care and safety.-The committee added to 
the provisions of the House bill a requirement that the States include 
in their States plans descriptions of the medical staff utilized and the 
standards for institutions providing medical care and authorized the 
Secretary of Health, Education, and Welfare to promulgate minimum 
standards relating to fire and other hazards for such institutions. 

Increased Federal matching.-The Federal share of medical assist­
ance expenditures under the new program would be determined upon 
a uniform formula with no maximum on the amount of expenditures 
which would be subject to participation. There is no maximum under 
present law on similar amounts for the medical assistance for the aged 
program. The Federal share, which varies in relation to a State's per 
capita income, would be increased over current medical assistance for 
the aged matching so that States at the national average would receive 
55 percent rather than 50 percent, and States at the lowest level could 
receive as much as 83 percent as contrasted with 80 percent under 
existing law. 

In order to receive any additional Federal funds as a result of 
expenditures under the new program, the States would need to con­
tinue their own expenditures at their present rate. For a specified 
period, any State that did not reduce its own expenditures would be 
assured of at least a 5-percent increase in Federal participation in 
medical care expenditures. As to compensation and training of 
professional medical personnel used in the administration of the 
program, the bill would provide a 75-percent Federal share as com­
pared with the 50-50 Federal-State sharing for other administrative 
expenses. 

Administration.-Underthe House bill, the State agency administer­
ing the new program would have to be the same as that administering 
the old-age assistance program (i.e. the welfare agency). The com­
mittee, believing the States should be given more latitude in this 
matter, provided that any State agency may be designated to admnin­
ister the program, as long as t~he determination of eligibility is accom­
plished by the agency administering the old-age assistance program. 

Effective date.-January 1, 1966. 
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4. COST OF HEALTH CARE PLANS 

Basic plan.-Benefits and administrative expenses under the basic 
plan would be about $1.1 billion for the 6-month period in 1966 and 
about $2.4 billion in 1967. Contribution income for those years would 
be about $1.5 and $2.8 billion, respectively. The costs for the un­
insured (paid from general funds) would be about $285 million per 
year for early years. 

Voluntary supplementary plan.-Costs of the voluntary supplemen­
tary plan would depend on how many of the aged enrolled. 

If 80 percent of the eligible aged enrolled, benefit costs (and admin­
istrative expenses) of the supplementary plan would be about $665 
million to $800 million in 1967 and about $910 million to $1.10 billion 
in 1968. Premium income from enrollees for those years would be 
about $555 and $565 million, respectively. The matching Govern­
ment contribution would equal the premiums charged the individual. 

If 95 percent of the eligible aged enrolled, benefit costs and adminis­
trative expenses of the supplementary plan would be about $790 to 
$945 million in 1967 and about $1.08 billion to $1.30 billion in 1968. 
Premium income from enrolles for those years would be about $660 
million and $670 million, respectively. The Government contribu­
tion would equal the premiums charged the individual. 

Public assistance plan.-It is estimated that the new program will 
increase the Federal Government's contribution about $200 million in 
a full year of operation over that in the programs operated under 
existing law. 

B. CHILD HEALTH AND WELFARE AMENDMENTS 

Maternaland child health, crippled children, and child welfare.-The 
House bill would increase the amount authorized for maternal and 
child health services over current authorizations by $5 million for 
fiscal year 1966 and by $10 million in each succeeding fiscal year, as 
follows: 

Fiscal year Existing law Under bill 

1966----------------------------------------------------------------------
1967 ----------------------------------------------------------------------
1968 ----------------------------------------------------------------------
1969 ----------------------------------------------------------------------

$40,000,000 
40,000,000 
45,000,000 
45,000,000 

$49, 000, 000 
50,000,000 
55,000,000 
59.000,000 

1970 and after-------------------------------------------------------------- 50,000, 000 60,000, 000 

The authorizations for crippled children's service under the House 
bill would be increased by the same amounts. The committee has 
added a similiar increase in the authorization for the child welfare 

Thein~creases would assist the States, in these programs, in moving 
toward the goal of extending services with a view of making them 
available to children in all parts of the State by July 1, 1975. 

Crippled children-trainingpersonnel.-The bill would also authorize 
$5 million for the fiscal year 1967, $10 million for fiscal 1968, and 
$17.5 million for each succeeding fiscal year to be for grants to in­
stitutions of higher learning for training professional personnel for 
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health and related care of crippled children, particularly mentally 
retarded children and children with multiple handicaps. 

Health car~efor needy children.- A new provision is added authoriz­
ing the Secretary of Health, Education, and Welfare to carry out a 
5-year. program of special project grants -to provide comprehensive 
health care and services -for. children of school age, or for preschool 
children, particularly in. areas with concentrations of low-income 
families. The grants would be to State health agencies, to the State 
agencies administering the crippled children's program, to any school 
of medicine (with appropriate participation by a school of dentistry),
and any teaching hospital affiliated with such school, to pay not to 
exceed 75 percent of the cost of the project. Projects would have to 
provide screening, diagnosis, preventive services, treatment, correction 
of defects, and aftercare, including dental services, with treatment, 
correction of defects, and aftercare limited to children in low-income 
families. 

An appropriation of $15 million would be authorized for the fiscal 
year ending June 30, 1966; $35 million for the fiscal year ending June 
30, 1967; $40 million for the fiscal year ending June 30, 1968; $45 mil­
lion for the fiscal year ending June 30, 1969; and $50 million for the 
fiscal year ending June 30, 1970. 

The committee has added an amendment which has increased the 
authorization for such grants by $5 million for fiscal years 1968, 1969, 
and 1970 to cover the cost of special project grants to provide health 
services for school and preschool children who are or are in danger of 
becoming -emotionally disturbed. Grants would be made to State or 
local health, mental health, or public welfare agencies, or other public 
or nonprofit private agencies or institutions. The committee amend­
ment would further authorize an appropriation of $500,000 each for 
the fiscal years ending June 30, 1966, and June 30, 1967, for grants for 
studies ofresources, methods and practices for prevention and diag­
nosis of emotional illness in children and for treatment and rehabilita­
tion of emotionally ill children. 

Mental retardation planning.-Title XVII of the act would be 
amended to authorize grants totaling $2,750,000 for each of 2 fiscal 
years-the fiscal year ending June 30, 1966, and fiscal year ending 
June 30, 1967. Thefunds would be available during the 3-year period
Julyl1,1965, to June 30, 1968. The grants would be for the purpose of 
assisting States to implement and followup on plans and other steps to 
combat mental retardation authorized under this title of the Social 
Security Act. 

C. OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROVISIONS 

1. BENEFIT CHANGES 

(a) 	7-percent across-the-board increase in old-age, survivors, and dis­
ability insurance benefits 

The bill provides a 7-percent across-the-board benefit increase, 
effective retroactively beginning with benefits for January 1965, for 
the 20 million social security beneficiaries on the rolls (with a guaran­
teed $4 a month minimum increase for retired workers who are age 65 
or over in the first month for which they are paid the increased benefit). 

Monthly benefits for workers who retire at or after 65 would be 
increased to a new minimum of $44 (now $40) and to a new maximum 
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of $135.90 (now $127). In the future, creditable earnings under the 
increase in the contribution and benefit base to $6,600 a year (now
$4,800) would make possible a maximum benefit of $168.00. 

The maximum amount of benefits payable to a family on the basis 
of a single earnings record would be related to the worker's average
monthly earnings at all earnings levels. Under present law, there is 
a $254 limit on fanilly benefits which operates over a wide range of 
average monthly earnings. Under the bill the highest family maxi­
mum 	would be $368.00. 
(b) 	 Payment of child's insurance benefits to children attending school 

or college after attainment of age 18 and up to age 22 
H.R. 6675 includes the provision adopted by both House and Senate 

last year which would continue to pay a child's insurance benefit 
until the child reaches age 22, provided the child is attending a public 
or an accredited school, including a vocational school or a college, as a 
full-time student after he reaches age 18. Children of deceased,
retired, or disabled workers would be included. No mother's or wife's 
benefits would be payable if the only child in the mother's care is one 
who has attained age 18 but is in school. 

This provision will be effective January 1, 1965. It is estimated that 
295,000 children will be eligible for benefits for September 1965, when 
the school year begins. 
(c) Benefits for widows at age 60 

The bill would provide the option to widows of receiving benefits 
beginning at age 60, with the benefits payable to those who claim 
them before age 62 being actuarially reduced to take account of the 
longer period over which they will be paid. Under present law,
full widow's benefits and actuarially reduced worker's and wife's bene­
fits are payable at age 62. 

This provision, adopted by both Houses of Congress last year, would 
be effective for the second month after the month of enactment. It is 
estimated that 185,000 widows will claim benefits during the first year
of operation under this provision. 
(d) Amendment of disabilityprogram 

(i) Definition of disability.-The bill would eliminate the present
requirement that a worker's disability must be expected to be of long
continued and indefinite duration, and instead provide that an insured 
worker would be eligible for disability benefits if he has been under a 
disability which can be expected to result in death or which has lasted 
or can be expected to last for a continuous period of not less than 12 
calendar months. Benefits payable by reason of this change would 
be paid for the second month following the month of enactment. An 
estimated 60,000 persons-disabled workers and their dependents-
will become immediately eligible for benefits as a result of this change.

(ii) Disability benefits offset prov~ision.-The bill provides that the 
social security disability benefit for any month for which a worker is 
receiving a workmen's compensation benefit will be reduced to the 
extent that the total benefits payable to him and his dependents under 
both programs exceed 80 percent of his average monthly earnings
prior to the onset of disability, but with the reduction periodically
adjusted to take account of changes in national average earnings levels. 
The offset provision will be applicable with respect to benefits payable 
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for months after December 1965 based on applications filed after 
December 1965. 

(iii) Benefits for children disabled before reaching age 22.-The bill 
provides that a child who is disabled before reaching age 22 (rather 
than before age 18 as in present law) would be eligible for disabled 
child's benefits should his parent die, become disabled or retire. The 
mother of the child would also be eligible for benefits so long as she 
continued to have the child in her care. Effective as to benefits for 
the second month following the month of enactment, an estimated 
20,000 persons-disabled children and their mothers-will become 
immediately eligible for benefits as a result of this change. 

(iv) Facilitatingdisability determinations.-The bill authorizes the 
Secretary to make determinations of disabilityr or cessation of disability 
where medical and other information supplied or designated by the 
individual, or evidence of remunerative work activities, indicate 
clearly that the individual is under a disability or that the disability 
has ceased. 

(v) Rehabilitation services.-The bill provides for reimbursement 
from the social security trust funds to State vocational rehabilitation 
agencies for the cost of rehabilitation services furnished to individuals 
who are entitled to disability insurance benefits or to a disabled child's 
benefits. The total amount of the funds that could be made available 
from the trust funds for purposes of reimbursing State agencies for 
such services could not, in any year, exceed 1 percent of the social 
security disability benefits p aid in the previous year. 

(vi) Entitlement to disability benefits after entitlement to benefits 
payable on account of age.-Under the bill, a person who becomes 
entitled before age 65 to a benefit payable on account of old age 
could later, before he reaches age 65, become entitled to disability 
insurance benefits. 

(vii) Allocation of contribution income between OASI and DI trust 
unds.-Under the bill, an additional 0.2 percent of taxable wages and 
0.15 percent of taxable self-employment income would be allocated to 
the disability insurance trust fund, bringing the total allocation to 
0.70 percent and 0.525 percent, respectively, beginning in 1966. 
(e) Benefits to certain persons at age 72 or over 

The committee's bill adopts a provision approved by the House and 
Senate last year, which would liberalize the eligibility requirements by 
providing a basic benefit of $35 at age 72 or over to certain persons with 
a minimum of three quarters of coverage acquired at any time since 
the beginning of the program. in 1937. To accomplish this, a new 
concept of "transitional insured status" is provided. Present law 
requires a minimum of six quarters of coverage in employment or 
self-employment. 

(i) Men and women workers.-Under the "transitional insured 
status" provision a worker could qualify for benefits at age 72 if he 
had one quarter of coverage for each year that elapsed after 1950 and 
up to the year in which he reached age. 65 (62 for women), with a 
minimum of three quarters. Those quarters could have been acquired 
at any time since, the .inception of the program in 1937. Wives of 
workers who qualify under this provision would be eligible for benefits 
if they reached age 72 before 1969. For workers who reached age 65 
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(62 for women) after 1956, the quarters of coverage requirement, 
merges with the. present minimum requirement of six quarters. 

The following table illustrates the operation of the "transitional 
insured status" provision for workers. 

Transitional insured status requirements with respect to workers benefits 

Men Women 

Quarters of Quarters of 
Age (in 1965) coverage Age (in 1965) coverage

required required 

76 or over------------------------- 3. 73 or over------------------------- 3. 
759------------------------------- 4. 72 ------------------------------- 4. 
74 ------------------------------- 5. 7111----------------------1.
 

73 or younger --------------------- 6or more. 70Oor younger --------------------- 6 or more.
 

I Benefits will not be payable, however, until age 72. 

(ii) Widows .- Any widow who attains age 71 in or before 1965, 
if her husband died or reached age 65 in 1954 or earlier, could get a 
widow's benefit when she is aged 72 or over if her husband had at 
least three quarters of coverage. Present law requires six quarters. 
If the husband of such a widow died or reached 65 in 1955, the require­
ment would be four quarters. If he died or reached 65 in 1956, the 
requirement would be five quarters. If he died or reached 65 in 19 57 
or later, the minimum requirement would be six quarters or more, 
the same as present law. 

For widows reaching age 72 in 1967 and 1968, there is a "grading­
in" of the quarters of coverage requirement; which would be four or 
five quarters of coverage, respectively. Widows reaching age 72 in 
1969 or after would be subject to the requirements of existing law 
of six or more quarters of coverage. 

The table below sets forth the requirements as to widows: 

Transitional insured status requirements with respect to widow's benefits 

Proposed quarters required for widow 
Year of husband's death (or Present attaining age 72 in-

attainment of age 65, if earlier) quarters ______________________ 
required 

1966 or before 1967 1968 

1914 or before ------------------------ 6 ------------- 3-------------4------------- 5. 
19155--------------------------------6 ------------- 4------------- 4------------ 1 
1916--- 6-------------- ---------- -----.------------------- 5--
1917 or after-------------------------- 6 or more ---- 6 or more ---- 6 or more ---- 6 or more. 

(iii) Basic ben~efits.-Men and women workers who would be eligible 
tinder the above-described provisions for workers would receive a 
basic benefit of $35 a month. A wife who is aged 72 or over (and who 
attains that age before 1969) would receive one-half of this amount, 
$17.50. No other dependents' basic benefits would be provided under 
these provisions. 

Widows would receive $35 a month under the above-described 
provision. 

These provisions would become effective for the second month after 
the month of enactment, at which time an estimated 355,000 people 
would be able to start receiving benefits. 



16 SOCIAL SECURITY AMENDMENTS OF 1965 

f) Retirement test 
The bill would liberalize the retirement test provision in present 

law under which benefits are decreased in relation to a beneficiary's 
earnings over $1,200 in a year. Under existing law, the first $1,200 
a year is fully exempted, and there is a $1 reduction in benefits for 
each $2 of annual earnings between $1,200 and $1,700 and for each 
$1 of earnings thereafter. Under the bill, the first $1,800 a year 
would be fully exempted and there would be a $1 reduction in benefits 
for each $2 of earnings between $1,800 and $3,000 and for each $1 of 
earnings thereafter. In addition, the amount of earnings a beneficiary 
may have in a month and get full benefits for that month regardless 
of his annual earnings would be raised from $100 to $150. These 
changes are effective for taxable years ending after 1965. 

The bill also exempts certain royalties received in or after the year 
in which a person reaches age 65, from copyrights and patents ob­
tained before age 65, from being counted as earnings for purposes of 
the retirement test, effective for taxable years beginning after 1964. 

For 1966, an estimated 850,000 persons-workers and dependents-
either will receive more benefits under these provisions than they 
would receive under present law, or will receive some benefits where 
they would receive no benefits under present law. 

(g) Wife's and widow's benefits for divorced women 
The committee's bill would authorize payments of wife's or widow's 

benefits to the divorced wife of a retired, deceased, or disabled 
worker if she had been married to the worker for at least 20 years 
before the date of the divorce and if her divorced husband was making 
(or was obligated by a court to make) a substantial contribution to 
her support when he became entitled to benefits, became disabled, or 
died. H.R. 6675 would also provide that a wife's benefits would not 
terminate when the woman and her husband are divorced if~ the marriage 
has been in effect for 20 years. Provision is also made for the reestab­
lishment of benefit rights for a divorced wife, a widow, or a surviving 
divorced wife who remarries and the subsequent marriage ends in 
divorce, annulment, or in the death of the husband. These changes 
are effective for the second month following the month of enactment. 

(h) Continuation,of widow's and widower's insurance benefits after 
remarrmage 

Under present. law, a widow's and widower's benefits based on a 
deceased worker's social security earnings record generally stop when 
the survivor remarries, with the result that some widows who would 
like to remarry do not do so because if they did they would lose their 
social security benefits. The bill provides that benefits would be 
payable to widows age 60 or over and to widowers age 62 or over who 
remarry. The amount of the remarried widow's or widower's benefit 
would be equal to 50 percent of the primary insurance amount of the 
deceased spouse rather than 82% percent of that amount, which is 
payable to widows and widowers who are not remarried. 

(i) Adoption of child by retiredworker 
The bill. would change the provisions relating to the payment of 

benefits to children who are adopted by old-age insurance beneficiaries 
to require that, where the child is adopted after the worker becomes 
entitled to an old-age benefit, (1) the child must be living with the 
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worker (or adoption proceedings have begun) in or before the month 
when application for old-age benefits is filed; (2) the child must be 
receiving one-half of his support for the entire year before the worker's 
entitlement; and (3) the adoption must be completed within 2 years 
after the worker's entitlement. 

(j) Definition, of child 
The bill provides that a child be paid benefits based on his father's 

earnings without regard to whether he has the status of a child under 
State inheritance laws if the father was supporting the child or had a 
legal obligation to do so. Under present law, whether -a child meets 
the definition for the purpose of getting child's insurance benefits based 
on his father's earnings depends on the laws applied in determining 
the devolution of interstate personal property in the State in which the 
worker is domiciled. This provision would be effective for the 
second month after the month of enactment. It is estimated that 
20,000 individuals (children and their mothers) will become immedi­
ately eligible for benefits under this provision. 

2. COVERAGE CHANGES 

The following coverage provisions were included: 

(a) Physicians and interns 
Self-employed physicians would be covered for taxable years ending 

on or after December 31, 1965. Interns would be covered beginning 
on January 1, 1966. 
(b) Farmers 

Provisions of existing law with respect to the coverage of farmers 
would be amended to provide that farm operators whose annual gross 
earnings are $2,400 or less (instead of $1,800 or less as in existing 
law) can report either their actual net earnings or 66% percent (as 
in present law) of their gross earnings. Farmers whose annual gross 
earnings are over $2,400 would report their actual net earnings if over 
$1,600, but if actual net earnings are less than $1,600, they may 
instead report $1,600. (Present law provides that farmers whose an­
nual gross earnings are over $1,800 report their actual net earnings 
if over $1,200, but if actual net earnings are less than $1,200, they 
may report $1,200.) 

(c) Cash tips 
The bill provides that cash tips received by a worker would be 

covered as self-employment income. Effective as to taxable years 
beginning after December 31, 1965. 
(d) State and local government employees 

Several changes made by the bill would facilitate social security 
coverage of additional employees of State and local governments. 
(e) Exemnption of certain religious sects 

Members of certain religious sects who have conscientious objections 
to insurance (including social security) by reason of their adherence 
to the established tenets or teachings of such sects could be exempt 
from the social security tax on self-employment income upon applica­
tion accompanied by a waiver of benefit rights. 

J 
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(f) Nonprofit organizations 
Nonprofit organizations, and their employees who concur, could 

elect social security coverage effective retroactively for a period up to 
5 years (rather than 1 year, as under present law). Also, Wage credit 
could be given for the earnings of certain employees of nonprofit 
organiza~tions who were erroneously reported for social security 
purposes. 
(g) District of Columbia employees 

The bill provides for social security coverage of certain employees of 
the District of Columbia (primarily substitute schoolteachers). 
(h) Ministers 

Social security credit could be obtained for the earnings of certain 
ministers which were reported but which cannot be credited under 
present law. 

3. MISCELLANEOUS 
(a) Filingof proof 

The bill extends indefinitely the period of filing of proof of support 
for dependent husband's, widower's, and parent's benefits, and for 
filing application for lump-sum death payments where good cause 
exists for failure to file within the initial 2-year period. 
(b) Automatic recomputation of benefits 

Under the bill the benefits of people on the rolls would be recom­
puted automatically each year to take account of any covered earnings
that the worker might have had in the previous year and that would 
increase his benefit amount. Under existing, law there are various 
requirements that must be met in order to have benefits recomputed,
including filing of an application and earnings of over $1,200 a year 
after entitlement. 
(c) Military wage credits 

The bill revises thep resent provision authorizing reimbursement of 
the trust funds out of general revenue for gratuitous social security 
wage credits for servicemen so that such payments will be spread
uniformly over the next 50 years. 
(d) Extension of life of applications 

The bill liberalizes the requirement in existing law that an applica­
tion for monthly insurance benefits be valid for only 3 months after 
the date of filing, and for disability benefits 3 months before the 
beginning of the waiting period. The bill would allow an application 
to remain valid up until the time the Secretary makes a final decision 
on the application. 
(e) Overpayments and underpayments 

The bill would make changes in the provisions of law relating to 
overpayments and underpayments to facilitate the recovery of over­
payments and to provide specific authority, lacking in present law, 
for the Secretary to settle all underpayments of benefits. 
(f) Authorizationfor one spouse to cash a joint check 

The bill would authorize the Secretary to make a temporary over­
payment so as to permit a surviving spouse to cash a benefit check 
issued jointly to a husband and wife if one of them dies before the 
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check is negotiated; any overpayment resulting from the cashing of 
the joint check would be recovered. 

(g) Attorney's fees 
The bill incorporates a provision which would permit a court that 

renders a judgment favorable to a claimant in an action arising under 
the social security program to set a reasonable fee (not in excess of 
25 percent of past due benefits which become payable by reason of the 
judgment) for an attorney who successfully represented the claimant. 
The Secretary would be permitted to certify payment of the fee to the 
attorney out of such past due benefits. 
(h) Tax on certain corporations 

The bill provides that when an employee works for a corporation 
which is a member of an affiliated group of corporations and is then 
transferred to another corporation which is a member of such group, 
the total employer social security tax payable by the two corporations 
for the years in which the employee is transferred will not exceed the 
amount that would be paid by -a single corporation. (Under present 
law, such treatment is provided for the employee.) 

(i) Waiver of 1-year marriage requirement 
The, bill provides an exception to the 1-year duration requirement 

as to social security benefits for any widow, wife, husband, or widower 
who was, in the month before marriage, actually or potentially en­
titled to railroad retirement benefits as a widow, widower, parent, or 
disabled adult child. 

4. FINANCING OF OASDI AMENDMENTS 

The benefit provisions of H.R. 6675 are financed by (1) an increase 
in the earnings base from $4,800 to $6,600 effective January 1, 1966, 
and (2) a revised tax rate schedule. 

The tax rate schedule under existing law and the revised schedule 
provided by the House-passed bill and by the committee's bill for 
the OASDI program follow: 

Contribution rates (in percent) 

YerEmployer and employee, each Self-employed 

Present House- Committee Present House- Committee 
law approved bill law approved bill 

bill bill 

1965---- ------------------ 3.625 3.625 3.625 5.4 5.4 5.4 
1966-67-------------------- 4.125 4. 0 3.85 6.2 6.0 5. 8 
1968---------------------- 4.625 4. 0 3.85 6. 9 6.0 5.8 
1969-72----------4.625 4.4 4.45 6.9 6.6 6. 7 
1973 and after---------------- 4.625 4.8 4.9 6.9 7.0 7.0 
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5. ADDITIONAL BENEFIT PAYMENTS IN FIRST FULL YEAR, 1966 

[In millions] 
Total ---------------------------- --- ------------------------ $2, 620 
7-percent benefit increase ($4 minimum in primary benefit) ----------- 1, 470 
Modification of earnings test -------------------------------------- 590 
Reduced benefits for widows at age 60 ------------------------------ 165 
Benefits to persons aged 72 and over with limited periods in OASDI 

employment -------------------------------------------------- 140 
Modification of definition of disability ------------------------------- 40 
improvements in benefits for children, total-------------------------- 215 

Child's benefits to age 22 if in school ---------------------------- 195 
Benefits for children disabled after age 18 and before age 22 ---------- 10 
Broadened definition of child ----------------------------------- 10 

D. PUBLIC ASSISTANCE AMENDMENTS 

1. INCREASED ASSISTANCE PAYMENTS 

The Federal share of payments under all State public assistance 
programs is increased a little more than an average of $2.50 a month 

for- the needy aged, blind, and disabled and an average of about $1.25 
for needy children, effective January 1, 1966. This is brought about 
by revising the matching formula for the needy aged, blind, and 
disabled (and for the adult categories in title XVI) to provide a 
Federal share of $31 out of the first $37 (now twenty-nine thirty-fifths
(29/35) of the first $35) up to a maximnum of $75 (now $70) per month 
per individual on an average basis. The matching formula is revised 
for aid to families with dependent children so as to provide a Federal 
share of five-sixths (5/6) of the first $18 (now fourteen-seventeenths 
(14/17) of the first $17) up to a maximum of $32 (now $30). A pro­
vision is included so that States will not receive additional Federal 
funds except to the extent they pass them on to individual recipients.

Effective January 1, 1966. Cost: About $150 million a year. 

2. TUBERCULAR AND MENTAL PATIENTS 

The House bill removed the exclusion from Federal matching in 
old-age assistance and medical assistance for the aged programs (and
for combined program, title XVI) as to aged individuals who are 
patients in institutions for tuberculosis or mental diseases or who have 

been diagnosed as having tuberculosis or psychosis and, as a result, are 
patients in amedical institution. The House bill requires as acondition 
of Federal participation in such payments to, or for, patients in 
mental and tuberculosis hospitals certain agreements and arrange­
ments to assure that better care results from the additional Federal 
money. The committee has amended this provision so as to make 
the special provisions for Federal participation applicable solely to 
payments for aged persons in mental institutions. The States will re­
ceive additional Federal funds under this prviin only to the extent 
they increase their expenditures for mental health purpses under 
public health and public welfare pro grams. The billa so removes 
restrictions as to Federal matching for needy blind and disabled who 
are tubercular or psychotic and are in general medical institutions. 

Effective January 1, 1966. Cost: About $75 million a year. 
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3. AID TO FAMILIES WITH DEPENDENT CHILDREN IN SCHOOL 

The committee bill extends the optional provision of the States to 
continue making payments to dependent children who have attained 
age 18 but continue in school up to age 21. Present law calls for 
regular attendance at a high school or vocational school. The com­
mittee bill would extend this to attendance at a college or university. 

Effective after enactment. Cost: Negligible. 

4. PROTECTDIE PAYMENTS TO THIRD PERSONS 

The House bill included a provision for protective payments to 
third persons on behalf of old-age assistance recipients (and recipients 
on combined adult program, title XVI) unable to manage their mone y 
because of physical or mental incapacity. The committee bill wou Id 
extend the same provision for protective payments to the programs 
of aid to the blind and aid to the permanently and totally disabled. 

Effective January 1, 1966. 

5. INCOME EXEMPTIONS UNDER PUBLIC ASSISTANCE 

(a) Old-age assistance 
The committee's bill increases earnings exemption under the old-

age assistance program (and aged in combined program) so that a 
State may, at its option, exempt the first $20 (now $10) and one-half 
of the next $60 (now $40) of a recipient's monthly earnings. 

Effective January 1, 1966. Cost: About $1 million first year. 
(b) Aid to families with dependent children 

The committee has added an amendment which allows the State, 
at its option, to disregard up to $50 per month of earned income of 
any three dependent children under the age of 18 in the same home. 

Effective July 1, 1965. Cost: $1.3 million for first full year of 
operation. 

(c) Aid to the permanently and totally disabled 
The committee bill adds an exemption of earnings, at the option 

of the State, for recipients of aid to the permanently and totally 
disabled. As in the case of the aged, the first $20 per month of 
earnings and one-half of the next $60 could be exempted. In addition, 
any additional income and resources could be exempted as part of 
an approved plan to achieve self-support during the time the recipient 
was undergoing vocational rehabilitation. 
(d) Old-age and survivors insurance (retroactiveincrease) 

The bill adds a provision which would allow the States to disregard 
so much of the OASDI benefit increase (including the children in 
school after 18 modification) as is attributable to its retroactive 
effective date. 
(e) Economic Opportunity Act earningexemption 

H.R. 6675 also provides a grace period for action by States that have 
not had regular legislative sessions, whose public assistance statutes 
now prevent them from disregarding earnings of recipients received 
under titles I and II of the Economic Opportunity Act. 
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J) Income exempt under another assistance program 
The committee bill adds a provision that any amount of income 

which is disregarded in determining eligibility for a person under one of 
the public assistance programs shall not be considered in determining 
the eligibility of another individual under any other public assistance 
program. 

6. DEFINITION OF MEDICAL ASSISTANCE FOR AGED 

H.IR. 6675 modifies the definition of medical assistance for the aged 
so as to allow Federal sharing as to old-age assistance recipients for the 
month they are admitted to or discharged from a medical institution. 

Effective July 1, 1965. Cost: About $2 million. 

7. JUDICIAL REVIEW OF STATE PLAN DENIALS 

The House bill provides for judicial review of the denial of approval
by the Secretary of Health, Education, and Welfare of State public 
assistance plans and of his action under such programs or non­
compliance with State plan conditions in the Federal law. The 
committee bill would add an amendment setting a time limit on the 
Secretary's calling of a hearing and substitutes language providing
the more traditional terminology as to the "substantial evidence rule." 



III. GENERAL DISCUSSION OF PROVISIONS SHOWING
 
DIFFERENCE IN HOUSE BILL
 

A. HEALTH CARE 

For almost 5 years this committee has given active consideration to 
ways of providing help for old people who need assistance in meeting 
medical costs. As may be recalled, in 1960 the 86th Congress, after 
very careful and exhaustive review of the situation and many pro­
posed solutions, concluded that Federal legislation was necessary. 
The result was the formulation and enactment of the medical assistance 
for the aged program, more popularly referred to to as the Kerr-Mills 
program. At that time it was the view of the committee that such a 
program should be undertaken to determine whether it would or could 
adequately meet the national need. It has now been 5 years since 
enactment of the 1960 Social Security Amendments and there has 
been opportunity to evaluate the implementation of the medical assist­
ance for the aged program and to formulate a judgment as to the extent 
to which this national problem is being met. Although the committee 
believes that the Kerr-Mills legislation as a whole has been very bene­
ficial to the needy aged in our country, it has now concluded that the 
overall national problem of adequate medical care for the aged has 
not been met to the extent desired under existing legislation because 
of the failure of some States to provide coverage and services to the 
extent anticipated. The committee, therefore, has concluded that a 
more comprehensive Federal program as to both persons who can 
qualify and protection afforded is required. 

A threefold approach to meet this national problem has been 
developed. First, since the committee believes that Government 
action should not be limited to measures that assist the aged only 
after they have become needy, the committee recommends more ade-­
quate and feasible health insurance protection under two separate but 
complementary programs which would contribute toward making 
economic security in old age more realistic, a more nearly attainable 
goal for most Americans. In addition, the committee recommends, 
as will be discussed later in this report, a strengthening of the medical 
assistance provisions of the Social Security Act so that adequate medi­
cal aid may be provided for needy people. 

The first of the two insurance programs consists of protection 
against the costs of hospital and related care. This hospital insur­
ance plan would be financed through a new special tax separate from 
existing social security taxes; and the contributions collected would be 
kept entirely separate from the funds of the existing program in a 
new Federal hospital insurance trust fund. The proposed hospital in­
surance would be financed through the new tax contributions during 
the individual's working lifetime with benefits available at age 65. 

In past amendments to the Social Security Act, when new programs 
have been developed or when significant changes have been made to 

23 
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mieet a national need, the Congress has followed the practice of extend­
ing the new or enhanced benefits not, only to those who will become 
elig-ible for them in future years but also to the individuials then culr­
rently on the rolls. This has been done, of course, with the, knowledge 
that the current beneficiaries on the rolls have not made contributions 
specifically for the increased benefits or the new benefits then being 
provided. Of course, this means that the benefits going to the already-
retired group, represent in a sense an ''unfunded" liability which has 
to be met out of future contributions. However, the -practice has 
always been to cover the present beneficiaries. Basic to it is the 
recognition that the problem which such new legislation is designied 
to meet exists not only for those who will become eligible in the future 
but equally for present beneficiaries. It may be noted that the same 
practices are often followed under private pension plans; namely, to 
extend benefit liberalizations to existing pensioners on the rolls 
when doing so for future pensioners. 

The second of the two insurance programs is a voluntary supple­
mentary medical insurance plan that would cover a substantial part 
of the cost of physicians' services and a number of other health items 
and services not covered under the hospital insurance program. At 
the beginning the voluntary supplementary plan would be financed 
through monthly premiums of $3, and through equal mnatching con­
tributions from Federal Government general revenues. The com­
bined coverage of the two insurance plans would result in protection 
for the elderly of a quality that only a few older people can now 
afford. Most elderly people can be expected to have the protection 
of both of these insurance programs. 

The provision of insurance against the covered costs would enccur­
age participating institutions, agencies, and individuals to make the 
best of modern medicine more readily available to the aged. 

The bill specifically prohibits the Federal Government from exercis­
ing supervision or control over the practice of medicine, the manner 
in which medical services are provided, and the administration or 
operation of medical facilities. Further, the bill specifically provides 
that a beneficiary may obtain services from any participating institu­
tion, agency, or person who undertakes to provide him with the 
services. The responsibility for, and the control of, the care of the 
beneficiaries rests with the hospitals, extended care facilities, the bene­
ficiarie's' physicians, etc. 

In establishing the complementary plans for medical care for the 
aged in this bill, no special recognition is being given to the lower 
rate of hospital utilization which might be experienced by aged persons 
under comprehensive health care plans. However, it is not the inten­
tion of the committee by this action to adversely affect those organi­
zations which provide and operate comprehensive health care services. 
On the other hand, it is the hope of the committee that the develop­
ment of comprehensive health care plans be encouraged. 

1. BASIC PLAN-HOSPITAL INSURANCE 

(a) Eligibilityforprotectionunder the baeic plan 
The proposed basic hospital insurance would be provided (on the 

basis of a new section in title II of the act) for people aged 65 and 
over who are entitled to monthly social security benefits or to an­
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nuities; under the Railroad Retirement Act (the administration aind 
financing of benefits for railroad retirement beneficiaries are discus'sed 
in sec. (e) p. 38). In addition, people who are now aged 65 or will 
reach age 65 within the next few years and who are not insured under 
the social security or railroad programs would nevertheless be covered 
under the basic plan. In Julyl1966, when thieprogram would become 
effective, about 17 million people aged 65 and over who are eligible 
for social security or railroad retirement benefits, and about 2 million 
aged who would be covered under a special transitional provision, 
would have the proposed basic hospital insurance. 

Included under the special provision would be all uninsured people 
who have reached 65 before 1968. As to persons reaching 65 after 
1967, they would have to have the quarters of coverage that are 
indicated in the following table: 

Quartersof coverage requiredfor OA~SI cash benefits as comparedto hospital insurance 

Men Women 

Year attains age 65 

OASI 	 Hospital OASI Hospital 
insurance insurance 

1967 or before ---------------------------------------- 6-16 0 6-13 0 
1NS-6------------------------------------------------ 17 6 14 6 
1969 ------------------------------------------------- 18 9 15 9 
1970 ------------------------------------------------- 19 12 16 12 
1971 ------------------------------------------------- 20 15 17 15 
1972 ------------------------------------------------- 21 18 iS (I)
1963 ------------------------------------------------- 22 21 ------------­
1974 ------------------------------------------------- 23 )--- ------- -­

'Same as 0AS1. 

As indicated in the table, by 1974 the number of quarters of coverage 
required for cash benefits and hospitalization insurance benefits will 
be the same and the "transitional" provision will phase out for those 
reaching age 65 thereafter. 

Together, these two groups comprise virtually the entire aged popu­
lation. The persons not protected would be Federal employees 
who have actual coverage under the provisions of the Federal Em­
ployees Health Benefits Act of 1959. The House bill would also have 
excluded individuals and their wives who had the opportunity to 
come under the Federal act but had not so elected. The committee 
did not believe that the exclusion of this group was equitable. It 
believes that actual coverage under the Federal employees program 
should be the sole basis for exclusion. Others excluded would be aliens 
who have not been residents of the United States for 10 consecutive 
years, aliens who have not been admitted for lawful residence, and 
persons convicted of certain subversive crimes. 

Currently, 93 percent of the people reaching age 65 are eligible for 
benefits under social security or railroad retirement and this percentage 
will rise to close to 100 percent as the program matures. Thus, over 
the long run virtually all older people will meet the insured-status 
requirements for the proposed hospital insurance. 
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(b) Beneiits 
Persons entitled to benefits under the hospital insurance plan would 

be eligible to have payments made for inpatient hospital care aind for 
important additional benefits covering posthospital extended care, 
poshsial home health services, and certain outpatient hospital 
dianstcstudies. 

Beeiswould be payable for covered hospital and related health 
services furnished beginning July 1, 1966. Posthospital extended 
care benefits would be effective January 1, 1967. 

(1) Inpatienthospital benefits 
The proposed inpatient hospital benefits would, except for an initial 

deductible amount and a coinsurance feature for days iii excess of 60, 
cover the cost of services provided by (or under arrangements with) 
participating hospitals for up to 120 days in any one "spell of illness." 
This is an expansion of the limit of 60 days in the House bill to 
recognize the need of those relatively few people who need protection 
for necessary stays of long duration. The imposition of the co­
insurance after the 60th day is a safeguard against any possible abuse 
of hospital utilization in these cases. A spell of illness would normally 
begin with the day a beneficiary enters a hospital and end after the 
beneficiary has remained out of a hospital and out of an extended 
care facility for 60 consecutive days. 

Inpatient services in psychiatric hospitals, which were included in 
the voluntary supplementary plan in the House bill, have been 
moved to the basic hospital plan under the committee's bill. More­
over, the lifetime maximum of 180 days of psychiatric hospital care 
under the House bill has been increased to 210 days. If a person is 
in a psychiatric or tuberculosis hospital at the time he becomes entitled 
to benefits, the days he has already been in the hospital would count 
toward the 120-day limit on coverage of care in such a hospital during 
a spell of illness. This provision is in keeping with the intent of the 
basic plan to cover only the active phase of treatment and not to 
cover 120 days of care for a person who may have been institutionalized 
for years previously. 

The deductible amount applicable to inpatient hospital services at 
the beginning of the program would be $40 per spell of illness. The 
deductible would be changed thereafter, but not before 1969, to keep 
pace with increases in hospital costs. Each year, beginning in 1968, 
the Secretary would determine the amount of the deductible applicable 
for the succeeding year on the basis of the relationship between the 
average amount paid per day for inpatient hospital services during 
year preceding the determination and the rate for 1966. Increases in 
the deductible amount would be made in $4 steps so that changes of a 
few cents or even of a few dollars would not have to be made in-
mediately following each such change. (The House bill provided $5 
steps but the committee has altered this in the interest of administra­
tive simplicity.) However, over a period of time these changes would 
accurately reflect the changes in hospital costs. Small annual changes 
wvould not only be an administrative problem, but they would also 
increase the problems of keeping beneficiaries informued of the ap­
pliable deductible. The coinsurance which is initially set at $10 a 
day (established by computing one-fourth of the inpatient hospital 

deductible) for days in excess of 60 would be increased in the same way 
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as the deductible amount if hospital costs increase. It, too, would 
remain static until 1969. 

Covered services.-The reasonable cost of service ordinarily provided 
to inpatients by hospitals (other than certain other iterns discussed 
subsequently), including new services and techniques ats they are 
adopted in the future, would be paid for. Services furnished to in­
patients by others under arrangements with a hospital could also be 
covered if the arrangements call for billing for the services to be 
through the hospital exclusively. Since the reasonable cost of the 
services would be covered, hospitals would not be deterred, because of 
nonpaying or underpaying patients in this aged group, from trying to 
provide the best of modern care. The following are the major items 
and services that would be paid for. 

Hospital room and board would be paid in full in accommodations 
containing from two to four beds. Payment would also be made for 
private accommodations where their use is medically indicated-ordi­
narily only when the patient's condition requires him to be isolated. 
Where private accommodations are furnished for the patient's com­
fort, the payments would cover only the equivalent of the reasonable 
cost of accommodations containing two to four beds; the patient would 
pay the extra charges for the private room. 

Nursing services ordinarily furnished by hospitals would be paid 
for, but private duty nursing would not be covered. 

Payments would not be made under the hospital insurance plan for 
the services of physicians, except services provided by medical and 
dental interns and residents in training under approved teaching 
programs. Dental interns in training was an addition by the com­
mittee bill. Under the House bill, the exclusion of physician's 
services would also have excluded the services of radiologists, anes­
thesiologists, pathologists, and physiatrists and they only would have 
been covered under the voluntary supplementary plan. The House 
bill, however, provided that the services of nonphysician technicians 
aiding such persons would be covered under the hospital insurance 
plan. 

The committee believes that it is not wise to separate the billing 
for these medical specialities. Therefore, the committee bill provides 
that where the services in radiology, anesthesiology, pathology, and 
physiatry are arranged for and billed through a hospital they will be 
covered under the basic hospital insurance plan. Conversely, where 
the arrangement is that the specialist is not paid by or through the 
hospital, reimbursement for the services will be made uinder the 
voluntary supplementary plan. 

Drugs and biologicals furnished to hospital patients for their use 
while inpatients would be paid for under the House bill. Payment 
would be provided for all drugs and biologicals which aire listed in 
the United States Pharmacopoeia or National Formulary or New 
Drugs or Accepted Dental Remedies (except for any drugs and bio­
logicals unfavorably evaluated therein), or which aire approved by 
by the pharmacy and drug therapeutics committee (or equivalent 
committee) of the medical staff of the hospital furnishing the drugs 
and biologicals. (These publications have been compiled and are 
maintained by the professional organizations concerned with the 
proper use of drugs.) The committee has added the United States 
Homeopathic Pharmacopoeia to the list of drug formularies to be 
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used and specifies that drugs approved for listing in the approved
formularies, although not actually listed, would be included. The 
alternative requirement of approval by a committee of the medical 
staff of the hospital is in line with the recommendations of the Amer­
ican Hospital Association, American Medical Association, American 
Pharmaceutical Association, and the American Society of Hospital
Pharmacists. These organizations jointly have recommended that 
hospitals adopt a formulary system, based upon the functioning of a 
pharmacy and drugs therapeutics committee of the medical staff of 
the hospital as a means of protecting the hospital's patients against
drugs of poor quality. Innovation and the use of new drugs would 
not be discouraged because such hospital committee could adopt for 
use any new drugs which it approved.

The committee did hear testimony that some of the drugs frequently
administered in hospitals are combination drugs. While the principal
ingredient of the combination drug may be listed in the formularies 
specified in the bill, the other ingredients, of secondary importance, are 
often not and, thus, the drug is excluded. The committee bill would 
provide for the inclusion of such a combination drug if the principal 
ingredient, or ingredients, are listed in an approved formulary.

The intent of the provisions for determining which drugs and 
biologicals are covered is to permit payment for all drugs and biologi­
cals which medical and medically related organizations have evaluated 
and selected as being proper for use in the course of good patient care. 

There will be a deductible in an amount equal to the cost of the first 
3 pints of blood furnished for an individual during a spell of illness. 
The difference between the cost of the blood to the hospital and the 
charge to the beneficiary would be deducted from the payments the 
proposed program would otherwise make to the hospital. Thus the 
hospital would not make a profit on the blood for which it charges a 
beneficiary The committee included this deduction provision in the 
interest of. the voluntary blood replacement programs, which encour­
ag~e donations of blood by waiving charges for blood which the patient 
arranges to replace. The limitation of the deduction to 3 pints of 
blood was made in view of the problems aged people would have in 
securing replacement of, or paying for, large quantities of blood. 

Supplies and appliances would be paid for under the hospital in­
surance plan when they are a necessary part of the covered inpatient
hospital services a patient receives. Fnor example, the use of a 
wheelchair, crutches, or prosthetic appliances could be paid for as 
part of hospital services but payment for hospital services would not 
cover furnishing these items to the patient for use after his discharge.
(However, the cost of using these items after hospitalization might
be p aid for if needed as part of the posthospital extended care he 
mnight receive or it might be provided under a plan for his home 
health services.) Items supplied at the request of the patient for his 
convenience, such as television rental in hospitals, would not be paid
for under the program.

Conditions of participation.-Thecommittee's bill lists conditions 
that hospitals must meet in order to participate in the proposed pro­
gram. These conditions for participation are included to provide 
assurance that participating institutions are safe, that they have 
facilities and organization necessary for the provision of adequate 
care, and that they exercise their responsibility to discourage improper 
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and unnecessary Utilization of their services and facilities. Theinclusion of these conditions is designed to support the efforts of thevarious professional accrediting organizations sponsored by the med­ical and hospital associations, health insurance plans, and otherinterested parties to improve the quality of care in hospitals. Toallow payments to institutions for services of lower quality than are now generally acceptable might reduce the incentive for establishinghigh-quality institutions or maintaining standardsfor high where 
they now exist.

In order to participate in the program, hospitals would be requiredto be licensed (of course, certification or approval where such pro­cedures are State or local law equivalents to licensing would meetthis requirement) and satisfy conditions specified in the bill relating toclinical records, medical staff bylaws, and utilization review. Theywould also have to -meetcertain other specified requirements. The billauthorizes the Secretary to prescribe such further requirements as theSecretary finds necessary in the interest of health and safety. Thehealth an~d safety requirements prescribed by the Secretary (includingany requirements requested by a State which are higher than thoseprescribed for other States), cannot, however, be more strict than thecomparable conditions prescribed for accreditation of hospitals by theJoint Commission on Accreditation of Hospitals. Thus, the Secretarycould, for example, require participating hospitals to maintain tissuecommittees which reexamine the condition of the organs removedduring surgery and to meet other conditions which the health profes­sions consider necessary to good patient care, but the Secretary couldnot set the hospital standards above the professionally established
level. 

Hospitals accredited by the Joint Commission on Accreditation ofHospitals would be conclusively presumed to meet all the conditionsfor participation, except for the requirement of utilization review.(If the Joint Commission adopts a requirement for utilization review,the Secretary could accept accreditation by the Joint Commission assufficient evidence that hospitala meets all the requirements of the
law.) Linking the conditions for participation to the requirements
of the Joint Commission. provides further 
 assurance that only pro­fessionally established conditions would have to be met by providers
of health services which seek to participate in the program.The conditions of participation for psychiatric and tuberculosishiospitals would be similar to those for other hospitals, though differingin some respects due to their different purpose. To provide assurancethat the program while paying for active treatment in psychiatric andtuberculosis hospitals would avoid paying for care that is merelycustodial, the conditions of participation require that the hospital beaccredited by the Joint Commission on Accreditation of Hospitals,that its clinical records be sufficient to permit the Secretary to deter­mine the degree and intensity of treatment furnished to beneficiaries,and that. it meet staffing requirements the Secretary finds necessaryfor carrying out an active treatment program. A distinct part of aninstitution can be considered a psychiatric and tuberculosis hospitalif it meets the conditions even though the institution of which it is apart does not; and if. the distinct part meets requirements equivalentto accreditation requirements, it could qualify under the programn eventhough the institution is not accredited. 
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The committee recognizes that there will be emergency situations 
where an individual who is eligible for hospital insurance benefits will 
go or be taken to a hospital that does not participate in the program.
For example, an accident victim might have to be taken immediately
to the nearest hospital, either for outpatient diagnosis and treatment 
or for admission as an inpatient. The committee's bill would permit
the payment of benefits for emergency hospital diagnostic services or 
inpatient care in such cases until it is no longer necessary from a medi­
cal standpoint to care for the patient in a nonparticipating institution. 
To be paid under the program for its services, the nonparticipating
hospital, like participating hospitals, would have to agree not to charge
the patient amounts (except the deductibles and coinsurance) in addi­
tion to the program's payments for covered services. The committee 
has added a provision for emergency services in a hospital outside the 
United States when it is closer or substantially more accessible than 
comparable facilities in the United States. A further qualification is
that the patient has to be physically present within the United States 
when the emergency which necessitated the hospitalization occurred. 

Christian Science sanatoriums that are operated or listed and certi­
fied by the First Church of Christ, Scientist, in Boston, could partici­
pate in the program as "hospitals." The participation of these 
institutions and the payment for items and services furnished by them 
would be subject to such conditions, limitations, and requirements as 
mnay be provided in regulations. In general, however, the committee 
intends that payments to Christian Science sanatoriums would cover 
costs of services ordinarily furnished by these sanatoriums to patients
which are comparable to those for which payment could be made to 
hospitals and intends these sanatorium services to be a substitute 
for, and not an addition to, medical services that might be furnished 
to a person if his religious beliefs were not contrary to the use of the 
usual facilities. Coverages and exclusions applicable to hospital care 
would also apply in these institutions. For example, the services of 
a Christian Science nurse would be covered unless her duties are those 
of a private duty nurse or attendant; similarly, the services of a Chris­
tian Science practitioner, who is the Christian Science counterpart of 
the physician, would not be paid for since physician's services are not 
paid for under the hospital insurance plan. Payment would only be 
made for bedfast patients who, except for their religion, would have 
to have been admitted to a hospital. 

(2) Posthospital extended care benefit9 
Care in an extended care facility will frequently represent the next 

appropriate step after the intensive care furnished in a hospital and 
will make unnecessary what might otherwise possibly be the continued 
occupancy of a high-cost hospital bed which is more appropriately
used by acutely ill patients.

The posthospital extended care benefits which would be provided un­
der the hospital insurance plan would cover care in qualified extended 
care facilities in cases where the patient was hospitalized for 3 or more 
consecutive days and then transferred to the facility for continued care
of the ae illness within 14 days of his hospital discharge. Under 
the House bill, a patient who meets the hospital-transfer requirement
and wvho is then discharged from the extended facility to his home 
could again receive extended care benefits in the same spell of illness 
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without being hospitalized again if he is readmitted to the same facility 
wit~hin 14 days after discharge. The committee amended this provi­
sion so that the individual could be readmitted to any participating 
facility within 14 days. In some cases, there might not bje an available 
bed in the original extended-care facility. The hospital-transfer re­
quirement is intended to help limit the payment of the extended-care 
benefits to persons for whom such care may reasonably be presumed 
to be required in connection with continued treatment following in­
patient hospital care and makes less likely unduly long hospital stays. 
This requirement also helps to assure that before a patient is admitted 
to an extended care facility his medical condition and needs will 
have been adequately medically appraised. Immediate tran sfer from 
a hospital to a posthospital extended care facility is not required 
because, in some instances, care in such a facility might be found to 
be needed, for example, only after a trial at convalescent care at the 
patient's home proves unsuccessful. Similarly, the period of extended 
care services may be interrupted briefly and then resumed, if neces­
sary, without hospitalization preceding the readmission to a partici­
pating facility. 

Payments could be made for up to 100 days of care in extended 
care facilities during any one spell of illness. The payments made for 
each day beyond the 20th day of the patient's stay in a facility would 
be reduced by a coinsurance amount paid by the patient equal to $5 
a day, initially, computed on the basis of one-eighth of the deductible 
for in-patient hospital services. In later years it will increase in the 
same manner as the hospital coinsurance if costs increase. 

The House bill provision allowing for the conversion of unused hospi­
tal days into extended care days has been eliminated. However, 100 
days of extended care, regardless of the length of hospitalization, 
would be available under the committee bill as opposed to as few as 
20 days under the House bill. 

Covered services.-The program would cover the items and services 
ngenerally furnished by posthospital extended care facilities. These in-
chide room and board in two- to four-bed accommodations, nursing 
care, physical, occupational and speech therapy, and such drugs as are 
ordinarily furnished by the facility to its in-patients. In addition, 
payment could be made for the medical services of interns and residents 
in training and other diagnostic and therapeutic services furnished in­
patients of the extended care facility by a hospital with which it has an 
agreement for the transfer of patients and exchange of medical records. 
Payment would also be made for physical, occupational, and speech 
therapy furnished by a party other than the facility if furnished under 
arrangements which provide for payment for therapy to be made 
through the facility. In no case could payment be made for any serv­
ice, drug or other item which could not be paid for under the hospital 
insurance program if furnished in a hospital. Neither could pay­
ment be made for services not generally provided by posthospital ex­
tended care facilities. For example, under this rule the use of an 
operating room would not be covered in the case of an extended care 
facility since operating rooms are not generally maintained as part of 
such facilities. 

Conditionsforparticipation.-Aposthospital extended care facility 
could be an institution, such as a skilled nursing home, or a distinct 
part of an institution, such as a ward or wing of a hospital or a section 
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of a facility another part of which might serve as an old-age home. To 
assure that there will be no unnecessary barriers to the transfer of pa­
tients between hospital and extended care facilities when the attending 
physician determines the transfer is medically appropriate, a par­
ticipating facility would be required (except as noted in the next 
paragraph) to have an agreement with a hospital for the transfer of 
patients and interchange of medical records. The requirement for a 
transfer arrangement does not mean that a patient would have to be 
transferred between a hospital and extended care facility which have 
such an arrangement with each other in order to qualify for extended 
care benefits. A transfer arrangement with any hospital would qualify 
the facility so that a patient's posthospital extended care would be 
paid for if he was admitted from any hospital. 

Where an extended care facility has attempted, in good faith, to 
arrange a transfer agreement with nearby hospitals, but failed, the 
State agency could waive the requirement for a transfer agreement 
if the agency finds that the facility's participation is in the public 
interest and essential to assuring extended care to older people in the 
particular community. 

Extended care facilities would also be required to satisfy a number 
of conditions necessary for an institutional setting in which high-
quality convalescent and rehabilitation care can be furnished. These 
include conditions relating to the provision of around-the-clock nurs­
ing services with at least one registered nurse employed full time, 
the availability of a physician to handle emergencies, the maintenance 
of appropriate medical policies governing the facility's skilled nursing 
care and related services , methods and procedures for handling drugs, 
and utilization review. In addition to the conditions specified in the 
bill, the Secretary would be authorized to prescribe such further re­
quirements to safeguard the health and safety of beneficiaries as he 
may find necessary. 

The committee added to the House bill a provision under which 
Christian Science nursing homes operated, or listed and certified by 
the First Church of Christ, Scientist, in Boston, Mass., could par­
ticipate in the program as extended care facilities. The participation 
of these institutions and the payment for items and services furnished 
by them would be subject to such conditions, limitations, and require­
ments as may be provided in regulations. It is expected that in 
formulating these regulations, the Secretary of Health, Education, 
and Welfare would take into account similar objectives to those of 
the parallel provisions for the coverage of Christian Science sanatorium 
services. 

(3) Posthospitalhome health care benefits 
Payments would be made for visiting nurse services and related 

home health services when furnished in accordance with a plan estab­
lished and periodically reviewed by a physician. The proposed pay­
ments would be made only for a patient who is under the care of a 
physician and confined to his own home (except when he is taken 
elsewhere to receive services which cannot readily be supplied at 
home). Since the nature and extent of the care a, patient would re­
ceive would be planned by a physician, medical supervision of the home 
health services furnished by paramedical personnel-such as nurses 
or physical therapists-would be assured. 



SOCIAL SECURITY AMENDMENTS OF 1965 33 

Up to 175 visits by home health personnel would be paid for during
a spell of illness and any subsequent period before a new spell of illness 
begins. Such visits would have to occur during a 1-yeareperiod 
following the patient's discharge from a hospital or extende care 
facility. The House bill provided 100 visits, but the committee 
believed that this alternative to costly institutional care should be 
extended to some degree. To be eligible for home health benefits, 
the beneficiary would have to have been an inpatient in a hospital 
for at least 3 days or in an extended care facility and a home health 
plan for his care would have to be developed by a physician and steps 
would have to be taken to implement the plan within 14 days after 
his discharge.

A "visit" would be defined in regulations. It is contemplated, for 
example, that ordinarily one visit would be charged each time home 
health personnel furnish a covered service to the patient. For 
instance, a visit would be charged each time a therapist would go to 
the patient's home to furnish speech therapy. If a beneficiary had a 
visit from a speech therapist and a visiting nurse in the same day, 
two visits would be charged. Similarly, if the patient were to be 
taken to a hospital to receive outpatient therapy that could not be 
furnished in his own home-hydrotherapy, for example,-and also 
receive speech therapy and other services at the hospital in the course 
of the same visit, two or more visits might be charged.

Covered services.-The proposed posthospital home health payments
woruld meet the cost of part-time or intermittent nursing services, phy­
sical, occupational, and speech therapy, and other related home health 
services furnished, by visiting nurse agencies, hospital-based home 
health programs and similar agencies. More or less full-time nursing
care would not be paid for under the home health benefits provision.
Payments could be made for services furnished by other parties 
under arrangements with such agencies-the services of an independ­
ent physical therapist and interns and residents in training of an 
affiliated hospital, for example.

To the extent permitted in regulations, the part-time or intermittent 
services of a home health aide would also be covered. The duties of 
the home health aide which would be covered are comparable to those 
of a nurse's aide in the hospital who would have had training and 
experience that is not ordinarily possessed by lay people-for example, 
training and experience in giving bed baths to ill and bedfast patients. 
Often, the home health aide services are essential if the patient is to 
be cared for outside a hospital or nursing facility. Food service 
arrangements, such as those of mneals-on-wheels programs, or the serv­
ices of housekeepers would not be paid for under the home health 
provisions.

While the home health patient would have to be homebound to be 
eligible for benefits, provision is made for the payment for services 
furnished at a hospital or extended care facility or rehabilitation cen­
ter which requires the use of equipment that cannot ordinarily be 
taken to the patient in his home. In some cases special transportation 
arrangements may have to be made to bring the homebound patient
to the institution providing these special services. The transporta­
tion itself would not be paid for. If he is furnished other services at 
the hospital or facility at the same time, these too could be paid for, 
even though they are of a kind that could be furnished in the patient's 
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home. But such services would be Covered only if they are furnished 
under arrangyements which provide for billing through the home health 
agency. For example, if it is necessary, because of the size of the 
equipmnent involved, to take the patient to a hospital to give him 
physical therapy and while at the hospital he receives speech therapy, 
benefits could be paid for both services, but only if the home health 
agency takes responsibility for arranging and billing for all the services. 

Conditions for participation.-The conditions for participation of 
home health agencies are designed primarily to assure that participat­
ing agencies are basically suppliers of health services. The proposal 
would cover visiting nurse organizations as well as agencies specifically 
established to provide a wide range of organized home health services. 
it would also cover home health services provided by a community 
hospital. In order to participate, the home health agency or organiza­
tion would, in addition to meeting certain other requirements, either 
have to be publicly owned or be a nonprofit organization exempt from 
Federal taxation, or it would have to be licensed and satisfy staffing 
requirements and other standards and conditions prescribed by regula­
tion. It is the understanding of the committee that organizations 
providing organized home care on a profit basis are presently non­
existent. However, the language of the bill permits covering such 
agencies if they come into being, are licensed, and meet the high 
standards which the present nonprofit agencies offering organized 
care meet. 

The committee added to the House bill a provision under which 
a Christian Science nursing service operated, or listed and certified, 
by the First Church of Christ, Scientist, in Boston, Mass., could 
participate in the program as a home health agency. Their participa­
tion and the payment for items and services furnished by them would, 
like payments for Christian Science sanatoriums and nursing homes, 
be subject to such conditions, limitations, and requirements as may 
be provided in regulations. 

(4) Out-patient hospitaldiagnostic benefits 
Finally, payment could be made for tests and related services-other 

than those performed by physicians-that are ordinarily furnished by 
a participating hospital to its outpatients for the purpose of diagnostic
study. Payments could also be made for such service furnished by 
others under arrangements with the hospital that provide for the 
billing to be through the hospital. Where the services are furnished 
outside the hospital, they would have to be furnished in facilities 
operated by or under the supervision of the hospital or its organized 
medical staff. (Diagnostic tests performed in a physician's office 
would, like other physicians' services, generally be covered under the 
voluntary supplementary plan unless part of a routine physical 
checkup.)

A deductible amount equal to one-half the deductible amount appli­
cable in the case of in-patient hospital services would be applied against 
payments for out-patient hospital diagnostic services furnished by the 
same hospital during a 20-day period. The deductible would be $20 
initially (one-half of $40). it will rise in the same manner as the 
hospital deductible if hospital costs rise in future years.

'The committee was concerned that, under the House bill, there 
would be differences in the extent to which the patient's expenses 
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for diagnostic services would be reimbursed depending on whether 
the services wvere rendered in an out-patient section of a hospital 
and covered under the hospital insurance plan or furnished in a 
physician's office and reimbursed under the supplementary plan. 
The $20 deductible amount under the hospital insurance plan in some 
cases creates a financial incentive for a beneficiary to obtain diagnostic 
services in a physician's office-in cases where, for example, such 
services would not be subject to any deductible because the individual 
has already satisfied the $50 deductible requirement under the sup­
plementary plan; in other cases, the incentive could be in the direction 
of using hospital facilities. 

The committee's bill would minimize the differences in reimburse­
ment in these cases by providing for payment of 80 percent, rather 
than 100 percent, of the cost (above the deductible) of out-patient 
hospital diagnostic studies and by counting amounts paid toward 
the out-patient deductible under the basic plan as an incurred expense 
uinder the supplementary plan. The House bill would, also, have 
allowed the crediting of the out-patient diagnostic deductible against 
the in-patient hospital deductible under certain circumstances. 
This provision has been eliminated in the committee bill. 

(c) Method of payment 
The bill provides that the payment to hospitals and other providers 

of services shall be equal to the reasonable cost of the services and 
that the methods to be used and the items to be included in determin­
ing the cost shall be developed in regulations of the Secretary in 
accordance with the provisions of the bill. The regulations may pro­
vide for payment of the costs of services on a per diem, per unit, per 
capita, or other basis, may provide for the use of estimates in differ­
ent circumstances, may provide for the use of estimates of cost of 
particular items or services, and may provide for the use of charges 
or a percentage of charges where this method reasonably reflects the 
cost. 

The appropriate basis of payment for hospital services when pay­
ment is made by public or private agencies has been the subject of 
extended and painstaking consideration for more than a decade. Gov­
veining principles have been developed which have attained a large 
measure of agreement. It is the intent of the bill that in framing reg­
ulations full advantage should be taken of the experience of private 
agencies in order that rates of payment to hospitals may be fair both 
to the institutions, to the contributors to the hospital insurance trust 
fund, and to other patients. In framing the regulations the Secretary 
and his staff will consult with the organizations that have developed 
these principles as well as with leading associations of providers of 
services. 

Similar principles can without undue difficulty be developed to 
establish fair basis of payment to extended care facilities and home 
health services agencies. 

The cost of hospital services varies widely from one hospital to 
another and the variations generally reflect differences in quality 
and intensity of care. The same thing is true with respect to the cost 
of the services of other providers. The provision in the bill for 
payment of the reasonable cost of services is intended to meet the 
actual costs, however widely they may vary from one institution to 
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another, except where a particular institution's costs are found to be 
substantially out of line with those of institutions similar in size, 
scope of services, utilization, and other relevant factors. 

Although payment may be made on various bases the objective, 
whatever method of computation is used, will be to approximate as 
closely as practicable the actual cost (both direct and indirect) of 
services rendered to the beneficiaries of the program so that under any 
method of deternmiing costs, the costs of services of individuals 
covered by the program will not be borne by individuals not covered, 
and the costs of services of individuals not covered will not be borne 
by the program. The basis for the computation of the cost of bene­
ficiaries may vary by institution. The most usual hospital cost re­
imbursement procedures now in use by plans that pay for in-patient 
services are based on the average per diem cost of the patients in the 
institution to which payment is made, adjusted to reflect the provisions 
of the plan. Some institutions, however, base their charges to the 
public on careful cost ascertainment or accounting and change their 
charges only when there is a change in the cost of the service involved. 
In these and other appropriate cases reimbursement would be per­
mitted on the basis of the ratio of cost to charges for the services 
actually received. 

In other institutions some of the charges are set according to 
prevailing rates in the area, or are based on other considerations and 
not solely on the actual, costs of the particular items and services 
rendered. Except where a close correlation of cost and charges would 
be shown, other methods would have to be applied to achieve equita­
ble reimbursement. 

The concept of reasonable cost and the principles and methods for 
translating this concept into practice in individual circumstances are 
of concern to consumers, providers of service, insuring organizations, 
and State and Federal governmental programs. 

In the determination of reasonable costs of services consideration 
should be given to all necessary and proper expenses incurred in render­
ing the services, including normal standby costs. Reasonable costs 
should include appropriate treatment of depreciation on buildings and 
equipment (taking into account such factors as the effect of Hill-
Burton construction grants and practices with respect to funding of 
depreciation) as well as necessary and proper interest on capital 
indebtedness. 

Many hospitals engage in substantial educational activities, includ­
ing the training of medical students, internship and residency pro­
grams, the training of nurses, and the training of various paramedical 
personnel. Educational activities enhance the quality of care in an 
institution, and it is intended, until the community undertakes to bear 
such education costs in some other way, that a part of the net cost of 
such activities (including stipends of trainees as well as compensation 
of teachers and other costs) should be considered as an element in the 
cost of patient care, to be borne to an appropriate extent by the 
hospital insurance program. 

Identifiable expenses for medical research, on the other hand, over 
and above the costs closely related to normal patient care, would not 
be met from the trust fund. Available research funds are generally 
ample to support important basic medical research. 

In some cases, the charges hospital patients pay include a share of 
the cost of rendering services to free and part-pay patients as well as a 
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share of uncollectible bills. The committee has given careful consid­
eration to the question of the effect that the proposed program would 
have on charges to other paying patients. The insurance system will 
reduce the losses of hospital income from bad debts or for care of free 
or part-pay aged patients which might otherwise be included in charges 
to other paying patients by paying the full cost, except for the deduct­
ible and coinisurance, for substantially all patients over 65. Under the 
public assistance programs now existing and even more as they would 
exist under the provisions of this bill, the Federal Government will 
make a very substantial contribution toward the medical care of the 
needy of all ages. Under the bill more of the needy could be aided under 
the Federal-State assistance programs. Further, the proposed amend­
ments would require, under the medical assistance and maternal and 
child health and crippled children programs of the Social Security 
Act, the payment of the reasonable costs of covered hospital services. 
This will assist hospitals in reducing income deficits arising out of 
providing hospital care to persons unable to pay for care. 

These provisions, taken in combination with the hospital insurance 
system under part A of title XVIII, will appreciably reduce the need 
of hospitals to charge their paying and prepaying patients more than 
the cost of their services in order to compensate for care rendered to 
other patients without charge or at less than cost. The bill will thus 
make a contribution toward rationalizing the distribution of hospital 
costs and relieving voluntary insurance and prepayment systems, as 
well as those patients who pay for services at the time when they are 
rendered, of some part of the burden they now bear for indigent and 
charity patients. 

In paying reasonable costs it should be the policy of the insurance 
program to so reimburse a hospital or other provider that an account­
ing may be made at the end of each cost period for costs actually 
incurred. 

(d) Financing 
The hospital insurance program would be financed through a 

separate payroll tax that would be paid by employees, employers, 
and the self-employed, except as to railroad retirement eligibles whose 
benefit financing is discussed elsewhere. The proceeds of this tax 
would be earmarked to a newly established hospital insurance trust 
fund, which means that these funds will be kept completely separate 
from the taxes which support the present social security program. 
The earnings base of the new tax would be the same base as that for 
the social security tax so that the recordkeeping tasks of employers and 
the Government would be left largely unaffected by the establishment 
of a separate contribution for hospital insurance. To assure that the 
hospital insurance contributions are clearly identified as such to 
contributors, the bill requires that the withholding forms, W-2's, show 
what percentage of the worker's total tax payment was withheld to 
finance the cost of the proposed hospital insurance. Hospital insur­
ance benefits and administrative expenses would be paid only from the 
hospital insurance trust fund. 

The complete separation of hospital insurance financing and benefit 
payments is intended to assure that the hospital insurance program 
will in no way impinge upon the financial soundness of the old-age, 
survivors, and disability insurance trust funds. A separate annual re­
port will be required on the operation of the hospital insurance pro­
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gram. Furthermore, identifying the contribution as a hospital insur­
ance contribution will tend to increase the contributor's sense of 
financial responsiblity for the benefits provided. 

Under the proposed schedule of contribution rates, the fund would 
be sufficient to cover all the costs of the hospital insurance benefits (and 
administration) for persons entitled to social security or railroad re­
tirement benefits. The schedule of contribution rates is the same for 
employers, employees, and self-employed persons and is as follows: 

Percent Percent 
1966-------------------------- 0. 325 1976-79 ----------------------- 0.65 
1967-70 ------------------------. 50 1980-86 ------------------------. 75 
1971-72 -----------------------. 55 1987 and after------------------. 85 
1973-75 -----------------------. 60 

As will be explained in greater detail later in this report, the sched­
uile of contribution rates is based on conservative estimates of cost. 
The cost estimates also use the assumption that, while earnings will 
continue to rise in the future as they have in the past, the annual limi­
tation on taxable earnings will not be increased beyond the increase 
provided for in the committee's bill ($6,600). 

The cost of providing hospital and related posthospital insurance 
benefits to people who are not social security or railroad retirement 
beneficiaries would be met from general revenues. 
(e) Coverage of railroadworkers 

The committee has added provisions to the bill which, subject to 
amending the Railroad Retirement Tax Act to establish a wage base 
which would finance the hospital benefits in a reasonably adequate 
mnanner, would make changes in the administration of hospital 
insurance benefits as to beneficiaries under the railroad retirement 
program. This amendment was suggested in a letter to the chairman 
of the committee from the chairman of the Committee on Labor and 
Public Welfare who said he had been advised by the chairman of the 
Railroad Retirement Subcommittee that such an amendment of the 
House bill "would correct an unwarranted departure from the agree­
ment of long standing between the Secretary of Health, Education, 
and Welfare and the Railroad Retirement Board, and unwarranted 
departure from the congressional policy of long standing to conver 
upon the Railroad Retirement Board jurisdiction for the adminis­
tration by the Board of all types of benefit programs for railroad 
employees, their dependents and survivors." C 

The House bill provides that the hospital insurance taxes imposed 
under the Federal Insurance Contributions Act (which applies to 
earnings covered under social security) would be imposed on railroad 
workers and employers in the same amount and in the same manner 
as hospital insurance taxes on workers and employers covered under 
social security. 

Under the committee amendment, the taxes of the hospital insur­
ance benefits program would be levied under the Railroad Reitrement 
Tax Act, with increases in the schedule of railroad retirement tax 
rates equal to the tax rates of the hospital insurance benefits program.
Through the operation of the financial interchange provisions, the 
hospital insurance system would receive income from the railroad 
retirement account equal to the amount of the hospital insurance 
taxes on railroad employment which would be payable if such employ­
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ment were covered directly under the hospital insurance system (as 
in the House bill) and would reimburse the account for the hospital 
insurance benefits paid from the account. If railroad retirement 
employment had been covered directly, the hospital insurance sys­
tem would have paid such benefits with respect to people receiving
railroad retirement benefits. The application of the financial inter­
change to hospital insurance benefits would be an extension of the 
finan~cial interchange provisions which now apply to old-age, survivors, 
and disability insurance benefits. 

The committee amendment also authorizes the Railroad Retirement 
Board to enter into agreements with Canadian hospitals and with 
hospitals devoted primarily to railroad employees, for the purpose of 
providing hospital insurance benefits for railroad retirement bene­
ficiaries. 

These amendments to the railroad retirement provisions of the bill 
would become effective only after the enactment of amendments to 
the Railroad Retirement Tax Act increasing the maximum amount 
of monthly compensation taxable under that act to an amount equal 
to or in excess of the one-twelfth of the maximum annual earnings 
creditable under the hospital insurance program. (Under present 
law the maximum amount of earnings taxable under the railroad re­
tirement program is $450 a month; under the bill, the maximum 
annual earnings creditable under the social security and hospital in­
surance programs would be $6,600-$550 a month.) The amend­
ments would become effective January 1, 1966, if the above-mentioned 
increase in the monthly compensation creditable under the railroad 
retirement program is in effect at the time and had been enacted by 
October 1965, or would become effective on January 1 of any subse­
quent year if the increase was in effect on October 1 of the immne­
diately preceding year. If these financing conditions are not met, 
the financing and administration provided in the House bill will be 
in effect. 

Under the financial interchange provisions discussed above the 
amounts of taxes 'which the railroad retirement account will have to 
transfer to the hospital insurance trust funds will be based upon the 
$6,600 social security tax base provided in the committee's bill. 
\Making the amendments to the railroad retirement provisions of the 
bill contingent upon the railroad retirement tax base being made 
comparable to the hospital insurance tax base assures, on the whole, 
that the funds which are to be transferred to the hospital insurance 
trust funds uinder the financial interchange provisions will be obtained 
under the proposed increase in the railroad retirement contribution 
schedule. 

2. VOLUN~TARY SUPPLEMENTARY PLAN 

(a) EMigibility and enrollment under the voluntary supplementary plan 
The proposed supplementary insuranice would be available to all 

people age 65 and over (whether or not, they are social security or 
railroad retirement beneficiaries) who a~re residents of the Uniited 
States and either are citizens or aliens admitted for permanent resi­
dence whol( have had 10 years of continuous residence. Enrollment. 
in the supplementary plain would be on a voluntary basis. 

Under the committee-approved bill, the, termn suppleiuent arv medi­
cal insurance, rather than supplementary health insurance, 'is used 
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in order to more precisely characterize the benefits under the supple­
mentary plan as being primarily coverage of the costs of physicians' 
services. The committee-approved bill would also advance the 
effective date in the House-passed bill for the supplementary plan 
by 6 months-from July 1, 1966, to January 1, 1967-in order to 
allow additional time for preparing to administer this program. 

In general for a person attaining age 65 in the future, an eligible 
person could enroll during the period beginning with the third month 
preceding the month in which he attains age 65 and ending 7 months 
later. Under the House bill, the supplementary insurance would be 
effective with the first day of the third month following the month in 
which he enrolls (but not earlier than the effective date for benefit 
payments under the program). The committee bill modifies this 
provision so that the insurance coverage would begin more promptly 
provided the beneficiary subscribes without undue delay beyond the 
point at which he was first eligible. The insurance would take effect 
with the month the individual attains age 65 if he enrolls before that 
month. If he enrolls in the month in which he attains age 65, the 
insurance would take effect with the following month; if he enrolls 
the month following the month in which he attains age 65, it would 
take effect with the second month following the month of enrollment; 
if he enrolls more than 1 month following the month in which hie 
attains age 65, the insurance would take effect with the~third month 
following the month in which he enrolls. 

A special enrollment period would be available at the beginning of 
the program for people who have already reached 65 by June 30, 1966. 
Under the committee bill this enrollment period would begin on 
April 1, 1966 and end on September 30, 1966. Coverage under the 
supplementary insurance for people who enroll during this period 
would begin with January 1, 1967. Individuals who are eligible to 
enroll during this initial general enrollment period but fail to do so 
could enroll at any time before April 1, 1967, if the Secretary deter­
mines that there was good cause for the individual's failure to enroll. 
However, if an individual enrolls under the latter provision, his 
coverage could not begin until the sixth month after he enrolls. 
Monthly premiums would be collected in advance for each month 
during which an individual was covered under the program. 

There would be a general enrollment period between October 1 and 
December 31 of 1968 and during the comparable period i i every even-
numbered year thereafter. A person who enrolls in a general enroll­
mient period would get protection effective with the July 1 following 
the general enrollment period. 

No one could enroll for the first time more than 3 years after the 
close of the first enrollment period open to him and -io one could 
reenroll unless he does so in a general enrollment period which begins 
within 3 years of the date his previous enrollment was terminated. 
A person could reenroll only once. 

The limitations on enrollment and reenrollment such as those recorn­
mnended are made in order to reduce the possibility of people enrolling 
in the program when their health deteriorates, thus increasing costs by 
covering people during periods of ill health who chose not to be 
covered during periods of good health. 

The Secretary also is authorized to enter into an agreement with any 
State which, before January 1, 1968, elects to have certain of its money 
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payment public recipients covered by the supplementary plan. States 
would be permitted to decide whether to request enrollment of the 
money payment recipients of old age assistance or such recipients 
who are 65 years of age and older who are receiving money payments 
under the combined program, title XVI, or to decide to request 
coverage for all the aged among the money payment recipients under 
title I, IV, X, XIV, and XVI. Excluded from coverage under 
this arrangement are those persons who are entitled to receive a 
benefit under the old-age, survivors, and disability insurance sys­
tem, or the Railroad Retirement Act. The State would pay, in 
behalf of each individual who is to be enrolled, the premium charge 
that is determined by the provisions of the bill. Those recipients 
of public assistance money payments who become 65 years of age 
on or after January 1, 1968, and who are eligible to enroll individually 
may have their monthly premium charges paid by the public as­
sistance agency with Federal financial participation. However, 
the committee believes that it is not practicable at this time to 
authorize States to cover recipients of medical assistance for the 
aged through vendor payments under an agreement or to make 
premium payments in their behalf. 

The bill provides that under certain circumstances, the State public 
welfare agency may act as the carrier in the State for the administra­
tion of those provisions with respect to individuals who are receiving 
money payments under public assistance programs, whether such indi­
viduals are covered by the agreement or not. 

The agreement may also include provisions for transfer of public 
assistance funds to another carrier, if the State is not serving as a car­
rier, so that the insurance benefits and deductibles, coinsurance, and 
other items met by the State under its public assistance plans can be 
merged for purposes of paying providers of medical care. 
(b) Benefits under the voluntary supplementary plan 

The voluntary supplementary plan would provide protection that 
builds upon the protection provided by the hospital insurance plan. It 
would cover physicians' services, additional home health visits, and a 
variety of other health services, not covered under the hospital insur­
ance plan. The beneficiary would pay the first $50 of expenses he 
incurs each year for services of the type covered uinder the plan. 
Above this deductible amount, the plan would pay 80 percent of the 
reasonable costs in the case of services provided by an institution or 
home health agency and 80 percent of reasonable charo'e's for other 
covered services, with normally 20 percent being paid ry the bene­
ficiary. 

Benefits under the supplementary plan would be provided for: 
(1) Medical and other health services. These, would include: 

(a) Physicians' services, including surgery, consultation, 
and home, office, and institutional calls; 

(b) Chiropractors' services and podiatrists' services; 
(c) Services and supplies of the kind which are incidental 

to physicians' services furnished in their offices or hospital 
out-patient departments; 

(d) Diagnostic X-ray and laboratory tests and other 
diagnostic tests; 

(e) X-ray, radium, and radioactive isotope therapy; 

49-043 0-65-pt. I­
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(f) Surgical dressings, splints, casts, and other devices for 
reduction of fractures and dislocations; 

(g) Rental of durable medical equipment, such as iron 
lungs, oxygen tents, hospital beds, and wheelchairs; 

(h) Prosthetic devices (other than dental) which replace 
all or part of an internal body organ;

(i) Ambulance services with limitations;
()Braces and artificial legs, arms, and eyes. 

(2)H ome health services for up to 100 visits during a calendar 
year (without a requirement of prior hospitalization). 

The committee bill includes physicians' services within the defini­
tion of medical and other health services, rather than listing them 
separately as the House bill does and adds coverage of the services 
of chiropractors and podiatrists. Under the committee bill, phy­
sicians' services would include certain services performed by a doctor 
of dentistry or of dental or oral surgery, which would not be included 
under the House bill. Only surgery related to the jaw or a contiguous 
structure, and the reduction of fractures of the jaw or facial bones 
would be covered under this change made by the committee so that 
the cost of surgical services which may alternately be performed by 
a qualified physician or dentist would be covered whether a member 
of either profession performed the service. The committee bill also 
maakes it clear that items, supplies, services of aids, etc., that are 
incidental to physicians' personal services would be covered in the 
hospital, clinic, home, or office and regardless of whether the bills 
are rendered by the hospital, the physician, or both. For example, 
the change would make it clear that a laboratory test would be 
covered whether performed in the physician's office or whether 
the physician sends the specimen to an independent laboratory and 
regardless of whether the physician or the laboratory bills the patient. 
If the test is performed in an independent laboratory, standards con­
tained in the committee bill, which are described below, relating to 
laboratory services of independent laboratories would appjly. 

As mentioned previously, under the committee bill, in-patient 
psychiatric hospital services would be transferred to the basic plan 
rather than being under the supplementary plan as in the House bill. 

The $50 deductible would be applied on a calendar year basis, except 
that expenses the individual incurred in the last 3 months of the pre­
ceding calendar year would be counted as satisfying the deductible 
if they had been counted toward the deductible in that year. This 
special carryover provision would avoid requiring persons with sub­
stantial costs at the end of 1year to meet the deductible perhaps early 
in the next year as though they had had no prior bills. As mentioned 
previously, under the committee-approved bill the out-patient hospital 
diagnostic deductible under the basic plan would be regarded as an 
incurred exp`ense for purposes of the supplementary plan-i.e., it 
would count toward satisfying the $50 deductible and, where the $50 
deductible has been met, it would count as an expense for which the 
supplementary plan would make payment. In this way out-patient 
hospital services and other out-patient services would be covered on a 
comparable basis. 

There would be a special limitation on benefits for expenses in con­
nection with treatment of mental, psychoneurotic, and personality dis­
orders of a person who is not a hospital in-patient. During any year, 
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a maximum of $312.50 or 62% percent of the expenses involved, which­
ever is smaller, would be considered incurred expenses-that is, ex­
penses used in calculating benefit payments. The effect of this pro­
vision is to limit payment under the plan to a maximum of $250 (80 
percent of $312.50) or half of the incurred expense (80 percent of 62Y2 
percent of the expense), whichever is less. 

Ambulance services would be covered only where other methods of 
transportation are not feasible due to the individual's condition, and 
only to the extent provided in regulations. It is the intention of the 
committee that transportation by ambulance be covered only if (a) 
normal transportation would endanger the health of the patient and 
(b) the individual is transported to the nearest hospital with appro­
priate facilities or to one in the same locality, and under similar re­
strictions, from one hospital to another, to the patient's home or to 
an extended care facility. 

Covered home health services and the conditions of participation 
for home health agencies would be the same as under the hospital in­
surance plan. There would, however, be no requirement, as there is 
in the hospital insurance plan, that benefits be paid only when the 
patient was previously hospitalized. 

Under the committee bill, diagnostic tests performed in a laboratory 
which is independent of a physician's office or a hospital would be 
covered under the supplementary plan onty if the laboratory is licensed 
under applicable State or local law or meets standards for such 
licensing and if it meets such other health and safety requirements as 
the Secretary finds necessary. The laboratory a physician maintains 
for performing diagnostic tests in connection with his own practice 
would be exempt from these standards but if the phyisician runs a 
laboratory which performs diagnostic work referred by other physi­
cians the laboratory would be subject to these standards. The 
committee believes these requirements, which are not included in the 
House bill, are necessary to assure that only laboratory services of 
acceptable quality are paid for under the program. 
(c) Method of payment under the voluntary supplementary plan 

Under both the House bill and the committee bill, after the in­
dividual has incurred the $50 deductible amount, the plan would pay 
80 percent of the reasonable costs of or the reasonable charges for the 
covered services. In the case of services furnished by, or under 
arrangements made by, hospitals, extended care facilities, and home 
health agencies, payment would be 80 percent of reasonable costs 
and would be made to the provider of services by the carrier ad­
ministering the benefits under the supplementary plan. 

In all other cases, except in the case of certain group practice plans, 
payment would be 80 percent of reasonable charges and would be 
made by the carrier to the beneficiary unless the beneficiary assigned 
the benefits to the person or organization which furnished the covered 
services. The committee bill would provide group-practice prepay­
ment plans with the alternative of having the program pay 80 percent 
of the reasonable cost of the covered services they furnish (including 
physicians' services) rather than 80 percent of the reasonable charges. 
The committee believes this change is desirable to accommodate 
group-practice prepayment plans. Under such plans there is usually 
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no charge for a specific service, the physician being paid by the plan 
on a salary or other basis unrelated to reimbursement for a specific 
service. Among the bases permitted for reasonable cost determina­
tion is the calculation of costs on a per capita basis-the one which 
the group-practice prepayment plans generally use for their members. 

Reasonable cost, as defined for purposes of reimbursement under 
the supplementary plan, would be the same as under the hospital in­
surance plan. The carriers administering the benefits under the sup­
plementary plan would, under the terms of their contracts with the 
Secretary, have to take such action as may be necessary to assure that 
where payment is on a cost basis, the cost is reasonable cost. In gen­
eral, under the supplementary plan a provider of services (a covered 
hospital, extended care facility, or home health agency) could charge 
a beneficiary the $50 deductible and 20 percent of the reasonable 
charges (in excess of the $50 deductible) for the covered services. 

Where payment by the program is on the basis of charges (for phy­
sicians' services and medical and other health services not furnished 
by providers of services), the carriers would take action to assure 
that the charge on which the reimbursement is based is reasonable and 
is not higher than the charge used for reimbursement on behalf of 
the carriers' own policyholders or subscribers for comparable services 
and under comparable circumstances. In addition, where payment is 
on the basis of an assignment, the reasonable charge would have to be 
accepted as the full payment. The Committee has inserted into the 
bill the House report language that, in determining reasonable charges, 
the carriers would consider the customary charges for simiilar services 
generally made by the physician or other person or organization 
furnishing the covered services, and also the prevailing charges in the 
locality for similar services. 

The committee believes that the use by carriers of certain existing 
mechanisms and procedures will help in the determination of whether 
a charge is reasonable. For example, procedures established by State 
or local medical societies for resolving fee disputes are regularly utilized 
by carriers. Such arrangements could be used not only to settle 
questions between carriers and physicians but also, between patients 
and physicians when the patient believes that an incorrect charg-e
has been made. Also, the use of relative value scales, where they 
have been agreed upon, is helpful in establishing a reasonable rela­
tionship between payments for various medical procedures. And, 
where service benefit plans, for payment for physicians' services, 
serve as carriers under the program, the use of the same agreed-upon 
fee schedules that are employed in their own programs may be helpful 
in avoiding the possibility of disputes regarding fees. 
(d) Financing 

Both the House bill and the committee bill establishes a premium of 
$3 a month initially for individuals who enrol] under the supplemen­
tary plan. Since the minimmn increase in cash social security benefits 
provided under the bill for retired workers 65 and over would be $4 a 
month ($6 a month for man and wife who are both 65 and are receiving 
benefits based on the same earnings record), the minimum benefit 
increase would fully cover the amount of monthly premiums for the 
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supplementary plan. Under the House bill, persons enrolling who 
are entitled to monthly social security or railroad retirement benefits 
would have the premiums deducted from their monthly benefits. The 
committee-approved bill adds a sirrnilar provision for withholding 
the premniums of an enrolled individual from the annuity he receives 
under the civil service retirerrent system or another retirement 
system administered by the Civil Service Commission. If the wife 
of such an individual is also enrolled, and he agrees, her premium 
may also be withheld from his monthly annuity. (Of course, in 
any case enrollment in the plan is voIluntary.) Deducting the pre­
inium from monthly benefits would help keep collection costs to a 
minimum. The method of collecting premiums for those who are 
not entitled to monthly benefits would be prescribed by the Secretary. 
People who are entitled to monthly benefits but who, because they 
have not retired, may not actually receive them or those who may 
receive only a part of them could estimate the amount by which 
premiums will exceed the amount of their benefits and could pay in 
advance the required additional amount to the Secretary. If advance 
payment is not made in these cases, the Secretary would specify the 
payment procedure. It is expected that the annual calculation of 
adjustment in benefits needed where a beneficiary has worked in the 
prior year would take into account the premiums owed and paid in 
connection with the supplementary plan. 

Provision is made for the Secretary to adjust the premium amounts 
supporting the program if medical or other costs rise, but there would 
be no increase in premiums before 1968, and increases would be made 
not more often than every 2 years after 1968. To take into account 
the higher cost of insuring an older individual, premiums payable by 
at person who enrolled later than the first period when enrollment was 
open to him or who reenrolled after his enrollment was terminated 
would be increased by 10 percent for each full year he could have 
been but was not enrolled. 

There would be a contribution from Federal general revenues equal 
to the aggregate premiums payable by enrollees. In addition, under 
the House-passed bill, funds could be appropriated in fiscal year 1966 
and remain available through the next fiscal year as repayable ad­
vances (without interest) to the trust fund in order to provide an 
operating fund at the beginning of the program and to provide a 
contingency reserve. The committee-approved bill modifies this 
provision, to take account of the later effective date of the supple­
mentary plan and to provide greater flexibility as to the time of the 
appropriation. The appropriation would be available through the 
calendar year 1968. The amount that would be appropriated for 
this purpose would be $18 per person eligible to enroll at the beginning 
of the supplementary program, January 1, 1967. 

A new separate trust fund would be established-the Federal sup­
plementary medical insurance trust fund. All premiums and Gov­
ermient contributions for the supplementary program would be 
paid into the fund and all benefits and administrative expenses would 
be paid from the fund. 
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3. GENERAL PROVISIONS RELATING TO THE BASIC AND VOLUNTARY 
SUPPLEMENTARY PLANS 

(a) Contditions and limitations on payment for services 
(1) Physicians' role 

The committee's bill provides that the phy-sician is. to be the key 
figure in determining utilization of health services-and provides that 
it is a physician who is to decide upon admission to a hospital, order 
tests, drugs and treatments, and determine the length of stay. For 
this reason the bill would require that payment could be made only 
if a physician certifies to the medical necessity of the services fur­
nished. If services are furnished over a period of time to be specified 
in regulations, recertification by the physician would be necessary. 
Delayed physician certifications and recertifications, accompanied by 
medical and other evidence, to the extent provided by regulations, 
could be accepted in lieu of timely certifications and recertifications 
when, for example, the patient was unaware of his eligibility for the 
benefits when he was treated. 

In the case of in-patient hospital services for which payment would 
be made, the bill would require that a physician certify that the serv­
ices were required for an individual's medical treatment, or that in­
patient diagnostic study was medically required and that the services 
were necessary for such purpose. The first physician recertification 
in each case of in-patient hospital services furnished over a period of 
time would be required no later than the 20th day of the period. In 
the case of out-patient hospital diagnostic services, a physician would 
have to certify that the services were required for diagnostic study. 

In the case of posthospital extended care a physician would have to 
certify that the care was required because the individual needed ski led 
nursing care on a continuing basis for a condition with respect to 
which he was receiving in-patient hospital services prior to transfer 
to the extended care facility or for a condition which arose after such 
transfer and while the individual was still in the facility for treatment 
of the condition or conditions for which he was receiving such in ­
patient hospital services. 

In the case of home health services, a physician would have to cer­
tify that the services were required because the individual was confined 
to his home. He would also have to certify that the individual needed 
(except for receipt of special treatment at a medical institution) 
skilled nursing care on an intermittent basis or physical or speech 
therapy. In the case of home health services, the intermittent nursing 
care or the physical or speech therapy would have to be for treatment 
of a condition for which the individual had received in-patient hospital 
services or posthospital extended care. 

The committee recognizes that there often is a sic nificant difference 
between treatment provided in mental and tubercu~losis hospitals and 
the treatment provided in other hospitals. Often the care in such 
institutions is purely custodial, and it is the intent of the bill to cover 
only active care intended to cure patients in such hospitals and not to 
cover cutodial care. Therefore, the bill would require that a physician 
make specific certifications before payment could be made for in­
patient hospital services furnished in either a psychiatric hospital or a 
tuberculosis hospital. In the case of in-patient- hospital services 
furnished in a psychiatric hospital for the psychiatric treatment of an 
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individual, a physician would have to certify that the psychiatric 
services could reasonably be expected to improve the condition for 
which the treatment was necessary or that in-patient diagnostic study 
was medically required and in-patient psychiatric hospital services 
were necessary for such purposes. In the case of in-patient tubercu­
losis hospital services a physician would have to certify that the services 
were required to be given on an in-patient basis for the treatment of an 
individual for tuberculosis and that the treatment could reasonably be 
expected to either improve the condition for which the treatment was 
necessary or render the condition noncommunicable. 

(2) Utilization review 
The committee is particularly concerned that the utilization and 

review function is carried out in a manner which protects the patients 
while at the same time making certain that they remain in the hospital 
only so long as is necessary, and that every effort be made to move 
them from the hospital to other facilities which can provide less 
expensive, but equal, care to meet their current medical needs. 
pay its benefits in full. The committee expects that the patient's 

The provisions of the committee's bill with respect to mechanisms 
for the review of utilization of services follow the kind of recommen­
dations for utilization review that have been made by private study 
groups, State and National medical societies, and State agencies. 

Hospitals and extended care facilities participating in the program 
would be required to have in effect a utilization review plan providing 
for a review of admissions to the institution, length'of stays, and the 
medical necessity for services provided with the objective of pro­
moting the efficient use of services and facilities. The review would 
ordinarily be carried out* by a staff committee of the institution, 
which would have to include two or more physicians but which could 
also include other professional personnel such as registered nurses 
and medical social workers. Alternatively, the review could be con­
ducted by a similar group outside the institution-preferably one 
established by the local medical society and some or all of the hos­
pitals and extended care facilities in the locality. In some circum­
stances the review committee would have to be one outside the insti­
tution-for example, where the small size of the institution or, in 
the case of an extended care facility, the lack of an organized medical 
staff makes it impracticable for the institution to have a properly 
functioning staff committee. As mentioned previously, if and when 
the Joint Commission on the Accreditation of Hospitals adopts' a 
utilization review requirement for accreditation, the Secretary could 
accept accreditation by the Joint Commission as sufficient evidence 
that a hospital meets the requirements of the law. 

Under a utilization review plan, timely review would have to be 
made of each case in which a beneficiary stays in the institution for an 
extended period. Regulations would provide the institution some lee­
way in determining when the review would have to be carried out, and 
the point at which a review would be most appropriate might vary 
with the diagnosis and treatment involved. Where timely reviews are 
not being made, the Secretary could, in lieu of terminating the agree­
ment under which the institution participates in the program, make a 
decision that with respect to that institution the program would make 
payment only for the first 20 days of a beneficiary's stay in the case of 
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a hospital, or only for days up to a specified number (to be specified 
in regulations) in the case of an extended care facility 

The attending physician would have to be offered an opportunity 
for consultation before there could be a finding that a beneficiary's 
further stay in the institution is not medically necessary, by the phy­
sician members of the review group; and the individual, the institution 
and the attending physician would have to be promptly notified of any 
,such finding. Where such a finding has been made, the program 
could not make payment for services furnished the patient after the 
third day following the day on which the institution received notice 
of the finding.

Under the committee's bill, various organizations participating 
in the administration of the program could have a role in facilitating 
utilization review. State agencies could provide consultative serv­
ices to assist in the establishment of utilization review procedures and 
in evaluating their effectiveness. Under the hospital insurance plan, 
public or private organizations nominated by providers must assist 
in the application of safeguards against unnecessary utilization. 
Carriers administering benefits under the voluntary supplementary 
plan would determine compliance with the utilization review require­
ment; assist in the establishment of review groups*outside hospitals;
assist hospitals, extended care facilities and others who furnish cov­
ered services to develop procedures relating to utilization practices; 
and make studies of such procedures and methods for their improve­
ment. 
(b) Exclusions8Jromcoverage 

The committee's bill woui~l exclude certain health items and serv­
ices from coverage under both~the hospital insurance and the voluntary 
supplementary medical insurance programs in addition to any excluded 
through the operation of other provisions of the bill. For example, 
the bill would bar payment for health items or services that are not 
reasonable and necessary for the treatment of illness or injury or to 
improve the functioning of a malformed body member. Thus, pay­
ment could be made for the rental of a special hospital bed to be used 
by a patient in his home only if it was a reasonable and necessary part 
of a sick person's treatment. Similarly, such potential personal com­
fort items and services as massages and heat lamp treatments would 
only be covered where they contribute meaningfully to the treatment 
of an illness or injury or the functioning of a malformed body mem­
ber. Expenses for custodial care would also be excluded. 

The proposed insurance programs would not pay for any item or 
service furnished an individual if neither the individual nor any 
other person (such as aprepayment plan) has a legal obligation to pay 
for or provide the services. (Under the provision, the third-party lia­
bility statute 42 U.S.C. 2651-2653 would not apply.) Free chest 
X-rays provided by health organizations, for example, would not be 
covered. Where health expenses are charged the patient by a member 
of the patient's household or by an immediate relative, no payment 
would be made. However, a person of little means would not be 
barred from payment under the insurance programs because he met the 
test of medical indigency and was otherwise eligible to receive medical 
assistance under a public assistance program. Furthermore, if a 
person received his care on some prearranged basis toward which he 
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prepaid, the program provided for under the title would nevertheless 
pay its benefits in full. The committee expects that the patient's 
prepayment arrangement would be adjusted appropriately in consid­
eration of the fact that the program met part of the patient's health 
costs. Under the House-passed bill, except in such cases as the 
Secretary may specify, no payment would be made for items and 
services which are paid for directly or indirectly by a governmental 
entity. The committee-approved bill modifies this provision to make 
it clear that no person would be denied benefits because he was also 
covered under a State or local government employee health benefits 
plan. 

Payments would only be made for items and services provided in 
the United States, the Commonwealth of Puerto Rico , the Virgin 
Islands, Guam, and American Samoa. Payment would not be made 
for items and services required as a result of war or an act of war 
which occurs after the effective date of the individual's coverage under 
the proposed program. 

Payments would not be made for routine physical examinations or 
for eyeglasses, hearing aids, or the fitting expenses or other costs in­
curred in connection with their purchase. The committee bill pro­
vides a specific exclusion of routine dental care to make clear that the 
services of dental surgeons covered under the bill are restricted to 
complex surgical procedures. Thus, payment would be made under 
the supplementary plan for the physician's services connected with 
the diagnosis of a specific complaint and the treatment of the ailment, 
but a routine annual or semiannual checkup would not be covered. 
Similarly, the diag~nosvis and treatment by an ophthalmologist of, say, 
cataracts would be covered but the expenses of an eye examination to 
determine the need for eyeglasses and charges for prescribing and 
fitting eyeglasses or contact lenses would not be covered. Similarly, 
too, routine dental treatment-filling, removal, or replacement of 
teeth or treatment of structures directly supporting teeth-would not 
be covered. Neither would payment be made for orthopedic shoes 
or other supportive devices for the feet. 

Expenses for cosmetic surgery would not be covered except where 
incurred in connection w~ith th prompt repair of an accidental injury 
or to improve the functioning of a malformed body member. For 
example, cosmetic surgery could be paid for when furnished in con­
nection with the treatment of a severely burned person. 

Pa yment wvould not be made for health items and services to the 
extent that payments have been made, or can reasonably be expected 
to be made, for them under a workmen's compensation law. The 
Secretary would prescribe regulations to govern the making of pay­
nients whiere a beneficiary's status under workmen's compensation has 
not been ascertained. Payment would be made under the insurance 
plans oin thle condition that repayment would be miade if information 
is received that a workmen's compensation payment for thle health 
care has been made. 
(c) Administration of health insurance provisions 

Overall responsibility for administration of the hospital insurance 
and voluntary supplementary medical insurance programs would rest 
with time Secretary of Health, Education, and Welfare, but State 
agencies and private organizations opcrating under agreements with 
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the Secretary and private carriers or public organizations operating 
under contracts with the Secretary would have a major administrative 
role. In addition to using such organizations under the conditions 
described below, the Secretary woul be authorized to purchase or 
contract separately for services such as auditing or cost analysis. 

(1) Advisory and review groups 
The committee's bill provides for the establishment of a Health 

Insurance Benefits Advisory Council to advise the Secretary on gen­
eral administrative policy matters and on the formulation of regula­
tions in connection with the hospital insurance program and supple­
mentary medical insurance program, including regulations relating 
to conditions of participation for providers. The Advisory Council, 
appointed by the Secretary, would consist of a chairman and 15 mem­
bers including persons outstanding in hospital, medical, and other 
health activities and at least one representative of the public. The 
members could not include regular Federal Government employees. 

The bill also provides for the establishment of a National Medical 
Review Committee to study the utilization of hospital and other medi­
cal care and services with a view to recommending changes in the way 
covered care and services are used and in the administration of the 
basic and supplemental plans. 

The commnittee~is required to make an annual report of its recom­
mendations to the Secretary, and he is required to transmit the report 
to the Congress. 

The committee is to be composed of nine persons, one of whom the 
Secretary would designate as chairman. The members are to be 
selected from people who are representative of organizations and 
associations of professional people in the field of medicine and other 
people who are outstanding in the field of medicine or related fields 
and a majority of the committee are to be physicians and at least one 
member will represent the general public. Regular Federal Govern­
ment employees could not be members of the committee. 

(2) Conditions of participation 
In formulating specific conditions of participation necessary for 

health and safety, the Secretary would consult with appropriate gov­
ernmental agencies and private organizations. The bill specifically 
requires consultation with appropriate State and local agencies and 
national listing or accrediting bodies. The committee would expect 
that the Secretary would consult with the Joint Commission on the 
Accreditation of Hospitals as well as with associations of providers 
of services. Such consultations should be helpful in the development 
of policies, operational procedures and administrative arrangements
of mutual satisfaction to all parties interested in the basic and supple­
mentary plans. Such consultation would provide additional assurance 
that varying conditions of local and national significance are taken 
into account. 

(3) Agreements to participate 
An eligible hospital, extended care facility, or home health agency 

could participate in the programs if it filed with the Secretary ain 
agreement not to charge any beneficiary for covered services for which 
payment would be made under the program and to make adequate pro­
vision for refund or erroneous charges. Of course, a provider could 
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bill a beneficiary for deductible and coinsurance amounts, for the first 3 
pints of blood furnished him during a spell of illness, and for the por­
tion of the charge for a private room or services supplied at the pa­
tient's request and not paid for under the program. 

An agreement could be terminated by either the provider of services 
of the Secretary of Health, Education, and Welfare. Beneficiaries 
would be protected from an abrupt termination of an agreement by a 
provider by the requirement that notice must be given by the provider 
to the Secretary and to the public. The length of time between the 
notice and the point at which the termination becomes effective may be 
specified in regulations (but the length of time cannot be longer than 
6 months). 

The Secretary could terminate an agreement only after reasonable 
notice and only if the provider (a) does no opywith the provi­
sions of the agreement or of the law and regulations, (b) is no longer 
eligible to participate, or (c) fails to provide data needed to determine 
what benefit amounts are payable or refuses access to financial records 
for verification of bills. The Secretary would be required to give 
reasonable notice and opportunity for hearing to a provider of services 
before making a final determination that the provider does not qualify 
to participate under the program or before terminating an agreement 
with the provider. The final administrative decision is subject to 
judicial review. 

(4) Role of the States 
The committee's bill provides for State agencies, operating under 

an agreement with the Secretary, to determine whether a provider of 
services-a hospital, extended care facility, or home health agency-
meets the conditions for participation in the program, and having 
determined that the provider meets the conditions, to certify the fact 
to the Secretary. State agencies would also determine whether inde­
pendent laboratories meet the conditions which are required for 
coverage of laboratory services under part B. The Secretary would 
be required to use the services of State health departments or other 
appropriate State or local agencies in this way wherever the State 
agency is able and willing to perform this administrative function. 
In addition, the Secretary would be authorized to use such agencies 
for the following additional functions: 

(a) Rendering consultative services to providers to assist them 
to establish and maintain necessary fiscal records and otherwise 
to meet the conditions for participation and to provide informa­
tion necessary to derive operating costs so as to determine 
amounts to be paid for the providers' services; 

(b) Rendering consultative services to providers and medical 
societies to assist in the establishment and testing of utilization 
review procedures. 

To illustrate a consultative function a State agency could perform 
to assist providers to qualify, it could assist an extended care facility 
to establish a transfer agreement with a participating hospital. 

The Secretary could select also either public or private organiza­
tions participating in administration of the programs to perform the 

csutative functions mentioned in (a) and (b), above. This would 
enable him to select the organization which he finds can most capably 
carry out these functions in the specific situation. 
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State agencies would be reimbursed for the costs of activities they
perform in the program. As in the cooperative arrangements with 
State agencies in the social security disability program, reimbursement 
to State agencies for hospital insurance benefits activities would meet 
the agency's related costs of administrative overhead as well as of 
staff. In recognition of the need for coordination of the various 
programs in the States that have to do with payment for health care, 
quality of care, and the distribution of health services and facilities, 
the Federal hospital insurance trust fund would pay a fair share 
of the State agency's costs attributable to planning and coordination 
of the functions to be performed under the terms of the agreements, 
with those other activities for which the agency is responsible which 
relate to public and private programs for the provision of health 
services similar to those for which payment miay be made under the 
proposed program. 

(5) Role of public andprivate organizations 
The committee's bill provides a considerable role for the participa­

tion of private organizations in the administration of both the hospital
insurance plan the the supplementary plan. 

Under the hospital insurance plan, groups of providers, or associa­
tions of providers on behalf of their members, could nominate a 
national, State, or other public or private agency or organization which 
they wished to have serve as a fiscal intermediary between themselves 
and the Federal Government. While it is expected that most providers
would want to nominate a private organization, the bill would also 
permit nomination of a publ- agency (a State public health agency, 
for example) by providers which wished to have such an agency serve 
as fiscal intermediary. Z 

A member of an association whose nominated organization or agency
had been selected as a fiscal intermiediary could elect to receive pay­
ment from another intermediary which ha been selected (provided
that the other organization or agency agrees) or could elect to deal 
directly with the Secretary. 

The organization or agency serving as a fiscal intermediary under 
part A would, under agreement with the Secretary, determine the 
amount of payments due upon presentation of provider bills and 
make the payments. The Secretary would be permitted to enter 
into agreement with a nominated organization only if he finds that 
this would be consistent with effective And efficient administration 
and that the organization is able and willing to assist in the applica­
tion of safeguards against unnecessary utilization of covered services, 
and only if the organization agrees to furnish him with such of the 
information it gathers in carrying out the agreement as he finds 
necessary. The agreement may include provision for the agency or 
organization to perform one or more of certain administrative duties 
other than the payment function. These would include providing
consultative services to assist providers to establish and maintain 
necessary. fiscal records and otherwise to qualify as providers of serv­
ices, Serving as a center for communicating with providers, making
audits of p~rovider records, and performing related functions. The 
Government would provide advances of funds to the agencies or or­
ganizations for purposes of benefit payments and as a working fund 
for administrative expenses, subject to account and settlement on a 
cost-incurred basis. 
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The committee believes that medical benefits under the supplemen­
tary program in part B should be administered by the private sector. 
Private insurers, group hiealth plans, and voluntary medical insurance 
plans have great experience in reimbursing physicians. Admninistra­
tioni of other benefits under part B wouldl be handled as is found 
most efficient and convenient to beneficiaries and persons providing 
health services. 

The House-passed bill requires the Secretary, to the extent possible, 
to enter into contracts with carriers under which the carriers would 
perform specified administrative functions or, to the extent provided 
in the contracts, secure the performance of these functions by other 
organizations. These functions include: Determining the amount of 
payments due providers and other persons, and making the payments; 
auditing records of providers; determining whether providers meet the 
utilization review requirements under the program; assisting providers 
and other persons' to develop procedures relating to utilization prac­
tices, and studying the effectiveness of such procedures; assisting in 
the application of safeguards against unnecessary utilization of covered 
services and in the establishment of review groups outside hospitals; 
serving as a channel of comnmunication of information relating to the 
program's administration; and otherwise assisting in the administra­
tion of the supplementary plan. 

Under the House bill, organizations nominated by providers of 
services (hospitals, extended care facilities, arid home health agencies) 
could be used by the Secretary to reimburse these institutions and 
agencies on a reasonable cost basis for services covered under part A, 
and carriers would be used to make payments for services covered 
under part B, including payments to providers of services on a cost 
basis and for doctors bills on a reasonable charge basis. In addition, 
the House bill specifies that, except as otherwise provided, the Secre­
tary may perform any of his functions directly or by contract. 

The committee bill would permit a distribution of part B functions 
among carriers, organizations with which part A agreements are in 
effect, and contractors performing services in behalf of the Secretary 
in a way that is most efficient and convenient for hospitals and bene­
ficiaries. These changes would eliminate the need for organizations 
selected to pay doctors' bills on a charge basis to acquire experience in 
paying hospitals on a cost basis. But as under House language, it 
would still be required that, to the extent possible, doctors would be 
paid through carriers. Under the committee changes, nominated 
organizations having experience with cost. reimbursement could de­
termine the amounts of payments and make such payments whether 
under part .A or part B. In the absence of a suitable nominated 
organization, the Secretary could contract out all or part of this serv­
ice or handle the function directly. Also, the committee bill would 
permit the Secretary to use carriers under part B to make payments 
only for services that are paid for on a charge basis unless the carrier 
is also an organization which is capable of handling payments for 
services on a cost basis. 

The Secretary would be permitted to enter into contracts with car­
riers without regard to provisions of law relating to competitive bid­
ding. However, he could enter into such a contract only if he found 
that the carrier would perform efficiently and effectively and if the 
carrier met such requirements as to financial responsibility, legal 



54 SOCIAL SECURITY AMENDMENTS OF 1965 

authority, and such other matters as the Secretary found pertinent. It 
is your committee's intent that the Secretary shall, to the extent pos­
sible, enter into contracts with a sufficient number of carriers, selected 
on a regional or other geographical basis, to permit comparative analy­
sis of their performance. The contracts would have to provide that 
the carrier would take action to assure that the charges and costs of 
services for which the supplementary plan may make payment are 
reasonable. The carrier would also have to maintain such records and 
furnish such information and reports as the Secretary finds necessary 
and, in addition, would have to establish procedures for fair review 
of beneficiary complaints regarding disallowed requests for payment 
and requests where the amount of payment is in controversy. 

The contracts would be for a term of at least 1 year, and could be 
made automatically renewable. A contract would provide for payment 
of the carrier's cost of administration (including advances of funds 
for such purposes), as the Secretary determined to be necessary and 
proper for carrying out the functions covered by the contract. The 
Secretary could terminate a contract, after reasonable notice and 
opportunity for a hearing, if he found that the carrier had failed to 
substantially carry out the contract or was carrying it out in a manner 
inconsistent with the efficient administration of the supplementary 
medical insurance program. 

The bill broadly defines a carrier with which the Secretary could 
contract as a voluntary association, corporation, partnership, or other 
nongovernmental organization lawfully engaged in providing, pay-ing 
for, or reimbursing the cost of, health services under group insurance 
policies or contracts, or similar group arrangements, in consideration 
of premiums or other periodic charges payable to the carrier. It is 
intended that a group of carriers will meet this definition and be 
elig~ible to enter into a contract with the Secretary. The definition 
wouild specifically include a health benefits plan duly sponsored or 
underwritten by an employee organization. With respect to hospitals, 
extended care facilities, and home health agencies, the definition also 
includes a public or private organization which is nominated by pro­
viders of services and which participates in administration of the 
hospital insurance plan. In addition, a State welfare agency which 
buys into the program for aged welfare recipients could act as the 
carrier for its recipients (if it met the other conditions of participation 
as a carrier). 

In the performance of their contractual undertakings, the carriers 
and fiscal intermediaries would act on behalf of the Secretary, carrying 
on for him the governmental administrative responsibilities imposed 
by the bill. The Secretary, however, would be the real party in 
interest in the administration of the program, and the Governmnent 
would be expected to safeguard the interests of his contractual repre­
sentatives with respect toZtheir actions in the fulfillment of commit­
ments under the contracts and agreements entered into by them with 
the Secretary. 

(6) Appeals 
rThe committee's bill provides for the Secretary to make determina­

tions, under both the hospital insurance plan and the supplementary 
plan, as to whether individuals are entitled to hospital insurance bene­
fits, or supplementary medical insurance benefits and for hearings by 
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the Secretary and judicial review where an individual is dissatisfied 
with the Secretary's determination. Hearings and judicial review are 
also provided for where an individual is dissatisfied with a determina­
tion as to the amount of benefits under the hospital insurance plan if 
the amount in controversy is $1,000 or more. (Under the supple­
mientary plan, carriers, not the Secretary, would review beneficiary 
complaint~s regarding the amount of benefits, and the bill does not 
provide for judicial review of a determination concerning the amount 
of benefits under part B where claims will probably be for substan­
tially smaller amounts than under part A.) Hospitals, extended 
care facilities, and home health agencies would be entitled to hearing 
and judicial review if they tire dissatisfied with the Secretary's deter­
mination regarding- their eligibility to participate in the program. It 
is intended that the remedies provided by these review procedures shall 
be exclusive. 

4. ACTUARIAL COST ESTIMATES FOR THE HOSPITAL INSURANCE SYSTEM 

(a) Summary of actuarialcost estimates 
The hospital insurance systemn established by the committee-

approved bill has an estimated cost for benefit payments and adminis­
trative expenses that is in long-range balance with contribution 
income. It is recognized that the preparation of cost estimates for 
hospitalization and related benefits is much more difficult and is 
much more subject to variation than cost estimates for the cash 
benefits of the old-age, survivors, and disability insurance system.
This is so not only because the hospital insurance program would be 
newly established, with no past operating experience, but also because 
of the greater number of variable factors involved in a service benefit. 
programt than in a cash benefit one. However, the committee believes 
that the cost estimates are made uinder very conservative assumptions 
with respect to all foreseeable factors. 

It is essential, in the view of the committee, that the developing 
operations of this new program should be carefully studied as they' 
occur in the immediate future, so that the Congress and the executive 
branch can be kept as well informed as possible and as quickly as 
is feasible. Under these circumstances, the committee agrees with 
the suggestion which hats been made that there should be a small con­
tinuing actuarial sample (of perhaps 0.1 percent of aill eligible individ­
uals), whose experience can be followed as promptly and as thoroughly 
as if the system related to only about 20,000 persons (under which 
circumstances, it would be possible to make many complete studies of 
the experience as rapidly as it develops, without the disadvantages
fromt a time standpoint of handling the vast amount of datai that 
arises for the millions of persons protected by the full program). In 
this connection, it. will be essential for carriers involved in the 
processing and payment of claims to supply the necessary actuarial 
information promptly and in adequate fashion for the actuarial 
analyses to be made. 
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(b) Financingpolicy 
(1) Financingbasis of committee-approved bill 

The contribution schedule contained in the committee-approved 
bill, as contrasted with that in the House-approved bill, for the 
hospital insurance programn and the corresponding maximum earnings 
bases are as follows: 

Earnings base Employer-employee Self-employed rate 
rate (percent) (prcent) 

Calendar year Committee- House- Cmittee- House- Committee- House-
approved approved approved approved approved approved 

bill bill bill bill bill bill 

196---6,---------- 600 $5,600 0.65 0.70 0.325 0.35 
1967-70 ----------------------- 6,600 5,600 1.00 1.00 .50 .50 
1g71~-72 ----------------------- 6,600 6,600 1.10 1.0O .55 .50 
1973-75------------6,600 6,600 1.20 1.1O .60 .55 
1976-79------------6,600 6,600 1.30 1.20 .65 .60 
19" 6------------6,600 6,600 1.60 1.40 .75 .70 
1987 andafter---------6,600 6,600 1.70 1.60 .85 .60 

The hospital insurance program would be completely separate from the 
old-age, survivors, and disability insurance system in several ways, 
although the earnings base would be the same under both programs. 
First, the schedules of tax rates for old-age, survivors, and disability 
insurance and for hospital insurance are in separate subsections of 
the Internal Revenue Code (unlike the situation for old-age and 
survivors insurance as compared with disability insurance, where 
there is a single tax rate for both programs, but an allocation thereof 
into two *ortions). Second, the hospital insurance program has a 
separate trust fund (as is also the case for old-age and survivors 
insurance and for disability insurance) and, in addition, has a sepa­
rate Board of Trustees from that of the old-age, survivors, and 
disability 'insurance system. Third, the bill provides that income tax 
withholding statements (forms W-2) shall show the proportion of the 
total contribution for old-age, survivors, and disability insurance and 
for hospital insurance that is with respect to the latter. Fourth, until 
the railroad retirement system has -at least as large a maximum earn­
ings base as does the hospital insurance program, this pro am would 
cover railroad employees directly in the same manner as other covered 
wvorkers, and their contributions would go directly into the hospital 
insurance trust fund and their benefit payments would be paid 
directly from this trust fund (rather than directly or indirectly through 
the railroad retirement system), whereas these employees are not 
covered by old-age, survivors, and disability insurance (except in­
directly through the financial interchange provisions); thereafter, the 
Railroad Retirement Board would administer the hospital insurance 
program for railroad employees and annuitants, and the financial 
interchange provisions would be operative, just as they are for the 
cash benefits programs. Fifth, the financing basis for the hospital in­
surance system would be determined under a different approach than 
that used for the old-age, survivors, and disability insurance system, 
reflecting the different natures of the two programs (by assuming 
rising earnings levels and rising hospitalization costs in future years 
instead of level-earnings assumptions and by making the estimates 
for a 25-year period rather than a 75-year one). 
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(2) Self-supporting nature of system 
Just as has always been the case in connection with the old-age, 

survivors, and disability, insurance system, the committee has very 
carefully considered the cost aspects of the proposed hospital insur­
ance system. In the same manner, the committee believes that this 
program should be completely self-supporting from the contributions 
of covered individuals and employers (the transitional uninsured 
group that would be covered by this program would have their benefits, 
and the resulting administrative expenses, completely financed from 
general revenues, according to the provisions of the bill). Accord­
ingly, the committee very strongly believes that the tax schedule in 
the law should make the hospital insurance system self-supporting 
over the long range as nearly as can be foreseen, as well as actuarially 
sound. 

(3) Actuarial soundness of system 
The concept of actuarial soundness as it applies to the hospital 

insurance system is somewhat similar to that concept as it applies to 
the old-age, survivors, and disability insurance system (see discussion 
of this topic in a following section), but there are important differences. 

One major difference in this concept as it applies between the two 
different systems is that cost estimates for the hospital insurance 
program should desirably be made over a period of only 25 years in the 
future, rather than 75 years as in connection with the old-age, sur­
vivors, and disability insurance program. A shorter period for the 
hospital insurance program is necessar~y because of the greater diffi­
culty in making forecast assumptions for a service benefit than for a 
cash benefit. Although there is reasonable likelihood that the num­
ber of beneficiaries aged 65 and over will tend to increase over the 
next 75 years when measured relative to covered population (so that a 
period of this length is both necessary and desirable for studying the 
cost of the cash benefits under the old-age, survivors, and disability 
insurance program), it is far more difficult to make reasonable assump­
tions as to the trends of medical care costs and practices for more 
than 25 years in the future. 

In starting a new program such as hospital insurance, it seems 
desirable to the committee that the program should be completely 
in actuarial balance. In order to accomplish this result, the committee 
has developed a contribution schedule that-will meet this requirement, 
according to the underlying cost estimates. 

(c) Hospitalizationdata and assumptions 
(1) Past increases in hosp'dtal costs and in earnings 

Table A presents a summary comparison of the annual increases in 
hospital costs and the corresponding increases in wages that have 
occurred since 1954 and up through 1963. 
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TABLE A.--Comparison of annual increases in hospitalization costs and in earnings 

[In percent] 

Increase over previous year 

Calendar year 
Average wages Average daily

in covered hospitalization
employment costa 

1955 ----------------------------------------------------------------- 3.8 6.3 
1956------------------------------------------------------------------ 5.7 4.5 
1957------------------------------------ ----------------------------- 5.5 7. 7 
1958------------------------------------------ ---------------------- 3.3 8.6 
1959 ----------------------------------------------------------------- 3.3 6. 8 
1960----------------------------- I------------------------------------ 4.3 6.8 
1961 ----------------------------------------------------------------- 3.1 8.5 
1962 ----------------------------------------------------------------- 4.2 5.3 
1963----------------------------- ------------------------------------ 2.4 5.6 

Average'I-------------------------------------------------------- 4.0 6. 7 

a Rate of increase compounded annually that is equivalent to total relative increase from 1954 to 196. 

The annual increases in earningys are based on those in covered 
employment under the ol-g, sriors, and disability insurance 
system as indicated by first quarter taxable wages, which by and 
large are not affected by the maximum taxable earnings base. The 
data on increases in hospitalization costs are based on a series of 
averag~e daily costs (inclilding not only room and board, but also other 
charges), prepared by the American Hospital Association. 

The annual increases in earnings have fluctuated somewhat over 
the 10-year period, although there have not been very large deviations 
from the average annual rate of 4.0 percent; no llpward or downward 
trend over the period is discernible. The annual increases in hospital 
costs likewise have fluctuated from year to year around the average 
annual rate of 6.7 percent; tile increases in the last 2 years were 
relatively low as compared with previous years. 

Hospital costs then have been increasing at a faster rate than earn­
ings. The differential between these two rates of increase hafs 
fluctuated widely, being as high as somewhat more than 5 percent in 
some years and as low as a negative differential of about 1 percent in 
1956 (with the next lowest differential being at positive one of about 1 
percent in 1962). Over the entire 10-year period, the differential 
between the average annual rate of increase in hospital costs over tile 
average annual rate of increase in earnings was 2.7 percent. 

The colnmittee was advised by thle Department of Health, Educa­
tion, and Welfare that, in the future, earnings are estimated to increase 
ait a rate of about 3 percent per year. It is much more difficult to 
predict what the corresponding increase in hospital costs will be. It 
would appear that, at the least, hospital costs wvould increase about. 2 
percent per year more than earnings for a few years and that, at the 
mo~st, this differential rate would be 3 percent per year. It is recog­
nized, of course, that these "mninimium" and "maximum" assumptions 
result in a relatively wide spread in thle cost estimates for hospital 
insurance proposals if the estimates are carried out for a number of 
years into the future. 
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(2) 	Assumptions underlying original cost estimatesfor the admin­
istration's bill, H.R. 3920 and S. 880, 88th Congress (the 
King-Anderson bill) 

By way of background to the development of the cost estimates for 
the hospital insurance system that would be established by the 
committee-approved bill, there follows a discussion of cost estimates 
on the administration's proposals in the 88th Congress and in this 
Congress.

The actuarial cost estimates for H.R. 3920 and S. 880, 88th Con­
gress, made at the time of its introduction in 1963 were presented in 
detail-as to assumptions, methodology, and results-in Actuarial 
Study No. 57 of the Social Security Administration. 

In considering the hospitalization-benefit costs in conjunction with a 
level-earnings assumption for the future, it is sufficient for the pur­
poses of long-range cost estimates merely to analyze possible future 
trends in hospitalization costs relative to covered earnings. Accord­
ingly, any study of past experience of hospitalization costs should be 
made on this relative basis. The actual experience in recent years 
has indicated, in general, that hospitalization costs have risen more 
rapidly than the general earnings level, with the differential being 
in the neighborhood of 3 percent per year-2.7 percent in the last 10 
years. 

A major consideration in making cost estimates for hospitaliza­
tion benefits, then, is how long and to what extent this tendency of 
hospital costs to rise more rapidly than the general earnings level will 
continue in the future, and whether or not it may in the long run be 
counterbalanced by a trend in the opposite direction. Some factors 
to consider are the relatively low wages of hospital employees (which 
have been rapidly "catching up" with the general level of wages and 
obviously may be expected to "catch up" completely at some future 
date, rather than to increase indefinitely at a more rapid rate than 
wages generally) and the development of new medical techniques and 
procedures, with resultant increased expense. 

In connection with this factor, there are possible counterbalancing 
factors. The higher costs involved for more refined and extensive 
treatments may be offset by the development of out-of-hospital 
facilities, shorter durations of hospitalization, and less expense for 
subsequent curative treatments as a result of preventive measures. 
Also, it is possible that at some time in the future, the productivity 
of hospital personnel will increase significantly as the result of changes 
in the organization of hospital. services or for other reasons, so that, as 
*in other fields of economic activity, the general wage level might in­
crease more rapidly than hospitalization prices in the long run. 

Perhaps the major consideration in making and in presenting these 
actuarial cost estimates for hospitalization benefits is that-unlike 
the situation in regard to cost estimates for the monthly cash benefits, 
where the result is the opposite~-an unfavorable cost result is shown 
when total earnings levels rise, unless the provisions of the system 
are kept up to date (insofar as the maximum taxable earnings base 
and the dollar amounts of any deductibles are concerned). The reason 
for this result is that, as indicated. in Actuarial Study No. 57, the 
fundamental assumption was made that hospitalization costs would 
rise at the same rate over the long run as the total earnings level; how­
ever, contribution income would rise less rapidly than tue total earn­
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ings level unless the earnings base is kept up to date. Under these 
conditions, it is necessary that the base be kept up to date with the 
changes in the general level of earnings, since contributions depend on 
the covered earnings level, and this level is dampened if the earnings 
base is not raised as earnings go up. Accordingly, it was necessary in 
the actuarial cost estimates for hospitalization benefits in Actuarial 
Study No. 57 to assume either that earnings levels will be unchanged 
in the future or that, if wages continue to rise (as they have done in 
the past), the system will be kept up to date insofar as the earnings 
base and the deductibles are concerned. 

The basic assumption underlying the actuarial cost estimates in 
Actuarial Study No. 57 was that the relationship between earnings and 
hospital costs would, on the average, be the same into the future as in 
the 1961 experience. Alternatively and equivalently, these assump­
tions meant that earnings and hospital costs will rise, on the average, 
at the same rate in the future and that the earnings base will be ad­
justed proportionately with changes in the earnings level. 

(3) 	Alternative assumptionsfor hospitalization-benefits cost esti­
mates 

One alternative basis for the assumptions that have just been 
discussed would assume the continuation into the long-range future of 
recent trends in the relationship between hospitalization costs and the 
general wage level, while at the same time assuming that there would 
be no change in the maximum earnings base under the system. 

In the recent past, the general earnings level has, increased at a 
rate of about 4 percent a year, while hospital costs have risen about 
7 percent a year, so that there is a differential of about 3 percent. 
Assuming the continuation of these trends into the indefinite future 
and assuming, at the same time, no change in the maximumi earnings 
base would have the following effects: 

(1) Eventually hospitalization costs would exceed 100 percent 
of the earnings of all workers in the country-let alone, of taxable 
earnings. 

(2) Virtually everyone entitled to cash benefits under the 
system would have the maximum benefit prescribed under the 

*law, since they would have their benefits figured on the maximum 
creditable earnings. The earnings of the lowest paid part-time 
workers would eventually rise to the present maximum earnings 
base. 

(3) The cash benefits of the system would be only a very small 
proportion of a person's previous earnings. 

(4) As a percentage of taxable payroll, the cost of the cash-
benefits portion of the system would be considerably lower than 
it is presently estimated to be-to the extent of about 1Y% percent 
of taxable payroll. 

Such 	an assumption was not used in the cost estimates because it is 
considered to be completely unrealistic-and could be considered an 
"impossible" one. It is inconceivable that hospital prices would rise 
indefinitely at a rate faster than earnings because eventually indi­
viduals-even currently employed workers, let alone older persons-
could not afford to go to a hospital under such cost circumstances. 

As a numerical example, consider a full-time male worker now earn­
ing the "typical" amount of $20 per day, or $5,200 per year. The 
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average daily cost for hospitalization (including not only room and 
board, but also other charges) for persons of all ages is about $40, 
currently, or twice the average daily wage. If wages increase 4 per­
cent per year, and if hospital costs increase 7 percent per year-
indefinitely into the future-then the following situation will occur: 

Item At present In 20 years In 50 years 

Average daily wage------------------------------------------ $20 $43.82 $142.13 
Average daily hospitalization cost----------------------------- $40 $114. 79 $1,178.28
Ratio of hospital cost to average daily wage (percent)----- 200 353 829­
Proportion of wage covered by $6,600 base (percent)------ 100 54 18 

Consideration of the foregoing figures indicates that, whereas the 
cost of a hospital day now averages about 2 days' wages, then in 
50 years if the assumed trends take place, the cost of a hospital day 
will be over 8 days' wages. Quite obviously, it is an untenable 
assumption that there can be a sizable differential between the in­
crease in hospitalization costs and the increase in earnings levels that 
will continue for a long period into the future. 

()Assumptions underlying originalcost estimatesJor the admin­
istration's bill, H. R. 1 and S. 1, 8.9th Congress (the King-
Anderson bill) 

The Advisory Council on Social Security Financing, which was 
appointed in 1963 and completed its work by the end of 1964, con­
sidered the subject of hospitalization benefits and made significant 
recommendations in this field that were quite similar to the corre­
sponding provisions contained in the administration's bill, H.R. 1 and 
S. 1, 89th Congress, introduced in January 1965. Further details on 
the recommendations of the Advisory Council and .on the cost assump­
tions that it suggested may be found in its report "The Status of 
the Social Security Program and Recommendations for Its lImprove~­
ment" (app. V, 25th Annual Report of the Board of Trustees, H. Doc. 
No. 100, 89th Cong.). 

The Advisory Council stressed that the assumptions used in esti­
mating hospital insurance costs should be conservative (i.e., where 
judgment issues arise, they should be resolved in a direction that 
would yield a higher cost estimate). The assumptions suggested by 
the Advisory Council were that the estimated 1965 hospitalization 
costs should be assumed to increase in the future in relation to total 
earnings rates by a net differential of 2.7 percent per year for the first 
5 years after 1965, with this differential then being assumed to de­
crease to zero over the next 5 years; thereafter, earnings are assumed 
to rise at an annual rate that is 0.5 percent greater than the increase 
in hospitalization costs. 

The cost estimates made for H.R. 1 and S. 1 (as contained in 
Actuarial Study No. 59 of the Social Secuifity Administration) were 
on the same basis as to hospitalization-cost assumptions as recom­
mended by the Advisory Council. The long-range cost estimates 
were developed on the basis that the base figure for average daily 
hospitalization costs would be 1963 (since the cost estimates for both 
the cash benefits and the hospitalization benefits are founded on this 
basic assumption). This, in turn, meant that there was also the 
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coordinate assumption that the earnings base would, in the future, 
keep up to date with what $5,600 represented in 1963. 

(5) 	Assumptions as to relative trends of hospitalizationcosts and 
earnings underlying cost estimate for committee-approved 
bill andfor House-approved bill-H.R. 6675 

As indicated previously, the committee very strongly believes that 
the financing basis of the new hospital insurance program should be 
developed on a conservative basis. For the reasons brought out 
previously, the cost estimates should not be developed on a level-
earnings basis, but rather they should assume dynamic conditions as 
to both earnings levels and hospitalization costs. Accordingly, it 
seems appropriate to make cost projections for only 25 years in the 
future and to develop the financing necessary for only this period 
(but with a resulting trust fund balance at the end of the period equal 
to about 1 year's disbursements). Although the trend of beneficiaries 
aged 65 and over relative to the working population will undoubtedly 
mnove in an upward direction after 25 years from now, it seems 
impossible to predict what the trend of medical costs and what 
hospital-utilization and medical-practice trends will be in the distant 
future. 

Accordingly, for the purposes of the cost estimates in this report, the 
assumptions as to the relative trend of hospitalization costs as com­
pared with the general earnings level have been modified somewhat as 
compared with the relatively conservative assumptions recommended 
by the Advisory Council. The same differential of hospital costs 
over earnings for the first 10 years is used, but thereafter the assump­
tion is made that these two elements increase at the same rate (rather 
than having a negative one-half of 1 percent annual differential, as in 
the Advisory Council recommendations). In other words, the basis 
of the hospitalization cost trends used in the cost estimates of this 
report are on a more conservative basis than recommended by the 
Advisory Council aind, in fact, are more conservative than those used 
by the insurance business for its estimates for proposals of this type. 
The assumptions as to the relative trends of hospitalization costs and 
wages as used here are the same as those used for the cost estimates 
for the House-approved bill. 

(6) 	Assumptions as to hospital utilization rates underlying cost 
estimates for committee-approved bill and for House-
approved bill-H.R. 6675 

It should be pointed out that the hospital utilization assumptions 
for the cost estimates prepared by the Social Security Administration 
and also those in this report have always been founded on the hypoth­
esis that current practices in this field will not change relatively more 
in the future than past experience has indicated. In other words, 
no account is taken of the possibility that there will be a drastic 
change in philosophy as to the best medical practices, so as, for 
example, to utilize in-hospital care to a much greater extent than is 
now the case. 

The hospital utilization rates used for the cost estimates for the 
various past proposals (H.R. 3920 and S. 880, 88th Congress; the 
Advisory Council plan; and H.R. 1 and 5. 1, 89th Congress) were the 
same in all instances. In view of the fact that testimony of the 
insurance business and the Blue Cross stated their belief that higher 
utilization would develop (actually, by as much as 40 percent higher 
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in the early years of operation), higher utilization rates have been 
adopted than those used previously by the Social Security Adminis­
tration. The increase in the early-year utilization rates is about 20 
percent. Half of this can be attributed to changing the previous 
assumption of low-cost utilization rates in the early years to the 
assumption of the intermediate-cost rates then; the latter were pre­
viously used only after the program would be in operation for a few 
years and the beneficiaries would have better knowledge of the bene­
fits available. The other half of the increase in the utilization rates 
can be said to represent a basic adjustment upward for all future 
years, which can be viewed as a safety factor. 

In other words, the current estimates can be considered to be 
high-cost ones, as compared with the intermediate-cost ones formerly 
used by the Social Security Administration. Another factor that may 
be used to justify the higher utilization rates used in these cost esti­
mates is the somewhat greater amount of hospitalization which might 
result from the availability of the physicians' services benefits for 
in-hospital cases made available under the supplementary medical 
insurance program contained in the committee-approved bill. 

(7) 	Assumptions as to hospital per diem rates underlying cost 
estimates for House-approved bill and for committee-
approved bill-H.R. 6675 

The average daily cost of hospitalization that is used in these cost 
estimates is computed on the same basis as the corresponding figures 
in Actuarial Study No. '59 of the Social Security Administration. 
These per diem costs were in close agreement with what the Blue 
Cross testimony indicated, although some 13 percent below the 
estimates of the insurance business. The reason for the latter differ­
ential is that the insurance business did not make as large an allowance 
for a lower average daily cost for persons aged 65 and over and for 
hospital expenses that are not related to inpatients. 
(d) Results of cost estimates 

(1) 	 Summary of cost estimatesfor H.R. 1 and S. 1, 89th Congress, 
under various cost assumptions 

Table B summarizes the cost estimates that would be made .for 
H.R. 1 and S. 1, 89th Congress (the King-Anderson bill) under various 
cost assumptions that have been used in the past, and also under 
those that are being used for the committee-approved bill. This 
analysis is made, with a single plan as the base point, so as to show the 
effect of thme various assumrptions. The variations shown arise from 
changes in a number of the cost factors-the relative trend of hospitali­
zation costs as compared with earnings; the period over which the cost. 
estimates are made, and whether static or dynamic assumptions are 
involved; and the hospital utilization rates. 

In all the previous cost estimates, it was assumed that the maximum 
taxable earnings base would be kept tip to date, by periodic changes, 
with changes in the general earnings level, and also that the same 
would be trute of any deductibles. In regard to the latter element, 
many of the proposals had provisions c~alling, for increases in the 
deductible amounts as hospital costs inicrease in the future so that the 
condition was thus satisfied; this is the case in connection with the 
hospital and outpatient diagnostic deductibles and also the hospital 
and extended care facility coinsurance in the committee-approved bill. 
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With regard to the assumption that the earnings base would be kept 
up to date in the future, the committee believes that this is not a con­
servative assumption, since it seems to bind future Congresses into 
taking action in order to maintain the actuarial soundness of the hos­
pital insurance system. It should be emphasized that the actuarial 
soundness of the cash benefits program under the old-age, survivors, 
and disability insurance system does not at all depend upon an as­
sumption of the earnings base being adjusted upward when wages 
rise (but rather, on the contrary, the actuarial status of the system is 
improved under such circumstances. Accordingly, although the 
committee believes that, under the likely conditions of rising wages 
over the next 25 years, the earnings base will be adjusted upward 
beyond the increase contained in the committee-approved bill (from 
the present $4,800 to $6,600), the conservative assumption should be 
made for the purposes of the actuarial cost estimates that no further 
increases will occur after 1966. 

TABLE B.-Summary of cost estimates for hospital insurance benefits of H.R. I 

and 	 S. 1, 89th Congress, under various cost assumptions 

Assumptions as to Assumptions as to relative trends of Estimated level-cost I 
earnings base hospitalization costs and earnings 

COST ESTIMATES PREPARED ON LONG-RANGE LEVEL-EARNINGS ASSUMPTIONS 

(1) Keeps up to date with Over the long range, hospitalization costs and 0.67% (basis of Actuar­
what $5,600 was in earnings increase at same rate from 1961 on. ial Study No. 57, 1963).
1963. 

(2) Keeps up to date with Past experience projected to 1965; in next 6years, 0.81% (basis of cost esti­
what $5,600 was in hospitalization costs, rise more rapidly than mates developed for 
1963. earnings-by a total differential of 10%; there- 1964 legislation).

after, hospitalization costs and earnings rise at 
same rate. 

(3) Keeps up to date with Past experience projected to 1965; hospitalization 0.84% (basis of cost esti­
what $6,600 was in costs rise more rapidly than wages by 2.7% for mates for Advisory
1963. 5 years; then this differential is reduced to zero Council and in Actu­

in next 5 years and after 1976 wages rise more anial Study No. 69,
 
rapidly than hospitalization costs by M% per 1966).
 
year.


(4) Keeps up to date with Past experience projected to 1966; hospitalization 0.87%. 
what $5,600 was in costs rise more rapidly than wages by 2.7% for 
1963. 6 years; then this differential is reduced to zero 

in next 6 years; after 1975, hospitalization costs 
Sand wages increase at same rate. 

(6) Keeps up to date with Same as in (4) --------------------------------- 0.90%. 
what $6,600 would 
be in 1966. 

COST ESTIMATES PREPARED ON LONG-RANGE RISING-EARNINGS ASSUMPTIONS 

(6) Same as in (6)--------- Same as in (4) --------------------------------- 0.96%. 
(7) 	Remains at 65,600 Same as in (4)--------------------------------- 0.98%. 

through 1970; 
brough up to date I 
by inreSe to $6,600 
in 1971 and increased 
correspondingly 
every 6th year there­
after. 

(8) 	 Remains at $6,600 Same as in (4)--------------------------------- LJ09%.2 
through 1970; in­
creases to $6,600 in 
1971 and then re­
mains constant. 

(9) 	 $6,600 in 1966 and then Same as in (4) --------------------------------- 1.08%.2 
remains constant. 

IExcept for items (1) and (2), which are on a perpetuity basis, the figures are for the level cost over a 26­
year period, expressed as a percentage of taxable payroll; includes margin so that trust fund balance at 
end of period equals the disbursements for that year.

2All the cost estimates for ite,,s (1) to (8) are based on the hospital utilization rates of Actuarial Study
No. 59 of the Social Security Administrazion. I1he level cost for item (8) would be increased to 1.21% 
under the hospital utilization rates pt the estiniates of this report, while for item (9) tlse corresponding figure
would be 1.20%. 
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(2) Level-costs of hospital and related benefits 
As shown in footnote 2 of table B, the level cost of the hospital 

benefits that would be provided under H.R. 1 and S. 1, 89th Congress, 
is 1.20 percent of taxable payroll, under the assumptions that the 
earnings base would be the same as in the committee-approved bill and 
would not change after 1966, and that both hospitalization costs and 
general earnings will continue to rise during the entire 25-year period 
considered in the cost estimates. The corresponding level cost of the 
hospital aind related benefits in the commiittee-approved bill is 1.31 
percent of taxable payroll. The difference arises from several factors. 
A higher cost arises for the committee-approved bill because the self-
employed contribute on a lower rate basis (i.e., at the employee rate 
instead of U~times the employee rate), because there are more insured 
persons (due to the transitional insured status provisions for certain 
persons aged 72 and over), and because of the inclusion of hospital 
benefits beyond 60 days (with coinsurance). On the other hand, 
there is a lower cost under the committee-approved bill because of 
the exclusion of prehospital home health services and because of the 
higher earnings base, but this only partially offsets the factors men­
tioned in the previous sentence. 

The level-equivalent of the contribution schedule in the committee-
approved bill (as described previously) is 1.32 percent of taxable 
payroll. Accordingly, these estimates indicate that the hospital 
insurance program is in actuarial balance under the assumptions 
made (and described previously). 

The estimated level-cost of the hospital and related benefits of 
1.31 percent consists predominantly of the cost of the hospital benefits. 
It does not seem feasible to attempt to subdivide the cost for the 
hospital benefits and the extended care facility benefits between 
these two categories. In the early years, virtually all of such costs 
will be for hospital benefits. Perhaps only about $25 to $50 million 
will be expended in 1967 for extended care facility benefits. In 
later years, it seems quite possible that greater use of posthospital 
extended care services will be made, thus tending to reduce the use 
of hospitals. From a cost standpoint, then, it seems desirable to 
consider hospital benefits and extended care facility benefits in combi­
nation, and it is estimated that the level-cost therefor is 1.26 percent 
of taxable payroll. The level cost of outpatient hospital diagnostic 
benefits is estimated at 0.01 percent of taxable payroll, with the cost 
in the first full year of operations being about $10 million. Finally, 
the estimated level-cost of the posthospital home health benefits 
is 0.04 percent of taxable payroll, a figure that allows for a considerable 
expansion of these services in the future (with the cost in the first 
full year of operations being estimated at less than $10 million.) 

Table C indicates the changes in the actuarial balance of the hospital 
insurance program due to various changes made in the committee-
approved bill, as compared with the House-approved bill. 



66 SOCIAL SECURITY AMENDMENTS OF 1965 

TABLE C.-Changes in actuarial balance of hospital insurance system, cxpressed 
in terms of estimated level-cost as percentage of taxable payroll, by type of change, 
iniermediate-cost estimate, Ho use-approved bill and committee-approved bill, 
based on 3.60 percent interest. [Pret 

Rem Level-cost 

Actuarial balance under House-approved bill ------------------------- 0. 00 
Earnings base of $6,600 in all future years---------------------------i- 01 
Revised contribution schedule ------------------------------------- + 09 
Inclusion of services of medical specialists I -------------------- 05 
increase in maximum home health services visits----------------------.01 
Increase in maximum hospital benefit days---------------------------. 04 
Inclusion of psychiatric hospitals -----------------------------------. 01 
Transfer of outpatient diagnostic deductible to supplementary plan and 

introduction of 20 percent coinsurance ----------------------------. 02 

Actuarial balance under committee-approved bill ---------------------. 01 
IRadiologists, anesthesiologists, pathologists, and physiatrists. 

As indicated previously, one of the most important basic assump­
tions in the cost estimates presented here is that the earnings base 
is assumed to remain tinchanged after it increases to $6,600 in 1966, 
even though for the period considered (up to 1990) the general earn­
ings level is assumed to rise at a rate of 3 percent annually. If the 
earnings, base does rise in the future to keep up to date with the 
general earnings level, then the contribution rates required would be 
lower than those scheduled in the committee-approved bill. In fact, 
if this were to occur, the steps in the contribution schedule beyond 
the combined employer-employee rate of 1.1 percent would not be 
needed. Furthermore, under the foregoing conditions, if the hospital 
utilization experience followed the intermediate-cost assumptions 
made previously in Actuarial Study No. 59 of the Social Security 
Administration (increased by 10 percent for the estimates presented 
in this report), and if all other conditions (such as the relationship of 
hospitalization costs and general earnings) developed as they are set 
forth in the assumptions, then it is possible that the combined 
employer-employee contribution rate would not have to increase 
beyond 1 percent. 

(3) Number of persons protected on July 1, 1966 
It is estimated that on July 1, 1966, the total population of the 

United States (including American Samoa, Guam, Puerto Rico, and 
the Virgin Islands) who are aged 65 and over will be 19.10 million 
(after a~lowance for underenumeration in the census counts and in 
popillation projections based thereon). 

The total number of such persons who are estimated to be eligible 
for the hospital and related benefits on the basis of insured status under 
the old-age, survivors, and disability insurance system and the rail­
road retirement system is 16.90 million, of whom 16.08 million are 
insured under old-age, survivors, and disability insurance only, 0.56 
million are insured under railroad retirement only, and 0.26 million 
are insured under both systems. Of the remaining 2.20 million, 
about 1.95 million are estimated to be eligible for the hospital and 
related benefits under the transitional provision on eligibility of 
presently uninsured individuals, as contained in the committee-
approved bill. The remaining 250,000 persons are not- eligible for 
hospital and related benefits because they are active or retired em­
ployees who are eligible for more comprehensive benefits under the 
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Federal Employees Health Benefits Act of 1959 (200,000 persons), 
because they are-~alien residents who do not meet the residence and 
other requirements, or because they are subversives. 

The cost for the 1.95 million persons who would be blanketed in 
for the hospital and related benefits is met from the general fund of 
the Treasury (with the financial transactions involved passing through 
the hospital insurance trust fund). The costs so involved, along with 
the financial transactions, are not included in the preceding cost 
analysis or in the following discussions of the progress of the hospital 
insurance trust fund. A later portion of this section, however, 
discusses these costs for the blanketed-in group. 

()Future operations of hospital insurance trustfund 
Table D shows the estimated operation of the hospital insurance 

trust fund under the committee-approved bill. Accordin to this 
estimate, the balance in the trust fund would grow steadl inth 
future, increasing from about $450 million at the end of 1966 to $1.9 
billion 5- yerater. Over the long range, the trust fund would 
build up steadily, reaching $10.1 bilion in 1990 (representing the 
outgo for 1.0 years at the level of that time). The balance in the 
trust fund at the end of each calendar year in the early years of 
operation would be somewhat larger than shown in table D if the 
appropriations from the general fund of the Treasury are made at 
the beginning of each fiscal year (as a provision added by the com­
mittee-approved bill would permit). If this is done at the beginning 
of fiscal year 1967 (on July 1, 1966), the balance in the trust fund at 
the end of calendar year 1966 will be about $150 million higher. 

Table D is based on the assumption that the hospital and related 
benefits for railroad workers and annuitants will be administered 
through the hospital insurance trust fund. However, if the maximum 
earnings base under the Railroad Retirement Tax Act is increased to 
at least that under the hospital insurance system, thereafter the 
Railroad Retirement Board will administer these benefits and will 
receive the contributions (at the same rate) from railroad workers. 
At the same time, the financial interchange provisions which are 
applicable under present law to the cash benefits would be operative 
for the hospital and related benefits (the detailed operation and the 
function of the financial interchange provision are explained in 
par. (c) (6) of the section dealing with the actuarial cost estimates 
for the old-age, survivors, and disability insurance system). As a 
result, there would be no net financial effect on the hospital insurance 
program whether or not such transfer of administration occurs. 
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TABLE, D.-Estimated progressof hospital insurance trust fund 

[In millions] 

Contribu- Benefit Adminis- Interest Balance in 
Calendar year tions payments trative 

expenses 
on fund fund at 

end of year 

1966-------------------------------------
1967-------------------------------------
1968-------------------------------------
1969------------------------------------
1970-------------------------------------
1971 -------------------------------------
1972-------------------------------------
1973-------------------------------------
1974-------------------------------------
1975------------------------------------
1980-------------------------------------
1985-------------------------------------
1990-------------------------------------

$1,S4R 
2,766 
3,025 
3,120
3,225 
3,609

3,776 
4,251 
4,474 
4,655 
6,569
7,540
9,505 

$1,055 
2,358 
2,574 
2,807 
3,060 
3,293
3,531 
3,788 
4,053 
4,330 
5,680
7,341
9,414 

1$55 
71 
77 
84 
92 
99 

106 
114 
122 
130 
170 
220 
282 

$15 
15 
29 
41 
48 
53 
60 
68 
80 
88 

153 
252 
310 

$453 
805 

1,208 
1,478
1,599 
1,869
2,064 
2,481 
2,860
3,143 
5,479 
8,188 

10,098 

I Including administrative expenses incurred in 1965. 
NOTE.-The transactions relating to the noninsured persons who would be covered for the benefits of 

this program, the cost for whom is borne out of the general funds of the Treasury, are not shown in the 
above figures. The figures in this table are based on the assumption that railroad worters will be covered 
directly by this program. (See table E for data on the basis that the Railroad Retirement Board will 
administer their benefits.) 

Under the circumstances of such a transfer, both the contributions 
and the benefit payments made directly through the hospital insurance 
trust fund would be lower than shown in table D. The extent of the 
decrease in benefit payments and the size of the financial interchange 
payments will depend on the extent to which persons eligible under 
both the railroad system and the hospital insurance system choose to 
receive their payments through the former. The financial results are 
shown in table E under the extreme assumption that all dutal eligibles 
elect to receive benefits throug-h the railroad system. 

Not included in the figures in table E are any excesses of contribu­
tions collected by the railroad retirement system over the amount to 
be credited, through the financial interchange, to the hospital insurance 
trust fund; such excesses would result if the railroad retirement 
earnings base is higher than that under hospital insurance. Con­
versely, the contributions collected by the railroad retirement system 
could be slightly lower than the amount to be credited to the hospital 
insurance trust fund if the two earnings bases are the same, since the 
railroad retirement base is on a monthly basis, rather than an annual 
one (for example, an individual earning- $500 per month for 6 months 
of a year and $600 per month for the other 6 months would have all 
his wages covered under a $6,600 annual base, but not under a $550 
monthly base). There could also be a difference if subsequently the 
railroad retirement base were not increased as rapidly as any increases 
that might occur in the hospital insurance base. In any event, the 
hospital insurance trust fund receives the samne amount, and the rail­
road retirement account has either an excess or a deficit in this respect. 

Also not included in table E aire the benefit costs of certain services 
furnished in Canada that are available only to railroad eligibles. 
These have an estimated cost initially of about $200,000 per year, 
financed entirely by the railroad retirement system, and aire not 
involved in the financial interchange transactions. 



SOCIAL SECURITY AMENDMENTS OF 1965 69 

TABLE E.-Estima ted financial results if railroad workers and annuitants receive 
hospital and related benefits through railroad reftrement account 

[In millions] 

Benefit 
Contribu- payments Financial 

Calendar year 	 tions I and ad- interchange
ministrative payment 23 
expenses"1 

1966-------------------------------------------------------- $29 $39 $10 
1967 -------------------------------------------------------- 48 84 36 
1968 -------------------------------------------------------- 50 90 40 
1969 -------------------------------------------------------- 50 94 44 
1970 -------------------------------------------------------- 50 99 49 
1971-------------------------------------------------------- 54 103 49 
11972------------------------------------------- ------------- 155 106 51 
1973 -------------------------------------------------------- 159 109 50 
1974 -------------------------------------------------------- 60 113 53 
1975 -------------------------------------------------------- 60 115 55 
1980-------------------------------------------------------- 74 116 42 
1985 -------------------------------------------------------- 75 116 41 
1990 -------------------------------------------------------- 85 114 29 

1 Amounts involved in the financial interchange transactions. 
2Based on the assumption that all dual eligibles elect to receive benefits from the railroad retirement 

system.
Payments from the hospital insurance trust fund to the railroad retirement account (shown on an ac­

crual basis). 

(e) 	 Cost estimate for hospital benefits for noninsured persons paidfrom 
generalfunds 

The committee-approved bill would provide hospital and related 
benefits not only for beneficiaries of the old-age, survivors, and dis­
,ability insurance system and the railroad retirement system, but 
also for most persons aged 65 and over in 1966 (and for many of those 
attaining this age in the next few years) who are not insured under 
either of these two social insurance systems. Such benefit protection 
would be provided to any person aged 65 and over on July 1, 1966, 
who is not eligible as an old-age, survivors, and disability insurance 
or railroad retirement beneficiary and who (a) is not an employee of 
the Federal Government or a retired Federal employee enrolled for 
health benefits under the Federal Employees Health Benefits Act of 
1959, or the wife or widow of such an individual; (b) is not a member of 
a subversive organization and has not been convicted of subversive 
activities; and (c) is a citizen or is an alien lawfully admitted for 
permanent residence who has had at least 10 years of continuous 
residence. 

Persons meeting such conditions who attain age 65 before 1968 
also would qualify for the hospital benefits, while those attaining age 
65 after 1967 must have some old-age, survivors, and disability 
insurance or railroad retirement coverage to qualify; namely, three 
quarters of coverage (which can be acquired at any time after 1936) 
for each year elapsing after 1965 and before the year of attainment of 
age 65 (e.g-., six quarters of coverage for attainment of age 65 in 1968, 
nine quarters for 1969, etc.). This transitional provision "washes out" 
for men attaining. age 65 in 1974 and for women attaining agre 65 in 
1972, since the fully insured status requirelnent for monthly benefits 
for such categories is then no greater than the special insured status 
requirement. 

The benefits for the "noninsured" group would be paid from the 
health insurance trust fund, but with reimbursement therefor from 
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the general fund of the Treasury on a current basis, or even in advance 
for the fiscal year, at the beginning thereof or at later dates. 

The estimated cost to the general fund of the Treasury for the 
hospital and related benefits for the noninsured group is as follows for 
the first 5 calendar years of operation (in millions): 

Codtto General
Calendar year: Treasuryi

1966 (last 6 months)------------------------------------------ $145 
1967 ------------------------------------------------------- 285 
1968 ------------------------------------------------------- 280 
1969 ------------------------------------------------------- 270 
1970 ------------------------------------------------------- 265 

The cost to the general fund of the Treasury decreases slowly for the 
closed group involved. Offsetting, in large part, the decline in the 
number of eligibles blanketed in is the increasing hospital utilization 
per capita as the average age of the group rises and the increasing 

hospitalization costs in future years. 

S. 	 ACTUARIAL COST ESTIMATES FOR THE VOLUNTARY SUPPLEMENTARY 
MEDICAL INSURANCE SYSTEM 

(a) Summary of actuarialcost estimates 
The supplementary medical insurance system that would be 

established by the committee-approved bill has an estimated cost for 
benefit payments incurred and for administrative expenses that would 
adequately be met during the first 2 years of operation (1967-68) 
by the individual premium rates prescribed plus the equal matching 
contributions from the general fund of the Treasury. Both contri­
butions and benefit payments would begin in January 1967. In sub­
sequent years, the committee-approved bill provides for appropriate 
adjustment of the premium rates so as to assure that the program 
will be adequately financed, along with the establishment of sufficient 
contingency reserves. Al'uhough provision is made for an advance 
appropriation from general revenues to provide a contingency reserve 
during the period January 1967 through December 1968, it is believed 
that this will not actually have to be drawn upon, but nonetheless it 
serves as a desirable safeguard to the financing basis of the program. 

Just as in the case of the hospital insurance system, it is essential 
that the operating experience of a vast new program such as this 
should be sub' ect to prompt, thorough actuarial review and study.
Acc~ordingly, the committee approves of the suggestion that has been 
made for a small random sample of the eligibles to be maintained on 
a current basis, so as to permit intensive study by the actuary without 
the delay that would be inherent in attempting to obtain operating ex­
perience data for the entire group of persons covered under the system. 

(b) Financingpolicy 
(1) Self-supporting nature of system. 

The committee has recommended the establishment of a supple­
mentary medical insurance program that can be voluntarily elected, 
on an individual basis, by virtually all persons aged 65 and over in 
tihe United States (excluding only those aliens who have not been 
lawfully admitted for permanent residence or who have not had 10 
continuous years of residence). This program is intended to be 
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completely self-supporting fromn the contributions of covered inidi­
viduals and from the equ al-mnatching contributions from tile general 
fund of thle Treasury. Initially (for the period January 1967 through 
December 1968), thle premium rate is established at $3 per month, 
so that the total income of the system per participant per month will 
be $6. Persons who do not elect to come into the system at as early 
a time as possible will generally have to pay a higher premium rate 
than $3. Under the committee-approved bill, the monithly premium 
rate can be adjusted for future years after 1968, so as to reflect the 
expected experience, including an allowance for a margin for con­
tingencies. All financial operations for this programi would be 
handled through a separate fund, the supplemient~ary medical in­
surance trust fund. 

The committee-approved bill also provides for establishment of an 
advance appropriation from the general funds of the Treasury that 
will serve as an initial contingency reserve in an amount equal to 
$18 (or 6 months' per capita contributions from the general funds of 
the Treasury) times the number of individuals who are estimated 
to be eligible for participation in January 1967 (an estimated 19.15 
million persons). This amount, which is approximately $345 million, 
would be appropriated, but it would not actually be transferred to 
the supplementary medical insurance trust fund unless, and until, 
some of it would be needed. This contingency amount would be 
available only during the first 2 years of operations (January 1967 
to December 1968), and any amounts actually transferred to the 
trust fund would be subject to repayment to the general funds of thle 
Treasury (without interest). 

(2) Actuarial soundness of system 
The concept of actuarial soundness for thle old-age, survivors, and 

disability insurance system and for the hospital insurance system is 
somewhat different than that for the supplementary medical insurance 
program. In essence, the last system is onl a "current cost" financing 
basis, rather than on a "long-range cost" financing basis. The situa1­
tions are essentially different because the financial support of the 
supplementary medical insurance system comes fromt a premiumi rate 
that is subject to change from time to time, in accordance wvith the 
experience actually developing and with time experience anticipated in 
the near future. The actuarial soundness of the supplementary mned­
ical insurance program, therefore, depends only upon the "short-terin" 
premium rates being adequate to meet, onl anl accrual basis, thle benefit 
payments and administrative expenses over the period for which they 
are established (including the accumulation and mi-aintenance of a 
contingency fund). 
(c) Results of cost estimates 

(1) Cost assumptions 
Only a relatively small amount of data is available in regard to the. 

physicians' services and other miedical services that would be covered 
by the supplementary medical insurance system. Thle cost estimates 
used ini determining the premium rate to be charged to in dividuals, 
along with the matching Government contribution, have utilized 
data from time experience uinder the Federal Employees Health Benefits 
Act of 1959 for persons aged 65 and over, the experience uinder the 
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Connecticut 65 program, and various information obtained by the 
National Health Survey conducted on a periodic basis by the Public 
Health Service of the Department of Health, Education, and Welfare. 

The cost estimates have been made on a conservative basis-as 
seems essential in a newly established program of this type for persons 
aged 65 and over, most of whom have not previously had such insur­
ance. It is believed that the $6 total per capita income of the system 
(from the premiums of the individuals and the matching Government 
contributions) will be fully adequate to meet the costs of administra­
tion and the benefit payments incurred, as well as to build up a rela­
tively small contingency reserve. It is believed that there will be no 
need to draw upon the advance appropriation that is provided from 
general revenues. 

Two cost estimates have been presented in regard to the possible 
per capita cost. Under the low-cost estimate, the benefits and admin­
istrative expenses will, on an accrual basis, represent about 70 percent 
of the contribution income, whereas under the high-cost estimate, the 
corresponding ratio will be almost 95 percent. 

In an individual voluntary-election program such as this, it is im­
possible to predict accurately in advance what poportion of those 
eligible to participate in the program will actually dorso. Accordingly, 
the cost estimates have been presented on two bases-an assumed 80­
percent participation and an assumed 95-percent participation. Both 
of these estimates assume that virtually all State public assistance 
agencies will "buy in" for their old-age assistance recipients. 

The same per capita cost has been used for the two participation 
assumptions. It could be argued that with less than complete 
coverage, such as the 80-percent assumption, there would be anti-
selection against the program and that thus a higher per capita cost 
should be used. Although there may be some validity to this argu­
ment, there is the point on the other side of the question that those 
who do not participate will consist, to a considerable extent, of un­
informed persons with low incomes who will not see the need or have 
the foresight to participate. The per capita cost for this category 
will not be significantly lower than the average. Furthermore, the 
experience under group health insurance indicates that 75-percent 
participation is adequate protection against antiselection. 

It is recognized that there could be a very considerable element of 
antiselection in an individual voluntary pro am, such as this, if the 
insured person were required to pay th ful cost. However, since, 
uinder the supplementary medical insurance program, half of the pre­
mium is paid from general revenues, the amount p aid by the individual 
is low enough to be very attractive to even the lowest cost groups. 

If participation should fall to a very low level, the per capita cost 
would rise substantially due to antiselection. In this event, however, 
the initial contingency fund would be a correspondingly larger pro­
portion of the income received. 

(2) Short-range operations of supplementary medical insurance 
trustfund 

Table F presents estimates of the operation of the supplementary 
medical insurance trust fund for the first 2 years of operation, 1967-68. 
As indicated previously, four sets of estimates are given, under different 
assumptions as to low- and high-cost estimates and as to low and high 
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participation. A significant balance in the trust fund develops in 
1967, because of the lag involved in making benefit payments, since 
there are the factors of administrative processing and of the deductible 
that must' be met first before any benefits are payable. In this 
respect, it will be noted that the income from premium payments by 
individuals will go into the trust fund beginning in the early part of 
January 1967, and the matching Government contributions will go 
into the trust fund simultaneously. 

Under the low-cost estimates, the trust fund is estimated to have a 
balance of $455 to $540 million at the end of 1967, and between $695 
and $825 million at the end of 1968. On the other hand, under the 
high-cost estimates, the balance in the trust fund at the end of 1967 
will be between $315 and $385 million, and will be about $50 million 
higher at the end of 1968. 

TABLE F.-Estimatedprogress of supplementary medical insurance trust fund 

[In millions] 

Contributions 
__________ Benefit Adnminis- Interest Balance in

Calendar year payments trative ex- on fund fund at end 
Paartii Govern pauses Iof year 

pns ment 

Low-cost estimate, SO-percent participation 

1967-------------------------- $151 $155 $590 $71 $10 $455 
1968-------------------------- 565 565 880 80 20 695 

Low-cost estimate, 95-percent participation 

1967------------------------- -$6 $660 W $700 $90 $10 $540 
1968--------------------------- 670 670 985 95 25 825 

High-cost estimate, SO-percent participation 

1967-------------------------- $555 $555 $705 $91 $5 $315 
1968 -------------- 165 165 1,000 196 15 360 

High-cost estimate, 91-percent participation 

1967 -------------------------- $600 $600 $835 $110 $10 $385 
1968--------------------------- 670 670 1,190 115 15 435 

I Administrative expenses shown include both those for the full year 1967 and such expenses as incurred 
in 1965 and 1966. 

NOT~E.-N~ot included above is the advance appropriation from general revenues that is to provide a 
cnignyreserve during 1967-468 (to be used only if needed and to be repayable). 

6.IMPROVEMENT AND EXTENSION OF KERR-MILLS MEDICAL 
ASSISTAN CE PROGRAM 

(a) Background 
The provision of medical care for the needy has long been a responsi­

bility of the State and local public welfare agencies. In I-ecent years, 
the Federal Government has assisted the States and localities in carry­
ing this responsibility by participating in the cost of the care provided. 
Under the original Social Security Act, it. was possible for the States, 
with Federal help, to furnish money to the needy with which they could 
buy the medical care they needed. Since 1950, the Social Security 

49-643 0-65--pt. 1---­
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Act has authorized participation in the cost of medical care provided 
in behalf of the needy aged, blind, disabled, and dependent children-
the so-called vendor payments.

Several times since 1950, the Congress has liberalized the.provisions 
of law under which the States administer the State-Federal program of 
miedical assistance for the needy. The most significant enactment was 
in 1960 when the Kerr-Mills medical assistance for the aged program 
was authorized. This legislation offers generous Federal matching to 
enable the States to provide medical care in behalf of aged persons who 
have enough income for their basic maintenance but not enough for 
medical care costs. This program has grown to the point where 
40 States and 4 other jurisdictions have such a program and over 
246,000 aged were aided in March 1965. Furthermore, medical care 
as a part of the cash maintenance assistance programs has also grown
through the years until, at this time, nearly all the States make 
vendor payments for some items of medical care for at least some 
of the needy. 

The committee bill is designed to liberalize the Federal law uinder 
which States operate their medical assistance programs so as to make 
medical services for the needy more generally available. To accom-I 
plish this objective, the committee bill would establish, effective 
January 1, 1966, a new title in the Social Security Act-"Title XIX: 
Grants to the States for Medical Assistance Programs." 

Under the House bill, after an interim period ending June 30, 1967, 
all States would have to adopt the new program or lose Federal 
matching as to vendor medical payments since the current provisions 
of law would expire at that time. Under the committee bill the States 
will have the option of participating under the new program or 
continuing to operate under the vendor payment provisions of title I 
(old-age assistance and medical assistance for the aged), title IV (aid 
to families with dependent children), title X (aid to the blind), title 
XIV (aid to the permanently and totally disabled), and title XVI 
(the combined adult program). Programs of vendor payments for 
medical care will continue, as now, to be optional with the States. 

(b) State plan requirements 

(1) Standard provisions 
The provisions in the proposed title XIX contain a number of 

requirements for State plans which are either identical to the existing 
provisions of law or are merely conforming changes. These are: 

That a plan shall be in effect in all political subdivisions of the 
State. 

That there shall be provided an opportunity for a fair hearing 
for any individual whose claim for assistance is denied or not acted 
upon with reasonable promptness. 

That the State agency will make such reports as the Secretary 
may from time to time require. 

That there shall be safeguards provided which restrict the use 
or disclosure of information concerning applicants or recipients 
to purposes directly connected with the administration of the plan. 

That all individuals wishing to make application for assistance 
under the plan shall have an opportunity to do so and that such 
assistance shall be furnished with reasonable promptness. 
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That in determining whether an individual is blind there shall 
be an examination by a physician skilled in the diseases of the 
eye or by an optometrist, whichever the individual may select. 

That medical assistance will be furnished to individuals who 
are residents of the State but who are absent therefrom. 

(2) Additions to standard provisions 
In addition to the requirements for State plans mentioned above, 

the committee bill contains several other plan requirements which 
are either new or changed over provisions currently in the law. 

The bill provides that there shall be financial participation by the 
State equal to not less than 40 percent of the non-Federal share of the 
expenditures under the plan and that, effective July 1, 1970, the finan­
cial participation by the State shall equal all the non-Federal share. 
This provision was included to make certain that the lack of availa­
bility of local funds for financing of any part of the program not affect 
the amount, scope, or duration of benefits or the level of administration' 
set by the State. Prior to the 1970 date, the committee will be will­
ing to consider other legislative alternatives to the provisions making 
the entire non-Federal share a responsibility of the State so long as 
these alternatives, in maintaining the concept of local participation, 
assure a consistent statewide program at a reasonable level of ade­
quacy. 

The bill contains a provision found in the other public assistance 
titles of the Social Security Act that the State plan must include such 
methods of administration as are found by the Secretary to be neces­
sary for the proper and efficient operation of the plan, with the addition 
of the requirement that such methods must include provisions for 
utilization of professional medical personnel in the administration of 
the plan. It is important that State utilize a sufficient number of 
trained and -qualifiedpersonnel in the administration of the program 
including both medical and other professional staff. 

The committee's bill would add a requirement tha the S 
include a description of th& standards, methods, and adnnat~ive 
arrangements which affect quality of medical care that a State w-ill 
usu-imathEdministering medical assistance. This amendment would give 
no authority to the Department of Health, Education, and Welfare 
with respect to the content of such standards and methods. In this 
respect it is somewhat analogous to the requirement,-which has been 
in the public assistance titles since 1950 and which is included in the 
new title XIX, requiring States to have an authority or authorities 
responsible for establishing and maintaining standards for private 
or public institutions in which recipients may receive care or services. 

The committee also added an amendment to require that, after 
June 30, 1967, private and public medical institutions must meet 
standards (which may be in addition to the standards prescribed 
by the State) relating to protection against fire and other hazards 
to the health and safety of individuals, which are established by the 
Secretary of Health, Education, and Welfare. The committee as­
sumes that the standards prescribed by many States at the present 
time will meet or exceed those prescribed by the Secretary. 

The House bill provided that the State or local agency admin­
istering the State plan under title XIX shall be the same agency 
which is currently administering either title I (old-age assistance) or 



76 SOCIAL SECURITY AMENDME.NTS OF 1965 

that part of title XVI (assistance for the aged, blind, and the disabled, 
and medical assistance for the aged), relating to the aged. Where the 
program relating to the aged is State supervised, the same State 
agency shall supervise the administration of title XIX. 

The committee believes that the States should be given the oppor­
tunity to select the agency they wish to administer the program. A 
number of witnesses appearing before the committee have expressed 
the belief that the State health agency should be given the primary 

rresponsibility under this program. The. committee bill leaves this 
decision wholly to the States with the sole requirement that the de­
termination of eligibility for. medical assistance be made by the State 
or local -agency administering State plans approved under title I or 
XVI. The committee agrees with the statement in the House report
 
that the -welfare agencies have "long experience and skill in deter­
mination of eligibility."
 

The committee bill also provides that if, on January 1, 1965, and 
on the date .a State submits its title XIX plan, the State agency ad­
ministering. or supervising the administration of the State plan for the 
blind under title X or title XVI of the Social Security Act is different 
from the State agency administering or supervising the administration 
of the new program, such blind agency may be designated to ad­
minister or supervise the administration of the portion of the title 
XIX plan which relates to blind individuals. This would include 
the eligibility determining function. In such case, the portion of the 
title XIX plan administered or supervised by each agency shall be 
regarded as a separate plan. 

Current, provisions of law requiring States to have an agency or 
agencies responsible for establishing and maintaining standards for 
the types of -institutions included under the State plan have been con­
tinued under the bill. Your committee expects that these provisions 
will be used to bring about progressive improvement in the level of 
institutional care and services provided to recipients of medical as­
sistance. Standards of care in many medical institutions are not now 
at a satisfactory level and it is hoped that current standards appli­
cable to medical institutions wIl be improved by the State's standard-
setting agency and that these standards will -beenforced by the appro­
priate State body.

Under provisions of the committee bill, the State plan must include 
such safeguards as may be necessary to assure that eligibility for care 
and services under the plan will be determined, and that' such care and 
services will be provided, in a manner consistent with simplicity of 
administration and the best interests of the recipient. This provision 
was included in order to provide some assurance that the States will 
not use unduly complicted methods of determining eligibility which 
have the effect of dlaigin an unwarranted fashion the decision on 
eligibility for medical assistance or that the States will not administer 
the provisions for services in a way which. adversely affects the avail-' 
ability or the quality of the care to be provided. The committee 
expects that under this provision, the States will be eliminating unre­
warding and unproductive policies and methods of investigation and 
that they will develop such procedures as will assure the most effective 
working relationships with medical facilities, practitioners, and sup­
pliers of care and service in order to encourage their full cooperation 
and participation in the provision of services under the State plan. 
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Trhe committee hopes that there will be continuing evaluation of all 
State plan requirements in relation to the basic objectives of the 
legislation. 

(c) Eligibilityfor medical assistance 
Under the committee bill, a State plan to be approved must include 

provision for medical assistance for all individuals receiving aid or 
assistance under State plans approved under titles I, IV, R, XIV, 
and XVI. It is only if this group is provided for that States may 
include medical assistance to the less needy. 

Under the committee bill, medical assistance made available to per­
sons receiving assistance under title I, IV, X, XIV, or XVI must not 
be less in amount, duration, or scope than that provided for persons 
receiving aid under any other of those titles. In other words, the 
amount, duration, and scope of medical assistance made available 
must be the same for all such persons. This will assure comparable 
treatment for all of the needy aided under the federally aided cate­
gories of assistance. 

The bill provides furthermore that as States extend their programs 
to include assistance for persons who come within the various cate­
gories of assistance except that their income and resources are suffi­
cient to meet their needs for maintenance, the medical assistance given 
such individuals shall not be greater in amount, duration, or scope 
than that made available for persons who are recipients of money pay­
ments. This was included in order to make sure that the most needy 
in a State receive no less comprehensive care than those who are not 
as needy. 

Under the bill, if a State extends the program to those persons not 
receiving assistance under titles I, IV, X, XIV, and XVI, the deter­
mination of financial eligibility must be on a basis that is comparable 
as among the 'peoplewho, except for their income and resources, would 
be recipients of money for maintenance under the other public assist­
ance programs. Thus, the income and resources limitation for' the 
aged must be comparable to that set for the disabled and blind and 
must also have a comparability for that set for families with children 
who, except for their income and resources, would be eligible for 
AFDC. The scope, amount, and duration of medical assistance 
available to each of these groups must be equal. 

The committee has amended the House bill, however, so that this 
provision as to comparability does not apply in the case of services 
in institutions for tuberculosis or mental diseases. Federal financial 
participation is authorized only with respect to recipients aged 65 
and over in mental. and tuberculosis institutions so it would not be 
appropriate to include them within the scope of this provision. 
(d) Determinationof need for medical assistance 

The committee bill would make more specific a provision now in 
the law that in determining eligibility for and the extent of aid under 
the plan, States must use reasonable standards consistent with the 
objectives of the titles. Although States may set a limitation on mn­
come and resources which individuals may hold and be eligible for aid, 
they must do so by maintaining a comparability among the various 
categorical groups of needy people. Whatever level of financial 
eligibility the State determines to be that which is applicable for the 
eligibility of the needy aged, for example, shall be comparable to that 
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which the State sets to determine the eligibility for the needy blind and 
disabled; and must also have a comparability to the standards used 
to determine the eligibility of those who are to receive medical assist­
ance as needy children and the parents or other relatives caring for 
them. 

Another provision is included that requires States to take into ac­
count only such income and resources as, (determined in accordance 
with standards prescribed by the Secretary), are actually available 
to the applicant or recipient and as would not be disregarded (or set 
aside for future needs) in determining the eligibility' for and the 
amount of the aid or assistance in the form 'of money payments for 
any such applicant or -recipient under the title of the Social Security 
Act most appropriately applicable to him. Income and resources taken 
into account, furthermore, must be reasonably evaluated by the States. 
These provisions are designed so that the States will not assume the 
availability of income which may not, in fact, be available or over-
evaluate income and resources which are available. Examples of in­
come assumed include support orders from absent fathers, which have 
not been. paid or contributions from relatives which are not in reality 
received by the needy individual. 

The committee has heard of hardships on certain individuals by 
requiring them to provide support and to Pay for the medical care 
needed by relatives. The committee believes it is proper to expect 
spouses to support each other and parents to be held accountable for, 
the support of their minor children and their blind or permanently 
and totally disabled children even though 21 years of age or older.) 
Such requirements for support may reasonably include the payment 
by such relative, if able, for medical care. Beyond such degree of rela­
tionship, however, requirements imposed are often destructive and 
harmful to the relationships among members of the family group. 
Thus, States may not include in their plans provisions for requiring 
contributions from relatives other than a spouse or the parent of a 
minor child or children over 21 who are blind or permanently and 
totally disabled. Any contributions actually made by relatives or 
friends, or from other sources, will be taken into account by the State 
in determining whether the individual applying for medical assistance 
is, in fact, in need of such assistance. 

The bill also contains a provision designed to correct one of the 
weaknesses identified in the medical assistance for the aged program. 
Under the current provisions of Federal law, some States have en­
acted programs which contain a cutoff point on income which deter­
mines the financial eligibility of the individual. Thus, an individual 
with an income just under the specified limit may qualify for all of 
the aid provided under the State plan. Individuals, however, whose 
income exeeds the limitation adopted by the State are found ineligible 
for the medical assistance provided under the State plan even though 
the excess of the individual's income may be small, when compared 
with the cost of the medical care needed In order that all States 
shall be flexible in the consideration of an individual's income, the 
committee bill requires that the State's standards for determining eligi­
bility for and-extent of medical assistance shall take into account, ex­
cept to the extent prescribed by the Secretary, the cost-whether in the 
form of insurance premiums or otherwise-incurred for medical care 
or any other type of remedial care recognized under State law. Thus, 
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before an individual is found ineligible for all or part of the cost of his 
medical needs, the State must be sure that the income of the individual 
has been measured in terms of both the State's allowance for basic 
maintenance needs and the cost of the medical care he requires. 

This determination must be made by the agency administering the 
old-age assistance or combined adult program; i.e., the welfare agency. 

The State may require the use of all th excess income of the indi­
vidual toward his medical expenses, or some proportion of that 
amount. In no event, however, with respect to either this provision 
or that described below with reference to the use of deductibles for 
certain items of medical service, may a State require the use of income 
or resources which would bring the individual's income below the 
amount established as the test of eligibility under the State plan. 
Such action would reduce the individual below the level determined 
by the State as necessary for his maintenance. 

The bill contains several interrelated provisions which prohibit or 
limit the imposition of any deduction, cost sharing, or similar charge, 
or of any enrollment fee, premium, or similar charge, under the plan. 

No deduction, cost sharing or similar charge may be imposed with 
respect to inpatient hospital services furnished under the plan. This 
provision is related to another provision in the bill which requires 
States to pay reasonable costs for inpatient hospital services provided 
under the plan. Taken together, these provisions give assurance that 
the hospital bill incurred by a needy individual shall be paid in full 
under the provisions of the State plan for the number of days covered 
and that States may not expect to require the individual to use his 
income or resources (except such income as exceeds the State's main-k 
tenance level) toward that bill. The reasonable cost of inpatient 
hospital services shall be determined in accordance with standards 
approved by the Secretary and included in the State plan. 

For any other items of medical assistance furnished under the plan, 
a charge of any kind may be imposed only if the State so chooses, and 
the charge must be reasonably related to the recipient's income or his 
income and resources. The same limitations apply in the case of any 
enrollment fee, premium, or similar charge imposed with respect to 
inpatient hospital services. The Secretary is given authority to issue 
standards under this provision, which it is expected will protect the 
income and resources an individual has which are necessary for his 
nonmedical needs. 

The hospital insurance benefit program included under other pro­
visions of the bill provides for a deductible which must be paid in 
connection with the individual's claim for hospitalization benefits. 
The committee is concerned that hospitalization be readily availablf-~ 
to needy persons and that the necessity of their paying deductibles 
or cost sharing shall not be a hardship on them or a factor which may t 
prevent their receiving the hospitalization they need. For this *real­
son, the committee's bill provides that the States make provisions, 
for individuals 65 years or older who are included in the new plan,, 
of the cost of any deductible or cost sharing imposed with respect to 
individuals under the program established by the hospital insurance 
provisions of the bill. 

A State medical assistance plan may provide for the payment in 
full of any deductibles or cost sharing under the insurance program 
established by part B of title XVIII. In the event, however, the 
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State plan provides for the individual to assume a portion of such 
costs, suchl portion shall be determined on a basis reasonably related 
to thle individual's income., or income and resources and in co;nformity 
with standards issued by the Secretary. The Secretary is authorized 
to issue standards-under this provision which, it is expected, will 
protect the income and resources of the individual needed for his 

ainteane-to guide the States. Such standards shall protect the 
incoe f the individual needed for his maintenance andad reoures 
provdessuanc tht the responsibility placed oin individuals to 
shaen te ostshllnot be an undue burden on them. 

Titls nd XI the agedI auhorizing, the medical assistance for 
program now provide that the States may not impose a lien against 
the property of any individual prior to his death on account of medical 
assistance payments except pursuant to a court judgment concerning 
incorrect payments, and prohibit adjustment or recovery for amounts 
correctly paid except from the estate of an aged person after his death 
and that of his surviving spouse. This provision, under the com­
mittee bill, has been broadened so that such an adjustment or recovery 
would be made only at a time when there is no surviving child who is 
under the age of 21 or who is blind or permanently and totally disabled. 

(e) Scope and definition ol medical services 
"Medical assistance" is defined under the bill to mean payment of 

all or part of the cost of care and services for individuals who would if 
needy, be dependent under title IV, except for section 406(a)(2), and 
are under the age of 21, or who are relatives specified in section 406 
(b)(1) with whom the child is living, or who are 65 years of age and 
older, blind, or permanently and totally disabled, but whose income 
and resources are insufficient to meet all their medical care costs. 
The bill, as do current provisions of law, permits Federal sharing in 
the cost of medical care provided up to 3 months before the month 
in which the individual makes application for assistance. Thus, the 
scope of the program includes not only the aged, blind, disabled, and 
dependent children as defined in State plans, but also children under 
the atge of 21 (and their caretaker relatives) who come within the scope 
of title IV, except for need and age, even though they may not be 
defined as eligible under a particular State plan. 

The House bill contains a list of services, the first five of which 
the States are rqied to include in their plans, if they elect to 
implement titlezXIX, and the remainder of which are optional with 
the States. The required services are: 

Inpatient hospital services. 
Outpatient hospital services. 
Other laboratory and X-ray services. 
Skilled nursing home services. 
Physicians' services, whether furnished in the office, the 

patient's home, a hospital, or a skilled nursing home or elsewhere. 
These minimum items of service are to become effective July 1, 1967, 

for States having plans in effect; until then a State plan must include-
as now provided in titles I and XVI-some institutional, and some 
noninstitutional services. 

The committee believed that some dental services should be required 
as to individuals under the age of 21. The committee plan limits the 
required "skilled nursing home services" to individuals 21 or older 
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and excludes from the definition of the required "in-patient hospital 
services and" skilled nursing home services those services which are 
in an institution for tuberculosis and mental diseases. This latter 
amendment would help make it clear that it is optional rather than 
mandatory for a State to include services for the aged in tuberculosis 
or mental institutions. 

Other items of medical service which the States may, if they wish, 
include in their plans are: 

Medical care or any other type of remedial care recognized 
under State law, furnished by licensed practitioners within the 
scope of their practice as defined by State law. 

Home health services. 
Clinic service. 
Skill nursing home services (for persons under 21). 
Private duty nursing service. 
Dental service (for persons 21 or over). 
In-patient hospital and skilled nursing home services for persons 

65 or over in an institution for tuberculosis or mental diseases. 
Physical therapy and related services. 
Prescribed drugs., dentures, prosthetic devices, and eyeglas ses 

prescribed by a physician skilled in diseases of the eye or by an 
optometrist, whichever the individual may select. 

Other diagnostic, screening, preventive, and rehabilitative 
services. 

Any other medical care, and any other type of remedial care 
recognized under State law, specified by the Secretary. 

The States must pay the reasonable cost of in-patient hospital 
services for the number of days of care provided under the plan. 

Among the items of medical services which the States may include 
is medical care, or any other type of remedial care recognized uinder 
State law, furnished by licensed practitioners, within the scope of 
their practice as defined by State law. Under this provision, a State 
may, it it wishes, include medical and remedial services provided by 
chiropractors, optometrists, and podiatrists, and Christian Science 
practitioners, if such practitioners and services are licensed by the 
State. 

If a State chooses to provide eyeglasses as a service uinder the plan, 
the committee believes that the individual recipient should be free 
to select either a physician skilled in diseases of the eye or an opto­
metrist to provide these glasses. Many small communities do not 
have qualified ophthalmologists but do have optometrists who, are 
competent to provide, fit, or change eyeglasses. 

In addition to the items specifically listed, the Secretary is author­
ized to define any other medical care or any other type of remedial care 
recognized under State law which he believes might be provided by the 
States and in which the Federal Government will participate 

TheanStatellan may not include any individual who is an inmiate of 
a public institution, except as a patient in a medical institution; nor 
may it include any individual under the age of 65 who is a patient. 
in an institution for tuberculosis or mental diseases. 

Under title XIX, it will be possible for States to give medical as-a~ 
sistance to persons 65 years of age and older who are in mental and 
tuberculosis institutions and to otherwise eligible persons of any age 
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4 Ith a diagnosis of p sychosis or tuberculosis and who are receiving 
/care in other medical institutions. Under the House bill, if the plan 
_includes medical assistance 'for patients in institutions for mental 
diseases or tuberculosis, various requirements are specified for in­
clusion in the State plan with respect to these individuals and various 
other fiscal and other provisions are included. The committee has 
amended the House bill so. that the special provisions will only apply 
as to medical assistance to aged persons in mental institutions. 
These provisions are identical with those included in title IT, part 3, 
of the bill and are explained elsewhere in this report. 

*Medical assistance provided under the bill may include payment for 
care and services provided at any time within the month in which an 
individual becomes eligible or ineligible for assistance, e.g., by attain­
ing a specified age. This avoids the administrative inconvenience of 
having to segregate bills by the day of the month on which care or serv­
ices were provided and is consistent with the monthly pattern of bene­
fits under the other public assistance titles. 

(f) Other conditionsfor plan approval 
Title XIX requires that the Secretary approve any plan which 

fulfills the plan requirements specified and described above and which 
does not contain certain other conditions. Under these provisions, a 
State -plan may not include an age requirement of more than 65 years. 
Effective July 1, 1967, States may' not, under the provisions of your 
committee bill, exclude any individual who has not attained the age 
of 21 and is, or would, except for the provisions of section 406(a) (2) 
be a dependent child under title IV. Thus, States will include within 
the scope of their p lan all children under the age of 21-whether or 
not they are attending school or taking a program of vocational train-
ing-who would otherwise be within the scope of eligibility of a de­
pendent child as defined under title IV of the Social Security Act. 
This provision was included in order to provide assurance that chil­
dren under the age of 21 will have their medical needs met if they 
are either a member of a family receiving a money payment uinder 
title IV of the Social'Security Act or a member of a family which has 
the need and other characteristics described under title IV. 

The Secretary would be prohibited from approving any plan which 
imposed a residence or citizenship requirement that goes beyond those 
now in title I and title XVI as they relate to the medical assistance 
for the aged program. In addition, the Secretary is directed not to 
approve any State plan for medical assistance if he finds that the ap­
proval and operation of theyplan will result in a reduction in the level 
of aid or assistance provided for eligible individuals uinder title I, IV, 
X, XIV, or XVI. An exception is provided allowing States to reduce 
such aid to the extent that assistance now provided tinder titles I, IV,( 
IX, XIV, and XVI is to be provided uinder title XIX. The reason 
the committee recommends the inclision of this provision is to mnake 
certain that States do not divert funds from the provision of basic 
maintenance to the provision of medical care. If the Secretary should 
find that his approval of a title XIX plan would result in at reduction 
of aid or assistance for persons receiving basic maintenance uinder the 
public assistance titles of the Social Security Act (except as specified 
above) he may not approve such at plan uinder title XIX. nFie com­
mittee recognizes the need and urgency for States to maintain, if not 
improve, the level of basic maintenance provided for needy people 
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under the public assistance programs. Thle provision is intended to 
prevent any unwarranted diversion of funds from basic maintenance 
to medical care. 
(g) 	 Financingof medical assistance 

The committee bill provides for payments under title XIX, begin­
ning with the quarter commencing January 1, 1966. States with ap­
proved plans would receive an amount equal to the Federal medical 
assistance percentage of the total amount expended during a quarter as 
medical assistance under the State plan. This percentage is described 
-below. The amount expended as medical assistance for purposes of 
Federal matching include expenditures for premiums under part B 
of title XVIII for individuals who are recipients of money payments 
under one of the Federal-State public assistance progr~ams. This 
may include payment of premiums for those individuals covered under 
agreements between the State and the Secretary, and also for other 
money payment recipients who are eligible under part B of title 
XVIII. In addition, expenditures for other insurance premiums for 
medical or any other type of remedial care or the cost thereof are 
matchable as medical assistance. (The definitions of assistance in the 
public assistance titles of the Social Security Act would also be 
amended to include similar provisions.) 

In addition, the States are to receive 75 percent of so much of 
the sums expended during the quarter as found necessary by the Secre­
tary for the proper and effcient administratiomi of the State plan as are 
attributable to the compensation of skilled professional medical person­
nel and staff directly supporting such personnel of the State agency or 
the local agency administering the plan in the political subdivision. 
This provision was included in order to provide adequate Federal 
financial support for the staffing of the State and local public welfare 
departments by such skilled professional medical personnel and staff 
directly supporti'ng such personnel as may be necessary. Such staff 
will include physicians, medical administrators, medical social work 
personnel, and other specialized personnel necessary to assure anl ade­
quate number of persons to do a quality job as well as the clerical staff, 
directly associated with the professional staff, aind the necessary travel 
and other closely related expenditures. The committee has amended 
the House bill to also authorize Federal participation in the cost of 
training skilled professional medical personnel and staff directly 
supporting such personnel. 

It is very likely that some people in need of medical assistance 
will need related social services in order to receive the full benefits 
of the program. Under the 1962 public welfare amendments, States 
may receive 75 percent Federal sharing in the cost of services provided 
to persons receiving aid under titles I, IV, X, XIV, and XVI to former 
recipients of assistance under these titles and persons likely to become 
recipients of aid under these titles. Thus adequate provisions are 
already available to help the States finance the provision of social 
services to those receiving medical assistance or the cost of training
staff to provide such services and no such provision is included in the 
new title. 

In addition, the States are to receive one-hialf of all other expendi­
tures found by the Secretary to be necessary for the proper and effi­
cient administration of the State plan. 
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The Federal medical assistance percentage is determined in accord­
ance with a formula described in the bill. It provides that a State 
whose per capita income is equal to the national average per capita
income shall receive 55 percent Federal marching. States whose per 
capita income is below the national average shall receive correspond­
ingly higher proportions of Federal funds up to a maximum of 83 
percent. States whose per capita income is above the national average
shall receive correspondingly lower percentages but not less than 50 
percent. The medical assistance percentages for Puerto Rico, the 
Virgin Islands, and Guam shall be 55 percent. The method of de­
termining the Federal medical assistance percentage and the frequency 
of its determination and promulgation are (after the initial promulga­
tion for the period January 1, 1966, to June 30, 1967) already specified 
in the law. 

There is a special provision for adjustment of the Federal medical 
assistance percentage for any State which might not otherwise receive 
full -advantage from the title XIX formula. It is provided that 
during the period from January 1, 1966, through June 30, 1969, the 
Federal medical assistance percentage under title XIX for any State 
shall not be less than 105 percent of the Federal share of medical 
expenditures by the State during fiscal year 1965. The computation
is made by determining the amount of Federal payments made to each 
State for fiscal year 1965 under all of the public assistance titles, which 
would not have been payable except for the making of vendor medical 
-payments. This amount of Federal payments is compared with the 
total amount of vendor medical expenditures under the public
assistance plans (whether below or above the matching ceilings under 
the Federal statutory formulas) to give the Federal share of medical 
expenditures by the State during fiscal year 1965. The raising of the 
Federal medical assistance percentage to 105 percent of the Federal 
share of medical expenditures for 1965 will obviate certain inequities 
in the -various formulas and will enable a few States which might, not-
otherwise do so to receive some additional Federal funds as an in­
centive for an improved program.

Provisions -relating to the availability of Federal sharing in the cost 
of medical assistance- for persons 65 years of age or older who -are 
patients in mental hospitals specify that the States will receive 
additional Federal funds only to the extent that a showing is made to 
the satisfaction of* the Secretary that the additional funds being
received are being used to extend and improve the mental health pro­
gram of the States. Comparable provisions appear in title II, part 3, 
of the bill, and are explained more fully in that part of this report
relating to title IL. 

The provisions of title IV, section 405 of the bill, described else­
where in this report are designed to assure that the additional Federal
funds which are to accrue to the States under the operation of the)
formula described above, shall be used directly in the. public assistance 
program and may not be withdrawn from the program by the States. 

The bill sets forth provisions comparable to those which are in other 
of the public assistance titles of the Social Security Act describing
the procedure by which the State submits its estimates of the funds 
it will need and receives payments under its approved plan, and the 
procedures to be followed in the event it should become necessary to 
question the continued receipt of Federal funds under the new title. 
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There is also a new provision limiting payments made under the new 
title to States making a satisfactory showing of efforts toward broad­
ening the scope of care and services made available under the plan. 
This showing must be such that the Secretary is reasonably convinced 
the program of medical assistance will have such liberalized eligibility 
requirements and comprehensive care and services, including needed 
social services to achieve independence or self-care that by July 1, 
1975, assistance and services needed will be available to substantially 
all individuals who meet the State's eligibility standards with respect 
to income and resources. This provision was included in order to 
encourage the continued development in the States of a broadened 
and more liberalized medical assistance program so that all persons 
who meet the State's test of *need, whose own resources, and the 
resources available to them under other programs for medical care, 
including those established for Federal matching under this bill, are 
insufficient, will receive the medical care which they need by 1975. 

(h) Miscellaneous provisions 
Title XIX would under the provisions of the committee bill become 

effective January 1, 1966. No payments may be made to a State 
under title I, IV, X, XIV, or XVI with respect to aid or assistance in 
the form of medical or other types of remedial care for any period for 
which such State receives payment under title XIX. When a title 
XIX plan has gone into effect pursuant to the bill, all vendor medical 
payments made on or after the effective date (and administrative 
costs on or after the effective date, which are related to vendor 
medical payments) will be accounted for under title XIX, and not 
under the other titles. 

The bill also makes technical and conforming amendments. 
(i) Cost of medical assistance 

As the accompanying table shows, if all States took full advantage 
of provisions of the proposed title XIX, the additional Federal par­
ticipation would amoint to $238 million. However, because all 
States cannot be expected to act immediately to establish programs 
under the new title and because of provisions in the bill which permit 
States to receive the additional funds only to the extent that they 
increase their total expenditures, the Department of Health, Educa­
tion, and Welfare estimates that additional Federal costs in the first 
year of operation will not exceed $200 million. Since the new title 
would be effective only for the last 6months of the fiscal year ending 
June 30, 1966, expenditures in that fiscal year are not expected to 
exceed $100 million. 
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Public assistance: Increased Federal funds available for medical payments under 
title XIX I 

[In thousands of dollars] 

Increase Increase 
State available State available 

under title under title 
xix I xX I 

Total------------------------- $238,005 Missouri----------------------------- $350 
- - Montana------------------------------ 27 

Alabama ---------------------------- 1,045 Nebraska---------------------------- 1,511
Alaska-------------------------------- 5 Nevada------------------------------ 263 
Arizona------------------------------- 19 New Hampshire---------------------- 1,931 
Arkansas ---------------------------- 3,905 New Jersey-------------------------- 5,559 
California--------------------------- 20,411 New Mexico------------------------- 1,634 
Colorado ---------------------------- 2,689 New York -------------------------- 46,580 
Connecticut ------------------------- 3,922 North Carolina----------------------- 2,890 
Delaware------------------------------ 8 North Dakota------------------------ 3,809 
District of Columbia------------------- 344 Ohio-------------------------------- 2,871 
Florida------------------------------- 684 Oklahoma--------------------------- 14,752 
Georgia------------------------------ 363 Oregon------------------------------ 1,291 
Hawaii------------------------------- 898 Pennsylvania------------------------ 3,098 
Idaho-------------------------------- 477 Rhode Island------------------------- 2,437 
Illinois------------------------------ 18,395 South Carolina----------------------- 2,133 
Indiana ----------------------------- 2,136 South Dakota------------------------- 148 
Iowa-------------------------------- 5,315 Tennessee----------------------------- 324 
Kansas------------------------------ 5,858 Texas------------------------------- 1,237 
Kentucky----------------------------- 262 Utah-------------------------------- 3,028
Louisiana --------------------------- 3,950 Vermont----------------------------- 330 
Maine------------------------------- 781 Virginia------------------------------ 159 
Maryland----------------------------- 141 Washington-------------------------- 2,290 
Massachusetts----------------------- 16,614 West Virginia------------------------ 2,260 
Michigan --------------------------- 3,715 Wisconsin --------------------------- 17,031
Minnesota-------------------------- 27,578 Wyoming----------------------------- 280 
Mississippi---------------------------- 317 

I Based on expenditures for vendor medical payments from State and local funds for all programs combined 
in January 1964. If State and local expenditures were reduced, the Federal expenditure would be car­
respondingly lower, while increases in State and local expenditures would also result in increases in the 
Federal cost. 

B. CHILD HEALTH AND WELFARE AMENDMENTS 

1. SUMMARY OF COMMITTEE ACTION 

The committee believes that the proposals embodied in part 1, title 
11 of its bill will help to improve the health care of many low-income 
preschool and school age children and youth. 

The committee's bill would make changes in the three areas noted 
below. 

(1) The House bill increases the amounts authorized for 
maternal and child health services and crippled children's services 
under title V of the Social Security Act in order to assist the 
States to move toward the goal of extending such services with a 
view to making them reasonably available to children in all 
parts of the State by July 1, 1975. The committee bill makes a 
similar increase as to the child welfare program. 

(2) The bill authorizes grants for the training of personnel to 
serve crippled children, particularly mentally retarded children 
and children with multiple handicaps, and; 

(3) The House bill authorizes a new 5-year program of special 
project grants to provide comprehensive health care and services 
for children of school age and for preschool children. The 
committee bill increases these authorizations in the last 3 years 
so as to provide funds for project grants for emotionally dis­
turbed children. 
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(a) Maternaland child health services 
The amount of Federal funds going into maternal and child health 

services in the fiscal year 1964 was approximately $28 million. State 
and local funds were more than three times as much, about $92 
million. 

The committee believes that increases in the child population and 
the cost of medical care, wide variations among the States in maternal 
and infant mortality, and the uneven distribution of basic health serv­
ices indicate the need for additional Federal support in order to help 
States make their maternal and child health services available to 
children in all parts of the State by July 1, 1975. 

The committee bill, like the House bill, would increase existing 
ceilings on authorizations for appropriations for maternal and child 
health services to $45 million (now $40 million) for the fiscal year 
ending June 30, 1966;- to $50 million (now $40 million) for the fiscal 
year ending June 30, 1967; to $55 million (now $45 million) for the 
fiscal years ending June 30, 1968 and 1969; and to $60 million (now 
$50 niillion) for the fiscal year ending June 30, 1970, and for each 
fiscal year thereafter. 
(b) Crippled children's services 

About $29 million of Federal funds was expended for services for 
crippled children in fiscal year 1964. Expenditures fromt State and 
local funds were more than ~twice as muchi-nearly $60 million. 

Differences in rate of service among States is considerable, however, 
the highest being 165 per 10,000, the lowest 15. This unevenness is in­
dicative of the need for considerable growth of these programs in many 
States. M\any crippled children or children with potentially crippling 
conditions do not receive needed care because their conditions may 
not be included in the State's program. For example, a number of 
States do not include children with epilepsy; others do not include 
children with strabismus, neglect of which often results in loss of 
vision in the affected eye; some States do not include children with 
hearing impairments. The increased funds will also help States to 
extend their programs and further broaden their definitions of "crip­
pling." A major reason for these deficiencies in State programs is 
inadequate funds. 

The committee bill, like the House bill, would increase existing 
ceilings on authorizations for appropriations for crippled children's 
services to $45 million (now $40 million) for the fiscal year ending 
June 30, 1966; to $50 million' (now $40 million) for the fiscal year 
ending June 30, 1967; to $55 million (now $45 m-illion) for the fiscal 
years ending June 30, 1968 and 1969; and to $60 million (now $50 
million) for the fiscal year ending June 30, 1970, and for each fiscal 
year thereafter. 

Stich increases would assist the States to move toward the goal of 
extending crippled children's services with a view to making such 
services available to children in all parts of the State by July 1, 1975. 
(c) Child welfare services 

The fact that substantial State and local effort is now being made 
in the financing of child welfare services is indicated by figures showing 
that, in 1964, State and local funds constituted 91 percent of the 
$313 million expended for this program. 
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The committee added an amendment to bring, the authorizations 
for funds for child welfare services in line with the revised authori­
zations for maternal and child health services and crippled children's 
services contained in the Houtse-passed bill. Under this amendment 
the authorization for services would be $45 million (now $40 million) 
for the year ending June 30, 1966; $50 million (now $45 million) for 
the fiscal year ending June 30, 1967; $55 million (now $45 million) for 
the fiscal year ending June 30, 1968; $55 million (now $50 million) 
for the fiscal year ending 1969; $60 million (now $50 million) in the 
fiscal year ending June 30, 1970 and thereafter. 

The additional authorizations, although relatively small, will, it 
is hoped, help States to provide more effective social services for 
children in such areas as neglect, and abuise, adoption, foster care, 
homemaker service, day care services, and services to mentally re­
tarded children and theirX arents. 

The committee also adyed an amendment which would remove the 
earm-arking of funds for day care services, incorporated into the 
Public Welfare Amendments of 1962, because experience has shown 
that earmarking is no longer necessary in order to stimulate the 
initiation and expansion of day care services in the States. Day 
care services have thus now been recognized as an integral part of 
child welfare services and it is hoped that the development of day 
care services will be stimulated by the increase in authorizations. 
(d) Tradning of professional personnel for the care of crippled children 

The committee's bill would authorize a program of grants to 
institutions of* higher learning for training (and related costs) of/ professional personnel such as physicians, psychologists, nurses, 
dentists, and social workers for work with crippled children and par­
ticularly mentally retarded children and those with multiple handi­
caps. Authorizations would be $5 million for the fiscal year ending 
June 30, 1967, $10 million for the fiscal year ending June 30, 1968, 
and $17.5 million for each fiscal year thereafter. 

Of the 4.1 million children born each year about 3 percent-at 
birth or later-will be classified as mentally retarded. The 27,000 
children in 1963 who were served by the 92 clinics in the country 
supported with maternal and child health and crippled children's 
funds represent only a small fraction of the children who need this 
kind of help. 

The growth of programs for children with various handicapping 
conditions including those who are mentally retarded and the con­
struction of new university centers for clinical services and training 
are increasing the demands for adequate trained professional per­
sonnel. 

The training of health personnel authorized is not intended to, and 
in your committee's judgment will not, in any way duplicate other 
programs of training (such as those for teachers) of personnel to 
work with the mentally retarded. 

(e) Paymentfor inpatient hospital services 
The bill also provides for payment of the reasonable cost of in­

patient hospital services provided under the State plans for maternal 
and child health services and crippled children's services. Reasonable 
costs are to be determined in accordance with standards approved by 
the Secretary. 
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(J) Special project grants for low-income school and preschool childre.n 
(i) Comprehensive health care services 

The House bill would authorize a 5-year program of special project 
grants to provide comprehensive health care and services for children of 
school age, or for preschool children, particularly in areas with concen­
trations of low-income families. Projects would provide- screening, 
diagnosis, preventive services, treatment, correction of defects, and 
aftercare for children in low-income families. 

The health needs of preschool children and children of school age, 
particularly children from low-income families, are not being fully met. 
'The increase in the child population is resulting in great crowding of 
clinics available to low-income families and inadequate preventive 
health services and medical, care for their children. 

The committee is convinced that eff ective health supervision for 
children during the years before entering school would help consider­
ably to get them ready for school and reduce the extent of the need for 
school health services for children in the first year of school. Such 
care should also be extended through adolescence. 

There is evidence that many communities are finding that they do 
not have adequate resources to which children can be referred for diag­
nosis and treatment when they are found to be in need of treatment 
through school health programs and their resources for the examina­
tion, diagnosis, and treatment of preschool children to help them 
prepare to enter school are also too few and too crowded. 

The committee's proposal will make possible programs organized 
to make maximum use of available community medical services and 
to bring about a better distribution of the low-income patient group 
among public and voluntary community clinics and hospitals. 

To be eligible for a grant a project must provide for­
(1) coordination with and utilization of other State and local 

health, welfare, and education programs for such children; 
(2) payment of reasonable cost of inpatient hospital services; 
(3) treatment, correction of defects, or aftercare to be avail­

able only to children who would not otherwise receive it because 
they are from low-income families or for other reasons beyond 
their control; and 

(4) inclusion of such screening, diagnosis, preventive services, 
treatment, correction of defects, and aftercare, medical or dental, 
as required by the Secretary. 

A full report with evaluation and recommendations is to be sub­
mitted to the President for transmission to the Congress before 
July 1, 1969. 

The grants would be available to the State health agency or with its 
consent to the health agency of any political subdivision of the State, 
to the State agency administering or supervising the crippled children's 
program, to schools of medicine (with appropriate participation by 
schools of dentistry) and to teaching hospitals affiliated with schools of 
medicine. 

The grants would pay not to exceed 75 percent of the cost of projects. 
The committee recognizes, however, that non-Federal funds may have 
to be derived from a variety of sources, particularly at the beginning 
of the program. These might include existing funds and activities 
of the grantee agency; funds, equipment, time of personnel, or space 



90 SOCIAL SECURITY AMENDMENTS OF 1965 

made available by other agencies; or similar items or gifts from other 
sources. 

The committee is aware that other committees of the Congress have 
before them legislative proposals dealing with school and preschool 
children. The commit tee is unaware of ainy duplication of the services 
provided in the special project health grants for school and preschool 
children incorporated in the proposed newv section 532 of title V of the 
Social Security Act and no duplication is intended. Furthermore, the 
Appropriations Committee will have an opportunity to look at these 
programs at the same time and evaluate their interrelationships. 

Authorizations for appropriations would be­
$15 million for the fiscal year ending June 30, 1966; 
$35 million for the fiscal year ending June 30, 1967; 
$40 million for the fiscal year ending June 30, 1968; and 
$45 million for the fiscal year ending June 30, 1969, and 
$50 million for the fiscal year ending June 30, 1970. 

(ii) Emotionally disturbed children 
The committee added an amendment which would (1) authorize 

Federal grants for projects providing for identification, care, and treat­
ment of children who are or are in danger of becoming emotionally dis­
turbed; (2) increase the authorization for project grants for school age 
and preschool children by $5 million each for fiscal years ending 
June 30, 1968, June 30, 1969, and June 30, 1970; and (3) authorize 
$500,000 a year for fiscal years 1966 and 1967 for project grants for 
research and studies or resources, methods, and practices for the 
diagnosis and treatment of mental illness in children. 

The committee is concerned with the present lack of facilities and 
treatment for emotionally disturbed children and believes that better 
early detection, treatment, and followup of such conditions can avoid 
many serious problems in adulthopd. It was impressed with that 
section of the report of the Warren Commission which stated that, 
at 13, Lee Harvey Oswald was found by a child guidance clinic to be 
,of more than average intelligence but with a serious and deep-seated 
emotional problem and it was recommended that both he and his 
mother receive treatment. But, reads the Warren Commission 
report-

when one of the city's clinics did find room to handle him, 
for some reason the record does not show, advantage was 
never taken of the chance afforded to Oswald. 

Experts estimate that there are about 500,000 children in the 
Nation suffering from evident or borderline psychosis. Not all of 
these children can be labeled potential Lee Oswalds, but thousands of 
them harbor potential for harm to themselves and to society. Of these 
500,000 children only 10,000-or 2 percent-are known to be under 
some sort of treatment. 

The committee amendment wQuld be a modest start toward the 
purposes of providing community-based treatment centers wherever 
they are wanted and the expansion of such facilities now in existence 
in a town or city if the community desires such an expansion. The 
amendment would provide a flexible program to meet a variety of 
needs. It would enable the Secretary of Health, Education, and 
Welfare to make grants to the State health agency, the State mental 
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health 	agency, and the State public welfare agency of any State and 
(with the consent of such State agency) to the health agenlcy, mental 
health agency, and public welfare agency, respectively, of any political 
subdivision of the State, and to any public or nonprofit private agency 
or institution. Under these grants appropriate agencies could 
establish projects to develop community centers for children. Such 
centers would maintain continuing relationships with the schools, 
social agencies, courts, and other community agencies serving children 
and provide, or cause to be provided, continuing protective services 
for children served by the center. 

Projects might include the cost of diagnostic and treatment services, 
payment for services in established community facilities, counseling 
services to parents and children, program research and evaluation, 
establishment of an advisory committee to the project and such other 
costs as the Secretary may determine to be reasonable. Up to 75 
percent of the cost of these projects could be borne by the Federal 
Government. 

(iii) Health study of resources relating to children's emotional 
illness 

Under the committee amendment, the Secretary of Health, Educa­
tion, and Welfare, upon the recommendation of the National Advisory 
Mental Health Council and after securing the advice of experts in 
pediatrics and child welfare, is authorized to make grants for carrying 
out a program of research into and study of resources, methods, and 
practices for diagnosing or preventing emotional illness in children 
and of treating, caring for, and rehabilitating children with emotional 
illnesses. 

Grants can be made to a nongovernmental agency, organization, or 
commission, composed of representatives of leading national medical, 
welfare, educational, and other professional associations, organizations, 
or agencies active in the field of mental health of children. 

2. 	 COSTS OF IMPROVEMENTS IN MATERNAL AND CHILD HEALTH AND 
CRIPPLED CHILDREN'S AND CHILD WELFARE PROGRAMS 

The accompanying tables indicate by State the allotments that 
would be made under the maternal and child health, crippled children's 
and child welfare services programs uinder the existing authorization of 
$40 million for each of these programs for the fiscal year ending June 30, 
1966, and the State allotments which would be made uinder the pro­
posed auithorization of $45 million. The differences by State shown in 
the tables. reflects thle amount of additional funds that States would 
receive under the provisions of the bill in fiscal year ending June 30, 
1966. Differences for subsequent years would be approximately 
twice as large. 

The total additional authorizations for the four types of grant 
authorized under title 1I, part 1, amount to $30 million additional 
Federal funds in the fiscal year ending June 30, 1966, and to approxi­
inately $65 million for the first full year of operation. 
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Grant-in-aid apportionments in maternal and child health program comparison Of 
$45,000,000 appropriationswith $40,000,000 appropriations'I 

Maternal and child health 
state _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ 

$40,000,000 $45,000,000 Difference 

United States--------------------------------------- $31, 437,500 $84, 875,000 $3,437,800 

Alabama-------------------------------------------------- 779,48 865,73 88,251 
Alaska---------------------------------------------------- 149,004 159,397 9,593 
Ariznt ---------------------------------------------------- 264259 202,373 28,114 
Arkansas ------------------------------------------------- 461030 511,049 5o, 619 
California ----------------------------------------------- 1,702,722 1,961,029 198,907 
Colorado-------------------------------------------------- 288,293 317,024 31,331 
Connecticut----------------------------------------------- 340,077 378,997 38,920 
Delaware ------------------------------------------------- 104,678 176,505 ll,887 
District of Columbia --------------------------------------- 198,589 215,702 17,113 
Florida -------------------------------------------------- 1,032,535 1,147,248 114,713 
Geo~rgia--------------------------------------------------------9525 1,094,585 109,290 

G ua--- --- --- -- --- ----- -- --- -- --- -- --- -- --- - 30, 61 136,612 6,551 
Hawaii -------------------------------------------------- 189,032 204,072 15,640 
Idaho----------------------------------------------------- 178,101 192,056 13,955 
Illinois---------------------------------------------------- 993,623 1,133,275 139,652 
Indiana--------------------------------------------------- 755,822 839,872 84,050 
Iowa ----------------------------------------------------- 477,111 529,723 52,612 
Kansas--------------------------------------------------- 34,657 383,593 3,3 
Kentucky ------------------------------------------------ 737,641 819,161 81,520 

LoWsanae------------------------------------------------- 824,480 915,823 91,343 
Maine---------------------------------------------------- 242,840 269,101 26,261 
Maryland ------------------------------------------------ 626,668 696,962 69,394 
Massachusetts--------------------------------------------- 586,978 02, 442 65,464 
Michigan ------------------------------------------------ 1,190,820 1,323,871 133,051 
Minnesota ------------------------------------------------ 603,346 670,198 66,552 
Mississippi ---------------------------------------------- 719,492 798,867 79,375 
Missou--------------------------------------------------- 603,268 670,248 66,980 
Montana ------------------------------------------------- 181,665 196,109 14,504 
Nebraska ------------------------------------------------- 258,374 288,494 26,120 
Nevada--------------------------------------------------- 156,861 167,542 10,051 
New Hampshire ------------------------------------------- 174,243 187,603 13,360 
New Jersey ----------------------------------------------- 635,288 719,709 84,421 
New Mexico ---------------------------------------------- 243,571 209,090 26419 
New York ----------------------------------------------- 1,653,908 1,840,461 186,553 
North Carolina ------------------------------------------- 1,208,705 1,342,775 134,070 
North Dakota--------------------------------------------- 179,079 193,155 14,106 
Ohio----------------------------------------------------- 1,412,888 1,570,915 155,027 
Oklahoma ------------------------------------------------ 392,553 435,721 43,105 
Oregon --------------------------------------------------- 34,9 338,293 33,298 
Pennsylvania--------------------------------------------- 1,516,164 1,685,715 169,551 
Puerto Rico----------------------------------------------- 972,363 1, 079,920 107,557 
Rhode Island--------------------------------------------- 196,794 206,706 15,912 
South Carolina-------------------------------------------- 725,666 805,734 80,068 
South Dakota--------------------------------------------- 185,011 200,081 15,020 
Tennessee ------------------------------------------------ 790,909 878,471 87,562 
Texas ------------------------------------------------- 1,647,537 1,720, 787 173,250 
Utah----------------------------------------------------- 216,786 230,794 19,918 
Vermont-------------------------------------------------- 154,081 164,334 10,253 
Virgin Islands--------------------------------------------- 135,337 131,160 5,823 
Virginia -------------------------------------------------- 904,121 1,004,415 100,294 
Washington----------------------------------------------- 474,460 526,821 52,361 
West Virginia --------------------------------------------- 397,854 441,417 43,563 
Wisconsin ------------------------------------------------ 655,027 727,738 72,711 
Wyoming------------------------------------------------- 149,555 159,111 9,556 

I Under sec. 502(a) (fund A) from a total of $20 000,000 which is half of the appropriation, each State 
receives a uniform grant of $70 600 and an additional grant 6n proportion to the number of live births in the 
State. Under sec. 502(h (funA B), from the other $20,000,000, $4,750,000 is to be used only for special projects 
for mentally retarded children and $3 812,500 or 25 percent of the remaining $15,250,000 is reserved for other 
special prejects. The remainder, $11,437,500, is apportioned so that each State receives an amnount which 
varies directly with the number of urban end rural live births in the State and inversely with State per 
capita income. No State receives less than $50,000. Live births in rural areas are given twice the weight 
of those in urban areas. 
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Grants-in-aidapportionments in crippled children'sprogram comparison of 
$45,000,000 appropriationswith $40,000,000 appropriations'1 

State Crippled children 

$40, 000,000 $45,000,000 Difference 

United States--------------------------------------- $32,187,500 $35,625,000 $3,437,500 

Alabama ------------------------------------------------- 863,999 952,425 88,426 
Alaska---------------------------------------------------- 143,592 152,228 8,636
Arizona--------------------------------------------------- 281,235 310,553 29,318
Arkansas ------------------------------------------------- 531,492 58,446 53,955 
California,------------------------------------------------ 1,590,273 1,821,887 251,614 
Colorado ------------------------------------------------- 280,808 320,323 30,515 
Connecticut----------------------------------------------- 339,915 378,811 38,896 
Delaware ------------------------------------------------- 162,260 173,773 11, 513 
District of Columbia --------------------------------------- 178,877 192,951 14,074 
Florida--------------------------------------------------- 895,936 989,710 93,774
Georgia -------------------------------------------------- 1,024,979 1,130,223 105, 244 
Guam---------------------------------------------------- 127,529 133,689 6,160 
Hawaii --------------------------------------------------- 153,185 197,923 14,738 
Idaho----------------------------------------------------- 182,774 198,310 15,536 
Illinois----------------------------- ---------------------- 990,813 1,101,414 110,601
Indiana--------------------------------------------------- 827,619 914,137 86,518 
Iowa ----------------------------------------------------- 549,886 606,602 56,716 
Kansas --------------------------------------------------- 391,905 432,560 40,655 
Kentucky ------------------------------------------------ 819,461 903,031 ~ 83,570
Louisiaua ------------------------------------------------- 810,210 803,668 83,458
Maine---------------------------------------------------- 223,163 245,868 22,705 
Maryland ------------------------------------------------ 455,442 504,001 48,559
Massachusetts--------------------------------------------- 538,290 607,762 69,472 
Michigan ------------------------------------------------ 1,201,634 1,329,113 127,479
Minnesota ------------------------------------------------ 654,333 722,413 68,080 
Mistsirsiy---i--------------------------------------------- 768,518 881,932 77,414

Missour -------------------------------------------------- 656,958 725,952 68,994 
Montana ------------------------------------------------- 182,364 196,976 14,612 
Nebraska ------------------------------------------------- 284,935 314,266 29,331 
Nevada--------------------------------------------------- 154,259 168,880 10,231 
New Hampshire ------------------------------------------- 172,927 186,085 13,138
New Jersey ----------------------------------------------- 681,273 726,617 85,344 
New Mexico----------------------------------------------- 256,033 260,262 24,229
New York----------------------------------------- 1,474,981 1,688,826 213,845 
North Carolina ------------------------------------------- 1,332,455 1,468,283 135,828 
North Dakota--------------------------------------------- 183,254 201,700 18,452 
Ohio----------------------------------------------------- 1,453,230 1,609,501 154,331 
Oklahoma ------------------------------------------------- 463,681 511,446 47,865 
Oregon --------------------------------------------------- 315,483 348,245 32,762
Pennsylvania--------------------------------------------- 1,608,881 1,778,825 169,982 
Puerto Rico ----------- ----------------------------------- 968,873 1,062,703 97,530
Rhode Island---------------------------------------------- 189,749 205,500 15,751 
South Carolina-------------------------------------------- 775,982 854,813 78,831 
South Dakota ---- -------------------------- 192,665 212,111 19,446 
Tennessee ------------------------------------------------ 894,000 985,655 91,575 
Texas---------------------------------------------------- 1,721,357 1,902,532 181,175 
Utah----------------------------------------------------- 217,034 236,989 19,955
Vermont-------------------------------------------------- 154,669 165,013 10,344 
Virgin Islands--------------------------------------------- 123,980 129,593 5,613
Virginia -------------------------------------------------- 928,948 1,024,700 95,752 
Washington----------------------------------------------- 485,437 536,206 50,769 
West Virginia--------------------------------------------- 482,236 531,188 48,948
Wisconsin ------------------------------------------------ 720,633 795,856 75,223
Wyoming ------------------------------------------------- 160,156 159,804 9,648 

1Under sec. 512(a) (fund A) each State receives a uniform grant of $70,000 and an additional grant in pro­
porton o te nuberof hilden nde 21years in the State. Under sec. 512(h) (fund B) $3,710,000 is to be 
use ony or orfr secil pojets ervcesfor alippled children who are mentally retarded, and $4,002,500 
25 ercnt f te rmaiing$16250000isreserved for other special projects. The remainder, $12,187,500, is 
apprtinedso Stte ecevesanamount which varies directly with the number of children underhateac 
21 ear inurbn th No Statead rralares i Sate and varies inversely with State per capita income. 
receveslesthn $0,00. Cilden n rralareas are given twice the weight of those in urban areas. 
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Grant-in-aid apportionments in child welfare services program comparison of 
$45,000,000 appropriationswith $40,000,000 appropriations'I 

State Child welfare services 

United States--------------------------------------- $40,000,000 $45,000,000 Difference 

Alabama -------------------------------------------------
Alaska----------------------------------------------------
Arizona---------------------------------------------------
Arkass---------------------------------------------------
California ------------------------------------------------
Colorado--------------------------------------------------
Connecticut-----------------------------------------------
Delaware -------------------------------------------------
District of Columbia ---------------------------------------
Florida --------------------------------------------------
Georgia --------------------------------------------------
Guam ----------------------------------------------------
Hawaii ---------------------------------------------------
Idaho-----------------------------------------------------
Illinois---------------------------------------------------
Indiana---------------------------------------------------
Iowa -----------------------------------------------------
Kansas ---------------------------------------------------
Kentucky ------------------------------------------------
Louisiana -------------------------------------------------
Maine----------------------------------------------------
Maryland ------------------------------------------------
Massachusetts---------------------------------------------
Michigan ------------------------------------------------
Minnesota ------------------------------------------------
mississippi -----------------------------------------------
Missouri -------------------------------------------------
Montana -------------------------------------------------
Nebraska -------------------------------------------------
Nevada---------------------------------------------------
New Hampshire -------------------------------------------
New Jersey -----------------------------------------------
New Mexico-----------------------------------------------
New York------------------------------------------------
North Carolina -------------------------------------------
North Dakota---------------------------------------------
Ohio-----------------------------------------------------
Oklahoma ------------------------------------------------
Oregon ---------------------------------------------------
Pennsylvania---------------------------------------------
Puerto Rico-----------------------------------------------
Rhode Tsland----------------------------------------------
South Carolina --------------------------------------------
South Dakota ---------------------------------------------
Tennessee ------------------------------------------------
Texas----------------------------------------------------
Utah-----------------------------------------------------
Vermont--------------------------------------------------
Virgin Islands ---------------------------------------------
Virginia -------------------------------------------------
Washington-----------------------------------------------
West Virginia ------------------------ --------------------
Wisconsin ------------------------------------------------
Wyoming -------------------------------------------------

$967,555 
113,887 
429,043 
566,938

2,624,224 
433,247
409,761 
132,304
156,010 

1,207,863 
1,131,739

93,590 
206,836 
234,833

1,553,967 

$1,091,458 
119,945 
478,608 
635,538

2,976,823 
483,391 
456,663 
140,904
167,883 

1, 364,939 
1,278,397

96,847' 
225,726 
257,587

1,758,822 

$123,903 
6,008 

49,565 
68,600

352,599 
50,144
46,902 
8,600

11,873 
157,076 
146,568i

3/5
18,890 
22,754

204,8355 
973,197 
606,419
496,926 

829,251 
981,196 
283,552
641,585 
840,093 

1,596,422 
782,091
745,712 
826,711 
221,229 
351,869 
122.354 
193,094 
0991,052 
337,936

2,346,004 
1,263,503 

220,182 
1,006,641 

589,610 
309,676 

2,026,983 
912,601 
224,624 
782,123
236,471 
972,161 

2,383,700 
311,639 
1,56,067

83,928 
1,026,137 

598,485 
478,560
8633,483
134,876 

1,097,879 
680,469
555,861 
934,001 

1,100,982 
313,031
720,489 
946,401 

1,897,138 
880,392
638,091 
931, 172 
242,105 
300,780 
129,581 
210,047 

1,118,109 
374,923

2, 660,195 
1,428,261 

240,914 
2,160,181 

681,340 
445,188 

2,207, 136 
1,028,918 

241,969 
880,428
259,452 

1,098,700 
2,703, 198 

344,997
167,948

53,851 
1,158,128 

671,440 
834,919
972,953
143,832 

124,682 
74,050
58,935 

104,810 
125,786 
20,479
78,904 

100,304 
210,716 
98,301
93,279 

104,461 
20,876 
38,911 
7,227 

16,093 
127,147 
36,987

314,191 
164,758 
20. 732 

253,540 
71.730 
45,510 

270,153 
116,317 
21,345 
98,305
22,981 

124,539 
319,408 
33,358
11,881
1,923 

131,091 
72,951 
16,3099

109,532
8,956 

IUnder sec. 522(a) each State receives a uniform grant of $70,000 and an additional grant which vanie s 
directly with the number of children under 21 years in the State and inversely with State per capita income. 

C. IMPLEMENTATION OF MENTAL RETARDATION PLANNING 

Under the Maternal and Child Health and Mental Retardation( 
Planning Amendments of 1963 (Public Law 88-156), $2.2 million was 
authorized to provide small grants to States for the purpose of plan­
ning comprehensive programs in the field of mental retardation. The 
requirements for receipt of such grants included the involvement of all 
types of agencies-health, education, welfare, institutions, etc.-con­
cerned 'with problems of the mentally retarded. The committee is 
advised' that each State has submitted an application and received 
a grant under this program. 
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In order to assure that the planning which is being done has impact 
on State programs, the committee believes that further limited 
grants for purposes of followup and implementation are warranted. 
The bill accordingly authorizes appropriations of $2,750,000 each for 
the fiscal years ending June 30, 1966, and June 30, 1967, for this pur­
pose. Each of these appropriations would be available for expendi­
ture for the fiscal year for which it was made and for succeeding fiscal 
years that end prior to July 1, 1968. 

D. OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROVISIONS 

(1) SEVEN-PERCENT INCREASE IN BENEFITS 

The committee believes that the need for a benefit increase at this 
time is obvious. The last general benefit increase was enacted in 1958 
and was effective with benefits payable for January 1959. Since that 
date there have been changes in wages, prices, and other aspects of the 
economy. 

Under the bill monthly benefits for retired workers now on the 
benefit rolls who began to draw benefits at age 65 or later would range 
from $44 to $135.90, as compared with $40 to $127 under present law. 
Because of the increases that the bill would make in the contribution 
and benefit base, retired workers coming on the rolls in the future with 
benefits based on average monthly earnings of more than $400, the 
highest possible under present law, would of course get benefits of nore 
than $135.90. The increase in the base, together with the benefit 
increase, would result in a maximum benefit for the worker of $168, 
payable on average monthly earnings of $550 (the highest possible 
under the $6,600 contribution and benefit base). The following table 
is illustrative of benefit amounts for various family groups under the 
$6,600 contribution and benefit base and under present law. 

Illustrative monthly 	benefits payable under present law and under the committee bill 
with a $6,600 contribution and benefit base 

Old-age benefits 1 	 Survivors benefits 

Average monthly Worker Man and wife 2 Widow aged 62, WIdow and 2 
earnings widower, or parent children 

Present Bill Present Bill Present Bill Present Bill 
law law law law 

$67 or less------------- $40 $44.00 $60. 00 $66. 00 $40.00 $44. 00 $60.00 $66.00 
$100------------------ 159 63.20 88.50 94.80 48.70 52.20 88.50 94.80 
$150------------------ 73 78.20 109.50 117.30 60.30 64.60 120.00 12. 00 
$200------------------ 84 89.90 126.00 134.90 69.30 74. 20 161.70 161.70 
$250------------------ 95 101.70 142.50 152.60 78.40 83.90 202.50 202.50 
$300------------------ 105 112.40 167.50 168.60 86.70 92.80 236.40 240.00 
$350------------------ 116 124. 20 147. 00 186.30 95. 70 102. 50 254. 10 279.66 
$400------------------ 127 135.90 190.50 203.90 104.80 112.20 254.10 306.00 
$450----------------- (9 146. 00 (49 219.00 (49 120.50 (9) 328.20 
$5500---------------- (4) 157.00 (4) 235.50 (4) 129.60 (4) 348.60 
$550'5--------------- (4) 168.00 (4) 252.00 (4) 138.60 (4) 368.00 

1For a worker age 65 or over at the time of retirement and a wife age 65 or over at the time when she 
comes on the rolls. 

I Surovivor benefit amounts for a widow and 1 child or for 2 parents would be the same as the benefits for 
a man and wife. 

For families already on the benefit rolls who are affected by the maximum-benefit provisions, the 
amounts payable under the bill would in some cases be somewhat higher than those shown here. 

I Not applicable, since the highest possible average monthly earnings amount is $400. 
S The maximum under the $6,600 contribution and benefit base that the committee recommends go into 

effect in 1966. 
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The family maximum.-Under the bill, the maximum amount of 
benefits payable to a family would be related to the worker's average 
monthly earnings through the entire range of average monthly 
earnings as it now is at the lower levels. Under present law, the 
highest maximum family benefit is $254, and this amount applies at 
all average monthly earnings levels above $314. Under the bill, a 
different family maximum amount would be provided at every average 
monthly earnings bracket in the benefit table, from a minimum of $66 
to a maximum of $368. The maximum amount payable to a~family 
now on the benefit rolls would be $309.20, as compared wit $254 
under present law. 

Egiective date.-The 7-percent increase would be effective beginning 
with benefits for January 1965. The increased benefits would bepaid 
retroactively to the 20 million beneficiaries who were on the rolls in 
January 1965 and to beneficiaries who came on the rolls after January 
1965 and through the month of enactment of the bill whether or not 
they are still on the rolls at the time of enactment. Lump-sum death 
payments based on deaths that occurred in the retroactive period 
(before the month of enactment) would not be increased. 

This is the first time that a general increase in social security benefits 
has been made retroactive. The present situation may be regarded 
as somewhat unique. H.R. 11865, as passed by both Houses last 
year, provided for a general benefit increase and, if the bill had been 
enacted, it would have provided increased social security benefits that 
would have been effective at about the beginningofl1965. For reasons 
not related to the question of whether benefits should be increased, 
H.R. 11865 failed of passage last year. The committee therefore 
recommends paying the increased benefits retroactively to January, 
thus putting beneficiaries in the same relative position they would 
have been in if H.R. 11865 had been enacted. 

Because of the magnitude of the task of converting the benefit rolls 
to the higher amounts, the first regular monthly check reflecting the 
7-percent increase generally would be the check for the third month 
following the month of enactment. 

To avoid the possibility of confusion on the part of beneficiaries as 
to the exact amount of the benefit increase, the increased benefits for 
the retroactive months would be paid in a separate check. 

In 1965, an estimated $1.2 bil ion in additional benefits would be 
paid as a result of the 7-percent increase; in 1966, $1.5 billion in 
additional benefits would be paid. 

2. 	 PAYMENT OF CHILD' S INSURANCE BENEFITS TO CHILDREN ATTENDING 

SCHOOL OR COLLEGE AFTER ATTAINMENT OF AGE 18 AND UP TO AGE 22 

Under present law a child beneficiary is considered dependent, and 
is paid benefits, until he reaches age 18, or after that age if he was 
disabled before age 18 and is still disabled. The committee believes 
that a child over age 18 who is attending school full time is dependent 
just as a child under 18 or a disabled older child is dependent, and that 
it is not realistic to stop such a child's benefit at age 18. A child who 
cannot look to a father for support (because the father has died, is 
disabled, or is retired) is at a disadvantage in completing his education 
as compared with the child who can look to his father for support. 
Not only may the child be prevented from going to college by loss of 



SOCIAL SECURITY AMENDMENTS OF 1965 97 

parental support and loss of his benefits; he may even be prevented 
from finishing high school or going to a vocational school. With 
many employers requiring more than a high scbool education as a con­
dition for employment, education beyond the high school level has be­
come almost a necessity in preparing for work. 

The committee believes it is now appropriate and desirable to pro­
vide social security benefits for children between the ages of 18 and 22 
who are full-time students and who have suffered a loss of parental 
support. Students whose benefits have already terminated at age 18, 
as well as children currently on the rolls, would qualify for benefits 
under the provision. The median age of students graduating from 
high school is about 18; providing benefits up to age 22 would mean 
that for many children benefits could continue for the time it takes to 
complete a 4-year college course. 

The term "school" is defined broadly to permit' payments to students 
taking vocational or academic courses. The definition of school is in­
tended to establish that the institution the child attends is a bona fide 
school. It includes all publiceschools, colleges, and universities, as well 
as private, accredited institutions and private nonaccredited institu­
tions whose credits are accepted by accredited institutions. In deter­
mining full-time attendance, the Secretary of Health, Education, and 
Welfare would take into account-the standards and practices of the 
school involved. Specifically excluded would be an individual paid 
by his employer to attend school. Benefits would be paid during nor­
mal school vacation periods as well as during the school year. 

The bill would not provide for the payment of mother's benefits to 
a mother whose only child is over 18 and getting benefits because he is 
attending school. There is less need to pay benefits to the mother in 
such cases than in those where the child is under 18, since she is not re­
quired to stay at home to care for the child as she may have been when 
he was younger. 

The provision for paying benefits to children aged 18 to 21 who are 
full-time students would be effective beginning with benefits for Janu­
ary 1965. Benefits would be paid retroactively to children who would 
have been eligible in January 1965 and to those who have become 
eligible since that time regardless of whether they are eligible in the 
month in which the bill is enacted. A provision similar to this was 
included in HMR. 11865, 88th Congress, which failed of passage for 
reasons entirely unrelated to the payment of benefits to children aged 
18 to 21 who were full-time students. The committee recognizes that 
the retroactive benefit payments cannot be made immediately after 
this bill is enacted since there may be some delay because of adminis­
trative problems. 

An estimated 295,000 children would be eligible for benefits for 
September 1965, when the school year begins, and in 1966 about $195 
million in benefits would be paid. 

3. BENEFITS FOR WIDOWS AT AGE 60 

Under present law the earliest age at which a widow without eligible 
children can qualify for benefits based on the earnings of her deceased 
husband is 62. Maniy women are widowed years after having left the 
labor market to become housewives and mothers, and they lack the 
skills necessary to qualify for reasonably suitable employment. 
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Women who tire widowed in their late fifties and sixties tire often 
denied employment because, of their age. 

Trhe bill would provide for thme payinent. of aged widow's benefits 
beginninig at. age 60, with the benefits actuarially reduced to take ac­
count of the longer period over which they-would be paid. This pro­
vision would thus extend to these women a choice of applying for bene­
fits at. any time between age 60 and 62, with a reduced benefit, or of 
waliting until age 62 to receive a full widow's benefit. The amount of 
the reduction-five-ninfths of 1 percent for each month before age 62 
for which the benefit was paid-would be sufficient to assure that over 
the, long run there will he no additional cost to the social security 
svstemn as a result of the earlier payment of the benefits. If the widow 
chiose to g-et her benefits starting at a e 60, hier benefit would be reduced 
by 131 percent; the reduced Uenegt would amount to 711Y2 percent 
of the deceased husband's primary benefit (at age 62 the full bene-

benefit). 

An estimated 185,000 widows aged 60 and 61 on the effective date of 
this provision are expected to claim benefits during the first year of 
operation. Benefit payments would be about $165 million in 1966. 

4. AMENDMENTS OF' DISABILITY PROGRAM 

The Social Security Amendments of 1956 extended the insurance 
protection of the social security program to provide monthly l~enefits 
for persons with disabilities of long-coitnt~ed and indefinite duration 
and of sufficient severity to prevent a return to any substantial gainful 
work. In providing this protection against loss of earnings resulting 
from extended total disability, the Congress designed a conservative 
program. Amendments enacted in 1958 and 1960 liberalized the dis­
ability program, among other changes, extended benefits to wives and 
children of the disabled, and provided for the payment of benefits to 
disabled workers under age 50, who had previously been excluded. 
All the recommended changes in the disability provisions of the pro­
gram would be adequately financed from the contributions the com­
mittee is recommending be earmarked for the disability insurance 
trust fund. 
(a) 	Elimination of the long-continued and indefinite duration require­

ment from the definition of disability 
Under present law, disability insurance benefits are payable only 

if the worker's disability is expected to result in death or to be of 
long-continued and indefinite duration. The House bill would 
broaden the disability protection affoirded by the social security 
program by providing disability insurance benefits for an insured 
worker who has been totally disabled throughout a continuous period 
of 6 calendar months. The committee believes that the House 
provision could result in the payment of disability benefits in cases of 
short-term, temporary disability. Under the House provision, for ex­
amiple, benefits could be paid for several months in cases of temporary 
disability resulting from accidents or illnesses requiring a limited period 
of immobility. The committee believes, therefore, that it is necessary 
to require that a worker be under a disability for a somewhat longer 
period than 6 monthis in order to qualify for disability benefits. 
As a result, the committee's bill modifies the House bill to provide for 

I 
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the payment of disability benefits for an insured worker who has been 
or can be expected to be totally disabled throughout a continuous 
period of 12 calendar months. (Disability insurance benefits wourd 
also be payable if disability ends in death during this 12-month 
period, provided ttie worker has been disabled throughout a waiting 
period of 6 calendar months prior to death.) The effect of the pro­
vision the committee is recommending is to provide disability benefits 
for a totally disabled worker even though his condition may be ex­
pected to improve after a year. As experience under the disability 
program has demonstrated, in the great majority of cases in which 
total disability continues for at least a year the disability is essentially 
permanent. Thus, where disability has existed for 12 calendar 
months or more, no prognosi's would be required. Where a worker 
has been under a disability which has lasted for less than 12 
calendar months, the bill would require only a prediction that the 
worker's disability will continue for a total of at least 12 calendar 
months after onset of the disability. 

The House bill modifies the provision of present law under 
which the waiting period is waived in subsequent disability so as to 
make this provision more restrictive when applied to short-term 
disabilities. Since, under the definition the committee is recommend­
ing. disability protection would be limited to workers with extended 
total disabilities the same test of disability initially applied should 
also be applicable in second and subsequent disabilities. Under the 
provision in the committee bill, benefits would be paid beginning with 
the first month of onset of the second or subsequent disability and 
without regard to the waiting period requirement if the individual is 
under a disability which occurred within 5 years of the termination 
of his previous disability and which can be expected to result in death 
or has lasted , or can be expected to last, for a continuous period of 
not less than 12 calendar months. 

The modification in the definition of disability recommended by 
the committee does not change the requirement in existing law that 
an individual must by reason of his impairment be unable "to engage 
in any substantial gainful activity." Lnbet 

An individual with a disabling impairment which is amenbet 
treatment that could be expected to restore his ability to work would 
meet the revised definition if he is undergoing therapy prescribed by 
his treatment sources, but his disability nevertheless has lasted, or 
can be expected to last, for at least 12 calendar months. However, an, 
individual who willfully fails to follow such prescribed treatment could' 
not by virtue of such failure qualify for benefits. 

The committee expects that, as now, procedures will be utilized to 
assure that the worker's conditiop will be reviewed periodically and 
reports of medical examinations and work activity will be obtained 
where appropriate so- that benefits may be terminated promptly 
where the worker ceases to be disabled. 

The committee retains the provision in present law under which 
payment of disability benefits is first made for the seventh full month 
of disability. The House bill would have authorized payments 
beginning with the sixth full month of disability. 

It is estimated that if benefits were payable for disabilities that'are 
total and last more than 12 calendar months but are not necessarily 
expected to last indefinitely, about 60,000 additional people-workers 
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and their dependents-would become immediately eligible for benefits. 
Benefit payments under the provision in 1966 would total $40 million. 
(b) Reduction of disability benefits on account of receipt of workmen's 

compensation benefits 
The committee has taken note of the concern that has been expressed 

by many witnesses in the hearings about the payment of disability 
benefits concurrently with benefits payable under State workmen's 
compensation programs. While data of the kind requested by the 
House Committee on Ways and Means in its report on this bill are 
not now available, the committee believes that amendatory legislation 
should not await completion of the requested study. Although there 
is some dispute as to the number of workers who receive benefits 
under these two programs and whether these payments are excessive, 
the committee believes that it is desirable as a matter of sound 
principle to prevent the payment of excessive combined benefits. 

The committee believes that the provision it is recommending avoids 
the problems and inequities of the earlier offset provision in the social 
security law for reducing monthly disability benefits by the amount of 
any other benefit to which a worker was entitled under State workmen's 
compensation laws, which was in effect from July 1957 to July 1958, 
but was repealed then. The new offset provision recommended by 
the committee provides for a reduction in the social security disability 
benefit (except where the State workmen's compensation law provides 
f or an offset against social security disability benefits) in the event the 
total benefits paid under the two programs exceed 80 percent of the 
worker's average monthly earnings prior to the onset of disability. 
Under this provision, the worker's average monthly earnings would 
be defined as the higher of (a) his average monthly wage used for pur­
poses of computing his social security disability benefit or (b) his aver­
age monthly earnings, in employment covered by social security, dur­
ing his highest 5consecutive years afterl1950. (In no event, however, 
would the total benefits payable with respect to a worker be reduced 
below the amount of the unreduced monthly social security benefits.). 
This reduction formula would generally avoid the inequity encountered 
under the previous offset provision, where the reductions that were 
required frequently resulted in benefits that replaced no more than 
30 percent or so of the worker's earnings at disablement. 

The offset provision the committee is recommending is also designed 
to minimize certain other inequities previously encountered. In 
order to overcome, in part, the erosion in the earnings replacement 
value of disability benefits that occurs over time with increases in wage 
levels and living costs, the reduction itself will be automatically re­
determined periodically to take into account increases in the level of 
earnings. 

The following is an illustrative example of how this provision 
operates. Let us assume that a worker is disabled in an occupational 
accident in a certain future year and that he has a wife and one child 
under age 18. His workmen's compensation benefit is $48 a week, 
which is $208 on a monthly basis. 

His ''average monthly wage'' that is used to compute his disability 
insurance benefit is $420, and so his primary insurance amount is 
$140. Accordingly, his monthly benefits, before reduction, are $140 
for himself, $70 for his wife, and $70 for his child-a total of $280. 
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His covered wages in his highest 5 consecutive years totaled $27,000, 
or a monthly average of $450. Since the latter is higher than his 
"average monthly wage," it is used as his "average covered earnings."

The monthly maximum initially applicable to his combined dis­
ability insurance and workmen's compensation benefits is then 80 per­
cent of $450, or $360. (If his unreduced disability benefit was larger
than the figure derived by the 80-percent rule, then such amount would 
be used instead of $360; as a result, the aggregate disability insurance 
and workmen's compensation benefit woulid equal the unreduced dis­
ability benefit, and so the reduction in the disability benefit would be 
the amount of the workmen's compensation benefit.) Since the total 
of his workmen's compensation benefit and his unreduced disability 
benefits is $488, his disability benefits must be reduced by $128. 
Accordingly, since the reduction is first applicable to the supplemen­
tary benefits, the reduced disability benefits are as follows: worker­
$140; wife-$6; and child-$6 (a family total of $152 for disability in­
surance and of $360 for both programs combined). 

Next, let us assume that a general benefit increase is legislated for 
all social security beneficiaries in the next year and that this worker's 
primary insurance amount is increased by $10 (to $150), which in 
turn would increase the wife's benefit by $5 (to $11) and the child's 
benefit by $5 (to $11). These increases are passed on to the bene­
ficiary and his family, despite the 80-percent limitation. 

Finally, let us consider the effect of the triennial redetermination 
of the 80-percent limitation. Let us suppose that the average of the 
taxable wages of all persons for whom taxable wages were reported in 
the first calendar quarter of the year in which he was disabled was 
$1.200 and that such average for the second following year was 
$1,320, or 10 percent higher. It should be noted that this average
first quarter taxable wage largely eliminates the dampening eff ect of 
the earnings base and so is quite accurately indicative of the wage 
level in covered employment; the average is based on the number of 
wage reports received and on the total taxable wages therein. 

Accordingly, the "80 percent of average covered earnings" limita­
tion is increased, effective for January oftenetyafo $30o 
$396 per month. Thus, the family disability insurance benefit has a 
monthly maximum of $188 (i.e., $396, minus the $208 workmen's 
compensation benefit). The disabled worker receives the full primary 
insurance amount of $150 (including the $10 increase by the legislative 
across-the-board increases after initial determination), and the wife 
and child each receive $19,per month. 

If the redetermination of the "80 percent of average covered 
earnings" limitation had been such as to increase the total of the 
workmen's compensation benefit and the family disability insurance 
benefit from the initial $360 per month by $20 or less ($20 being the 
amount of the previous across-the-board legislative increase in the 
disability benefits for the family), the disability insurance benefit 
amounts payable would be unchanged-at $150 for the worker and 
$11 each for the wife and child (reflecting only the legislative across­
the-board increases after the initial determination). 

The recommended provision by the committee also authorizes the 
Secretary to make payment of social security disability benefits even 
where a workmen's compensation proceeding i_~sndi~g. The reduc­
tion will be applicable prospectively upon notification by the worker, 
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employer, carrier, or State agency, as provided in regulations, that a 
wvorkmen's compensation award has been made. This would elim­
inate what proved to be a source of serious delay under the previous
offset provision under which the social security award had to be held 
up pending investigation of the possibility of a workmen's compensa­
tion award not only in cases where an offset was required but also in 
many cases where it was not. 
(c) Payment of child's insurance benefits to children disabled before 

reachingage 22 
Under present law, an individual is considered dependent, and is 

paid child's insurance benefits, if he has been continuously disabled 
since before age 18. However, the individual who becomes disabled 
between the ages of 18 and 22 ordinarily would not have worked the 
5 years necessary to be eligible for disability protection based on his 
earnings. Moreover, even in the case of an individual who was
working the likelihood is that in the event he became disabled before 
age 22 his parent would once again assume full financial responsibility
for his support. The committee believes, therefore, that it is now 
appropriate and desirable to provide social security benefits for an 
individual disabled before age 22 should his parent die, become 
disabled or retire. 

Benefits payable by reason of this change would be paid for the 
second month following the month of enactment. It is estimated 
that about 20,000 persons (disabled children and their mothers)
would become immediately eligible for benefits under these provisions.
Benefit payments under these provisions would total $10 million in 
1966. 
(d) 	Payment of disability insurance benefit. after entitlement to other 

monthly insurancebenefits 
Under the hospital insurance benefit provisions of the committee's 

bill, a wife who is age 65 or over and whose husband is between the 
age of 62 and 65 and is fully insured can qualify for hospital insurance,
provided her husband files foacurly reduced old-age insurance 
benefits. The husband may be working full time and not receive any
of the old-age benefits. Under present law, he would be reluctant to 
file for old-age benefits because present law states that after a worker 
becomes entitled to old-age benefits; he cannot subsequently qualify for 
disability benefits. If present law were unchanged, the workler would 
be facedwith the choice of sacrificing either eligibility for disability
protection or his wife's hospital insurance. 

The committee has, therefore, included in the bill a provision where­
by a worker who becomes entitled to old-age benefits before age 65 may
subsequently, until he reaches age 65, become entitled to disability
benefits. This provision would also eliminate the difficult question 
some beneficiaries have faced, even before the hospital insurance 
problem arose, as to whether they should take actuarially reduced 
benefits or retain their rights to disability protection. 
(e) Increase in allocation to the disability insurance trust fund 

H.R. 6675 as passed by the House would have increased the con­
tribution income allocated to the disability insurance trust fund 
from 0.50 to three-fourths of 1 percent of taxable wages and from 
0.375 to nine-sixteenths of 1 percent of taxable self-employment in­
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come. This increase was to take account both of lower disability termi­
nation rates than were expected (disability insurance beneficiaries have 
been living somewhat longer than anticipated) and the increase in 
the cost of the disability insurance part of the program arisin, out of 
the changes made by the bill. Under the bill as modified, themicrease 
in the cost of the disability insurance program will be less than that 
anticipated under the House bill, and the committee therefore recom­
mends a somewhat smaller increase in the allocation to the disability 
insurance trust fund: to 0.70 percent of taxable wages and to 0.525 
percent of taxable self-employment income. This increase in the 
contribution income to the disability fund would bring the disability 
insurance part of the program into close actuarial balance. 

(f) 	Payment from the trust funds for costs of vocational rehabilitation 
servicesfurnished to disability ?'nsurancebeneficiaries 

One of the objectives of the social security disability program is to 
promote the rehabilitation of disability insurance beneficiaries. The 
present law declares it to be the policy of the Congress that appli­
cants for disability insurance benefits be referred to the State voca­
tional rehabilitation agencies for vocational rehabilitation services 
with the objective of restoring as many as possible to productive 
activity. Pursuant to this provision, arrangements have been es­
tablished whereby the medical and vocational information in social 
security records of applicants are made available to the State voca­
tional rehabilitation agencies for consideration for rehabilitation 
services. 

Although these arrangements have facilitated the rehabilitation of a 
number of social security disabilitry beneficiaries, the number who are 
receiving rehabilitation services remains small and only about 3,000 
are rehabilitated annually at present. The limitations on facilities 
and services resulting from the fact that most States fall short of 
matching the Federal funds available for vocational rehabilitation 
constitute substantial obstacles to the rehabilitation of a greater 
number of social security beneficiaries. Under present conditions 
the States are not able to provide services for all handicapped people 
who apply and *can benefit from them. It is natural that they give
priority to applicants for such services who have the best rehabilita­
tion potential. Social security disability beneficiaries, who are 
likely to be older and more severely disabled than other applicants 
for vocational rehabilitation, generally do not represent the best 
investment of the State's rehabilitation resources, and they often 
have a lower priority than others applying for rehabilitation services. 

With the objective of making it possible for more disability insur­
ance beneficiaries to receive vocational rehabilitation services, the 
committee is recommending that money be made available from the 
social security trust funds to finance the rehabilitation of selected dis­
ability beneficiaries. The money so used will be allocated, under the 
provision the committee is recommending, in such a way that the 
saving from the amount of benefits that would otherwise have to be 
paid and the increased contributions t~o the trust funds paid on the 
earnings of beneficiaries who return to work would exceed, or at. least, 
equal, the money paid fromn the trust funds for rehabilitation costs. 

Trhe committee believes that such an expenditure fromt the trust, 
funds is justified because of the offsetting ga-ins to those funds as well 
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as the gains that would flow to the individual concerned and to society 
when disabled people are returned to gainful work. In order to 
achieve savings to the trust funds that will at least offset rehabilita­
tion expenditures from those funds, the committee expects that there 
will be continuing evaluation of the effects of the rehabilitation ex­
penditures and that appropriate adjustments will be made, as neces­
sary, in selection criteria. 

Under the recommended provision, the services that would be re­
imbursable are those that are provided under a State plan for voca­
tional rehabilitation services which has been approved under the Vo­
cational Rehabilitation Act and which provides that services would 
be furnished to qualified individuals in accordance with criteria ap­

roved by the Social Security Administration and the Vocational Re-
Kabilitation Administration and without regard to the individual's 
citizenship, residence, or need for financial assistance. The Secretary 
is authorized to provide such rehabilitation services for persons in any 
State which does not have a plan meeting the above requirements by 
mieans of agreements or contracts with other public or private agen-­
cies. However, the total amount of the funds that may be made 
available from the trust funds for purposes of reimbursing State 
agencies for vocational rehabilitation services could not, in any year, 
exceed 1 percent of the social security disability benefits paid in the 
previous year. 
(g) Facilitatingdisability determinations 

The committee believes that there are a number of disability cases 
in which the existence of long-lasting disability can be readily estab­
lished, and the claim for disability insurance benefits promptly adj udi­
cated, without the need for obtaining new medical evidence. 
Similarly, there are cases where it would appear that entitlement to 
disability benefits could be more promptly terminated on the basis 
of evidence received by the Secretary that the beneficiary has either 
recovered or returned to gainful work. Under present law, however, 
disability determinations, including determinations that a disabled 
person has recovered, generally must be made by State agencies under 
agreements with the Secretary. To speed up the disability determina­
tion process, both with respect to initial adjudication of claims for 
benefits and to the termination of entitlement to benefits, the com­
mittee believes that the requirement that disability determinations 
be made by State agencies should be made more flexible. The com­
mittee is recommending, therefore, that the Secretary be authorized 
to make disability determinations directly in those cases which can be 
promptly adjudicated on the basis of readily available medical and 
other evidence furnished by or on behalf of the applicant from existing 
sources of information and to terminate entitlement to disability 
benefits in cases of recovery based on such evidence or on evidence 
received by the Secretary that a beneficiary has returned to gainful 
work. This provision would enable the Secretary to utilize improve­
mients in procedures and in the participation of the medical profession 
in providing evidence under the program to the end that determina­
tions in clear-cut cases can be made vith maximum speed and 
soundness. 

Under the provision recommended by the committee, State agencies
would continue, as under present law, to be fully utilized to handle 
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the increasing volume of claims that usually require the purchase of 
independent medical and vocational evidence needed for proper 
determinations. This would apply to both initial disability determi­
nations as well as to subsequent reinvestigations of possible recovery 
cases. The provision recommended by the committee does not con­
template that any changes will be made in the role played by the 
State agencies in the handling of cases requiring further development. 

5. 	 PAYMENT OF BENEFITS TO CERTAIN PEOPLE AGED 72 OR OVER WHO 

ARE NOT OTHERWISE INSURED 

The committee believes that a special transitional insured status 
provision should be adopted so that social security benefits can be pro­
vided for those among the present aged who, though they worked in 
covered jobs, did not have an opportunity to work long enough to 
become insured under the program, and for their wives and widows. 
About 355,000 people would become eligible immediately for social 
security benefits under these provisions, with benefits payable under 
the provisions totaling about $140 million in 1966. 

The present law requires a minimum of six quarters of coverage 
for insured status; as a result, although the general requirement for 
insured status is one quarter of coverage for each year elapsing after 
1950 and up to retirement age (65 for men, 62 for women), people 
who reached retirement age in 1956 or earlier must have more than 
one quarter for each year that elapsed after 1950 to qualify for benefits. 

Under the bill the minimum would be three quarters of coverage 
rather than six, and therefore people who reached retirement age in 
1954, 1955, or 1956 could qualify for benefits if they had one quarter 
of coverage for each year that elapsed after 1950 and up to retirement 
age, and people who reached retirement age prior to 1954 could 
qualify if they had three quarters of coverage instead of six. 

The following table shows the operation of the "transitional insured 
status"y provision for workers: 

Men 	 Women 

Quarters of Quarters of 
Age in 1965 coverage Age in 1965 coverage

required required 

76or over------------------------------- 3 73 or over----------------------------- 3 
75------------------------------------ 4 72------------------------------------ 4 
74------------------------------------ 5 71-----------------­

Wife's benefits would be payable at age 72 to a woman whose hus­
band qualified for benefits under the transitional provision if she 
attained age 72 before 1969. 

Widow's benefits would be payable at age 72 to at woman whose 
husband dies after the transitional provisions go into effect. if she 
reached age 72 before 1969 and if her husband could have qualified 
for benefits (or did qualify) under the transitional provisions. Widow's 
benefits. would also be playable to a wvidow whose husband died before 
the provisions went into effect if she reached age 72 before 1969 and 
if her husband died or reached age 65 before 1957. Such a widow 

49-643 0-65-pt. 1-8 
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could get benefits if her husband had a specified number of quarters 

of coverage, as shown in the following table: 

Quarters of Quarters of coverage required if the widow 
Year of husband's death (or attainment of age coverage attains age 72 in­

65, if earlier) rqie
undeIr prsent 

law 1966 or earlier 1967 1968 

1954 or before -----------------------------------
1955 -------------------------------------------
1956 -------------------------------------------

6 
6 
6 

3 
4 

4 
4 
55 

5 
5 

Under these provisions the benefit amount for a worker would be 
$35 per month; for his wife, $17.50 per month; for his widow, $35 per 
month. Benefits would be payable for and after the second month 
following the month of enactment. 

6. LIBERALIZATION IN THE RETIREMENT TEST 

The bill would liberalize the retirement test so that a beneficiary 
under age 72 could earn $1,800 in a year without any reduction in his 
benefit amount. If his earnings exceeded $1,800, $1 in benefits 
would be withheld for each $2 of earnings between $1,800 and $3,000 
and for each $1 of earnings thereafter. (Under present law, the 
amount a beneficiary under age 72 may earn in a year without any 
reduction in benefits is $1,200. _Jf his earnings exceed $1,200, $1 in 
benefits is withheld for each $2 in-earnings between $1,200 and $1,700 
and for each $1 of earnings thereafter.) Also, the bill would raise 
from $100 to $150 the amount of earnings a beneficiary may have in 
a month and get full benefits for that month regardless of his annual 
earnings.

The House bill did not raise the amount a beneficiary could earn 
in a year without any reduction in his benefits. It did, however, 
liberalize the retirement test by raising the uppermost limit on the 
amount of earnings to which the $1 reduction in benefits for each $2 
of earnings applies from $1,700 to $2,400. 

The $1,200 annual exempt amount of earnings under present law 
was set in 1954. Since that time wages have risen substantially. An 
$1,800 exemption now seems a reasonable measure of the amount of 
work a person can do and still be considered substantially retired. 

In addition to liberalizing the annual exempt amount of earnings, 
the committee's bill improves the operation of the retirement test in 
relation to incentives to work. Under the present test, if a social[ 
security beneficiary has a choice between taking a job paying $1,700 
or slightly less, and taking one paying somewhat more than $1,700 
but not a great deal more, he may be less well off if he takes the higher 
paying job, because he loses a dollar in tax-free benefits for every 
dollar he gets in taxable earnings above $1,700. By moving this point 
up to $3,000, the bill would do much to lessen the deterrent for bene­
ficiaries to work. 

Under present law a self-employed person who perform~s substantial 
services but who has no income from current work can nevertheless 
have benefits withheld under the retirement test because he gets 
royalties attributable to a copyright or patent obtained in years before 
he attained age 65. The bill would exclude for retirement test pur­
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poses royalties received by a self-employed person in or after the year 
in which he attai ied age 65 if those roya ties are attributable to a 
copyright or patent obtained before the year in which he attained age 
65. Royalties received by a beneficiary from a copyright or patent 
obtained in or after the year in which he attained age 65 would con­
tinue to be counted for retirement test purposes, as under present 
law, in the year in which they are received. 

7. WIFE'S AND WIDOW'S BENEFITS FOR DIVORCED WOMEN 

It is not uncommon for a marriage to end in divorce after many 
years, when the wife is too old to build up a substantial social security 
earnings record even if she can find a job. But under pre'sdnt law a 
wife's right to benefits on her husband's earnings record generally ends 
with a divorce. Under the present social security law, the only bene­
fits provided for a divorced woman are mother's insurance benefits, and 
they are payable only if she has a child of the deceased worker in her 
care and the child is getting benefits on the basis of his deceased 
father's earnings, if she has not remarried, and if she had been getting 
at least one-half of her support from her former husband uender a 
court order or agreement at the time of his death. A divorced wife 
without a child in her care cannot get benefits even though she had 
been dependent upon the worker for much of his working lifetime and 
he was contributing to her support when he retired or died. 

Under the bill, wife's or widow's benefits would be payable to an 
aged divorced woman on the basis of her former husband's earnings 
if the divorced woman (A) had been married to that former husband for 
20 years before the divorce, (B) was not remarried, and (C) met the 
following support requirement at the time her former husband became 
disabled, became entitled to benefits or died; (1) she was receiving 
one-half of her support from her former husband, or (2) she was receiv­
ing substantial contributions from him pursuant to a written agree­
ment, or (3) a court order for substantial contributions to her support 
from her former husband was in effect. A conforming change would 
be made in the support requirements that must be met by a former 
wife divorced (renamed "surviving divorced mother" in the bill) in 
order to qualify for mother's benefits based on the social security 
account of her deceased former husband. (The provisions of present 
law for paying mother's and widow's benefits to women who have 
not remarried are also amended by the committee bill to provide for 
the payment of these benefits to women who are not married re­
gardl ess of a remarriage which has terminated.) 

Payment of a wife's or widow's benefit to a divorced woman would 
not reduce the benefits paid to any other person on the same social 
security account and such wife's or widow's benefit would not be re­
duced because of other benefits payable on the same account. 

The bill would also provide that a wife's benefit will not terminate 
when she and her husfand are divorced if they had been married for 
at least 20 years before the divorce. 

Benefits for a divorced wife or a surviving divorced wife would not 
terminate on account of remarriage in those cases where widow's bene­
fits under present law do not terminate-that is, where the remarriage 
is to a man getting benefits as a dependent widower or parent or as a 
disabled child aged 18 or over. If a divorced wife or a surviving di­
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vorced wife married an old-age insurance beneficiary, her benefits 
would terminate but she would immediately be eligible for wife's bene­
fit on her new husband's account. 

While the provisions just described would take care of cases in 
which the marriage had lasted for 20 years or more, they would leave 
unsolved the problem of the woman who is widowed or divorced after 
many years and is remarried but whose second marriage ends in death 
or divorce, leaving the woman with no social security benefit rights
based on either her first or her second husband's earnings. To meet 
this problem, the House bill provided that a woman whose rights to 
benefits as a widow, divorced wife, surviving divorced wife, or sur­
vivingdivorced mother were terminated because she remarried will 

hav her former benefit rights restored if her second marriage ends in 
divorce after less than 20 years.

The committee believes that this provision would be unduly com­
plex and restrictive and we have therefore simplified and extended it 
so that in any case where an aged divorced wife, widow, or surviving
divorced wife is not married at age 62 or over (age 60 in the case of 
widow's insurance benefits) she will have whatever rights to benefits 
she has ever had, regardless of intervening marriages which have 
ended in death, divorce, or annulment. Of course, under the pro­
-visions of existing law relating to simultaneous entitlement to more 
than one auxiliary benefit, she would get only one benefit-the highest
of the benefits to which she could be entitled. Young women getting
mother's benefits (including surviving divorced mothers) would also 
have protection in case their second marriages ended in death or 
divorce. 

These changes would provide protection mainly for women who 
have spent their lives in marriages that are dissolved when they are 
far along in years-especially housewives who have not been able to 
work and earn social security benefit protection of their own-from 
loss of benefit rights. 

8. ADOPTION~OF CHILD BY RETIRED WORKER 

Under present law, a child adopted by a worker who is already
retired and getting old-age insurance benefits can become entitled 
to benefits even though he was not dependent on the worker at the 
time the latter retired. In contrast, present ]provisions governing the 
payment of child's insurance benefits to a child adopted by a person
getting disability insurance benefits, and to a child adopted by the 
surviving spouse of a worker who has died, contain requirements
designed to assure that benefits will be paid to such children only
when there is -a basis for assuming that the child lost a source of sup­
port when the worker became disabled or died.f 

The committee believes that the provisions concerning adoptions
by retired workers should be made comparable to those relating to 
adoptions in other cases so as to provide safeguards against abuse 
through adoption of children solely to qualify them for benefits, and 
has included in the bill a provision that would accomplish this result. 
Under this provision benefits would be payable to a child who is 
adopted by an old-age insurance beneficiarly after the latter becomes 
entitled to benefits only if the following conditions are met: 

(1) At the time the worker became entitled to benefits the child 
was living with the worker or adoption proceedings had begun; 

I 
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(2) The adoption was completed within 2 years of the time 
when the worker became entitled to benefits; and 

(3) The child had been receiving at least one-half of his sup­
port from the worker for the entire year before the worker be­
came entitled to old-age insurance benefits or, if the worker had 
a period of disability which continued until he became entitled 
to old-age insurance benefits, before the beginning of the period 
of disability. 

9. 	 CONTINUATION OF WIDOW 'S AND WIDOWER'S INSURANCE BENEFITS 
AFTER REMARRIAGE 

Under the present social security law, widow's and widower's bene­
fits based on a deceased worker's social security earnings record gen­
erally stop when the survivor remarries. The committee believes that 
this provision has an undesirable result in that widows (and widowers) 
who would like to remarry do not do so because if they did they 
would lose their social security benefits. 

On the other hand, we recognize that if a widow who remarried 
continued to get benefits at the widow's percentage (82/1 percent of 
a worker's benefit amount), and did not have her benefits recomputed 
according to the percentage paid to a wife (50 percent of a worker's 
benefit amount), the widow and her new husband would receive sub­
stantially more, as a rule, than she and her previous husband had 
received and substantially more, as a rule, than her new husband 
and any previous wife had received. Moreover, the couple would be 
receiving more than other couples would get where the husbands 
had an identical record of covered earnings. 

The committee has therefore added a new provision under which 
benefits would be payable to widows age 60 or over and to widowers 
age 62 or over who remarry. The amount of the remarried widow's 
or widower's benefit would be 50 percent of the primary insurance 
amount of the deceased spouse plus the excess, if any, of the wife's 
or husband's benefit based on the earnings record of the new spouse. 

The 50-percent benefit would not be subject to actuarial reduction 
regardless of the age of the widow and regardless of prior receipt of any
reduced benefit; if in some later month the widow was not married 
(because her second husband died or they were divorced); she would 
get an 821 2 -percent benefit, and months in which the 50-percent benefit 
had been paid to her prior to age 62 would be counted in figuring the 
reduction in her 82y,-percent b~enefit. 

10. DEFINITION OF CHILD 

Under present law, whether a child meets the definition of a child 
for the purpose of getting child's insurance benefits based on his 
father's~earnings depends on the laws applied in determining the 
devolution of intestate personal property in the State in which the 
worker is domiciled. The States differ considerably in the require­
ments that must be met in order for at child born out of wedlock to 
have inheritance rights. In some States a child whose parents never 
married can inherit property just as if they had married; in others 
such a child can inherit property as the child of the man only if be 
was acknowledged or decreed to be the man's child in accordance 
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.with requirements specified in the State law; and in several States a 
child whose parents never married cannot inherit his father's intestate 
property under any circumstances. As a result, in some cases benefits 
must be denied where a child is living with his mother and father in 
a normal family relationship and where neither the child nor his 
friends and neighbors have any reason to think that the parents were 
never married. 

The committee believes that in a national program that is intended 
to pay benefits to replace the support lost by a child when his father 
retires, dies, or becomes disabled, whether a child gets benefits should 
not depend on whether he can inherit his father's intestate personal 
property under the laws of the State in which his father happens to 
live. The committee has therefore included in the bill a provision
under which benefits would be paid to a child on the earnings record 
of his father, even though the child cannot inherit the father's intes­
tate property if the father had acknowledged the child in writing,
had benrered by a court to contribute to the child's support, had 
been judicially decreed to be the child's father, or is shown by other 
evidence satisfactory, to the Secretary of Health, Education, and 
Welfare to be the child's father and was living with or contributing to 
the support of the child. 

11. DEFINITION OF WIFE, WIDOW, HUSBAND, AND WIDOWER 

Under a new provision added by the committee, a person who is 
eligible for one of certain survivor annuities under the Railroad Re­
tirement Act and who marries a worker insured under social security
would be accorded the same treatment with respect to the eligibility
requirements for wife's, husband's, widow's, or widower's benefits 
under social security as present law now gives people who at the time 
of their marriage were eligible for certain social security survivors' 
benefits. The wife, husband, widow, or widower could get benefits 
without regard to the generally applicable 1-year duration-of-marriage
requirement if in the month preceding the marriage the wife, hus­
band, widow, or widower was actually or potentially entitled to a 
widow's, widower's, parent's, or (if over age 18) child's annuity under 
the Railroad Retirement Act. Also, a woman worker's husband or 
widower who was entitled to one of the specified railroad retirement 
annuities prior to the marriage to a person insured under social se­
curity could get benefits without regard to the generally applicable 
requirement for husband's or widower's benefits that the wife be cur­
rently insured-that is, have had a specified amount of recent covered 
work-and that she must have provided at least one-half of her 
husband's support. 

Under present law, an exception to the 1-year duration-of-marriage
requirement is made for a spouse of an insured worker if the spouse 
was, in the month preceding the marriage, actually or potentially
entitled to social security benefits as a widow, widower, parent, or 
disabled adult child. Similarly, the Railroad Retirement Act pro­
vides an exception to the 1-year duration-of-marriage requirement for 
a, wife's or husband's annuity in the case of a person who before mar­
riage was eligible for a railroad retirement annuity as a widow, 
wid ower, parent, or disabled adult child, and for a widow's annuity in 
the case of a person who had, before marriage, qualified for a widow's 
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annuity under the railroad retirement program. The Railroad 
Retirement Act also makes an exception to the 1-year duration-of­
marriage requirement for payment of widow's and widower's annuities 
in the case of a spouse who had, before marriage, actual or potential 
entitlement to benefits as a widow, widower, parent, or disabled adult 
child under social security. No similar exception is made under the 
Social Security Act for a spouse who, in the month preceding his or 
her marriage, had actual or potential entitlement to an annuity under 
the Railroad Retirement Act. 

The duration-of-marriag-e requirements under the Social Security 
Act are intended to provide a safeguard against the payment of benefits 
where a marriage was undertaken mainly to secure benefits. Such a 
safeguard is not necessary when a person is or could be eligible for an 
annuity under the Railroad Retirement Act at the time of the marriage. 
The change the committee recommends will prevent people protected 
under the railroad retirement program from being left without social 
insurance protection because of marriage to a worker insured under 
the social security program. 

12. COVERAGE EXTENSIONS AND MODIFICATIONS 

The committee's bill would extend social security coverage to self-
employment income from the practice of medicine, and to the wages
of interns, cover tips as self-employment income, facilitate coverage 
of additional State and local government employees, provide addi-. 
tional coverage for employees of certain nonprofit organizations, ex­
tend coverage to temporary employees of the District of Columbia, 
increase the amount of gross income which farmers may use under 
the optional method of computing farm self-employment income for 
social security purposes, and permit exemption from the social secu­
rity self-employment tax for persons who follow certain teachings of 
a religious sect of which they are members. 
(a) Coverage of self-employed physicians and interns 

Self-employed doctors of medicine are the only group of significant
size whose self-employment income is excluded from coverage under 
social security. The committee knows of no valid reason why this 
single professional group should continue to be excluded. It runs 
counter to the general view that coverage should be as universal as 
possible. There are no technical or administrative barriers to the 
coverage of self-employed doctors of medicine. 

Moreover, more than half of the physicians in private practice have 
obtained some social security credits through work other than their 
self-employment as physicians, or through their military service. 

The committee's bill would cover the self-employment income of 
the approximately 170,000 self-employed doctors of medicine on the 
same basis as the self-employment income of other professional 
groups. The committee amended the provision in the House bill so 
as to make social security coverage for self-employed doctors of 
medicine effective for taxable years ending on or after December 31, 
1965. Under the House bill, coverage could be effective for taxable 
years ending after December 31, 1965. This change would make it 
possible for most self-employed physicians to obtain social security 
protection 1 year earlier than under the House bill-for calendar 
year 1965. 
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Coverage would also be extended to services performed by medical 
and dental interns. They would be covered on the same basis as other 
employees working for the same employers, beginning on January 1, 
1966. 
(b) Computation of self-employment income from agriculture 

Under present law, persons with net earnings from farm self-
employment have the following option in reporting for social security 
purposes: (a) If annual gross income from agricultural self-employ­
ment is not over $1,800, either actual net earnings or 66% percent of 
gross income may be reported; (b) if gross income from agricultural 
self-employment is over $1,800 and net earnings are less than $1,200, 
either net earnings or $1,200 (two-thirds of $1,800) may be reported; 
and (c) if the annual gross income is more than $1,800 and net earn­
ings are $1,200 or more, actual net earnings must be reported. 
oTinithe reportingveof sl-moyeticomeitbuth rsnfarm rti would 

othen billapovdb ootngoammitelfempwouldmentaincthe
the presentl 

raise the level of income which may be reported under the gross 
income option by increasing the $1,800 figure to $2,400 and the $1,200 
figure to $1,600. 

Thus, persons with agricultural self-employment would be per­
mitted to use the following option in reporting their earnings from 
agricultural self-employment for social security purposes: (a) If an­
nual gross income from agricultural self-employment is no~t over 
$2,400, either actual net earnings or 66% percent of gross income 
may be reported; (b) if gross income from agricultural self-employ­
ment is over $2,400 and actual net earnings are less than $1,600, either7 
actual net earnings or $1,600 may be reported; and (c) if gross earn­
ings are more than $2,400 and net earnings are more than $1,600, 
the actual net earnings must be reported. This change would be 
effective for taxable years beginning after December 31, 1965. 

(c) Coverage of tips 
The committee recognizes that more than a million employees now 

cov!ered under the social security program have an important part of 
their income from work excluded from coverage because it is received 
in the form of tips, and that as a consequence such employees do not 
have adequate protection under social security. This situation should 
be corrected. However, the committee is not convinced that the 
provision in the House bill providing for the coverage of cash tips as 
wages is a workable provision. 

Tips are an extremely unique type of income; and the committee 
believes that the most practical way to cover them is to treat them as 
self-employment income. 

Tips received by employees which are accounted for to the employer 
by the employee are covered under present law as wages. There 
would be no change in the treatment of tips in this'-situation. 
(d) Coverage provisions applying to employees of States and localities 

(1) Addition of Alaska to the States which may provide coverage 
through division of retirement systems 

Under a provision of the Social Security Act which is designed to 
facilitate the extension of social security coverage to members of State 



SOCIAL SECURITY AMENDMENTS OF 1965 113 

and local government retirement systems, 18 specified States (and all 
interstate instrumentalities) are permitted to divide a State or local 
government retirement system into two parts for purposes of social se­
curity coverage, one part consisting of the positions of members who 
desire coverage, and the other consisting of the positions of members 
who do not desire coverage. Services performed by employees in 
the part consisting of the positions of members who desire coverage 
may then be covered under social security, and once those services are 
covered, the services of all persons who in the future become members 
of the retirement system must also be covered. The 18 States which 
are now permitted to extend coverage under this provision are Cali­
fornia, Connecticut, Florida, Georgia, Hawaii, Massachusetts, Minne­
sota, Nevada, New Mexico, New York, North Dakota, Pennsylvania, 
R~hode Island, Tennessee, Texas, Vermont, Washington, and Wiscon­
sin. The committee's bill would add Alaska to this group of States. 
The provision in the House bill which would also add Kentucky to 
this group of States has been deleted from the bill because the com­
mittee felt that it was not clear that the State of Kentucky desired 
this provision. 

(2) 	 Facilitatingcoverage under the provisionJor division of State 
and local government retirement systems 

The bill would provide a further opportunity for election of social 
security coverage by employees of States and localities who did not 
elect coverage when they previously had the opportunity to do so under 
the provision permitting specified States to cover only those members 
of a retirement system who desire coverage. Under the present pro­
vision, the specified States may, during the 2-year period after cover­
age of a group is approved, cover additional employees who request 
coverage. (However, employees hired after coverage of the group 
is originally approved are covered on a compulsory basis.) The bill 
would reopen, or hold open, through December 31, 1966, the oppor­
tunity for election of coverage by those employees who had not elected 
coverage before the expiration of the 2-year period following approval 
of the coverage of their group. 

The committee recognizes that employees who initially failed to 
elect coverage under the divided retirement system provision were 
provided two subsequent opportunities for election of coverage under 
amendments made to the Social Security Act in 1958 and 1961. Al­
though in general it is important that the time limits for electing cover­
age be maintained and that it be known they will be maintained, t~his 
situation involves special circumstances which seem to your committee 
to justify providing one additional opportunity. The committee be­
lieves, however, that in the future there should be no further reopen­
ing of the opportunity for electing coverage under the divided retire­
mient system provision beyond that which" would be provided under 
this bill. We urge that those now contemplating participation in the 
program take tim~ely action to exercise their choice. 

The social security coverage of emiployees obtaining coverage as a 
result of the further opportunity provided by the proposed amiend­
mient would be required to begin on the same date as was provided 
when their group was originally covered. 
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(3) 	Coverage for certain additional hospital employees in 
California 

The bill would modify a provision of the Social Security Amend­
ments of 1960 which made coverage under the social security program 
available to certain hospital employees in the State of California who 
had performed services at some time during the period from January 1, 
1957, through December 31, 1959, with respect to which contributions 
had been erroneously paid to the Internal Revenue Service prior 
to July 1, 1960. The 1960 legislation provided for crediting the re­
muneration which had been erroneously reported during* the 1957-59 
period, and for covering the services performed after 1959 by the 
individuals for whom the erroneous reportings had been made. The 
committee's bill would make it possible for the State to provide cover­
age, beginning with January 1, 1962, for the services of hospital emn­
ployees employed in the positions in question after 1959, and to secure 
the crediting of remuneration erroneously reported for them for periods
prior to 1962 if contributions with respect to such remuneration have 
been paid before the enactment of the bill. The State would have 
6 months after the month of enactment in which to provide such 
coverage.

The individuals who would be affected by the committee's bill could 
not be covered under the 1960 legislation, since they were not in the 
group for which erroneous reports had been ifiled during the 1957 
through 1959 period. And, like the employees to whom the 1960 leg­
islation applied, they cannot be covered under the generally appli­
cable provisions of the Social Security Act providing coverage for 
employees of States and localities. 

Generally speaking, the Social Security Act does not permit States 
to bring under social security coverage persons whom the States have 
removed from coverage under a State and local retirement system.
The positions of the employees in question were removed from cover­
age under the California State employees retirement system effective 
July 1,1957, without awareness that this section established a bar to 
future social security coverage. This misunderstanding led to the 
erroneous reports, and created the need for the 1960 amendment. 

The employees to whom the bill is directed have the same need for 
coverage as those to whom the 1960 legislation applied, and are barred 
from coverage under the general provisions of law in the same way 
as were the employees covered by the 1960 legislation. Your commit­
tee believes that they should be given the same opportunity to obtain 
protection under the social security program as was given in 1960 to 
hospital employees in a similar situation. 

(4)Retirement systems in the State of Maine 
The bill would reopen until July 1, 1970, a provision of law whichf 

permitted the State of Maine to treat teaching and nonteaching 
employees who are actually in the same retirement system as though
they were under separate retirement systems for social security cover­
age purposes. The original provision, enacted as part of the Social 
Security Amendments of 1958, expired on June 30, 1960. The Social 
Security Amendments of 1960 reopened the provision until July 1, 
1961. Legislation enacted in 1964 (Public Law 88-3 50) reopened
the provision until July 1, 1965. 
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(6) 	 Exdlusionfrom coverage of certainstudents in Iowa and North 
Dakota 

Under existing law, when a State extends coverage under its agree­
ment with the Secretary of Health, Education, and Welfare to any 
group of employees, the State has the option of excluding from cover­
age certain types of employment, including those services performed 
by a student which would not be covered if the student worked for a 
nongovernmental employer. A State which originally excludes services 
it has the option of excluding-such as types of student services-
may at any later date choose to cover them, but a State which has 
once covered such services may not later choose to exclude them. The 
committee has added a provision to the bill authorizing the State of 
Iowa and the State of North Dakota to modify their coverage agree­
ments to exclude from social security coverage certain services per­
formed by students, including service which the State has covered 
under its agreement. These States would be permitted to modify 
their agreements to exclude from social security coverage service 
performed in any calendar quarter in the employ of a school, college, 
or university by a student if the remuneration for such service is less 
than $50. Suce a modification would specify the effective date of the 
exclusion, but it could not be earlier than the enactment date of the 
bill. 
(e) Tax exemption for members of a religiousgroup opposed to insurance 

The committee's bill would permit exemption from the social 
security self-employment tax of individuals who have conscientious 
objections to insurance (including social security) tny reason of their 
aderence to the established tenets or teachings of a religious sect 
(or division thereof) of which they are members. The exemption 
could be granted with respect to taxable years beginning after Decem­
ber 31, 1950. 

The sect (or division thereof) must be one that has been in existence 
at all times since December 31, 1950, and has for a substantial period 
of time been making reasonable provision for its dependent members. 
To qualify as grounds for the tax exemption, the objections of the 
individual and the sect (or division thereof) to insurance must in­
clude objections to acceptance of the benefits of any private or public 
insurance which makes payments in the event of death, disability, 
old age, or retirement or makes payments toward the cost of, or pro­
viding services for, medical care (including the benefits of any insur­
ance system established by the Social Security Act). Before an in­
dividual could be granted exemption he would be required to waive 
all benefits and other payments under any 'insurance system estab­
lished by the Social Security Act on the basis of his own earnings as 
wvell as all such benefits and other payments to him based on the earn­
ings of any other person. The exemption could not be granted to 
any person who has been entitled to social security benefits, or to one 
whose earnings have provided the basis for entitlement to social 
security benefits for any other person. An individual's exemption 
(and the waiver of social security benefits) would be terminated if, 
and as of the time, the conditions under which the exemption was 
granted are no longer met, and the individual could not again be 
granted an exemption. 
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The committee believes that provisions for coverage under social 
security on an individual voluntary basis are undesirable, and we 
have been reluctant to recommend an amendment which would permit 
an individual to elect exemption from social security coverage. Pres­
ent law provides no exemption by reason of an individual's religious
beliefs. The voluntary coverage provisions for ministers are appli­
cable only to ministerial services; a minister who does other work is 
covered on the same basis as any other person. We believe that an 
exemption from social security taxes with respect to work that is 
generally covered would be justifiable only in cases where it is amply
clear that an individual cannot accept the benefits of insurance, in­
cluding social security benefits, without renouncing basic tenets of 
his religion. The exemption we are recommending is designed to be 
granted in only such cases. The proposed exemption would be limited 
to the self-employment tax under social security since those persons
for whom the payment of social security taxes appears to be irrecon­
cilable with their religious convictions also, by reason of their religious
beliefs, limit their work almost entirely to farming and to certain 
Other self-employment. 

We believe that the proposed exemption must be on the basis of in­
dividual choice. To exclude all members of a religious group from 
social security coverage would not take account of the variance in 
individual be iefs within any religious group, and would deny social 
sec~urity protection to those individuals who want it. Among the Old 
Order Amish, for example, there have been some indications of a 
change in attitude toward social security, particularly among the 
younger people; some members of the Old Order Amish who have be­
come eligible for social security benefits have claimed the benefits. 

The committee believes 'that the recommended provision would pro­
vide relief for those individuals who sincerely believe that payment
of social security taxes is irreconcilable with their religious convic­
tions. We strongly recommend against any broadening of the pro­
posed amendment since any such broadening could well lead to wide­
spread individual voluntary coverage under social security, which 
would undermine the soundness of the social security program. 

j)Additional retroactive coverage of nonpropi organizations, and 
validation of coverage o~f certain employees of such organizations 

Under present law the employees of a nonprofit organization may be 
covered under social security only if the employing organization files 
a certificate waiving its exemption from social security coverage. 

The comimittee has learned that in some cases organizations have 
been reportmin their employees for social security purposes without 
ever having filed the required waiver certificate. Such reports may be 
submitted for some time before the organization learns that they are 
erroenous. In such cases, employees who have been counting on hay­
ing social security protection on the basis of their employment with 
such organization may in fact not have that protection. 

The committee's bil would permit a nonprofit organization to elect 
social security coverage to be effective for a period of up to 5 years
(rather than 1 year, as under present law) before the calendar quarter 
in which the waiver certificate electing social security is filed. In 
addition, nonprofit organizations which had filed a waiver certificate 
in or prior to the year in which the bill is enacted would be given until 
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the end of the year following enactment to amend their certificate to 
make social security coverage effective for a period of up to 5 years 
before the calendar quarter in which the amendment to the waiver 
certificate is filed. 

The committee's bill adds a provision to the House bill which would 
give those employees to whom the additional retroactive coverage is 
applicable (as a result of the nonprofit organization amending its 
original waiver certificate) an individual choice of such additional 
coverage. 

Thus, by making its waiver certificate sufficiently retroactive, a non­
profit organization that had been erroneously reporting earnings for 
its employees without having filed a certificate to elect coverage could 
ordinarily provide complete and continuous social security coverage 
for the erroneously reported employees. That is, a nonprofit organiza­
tion which learns of its erroneous reporting could file a certificate 
electing coverage and make it sufficiently retroactive to cover the 
period for which employee earnings already reported would otherwise 
be stricken from the record because the statute of limitations had not 
run when the erroneous reporting had been discovered. The effect of 
the social security statute of limitations is that in most cases correction 
of an empl:-yee's social security earnings record may be made only if 
the error is discovered within 3 years, .3months, and 15 days following 
the end of the year in which the wages were erroneously paid. The 
committee's bill would, then, resolve on a permanent basis trouble­
some problems which have arisen under the nonprofit coverage 
provisions. 

The committee's bill also amends section 105(b) of the Social 
Security Amendments of 1960, which provided that an employee of a 
nonprofit organization could, under certain circumstances, receive 
credit for erroneously reported wages. The amendment applies to 
employees 'who are no langer in the employ of an organization when 
the waiver certificate is filed. These persons cannot be covered under 
the general provisions for retroactive coverage, as retroactive coverage 
is available only to persons still in the employ of an organization when 
the waiver certificate is ifiled. The amendment would permit such em­
ployees to have validated the reports of wages which had erroneously 
been made for them by the organization during the period of retro­
active coverage. These persons have the same need for social security 
protection as those who are still employed by the organization when it 
files its waiver certificate. 

Also, a provision is added to the House bill which would permit the 
validation of certain erroneously reported wages paid to employees of 
nonprofit organizations which have filed valid waiver certificates, but 
which nevertheless failed to provide effective social security coverage 
for some employees. 

If a waiver certificate is filed by a nonprofit organization, then all 
current employees who sign a list at that time, those who sign a sup­
plemental list in the 2-year period during which the certificate may be 
amended to cover additional employees, and all employees who are 
employed after the filing of the certificate, are covered for social se­
curity purposes. Some nonprofit organizations have erroneously re­
ported for social security purposes some individuals employed when 
the certificate was filed who did not sign the required list of employees 
who want such coverage. The 1960 Social Security Amendments per­
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mitted such employees to validate their erroneous reportings through 
June 30, 1960, and to secure future coverage beginning with the quar­
ter following the quarter in which they request validation. Thus, if 
an employee validated his erroneous earnings in June 1963, for ex­
ample, he secured coverage through June 30, 1960, and beginning on 
July 1, 1963. Thus, there would be under present law a gap in cov­
erage from July 1, 1960, through June 30, 1963. The committee's 
bill adds a provision to the House bill which would permit such em­
ployees in this situation to remove the gap in their social security 
coverage. 
(g) Coverage of certain employees of the District of Columbia 

Under the present provisions of the Social Security Act, all service 
performed in the employ of the District of Columbia is excluded from 
social security coverage. Most District employees are covered under 
the Federal civil service retirement system or one of the two District 
retirement systems. Substitute teachers, however, are not covered 
under any government retirement system. Under the committee's 
bill, the District of Columbia could provide social security coverage
for them. In addition, the bill would make it possible for the District 
of Columbia to cover under social security temporary or intermittent 
employees who are now covered under the civil service retirement 
system but, because of the temporary nature of their employment, do 
not obtain protection under that system. The earliest date on which 
coverage could become effective would be the first day of the calendar 
quarter following the calendar quarter of enactment. 
(h) Validation of coverage of certainministers 

Under present law, persons who have been in the ministry for at 
least 2 years after 1954 could obtain slocial security coverage of their 
earnings in the ministry by filing;, before April 16, 1965, certificates 
waiving their exemption from social security taxes. The requirement
that a waiver certificate must be ifiled within a specified period of time 
by a minister who desires social security coverage has been widely
publicized on various occasions in the past in connection with legis­
lation extending the time for filing such certificates. Some ministers 
have nevertheless reported their ministerial earnings for social security 
purposes and paid the social security contributions for several years
without filing the required waiver certificate, and in some instances 
the lack of a waiver certificate has not been discovered until the death 
or retirement of the minister. In such instances, part or all of the 
earnings reported by the minister may not be creditable for social 
security purposes. The committee has been advised of cases in which 
the surviving widow and children of a deceased minister have suffered 
loss of social security protection because the deceased minister had 
failed to ifile the required waiver certificate, although he had reported
his ministerial earnings for social security purposes and had paid the 
social security contributions. It believes that social security protec­
tion based on erroneously reported earnings should be provided for 
such survivors and for ministers who filed timely waiver certificates 
but who had previously reported earnings which cannot be credited 
under present law. 

The committee's bill would permit the survivors of a minister who 
died before April 16, 1965, and who had filed social security tax re­
turns without having filed a waiver, to ifile a waiver on the deceased 
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minister's behalf. A waiver filed by such survivors before April 16, 
1967, would establish social security credit for the ministerial earnings 
reported by the deceased minister for taxable years after 1954. 

In addlition, the bill would permit ministers who filed waiver cer­
tificates before April 16, 1965, which were not effective for all years 
after 1954 for which they reported ministerial-earnings for social se­
curity purposes to obtain social security credit for such earnings by 
filing a supplemental waiver certificate before April 16, 1967. 

The committee's bill requires that all social security taxes which 
become due as a result of actions taken pursuant to this provision must 
be paid, or if previously refunded, repaid, before April 16, 1967. 
Benefits which become payable as a result of this provision would be 
payable beginning for the month after enactment of this bill. 

13. MISCELLANEOUS 

(a) 	Extension of period for filing proof of support and application 
for lump-sum death payment 

The law provides that the proof of support required for husband's, 
widower's, and parent's insurance benefits, and applications for lump-
sum death payments, must be filed within a 2-year period specified in 
the law. An extension of an additional 2 years is allowed where there 
was good cause for failure to file within the initial 2-year period. Many 
instances have arisen where there has been failure to file the required 
documents within the time allowed. A number of private bills have 
been proposed, and some enacted, to except specific individuals from 
this requirement in the law. 

Believing that it is more desirable to provide for these situations by 
a provision of general law, the committee has included an amendment 
under which, if it is shown to the satisfaction of the Secretary of 
Health, Education, and Welfare that there was good cause for failure 
to file within the initial 2-year period, an applicant would be allowed 
to file proof of support or an application for a lump-sum death pay­
ment at any time. 

(b) Automatic recomputation of benefits 
Under the bill provision is made for automatic annual recomputation 

of benefits to take account of earnings that a beneficiary may have 
after he comes on the rolls and that would increase his benefit amount. 
Under present law, benefit recomputations to take account of addi­
tional earnings generally are available only on application, and can be 
made only if the worker had covered earnings of more than $1,200 in a 
calendar year after be became entitled to benefits. 

Experience has shown that a large number of people who are eligible 
for benefit recomputations to take account of additional earnings, and 
who will profit from such recomputations, fail to apply for them. 
Automatic recomputation would assure the beneficiary that he will get 
credit for any earnings that would increase his benefit amount. The 
committee has been advised that with the improved electronic equip­
ment that is now used to compute benefit amounts, it is both feasible 
and administratively advantageous to handle these recomputations on 
an automatic basis. 

An additional effect of the change would be to assure that no one 
would be disadvantaged by applying for benefits at age 65 instead of 
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waiting until a somewhat later age Under present law, in some few 
cases a worker who delays the 'iing, of his application gets a larger 
benefit than he would have gotten if he had applied at age 65. In 
certain situations, therefore, people do not know whether to apply for 
benefits or to defer filing. Sometimes they do apply and it turns out 
to have been disadvantageous. Under the provisions in the bill it will 
be possible to assure every claimant that he cannot lose by applying
at age 65. 

(c) Reimbursement of the trustfunds for the cost of military, service credits 
Military service was not covered under the social security program 

on a contributory basis until 1957. However, special benefits were 
provided for the survivors of World War II veterans who died within 
3 years after discharge, and noncontributory wage credits were pro­
vided under the program for. active military service from September 
16, 1940, through December 1956. The old-age and survivors insur­
ance trust fund has been reimbursed for the cost of the benefits paid 
through August 1950, in the amount of about $15 million. However, 
although.-present law provides that the costs incurred through June 
30, 1956, were to have-been-paid into the trust funds over the 10 fiscal 
years.ending June 30, 1969, and that the costs incurred by the payment 
of such benefits after June 1956 were to have been appropriated an­
nually, no such payments have been made. 

The committee believes that it would be desirable to amortize the 
amounts owing over a period longer than the 10-year period provided 
under present law. The bill would authorize a leverannual appro­
priation .from general revenues to .the trust funds starting in fiscal 
year 1~966, that would amortize both the accumulated backlog and 
-the additional amounts that will accrue through fiscal year 2015. After 
2015, annual appropriations would be authorized to pay any additional 
costs. 
(d) Extension of life of applicationand determination of disability 

(1) Life of applications 
Under present law, -theprospective life of an application for monthly 

insurance benefits ia limited to 3 months from the date of filing, except 
in the case of -an application for disability benefits where the applica­
tion must be Ailed within 3 months of the. beginning of the waitin g 
period. In effect, an applicant who does not meet the requirements 
for entitlement on the date of application has 3 months in which to 
meet them before his application expires. 

A problem arises under present law when an application is disallowed 
and much later, during some stage of the appeals process and before a 
final decision on the application has been made by the Secretary, it is 
determined that the applicant first became eligible-for example, met 
the disability requirements or attained retirement age-after the 
period for which his application is effective has expired. The need for 
filing a new application may be discovered so late (an application may 
be effective retroactively for no more than 12 months) that no entitle­
ment can be established for the first months of eligibility. If the 
claimant has died without filing a new application, no entitlement for 
any months can be established and a loss of all benefits is incurred. 

The committee believes that the limitations in present law on the 
prospective life of an application for monthly insurance benefits or 
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for a determination of disability results in unnecessary inequities. As 
a result, the committee has included an amendment under which such 
an application would be valid if the applicant satisfies all the require­
ments for entitlement at any time before the Secretary makes a final 
decision on the application. 
(e) Overpayme'nts and underpayments 

(1) Recovery of overpayments 
The committee concurs with the recommendation of the General 

Accounting Office, made in a report to the Congress dated July 25, 
1961, that the Secretary of Health, Education, and Welfare should 
have the authority to recover overpayments of social security benefits 
to a living person by withholding benefits of other people getting
benefits on the same earnings record. (This authority is already
provided in present law where the overpaid person is deceased.) 
Under the bull the Secretary would have authority, in any case where 
there had been an overpayment of either health insurance benefits or 
cash benefits, to recover the overpayment by withholding the cash 
social security benefits of the overpaid person or of other people who 
are getting benefits on the same earnings record, whether or not the 
overpaid person is alive. 

(2) Waiver of recovery 
Under present law, a beneficiary who is liable for repayment of an 

overpayment made to another person is denied the opportunity for 
waiver of recovery of the overpaid amount if the overpaid person was 
at fault, even though he himself is without fault and otherwise meets 
all the conditions prescribed in the law for having recovery waived. 
Under the bill, any beneficiary who is liable for repayment of an over­
payment, whether the overpayment was made to him or to another 
person, would be able to qualify for waiver of recovery of the overpaid 
amount if he is without fault and if he meets the other conditions 
prescribed in the law. 

(3) Settlement of underpayments 
The present law provides that where "an error has been made" 

resulting in an underpayment to a beneficiary who has subsequently 
died, an adjustment is to be made by increasing the subsequent bene­
fits of others getting benefits on the same earnings record as the de­
ceased. The law does not contain any provision for the disposition 
of underpayments in death cases where there are no subsequent bene­
fits payable. The committee believes that specific statutory author­
ity should be provided to the Secretary to settle all claims for under­
payments. This authority would be provided under the bill. 
(f) Authorization for one spouse to cash a joint check 

Benefits payable to a husband and wife living in the same house­
hold are usually paid in a single check issued to the two people jointly. 
When one payee of such a combined check dies, present procedures
require that the check issued for the month of death be returned to the 
Treasury Department for cancellation, and that another check be 
issued to the surviving beneficiary as payment of the benefit to which 
the surviving beneficiary is entitled for that month. The delay 
involved in this procedure frequently results in hardship for the 
survivor. This hardship could be avoided if the surviving beneficiary 
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were authorized to cash the combined check on the condition that any 
resulting overpayment would be recovered. Since the Social Security 
Act does not contain any authority for making overpayments-and the 
combined check for the month of death would represent an overpay­
ment because the surviving spouse is entitled only to his portion of the 
check-legislative authority is needed for making such temporary 
overpayments.

The bill would authorize the Secretary to make a temporary over­
payment so as to permit the surviving spouse to cash the combined 
check for the month in which the other spouse died, with the provision 
that the overpayment resulting from cashing the combined check 
would be recovered. 
(g) Determination of attorney's fees in court proceedings 

It has come to the attention of the committee that attorneys have 
upon occasion, charged what appear to be inordinately large fees for 
representing claimants in Federal district court actions arising under 
the social security program. Usually, these large fees result from a 
contingent-fee arrangement under which the attorney is entitled to a 
percentage (frequently one-third to one-half) of the accrued benefits. 
Since litigation necessarily involves a considerable lapse of time, in 
many cases large amounts of accrued benefits, and consequently large
legal fees, are payable if the claimant wins his case. 

The committee bill would provide that whenever a court renders a 
judgment favorable to a claimant, it would have express authority to 
allow' as part of its judgment a reasonable fee, not in excess of 25 per­
cent of accrued benefits, for services rendered in connection with the 
claim; no other fee would be payable. Any violation would be made 
subject to the same penalties as are provided in the law for charging 
more than the maximum fee prescribed in regulations for services 
rendered in connection with proceedings before the Secretary-up to 
$500, or a year's imprisonment, or both. In order to assure the pay­
ment of the fee allowed by the court, the Secretary would be permitted 
to certify the amount of the fee to the attorney out of the amount of 
the accrued benefits. 

14. FINANCING PROVISIONS 

Consistent with the well-established policy of maintaining the 
program on a financially sound basis, the bill makes full provision for 
meeting the cost of the improvements it would make in the old-age, 
survivors, and disability insurance program. Additional income 
would result from increasing the earnings base to $6,600 in 1966 and 
from the extensions of coverage provided under the bill. In addition, 
the committee is recommending a revised contribution rate schedule. 
(a) Increase in the contributionand benefit base 

As amended by the committee, the bill would raise from $4,800 to 
$6,600, beginning with 1966. the limitation on the amount of annual 
earnings that is used in determining benefits and that is subject to tax 
for the support of the program. This increase in the contribution 
and benefit base will make it possible to provide, for workers at and 
above average earnings levels, benefits that are more reasonably
related to their actual earnings, and, by taxing a larger proportion of 
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the Nation's growing payrolls, will improve the financial base of the 
program. 

The additional earnings that are taxed and credited for social 
security purposes make possible the payment of higher benefits and 
at the same time result in a reduction in the overall cost of the social 
security program as a percent of taxable payrolls. 

The $6,600 contribution and benefit base effective in 1966-rather 
than increasing the base to $6,600 in two steps, to $5,600 in 1966 and 
to $6,600 in 1971, as provided for in the bill as passed by the House-
not only will bring the benefits paid under the program into line with 
current earnings levels more quickly, but also will make possible lower 
contribution rates in 1966, 1967, and 1968 for old-age, survivors, and 
disability insurance, and lower contribution rates in 1966 for hospital 
insurance, than would otherwise be needed. 

(b) Chxsnges in the contributionsrates 
The schedule of contribution rates included in the bill will produce 

sufficient income to finance the social security program and at the 
same time will avoid large increases in the trust funds in the next few 
years. Under the schedule of rates the committee recommends, as 
under the revised schedule provided for in the bill as passed by the 
House, the tax rates for old-age, survivors, and disability insurance 
scheduled for the period 1966 through 1972 would be somewhat lower 
than those scheduled under present law. While the schedule in the 
bill as passed by the House would have lowered the rates scheduled 
to go into effect in 1966 from 4.125 percent each for employees and 
their employers to 4 percent each, the schedule recommended by the 
committee would lower the rates scheduled to go into effect in 1966 
to 3.85 percent each for employees and their employers. After 1973 
the contribution rate for employees and employers would be about 
three-tenths of 1 percent higher than scheduled under present law. 
Also, old-age, survivors, and disability insurance contributions for 
the self-employed person would be held at 5.8 percent of self-employ­
ment income through 1968 by the committee bill rather than increas­
ing to 6.2 percent in 1966 and 6.9 percent in 1968 under present law. 
After 1973 the contribution rate for the self-employed under the com­
mittee bill would be only one-tenth of 1 percent higher than scheduled 
under present law. 

The present and proposed contribution rates for old-age, survivors, 
and disability insurance are as follows: 

Contribution rates (in percent) 

Employer and employee, each Self-employed 
Year__ _ _ _ _ - _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Present House- C~omrnlt- Present House. commit-
law approved, tee bill law approved tee bill 

bIll bill 

1965-------------------------- 3.625 3.625 3.625 5.4 5,4 5.4 
1966-67 ----------------------- 4.125 4.0 3.85 6.2 6..O 5.8 
1968-------------------------- 4.625 C.0 3.85 6.9 6.0 5.8 
1969-72----------------------- 4.625 4.4 4.45 6.9 6.6 6.7 
173 and after----------------- 4.625 4,8 4.9 6.9 7.0 7.0 
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16. ADVISORY COUNCIL ON SOCIAL SECURITY 

The bill would repeal the present provisions for the appointment of 
future Advisory Councils on Social Security Financing and provide 
instead for the appointment of Advisory Councils of broader scope 
and of somewhat different representation. 

The Councils provided for under present law are, in general, required 
to report only on the financing of the program. The Council that was 
appointed in 1963 and made its report on January 1 of this year was 
the only Council required to present its findings and recommendations 
with respect to all aspects of the program. That Council urged that 
"ievery 5 years or so Advisory Councils be formed to review the sub­
stantive provisions of the program as well as its financing. " The com­
mittee agrees with this recommendation, and under the bill the scope 
of future Advisory Councils would be broadened so that all future 
Councils would report on all aspects of the program (including the 
new hospital insurance and supplementary medical insurance programs 
established under the bill) and on their impact on the public assistance 
programs.

Present law requires that the Councils be composed of 12 members 
representing employers and employees in equal numbers and self-
employed persons and the public. The bill provides that the Council 
members shall, to the extent possible, represent employer and em­
ployee organizations in equal numbers and self-employed persons and 
the public.

The Councils would submit their reports to the Secretary of Health, 
Education, and Welfare for transmission to the Congress and to the 
Board of Trustees. Under the time schedule for the appointment of 
Advisory Councils now in the law, Councils are to be appointed in 
1966 and every fifth year thereafter and report on January 1 of the sec­
ond year after the year of appointment. This schedule was designed 
so that a Council would report 1 year before each tax increase, and 
every fifth year after the final increase. In 1961 the final tax increase, 
previously scheduled for 1969, was rescheduled for 1968. As a result, 
the Council to be appointed in 1966 is required to make its report on the 
day on which the final rate increase now in the law is scheduled to go 
into effect. Under the bill, the next Advisory Council would be ap­
pointed in 1968 and make its report not later than January 1, 1970. 
Subsequent Councils would be appointed so as to report in 1975 and 
every fifth year thereafter. 

16. 	 ACTUARIAL COST ESTIMATES FOR THE OLD-AGE, SURVIVORS, AND 
DISABILITY INSURANCE SYSTEM 

(a) Summary of actuarialcost estimates 
The old-age, survivors, and disability insurance system, as modified 

by the committee-approved bill, has an estimated cost for benefit(
payments and administrative expenses that is very closely in balance 
with contribution 	income. This also was the case for the 1950 and 
subsequent amendments at the time they were enacted. 

The old-age and survivors insurance system as modified by the 
committee-approved bill has been shown to be not quite self-supporting 
under the intermediate cost estimate. Nevertheless, there is close to 
an exact balance, especially considering that a range of variation is 
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necessarily present in the long-range actuarial cost estimates and, 
further, that rounded tax rates are used in actual practice. Accord­
ingly, the old-age and survivors insurance program, as it would be 
changed by the committee-approved bill, is actuarially sound. 

The separate disability insurance trust fund, established under the 
1956 act, shows a favorable actuarial balance of 0.02 percent of 
taxable payroll under the provisions that would be in effect after 
enactment of the comimittee-approved bill, because the contribution 
rate allocated to this fund is slightly more than the cost of the disability 
benefits, based on the intermediate cost estimate. Considering the 
variability of cost estimates for disability benefits, this small actuarial 
surplus is not significant. The disability insurance program, as it 
would be modified by the committee-approved bill, is actuarially 

X 	 sound. 
(b) Financingpolicy 

(1) 	Contribution rate schedule for old-age, survivors, and di8­
ability insurance in committee-approved bill 

The contribution schedule for old-age, survivors, and disability in­
surance contained in the committee-approved bill is lower than that 
under present law by 0.55 percent in the combined employer-employee 
rate in 1966-67, is lower by 1.55 percent in 1968, is lower by 0.35 
percent in 1969-72, and is higher by 0.45 percent in 1973 and there­
after. The maximum earnings base to which these tax rates in the 
commlittee-approved bill are applied is $6,600 for 1966 and thereafter, 
as contrasted with $5,600 per year for 1966-70 and $6,600 for 1971 
and after under the House-approved bill and $4,800 under present 
law. These tax schedules are as follows: 

[Percent] 

Employee rate (same for employer) Self-employed rate 

Calendar year 
Present House- Commit- Present House- Commit-

law approved tep- law approved tea­
bil proed bill bill proved ill 

1965 -------------------------- 3.625 3.625 3.625 B.4 5.4 54 
1966-67 ----------------------- 4.125 4.00 3.85 6.2 6.0 5.8 
1968---- ---------------------- 4.625 4.00 3.85 6.9 6.0 5.8 
1969-72------------------------ 4.625 - 4.40 4.45 6.9 6.6 6.7 
1973 andafter------------------ 4.625 4.80 4.90 6.9 7.0 7.0 

The allocation rates to the two trust funds that are applicable to 
the combined employer-employee contribution rate for the committee-
approved bill and the House-approved bill, as compared with present 
law, are as follows:[ernt 

Old-age and survivors insurance Disability insurance 

Calendar year 
Present House- Committee- Present House- Committee-

law 	 approved apprioved law appoved approved
bil bill bill bl 

1965 -------------------------- 6.75 6.75 6.75 0.50 0.50 0.50 
1966-67 ----------------------- 7.75 7.25 7.00 .50 .75 .70 
1968 -------------------------- 8.75 7.25 7.00 .10 .75 .70 
1969-72 ----------------------- 8. 75 8.05 8.20 .50 .75 .70 
1973 and after------------------ 8.75 8.85 9. 10 .50 .75 .70 
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(2) Self-supporting nature of system 
The Congress has always carefully considered the cost aspects of 

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

(3) Actuarial soundness Of s-ysteM 
The concept of actuarial soundness as it applies to the old-age,

survivors, and disability insurance system differs considerably from 
this concept as it applies to private insurance and private pension
plans, although there are certain points of similarity with the latter. 
In connection with individual insurance, the insurance company or 
other administering institution must have sufficient funds on hand so 
that if operations are terminated, it will be in a position to pay off 
all the accrued liabilities. This, however, is not a necessary basis 
for a national compulsory social insurance system and, moreover, is 
not always the case for well-administeredfoprivate pension plans,
which may not have funded all the liability fr 'prior service benefits. 

It can reasonably be presumed that, under Government auspices,
such a social insurance system will continue indefinitely into the future. 
The test of financial soundness, then, is not a question of whether 
there are sufficient funds on hand to pay off all accrued liabilities. 
Rather, the test is whether the expected future income from tax 
contributions and from interest on invested assets will be sufficient 
to meet anticipated expenditures for benefits and administrative 
costs. Thus, the concept of "unfunded accrued liability" does not 
by any means have the same significance for a social insurance system 
as it does for a plan established under private insurance principles,
and it is quite proper to count both on receiving contributions from 
new entrants to the system in the future and on paying benefits to 
this group. These additional assets and liabilities must be considered 
in order to determine whether the system is in actuarial balance. 

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

The committee believes that it is a matter for concern if the 
old-age, survivors, and disability insurance system shows any sig­
nificant actuarial insufficiency. Traditionally, the view has been 
held that for the old-age and survivors insurance portion of the 
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program, if such actuarial insufficiency has been no greater than 0.25 
percent of payroll, when measured over perpetuity, it is at the point 
where it is within the limits of permissible variation. The corre­
sponding point for the disability insurance portion of the system is 
about 0.05 percent of payroll (lower because of the relatively smaller 
financial magnitude of this program). Based on the recommendation 
of the 1963-64 Advisory Council on Social Security Finanicing (see 
app. V of the 25th Annual Report of the Board of Trustees of the 
Federal Old-Age and Survivors Insurance Trust Fund and the Fed­
eral Disability Insurance Trust Fund, H. Doc. No. 100, 89th Cong.), 
the cost estimates are now being made on a 75-year basis, rather than 
on a perpetuity basis. On this approach, the margin of variation 
from exact balance should be smaller-no more than 0.10 percent of 
taxable payroll for the combined old-age, survivors, and disability 
insurance program. 

Furthermore, traditionally when there has been an actuarial insuffi­
ciency exceeding the limits indicated, any subsequent liberalizations 
in benefit provisions were fully financed by appropriate changes in 
the tax schedule or through raising the earnings base, and at the same 
time the actuarial status of the program was unproved. 

The changes provided in the committee-approved bill are in con­
formity with these financing principles. 
(c) Basic assumptionsfor Cost estimates 

(1) General basisfor long-range cost estimates 
Benefit disbursements may be expected to increase continuously 

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

The long-range cost estimates (shown for 1975 and thereafter) 
are presented on a range basis so as to indicate the plausible varia­
tion in future costs depending upon the actual trends developing for 
the various cost factors. Both the low- and high-cost estimates are 
based on assumptions that are intended to represent close to full 
em~ploympent, with average annual earnings at about the level pre­
vailn in 1963. The use of 1963 average earnings results in, con­
servatism in the estimate since the trend is expected to be an increase 
in average earnings in future years (as will be discussed subsequently 
in item 5). In 1963, the aggregate amount of earnings taxable under 
the program was $226 billion. Of course, when new workers enter 
the labor force in years afte 1963, the total taxable earngsicee 
simply because of multiplying the larger number of covered workers 
by the 1963 average earnings rates. In addition to the presentation 
of the cost estimates on a range basis, intermediate estimates de­
veloped directly from the low- and high-cost estimates (by averaging 
their components) are shown so as to indicate the basis for the financing 
provisions. 

The cost estimates are extended beyond the year 2000, since the 
aged population itself cannot mature by then. 'the reason for this is 
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that the number of births in the 1930's was very low as compared
with subsequent experience. As a result, there will be a dip 'in the 
relative proportion of the aged from 1995 to about 2010, which would 
tend to result in low benefit costs for the old-age, survivors, and 
disability insurance system during that period. For this reason the 
year 2000 is by no means a typical ultimate year insofar as costs are 
concerned. 

(2) Measurement of costs in relation to taxable payroll 
In general, the costs are shown as percentages of covered payroll.

This is the best measure of the financial cost of the prograxn. Dollar 
figures taken alone are misleading. For example, a higher earnings
level will increase not only the outgo of the system but also, and to 
a greater extent, its income. The result is that the cost relative to 
payroll will decrease. As an illustration of the foregoing points,
consider an individual who has covered earnings at a rate of $300 
per month. Under the bill such an individual would have a primary
insurance amount of $112.40. If his earnings rate should increase 
by 50 percent (to $450), his primary insurance amount would be $146. 
Under these conditions, the contributions payable with respect to 
his earnings would increase by 50 percent, but his benefit rate would 
increase by only 30 percent. Or to put it another way, when his 
earnings rate was $300 per month, his primary insurance amount 
represented 37.5 percent of his earnings, w~hereas, when his earnings
increased to $450 per month, his primary insurance amount relative 
to his earnings decreased to 32.4 percent. 

(3) General basisfor short-rangecost e~st~imates 
The short-range cost estimates (shown for the individual years

1965-72) are not presented on a range basis since-assuming a con­
tinuation of present economic conditions-it is believed that the 
demographic factors involved (such as mortality, fertility, retirement 
rates, etc.) can be reasonably closely forecast, so that only a single
estimate is necessary. A gradual rise in the earnings level in the 
future, paralleling that which has occurred in the past few years, is 
assumed. As a result- of this assumption , contribution income is 
somewhat higher than if level earnings were assumed, while benefit 
outgo is only slightly affected. 

The cost estimates have been prepared on the basis of the same 
assumptions and methodology as those contained in the 25th Annual 
Report of the Board of Trustees (H. Doc. No. 1400, 89th Cong.). 

(4) Level-cost concept 
An important measure of long-range cost is the level-equivalent

contribution rate required to support the system for the next 75 years
(including not only meeting the benefit costs and administrative 
expenses, but also the maintenance of a reasonable contingency fund 
during the period, which at the end of the period amounts to 1 year's
disbursements), based on discounting at interest. If such a level 
rate were adopted, relatively large accumulations in the old-age and 
survivors insurance trust fund would result, and in consequence
there would be sizable eventual income from interest. Even though
such a method of financing is not 2'ollowed, this concept may be used 
as a convenient measure of long-range costs. This is a valuable cost 
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concept, especially in comparing various possible alternative plans 
and provisions, since it takes into account the heavy deferred benefit 
costs. 

(5) Future earningsassumptions 
The long-range estimates for the old-age, survivors, and disability 

insurance program are based on level-earnings assumptions, under 
which earnings rates of covered workers by age and sex will continue 
over the next 75 years at the levels experienced in 1963. This, 
however, does not mean that covered payrolls are assumed to be the 
same each year; rather, they are assumed to rise steadily as the 
population at the working ages is estimated to increase. If in the 
future the earnings level should be considerably above that which now 
prevails, and if the benefits are adjusted upward so that the annual 
costs relative to payroll will remain the same as now estimated for the 
present system, then the increased dollar outgo resulting will offset 
the increased dollar income. This is an important reason for con­
sidering costs relative to payroll rather than in dollars. 

The long-range cost estimates have not taken into account the pos­
sibility of a rise in earnings levels, although such a rise has character­
ized the past history of this country. If such an assumption were 
used in the cost estimates, along with the unlikely assumption that 
the benefits, nevertheless, would not be changed, the cost relative to 
payroll would, of course, be lower. 

It is important to note that the possibility that a rise in earnings 
levels will produce lower costs of the old-age, survivors, and disability 
insurance program in relation to payroll is a very important safety 
factor in the financial operations of this system. The financing of 
the system is based essentially on the intermediate cost estimate, 
along with the assumption of level earnings; if experience follows the 
high-cost assumptions, additional financing will be necessary. How­
ever, if covered earnings increase in the future as in the past, the 
resulting reduction in the cost of the program (expressed as a percent­
age of taxable payroll) will. more than offset the higher cost arising 
under experience following the high-cost estimate. If the latter condi­
tion prevails, the reduction in the relative cost of the program coming
from rising earnings levels can be used to maintain the actuarial 
soundness of the system, and any remaining savings can be used to 
adjust benefits upward (to a lesser degree than the increase in the 
earnings level). The possibility of future increases in earnings levels 
should be considered only as a safety factor and not as a justification 
for adjusting benefits upward in anticipation of such increases. 

If benefits are adjusted currently to keep pace with rising earnings 
trends as they occur, the year-by-year costs as a percentage of payroll 
would be unaffected. If benefits are increased in this manner, the 
level-cost of the program would be higher than now estimated, since, 
under such circumstances, the relative importance of the interest 
receipts of the trust funds would gradually diminish with the Passage 
of time. If earnings and benefit levels do consistently rise, thorough 
consideration will need to be given to the financing basis of the system 
because then the interest receipts of the trust funds will not meet as 
large a proportion of the benefit costs as would be anticipated if the 
earnings level had not risen. 
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(6) Interrelationshipwith railroad retirement system 
An iniportant element affecting old-age, survivors, and disability 

insurance costs arose through amendments made to the Railroad 
Retirement Act in 1951. These provide for a combination of railroad 
retirement compensation aind old-age, survivors, and disability insur­
ance covered earnings in determining benefits for those with less than 
10 years of railroad service (and also for all survivor cases). 

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

(7) Reimbursementfor costs of military service wage credits 
Another important element affecting the financing of the program 

arose throughi legislation in 1956 that provided for reimbursement 
from general revenues for past and future expenditures in respect to 
the noncontributory credits that had been granted for persons in 
military service before 1957. The cost estimates contained here 
reflect the effect of these reimbursements (which are included as con­
tributions), based on the assumption that the required appropriations. 
will be made in the future in accordance with the relevant provisions 
of the committee-a pproved bill. These reimbursements would be 
made on the basis of constant annual amounts (although adjusted in 
accordance with actual experience) over the next 50 years, rather than 
on the basis of the actual disbursements each year, as under present 
law. 
(d) Actuarial balance of program in past years 

(1) Status after enactment of 195~2 act 
The actuarial balance under the 1952. act'I was estimated, at the 

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

set" (and similar terms) is used to designate the system as it existed after the enactment 

of the amendments of that year. 
I The term "11952 
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TABLE G.-Actuarialbalance of old-age, survivors, and disability insurance program
under various acts for various estimates, inter-medioate-cost basis 

[Percent] 

Level-equivalent'I
Date of esti. -

Legsltio 

1935 act -------------------------------------
1939 act -------------------------------------
1939 act (as amended in the 1940's) 5-----------
1950oact -------------------------------------
1950 act -------------------------------------
1952 act -------------------------------------
1952 act -------------------------------------
1954 act -------------------------------------
1Q54 act -------------------------------------
1956 act -------------------------------------
1958 act -------------------------------------
1958 act -------------------------------------
1958 act -------------------------------------
1960 act -------------------------------------
1981 act -------------------------------------
1961lact-------------- -----------------------
1981 act (perpetuity basis)---------------------
1981 act (71-year basis) ------------------------
1981 bill (House)------------------------------
1965 bill (Senate committee) -------------------

19568act -------------------------------------
1956 act -------------------------------------
1958 act -------------------------------------
1958 act -------------------------------------
1960Oact -------------------------------------
1961lact-------------------------------------
1961 act -------------------------------------
1961 act (perpetuity basis) ---------------------
1961 act (71-year basis) ------------------------
1965 bill (House)------------------------------
1961 bill (Senate committee) -------------------

1956 act -------------------------------------
19.56act -------------------------------------
1958 act -------------------------------------
1958 act -------------------------------------
1960 act -------------------------------------
1961lact -------------------------------------
1961lact -------------------------------------
196l act (perpetuity basis) ---------------------
1981 act (71-year basis) ------------------------
1965 bill (House)------------------------------
1985 bill (Senate committee) -------------------

mte 	 Benefit Contrlbu- IActuarial 
costs 3 tions balance'a 

Old-age, survivors, and disability insurance 4 

1935 5.38 5.38 0.00 
1939 
1950 

5.22
4.45 

5.30 
3.98 

+0.08 
-. 47 

1950 8.20 8.10 -. 10 
1952 
1952 

5.49 
6.00 

5.90 
5.90 

+.41 
-. 10 

1954 8.82 8.05 -. 57 
1954 7. 50 7.12 -. 38 
1938 7.45 7.29 -. 18 
1938 7.85 7.72 -. 13 
1958 8.25 7.83 -. 42 
1958 8.78 8.52 -. 24 
1980 8.73 8.88 -. 05 
1980 8.98 8.88 -. 30 
1981 
1983 

9.35 
9.33. 

9.05 
9.02 

-. so 
-. 31 

1964 9. 36 9.12 -. 24 
1964 9.09 9.10 + 01 
1965 9.44 9.38 -. 08 
1985 9.81 9. 51 -. 10 

Old-age and survivors insurance' 

1958 7.43 7. 23 -0. 20 
1958 7. 90 7.33 -. 57 
1958 8.27 8.02 -. 25 
1980 &38 8.18 -. 20 
1960 &42 8.18 -. 24 
1961 879 8.55 -. 24 
1963 8.89 8. 52 -. 17 
1984 8.72 8.82 -. 10 

1964 8.48 8.80 +.14 
1965 8.73 8.81 -. 12 
1965 8.93 8.81 -. 12 

Disability Insurance'4 

1958 0.42 0.49 +0.07 
1958 .35 .50 +.15 
1958 .49 .50 + 01 
1960 .35 .50 +.15 
1960 .58 .50 -00 
1981 .56 .50 -00 
1983 .64 .50 -14 
1964 .64 .50 -. 14 
1964 .63 .50 -. 13 
1965 .71 .75 +.04 
1965 .88 .70 +. 02 

I Expressed as a percentage of effective taxable payroll, including adjustment In reflect the lower con­
tribution rate for the self-employed as compared with the combined employer-employee rate. Estimates 
prepared before 1964 are on a perpetuity basis, while those prepared after 1964 are on a 71-year basis. The 
estimates prepared in 1964 are on both bases (see text).2 

lIncluding adjustments (a) In reflect the lower contribution rate for the sell-employed as compared with 
the combined employer-employee rate, (b) for the interest earnings on the existing trust fund, (c) for ad­
ministrative expense costs, and (d) for the net cost of the financial interchange provisions with the rail­
road retirement system.

3 negative figure indicates the extent of lack of actuarial balance. A positive figure indicates more 
than sufficient financing, according In the particular estimate. 

'The disability insurance program was inaugurated in the 1938 act so that all figures for previous legisla­
tion are for the old-age and survivors insurance program only.

' The major changes being in the revision of the contribution schedule; as of the beginning of 1950, the 
ultimate combined employer-employee rate scheduled was only 4 percent. 

NOTE.-The figures for the 1950 act and for the 1952 act according In the 1952 estimates have been revised 
as compared with those presented previously, so as to place them on a comparable basis with the later 

figures. 
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(2) Status after enactment of 1954 act 
Under the 1954 act, the increase in the contribution schedule met 

all the additional cost of the benefit changes and at the same time 
reduced substantially the actuarial insufficiency that the then-current 
estimates had indicated in regard to the financing of the 1952 act. 

(8) Status after enactment of 1956 act 
The estimates for the 1954 act were revised in 1956 to take into 

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

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

(4) Status after enactment of 1958 act 
The 1958 amendments recognized this situation and provided addi­

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

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

(5) Status after enactment of 1960 act 
At the beginning of 1960, the cost estimates for the old-age, sur­

vivors, and disability insurance system were reexamined and were 
modified in certain respects. The earnings assumption had previously 
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been based on the 1956 level, and this was changed to reflect the 
1959 level. Also, data first became available on the detailed opera­
tions of the disability provisions for 1956, which was the first full 
year of operation that did not involve picking up "backlog" cases. 
It was found that the number of persons who meet the insured status 
conditions to be eligible for these benefits had been significantly over­
estimated. It was also found that the disability incidence experience 
for eligible women was considerably lower than had been originally 
estimated, although the experience for men was very close to the 
intermediate estimate. Accordingly, revised assumptions were made 
in regard to the disability insurance portion of the program. As a 
result, the changes made by the 1960 amendments could, according 
to the revised estimates, be made without modifying the financing 
provisions. 

(6) Status after enactment of 1961 act 
The changes made by the 1961 amendments involved an increased 

cost that was fully met by the changes in the financing provisions 
(namely, an increase in the combined employer-employee contri­
bution rate of one-fourth of 1 percent, a corresponding change in the 
rate for the self-employed, and an advance in the year when the ulti­
mate rates would be effective-from 1969 to 1968). As a result, the 
actuarial balance of the program remained unchanged. 

Subsequent to 1961, the cost estimates were further reexamined 
in the light of developing experience. The earnings assumption was 
changed to reflect the 1963 level, and the interest rate assumption 
used was modified upward to reflect recent experience. At the same 
time, the retirement rate assumptions were increased somewhat to 
reflect the experience in respect to this factor. The further develop­
ing disability experience indicated that costs for this portion of the 
program were significantly higher than previously estimated (because 
benefits are not being terminated by death or recovery as rapidly as 
had been originally assumed). Accordingly, the actuarial balance of 
the disability insurance program was shown to be in an unsatisfactory 
position, and this has been recognized by the Board of Trustees, who 
recommended that the allocation to this trust fund should be increased 
(while, at the same time, correspondingly decreasing the allocation to 
the old-age and survivors insurance trust fund, which under present 
law is estimated to be in satisfactory actuarial balance even after such 
a reallocation). 
(e) Intermediate-costestimates 

(1) Purposes o~f intermediate-cost estimates 
The long-range intermediate-cost estimates are developed from the 

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

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

(2) Interest rate used in cost estimates 
The interest rate used for computing the level-costs for the com­

mnittee-approved bill is 3Y2percent for the intermediate-cost estimate 
This is somewhat above the average yield of the investments of the 
trust funds at the end of 1964 (about 3.13 percent), but is below the 
rate. '~urrently being obtained for new investments (about 4Y8 percent).

(3) Actuarial balance of OASDI system 
Table G has shown that according to the latest cost estimates made 

for the 1961 act there is an almost exact actuarial balance for the 
combined old-age, survivors, and disability insurance system, but that 
there is a deficit of 0.13 percent of taxable payroll for the disability
insurance portion, and a Plavorable balance of 0.14 percent of taxable 
payrofl for the old-age and survivors insurance portion. 

Under the committee-approved bill, the benefit changes proposed
would be approximately financed by the increases in the contribution 
rates and the earnings base. 

Table H traces through the change in the actuarial balance of the 
system from its situation under the 1961 act, according to the latest 
estimate, to that under the committee-approved bill, by type of major
changes involved, while table I gives similar data for the committee-
approved bill as compared with the House-approved bill. 
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TABLE H.-Changes in actuarial balance of old-age, survivors, and disability 
insurancesystem, expressed in terms of estimated level-cost as percentage of taxable 
payroll, by type of change, intermediate-costestimate, present laws and committee-
approved bill, based on 3.50 percent interest 

[Percent) 

Item 
Old-age and 

survivors 
insurance 

Disability
insurance 

Total 
system 

Actuarial balance of present system--------------------------- +0. 14 -0. 13 +0. 01 

Earnings base increase from $4,800 to $6,600--------------------- -. 51 -. 04 +. 55 
Revised contribution schedule ------------------- ------------ 4-.18 +.20 +.3as 
Extensions of coverage -------------------------------------- +03 -------- +03 
7-percent benefit increase'I----------------------------------- -.69 -. 05 -. 64 
Earnings test liberalization ---------------------------------- -. 27 -. 01 -. 28 
Child's benefits to age 22ifin school -------------------------- -. 10 -. 02 -. 12 
Reduced widow's benefits at age 60 2------ ---- -- ------- ---------- ------­
Disability definition revision 23-- -. 01 -. 01 
Transitional insured status for certain persons aged 72 and over. -. 01----------------- -. 01 
Broader definition of "child" 4-----------. 0--------------------. -011--------

Total effect of changes In bill---------------------------- -. 26 +. 15 -. 11 
Actuarial balance under bill--------------------- ------------ -. 12 +. 02 -. 10 

I'Includes also the effect of the minimum increase of $4 in the primary insurance amount. The 7-percent 
increase does not apply beyond the first $40 of average monthly wage; the same benefit factor underlying 
present law for average monthly wages in excess of $110 applies for that portion of the average monthly wage
above $400. 

2 Includes also the cost of the provisions for paying benefits to certain divorced women. 
3Includes also the cost of the provision for permitting the payment of disability benefits after the indi­

vidual has first become entitled to some other benefit and the savings arising from the offset provision when 
workmen's compensation benefits are also payable. 

4 Includes also the ccet of the provision for paying child's benefits with respect to children disabled at 
ages 18 to 21. 

TABLE I.-Changesin actuarialbalanceof old-age, survivors, and disabilityinsurance 
system, expressed in terms of estimated level-cost as percentage of taxable payroll, 
by type of change, intermediate-cost estimate, House-approved bill and-committee­
approved bill, based on 3.50 percent interest 

[Percent] 

Old-age and Disability Total 
Item survivors insurance system

insurance 

Actuarial balance under House-approved bill------------------- -0.12 +0.04 -C. 08 

Earnings base increase to $6,600 effective in 1966----------------- -. 03----------------- +. 03 
Revised contribution schedule (see (b)(1))---------------------- + 16 -------- -6- ---------+.16 
Revised allocation to DI trust fund (see (b)(1))------------------ +05 - ---­
Earnings test liberalization ----------------------------------- -. 23 -. 01 -. 24 
Changein disability definition'I---------------------------- -------------- +04 +.04 
Broa~derdfinition of "child" 2---------------------- - 01 -------- -. 01 

Total effect of changes in committee-approved bill ---- 00 -. 02 -. 02 
Actuarial balance under coimmittee-approved bill---------------- -12 +. 02 -. 10 

' Includes also the savings arising from the offset provision when workmen's compensation benefits are 
also payable. 

2Includes also the cost of the provision for paying child's benefits with [respect to children disabled 
at ages 18 to 21. 

The changes made by the committee-approved bill would reason­
ably maintain the actuarial position of the old-age, survivors, and 
disability insurance system. The estimated favorable actuarial bal­
ance of 0.01 percent of taxable payroll for the present system would 
be slightly changed-to a lack of balance of 0.10 percent,, which is the 
established limit within which the system is considered substantially 
in actuarial balance. 



136 SOCIAL SECURITY AMENDMENTS OF 196,5 

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

(4) Level-costs of benefits, by typef 
The level-cost of the old-age and survivors insurance benefits 

(without considering administrative expenses and the effect of interest 
earnings on the existing trust fund) under the 1961 act, according to 
the latest intermediate-cost estimate, is about 8.51 percent of taxable 
payroll on the 75-year basis and the corresponding figure for the 
program as it would be modified by the committee-approved bill is 8.94 
percent. The corresponding figures for the disability benefits are 0.62 
percent for the 1961 act and 0.67 percent for the committee-approved
bill. 

Table J presents the benefit costs for the old-age, survivors, and 
disability insurance system as it would be after enactment of the 
committee-approved bill, separately for each of the various types of 
benefits. 

TABRLE J.-Estimated level-coat of benefit paymnents, administrative expenses, and 
interest earnings on existing trust fund under the old-age, survivors, and disability 
insurance system, after enactment of committee-approved bill, as percentage of tax­
able payroll,' by type of benefit, intermediate-cost estimate at 3.50 percent interest 

(Percent] 

Old-age and Disability
Item survivors insurance 

insurance 

Primary benefits--------------------------------------------------------
Wife's benefits -----------------------------------------------------------

6.37 
.:51 

0.54 
.04 

Widow::sbenefits --------------------------------------------------------
Parent' benefits --------------------------------------------------------
Child's benefits----------------------------------------------------------

1.11 
.01 
.67 

() 
() 

.09 
Mother's benefits---------------------------------------------------------
Lusp-suin death payments -----------------------------------------------

.16 

.11 
(2) 
(2) 

Total benefits------------------------------------------------------ 8.94 .67 
Adminsrtive expenss------------------------------------------
Rairodre'tiremn fiania iecage -----------------------------------
Interest on existing trust fund 3-------------------------------

.13 
.04 

-. 18 

.03 

.00 
-. 02 

Net total level-cost ------------------------------------------------- 893 .68 

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

2 This type of benefit is not payable under this program. 
3This item includes reimbursement for additional cost of noncontributory credit for military service 

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

The level contribution rate equivalent to the graded schedule in 
the law may be computed in the same manner as level-costs of benefits. 
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These are shown in table G, as are also figures for the net actuarial 
balances. 

(6) OASI income and outgo in nearfuture 
Under the committee-approved bill, old-age and survivors insurance 

benefit disbursements for the calendar year 1965 will be increased by 
about $1.3 billion, since the effective dates for the benefit changes are 
January 1965 for the 7-percent benefit increase and child's benefits to 
age 22 while in school, and the second month after the month of 
enactment for most of the other changes. There will, of course, be no 
additional income during 1965, since the contribution rate increases 
and the change in the earnings base are effective on January 1, 1966. 

In calendar year 1965, benefit disbursements under the old-age and 
survivors insurance system as modified by the committee-approved 
bill will total about $17.0 billion. At the same time, contribution 
income for old-age and survivors insurance in 1965 will amount to 
about $16.0 billion under the committee-approved bill, the same as 
under present law. Thus, benefit outgo under the committee-
approved bill will exceed contribution income by about $1.0 billion, 
whereas under present law, contribution income is estimated to ex­
ceed benefit outgo by about $370 million. The size of the old-age 
and survivors insurance trust fund under the committee-approved 
bill will, on the basis of this estimate, decrease by about $1.2 billion in 
1965 (interest receipts are somewhat less than the outgo for admin­
istrative expenses and for transfers to the railroad retirement account); 
under present law, it is estimated that this trust fund would increase by 
about $250 million as between the beginning and the end of 1965. 

In 1966, benefit disbursements under the old-age and survivors 
insurance system as it would be modified by the committee-approved 
bill will be about $18.8 billion, or an increase of about $2.4 billion 
over present law. Contribution income for old-age and survivors 
insurance under the committee-approved bill for 1966 will be $18.8 
billion, or about $0.4 billion more than under present law. Accord­
ingly, in 1966, contribution income and benefit outgo will be about 
the same under the committee-approved bill. There will be an excess 
of contributions over benefit outgo of about $600 million in 1967 and 
about $500 million in 1968. 

Under the system as modified by the committee-approved bill, 
according to this estimate, the old-age and survivors insurance trust 
fund will be about $270 million lower at the end of 1966 than at the 
beginning of the year. It will then increase by about $240 million 
in 1967 and $220 million in 1968, reaching $18.1 billion at the end of 
1968. In the next 2 years, as a result of the scheduled increase in 
the contribution rate in 1969, the trust fund will increase by about 
$3 to $4 billion each year. 

(6) DI income anti outgo in nearfuture 
Under the disability insurance system, as it would be affected by 

the committee-approved bill in calendar year 1965, benefit disburse­
ments will total about $1,600 million (or about $130 million more than 
under present law), and there will be an excess of benefit disburse­
mnents over contribution income of about $410 million. In 1966 and 
the years immediately following, contribution income will be well in 

49-643 0-65-pt. 1-10i 
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excess of benefit outgo (as a result of the increased allocation to this 
trust fund, and the increased taxable earnings base, as provided by 
the committee-approved bill).

The disability insurance trust fund is estimated to decrease by about 
$470 million in 1965 under the committee-approved bill, as compared 
with a corresponding decrease of about $330 million under present 
law; the greater decrease results primarily from the retroactive 7­
percent benefit increase. The trust fund at the end of 1966 will be 
about the same size as at the beginning of the year, but after 1966 it 
will increase in every year. 

(7) Increases in benefit disbursements in 1966, by cause 
The total benefit disbursements of the old-age, survivors, and disa­

bility insurance system would be increased by about $2.6 billion in 
1966 as a result of the changes that the committee-a pproved bill would 
make, Of this amount, about $1.5 billion results from the 7-percent 
benefit increase, $195 million from the benefit payments to children 
aged 18-21 who are in full-time school attendance, $165 million 
from the benefit payments to widows aged 60-61, $140 million from 
the liberalization of the insured-status provisions for certain persons 
aged 72 and over, $40 million from the liberaliztion of the definition 
of disability, $590 million from the liberalization of the earnings test 
(the corresponding figure for this change for subsequent years will be 
about 25 percent higher), $10 million for the broader definition of 
"child," and $10 million for paying benefits to children disabled at 
ages 18-21. 

(8) Long-range operations of OASI trust fund 
Table K gives the estimated operation of the old-age and survivors 

insurance trust fund under the program as it would be changed by 
the committee-approved bill for the long-range future, based on the 
intermediate-cost estimate. It will, of course, be recognized that theT 
figures for the next two or three decades are the most reliable (under
the assumption of level-earnings trends in the future) since the popu­
lations concerned-both covered workers and beneficiaries-are al­
ready born. As the estimates proceed further into the future, there 
is, of course, much more uncertainty-if for no reason other than the 
relative difficulty in predicting future birth trends-but it is desirable 
and necessary nonetheless to consider these long-range possibilities 
under a social insurance program that is intended to operate in 
perpetuity. 
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TABLE K.-Progressof old-age and survivors insurance trust fund under system as 
modified by committee-approved bill, intermediate-cost estimate at 8.60 percent 
interest 

[In millions] 

Railroad Balance 
Clnayer
Caedryations 

Contribu- Benefit 
payments 

Adminis-
trative 

expenses 

retirement 
financial 

inter-yer 

Interest 
on fund S 

in fund 
at end of 

change'2ya 

Actual data 

1951-------------------------- $3,387 $1,885 $81--------------- $417 $15,640
1952 -------------------------- 3,819 2,194 88 ------ 365 17,442 
1913 -------------------------- 3,945 3,006 88 ------ 414 18,707 
1954-------------------------- 5,183 3,670 92 -$21 447 20,576 
1955 -------------------------- 5,713 4,968 119 -7 454 21,683 
1956 -------------------------- 6,172 5,715 132 -5 526 22,519
1957 -------------------------- 6,825 7,347 4'162 -2 556 22,393 
1958 -------------------------- 7,566 8,327 4194 124 552 21,864
1959---------- --------------- 8,052 9,842 184 282 532 20,141 
1960-------------------------- 10,866 10,677 203 318 516 20,324 
1961-------------------------- 11,285 11,862 239 332 548 19,725 
1962-------------------------- 12,059 13,356 256 361 526 18,.337 
1963------------------------- 14,541 14,217 281 423 521 18,480 
1964 -------------- 15,689 14,914 296 403 569 19,121 

Estimated data (short-range estimate) 

19853------------------------- $16, 014 $16,987 $351 $436 $571 $17,936 
1966-------------------------- 18,824 18,824 377 441 MO0 17,664
1967-------------------------- 20,450 19,874 363 532 556 17,901 
1968-------------------------- 21, 266 20,771 369 483 583 18,125 
1969-------------------------- 25,164 21,666 377 499 660 21,497 
1970-------------------------- 26,676 22,568 385 487 817 25,460 
1971 ------------------------- 27,522 23,483 393 457 991 29,640 
1972-------------------------- 28,414 2,4,496 401 455 1,171 33,963 

Estimaced data (long-range estimate) 

1975------------------------ $29,144 $25,4 $39 $319 $1,9 $39,485 
NM196------------------------ 31,456 29, 17'9 4391 135 1,817'3 59,260 
1990-------------------------- 36,002 37,145 510 -21 2,832 80,723 
2000------------------------- 41,759 41,571 559 -77 3,144 96,999 
2025-------------------------- 51,816 63,179 769 -197 3,766 111,683 

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

2A negative figure indicates payment to the tiust fund from the railroad retirement account, and a posi­
live figure indicates the reverse. 

3'An interest rate of 3.50 percent is used in determining the level-costs, hut in developing the progress of 
the trust fund a varying rate in the early years has been used, which is equivalent to such fixed rate. 

4 These figures are artificially high because of the method of reimbursements between this trust fund and 
the disahility insurance trust fund (and, likewise, the figure for 1959 is too low). 

NOTE.-Contributions include reimbursement for additional cost of noncocntributory credit for military 
service. 

In every year after 1965 for the next 20 years, contribution income 
under the system as it would be modified by the committee-approved 
bill is estimated to exceed old-age and survivors insurance benefit 
disbursements. Even after the benefit outgo curve rises ahead of the 
contribution-income curve, the trust fund will nonetheless continue to 
increase because of the effect of interest earnings (which more than 
meet the administrative expense disbursements and any financial 
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interchanges with the railroad -retirement program). As a result, this 
trust fund is estimated to grow steadily under the long-range cost 
estimate (with a level-eaxnings assumption), reaching $39 billion in 
1975, $59 billion in 1980, and over $95 billion at the end of this 
century. In the very far distant future, namely, in about the year
2015, the trust fund is estimated to reach a maximum of about $150 
billion. 

(9) Long-range operations of DI trustJund 
The disability insurance trust fund, under the, program as it would 

be changed by the committee-approved bill, grows slowly but steadily
after 1966, according to the intermediate long-range cost estimate, as 
shown by table L. In 1975, it is shown as being $3.7 billion, while in 
1990, the corresponding figure is $8.1 billion. There is a small excess 
of contribution income over benefit disbursements for every year
after 1965. 

TABLE L.-Progres8of disability insurance trust fund under system as modified by 
committee-approved bill, intermediate-cost estimate at 3.50-pereerd interest'I 

[In millions] 

Railroad Balance 

Calendar year 
Contribu. 

tions 
Benefit 

payments 
Adminis-

trative 
expenses 

retirement 
financial 

inter-
change'2 

Interest 
on fund , 

in fund 
at end of 

year 

Actual data 

1957 -------------------------- $702 $57 $3S3------ $7 $049 
1958---------------------------
195~9--------------------------
1980--------------------------
1961--------------------------
1962--------------------------
1963--------------------------
1964--------------------------

968 
891 

1,010 
1,038
1,048 
1,099
1,154 

249 
457 
568 
887 

1, 105 
1,210
1,309 

' 12 
50 
36 
64 
68 
68
79 

------
-$22 

-5 
5 

it 
20
19 

25 
40 
53 
86 
68 
66
64 

1,379 
1825 
2,289 
2,437
2,868 
2,235
2,047 

Estimated data (short-ange estimate) 

1965 -------------------------
1966--------------------------
1967--------------------------
1968--------------------------
1969--------------------------
1970--------------------------
1971--------------------------
1972--------------------------

$1,187 
1,820
2,049
2,133 
2,208 
2,283
2,317
2,434 

$1,599 
1,730
1,824
1,896
1,959 
2,014
2,066
2,114 

$85 
102 
108 
112 
115 
119 
122 
125 

$24 
25 
28 
21 
24 
26 
29 
31 

$51 
47 
50 
55 
61 
67 
75 
84 

$1,577 
1,587
1,726 
1,883 
2,054 
2,245
2,4600
2,704 

Estimated data (long-range estimate) 

1975--------------------------
1980-------------2,427
1990---------------------------
2000--------------3,223 
2025-------------4,000 

$2,249 

2,779 

$2,053 
2,244
2,516 
2,962 
4,047 

$100 
103 
104 
116 
15 

-83 
-11 
-13 
-13 
-13 

$117 
156 
264 
452 
897 

$3,704 
4,873
8,139 

13,747 
26,850 

'An interest rate of 3.50 percent is used in determining the level-costs, but in developing the progress
of the trust fundsa varying rate in the early years has been used, which is equivalent to such fixed rate. 

' A negative figure indicates payment to the trust fund from the railroad retirement account, and a posi­
tive figure Indicates the reverse. 

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

s Oervc.-Cnrbtosinclude reimbursement for additional cost of noncontributory credit for military 

service 
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f)Cost estimates on range basiso 
(1) Long-range operations of trustfunds 

Table M shows the estimated operation of the old-age and survivors 
insurance trust fund under the program as it would be changed by 
the committee-approved bill for low- and high-cost estimates, while 
table N gives corresponding figures for the disability insurance trust 
fund. 

Under the low-cost estimate, the old-age and survivors insurance 
trust fund builds up quite rapidly and in the year 2000 is shown as 
being about $270 billion and is then growing ,at a rate of about $16 
billion a year. Likewise, the disability insurance trust fund grows 
steadily under the low-cost estimate, reaching about $9 billion in 
1980 and $34 billion in the year 2000, at which time its annual rate 
of growth is about $2 billion. For both trust funds, under these 
estimates, benefit disbursements do not exceed contribution income 
in any year after 1965 for the foreseeable future. 

TABLE M.-Estimated progress of old-age and survivors insurance trust fund under 
system as modified by committee-approved bill, low- and high-cost estimates 

[In millions] 

Railroad Balance 
contribu- Benefit Adminis- retirement Inteest in fundCalendar year tions payments trative financial on fundt2 at end of 

expenses inter.change I year 

Low-cost estimate 

1975------------------------- $29,9 $2,56 $6 $299 $1,603 $49,407 
1980 -------------- 32, 4423 28,'331 '39'8 106 2,738 80,513
1090 -------- 38,394 35,366 469 -51 5,264 150,470
2000 ------------------------- 45,776 38,962 515 -112 9,417 267,643 

High-cost estimate 

1975 ----------- $28,2 $25,633 $418 $339 $872 $29,985
1980 -------------- 30,4701 30,027 464 156 1,71 39,110 
1990 -------------- 33,611 38,924 550 9 443 15,018
2000 -------------- 37,742 44,180 603 -42 (3) (3) 

I A negative figure indicates payment to the trust fund from the railroad retirement accunt, and a positive
figure indicates the reverse. 

2 At interest rates of 3.75 percent for the low-cost estimate and 3.25 percent for the high-cost estimate. 
Fund exhausted in 1993. 

NOTE.-Contributions include reimbursement for additional cost of noncontributory credit for military 
service. 
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TABLE N.-Estimated progress of disability insurance trust fund under system as 
modified by committee-approved bill, low- and high-cost estimates 

[in millions] 

Railroad Balance 
Contribu- Benefit Adminis- retirement Interest in fund 

Calendar year tions payments trative financial on fund , at end of 
expenses inter- year 

change'I 

Low-cost estimate 

1975------------------------ $2,29 $1,914 $91 -$6 $197 $5,782
1980------------------------- 2,103 2,080 92 -16 301 8,699
1990-------------------------- 2,963 2,323 91 -18 628 17,881
2000 -------------------------- 3,632 2,773 100 -18 1,195 33,684 

High-cost estimate( 

1975----------------------- $,0 $212 19 0 $46 $1,540
1980------------------------ $2,32532 22,41028 $1139 -$7 ( 29 1,044
1990 -------------------------- 2,894 2,709 116 -s 8 (3)
2000 -------------------------- 2,913 3,150 133 -8 (') () 

'A negative figure indicates payment to the trust fund from the railroad retirement account, and a posi­
tive figure Indicates the reverse. 

I At interest rates of 3.75 percent for the low-cost estimate and 3.25 percent for the high-cost estimate. 
Fund exhausted in 1985. 

NOTE.-Contributions include reimhursement for additional cost of noncontributory credit for military
service. 

On the other hand, under the hih-cost estimate the old-age and 
survivors insurance trust fund buidsup to a maximum of about 
$40 billion in about 15 years, but decreases thereafter until it is ex­
hausted somewhat before the year 2000. Under this estimate, benefit 
disbursements from the old-age and survivors insurance trust fund are 
lower than contribution income during all years after 1969 and 
before 1981. 

As to the disability insurance trust fund, under the high-cost
estimate, in the early years of operation the contribution income is 
about the same as the benefit outgo. Accordingly, the disability 
insurance trust fund, as shown by this estimate,~ beabout $1.5 
billion durin the first few years after 1965 and will then slowly
decrease unt~iit is exhausted in 1985. 

The foregoing results are consistent and reasonable, since the system 
on an intermediate-cost-estimate basis is intended to be approximately
self-supporting, as indicated previously. Accordingly, a low-cost 
estimate should show that the system is more than self-supporting,
whereas a high-cost estimate should show that a deficiency would arise 
later on. In actual practice; under the philosophy in the 1950 and 
subsequent acts, as set forth in the committee reports theref or, 
the tax schedule would be adjusted in future years so that none of the 
developments of the trust funds shown in tables M and N would ever 
eventuate. Thus, if experience followed the low-cost estimate, and if 
the benefit provisions were not changed, the contribution rates would 
probably be adjusted downward-or perhaps would not be increased 
In ftr years according to schedule. On the other hand, if the 
exprine followed the -hi h-cost estimate, the contribution rates 

wudhave to be raised above those scheduled. At any rate, the 
high-cost estimate does indicate that, under the tax schedule adopted, 
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there will be ample funds to meet benefit disbursements for several 
decades, even under relatively high-cost experience. 

(2) Benefit costs in fUture years relative to taxable payroll 
Table 0 shows the estimated costs of the old-age and survivors 

insurance benefits and of the disability insurance benefits under the 
program as it would be changed by the committee-approved bill as 
a percentage of taxable payroll for various future years, through the 
year 2040, and also the level-costs of the two programs for the low-, 
high-, and intermediate-cost estimates (as was previously shown in 
tables G and J for the intermediate-cost estimate). 

TABLE 0.-Estimated cost of benefits of old-age, survivors, and disability insurance 
system as percent of taxable payroll,' under system as modified by committee-
approved bill [npret 

Low-cost High-cost Intermediate 
Calendar year estimate estimate cost esti­

mate 3 

Old-age and survivors insurance benefits 

1975------------------------------------------------------- 7.56 8.20 7.87 
1980------------------------------------------------------- 7.96 8.99 8.46 
1990 -------------------------------- I---------------------- 8.40 10.56 9.41 
2000------------------------------------------------------- 7.76 10.67 9.07 
20251------------------------------------------------------ 8.92 14.21 11.10 
2D40 ---------------------------- -------------------------- 10.12 15.27 12.15 

LeVel-cost 13-- I 7.83 10.34 8.93 

Disability insurance benefits 

1975------------------------------------------------------- 0.56 0. 70 0.64 
1980 ------------------------------------------------------- .58 .72 .65 
1990 ------------------------------------------------------- .55 .73 .63 
2000 ------------------------------------------------------- .55 .76 .64 
2025 ------------------------------------------------------- .63 .83 .71 
2040 ------------------------------------------------------- .67 .87 .75 

3 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
Level-cost -- .61 .79 .68 

ITaking into account the lower contribution rate for the self-employed, as compared with the combined 

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

3 Level contribution rate, at an interest rate of 3.25 percent for high-cost, 3.60 percent for intermediate-
cost, and 3.75 percent for low-cost, for beneflits after 1964, taking into account interest on the trust fund on 
Dec. 31, 1964, future administrative expenses, the railroad retirement financial interchange provisions, 
the reimbursement of military-wage-credits cost, and the lower contribution rates payable by the self-
employed. 

E. PUBLIC ASSISTANCE AMENDMENTS 

1. INCREASED FEDERAL PAYMENTS UNDER PUBLIC ASSISTANCE TITLES 

The committee's bill provides for an increase in the payments to 
public assistance recipients, effective January 1, 1966. The formula 
determining the Federal share of assistance payments is liberalized by 
increasing the Federal proportion of the payments in the first step 
of the formula and by raising the ceiling on Federal sharing in the 
second step of the formula. For the adult categories-OAA, APTD, 
AB, and for the combined program for the aged, blind, and disabled-
the formula is changed from twenty-nine thirty-fifths of the first $35 
of the average assistance payment to thirty-one thirty-sevenths of 
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the first $37 of the average assistance payment. The ceiling is raised 
on the average payments from $70 a month to $75 a month. The 
provisions in the formula under titles I and XVI adding $15 to the 
ceiling for vendor medical care payments in which there can be Fed­
eral participation and otherwise recognizing medical payments are not 
affected by this formula change, excp thttesteps of the statutory 
formula are rearranged to improve terquabe application. 

For the program of Aid to Famle ihDependent Children 
(A.F.D.C.) pro ram, the formula change made in the committee's 
bill would be ~rom fourteen-sevenenh ftefrt$7o h 
average payment per recipient to five-sixths of the first $18 of the 
average assistance payment. The ceiling is raised from $30 a month 
to $32 a month. Under the committee's bill, there would be an in­
crease in Federal payments averaging about $2.50 a month for the 
needy recipients in thIe adult assistance categories and an increase of 
about $1.25 a month for the needy children and the adults caring for 
them. The level of aid provided the needy justifies this modest 
increase. 

2. REMOVAL OF LIMITATIONS ON FEDERAL PARTICIPATION IN ASSISTANCE 

TO AGED INDIVIDUALS WITH TUBERCULOSIS OR MENTAL DISEASES 

Since the enactment of the Social Security Act, patients in public 
mental and tuberculosis hospitals have not been eligible under the 
public assistance titles of the Social Security Act, and only prior to 
1951 were individuals eligible who were patients in private mental 
and tuberculosis hospitals. The reason for this exclusion was that 
long-term care in such hospitals had traditionally been accepted as a 
responsibility of the States. 

There have been many encouraging developments, in the mean­
time, in the care and treatment of the mentally ill and tuberculous. 
Most significantly progress is being made in the provision of short-
term therapy in the patient's own home, in special sections of general 
hospitals, in specialized mental hospitals, and in community mental 
health centers. This latter type of facility is being particularly 
encouraged by Federal help under the Community Mental Health 
Centers Act of 1963. 

For these reasons in reporting the social security bill (H.R. 11865) 
last year, the committee added a provision, similar to the provision 
in this year's bill, which removes the distinction hitherto maintained 
in the public assistance titles of the Social Security Act-between the 
aged who are ill with a diagnosis of psychosis or tuberculosis and the 
aged with other diagnosed illnesses. 

Under the provisions of the committee bill, Federal financial 
participation would become available effective January 1, 1966, in 
assistance (money payments, if appropriate, orpyet for medical 
care) for aged persons otherwise eligible under State plans for OAA, 
MAA, or under the combined programs for the aged, blind or disabled 
(title XVI) who: (1) are patients in hospitals for mental diseases or for 
tuberculosis or (2) are patients in general hospitals without regard to 
the length of their stay, and are there because of a diagnosis of psycho­
sis or tuberculosis. Federal financial participation would also become 
available for assistance under titles X, XIV, and XVI of the Social 
Security Act for blind or disabled persons of any age who are in a 
general hospital with a diagnosis of psychosis or tuberculosis. 
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Since the provisions of the bill are designed to improve the care pro­
vided by States and to assure that Federal participation is used for 
such improvement, it is not intended that the availability of care for 
the mentally ill or tubercular under other State or local programs 
be considered a resource in determining the eligibility of patients for 
public assistance with Federal participation in the payments made. 

The House bill incorporated special standards of care for mental 
and tuberculous patients. The Department of Health, Education 
and Welfare has informed the committee that the number of aged 
tuberculous patients is so small that, with present methods of treat­
ment, special safeguards are not necessary for this group. A com­
mittee amendment would accordingly leave the safeguards fully 
applicable to the mentally ill but would eliminate the special require­
ments for treatment of aged persons with tuberculosis who are in 
specialized institutions. A description of the safeguards follows: 

For those States that wish to take advantage of Federal participa­
tion in payments to the mentally ill who are in institutions for mental 
disease, the bill requires a provision for a joint agreement or other ar­
rangement between the units of State or (where appropriate) local 
governments, and where appropriate with institutions for mental 
diseases. This agreement is not only intended to set forth the way 
of work between the agencies administering welfare and health pro­
grams, but also to set forth alternative methods of care, particularly 
for the aged who are mentally ill. Institutional treatment and care 
in the individual's own home are only two of the possible ways of 
caring for the aged who have mental problems. It is expected that 
the joint agreements will include plans for the use of other methods of 
care, such as nursing homes, short-term care in general hospitals, 
foster family care, and others. This legislation, it is anticipated, 
will give further encouragement to the trend in the States for dis­
charging from mental hospitals to the community the aged who are 
considered able to care for themselves, under some form of protective 
arrangements. The committee is aware that not always does a dis­
charge plan work out to the best advantage of the patient, and thus 
the committee's bill provides that the agreement must make provi­
sion for the prompt readmittance to the institution where needed for 
the aged person who had been placed under an alternate plan of care. 
Inasmuch as the public welfare agency will be responsible for the de­
termination of eligibility under the State plan for all applicants for 
assistance in the hospital, it is important that representatives of the 
agency have free access to the patient in the hospital. It is equally im­
portant that the hospital give to the public welfare agency the infor­
mation it needs to administer its part of the program including the 
provision of assistance and the related social services. Under the 
committee bill, the agreement must include these arrangements. 

A second safeguard, under the committee's bill, is a provision that, 
the State plan include a provision for an individual plan for each 
patient in the mental hospital to assure that the care provided to himi 
is in his best interests and that there will be initial and periodic review 
of his medical and other needs. The committee is particularly con­
cerned that the patient receive care and treatment designed to meet. his 
particular needs. Thus, under the committee bill, the State plan
would also need to assure that the mnedical care needed by the patient. 



146 SOCIAL SECURITY AMENDME~NTS OF 1965 

will be provided him and that other needs considered essential will 
be met and that there will be periodic redetermination of the need for 
the individual to be in the hospital.

The committee bill provides for the development in the State of 
alternative methods of care and requires that the maximum use be 
made of the existing resources in the community which offer ways of 
carig for the mentally ill who are not in hospitals. This is intended 
to inlude provision for persons who no longer need care in hospitals 
and who can, with financial help and social services to the extent 
needed, make their way in the community. Under the 1962 Public 
Welfare Amendments, sate public welfare agencies are encouraged to 
provide social services for the aged and additional Federal financing is 
available to assist in the cost. Under the committee bill, these social 
services would be made available, as appropriate, for the aged who are 
in the hospitals or who would otherwise need care in an institution. 

The committee believes that responsibility for the treatment of 
persons mn mental hospitals-whether or not they be assistance recipi­
ents-is that of the mental health agency of the State. Social services 

may e formemersof the patient's family, and this respon­nede 
sibiitycanbe arred y te lo'cal welfare agency with Federal finan­
cialhel.Wen te ptiet leaves the mental hospital to receive one 
of te aterntiv metodsof care, follow-up social services are usually 

essential if the discharge plan is to be successful. Such services can be 
given by the pu~liic welfare agency or (if provided in the agreement 
between the two ~agencies referred to earlier) could be given by the 
staff of the hospital. Social services to the aged who have mental 
health problems, the committee believes, are important as a means of 
preventing further deterioration and avoiding or delaying admittance 
or readnuttance to the institution. 

The committee recognizes that the administration of these pro­
visions will place new responsibilities upon the welfare agencies and 
if these responsibilities are to be carried out effectively, appropriate
planning and execution will be required. Thus the committee's bill 
provides authority for the Secretary to establish necessary methods of 
administration for the States in carrying out these provisions. 

Under the bill, the Federal Government will be participating in 
the costs of care given to the needy aged in certain institutions. In 
order to assure that the rates for the care of recipients who are patients
in such institutions are reasonable, the bill provides that the State must 
have suitable methods for the determination of the cost. The com­
mittee expects that this determination will be made without imposing 
burdensome fiscal methods on the States. 

The committee believes it is important that States move ahead 
promtlyto eveop ealh pansas contem­ompehenivemenal 
plaed n te MetalHeath entrs ctof 1963. InCnunnit 
ordr t reuird b committee'scrtanmaetattheplanin te 
bil wil bcom a artof he verll tat metalhealth planning 
unde th Comuniy MetalHealh Cnter Ac of1963, the com­
mitte'sbilte maks f a tat'saprovbilty lanfor assistance 

for aged individuals in metlhsials dependent upon a showing
of satisfactory progress towr deeoigand implementing a 
comprehensive mental health program-nluigutilization of com­
munity mental health centers, nursin homes, adother alternative 
forms of care. 
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The committee wishes to insure that the additional Federal funds 
to be made available to the States under the provisions of the bill will 
assist the overall improvement of mental health services in the State. 
State and local funds now being used for institutional care of the aged 
will be released as a result of the bill, but there is great need for in­
creased professional services in hospitals and for development of alter­
nate methods of care outside the hospitals. To accomplish this, States 
may have to reallocate their expenditures for mental health to promote 
new methods of treatment and care. The committee bill provides 
that the States will receive additional Federal funds only to the extent 
that a showing is made to the satisfaction of the Secretary that total 
expenditures of the States or its political subdivisions from their own 
funds for mental health services are increased. Such expenditures 
may be financed under State or local public health or public welfare 
programs. Expenditures will be measured against a base period and 
will include comparable items of expenditure for mental health pro­
gramns by States and local public health and welfare agencies, includ­
ing expenditures for payments to or in behalf of public assistance 
recipients with mental health problems and expenditures for services 
and other administrative items under health and welfare programs. 

3. AID TO FAMILIES WITH DEPENDENT CHILDREN IN SCHOOL 

Under existing law States, at their option, may continue payments 
to needy children up to age 21 in the aid to families with dependent 
children program, providing they are "regularly attending a high 
school in pursuance of a course of study leading to a high school 
diploma or its equivalent, or regularly attending a course of vocational 
or technical training designed to fit him for gainful employment." 
The committee added an amendment extending this provision so as 
to include needy children under 21 who are regularly "attending a 
school, college, or university." Federal sharing for this purpose would 
thus be available to States who implement such a pr~ogrami for pay­
ments to children regularly attending a college, or university, as well 
as those attending high school or a vocational school, thus bringing 
this provision more nearly in line with the provision of the bill relating 
to the continuation of a child's benefit under the OASDI system. 
The objective of the provision in both programs is to assure, as far 
as possible, that children will not be prevented from going to school 
or college because they are deprived of parental support. 

4. PROTECTIVE PAYMENTS 

The House bill reflected a concern about the problems of our aged 
citizens who have marginal capacity to handle their own affairs. 

The committee believes that similar problems may exist as to 
some needy blind under title X and some of the needy disabled under 
title XIV and has extended the protective payments feature to these 
programs. States may now, with Federal participation, use guardians 
as payees for public assistance payments, or under section 1111 of the 
Social Security Act enacted in 1958, may use a special legal represent­
ative as the payee. The committee has been advised that these 
arrangements still do not offer enough flexibility to meet all the needs 
that arise and thus, the bill contains additional provisions. 
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Under the committee's bill, States with Federal financial partici­
pation may make a protective payment to a third party, someone with 
an interest or concern for the individual recipient. This provision is 
similar to the protective payment provision included in the AFDC 
program as one part of the 1962 Public Welfare Amendments. it 
would be effective January 1, 1966, and would be applicable to recipi-' 
ents of money payments under title I or title XVI. 

The committee is aware of the serious nature of a decision not to 
give a needy person the money which he would ordinarily receive 
directly, but instead to pay it in his behalf to a third party. The 
committee's bill, therefore, has several safeguards to protect the 
individual's rights. For Federal sharing to be claimed in such pay­
ments, the State plan, under the bill, would have to show that a deter­
mination will be made that such individual has, by reason of his phys­
ical or mental condition, such inability to manage his own money
that making payments directly to him would not be in his best 
interest. Furthermore, States would be able to make payments with 
Federal sharing only when the payments meet all the need, as deter­
mined under the State plan, of the individual. This safeguard was 
included by the committee because some States do not meet need 
according to their own standards and thus it is possible that the diffi­
culty ascribed to the individual in handling his money may be due to 
the inadequate assistance he is receiving. 

The State plan would have to show, in addition, that the State is 
undertaking and continuing efforts to protect the welfare of the in­
dividual and to the extent possible, improve his capacity for self-care 
and to handle his money. To avoid the possibility of protective pay­
ment arrangements continuing beyond theperiod necessary, the bill 
provides, further, that the State agency will need to mnake periodic
reviews to determine whether conditions justify the continuation of 
the arrangement and if they do not, for direct payments to be resumed, 
or if the conditions warrant, for the judicial appointment of a guardian 
or a legal representative as authorized byV section 1111 of the Social 
Security Act. The bill also provides specifically that the State agency 
must offer to the individua affected, if he is dissatisfied, an oppor­
tunity for a fair hearing on the decision to make his- payment to a 
third party. 

5. 	 DISREGARDING CERTAIN EARNINGS IN DETERMINING NEED UNDER 
PUBLIC ASSISTANCE PROGRAMS 

(a) Old-age a8sidtanee 
The committee's bill provides for a modest increase in the amount 

of earnings States may disregard in determining need under the pro­
gram of OAA and for the aged receiving assistance under the com­
bined program for the aged, blind, and disabled (title XVI). Cur­
rently, States may disregard no more than the first $10 a month, and 
one-half of the remainder within a total of $50 per month of earned 
income. The bill would raise those amounts to $20 a month and one-
half of the remainder within a- total of $80 per month of earned in­
come, effective January 1, 1966. 

The committee is 	convinced that it is sound for the aged to con­
tinue in employment as long as they can, and that those who work 
should have some incentive and special consideration. Currently 23 
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States have implemented the earlier legislation and are disregarding 
some earned income of the aged. This amendment will permit these 
States, and others that have not yet acted, to implement the legislation 
to increase the amounts disregarded. 

(b) Aid to Jamilies with dependent children 
Under existing law, any earnings of any member of the family in the 

aid to families with dependent children program are taken into ac­
count in determining eligibility for and the amount of the assistance 
payment. This means that if a child in such a family gets a job, the 
amount of the family payment is reduced by the amount of his earn­
ings. To remove this disincentive for children to work, the commit­
tee added an amendment which would allow a State at its option, in 
determining need for needy families in this category, to disregard up 
to $50 per month of earned income of any three dependent children 
under the age of 18 in the same home. 

(c) Aid to the permanently and totally disabled 
The committee added an amendment to the bill making available, 

at the option of a State, the same exemption of earnings for per­
manently and totally disabled recipients that the bill includes for the 
aged, i.e. the first $20 per month plus one-half of the next $60. This 
should be an incentive to rehabilitation in those instances where it is 
feasible. The amendment would also permit States to exempt, for 
up to 36 months, any additional income or resources necessary to 
achieve a plan of self-support. The latter exemption would be made 
only under a State-approved plan and only during the period or 
periods that the individual was actually undergoing vocational 
rehabilitation. 

(d) OASDI benefit increase attributable to retroactive e~ffective date 
Under title III of the bill, beneficiaries of the OASDI program will 

receive a 7-percent increase in their benefits retroactively effective 
to January 1, 1965. These benefits will be payable to beneficiaries 
in a lump-sum check in addition to the regular monthly check. There 
are curi'ently thousands of such beneficiaries who are receiving sup­
plementary assistance from various of the public assistance programs 
under the provisions of the Social Security Act. Moreover, certain 
children over 18 and in school will receive benefits from January 1, 
1965. The committee believes that it would be appropriate for the 
State public assistance agencies to disregard these retroactive pay­
ments as one-time-only income, not significant in amount and not 
income which under various other longstanding provisions of the 
public assistance titles to the act must be taken into account by the 
State in determining the amount of assistance for the individual. The 

committee added clarifying language to assure that this section only 
takes care of/cases where the payments for prior months are due to the 
provision in the bill making the OASDI benefit increase and the new 
children's benefits retroactive to January 1, 1965. 
(e) Economic Opportunity Act 

Section 701 of the Economic Opportunity Act of 1964 provides that 
certain amounts of income of an individual derived from titles I and 
II of that act may not be taken into account by State public assistance 
agencies in determining the need of such individual or any other indi­



150 SOCIAL SECURITY AMENDMENTS OF 196-5 

vidual for public assistance under programs authorized by the Social 
Security Act. The purpose of this amendment was to provide an 
incentive for persons who are beneficiaries of programs under the 
Economic Opportunity Act to undertake training and employment by
permitting public assistance payments to continue for them and their 
families, if theye are otherwise eligible, and not be reduced by specified 
amounts of their income under such programs. The statute provides 
that States with a legislative impediment to putting this provision
into effect shall have until July 1, 1965, to obtain the necessary legisla­
tive change. A problem has arisen in the instance of States which do 
not have a regular meeting of their legislature until 1966 to make the 
necessary changes to State law. Under this section of the bill, such 
States would have until the first month following the month of ad­
journment,of a State's first regular legislative session adjourning after 
the date of enactment of the Economic Opportunity Act of 1964 to act. 
(J) Income exempt under anothera88istance program 

Existing law (sec. 1109) requires that when income is exempted 
in determing the need of a blind person under title X of the Social 
Security Act that the income which has been exempted for t1_e blind 
individual shall not be taken into account in determining the need of 
another individual, such as a spouse or dependent, who is applying
for assistance under one of the other public assistance titles. The 
House bill extends this principle to the new "Title XIX-Medical 
Assistance." The committee added an amendment which would 
make the principle applicable to all public assistance programs, since 
a number of earnings exemptions are now required or authorized 
under the various public assistance titles. 

6. 	 ADMINISTRATIVE AND JUDICIAL REVIEW OF CERTAIN ADMINISTRATIVE 
DETERMINATIONS 

The committee bill contains new provisions effective January 1, 
1966 for administrative and judicial review of certain administrative 
determinations under titles I, IV, X, XIV, XVI, and XIX of the 
Social Security Act. These provisions are designed to assure that the 
States will not encounter undue delays in obtaining Federal deter­
minations on acceptability of proposed State plan material under the 
public assistance programs, and that the States will be able to obtain 
judicial review of their plan proposals at an appropriate stage of the 
proceedings. These provisions are not intended to affect adversely the 
usual negotiation process between the Department of Health, Educa­
tion, and Welfare and the States which, in nearly all instances, results 
in the development of a State plan or plan amendment that can be 
approved by the Secretary.

When a State submits a new plan under one of the public assistance 
titles, the Secretary shall make a determination within 90 days as to 
whether the proposal meets the applicable requirements for approval.
This period may be extended by written agreement of the Secre­
tary and the State. If the State is dissatisfied with the Secretary's de­
termination, it may, within 60 days, petition for a reconsideration. 
The House bill provided that the Secretary shall then set a time and 
place for a hearing but no time limit was set as to when the notice of 
hearing was to be given. The committee bill would require that 
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notice of the time and place of the hearing be given within 30 days of 
the State's request for a hearing. Under the bill the hearing is to 
begin from 20 to 60 days after the date notice is furnished to the 
State, unless the Secretary and the State agree in writing upon another 
time. Within 60 days of the conclusion of the hearing, the Secre­
tary shall affirm, modify, or reverse his original determinations. If the 
State is dissatisfied with this final determination it may, within 60 
days, appeal to the U.S. court of appeals. 

Under the House bill, in the judicial proceeding, the findings of 
fact by the Secretary shall be conclusive, unless substantially contrary 
to the weight of the evidence. The committee bill substitutes wording 
so that the findings shall be conclusive "if supported by substantial 
evidence", which terminology appears in virtually all of our grant-in­
aid statutes, as well as the Administrative Procedure Act. If good 
cause is shown for taking further evidence, the court may remand the 
case to the Secretary for this purpose. The court may affirm the 
action of the Secretary or set it aside, in whole or in part. The court's 
judgment shall be subject to review by the Supreme Court of the 
United States upon certiorari or certification. 

The foregoing procedures are also applicable, at the option of the 
State, upon submittal of any amendment of an approved State plan. 

The bill does not amend sections 4, 404, 1004, 1404, 1604, or 1904 of 
the Social Security Act, which provide that the Secretary shall give 
reasonable notice and opportunity for hearing to a State prior to dis­
continuing payments under a previously approved State plan because 
of his finding that the plan has been so changed that it no longer com­
plies with certain requirements or that in the administration of the 
plan there is a failure to comply substantially with certain require­
ments. However, the bill provides that upon any such final determi­
nation by the Secretary, the State may appeal to the U.S. court of 
appeals, in the same way as described above for appeals from a final 
determination of the Secretary in connection with submittal of a new 
plan. 

The bill further provides that action pursuant to an initial deter­
mination of the Secretary, as therein described, shall not be stayed 
pending reconsideration. If the Secretary subsequently determines 
that his initial determination was incorrect, he shall pay forthwith in 
a lump sum any amounts, not otherwise already paid, which are pay­
able to the State in accordance with the corrected determination of the 
Secretary on the basis of the expenditures made by the State. 

In addition to questions concerning State plan proposals, or which 
involve discontinuance of Federal payments under part or all of a 
State plan, disagreements between a State and the Secretary may occur 
when the Secretary disallows specific State expenditures for Federal 
financial participation. Such disallowances usually take the form of 
audit exceptions. The bill provides that whenever the Secretary de­
termines that there shall be a disallowance the State shall be entitled, 
on request, to an administrative reconsideration of the decision. 

7. MAINTENANCE OF STATE EFFORT 

Under various provisions of this bill, additional Federal funds will 
be available to States to improve the public assistance program. 
The committee has recognized the need for such program improve­
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nient in medical care, in basic nmaintenance, as well as in other areas, 
and believes that the Federal funds designated for these purposes 
should be used by the States for these purposes and not as a substitute 
for State funds. For this reason, the bill incorporates a provision 
which assures that the additional Federal funds made available to 
States are used within the public assistance program. Additional 
Federal funds will, under these provisions, be granted to States only 
to the extent that existing State expenditures in the program are 
maintained. For a period beginning January 1, 1966, and ending 
June 30, 1969, a measurement of these expenditures will be made in 
the process of granting* the Federal funds to the States. The com­
mittee believes that after June 30, 1969, the new funds will be so 
integrated into the programs of the States that further testing of this 
fact will not be needed. 

Under the bill, expenditures from total and Federal funds for a 
particular quarter are compared with total and Federal expenditures 
mn a "base period," either the corresponding quarter or an average of 
the quarters in the fiscal year ending June 30, 1964, or June 30, 1965. 
If this comparison shows that the increase in Federal funds as com­
puted under the revised formula exceeds the increase in total expendi­
tures, the increase in the Federal share must be reduced to the amount 
of the increase in total expenditures between the base period and the 
quarter in question. The purpose of this provision is to assure that 
whatever additional Federal funds are made available to the States 
under the revised formulas for computing the Federal share and under 
provisions for program expansion will be used for program improve­
ments and that no part of any additional Federal funds will be used 
to replace non-Federal funds. 

8. AMENDMENT TO DEFINITION OF MEDICAL ASSISTANCE FOR THE AGED 

When the MAA program was enacted in 19610, the law prohibited 
Federal sharing in MAA payments made in behalf of an aged person 
receiving OAA in the month MAA services were received. This pro­
.Vision has proved to be a hardship in the planning of States for the 
necessary movement of ill aged persons to and from medical institu­
tions such as nursing homes and hospitals. For the month of move­
ment to or from such a medical facility, States are faced with a heavy 

expndiureof und, oly art of which, under current provisions of 
law i o edra saring. State which has made ansbjct A 
OAA erson,to cover his expenses in his own homeaymet toa nedy
is nabecai Fderal funds as MAA when the individualo an 

goes to a medical institution that month. The reverse situation arises 
when the individual leaves the medical institution in which services 
are received under MAA. 

In order to meet this need, the bill would relax the prohibition on 
Federal sharing in OAA and MAA for the same month so as to permit 
such sharing effective July 1, 1965, for MAA services furnished in 
the month an individual enters or leaves a medical facility. 

9. COSTS OF INCREASES IN THE PUBLIC ASSISTANCE MATCHING FORMULAS 

The accompanying table shows by State and by assistance programs 
the additional amounts of money that will be available to States under 
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the changes in public assistance formulas made by title IV. These 
total almost $150 million for the first full year, or $75 million for the 
6 months of the fiscal year ending June 30, 1966, that they would be 
effective. Like other increases in public assistance provided by the 
bill, the States would receive these amounts only to the extent that 
they made corresponding increases in their total expenditures. 

Pnblic assistance: Estimated annual increase in Federal funds under proposal to 
raise participationin assistance payments to specified levels 

[In thousands] 

Aid to the Aid to the Aid to fin-
States and District of Total all Old-age Aid to the perma- aged, ilies with 

Columbia programs assistance blind nently and blindand dependent
totally disabled children 

disabled (title XVI) 

Total ------------------ $148, 520 $50,9053 $2, 352 $10,194 $22, 117 $62, 904 

Alabama --------------------- 3,817 2,640 42 346----- 789 
Alaska ------------------------ 154 (2) (2) (2) 69 85 
Arizona ----------------------- 933 319 38 68 ------ 508 
Arkansas --------------------- 2,012 1,392 47 221 ------ 352 
California -------------------- 22,919 11, 495 523 2,008--------------- 8,893 
Colorado---------------------- 2,731 '1,735 ii 253 ------ 732 
Connecticut------------------- 1,543 321 13 172--------------- 1,037
Delaware---------------------- 203 32 13 18 ------ 140 
District of Columbia ------ 581 100 8 130 ------- 343 
Florida----------------------- 3,354 (2) (2) (2) 2,167 1,187
Georgia ---------------------- 3,691 2,206 76 624 ---- -- 785 
Hawaii------------------------ 344 (2) (2) (2) 97 247 
Idaho------------------------- 494 220 6 67 ------ 201 
Illinois ----------------------- 8,54 (2) (2) (2) 3,751 4,792 
Indiana----------------------- 1,260 557 76 45 ------ 582 
Iowa ------------------------- 2,172 1,286 54 50 ------- 782 
Kansas----------------------- 1,829 (2) (2) (2) 1,201 628 
Kentucky-------------------- 2,620 (2) (2) (2) 1,682 93 
Louisiana--------------------- 4,992 3,186 134 452--------------- 1,220 
Maine------------------------ 508 (2 (2) ( 2) 329 239 
Maryland -------------------- 1,791 (2) () (2) 519 1,272 
Massachusetts----------------- 4,497 2,295 96 494--------------- 1,612 
Michigan --------------------- 5,308 (2) (2) (2) 2,481 2,827 
Minnesota -------------------- 2,008 2 988 48 82 ------ 890 
Mississippi ------------------- 2,874 1,782 71 415 ------ 600 
Missouri---------------------- 4,288 2,439 164 351--------------- 1,284 
Montana---------------------- 456 249 11 58 ------ 138 
Nebraska---------------------- 968 553 29 108 ------ 278 
Nevada----------------------- 199 107 7 (4) ------- 85 
New Hampshire---------------- 315 196 12 25 ------ 82 
New Jersey ------------------- 2,510 335 40 349--------------- 1,786 
New Mexico-------------------- 950 (2) (2) (2) 331 619 
New York-------------------- 12,844 (2) (2) (2) 3,977 8,867 
North Carolina---------------- 3,099 1,047 122 523--------------- 1,497 
North Dakota------------------ 476 (2) (2) (2) 330 146 
Ohio ------------------------- 6,850 2,873 141 786--------------- 3,060 
Oklahoma -------------------- 6,115 (2) (2) (2) 4,850 1,465 
Oregon----------------------- 1,036 269 18 187 ------ 562 
Pennsylvania ----------------- 6,484 1,937 216 471--------------- 3,860 
Rhode Island------------------- 892 (2) (2) (2) 374 428 
South Carolina---------------- 1,228 629 43 2058 ------ 351 
South Dakota------------------ 404 174 3 26 ------ 201 
Tennessee -------------------- 2,373 1,099 53 301 ------- 920 
Texas ------------------------ 6,899 5,504 116 221--------------- 1,058 
Utah-------------------------- 647 122 8 114 ------ 403 
Vermont ---------------------- 224 (2) (2) (2) 159 65 
Virginia ---------------------- 1,058 322 28 161 ------ 547 
Washington------------------- 2,540 812 28 437--------------- 1,263 
West Virginia ----------------- 1,978 352 20 148--------------- 1,458 
Wisconsin -------------------- 2,375 1,203 35 252 ------ 822 
Wyoming---------------------- 154 64 2 26 ------ 62 

IFor OAA, AB, APTD, and AABD (title XVI) raise29/35 of $31 to3l/37 of $37; and for AFDC, from 14/17 
of $17 to 5/6 of $18; raise maximum average monthly payment from £70 to $75; and for AFDC,from 530 to $32. 
Assumes that States will continue to spend the same amount per recipient from State and l ocal funds as in 
May 1964, and that the increase in Federal funds will be used to raise money payments to recipients. 

2 Combined under aid to the aged, blind, and disabled. 
3Based on State's estimate of the number of recipients and average payment for September 1964, which 

shows tranisfers from OAA to MAA, not reflected in May data. 
4'No program for APTD. 
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F. MEDICAL EXPENSES 

In addition to providing for the health needs of our elderly citizens, 
the House bill made several changes in the provisions of the Internal 
Revenue Code relating to deduction of medical expenses. The prin­
cipal amendments would have denied deductions for substantial 
amiounts of expenses incurred by persons over age 65 for their medical 
care, and would have granted additional deductions to persons under 
age 65 by allowing a portion of health insurance premiums to be de­
ducted outside the regular medical expense category. The committee 
deleted both 'ofthese provisions from the House bill. 

The House bill also made certain other changes of a more technical 
nature. These changes, explained more fully below, have been re­
tained by the committee's bill. 

1. PROVISIONS OF THE HOUSE VILL APPROVED 

Under the committee's bill, as under the House bill, the definition of 
medical care is revised to specifically limit the deductible portion of 
premiums paid on multipurpose health and accident policies to the 
actual cost of providing insurance protection against medical-care 
expenses, as defined in the Internal Revenue Code. The cost of 
insurance allocable to income continuation payments when illness or 
accident causes absence from work and the cost of insurance which 
provides, indemnity in the case of the loss of limb, etc., is not to be 

deductible. 
Under the House bill it was required that that portion of the 

multipurpose premium which is for medical care (and therefore 
deductible) be stated in the policy issued by the insurance company. 
A technical amendment approved by the committee insures that this 
information alternatively may be reported to the insured in a separate 
statement. 

Both the committee's bill and the House bill qualify as a current 
medical expense certain premiums paid during the taxable year by a 
taxpayer under the age of 65 for insurance for the medical care 
expenses of the taxpayer, his spouse, and his dependents which will be 
incurred after the taxpayer attains the age of 65. However, these 
payments, to qualify as a current expense, must be made under a 
contract which provides for level premium payments over a specified 
minimum period. This provision, which applies only to insurance for 
medical care expenses, is designed to remove any impediment which 
might otherwise exist to the voluntary provision by a person under 
65 of medical care protection for his post-65 years. This is not 
intended, however, to foreclose the allowance of any presently avail­
able deduction for other prepayments. 

In addition, both bills assure that the amounts paid by individuals 
for the supplementary medical insurance provided by new title XVIII 
will be treated as a medical expense for purposes of the income tax 
deduction, and that the special maximum limitation presently available 
only with respect to disabled taxpayers (and their spouses) who are 
age 65 or over is to be extended to all disabled taxpayers regardless of 
their age. These provisions apply to medical care expenses incurred 
in taxable years beginning after December 31, 1966. 
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2. PROVISIONS OF THE HOUSE BILL DELETED 

One provision of the House bill which the committee was unwilling 
to accept would have narrowed the deduction for medical care ex­
penses of taxpayers (or dependent parents) age 65 or over to the 
amount of such expenses in excess of 3 percent of their adjusted gross 
income. Medicine and drug costs included in medical care expenses 
also would have been restricted to the amount in excess of 1 percent 
of adjusted gross income. 

The committee is not willing to increase the income taxes of aged, 
ill, and infirm taxpayers who provide for their own medical protection. 
We point out that as recently as last year in the Revenue Act of 1964 
Congress repealed the provision which limited their medicine and 
drug expense to the amount in excess of 1 percent of their adjusted 
gross income. The reports of both the House Ways and Means Com­
mittee and the Committee on Finance of the Senate explaining last 
year's amendment noted the simplification which elimination of the 
1-percent limit would achieve and expressed our common belief that 
it was "undesirable to impose any minimum limitation with respect 
to the deductibility of medical expenses in the case of the aged." 

By deleting from the House bill these features which imposed new 
limits on medical expense deductions of the aged, the committee re­
states its position of last year. 

The other provision the committee was not willing to accept would 
have allowed all taxpayers to deduct one-half of the cost of medical-
care insurance outside the regular medical expense category. This 
would have provided new tax relief for taxpayers under age 65. The 
committee was not prepared to treat a portion of medical expenses as 
if it were not a regular medical expense. In addition, the committee 
was concerned that the precedent set here might later be extended into 
other areas of tax law. 

For these reasons, and because the Treasury Department strongly 
resisted this amendment, the committee has d-eleted it from the House 
bill. 

G. MISCELLANEOUS PROVISIONS 

1. OPTOMETRISTS 

The committee has added a provision which will be effective as to 
all titles of the Social Security Act so that it will be clear that whenever 
payment is authorized for services which an optometrist is licensed to 
perform,the beneficiary shall have the freedom to obtain the services 
of either a physician skilled in diseases of the eye or an optometrist, 
whichever he may select. This should make it clear that when it 
comes to the expenditure of Federal funds, beneficiaries should be free 
to avail themselves of the services of optometrists if they so desire. 

2. 	 ADDITIONAL UNDER SECRETARY AND ASSISTANT SECRETARIES OF THE 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

To carry out the greatly expanded activities of the Department of 
Health, Education, and Welfare, which are provided in this bill, the 
committee believes that it is prudent to authorize an additional Under 
Secretary and two new Assistant Secretaries. The Under Secretary 
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shall perform such duties as the Secretary of Health, Education, and 
Welfare may prescribe and shall serve as Secretary during the absence 
or disability of the Secretary and the Under Secretary now provided
for in accordance with directives of the Secretary. The rate of com­
pensation of such additional Under Secretary and Assistant Secretaries 
shall be the same as that applicable to the Under Secretary and Assist­
ant Secretaries, respectively, whose positions are established by sec­
tion 2 of the Reorganization Plan No. 1 of 1953. 

3. NEED FOR ADDITIONAL SUPERGRADES 

To meet the substantial increase and responsibility and to put the 
Social Security Administration on a basis more nearly comparable to 
other agencies the committee recommends a substantial increase in 
the number of supergrades. The committee is concerned over the 
fact that the Social Security Administration, which requires a staff 
of 36,000 people to conduct its operations, has only 15 supergrade 
positions-a ratio of 2,400 to 1. Many agencies in the Government 
with only a fraction of this number of employees have more super-
grades. The allocation of higher level positions to the social security 
program has not kept pace with the rapid growth of the program. 
Enactment of this bill would result not only in further substantial 
increases in the number who are actually getting benefits but also 
in an enormous increase in the scope and variety of the benefits pay­
able and in the administrative complexities involved in the operations 
of the program. It is particularly important therefore that there be 
allocation of supergrades to the Social Security Administration com­
mensurate with its duties and responsibilities. 



IV. SECTION-BY-SECTION ANALYSIS OF THE BELL 

The first section contains the short title of the bill-the "Social 
Security Amendments of 1965"-and a table of contents. The 
remainder of the bill is divided into four titles, and titles I and II 
into several parts, as follows: 

Title I-Health Insurance for the Aged and Medical Assistance 
Part 1-Health Insurance Benefits for the Aged
Part 2-Grants to States for Medical Assistance Programs

Title II-Other Amendments Relating to Health Care 
Part 1-Maternal and Child Health and Crippled Children's 

Services 
Part 2-Implementation of Mental Retardation Planning
Part 3-Public Assistance Amendments Relating to Health 

Care 
Part 4-Miscellaneous Amendments Relating to Health Care 

Title III--Social Security Amendments 
Title IV-Public Assistance Amendments 

TITLE I-HEALTH INSURANCE FOR THE AGED 
AND MEDICAL ASSISTANCE 

Section 100 of the bill provides that title I of the bill may be cited
 
as the "Health Insurance for the Aged Act."
 

PART 1-HEALTH INSURANcE BENEFiTS FOR THE AGED 

SECTION 101. ENTITLEMENT TO HOSPITAL INSURANCE 
BENEFITS 

Section 101 of the bill adds at the end of title II of the Social Security
Act a new section 226, dealing with entitlement to hospital insurance 
benefits (i.e., entitlement to have payment of benefits made under 
part A of the new title XVIII of the Social Security Act (as added by
section 102 of the bill)).

Section 226(a) provides that any individual who has attained the 
age of 65, and who is entitled to monthly old-age and survivors 
insurance benefits or is a "qualified railroad retirement beneficiary",
is entitled to hospital insurance benefits under part A of the new 
title XVIII for each month (including, if applicable, any month of 
retroactive entitlement to monthly OASI benefits as provided in sec­
tion 202(j) (1) of the Social Security Act and any month of retroactive 
entitlement to benefits as provided in section 21 of the Railroad 
Retirement Act of 1937) in which he meets such conditions, beginning
with July 1966. 

Paragraph (1) of section 226(b) provides that entitlement of an 
individual to hospital insurance benefits consists of entitlement to 

157 
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have payment made on his behalf for inpatient hospital services, 
posthospital extended care services, posthospital home health 
services, and outpatient hospital diagnostic services furnished him 
in the United States (or outside the United States in the case of 
inpatient hospital services furnished under the conditions described 
in section 1814(f)). It also provides that no payment for posthospital
extended care services may be made for services furnished before 
January 1967 and that payment for posthospital extended care services 
or posthospital home health services may be made oniy if the discharge 
from a hospital required to permit payment with respect to such 
services occurs after June 30, '1966, or on or after the first day of the 
month in which the individual attains age 65, whichever is later. 

Paragraph (2) of section 226(b) provides that an individual en­
titled under section 226 is entitled to hospital insurance benefits for 
the month in which he dies. 

Section 226(c) provides that the term "qualified railroad retirement 
beneficiary" means an individual whose name has been certified to 
the Secretary by the Railroad Retirement Board under section 21 of 
the Railroad Retirement Act of 1937 (as added by sec. 105 of the 
bill), and that an individual will cease to be a qualified railroad 
retirement beneficiary at the close of the month before the month 
which is certified by the Board as the month in which he ceased to 
meet the requirements of such section 21. 

Section 226(d) contains a cross-reference to section 103 of the bill 
which provides entitlement to hospital insurance benefits for certain 
individuals not eligible for benefits under section 226. 

SECTION 102. HOSPITAL INSURANCE BENEFITS AND 
-SUPPLEMENTARY MEDICAL INSURANCE BENEFITS 

Section 102(a) of the bill amends the Social Security Act by adding
after title XVII a new title XVIII providing health insurance for the 
aged and consisting of part A (hospital insurance for the aged), 
part B (supplementary medical insurance benefits for the aged), and 
part C (miscellaneous provisions). 

TITLE XVIII-HEALTH INSURANCE FOR THE AGED 

SECTION 1801. PROHIBITION AGAINST ANY FEDERAL INTERFERENCE 

Section 1801 states that nothing in the new title XVIII is to be 
construed to authorize any Federal officer or employee to exercise 
any supervision or control over the practice of medicine, the manner 
in which medical services are provided, the personnel policies of 
providers of health care, or the operation or administration of medical 
facilities and personnel. 

SECTION 1802. FREE CHOICE BY PATIENT GUARANTEED 

Section 1802 provides that any individual entitled to benefits under 
title XVIII may obtain health services from any institution, agency, 
or person which is qualified to participate under the title and which 
undertakes to provide the services to him. 
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SECTION 1803. OPTION TO INDIVIDUALS TO OBTAIN OTHER HEALTH 

INSURANCE PROTECTION 

Section 1803 provides that nothing in title XVIII is to be construed 
to preclude any State from providing, or any individual from purchas­
ing or otherwise securing, protection against health costs. 

PART A-HOSPITAL INSURANCE BENEFITS FOR THE AGED 

SECTION 1811. DESCRIPTION OF PROGRAM 

Section 1811 describes the insurance program for which entitlement 
is established under section 226 of the Social Security Act as one 
which provides basic protection against the costs of hospital and 
related posthospital. services for individuals age 65 or over who are 
entitled to retirement benefits under title II of the Social Security 
Act or under the railroad retirement system. 

SECTIONq 1812. SCOPE OF BENEFITS 

Section 1812(a) provides that the benefits provided to an individual 
under part A of the new title XVIII consist of entitlement to have 
payment made on his behalf for-­

(1) inpatient hospital services (including such services in a 
psychiatric hospital or a tuberculosis hospital) for up to 120 days
during any spell of illness; 

(2) posthospital extended care services for up to 100 days 
during any spell of illness; 

(3) posthospital home 'health services for up to 175 visits 
(during any 1-year period described in sec. 1861(n)) after the 
beginning of one spell of illness and before the beginning of the 
next; and 

(4) outpatient hospital diagnostic services. 
Section 1812(b) provides that payment may not be made for 

inpatient hospital services (including inpatient psychiatric hospital 
services and inpatient tuberculosis hospital services) furnished to 
an individual in any spell of illness- after such services have been 
furnished'to him for 120 days during the spell; or for posthospital 
extended care services in any spell of illness after such care has been 
furnished to him for 100 days during the spell; or for inpatient psychi­
atric hospital services after such services have been furnished to him 
during his lifetime for a total of 210 days. 

Seton 1812(c) provides that if an individual is an inpatient of a 
psychiatric or a tuberculosis hospital on the first day of the first month 
for which he is entitled to benefits under part A, the days on which 
lie was an inpatient of such a hospital in the 120-day period im­
mediately before such first day will be included in determining the 120­
day limit on inpatient hospital services insofar as it applies to him. 

Section 1812(d) provides that payment may be made under part A 
for posthospital home health services furnished an individual only 
during the 1-year period or periods described in section 1861 (n) follow­
ing his most recent hospital or extended care facility discharge which 
meets the requirements of such section. Only the first 175 visits 
occurring in the period or periods and after the beginning of one spell of 
illness and before the beginning of the next spell of illness can be paid 
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for. The number of visits to be charged in connection with the pro­
vision of covered home health items or services for this purpose is to 
be determined in accordance with regulations.

Section 18 12(e) provides that inpatient hospital services, post­
hospital extended care services, and posthospital home health services 
will be taken into account for purposes of the limits on duration 
of coverage prescribed in the preceding subsections of section 1812 
only if payment under part A is made or would be made with respect 
to such services if they had been furnished within such limits and 
if the request and certification requirements described in section 
1814(a) had been met for such services. 

Section 1812(f) contains a cross reference to the definitions of the 
terms used in part A which are found in section 1861. 

SECTION 1813. DEDUCTIBLES 

Paragraph (1) section 1813(a) provides that the amount payable
for inpatient hospital services furnished during any spell of illness 
will be reduced by the inpatient hospital deductible (the amount of 
which is determined under section 1813(b)) or, if less, by the charges 

imoed for such services or the customary charges for such services, 
whlichever is greater. The amount would be further reduced by a 
deduction equal to one-fourth of the inpatient hospital deductible 
for each day before the 121st day of inpatient hospital services after 
such services have been furnished for 60 days during a spell of illness. 

Paragraph (2) of section 18 13(a) provides that the amount payable 
with respect to outpatient hospital diagnostic services (furnished 
during a diagnostic study) shall be reduced, by a deduction equal to 
the sum of one-half the amount of the inpatient hospital deductiblet 
and by 20 percent of the remainder of the amount payable. A 
"diagnostic study" is defined as outpatient hospital diagnostic 
services provided by (or. under arrangements made by) the same 
hospital during the 20-day period beginning on the first day (once he 
is entitled to benefits under section 226) on which outpatient hospital 
diagnostic services are furnished to him. 

Paragraph (3) of section 1813(a) provides that the amount payable 
to any provider of services under part A shall be reduced by an amount 
equal to the cost of the first 3 pints of whole blood furnished to an 
individual during a spell of illness. 

Paragraph (4) of section 18 13(a) provides that the amount payable 
for posthospital extended care services furnished during any spell of 
illness will be reduced by a deduction equal to one-eighth of the 
inpatient hospital deductible for each day such services are furnished 
after the 20th day but before the 101st day. 

Paragraph (1) of section 1813(b) provides that the inpatient hospital 
deductible is $40 for any spell of illness (and is therefore $20 for any
diagnostic study) beginning before 1969. 

Paragraph (2) of section 1813(b) provides that the Secretary shall, 
between July 1 and October 1 of 1968, and of each year thereafter, 
determine and promulgate the inpatient hospital deductible which is 
to be applicable in the case of any spell of illness or diagnostic study 
beginning during the succeeding calendar year. The inpatient hos­
pital deductible will be equal to $40 multiplied by the ratio of (A)
the current average per diem rate for inpatient hospital services for 
the calendar year preceding the year in which the promulgation is 
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made, to (B) the current average per diem rate for 1966. Any 
amount determined by the multiplication under this paragraph 
which is not a multiple of $4 will be rounded to the nearest multiple 
of $4 (or, if it is midway between two multiples of $4, to the next 
higher multiple of $4). 

If, for example, the cost experience reviewed for purposes of the 
promulgation to be made in 1970 shows that the average per diem 
rate for inpatient hospital services during 1969 was $44.55 as compared 
to $39.80 in 1966, the amount of the deductible applicable in 1971 

would be $44 ($40 multiplied by an39 rounded thed then to 

nearest multiple of $4). 
The current average per diem rate for any year will be determined 

by the Secretary on the basis of the best information available to him 
as to the amounts paid under part A for inpatient hospital services 
plus the amounts which would have been paid but for the inpatient 
hospital deductibles required under section 1813 (a) (1). 

SECTION 1814. CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR 
SERVICES 

Requirement of requests and certifications 
Section 1814(a) provides that, except in the case of emergency 

hospital services (described in section 1814(d)), payment for covered 
services may be made only to providers of services which have an 
agreement with the Secretary entered into in accordance with section 
1866 and only if the requirements of section 1814(a) with respect to 
requests and certifications are satisfied. 

Paragraph (1) of section 1814(a) requires that a written request 
(signed by the individual who receives the services or by another 
person when it is impracticable for him to do so) be filed for such 
payment under regulations to be issued by the Secretary. 

Paragraph (2) of section'1814(a) requires that a physician certify 
(and recertify, in such cases and as often and with such supporting 
material as may be provided in regulations, but in any event before 
the 21st day in the case of inpatient hospital services received during 
a continuous period) that­

(A) in the case of inpatient hospital services (other than 
inpatient psychiatric hospital services and inpatient tuberculosis 
hospital services), the services were required to be given on an 
inpatient basis for medical treatment, or inpatient diagnostic
study was medically required; 

(B) in the case of inpatient psychiatric hospital services, the 
services were required to be given on an inpatient basis, by or 
under the supervision of a physician, for the psychiatric treat­
ment of an individual, andl such treatment could reasonably 
be expected to improve the condition or inpatient diagnostic
study was medically required; 

(C) in the case of inpatient tuberculosis hospital services, the 
services were required to be given on an inpatient basis by or 
under the supervision of a physician for the treatment of tuber­
culosis, and the treatment can be reasonably expected to improve 
the condition or render it noncommunicable; 
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(D?) in the case of posthospital extended care services, the 
services were required to be given on an inpatient basis because 
the individual needed skilled nursing care on a continuing basis 
for a condition for which he was hospitalized prior to transfer to 
the extended care facility, or which arose while receiving such 
care for such a condition; 

(E) in the case of posthospital 'home health services, the serv­
ices were required because the individual was confined to his 
home (except when receiving services referred to in section 
1861(m) (7)) and needed intermittent skilled nursing care, or 
physical or speech therapy, for any of the conditions with respect 
to which he was receiving inpatient hospital services (or services 
which would qualify as inpatient services if the institution met 
certain specified requirements) or posthospital extended care 
services, and the services were furnished while the individual 
was under the care of a physician and under a plan established 
and reviewed periodically by a physician; or­

(F) in the case of outpatient hospital diagnostic services, the 
services were required for diagnostic study.

Under the last sentence of section 1814(a), to the extent provided by 
regulations, the certification and recertification rquirements of para­
graph (2) would be deemed satisfied where a physician makes the 
certification or recertification at a date later than the day it was 
required under paragraph (2), if it is accompanied by such medical 
or other evidence as may be required by regulations.

Paragraph (3) of section 1814(a) provides that, in the case of 
inpatient psychiatric hoQ1T%;.al Q-t~ces, payment may be made only
it thle services are those which thie recordrsof the hospital indicate 
were furnished during periods when the individual was -receiving
intensive treatment services, services necessary for diagnostic study, 
or similar services. 

Paragraph (4) of section 1814(a) provides that, in the case of in­
patient tuberculosis hospital services, payment may be made only if 
the services are those which the records of the hospital ~indicate were 
furnished during periods when the individual was receiving treatment 
which could reasonably be expected to improve his condition or render 
it noncommunicable. 

Paragraph (5) of section 1814(a) provides that payment may not 
be made for inpatient hospital services furnished an individual after 
the 20th day of a continuous stay or for posthospital extended care 
services furnished continuously after a period of time prescribed in 
regulations if the Secretary, before such individual's admission to the 
hospital or extended care facility, has rendered an adverse decision 
under section 1866(d) after a finding that the hospital or extended 
care facility is not making the necessary utilization reviews of long-
stay cases. 

Paragraph (6) of section 1814 (a) provides that payment may not be 
made for inpatient hospital services or posthospital extended care 
services furnished an individual during a continuous period after a 
finding (as described in sec. 1861 (k) (4)) by the physican members 
of the appropriate utilization review committee that further inpatient 
hospital services or posthospital extended care services are medically 
unnecessary. If such a finding has been made, payment may be 
made for services furnished through the third day after the day the 
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notice of such finding is received by the hospital or extended care 
facility. 
Reaso'nable cost Of Services 

Section 1814(b) provides that the amount to be paid any provider
for services under part A is the reasonable cost of such services (subject 
to the deductibles under sec. 1813), as determined under section 
1861(v) (discussed below). 
No payments to Federalproviders of services 

Section 18 14(c) provides that no payment is to be made to a Federal 
provider of services, except for emergency services, unless the Secre­
tary determines that the provider is furnishing services to the public
generally as a community institution or agency. Payment may not 
be made to any provider for any item or service which it is required to 
render at public expense under a law of or contract with the United 
States. 
Paymentsfor emergency hospital services 

Section 18 14(d) provides that payment may be made for emergency
hospital services, in the absence of an agreement of the kind otherwise 
required between the Secretary and the hospital, to the extent that 
the Secretary would be required to make payment if the hospital had 
such an agreement in effect and otherwise meets the conditions of 
payment. (See sec. 1861 (e) for the definition of a hospital eligible
under this provision.) The hospital would have to agree, as a condi­
tion of payment under this provision, not to charge the patient for 
the emergency services. 
Payment for inpatient'hospital services prior to notification of non-

eligibility 
Section 18 14(e) provides that if a hospital has acted reasonably

and in good faith in assuming that an individual was entitled to have 
payment made for impatient hospital services under part A, the 
hospital can receive payment for such services furnished to the 
individual, even though he is not entitled to have such payment made, 
prior to notification from the Secretary that the individual is not so 
entitled. However, this provision would apply only if such payment
is precluded solely because the individual has used up his 120 day of 
entitlement to inpatient hospital services in the spell of illness; and 
no payment may be made unless the hospital refunds any payment
already obtained from the individual or on his behalf with respect to 
the services involved. In any event, payment may not be made 
under this provision for services furnished an individual after the sixth 
elapsed day after the day of his admission to the hospital (not counting
Saturday, Sunday, or a legal holiday as an elapsed day). Payment 
to the hospital under section 1814(e) would constitute an overpayment 
to the individual (and could be recovered) under section 1870. 
Payment for certain emergency hospital services furnished outside the 

United States 
Section 1814(f) provides that the authority contained in section 

1814(d), relating to payments for emergency hospital services, will 
be applicable to emergency hospital services furnished by a hospital
located outside the United States if the individual was present in 
the United States at the time the emergency which necessitated 
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inpatient hospital services occurred and the hospital outside the 
United States was closer to, or substantially more accessible from, the 
place where the emergency arose than the nearest hospital within the
individual's illness or injury and available for the treatment of the 
illness or injury. 

SECTION 1815. PAYMENT TO PROVIDERS OF SERVICES 

Section 1815 provides that the Secretary will determine the amounts 
to be paid to providers of services under part A (such amounts to be 
paid not less often than monthly) from the Federal Hospital Insurance 
Trust Fund. The provider must furnish such information as the 
Secretary may request in order to determine the amounts to be paid
to the provider. 

SECTION 1816. USE OF PUBLIC AGENCIES OR PRIVATE ORGANIZATIONS TO 
FACILITATE PAYMENT TO PROVIDERS OF SERVICES 

Section 1816 (a) provides that if any group or association of providers
of services wishes to have payments under part A made through a 
national, State, or other public or private agency or organization and 
nominates an agency or organization for this purpose, the Secretary 
may enter into an agreement with the agency or organization providing
for the determination (subject to such review by the Secretary as may
be provl(!ed for in the agreement) of the amounts to be paid under 
part A to such providers, and for the payment to such providers of 
the amounts so determined. The agreement could also include 

poiin for the agency or organization to do all or any part of the 
follosiinog: (1) provide consultative services to institutions or agencies 
to enable them to establish and maintain fiscal records and otherwise 
to qualify as participants in-the program; and (2) serve as a center 
for cormrmvnications between the providers covered under the agree­
ment and the Secretary, make such audits of the records of such 
providers as may~be necessary to assure proper payment, and perform
such other functions as are necessary to carry out section 1816(a).

Section 1816(b) provides that the Secretar is not to enter into an 
agreement with an agency or organization under section 1816(a) unless 
(1) he finds that (A) to do so is consistent with effective and efficient 
administration, (B) the agency or organization is willing and able to 
assist the providers in the application of safeguards against unneces­
sary utilization of services (and the agreement provides for such assist­
ance), and (2) the agency or organization agrees to furnish to the 
Secretary such information acquired by it in carrying out its agree­
ment as the Secretary may find necessary to perform his functions 
under part A. 

Section 1816(c) provides that an agreement with an agency or 
organization under section 18 16(a) may contain such terms and con­
ditions as the Secretary finds necessary or appropriate and may pro­
vide for advances of funds to the agency or organization for making
payments .to providers of services. Such an agreement will also pro­
vide for payment to the agency or organization of the necessary and 
proper costs of carrying out its functions performed or to be performed
under the terms of the agreement.

Section 1816(d) provides that if the nomination of an agency or 
organization is made by a group or association of providers of services, 
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it will not be binding on members of such group or association which 
notify the Secretary of their election to that effect. Any provider 
may, upon notice, withdraw its nomination to receive payments
through such agency or organization. Any provider which has with­
drawn its nomination (and any provider which has not made a nomina­
tion) may elect to receive payments either directly from the Secretary 
or from any agency or organization which has entered into an agree­
ment with the Sceayunder section 1816(a) if the Secretary and 
such agency or oraizto agree to it. 

Section 1816(e) podes that an agreement with the Secretary
under section 1816 (a) may be terminated by the agency or organization 
at such time and upon such notice as may be provided in regulations.
An agreement may also be terminated by the Secretary at such time 
and upon such notice as may be provided in regulations; but only if he 
finds (after reasonable notice and opportunity for hearing) that the 
agency or organization has failed substantially to carry out the 
agreement or that the continuation of the agreement is disadvanta­
geous or is inconsistent with the efficient administration of part A. 

Section 1816(f) provides that an agreement with any agency or 
organization under section 1816(a) may require any of its officers or 
employees who are participating in carrying out the agreement to give 
surety bond to the United States in such amount as the Secretary may 
deem appropriate.

Paragraph (1) of *section 1816(g) provides that no individual 
designated pursuant to such an agreement as a certifying officer Wil,
in the absence of gross negligence or intent to defraud the United 
States, be liable for any -payments -incorrectly certified by him. 

Paragraph (2) of section -181.6(g) provides a similar immunity for 
disbursing officers -who make an incorrect payment based upon a 
voucher signed by a certifying officer designated as provided in 
paragraph (1). 

Paragraph (3) of section 1816(g) provides that no agency or organi­
zation will be liable to the United States for-any payments referred to 
in paragraph (1) or (2). 

SECTION 1817. FEDERAL HOSPITAL INSURANCE TRUST FUND 

Section 1817(a) creates the Federal Hospital Insurance Trust Fund,
which will consist of amounts deposited in or appropriated to it as 
provided in part A. For the fiscal year ending June 30, 1966, and for 
each fiscal year thereafter, there are appropriated to the trust fund 
amounts equal to (1) the taxes imposed by sections 3101(b) and 
3111(b) of the Internal Revenue Code of 1954 on wages reported to 
the Secretary of the Treasury after December 31, 1965, and (2) the 
taxes imposed by section 1401(b) of the Internal Revenue Code of 
1954 on self-employment income reported to the Secretary of the 
Treasury on tax returns. These wages and self-employment income 
are to be certified by the Secretary of Health, Education, and Welfare 
on the basis of records established and maintained by him in accord­
ance with such reports and returns. The amounts to be appropriated,
which will be determined by the Secretary of the Treasury on the basis 
of estimates of the taxes, are to be transferred from time to time from 
the general fund of the Treasury to the trust fund, with adjustments
being made for prior estimates which were greater or lesser than the 
taxes. 
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Section 1817(b) creates the Board of Trustees of the trust fund,
to be cornp osed of the Secretapy of the Treasiary, the Secretary of
Labor, and the Secretary of Health, Education, and Welfare. The
Board of Trustees will meet at least once each calendar year. The 
Secretary of the Treasury will be the Managing Trustee of the Board 
of Trustees, and the Commissioner of Social Security will serve as the
Secretary of the Board. The Board of Trustees will (1) hold the trust 
fund; (2) report to the Congress by March 1 of each year on the opera­
tion and status of the trust fund for the preceding fiscal year and on its
expected operation and status for the current fiscal year and the 
next 2 fiscal years; (3) report immediately to the Congress whenever 
the Board believes that the amount of the trust fund is unduly small;
and (4) review the general policies followed in managing the trust 
fund and recommend changes in those policies, including necessary
changes in the provisions of the law which govern the way in which
the trust fund is to be managed. The report on the status and opera­
tion of the trust fund is to include a statement of the assets of and
disbursements from the fund during the preceding year, an estimate 
of income and disbursements for the current fiscal year and each 
of the next 2 fiscal years, and a statement of the actuarial status of
the trust fund, and is to be printed as a House document of the 
session of the Congress to which the report is made. 

Section 1817(c) provides that it is the duty of the Managing
Trustee to invest the portion of the trust fund which, in his judgment,
is not required to meet current withdrawals. These inves ments 
may be made only in interest-bearing obligations of the United States 
or in obligations guaranteed as to both principal and interest I y the
United States. They may be acquired on original issue at the issue 
price, or by purchase of outstanding obligations at the market price.
The Second Liberty Bond Act is extended to authorize the issuance 
at par, for purchase by the trust fund, of public-debt obligations
having maturities fixed with due regard for the needs of the trust
fund and bearing interest at a rate equal to the average market 
yotield on all marketable interest-bearing obligations of the United
Sates which are a part of the public debt at the end of the calendar

month preceding the date of issue and which are not due or callable 
until after 4 years from such month. If the average market yield
is not a multiple of one-eighth of 1 percent, the rate of interest will
be the multiple of one-eighth of 1 percent nearest such market yield.
Other interest-bearing obligations of the United States or obligations
guaranteed by the United States may be purchased by the Managing
Trustee only when he determines it is in the public interest. 

Section 1817(d) provides that any obligations acquired by the 
trust fund may be sold by the Managing Trustee at the market 
price, except public-debt obligations issued exclusively to the trust
fund, which may be redeemed at par plus accrued interest. 

Section 1817(e) provides that the interest on and proceeds from the
sale of any obligations held in the trust fund will be credited to and 
form a part of t~he fund. 

Paragraph (1) of section 1817(f) directs the Managing Trustee to 
pay from time to time from the trust fund into the Treasury the 
amount estimated by him as taxes imposed under section 3101(b) of
the Internal Revenue Code of 1954 which are subject to refund under 
section 6413(c) of the Code with respect to wages paid after December 
31, 1965. Such taxes are to be determined on the basis of the records 

r 
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of wages established and maintained by the Secretary of Health, 
Education, and Welfare in accordance with the wages reported to the 
Secretary of the Treasury or his delegate pursuant to subtitle F of the 
Code, and the Secretary of Health, Education, and Welfare will furnish 
the Managing Trustee such information as may be required for this 
purpose. The payments are to be covered into the Treasury as 
repayments to the account for refunding internal revenue collections. 

Paragraph (2) of section 1817(f) provides that repayments under 
paragraph (1) will not be available for expenditures but will be carried 
to the surplus fund of the Treasury.

Section 1817(g) provides for the transfer at least once each fiscal 
year to the trust fund, from the Federal Old-Age and Survivors In­
surance Trust Fund and the Federal Disability Insurance Trust Fund, 
of amounts equal to the amounts certified by the Secretary as over­
payments under section 1870(b). It also provides for the transfer at 

least once each fiscal year to the trust fund from the railroad retire­
ment account of amounts equal to the amounts certified by the 
Secretary as overpayments to the Railroad Retirement Board under 
section 1870(b). These amounts represent the overpayments which 
are to be collected by reducing the cash monthly benefits payable to 
(or on the earnings record of) the individual involved under title II of 
the Social Security Act or under the Railroad Retirement Act of 1937. 

Section 18 17(h) provides that the Managing Trustee will also pay 
from time to. time from the trust fund such amounts as the Secretary
of Health, Education, and Welfare certifies are necessary to pay the 
benefits provided by part A and the administrative expenses in 
accordance with section 201 (g) (1) of the act. 

PART B-SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE 
AGED 

SECTION 1831. ESTABLISHMENT OF'SUPPLEMENTARY MEDICAL INSURANCE 
PROGRAM FOR'THE AGED 

Section 1831 establishes a voluntary-medical insurance program for 
individuals aged 65 or over to be financed from premium payments by
enrollees together with contributions from funds appropriated by the 
Federal Government. 

SECTION 1832. SCOPE OF BENEFITS 

Section 1832(a) provides that the benefits made available to an 
individual under the insurance program established by part B consist 
of­

(1) entitlement to have payment made to him or on his behalf 
for medical and other health services not furnished by (or under 
arrangements with) a provider of services (such as a hospital or 
home health agency); and 

(2) entitlement to have payment made on his behalf for (A)
home health services for up to 100 visits during a calendar year 
(without regard to whether or not the individual has been in a 
hospital); and (B) medical and other health services (other than 
physicians' services unless furnished by a resident or intern of a 
hospital or unless such services are in the field of pathology,
radiology, physiatry, or anesthesiology) furnished by a provider
of services (or by others under arrangements with them). 
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Section 1832(b) contains a cross reference to the definitions of 
"spell of illness", "medical and other health services", and other 
terms used in part B which are found in section 1861. 

SECTION 1833. PAYMENT OF BENEFITS 

Section 1833 (a) provides for the amount of paynent that will be 
made from the Federal Supplementary Medical Insurance Trust 
Fund in the case of each individual covered under the insurance 
program established by part B who incurs expenses for services. 

Paragraph (1) of section 1833(a) provides that payment will be 
made for 80 'percent of the reasonable charges for medical and other 
health services described in section 1832 (a) (1); except that an organi­
zation which provides medical and other health services (or arranges
for their availability) on a prepayment basis may elect to be paid 80 
percent of the reasonable cost of services for which payment may be 
made under part B on behalf of individuals enrolled in such organiza­
tion if it undertakes to charge such individuals no more than 20 
percent of such reasonable cost plus any deductible amounts payable
by them as a result of section 1833(b). 

Paragraph (2) of section 1833(a) provides that payment will be 
made for 80 percent of tbe reasonable cost (as determined under sec. 
1861 (v)) of home health services and medical and other health services 
described in section 1832(a)(2).

Section 1833(b) provides that, before any payment is made by the 
program for covered expenses incurred by.an individual during any 
calendar year, the individual must meet a deductible of $50. How­
ever, the deductible for any year will be reduced by the amount of 
any expenses which the individual incurred in the last 3 months of the 
preceding calendar year and which were applied toward the $50 
deductible in such preceding year; the amount of any deductible 
imposed under section 1813(a)(2)(A) with respect to outpatient hos­
pital diagnostic services furnished in any year will be regarded as an 
incurred expense under part B for such year. For example, in 1967-68 
if the total amount of the outpatient hospital diagnostic services is 
$30, under part A the individual pays the first $20 and then 20 percent 
of the remaining $10, or a total of $22; the $20 is then considered as 
an incurred expense for part B. 

Section 1833(c) provides that (notwithstanding any other provision 
of part B) expenses incurred in any calendar year 'for the treatment 
of mental, psychoneurotic, and personality disorders of an individual 
who is not an inpatient of a hospital at the time will be considered 
as incurred expenses for purposes of section 1833 (a) and (b) only to 
the extent of $312.50 or 62Y2 percent of the expenses, whichever is 
smaller. When the 80-percent coinsurance under section 1833 (a) is 
applied to these limits, the actual dollar amount which can be paid 
under part B for such outpatient psychiatric expenses is $250 or 50 
percent of the charges, whichever is less (subject to the deductible 
under sec. 1833(b) unless other expenses have been used to satisfy 
it). 

Section 1833(d) provides that paymnent may not be made under 
part B for services furnished an individual if such individual is entitled 
(or would be entitled except that the expenses involved were used in 
satisfying a deductible or a reduction under sec. 1813) to have payment
made for those services under part A. 
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Section 1833(e) provides that no payment will be made under 
part B unless the information necessary to determine the amounts 

due has been furnished. 

SECTION 1834. DURATION OF SERVICES 

Section 1834(a) provides that payment may not be made under 
part B for home health services furnished an individual during any 
calendar year after Stich services have been furnished to him for 100 
visits during the year. The charging of visits in connection with the 
provision of covered home health items and services for this purpose 
is to be determined in accordance with regulations. 

Section 1834(b) provides that home health services will be taken 
into account for purposes of the limits on duration of coverage pre­
scribed in section 1834(a) only if payment under part B is made or 
would be made if the services had been furnished within such limits 
and the request and certification requirements described in section 
1835(a) had been met for such services. 

SECTION 1835. PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS 

OF SERVICES 

Section 1835(a) provides that payment for the services described in 
section 1832(a) (2) (home health services and medical and other 
health services) may be made only to providers of services which 
have an agreement with the Secretary under section 1866 and only 
if the requirements of section 1835(a) with respect to requests and 
certifications are satisfied. 

Paragraph (1) of section 1835(a) requires that a written request 
(signed by the individual who received the services or by another 
person when it is impracticable for him to do so) be filed for such 
payment under regulations issued by the Secretary. 

Paragraph (2) of section 1835(a) requires that a physician certify 
(and recertify, in such cases and as often and with such supporting 
material as may be provided in regulations) that­

(A) in the case of home health services, the services were re­
quired because the individual was confined to his home (except 
when receiving services referred to in sec. 1861(m)(7)) and 
needed intermittent skilled nursing care, or physical or speech 
therapy, and the services were furnished while the individual is 
or was under the care of a physician and under a plan established 
and reviewed periodically by a physician; and 

(B) in the case of medical and other health services, the serv­
ices were medically required. 

Under the last sentence of7 section 1835(a), to the extent provided 
by regulations, the certification and recertification requirements of 
paragraph (2) will be deemied satisfied where a physician makes the 
certification or recertification at a date later than the day it was 
required under paragraph (2), if it is accompanied by such medical 
or other evidence as may be required by regulations. 

Section 1835(b) provides that no payment is to be made under 
part B to a Federal provider of services unless the Secretary determines 
that the provider is furnishing, services tQ the public generally as a 
commnunity institution or agency (St. Elizabeths Hospital in Wash­
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ington, D.C., for example). Payment may not be made to any
provider for any item or service which it is required to render at 
public expense under a law of or contract with the United States. 

SECTION 1836. ELIGIBLE INDIVIDUALS 

Section 1836 provides that every individual who has attained the 
ae of 65 and is a resident of the United States, and is a citizen or is an 
Men lawfully admitted for permanent residence who has resided in 

the United States continuously during the 10 years inmediately
preceding the month he applies for enrollment ,is eligible to enroll in 
the insurance program established by part B. (However, section 
104(b) (2) of the bill provides that a person convicted of certain 
offenses related to the national security may not enroll under part B.) 

SECTION 1887. ENROLLMENT PERIODS 

Section 1837 (a) provides that an individual may enroll in the insur­
ance program establihed by part B only in such manner and form as 
may be prescribed in regulations, and only during an enrollment 
perioId described in section 1837. 

Paragraph (1) of section 1837(b) provides that no individual may
enroll for the first time under part B more than 3 years after the close 
of the first enrollment period during which he could have enrolled. 

Paragraph (2) of section 1837(b) provides that an individual whose 
enrollment under part B has terminated may not enroll for a second 
time unless he does so in a general enrollment period (as provided in 
sec. 1837(e)) which begins within 3 years after the effe.ctive date of 
such termination. No individual may enroll under part'B more than 
twice. 

Section 1837(c) provides that the initial general enrollment period
is to begin on April 1, 1966, and is to end on September 30, 1966. 
This initial general enrollment period is open to individuals who meet 
the eligibility requirements of section 1836 before July 1, 1966. 

Section 1837 (d) provides that the initial enrollment period for an 
individual who first meets the eligibility requirements of section 1836 
on or after July 1, 1966, is to begin on the first day of the third 
month before the month in which he first meets the eligibility require­
ments and is to end 7 months later. For example, if a resident citizen' 
becomes 65 in April 1967, his enrollment period begins with January
1,1967, and ends with July 31, 1967. 

Section 1837 (e) provides that there is to be a general enrollment 
period from October 1 to December 31 of each even-numbered year
beginning with 1968. 

SECTION 1838. COVERAGE PERIOD 

Section 1838 (a) provides that an individual's coverage period (the
period during which he is entitled to benefits under the insurance 
program established by pt. B. and the period for which premiums 
are due) will begin on whichever of the following is the latest: 

(1) January 1, 1967; or 
(2) (A) in the case of an individual who enrolls pursuant to section 

1837(d) before the month in which he first satisfies the eligibility
requirements of section 1836, the first day of such month; or 
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(B) in the case of an individual who enrolls pursuant to section 
1837(d) in the month in which he first satisfies the eligibility require­
ments of section 1836, the first day of the month following the month 
in which he so enrolls; or 

(C) in the case of an individual who enrolls pursuant to section 
1837(d) in the month following the month in which he first satisfies 
the eligibility requirements of section 1836, the first day of the second 
month following the month in which he so enrolls; or 

(D) in the case of an individual who enrolls pursuant to section 
1837(d) more than 1 month following the month in which he first satis­
fies the eligibility requirements of section 1836, the first day of the third 
month following the month in which he so enrolls; or 

(E) in the case of -an individual who enrolls pursuant to section 
1837(e), the July 1 following the month in which he so enrolls. 

Section 1838(b) provides that an individual's coverage period will 
continue until his enrollment has been terminated (1) by the filing of 
notice, during a general enrollment period, that~he no longer wishes to 
participate in the program, or (2) for nonpayment of premiums. The 
termination of a coverage period by the filing of such a notice will take 
effect at the close of December 31 of the year in which the notice is 
filed; a termination for nonpayment of premiums will take effect on a 
date determined under regulations, which may provide a grace period
of up to 90 days during which overdue premiums may be paid and the 
coverage period continued. 

Section 1838(c) provides that payment may be made under part B 
only for expenses incurred by an individual during his coverage period. 

SECTION 1839. AMOUNTS OF PREMIUMS 

Section 1839(a) provides that the monthly premium for each indi­
vidual enrolled under part B for each month before 1969 is to be $3. 

Paragraph (1) of section 1839(b) provides that for each month after 
1968 the amount of the monthly premium of each individual enrolled 
under part B will be determine d under paragraph (2). 

Paragraph (2) of section 1839(b) provides that the Secretary, be­
tween July 1 and October 1 of 1968 and of each even-numbered year 
thereafter, will determine and promulgate the dollar amount which is 
to be applicable for premiums for months occurring in the 2 succeed­
ing calendar years. Such dollar amount will be the amount the Secre­
tary estimates to be necessary so that the aggregate premiums for 
such 2 succeeding calendar years will equal one-half of the benefits 
and administrative costs which he estimates will be pyble from the 
Federal Supplementary Medical Insurance Trust Fudfor the 2 
succeeding years. In estimating aggregate benefits payable for any 
period, the Secretary will include an appropriate amount for a con­
tingency margin.

Section 1839(c) provides that in the case of an individual whose 
coverage period begins pursuant to an enrollment after his initial. en­
rollment period (as determined by see. 1837. (c) or (d)), the monthly 
premium determined under section 1839(b) will he increased by 10 
percent of the monthly premium so determined for each full 12 months 
mn which he could have been but was not enrolled. For these pur­
poses there will be taken into account (1) the months which elapsed 
between the close of his initial enrollment period and the close of the 
enrollment period in which he enrolled, plus (in the case of an indi­
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vidual. who enrolls for a second time) (2) the months which elapsed 
between the date of the termination of his first coverage period and the 
close of the enrollment period in which he enrolled fo h second time. 

Section 1839(d) provides that if any monthly premium determined 
under the preceding provisions of section 1839 is not a multiple of 10 
cents, it is to be rounded to the nearest multiple of 10 cents. 

SECTION 1840. PAYMENT OF PREMIUMS 

Paragraph (1) of section 1840 (a) provides that the monthly pre­
mium of an individual who is entitled to monthly social security bene­
fits under section 202 is to be collected (except as provided in subsec. 
(d)) by deducting the premium from the antount of such benefits. 
The deductions called for under this paragraph will be made in accord­
ance with regulations of the Secretary. 

Paragraph (2) of section 1840(a) provides that the Secretary of the 
Treasury is to transfer periodically from the Federal Old-Age and 
Survivors Insurance Tru~st Fund, and from the Federal Disability 
Insurance Trust Fund (for example, for premiums deducted in the 
case of a woman aged 65 or over entitled to benefits as the wife of a 
disability beneficiary under age 65), to the Federal Supplementary
Medical Insurance Trust Fund, the total amount deducted under 
paragraph (1). Such transfers are to be made on the basis of certifica­
tions by the Secretary of Health, Education, and Welfare and will be 
ad'usted to the3 extent that prior transfers were too great or too small. 

Praragraph E(1) of section 1840(b) provides that the monthly pre­
mium of an individual who is entitled to receive an annuity or pension 
for a month under the Railroad Retirement Act of 1937 is to be 
collected (except as provided in subsec. (d)) by deducting the premium 
from such annuity or pension. The deductions called for under this 
paragraph will be made in accordance with regulations of the Secre­
tary (prescribed after consultation with the Railroad Retirement 
Board).

Paragraph (2) of section 1840(b) provides that the Secretary of the 
Treasury is to transfer periodicaly from the railroad retirement 
account to the Federal Supplementary Medical Insurance Trust Fund 
the total amount deducted under paragraph (1). Such transfers are 
to be made on the basis of certifications by the Railroad Retirement 
Board and will be adjusted to the extent that prior transfers were too 
great or too small. 

Section 1840(c) provides that if an individual is entitled both to 
monthly social security benefits under section 202 and to an annuity 
or pension under the Railroad Retirement Act of 1937 at the time he 
enrolls under part B, or if he becomes simultaneously entitled both to 
such benefits and such annuity or pension after he enrolls, section 
1840(a) will apply (i.e., the deduction for premiums will be made from 
his social security benefits); except that in the latter case, if the first 
month for which he was entitled to social security benefits was later 
than the first month for which he was entitled to a railroad retirement 
annuity orpension, then section 1840(b) will apply (i.e., the deduction 

forremims wlleontinue to be made from such annuity or pension). 
Sction 1840(d) provides that if an individual estimates that the 

amount which will be available for deduction under section 1840 (a) 
or (b for any premiu~m payment period will be less than the amount 
of the monthly premiums during that period, so that his premiums 
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could not be deducted from his benefits on a month-to-month basis, 
he may (under regulations) pay to the Secretary such portion of the 
monthly premiums for such period as he desires. For example, if an 
individual has earnings such that under the retirement test no cash 
social security benefits are payable to him during a year, he can pay 
his premiums over the course of the year (in accordance with regula­
tions) rather than having them collected from future benefits. 

P~aragraph (1) of section 1840(e) provides that in the case of an 
individual receiving an annuity under the Civil Service Retirement 
Act or under another act administered by the Civil Service Commis­
sion, which provides retirement or survivorship protection, to whom 
neither section 1840(a) nor 1840(b) applies, his monthly premiums 
under part B will, upon notice from the Secretary of Health, Education, 
and Welfare to the Civil Service Commission, be collected by deduct­
ing the premium amount from each installment of the annuity. If an 
annuitant agrees, such a deduction will also be made in the case of 
his spouse to whom neither section 1840(a) nor 1840(b) applies. The 
deduction will be made in such manner and at such times as the Civil 
Service Commission may determine and the Commission will furnish 
such information as the Secretary of Health, Education, and Welfare 
may reasonably request to carry out his functions with respect to 
the annuitants and their spouses. 

Paragraph (2) of section 1840(e) provides that the Secretary of the 
Treasury is to transfer periodically but not less often than quarterly 
from the civil service retirement and disability fund, or the account 
(if any) applicable in the case of such other act administered by the 
Civil Service Commission, to the Federal Supplementary Medical 
Insurance Trust Fund the total amount deducted under paragraph 
(1). Such transfer is to be made on the basis of a certification by the 
Civil Service Commission and will be adjusted to the extent that 
prior transfers were too great or too small. 

Section 1840(f) provides that in the case of an individual who 
participates in the insurance program established by part B but to 
whom none of the preceding provisions of section 1840 (other than 
subsec. (d)) applies (i.e., who is not a social security, a railroad 
retirement, or a Federal ci~vil service beneficiary), the premiums are 
to be paid to the Secretary at such times and in such manner as may 
be prescribed by regulations. 

Section 1840(g) provides that amounts paid to the Secretary under 
section 1840 (d) or (f) are to be deposited in the Treasury to the 
credit of the Federal Supplementary Medical Insurance Trust Fund. 

Section 1840(h) provides that the premiums for an individual 
enrolled under part B will be payable for the period commencing with 
the first month of his coverage period and ending with the month in 
which he dies or, if earlier, in which his coverage period ends. 

SECTION 1841. FEDERAL SUPPLEMENTARY MEDICAL INSURANCE TRUST 
FUND 

Section 1841(a) creates the Federal Supplementary Medical In­
surance Trust Fund, which will consist of amounts deposited in or ap­
propriated to it as provided in p art B. 

Section 1841 (b) creates the Board of Trustees of the trust fund, 
which is to meet at least once each calendar year and will be composed 
of the Secretary of the Treasury, the Secretary of Labor, and the 
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Secretary of Health, Education, and Welfare. The Secretary of the 
Treasury will be the Managing Trustee of the Board of Trustees, and 
the Commissioner of Social Security will serve as the Secretary of the 
Board. The Board of Trustees will (1) hold the trust fund; (2) re­
port to the Congress by March 1 of each year on the operation and 
status of the trust fund for the preceding fiscal year and on its ex­
pected operation and status during the current fiscal year and the 
next 2 fiscal years; (3) report immediately to the Congress whenever

th oard beliieves that the amount of the trust fund is undulymal 
and (4) review the general policies followed in managing the trust 
fund and recommend changes therein, including, necessary changes in 
the provisions of the law which govern the way in which the trust 
fund is to be managed. The report on the status and operation of the 
trust fund is to include a statement of the assets of and disbursements 
from the fund during the preceding year, an estimate of income and 
disbursements during the current fiscal year and each of the next 2 
fiscal years, and a statement of the actuarial status of the trust fund, 
and is to be printed as a House document of the session of the Congress 
to which the report is made. 

Section 1841 (c) provides that it is the duty of the Managing Trustee 
to invest the portion of the trust fund which, in his judgment, is 
not required to meet current withdrawals. These investments may 
be made only in interest-bearing obligations of the United States or 
in obligations guaranteed as to both principal and interest by the 
United States. They may be acquired on original issue at the issue 
price, or by purchase of outstanding obligations at the market price. 
The Second Liberty Bond Act is extended to authorize the issuance 
at par, for purchase by the trust fund, of public-debt obligations
having maturities fixed with due regard for the needs of the trust 
fund and bearing interest at a rate equal to the average market yield 
on all marketable interest-bearing obligations of the United States 
which are a part of the public debt at the end of the calendar month 
preceding the date of issue and which are not due or callable until 
after 4 years from such month. If the average market yield is not 
a multiple of one-eighth of 1 percent, the rate of interest will be 
the multiple of one-eighth of 1 percent nearest such market yield.
Other interest-bearing obligations of the United States or obligations 
guaranteed by the United States may be purchased by the Managing 
Trustee only when he determines it is in the public interest. 

Section 1841 (d) provides that any obligations acquired by the trust 
fund may be sold by the Managing Trustee at the market price, 
exceptt public-debt obligations issued exclusively to the trust fund, 

whicma be edemedat par plus accrued interest. 
Section 1841(e) provides that the interest on and proceeds from 

the sale of any obiations held in the trust fund will be credited 
to and form a part of the fund. 

Section 1841 (f) provides for the transfer at least once each fiscal 
year to the trust fund, from the Federal Old-Age and Survivors 

Insurance Trust Fund and the Federal Disability Insurance Trust 
Fund, of amounts equal to the amounts certified by the Secretary of 
Health, Education, and Welfare as overpayments under section 
1870(b). It also provides for the transfer at least once each fiscal 
year to the trust fund from the railroad retirement account of amounts 
equal to the amounts certified by the Secretary as overpayments to 
the Railroad Retirement Board under section 1870(b). These 
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amounts represent the overpayments which are to be collected by 
reducing the cash monthly benefits payable to (or on the earnings record 
of) the individual involved under title II of the Social Security Act 
or under the Railroad Retirement Act of 1937. 

Section 1841 (g) provides that the Managing Trustee will also 
pay from time to time from the trust fund such amounts as the 
Secretary of Health, Education, and Welfare certifies are necessary to 
make the payments provided for by part B and the payments for 
administrative expenses in accordance with section 201(g) (1) of the act. 

Section 1841 (h) provides that the Managing Trustee will also pay 
from time to time from the trust fund such amounts as the Secretary 
of Health, Education, and Welfare certifies are necessary to pay the 
costs incurred by the Civil Service Commission in making deductions 
pursuant to section 1840(e). During each fiscal year, or after the 
close of such fiscal year, the Civil Service Commission shall certify 
to the Secretary the amount of the costs it incurred in making such 
deductions. Such certified amount will be the basis for the amount 
of such costs certified by the Secretary to the Managing Trustee. 

SECTION 1842. USE OF CARRIERS FOR ADMINISTRATION OF BENEFITS 

Section 1842(a) provides that in order to carry out the adminis­
tration of the voluntary medical insurance program established by 
part B with maximum efficiency and convenience for individuals en­
titled to benefits under part B and for providers of services and other 
persons furnishing services to such individuals, and with a view to 
furthering coordination of the administration of the benefits under 
part A and part B, the Secretary is authorized to enter into contracts 
with carriers (including carriers with which agreements under sec. 1816 
are in effect) which will undertake to perform some or all of the func­
tions listed in paragraphs (1) through (4) of section 1842(a) or, to the 
extent provided in the contracts, to secure performance of such func­
tions by other organizations. With respect to the functions which 
involve payments for physicians' services, the Secretary will to the 
extent possible enter into contracts with carriers. 

Paragraph (1), of section 1842(a) provides that the carriers under 
contract (or such other organizations) will (A) make determinations 
of the rates and amounts of payments required pursuant to part B 
to be made to providers of services and other persons on a reasonable 
cost or reasonable charge basis, whichever applies; (B) receive, dis-, 
burse, and account for funds in making such payments; and (C) make 
audits of the records of providers of services necessary to assure that 
proper payments are made to them under part B. 

Paragraph (2) of section 1842(a) provides that the carriers will 
determine compliance with the requirements of section 1861 (k) as to' 
utilization review, and assist providers and other persons who furnish 
services for which payment may be made under part B in the develop­
ment of procedures relating to utilization practices, make studies of 
the effectiveness of utilization procedures, assist in the application of 
safeguards against unnecessary utilization of services furnished by 
providers and other persons to individuals entitled to benefits under 
part B, and provide procedures for and assist in arranging, where 
necessary, the establishment of groups outside hospitals (meeting the 
requirements of see. 1861(k) (2)) to make reviews of utilization. 



176 SOCIAL SECURITY AMENDMENTS OF 1965 

Paragraph (3) of section 1842 (a) provides that the carriers will serve 
as a channel of communication of information relating to the admin­
istration of the voluntary medical insurance program under part B. 

Paragraph (4) of section 1842(a) provides that the carriers will 
assist in discharging other necessary administrative duties, as may be 
provided in the contract. 

Paragraph (1) of section 1842(b) provides that contracts with 
carriers under subsection (a) may be entered into without regard to 
section 3709 of the Revised Statutes or any other provision of law 
recuirng competitive bidding. 

Paragraph (2) of section 1842 (b) provides that the Secretary is 
not to enter into a contract with a carrier unless he finds that the 
carrier will perform its obligations under the contract efficiently and 
effectively and will meet such requirements relating to financial 
responsibility, legal authority, and other matters as he finds pertinent. 

Paragraph (3) of section 1842(b) provides that each contract must 
provide that the carrier will­

(A) take necessary action to assure that, where payment 
under part B for a service is on a cost basis, the cost is reasonable 
cost (as determined under sec. 1861(v));

(B) take necessary action to assure that, where payment under 
part B for a service is on a charge basis, such charge will be 
reasonable and not higher than the charge applicable, for a 
comparable service and under comparable circumstances, to the 
policyholders and subscribers of the carrier, and such payment 
will be made on the basis of a receipted bill, or on the basis of 
an assignment under which the reasonable charge is the full 
charge for the service; 

(C) establish and maintain procedures under which an indi­
vidual 	enrolled under part B will be entitled to a fair hearing 

bycrrirte whn rquet for payment is denied or is not 
actd uon orithreaonalepromptness when the amount of 

(D) urnsh te Screary timely information ando such 
reports as may be neessr for the Secretary to perform his 
functions under part B;an 

(E) maintain and afford access to whatever records the Secre­
tary finds necessary to assure the correctness and verification of 
the information and reports under subparagraph (D), and other­
wise to carry out the purposes of part B. 

Each contract shall also contain such other terms and conditions 
consistent with section 1842 as the Secretary may find necessary or 
appropriate. In determinin the reasonable chaxge for services for 
section 1842(b) (3) there wilbe taken into consideration the customary 
charges for similar services generally made by the physician or other 

peson furnishing such services as well as the prevailing charges in the 
locaity for similar services. 

Paragraph (4) of section 1842(b) provides that each contract must 
be for the term of at least 1 year, and may be made automatically 
renewable unless either party provides notice of intent to terminate 
the contract at the end of its current term. However, the Secretary 
may terminate any such contract at any time (after such reasonable 
notice and opportunity for hearing to the carrier as he may provide 
in regulations) if he finds that the carrier has failed substantially to 
carry out the contract or is carrying it out in a manner inconsistent 
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with the efficient and effective administration of the insurance program 
established by part B. 

Section 1842(c) provides that each contract is to provide for ad­
vances of funds to the carrier for the making of payments by it 
under part B, and for paymnent of the necessary and proper adminis­
trative costs of the carrier. 

Section 1842(d) provides that any contract may require a carrier or 
any of its officers or employees certifying payments or disbursing funds 
pursuant to the contract, or otherwise participating in carrying out the 
contract, to give surety bond to the United States in such amount as 
the Secretary may deem appropriate. 

Paragraph (1) of section 1842(e) provides that no individual 
designated pursuant to a contract as a certifying officer will, in the 
absence of gross negligence or intent to defraud the United States, be 
liable for any payments incorrectly certified by him. 

Paragraph (2) of section 1842(e) provides a similar immunity for 
disbursing officers who make an incorrect payment based upon a 
voucher signed by a certifying officer designated as provided in 
paragraph (1). 

Paragraph (3) of section 1842(e) provides that no carrier will be 
liable to the United States for any payments referred to in paragraph 
(1) 	or (2). 
ItSection 1842(f) provides that, for purposes of part B, the term 
"carrier" means (1) with respect to providers of services and other 

persons, a voluntary association, corporation, or partnership, or other 
nongovernmental organization which is lawfully engaged in providing, 
paying for, or reimbursing the cost of health services under group 
insurance policies or contracts, medical or hospital service agreements, 
membership or subscription contracts, or similar group arrangements, 
in consideration of premiums or other periodic charges payable to the 
carrier, including a health benefits plan duly sponsored or under­
written by an employee organization; and (2) with respect to pro­
viders of services only, any agency or organization (not described in 
(1)) with which an agreement is in effect under section 1816. 

SECTION 1843. STATE AGREEMENTS FOR COVERAGE OF ELIGIBLE INDI­
VIDUALS WHO ARE RECEIVING MONEY PAYMENTS UNDER PUBLIC 

ASSISTANCE PROGRAMS 

Section 1843(a) provides that the Secretary, at the request of a 
State made before January 1, 1968, will enter into an agreement with 
such State to provide coverage under part B for all eligible individuals 
who are in a coverage group elected by the State from the two groups 
described in section 1843(b). (For definition of "eligible individual" 
see sec. 1836, discussed above.) 

Section 1843(b) provides that the agreement entered into with any 
State under section 1843(a) may be applicable to either of the follow­
ing groups: (1) aged recipients of money payments under a plan 
of the State approved under title I or XVI, or (2) aged recipients of 
money payments under all of the plans of the State approved under 
titles I, IV, X, XIV, and XVI. However, neither group may include 
any individual entitled to monthly OASDI benefits or entitled to 
receive an annuity or pension under the Railroad Retirement Act 
of 1937. 
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Section 1843(c) provides that, for purposes of section 1843, coverage
under the agreement, may be provided only for an individual who is 
an eligible individual (as described above) on the date the agreement
is entered into or who becomes. an eligible individual in the period
between the date of the agreement and January 1, 1968. He will be 
treated as a money tayment-recipient if he receives a money payment 
for the month in w ich the agreement is entered into or any month 
between such month and Januaryr 1968. 

Section 1843(d) provides that in the case of any individual enrolled 
pursuant to an agreement under section 1843­

(1) the monthly premium to be paid by the State is to be 
determined under section 1839 (without any increase under 
subsec. (c) thereof);

(2) his coverage period will begin either on January 1, 1967, on 
the first day of the third month following the month in which the 
State agreement is entered into, on the' first day of the first 
month in which he is both an eligible individual and a member of 
the coverage group specified in the agreement, or on a date (not
later than January 1, 1968) specified in the agreement, whichever 
is the latest; and 

(3) his coverage period will end on either the last day of the 
month in which he is determined by the State to have become 
ineligible for the money payments specified in the agreement, 
or the last day of the month before the, first mo'lth for which he 
becomes entitled to monthly benefits under Aitle II or to an 
annuity or pension under the Railroad Retirement Act of 1937. 

Section 1843(e) provides that any individual whose coverage period
attributable to the State agreement is terminated (as described in 
sec. 1843(d) (3)) will be deemed for purposes of part B. (including the 
continuation of his coverage period) to have enrolled under section 
1837 in the initial general enrollment period (ending September 30, 
1966) provided by section 1837(c).

Section 1843(f) provides that with respect to individuals receiin 
money payments under a State plan approved under title I m: 
XIV, or XVI, if the agreement so provides, the term "carrier" as 
defined in section 1842(f) also includes the State agency specified in 
the agreement which administers or supervises the administration of 
the State plan approved under title I, XVI, or XIX. Thus, a State 
agency which meets the definition of "carrier" under section 1843(f)
could be considered a carrier with respect to all individuals receiving
the specified money payments (including those who are not eligible 
to be in the coverage group as defined in sec. 1843 (b) because they are 
entitled to monthly social security benefits or a pension or annuity
under the railroad retirement system). The agreement with the State 
will also contain provisions to facilitate the financial transactions of 
the State and the carrier relating to deductions and coinsurance, in 
the interest of economy and efficiency of operation, with respect to 
individuals receiving money payments underthSae'plna­
proved under titles I, IV, X, XI, and XVI teSaes ln p 
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SECTION 1844. APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS 
AND CONTINGENCY RESERVE 

Section 1844 (a) authorizes the appropriation from time to time of 
a Government contribution, equal to the total premiums payable by 
individuals who have enrolled under part B, from the Treasury to 
the Federal Supplementary Medical Insurance Trust Fund. 

Section 1844(b) provides that in order to assure prompt payment 
of benefits and administrative expenses under part B during the early 
months of the program, and to provide a contingency reserve, there is 
also authorized to be appropriated for repayable advances (without 
interest) to the trust fund, an amount (to remain available through 
calendar year 1968) equal to $18 multiplied by the number of in­
dividuals (as estimated by the Secretary) who could be covered in 
January 1967 by the insurance program established by part B if they 
had theretofore enrolled. 

PART C-MISCELLANEOUS PROVISIONS 

SECTION 1861. DEFINITIONS OF SERVICES, 1NSTITUTIONS, ETC. 

Section 1861 defines, for purposes of both part A and part B, the 
terms used in the new title XVIII. 

Spell o~f illness 
Section 1861(a) defines the term "spell of illness" to mean a period 

of consecutive days (1) beginning with the first day (not included in a 
previous spell) on which the individual is furnished inpatient hosia 
or extended care services and which occurs in a month for which he 
is entitled to benefits under part A and (2) ending with the close 
of the first period of 60 consecutive days thereafter throughout which 
hie is neither an inpatient of a hospital nor an inpatient of an extended 
care facility. (For special definitions of "hospital" and "extended 
care facility" for purposes of sec. 1861(a) (2), see discussion of secs. 
1861(e) and 1861(j) below.) 
Inpatient hospital services 

Section 1861(b) defines the term "inpatient hospital services" to 
mean the following items and services furnished to an inpatient of a 
hospital (and furnis'Ihed by the hospital, except as provided in item 
(3)): (1) bed and board; (2) such nursing services, use of hospital 
facilities, medical social services, and drugs, biologicals, supplies, 
appliances, and equipment for use in the hospital as are ordinarily 
furnished by such hospital for the care and treatment of inpatients; 
(3) other diagnostic or therapeutic items or services ordinarily fur­
nished by the hospital or by others under arrangements made by the 
hospital. Excluded from the term "inpatient hospital services" are 
the services of a private-duty nurse or attendant and medical oi 
surgical services provided by a physician, resident, or intern (other 
than services provided in the field of pathology, radiology, physiatry, 
or anesthesiology); except that services of a resident-in-training or 
intern provided under a teaching program approved by the American 
Medical Association or the American Osteopathic Association and 
services of a resident-in-training or an intern in the field of dentistry 
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provided under a program approved by the American Dental Associa­
tion are included m the term. 
Iiipatienl psychiatic Aospital 8ervice-8 

.Section 1861 (c) defines the term "inpatient psychiatric hospital
services" to mean inpatient hospital services furnished to an inpatient
of a psychiatric hospital. 
Inpatient tuberculosi8hospital sennees 

Section 1861 (d) defines the term "inpatient tuberculosis hospital
services" to mean inpatient hospital services furnished to an inpatient
of a tuberculosis hospital. 
Hosyrital 

Section 1861(e) defines the term "hospital" to mean in general an 
institution which (1) is primarily engaged in providing diagnostic
and therapeutic services for medical diagnosis, treatment, and care, 
or rehabilitation services for injured, disabled, or sick persons; (2) main­
tains. clinical records on all patients; (3) has bylaws in effect with 
respect to its -staff of p hysicians; (4) requires that every patient be 
under the care of a. physician; (5) provides 24-hour nursing service 

rendredby~udertheo upevison o a egitere nuse;(6) has in 
effetutliztioahosita reiewpla saisfingsecion1861 (k);

intittio tat 
of osptas,(o s icese 
(7)a n te cse f inny whch rovdesforlicensing

aproed)bytheliensngagecypursuant
to Sateor la; adoca() mets uchothr rquiemets as the 
Secetay fndsnecssayi th ineret o helthandsafty(except

thtteseureet ay not be higher than the coprble re­
qureensprescrbdfraccreditation of hospitals byte Joint 
Commission on Accreditation of Hospitals).

For the specific purpose of determining how long an individual is 
out of a hospital in order to establish when a spell of illness ends, an 
institution satisfying itemn (1) of the definition is a "hospital." In
determining whether emergency hospital services are covered under 
section 1814, subsections (dT or (f), and for purposes of describing the
institution from which an individual must be transferred in order to be
~eligible for posthosjpital extended care or posthospital home health
services, an institution satisfying items (1), (2), (3), (4), (5), and (7) of 
the definition is a "hospital ." The term "hospital" does not (except
for pur.Poses of determining when a spell of illness ends) include any
institution which is primarily for the care and treatment of mental 
diseases or tuberculosis, unless it is a tuberculosis hospital as defined 
in section 1861(g) or a psychiatric hospital as defined in section 1861 (f).
The term "hospital" also includes a Christian Science sanatorium 
operated or listed and certified by the First Church of Christ Scientist,
Boston, Mass., but payment may be made with respect to services 
provided by or in such a sanatorium only to such extent and under 
such conditions, limitations, and requirements (in addition to or in 
lieu of those otherwise applicable) as may be provided in regulations. 
Pstchiat,-ic hospital 

Section 1861 (f) defines the term "psychiatric hospital" to mean an 
institution which (1). is primarily engaged in providing, by or tinder 
the supervision of a physician, psychiatric services for the diagnosis
and treatment of mentally ill persons; (2) satisfies the requirements
prescribed for hospitals under items (3) through (8) of section 1861 (e); 
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(3) maintains clinical records on all patients and maintains such 
records as the Secretary finds to be necessary to determine the 
degree and intensity of the treatment provided to individuals entitled 
to hospital insurance benefits under part A; (4) meets such staffing 
requirements as the Secretary finds necessary for the institution 
to carry out an active program of treatment for individuals who 
are furnished services in the institution; and (5) is accredited by the 
Joint Commission on Accreditation of Hospitals. If an institution 
satisfies requirements (1) and (2) and contains a distinct part which 
also satisfies requirements (3) and (4), the distinct part will be con­
sidered to be a "psychiatric hospital" if the institution is accredited 
by the Joint Commission on Accreditation of Hospitals or the distinct 
part satisfies requirements equivalent to the accreditation require­
ments of the Joint Commission as determined by the Secretary. 
Tuberculosis hospital 

Section 1861 (g) defines the term "tuberculosis hospital" to mean 
an institution which (1) is primarily engaged in providing, by or under 
the supervision of a physician, medical services for the diagnosis and 
treatment of tuberculosis; (2) satisfies the requirements prescribed for 
hospitals under items (3) through (8) of section 1861 (e) ; (3) maintains 
clinical records on all patients and maintains such records as the 
Secretary finds to be necessary to determine the degree and intensity 
of the treatment provided to individuals covered under the insur­
ance program established by part A; (4) meets such staffing require­
ments as the Secretary may find necessary for the institution to carry 
out an active program of treatment for individuals who are furnished 
services in the institution; and (5) is accredited by the Joint Coin-
mission on Accreditation of Hospitals. If an institution satisfies 
requirements (1) and (2) and contains a distinct part which also 
satisfies requirements (3) and (4), the distinct part will be considered 
to be a "tuberculosis hospital" if the institution is accredited by the 
Joint Commission on Accreditation of Hospitals or the distinct 
part satisfies requirements equivalent to the accreditation require­
ments of the Joint Commission as determined by the Secretary. 
Extended care services 

Section 1861 (h) defines the term "extended care services" to mean 
the following items and services furnished to an inpatient of an ex­
tended care facility (and furnished by such facility except as provided 
in items (3) and (6)): (1) nursing care furnished by or under the super­
vision of a registered nurse; (2) bed and board; (3) physical, occupa­
tional, or speech therapy furnished by the facility or others under 
arrangements with them; (4) medical social services; (5) such drugs, 
biologicals, supplies, appliances, and equipment as are ordinarily fur­
nished by the facility for care and treatment of inpatients; (6) medical 
services of interns and residents-in-training under an approved teach­
ing program of a hospital with which such facility has in effect a trans­
fer agreement and certain other services provided by such a hospital; 
and (7) such other health services as are generally provided by ex­
tended care facilities. Any service which would not be covered 
if furnished to an inpatient of a hospital is excluded. 
Posthospitalextended care services 

Section 1861 (i) defines the term "posthospital extended care serv­
ices" to mean extended care services (as defined in sec. 1861 (h)) 
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furnished an individual after transfer from a hospital of which he was 
an inpatient for not less than 3 consecutive days before his discharge. 
Items and services will be deemed to have been furnished to an indi­
vidual after transfer from a hospital, and he will be deemed to have 
been an inpatient of the hospital immediately before transfer, if he is 
admitted to the extended care facility within 14 days after discharge 
from such hospital. An individual will be deemed not to have been 
discharged from an extended care facility if he is readmitted to such 
facility or any other extended care facility within 14 days after dis­
charge therefrom. 
Extended carefacility 

Section 1861 (j) defines the term "extended care facility" to mean 
an institution (or a distinct part thereof) which has a transfer agree­
ment with one or more participating hospitals (as described in sen. 
1861 (1)) and which (1) is primarily engaged in providing to inpatients 
skilled nursing care and related services, or rehabilitation services; 
(2) has policies which are developed with the advice of and periodi­
cally reviewed by a professional group (including at least one physician 
and at least one registered nurse) to govern the services it provides; (3) 
has a physician, registered nurse, or medical staff responsible for the 
execution of such policies; (4) requires that the health care of each 
patient be under the supervision of a physician and provides for having 
a physician available to furnish necessary emergency medical care; 
(5) maintains clinical records on all patients; (6) provides 24-hour 
nursing services sufficient to meet needs in accordance with facility 

/ 	 policies and has at least one registered professional nurse employed 
full time; (7) provides appropriate methods for dispensing and admin­
istering drugs and biologicals; (8) has in effect a utilization review 
plan satisfying section 1861 (k); (9) is licensed (or meets the standards 
for licensing) pursuant to State or local law; and (10) meets sucb 
other conditions relating to health and safety or physical facilities as 
the Secretary may find necessary. The term "extended care facility" 
does not include any institution which is primarily for the care and 
treatment of mental diseases or tuberculosis. For the specific purpose 
of determining when a spell of illness ends (under sec. 1861 (a) (2)) the 
term includes any institution which satisfies item (1). The term 
"extended care facility" also includes an institution or distinct part 
of an institution operated or listed and certified as a Christian Science 
nursing home by the First Church of Christ, Scientist, Boston, Mass., 
but payment may be made with respect to services ordinarily provided 
by or in such a nursing home only to such extent and under such 
conditions, limitations, and requirements (in addition to or in lieu 
of those otherwise applicable) as may be provided in regulations. 
Utilization review 

Section 1861(k) provides that a utilization review plan of a hospital 
or extended care facility will be considered sufficient if it is applicable 
to services furnished to individuals entitled to benefits under title 
XVIII and if it provides (1) for the review, on a sample or other 
basis, of admissions, duration of stays, and professional services 
from the standpoint of medical necessity and for the purpose of 
promoting the most efficient use of available health facilities and serv­
ices; (2) for such review to be made by a staff committee of the in­
stitution which includes two or more physicians, or by a similarly 
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composed group outside the institution which is established either by 
the local medical society and some or all of the hospitals and extended 
ca~re facilities in the locality or in some other manner which may be 
approved by the Secretary; (3) for such review (in each case of a con­
tinuous stay of extended duration in a hospital or extended care facil­
ity) as of such days of such stay (which may be different for different 
classes of cases) as may be specified in regulations, with such review 
being made as promptly as possible after each day specified in the 
regulrations but no later than 1 week following that day; and (4) 
for prompt notification to the institution, the individual, and his 
physician of any finding (which shall be made only after opportunity 
for consultation has been provided the physician) that further stay 
in the institution is not medically necessary. The utilization review 
plan must provide for review by a group outside the institution where, 
because of its small size (or, in the case of an extended care facility, 
because of lack of an organized medical staff), or for such other reasons 
as may be included in regulations, it is impracticable for the institution 
to have a properly functioning staff committee. 

Agreements for transfer between extended care facilities and hospitals 
Section 1861(l) provides that a hospital and an extended care 

facility will be considered to have a transfer agreement if a written 
agreement between them (or a written undertaking by the person 
or body controlling them, in the case of institutions under common 
control) provides reasonable assurance that (1) there will be timely 
transfer of patients between the institutions whenever it is determined 
medically appropriate by the attending physician; and (2) there will 
be timely transfer between the institutions of medical and other 
information needed for patients' care or for determining whether 
patients can be adequately cared for in some other way. Any 
extended care facility which does not have a transfer agreement in 
effect, but which is found by a State agency (with which an agreement 
under sec. 1864 is in effect) or by the Secretary if there is no such 
agreement) to have attempted in good faith to enter into such an agree­
ment with a hospital close enough to the facility to make transfer of 
patients and information between them feasible, will be considered 
to have a transfer agreement in effect if the agency (or the Secretary) 
finds that to do so is in the public interest and essential to assuring 
extended care services for persons in the community who are eligible 
for benefits under title XVIII. 

Home health services 
Section 1861(m) defines the term "home health services" to mean 

the following items and services furnished to an individual who is under 
the care of a physician, on a visiting basis in his residence (except as 
provided in item (7)), by a home health agency (or by others under 

arragemnts ithsuchagecy.) under a plan established and peri­
odiall a part-time or intermittent nursingreiewd b hyscian: (1) 
careproide by r uderthe supervision of a registered nurse; (2) 

physcal o medical social servicesocupaiona, spechtheapy; (3) 
under the diectio of a phsca;(4) to the extent permitted in 

regulations, part-time or ineritet home health aid services; (5) 
medical supyplies (other than drugs and biologicals) and the use of 
medical appliances; (6) medical services of interns and residents-in­
training under 'an approved teaching program of a hospital with which 
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the agency is affiliated; and (7) any of the foregoing items and services 
which (A) are provided on an outpatient basis under arrangements 
made by the home health agency at a hospital or extended care 
facility, or at a rehabilitation center meeting such standards as may 
be prescribed in regulations, and (B) involved the use of equipment 
of such nature that the items and services cannot readily be made 
available to the individual in his place of residence, or are furnished 
at such facility while he is there to receive any item or service involv­
ingP the use of such equipment (but excluding transportation of the 
individual in connection with such items or services). Any item or 
service which would not be covered if furnished to an inpatient of a 
hospital is excluded. 
Posthospitalhome health services 

Section 1861(n) defines the term "posthospital. home health serv­
ices" to mean home health services (as defined in sec. 1861 (in)) which 
(1) are furnished an individual within 1 year after his most recent dis­
charge from a hospital of which he was an inpatient~for not less than 
3 consecutive days or (if later) within 1 year after his most recent 
discharge from an extended care facility of which he was an inpatient 
entitled to benefits under part A, and (2) are covered by a plan 
(described above) established within 14 days after his discharge from 
the hospital or extended care facility. 
Home health agency 

Section 1861(o) defines the term "home health agency" to mean a 
public agency or private organization (or a part of such agency or 
organization) which (1) primarily provides skilled nursing or other 
therapeutic services; (2) has policies established by a professional 
group (including at least one physician and at least one registered 
nurse) to govern services, and provides for supervisin of such services 

byaphysician or a registered nurse; (3) maintais ciniaoeod 
on all patients; (4) is licensed (or meets standards for licensing) 
pursuant to State or local law; and (5) meets other conditions found by 
the Secretary to be necessary for health and safety. The term does not 
include a private organization which is not -a nonprofit organization 
exempt from Federal income taxation unless it is licensed pursuant to 
State law and -meets such additional standards and requirements 
as may be prescribed by regulations. For purposes of part A, the term 
does not include any agency or organization which is primarily for the 
care and treatment of mental diseases. The term "home health 
agency" also 'includes a Christian Science visiting nurse service op­
erated or listed and certified by the First Church of Christ, Scientist, 
Boston, Mass., but payment ma~y be made with respect to services 
ordinarily furnished by such visiting nurse service only to such extent 
and under such conditions, limitations, and requirements (in addition 
to or in lieu of those otherwise applicable) as may be provided in 
regulations. 
Outpatienthospital diagnostic services 

Section 1861(p) defines the term "outpatient hospital diagnostic 
services" to mean diagnostic services which are ordinarily furnished 
to outpatients for purposes of diagnostic study by the hospital or by 
others under arrangements made by the hospital, and which are fur­
nished in facilities supervised by the hospital or its organized medical 
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staff. The term excludes any services which would not be covered 
if furnished to an inpatient of a hospital. 

Physicians' services 
Section 1861(q) defines the term "physicians' services"~ to mean 

professional services performed by physicians, including surgery, 
consultation, and home, office, and institutional calls'(but not services 
provided by an intern or resident-in-training under a teaching program 
approved as described in sec. 1861 (b)). 

Physician 
Section 1861 (r) defines the term "physician" to mean (1) a doctor 

of medicine or osteopathy legally authorized to practice medicine 
and surgery (including osteopathy), and (2) a doctor of dentistry or 
of dentall or oral surgery who is legally authorized to practice dentistry 
by the State in which he performs such function, but only with respect 
to surgery related to the jaw or the reduction of any fracture of the 
jaw or any facial bone. 
Medical and other health services 

Section 1861 (s) defines the term "medical and other health services"~ 
to mean any of the following items or services (unless such services are 
otherwise classified as inpatient hospital, extended care, or home 
health services): (1) physicians', chiropractors', and podiatrists' serv­
ices; (2) services and supplies (including drugs and biologicals which 
cannot, as determined in accordance with regulations, be self-
administered) furnished as an incident to a physician's professional 
services, of kinds, which are commonly furnished in physicians' 
offices and either rendered without charge or included in the physi­
cians' bills, and hospital services (including drugs and biologicals 
which cannot be self-administered) incident to physicians' services 
rendered to outpatients; (3) diagnostic X-ray laboratory tests, and 
other diagnostic tests; (4) X-ray, radium, and radioactive isotope 
therapy, including materials and services of technicians; (5) surgical 
dressings, and splints, casts, and other devices used for reduction of 
fractures and dislocations; (6) rental of durable medical equipment, 
including iron lungs, oxygen tents, hospital beds, and wheelchairs used 
in the patient's home (including an institution used as the patient's 
home); (7) ambulance service where the use of other methods of 
transportation is contraindicated by the individual's condition (but 
only to the extent provided in regulations); (8) prosthetic devices 
(other than dental) which replace all or part of an internal body organ 
(including replacement of such devices); and (9) leg, arm, back, and 
neck braces, and artificial legs, arms, and eyes (including replace­
ments if required because the patient's physical condition changes). 

Paragraphs (10) and (11) of section 1861(s) provide that no diag­
nostic tests performed in any laboratory which is independent of a 
physician's office or a hospital will be included in paragraph (3) unless 
such laboratory: (A) if situated in any State in which State or appli­
cable local law provides for their licensing, is licensed pursuant to such 
law or approved as meeting licensing standards by the agency of such 
State or locality responsible for licensing them; and (B) meets such 
other conditions relating to the health and safety of individuals with 
respect to whom such tests are performed as the Secretary may find 
necessary. 
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Drugsand biologicals 
Section 1861(t) defines the term "drugs" and the term "biologicals"

to mean (except for purposes of the exclusion of drugs and biologicals
under home health services) (1) those drugs and biologicals which are 
included or are approved for inclusion in the United States Pharma­
copoeia, the National Formulary, or the United States Homeopathic
Pharmacopoeia, or in New Drugs or Accepted Dental Remedies 
(except for any drugs and biologicals unfavorably evaluated therein);
(2) combinations of drugs or biologicals if the principal ingredient or 
ingredients of the combinations meet the conditions specified in 
clause (1); or (3) which are approved for use in the hospital by the 
pharmacy and drug therapeutics committee (or equivalent committee)
of the medical staff of the hospital furnishing them. 
Providerof services 

Section 1861(u) defines the term "provider of services" to mean a 
hospital, extended care facility, or home health agency. 
Reasonable c08t 

Paragraph (1) of section 1861(v) provides that the reasonable cost 
of any services is to be determined under regulations establishing the 
method or methods to be used, and the items to be included, in deter­
mining such costs for various types or classes of institutions, agencies,
and services; except that, in any case to which paragraph (2) or (3)
applies, the amount of the payment determined under such paragraph
with respect to the' services involved will be considered the reasonable 
cost of such services. In prescribing these regulations the Secretary 
must consider, among other things, the principles developed and 
generally applied by national organizations or established prepayment
organizations in computing the amount of payment to be made by
third parties to providers of services on account of services furnished 
to individuals by such providers. Such regulations may provide for 
determination of the cost of services on a per diem, per unit, per capita, 
o~r other basis, may provide for using different methods in different 
circumstances, may provide for the use of estimates of costs of par­
ticular items or services, and may provide for the use of charges. or a 
percentage of charges where this method reasonably reflects the costs. 
Such regulations must take into account both direct and indirect 
costs of providers in order that the costs with respect to individuals 
covered by the 'insurance programs established by title XVIII will 
not be borne by individuals not so covered and the costs with respect
to individuals not covered will not be borne by the insurance programs.
The regulations must also provide for making retroactive corrective 
adjustments where, for any provider of services for any fiscal period,
the total reimibursement produced by methods of determining costs 
proves to be either inadequate or excessive. 

Paragraph (2) of section 1861(v) provides that if a patient receives 
inpatient services in accommodations which are more expensive than 
semiprivate accommodations, but which are not medically necessary,
the amount of payment may not exceed an amount equal to the 
reasonable cost of such services if furnished in semiprivate accom­
mnodations. If 'a, patient receives other items or services which are 
more expensive than those for which payment can be made, the 
Secretary will take into account for purposes of payment no more 
than the reasonable cost of the services that can be paid for. 
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Paragraph (3) of section 1861(v) provides that if a patient is 
placed in accommodations less expensive than semiprivate accom­
modations for a reason the Secretary determines is not consistent 
with the program's purpose (and not at the patient's request), payment 
will be limited to the reasonable cost of semiprivate accommodations 
iinus the difference between the customary charges for semiprivate 

accommodations and the accommodations furnished. 
Paragraph (4) of section 1861 (v) defines the term "semiprivate 

accommodations" to mean two-bed, three-bed, or four-bed accommo­
dations. 

Arrangementsfor certain services 
Section 1861(w) provides that the term "arrangements" is limited 

to arrangements under which receipt of payment by a participating 
provider of services discharges all financial liability for the services. 

State and United States 
Section 1861 (x) provides that the terms "State" and "United 

States" have the same meaning as when used in title II of the Social 
Security Act (i.e., the 50 States, the District of Columbia, the Com­
monwealth of Puerto Rico, the Virgin Islands, Guam, and American 
Samoa). 
Chiropractors'and podiatrists'sermeces 

Paragraph (1) of section 1861(y) provides that the term "chiro­
practor" means an individual who is licensed under State law to prac­
tice as a chiropractor in the State; and the term "chiropractors' 
services" means services performed by a chiropractor within the scope 
of his license. 

Paragraph (2) of 1861(y).provides that the term "podiatrist" means 
an individual who is licensed under State law to practice as a podiatrist 
in the State; and the term "podiatrists' services" means services 
performed by a podiatrist within the scope of his license. 

SECTION 1862. EXCLUSIONS FROM COVERAGE 

Section 1862 (a) provides that no payment may be made under 
part A or part B (regardless of any other provision of title XVIII) for 
any expenses incurred for items or services (1) which are not reason­
able and necessary for the diagnosis or treatment of illness or injury 
or to improve the functioning of a malformed body member; (2) for 
which the individual furnished such items or services has no legal 
obligation to pay and which no other person (because of such indi­
vidual's membership in a prepayment plan or for some other reason) 
has a legal obligation to provide or to pay for; (3) which are paid for 
directly or indirectly by a governmental entity (other than under 
the Social Security Act or under ahealth benefits or insurance plan 
established for employees of such entity), except in such cases as the 
Secretary may specify; (4) which are not provided within the United 
States (except for emergency inpatient hospital services furnished 
outside the United States under conditions described in sec. 1814(f)); 
(5) which are required as a result of war, or of an act of war, occurring 
after the effective date of such individual's current coverage under 
such part; (6) which constitute personal comfort items; (7) where such 
expenses are for routine physicals checkups, eyeglasses or eye examma­
tions for the purpose of prescribing, fitting, or changing eyeglasses 
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(including contact lenses), hearing aids or examinations therefor, or 
immunizations; (8) where such expenses are for orthopedic shoes or 
other supportive devices for the feet; (9) where such expenses are for 
custodial care;;(10) where such expenses are for cosmetic surgery or 
are incurred in connection therewith, except as required for the prompt
repair of accidental injury or for improvement of the functioning of a 
malformed body member; (1 1) where such expenses constitute charges
imposed by immediate relatives of the individual or members of his 
household; or (12) where such expenses are for services in connection 
with the care, treatment, filling, removal, or replacement of teeth or 
structures directly supporting the teeth. 

Section 1862(b) provides that no payment may be made under 
part A or part B for any item or service for which payment has been 
made, or can reasonably be expected to be made, under a workmen's 
compensation law or plan of the United States or a State. Any 
payment under part A or part B with respect to any item or service 
must be conditioned on reimbursement being made to the appropriate 
trust fund for such payment if and when notice or- other information 
is received that payment for such item or service has been made under 
such a law or plan. 

SECTION 1863. CONSULTATION WITH STATE AGENCIES AND OTHER 
ORGANIZATIONS TO DEVELOP CONDITIONS OF PARTICIPATION FOR 
PROVIDERS OF SERVICES 

Section 1863 provides that the Secretary is to consult with. the 
Health Insurance Benefits Advisory Council (established by sec. 
1867), appropriate State agencies, and national listing or accrediting 
bodies, and may consult with local agencies, in prescribing such 
conditions for participation for providers of services as may be neces­
sary for health and safety. The conditions may be varied for differenat 
areas or classes of institutions, and may be set higher for the institu­
tions or agencies in a particular State at such State's request (but,
in the case of hospitals, not higher than the accreditation requirements
of the Joint Commission on Accreditation of Hospitals). 

SECTION 1864. USE OF STATE AGENCIES TO DETERMINE COMPLIANCE 
BY PROVIDERS OF SERVICES WITH CONDITIONS OF PARTICIPATION 

Section 1864 (a) provides that the Secretary is to make an agree­
ment with any State which is able and willing to enter into an agree­
ment to utilize the services of the State health agency or other 
appropriate State agencies (or the appropriate local agencies) for the 
purpose of determining which institutions and agencies qualify to partic­
ipate in the programs under title XVIII and whether laboratories meet 
the requirements of subparagraphs (10) and (11) of section 1861(s).
The Secretary may accept a State (or local) agency's findings as to the 
qualifications of an institution or agency to participate. The Secretary 
may also, pursuant to agreement, use State and local agencies to do any 
of the following: (1) provide consultative services to institutions or 
agencies to assist them in establishing and maintaing fiscal records or 
otherwise qualifying for participation, or in providing information 
necessary to determine what benefits are payable; and (2) provide
consultative services to institutions, agencies, or organizations to assist 
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them in establishing and evaluating the effectiveness of utilization 
review procedures. 

Section 1864(b) provides that the Secretary is to pay the State for 
the reasonable costs of the administrative activities performed under 
its agreement under section 1864(a), and for the Federal Hospital 
Insurance Trust Fund's fair share of the costs attributable to planning 
and other efforts directed toward coordination of activities in carrying 
out its agreement and other activities related to the provision of 
services similar to those for which payment may be made under part A, 
or related to the facilities, and personnel required for the provision of 
such services, or related to improving the quality of such services. 

SECTION 1865. EFFECT OF ACCREDITATION 

Section 1865 provides that any hospital accredited by the Joint 
Commission on Accreditation of Hospitals will be deemed to meet 
all the requirements in the definition of "hospital" in section 1861(e) 
except the utilization review requirement. If the Joint Commission 
requires a utilization review plan (or imposes another requirement 
serving the same purpose) for accreditation, the Secretary is author­
ized to find that accredited hospitals meet all the requirements in 
such definition. The Secretary may also accept the findings of the 
American Osteopathic Association, or any other national accrediting 
body, as to the eligibility of institutions and agencies to participate 
if he finds reasonable assurance that the pertinent requirements of 
section 1861 are met. 

SECTION 1866. AGREEMENTS WITH PROVIDERS OF SERVICES 

Paragraph (1) of section 1866(a) provides that any provider of 
services will be eligible to participate and eligible for payments under 
title XVIII if it files an agreement with the Secretary not to charge 
for covered services (except as provided in paragraph (2)) and to make 
adequate provision for refund of erroneous charges. 

Paragraph (2) of section 1866 (a) provides that a provider of services 
may charge an individual the following: (A) the amount of any 

deuctible imposed pursuant to section 1813 (a) (1), (a) (2), or (a) (4) or 
section 1833(b), and in addition an amount equal to 20 percent of 
the reasonable charges for the items and services furnished (not in 
excess of 20 percent of the amount customarily charged for such 
items and services by the provider) for which payment is made 
under part B or, in the case of outpatient hospital diagnostic services, 
for which payment is made under part A (except that, in the case 
of expenses incurred in any calendar year in connection with the 
treatment of mental, psychoneurotic, and personality disorders of 
an individual who is not an inpatient of a hospital, the provider 
may charge the proportion which is appropriate under the limits 
imposed by sec. 1833(c)); (B) the excess amount of more expensive 
services and items furnished at the request of the individual; and 
(C) the cost of the first 3 pints of whole blood furnished during a 
spell of illness; except that a charge may not be made for the cost of 
the administration of such blood and no charge can be made if the 
blood has been replaced on the individual's behalf or arrangements 
have been made for its replacement. To illustrate the latter pro­
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vision (taken together with the provisions of sec. 1813 (a) (3)): if a 
hospital were to charge a beneficiary $25 for a pint of blood which cost 
the hospital $10 (and which was one of the first 3 pints of blood fur­
nished the beneficiary in the spell of illness), the program would not 
pay the hospital the $10 cost of the blood but there would be deducted 

from payments otherwise due the hospital the difference between the 
$10 cost and the $25 charge--i.e., $15; thus, if the hospital collected 
the $25 from the beneficiary, the hospital would receive no more in 
payments from the patient and the program than if it had charged the 

beneficiary only the $10 cost of the blood. 
Section 1866(b) provides that an agreement with a provider of 

services under section 1866(a) may be terminated by the provider at 
such time and upon such public notice as may be prescribed by 
regulations. The Secretary could require the agreement to remain in 
effect for up to 6 months after the provider gives notice. The Secre­
tary may terminate such an agreement if he determines that the pro­
vider (A) is not complying with the agreement or the law, (B) is no 
longer qualified to participate, or (C) has failed to provide data to 
determine whether payments are due the provider or the amount of 
such payments, or has refused access to its records for verification. 
The termination of any agreement with a provider is to be applicable
with respect to (1) inpa~tient hospital' services (including inpatient
tuberculosis hospital services and inpatient psychiatric hospital serv­
ices), or posthospital extended care services furnished to an individual 
admitted on or after the effective date of termination, (2) home health 
services furnished under a plan established on or after the effective 
date of termination or, if the plan is established before the effective 
date, services furnished after the calendar year in which the termina­
tion is effective, and (3) any other items or services furnished on or 
after the effective date of termination. 

Section 1866(c) provides that if the Secretary terminates an agree­
ment, the provider may not file a new agreement unless the Secretary 
finds that the reason or reasons for termination is or are removed and 
that there is assurance they will not recur. 

Section 1866(d) provides that if the Secretary finds that timely
reviews of long-stay cases are not being made by a hospital or ex­
tended care facility he may, in lieu of terminating the agreemnent,
deny payment for services furnished an individual after the 20th day
of continuous inpatient hospital care or 'after stays of a prescribed
length in an extended care facility. Such Adecision denying payment 
for services may be made only after notice to the provider and the 
public and will be rescinded when the Secretary finds that the reviews 
are being made and that there is assurance they will continue to be 
made. The Secretary may not make any decision denying such 
payment except after reasonable notice and opportunity for hearing. 

SECTION 1867. HEALTH INSURANCE BENEFITS ADVISORY COUNCIL 

Section 1867 provides for the creation of a Health Insurance 
Benefits Advisory Council to advise the Secretary on general policy
in the administration of title XVIII and in the formulation of regula­
tions thereunder. The Council is to consist of 16 persons, who are 
not Federal employees, to be appointed by the Secretary. The 
Secretary will from time to time appoint one of the members to serve 
as Chairman. The Council is to include people who are outstanding 
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in fields related to hospital, medical, and other health activities, and 
at least one person who is representative of the general public. The 
members are to serve 4-year terms and may not serve continuously 
for more than two consecutive terms. The Secretary may appoint 
such special advisory professional or technical committees as may be 
useful. The Council members and members of any advisory or tech­
nical committee will be entitled to receive compensation at rates fixed 
by the Secretary (not exceeding $100 a day). The Council is to 
meet as frequently as the Secretary finds necessary, but he must call a 
ineeting upon request of four members. 

SECTION 1868. NATIONAL MEDICAL REVIEW COMMITTEE 

Section 1868(a) provides for the creation of a National Medical 
Review Committee. The Committee is to consist of nine persons, who 
are not Federal employees, to be appointed by the Secretary. The 
members are to be selected from among representatives of organiza­
tions and associations of professional personnel in the field of medicine 
and other individuals who are outstanding in the field of medicine or in 
related fields; at least one member must be representative of the 
general public and a majority of the members must be physicians. 
The members are to hold office for 3-year terms and may not serve 
continuously for more than two terms. 

Section 1868(b) provides that the Committee members will be 
entitled to receive compensation at rates fixed by the Secretary (not 
exceeding $100 a day). 

Section 1868(c) provides that it is the Committee's function to study 
the utilization of hospital and other medical care and services for which 
payment can be made under part A or part B with a view to recom­
mending any changes which may seem desirable in the utilization of 
care and services or the administration of the programs, or in the 
provisions of title XVIII. The Committee is to make to the Secretary 
(who is to transmit it promptly to the Congress) an annual report 
including any recommendations the Committee may have. 

Section 1868(d) authorizes the Committee to engage any technical 
assistance required to carry out its functions. It also provides that 
the Secretary is to make available the secretarial, clerical, and other 
assistance and data needed by the Committee. 

SECTION 1869. DETERMINATIONS; APPEALS 

Section 1869(a) provides that determinations of entitlement to 
benefits under part A and part B, and of the amount of benefits under 
part A, are to be made by the Secretary in accordance with regulations. 

Section 1869(b) provides that any individual dissatisfied with any 
determination under section 1869(a) as to entitlement under part A 
or part B, or as to amount of benefits under part A if the matter in 
controversy is $1,000 or more, will be entitled to the same hearing 
and appeal procedures as are now provided in sections 205(b) and 
205(g) of the act. 

Section 1869(c) provides that any institution or agency dissatisfied 
with any determination by the Secretary that it is not a provider of 
services, or with any determination terminating an agreement under 
section 1866(b)(2), will be entitled to the same hearing and appeal 
procedures as are now provided in sections 205(b) and 205(g). 
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SECTION 1870. OVERPAYMENTS ON BEHALF OF INDIVIDUALS 

Section 1870(a) provides that any payment under part A or part B 
to a provider of services or other person with respect to items or 
services furnished an individual will be considered as a payment to 
such individual. 

Section 1870(b provides that where the Secretary finds that an 
overpayment is made to a provider of services or other person and 
cannot be recouped from such provider or person, or payment is made 
under the conditions specified in section 1814(e) for an individual 
who is not entitled to have such payment made, proper adjustment 
or recovery will be made under regulations prescribed by the Secre­
tar-y after consultation with the Railroad Retirement Board. The 
Secretary will make the proper adjustment or recovery by (A) de­
creasing any payment under title II of the Social Security Act or 
under the Raiload Retirement Act of 1937, as the case may be, to 
which such individual is entitled, or (B) requiring such individual 
or his estate to refund the amount in excess of the correct amount, 
or (C) decreasing any payment under title II of the Social Security 
Act or under the Railroad Retirement Act of 1937, as the case may 
be, payable to the estate of such individual or to any other person 
on the basis of the wages and self-employment income (or compensa­
tion) which were the basis of the payments to such individual, or 
(D) by applying any combination of the foregoing. As soon as 
practicable after any such adjustment or recovery is determined to 

be ncessrythe ecreary(for purposes of sec. 1870 and sec. 1841(f))
wil cetif (o te RilradRetirement Board if adjustment is to be 
mad bydeceasng ashpayments under the Railroad Retirement 
Act f 137)theamont f the overpayment with respect to which 

the adjustment or recovery is to be made. 
Section 1870(c) provides there will be no ad'ustment as provided 

in section 1870(b) of payments to, or recovery fruomi, any person who 
is without fault, if such adjustment or recovery would defeat the 
purposes of title II of the Social Security Act or the Railroad Retire­
ment Act or would be against equity and good conscience. 

Section 1870(d) provides that no certifying or disbursing officer will 
be liabile for overpayments where adjustment or recovery is waived or 
is not completed prior to the death of all persons against whose 
benefits the adjustment is authorized. 

SECTION 1871. REGULATIONS 

Section 1871 provides that the Secretary will prescribe the regula­
tions necessary to carry out the administration of the new insurance 
programs under title XVIII. When used in such title the term "regu­
lations" means (unless the context otherwise requires) regulations 
prescribed by the Secretary. 

SECTION 1872. APPLICATION OF CERTAIN PROVISIONS OF TITLE II 

Section 1872 provides that sections 206, 208, 216(j), and 205 (a), 
(d), (e), (f), (h), (i), (j), (k), and (I) of the act will apply to title 
XVIII as they do to title II. 
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SECTION 1873. DESIGNATION OF ORGANIZATION OR PUBLICATION BY 

NAME 

Section 1873 provides that any designation made in title XVIII, by 
name, of any nongovernmental organization or publication will not be 
affected by a change of the name of such organization or publication 
and will apply to any successor organization or publication which the 
Secretary finds serves the purpose for which the designation was made. 

SECTION 1874. ADMINISTRATION 

Section 1874(a) provides that, except as otherwise stated, the 
programs established by title XVIII are to be administered by the 
Secretary, who may _perform any of his functions directly or by 
contract. 

Section 1874(b) provides that the Secretary may contract with any 
person, agency, or institution to secure such special data and actu­
arial and other information as may be necessary in carrying out his 
functions. 

SECTION 1875. STUDIES AND RECOMMENDATIONS 

Section 1875(a) provides that the Secretary is to make studies and 
develop recommendations to be submitted to the Congress relating 
to the health care of the aged, including studies and recommendations 
concerning the adequacy of existing personnel and facilities for 
health care for purposes of the programs under title XVIII; methods 
for encouraging further development of efficient and economical 
alternatives to inpatient hospital care; and the effect of the deductibles 
and coinsurance provisions upon beneficiaries, providers of health 
services, and the financing of the program. 

Section 1875(b) instructs the Secretary to make a continuing study 
of the operation and administration of the insurance programs under 
title XVIII and to submit to the Congress annually a report concern­
ing the operation of such programs. 

SECTION 102(b). GRACE PERIOD UNDER SUPPLEMEN­
TARY MEDICAL INSURANCE PROGRAM 

Section 102(b) of the bill provides, that if an individual was eligible 
to enroll under the supplementary medical insurance program under 
part B of the new title XVIII before October 1, 1966, but failed to do 
so before such date, and it is shown to the satisfaction of the Secretary 
that there was good cause for such failure to enroll, such individual 
may enroll in the supplementary medical insurance programn at any 
time before April 1, 1967. The Secretary will by regulation deter­
mine what constitutes good cause. The coverage period (within the 
meaning of sec. 1838 of the Social Security'Act) of an individual en­
rolling under this provision will. begin on the first day of the sixth 
month after the month in which he enrolls. 
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SECTION 103. TRANSITIONAL PROVISION ON ELIGIBILITY 
OF PRESENTLY UNINSURED INDIVIDUALS FOR HOS­
PITAL INSURANCE BENEFITS 

Section 103(a) of the bill provides that anyone who­
(1) has attained age 65 before 1968 (or has earned three 
qurers of coverage for each calendar year after 1965 and before 
rteyear of attainment of age 65);

(2) is not entitled to ho~spital insurance benefits (and would 
not be entitled to such benefits upon filing application for 
monthly benefits under section 202 of the Social Security Act), 
and is not certifiable as a qualified railroad retirement beneficiary 
(see sec. 105 of the bill, discussed below); 

(3) is a resident of the United States, and is (A) a citizen or 
(B) an alien lawfully admitted for permanent residence who has 
resided in the United States continuously for at least 10 years 
immediately prior to the month in which he ifiles application 
under section 103; and 

(4) has ifiled an application under section 103 in accordance 
with regulations, 

will be entitled to benefits under part A of title XVIII beginning with 
the first month (after June 1966) in which he meets these requirements 
and ending with the month he dies or, if earlier, the month before the 
month in which he becomes eligible for hospital insurance benefits 
under section 226 or becomes certifiable as a railroad retirement 
beneficiary.

Any person who would have met the preceding requirements in any 
month if he had filed an application before the end of that month 
will be deemed to have met such requirements for that month if he 
ifiles an application before the end of the next 12 months. No appli­
cation will be accepted as a valid application under section 103 if it is 
ifiled more than 3 months before the first month in which the individual 
meets the requirement of paragraphs (1), (2), and (3) above; i.e., an 
application filed prematurely will not prevent the individual from 
obtaining benefits under section 103 if he qualifies therefor at a later 
time. 

Section 103(b) of the bill provides that section 103 (a) does not apply 
toany person who iscovered under theFederal Employees Health 
Benefits Act of 1959 or any person who (as of the time of his applica­
tion under sec. 103(a)) is a member of any organization referred to in 
section 210(a) (17) of the Social Security Act (relating to subversive 
organizations) or has been convicted of any offense listed in section 
202(u) of such act. 

Section 103(c) authorizes the appropriation to the Federal Hospital 
Insurance Trust Fund of such sums as the Secretary deems necessary 
for any fiscal year on account of payments made or to be made during 
such fical year under part A of title XVIII of the Social Security Act 
with respect to individuals who are entitled to benefits thereunder 
solely by reason of section 103 of the bill and on account of the addi­
tional administrative expenses resulting or expected to result from 
such payments and any loss of interest to the fund resulting from 
such payments. 
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SECTION 104. SUSPENSION IN CASE OF ALIENS; PERSONS 
CONVICTED OF SUBVERSIVE ACTIVITIES 

Paragraph (1) of section 104(a) of the bill amends section 202(t) 
of the Social Security Act (relating to suspension of benefits for certain 
aliens outside the United States) by adding a new paragraph which 
provides that an individial is not entitled to benefits under part A of 
title XVIII for any month for which his cash social security benefits 
are suspended under such section. 

Paragraph (2) of section 104(a) of the bill amends section 202(u) 
of the Social Security Act so that the penalty which may be imposed 
thereunder upon a conviction for subversive activities (namely, the 
elimination of all earnings credits for the calendar quarter in which 
the conviction occurs and prior quarters) will apply to a determination 
of entitlement to benefits under part A of title XVIII, as well as to 
the determination of entitlement to cash benefits under title II as 
provided in existing law. 

Paragraph (1) of section 104(b) of the bill provides that payments 
may not be made under part B of title XVIII for expenses incurred 
by an individual for any month for which he may not be paid cash 
benefits under title II by reason of section 202(t) (relating to sus­
pension of benefits for certain aliens who are outside the United States).

Paragraph (2) of section 104(b) of the bill provides that an indi­
vidual convicted of any of the offenses stipulated in section 202(u) of 
the Social Security Act may not enroll under part B of title XVIII. 

SECTION 105. RAILROAD RETIREMENT AMENDMENTS 

Paragraph (1) of section 105(a) of the bill adds a new section 21 
to the Railroad Retirement Act of 1937 to provide that, in order to 
make available hospital insurance benefits under part A of title XVIII 
of the Social Security Act (added by sec. 102 of the bill) for annuitants, 
pensioners, and certain other aged individuals under the railroad 
retirement system, the Railroad Retirement Board is to certify 'to 
the Secretary of Health, Education, and Welfare, upon the Secretary's 
request, the name of any individual who has attained age 65 and­

(1) is entitled to an annuity or pension under the Railroad 
Retirement Act, or 

(2) would be entitled to an annuity under such act if he (or, in 
the case of a spouse, the spouse's husband or wife) had stopped 
working in employment covered under such act and applied for 
such annuity, or 

(3) bears a relationship to an employee which by reason of 
section 3(e) of such act (providing a minimum for the amounts 
of railroad retirement annuities which is based on the social 
security benefit formula) has been, or would be, taken into 
account in calculating the amount of the annuity of such em­
ployee or his survivors. 

The certification made by the Board to the Secretary of Health, 
Education, and Welfare is to include such additional information as 
may be necessary to carry out the hospital insurance benefit provisions, 
and will be effective on the date of certification or on such earlier date 
(not more than 1 year prior to the date of certification) as the Board 
specifies as the date on which the individual first met the requirements 
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for certification. The Board is to notify the Secretary of the date on 
which the individual no longer meets the requirements. 

Paragraph (2) of section 105(a) of the bill provides that, for purposes 
of section 21 of the Railroad Retirement Act of 1937 (and sees. 1840, 
1843, and 1870 of the Social Security Act), entitlement to an annuity 
or pension under the Railroad Retirement Act of 1937 is deemed to 
include entitlement under the Railroad Retirement Act of 1935. 

Section 105 (b) of the bill amends sections 3201, 3211, and 3221 (b) of 
the Railroad Retirement Tax Act (ch. 22 of the Internal Revenue 
Code of 1954), relating to the rate of tax on employees, on employee 
representatives, and on employers, respectively. The amendments 
change the references to section 3101 of the code in those sections to 
section 3101 (a) to conform to the amendment to section 3101 made by 
section 321(b) of the bill. A clarifying change is made in each such 
section by adding a specific reference to the rate of tax (2 // percent) 
provided under the Social Security Amendments of 1956. The 
amendments made by section 105(b) are effective with respect to 
compensation for services rendered after December 31, 1965. 

Section 105(c) of the bill contains a cross reference to section 326 
of the bill, which amends the Railroad Retirement Act of 1937 to 
preserve the existing relationship between the railroad retirement and 
old-age, survivors, and disability insurance systems. 

SECTION 106. MEDICAL EXPENSE DEDUCTION 

Section 106 of the bill as passed by the House consisted of five 
subsections. Section 106(a) of such bill revised section 213(a) of the 
Internal Revenue Code of 1954 (relating to allowance of deduction for 
medical expenses). Section 106(b) of such bill revised section 2 13(b) 
of the code (relating to the limitation with respect to medicine and 
drugs). Section 106(c) of such bill amended section 213(e) of the 
code (relating to definition of medical care). Section 106(d) of such 
bill revised section 213(g) of the code (which provides for an increased 
maximum limitation on the medical expense deduction if the taxpayer 
or his spouse has attained age 65 and is disabled). Section 106(e) 
of such bill provided an effective date for the amendments made by 
such section. 

Subsections (a) and (b) of section 106 of the bill as passed by the 
House have been deleted, and subsections (c), (d), and (e) of such 
section have been changed as hereafter mentioned. 

Definition of medical care 
Section 106(c) of the bill as passed by the House is renumbered 

as section 106(a). The renumbered section 106(a) of the bill strikes 
out paragraph (1) of section 213(e) of the code (which defines medical 
care to mean amounts paid (A) for the diagnosis, cure, mitigation, 
treatment, or prevention of disease or for the purpose of affecting 
any structure or function of the body. (including amounts paid for 
accident or health insurance), or (B) for transportation primarily for 
and essential to medical care described in (A)) and replaces it with 
new paragraphs (1), (2), and (3). The existing paragraph (2) is 
renumbered as paragraph (4). No change is made in the wording of 
the definition of medical care except as it relates to amounts paid for 
insurance. 
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Under the new paragraph (1), subparagraphs (A) and (B) are the 
same as existing law except for the elimination of the phrase "includ­
ing amounts paid for accident or health insurance." Under the new 
subparagraph (C), amounts paid for an insurance contract are in­
cluded within the definition of medical care only to the extent that 
the premiums are attributable to insurance covering medical care 
(as defined in subpars. (A) and (B) of sec. 213(e)(1)). In determining 
whether a contract constitutes an "insurance" contract, it is irrelevant 
whether the benefits are payable in cash or services. Under the new 
paragraph (1)(C), it is made clear that premiums paid under part B 
of title XVIII of the Social Security Act (relating to supplementary 
medical insurance for the aged) are amounts paid for insurance. 
Taxes paid under section 1401 (relating to tax on self-employment 
income) or under section 3101 (relating to tax on income of employ­
ees) of the Internal Revenue Code do not constitute amounts paid 
for insurance. 

New paragraph (2) of section 213(e) is revised to provide that if 
amounts are payable under an insurance contract for other than 
medical care (such as an indemnity for loss of income or for loss of 
life, limb, or sight) then no amount paid for such contract is to be 
treated as medical ca-re unless (1) either the contract or a separate 
written statement furnished to the policyholder specifies what part 
of the premium is attributable to insurance for medical care, and (2) 
the part of the premium specified as being so attributable is a reason­
able amount in relation to the total premium under the contract. 
Moreover, the amount to be treated as expenses for medical care in 
such a case is not to exceed the amount so specified. 
Certainprepaid insurance 

Under the new paragraph (3) added to section 21,3(e) of the code, 
subject to the limitations of the new paragraph (2), premiums paid 
during a taxable year by a taxpayer before he attains the age of 65 
for insurance covering medical care for the taxpayer, his spouse, 
or a dependent after the taxpayer attains the age of 65 are to be 
treated as expenses paid during the taxable year for insurance which 
constitutes medical care if premiums for such insurance are payable 
(on a level payment basis) under the contract­

(1) for a period of 10 years or more, or 
in(2) until the year in which the taxpayer attains age 65 (but 
inno case for a period of less than 5 years). 

Maximum limitation in certain cases 
Section 106(d) of the bill as passed by the House is renumbered as 

section 106(b). The renumbered section 106(b) of the bill amends 
section 2 13(g) of the code (which provides for an increased maximum 
limitation on the medical expense deduction allowable to a taxpayer
who has attained the age of 65 and is disabled or whose spouse has 
attained the age of 65 and is disabled) to eliminate the requirement of 
attaining age 65 so that the increased maximum limitation is applicable 
in any case where either the taxpayer or his spouse is disabled. 
Effective date 

Section 106(e) of the bill as passed by the House is renumbered as 
section 106(c). The renumbered section 106(c) provides that the 
amendments made by section 106 shall apply to taxable years begin­
ning after December 31, 1966. 



198 SOCIAL SECURITY AMENDMENTS OF 1965 

SECTION 107. RECEIPTS FOR EMPLOYEES MUST SHOW 
TAXES SEPARATELY 

Section 107 of the bill amends section 6051(c) of the Internal 
Revenue Code of 1954 to provide that the statement (form W-2) fur­
nished to an employee pursuant to section 6051 of the code must show 
the proportion of the amounts withheld as tax under section 310J 
which is for financing the cost of hospital insurance benefits under 
part A of title XVIII of the Social Security Act. 

SECTION 108. TECHNICAL AND ADMINISTRATIVE
 
AMENDMENTS RELATING TO TRUST FUNDS
 

Paragraph (1) of section 108 (a) of the bill amends section 201 (a) (3) 
of the Social Security Act to exclude the taxes imposed on employers 
and employees for hospital insurance under sections 3101(b) and 
3111(b) of the Internal Revenue Code of 1954, as amended by section 
321 of the bill, from the employer and employee taxes appropriated to 
the Federal old-age and survivors insurance trust fund. 

Paragraph (2) of section 108(a) of the bill amends section 201 (a) (4) 
of the act to exclude the taxes imposed on the self-employed for 
hospital insurance under section 1401(b).of the code, as amended by 
section 321 of the bill, from the self-employment taxes appropriated 
to the Federal old-age and survivors insurance trust fund. 

Paragraph (3) of section 108 (a) of the bill amends section 201 (g) (1) 
of the act, relating to payments from the trust funds to the Treasury 
as reimbursement for administrative costs of title II of the act and 
chapters 2 and 21 of the Internal Revenue Code of 1954. 

The new subparagraph (A) of section 201 (g) (1) provides for pay­
ment from any or all of the trust funds (which include for this pur­
pose the Federal old-age and survivors insurance trust fund, the 
Federal disability insurance trust fund, the Federal hospital insurance 
trust fund, and the Federal supplementary medical insurance trust 
fund) of the costs to the Department of Health, Education, and Wel­
fare of administering titles II and XVIII of the act and for adjust­
ments during, and after the close of, each fiscal year among the trust 
funds so that each fund bears its proportionate share of the costs of 
administering- titles II and XVIII. 

The new subparagraph (B) of section 201(g) (1) provides for pay­
ments from the trust funds to the Treasury to meet the estimated 
quarterly costs to the Treasury of the administration of titles II and 
XVIII of the act and of chapters 2 and 21 of the Internal Revenue 
Code of 1954. 

Paragraph (4) of section 108(a) of the bill amends section 201 (g) (2)
of the act to specify that in estimating the amount of employee taxes 
subject to refund the managing trustee of the old-age, survivors, and 
disability insurance trust funds shall consider only the taxes imposed 
for the support of the old-age and survivors insurance and disability 
insurance programs. (This provision conforms with the provisions
of the new section 1817 (f) of the act for estimating amounts of 
employee taxes imposed for the hospital insurance program that are 
subject to refund because of overpayment.) 

Paragraph (5) of section 108(a) of the bill amends section 201 (h) of 
the act to specify that payments made under the new section 226 of 
the act (relating toentitlement to hospital insurance benefits) are 
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not to be made from the Federal old-age and survivors insurance 
trust fund. 

Section 108(b) of the bill amends section 218(h)(1) of the act 
(relating to the depositing in the trust funds of amounts received by 
the Secretary of the Treasury under agreements for coverage of State 
and local government employees) to provide for proportionate deposits 
in the Federal hospital insurance trust fund as well as in the existing 
trust funds. 

Section 108(c) of the bill amends section 1106(b) of the act so that 
the two new insurance trust hinds established by the bill, like the old-
age, survivors, and disability insurance trust funds, may be reimbursed 
for costs of furnishing information (disclosure of which is authorized 
by regulations) or services to individuals or organizations. 

SECTION 109. ADVISORY COUNCIL ON SOCIAL SECURITY 

Section 109 of the bill replaces the existing provision for the appoint­
ment of Advisory Councils on Social Security Financing with a new 
provision for the appointment of Advisory Councils on Social Security. 

Section 109(a) of the bill adds a new section 706 to title VII of 
the Social Security Act to provide for the appointment by the Secre­
tary of Health, Education, and Welfare of an Advisory Council on 
Social Security in 1968 and every fifth year thereafter to review the 
status of the four named trust funds in relation to the long-term com­
mitments of the old-age, survivors, and disability insurance program, 
the hospital insurance program, and the supplementary medical in­
surance program and to review also the scope of coverage and the 
adequacy of benefits under, and all other aspects of, these programs, 
including their impact on the public assistance programs. Each 
Council is to consist of the Commissioner of Social Security, as chair­
man, and 12 members who will, to the extent possible, represent orga­
nizations of employers and employees in equal numbers, and self-
employed persons and the public. The Councils are authorized to 
engage technical assistance, including actuarial services, and the Secre­
tary is required to make available to the Council secretarial, clerical, 
and other assistance and such pertinent data prepared by the Depart­
ment of Health, Education, and Welfare as the Council might require. 
While serving on business of the Council, the members of the Council 
will receive compensation at rates fixed by the Secretary but not. 
exceeding $100 per day, and, while serving away from their homes or 
regular places of business, they will' be allowed travel expenses, in­
cluding per diem in lieu of subsistence. Each Council is to make 
reports of its findings and recommendations to the Secretary of Health, 
Education, and Welfare for transmission to the Congress and to the 
Board of Trustees of each of the four trust funds not later than 
January 1 of the second year after the year in which it was appointed, 
and then will cease to exist. Separate reports are required with 
respect to (1) the old-age, survivors, and disability insurance programn, 
(2) the hospital insurance program, and (3) the supplementary me~dical 
insurance program. 

Section 109(b) of the bill repeals section 116(e) of the Social Secui­
rity Amendments of 1956 (which is the section that now provides for 
the appointment by the Secretary in 1966 and exvery'fifth year there­
,after of an Advisory Council on Social Secarity Financing with func­
tions limited to review of the financing aspects of the program). 
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SECTION 110. MEANING OF TERM "SECRETARY" 

Section 110 of the bill provides that, as used inf the bill and in the 
provisions of the Social Security Act amended thereby, the term 
"Secretary" (unless the context otherwise requires) means the Secre­
tary of Health, Education, and Welfare. 

SECTION 111. ADMINISTRATION OF HOSPITAL IN9UR­
ANCE FOR THE AGED BY THE RAILROAD RETIRE­
MENT BOARD 

Sections 1 1 1(a) and 1 1 1(b) of the bill make necessary changes in the 
Social Security Act, the Federal Insurance Contributions Act, and the 
Health Insurance for the Aged Act required to conform to section 
21 of the Railroad Retirement Act of 1937 (as added by the bill) and 
the Railroad Retirement Tax Act. 

Section 111(a) (1) of the bill amends section 226(a) (2) of the Social
Security Act by deleting the language which lists "a qualified railroad 
retirement beneficiary" as. an individual entitled to hospital insurance 
benefits under part A of title XVIII. 

Section 111(a) (2) of the bill amends section 226(b) (2) of the act by
deleting the provisions specifying that an individual shall be deemed 
to be a qualified railroad retirement beneficiary for the month in 
which he died if he would have been a qualified railroad retirement 
beneficiary for such month had he died in the next month. 

Section 111(a) (3) of the bill repeals section 226(c) of ~the act which 
defines the term "qualified railroad retirement beneficiary," and
redesignates subsection (d) of such section 226 as subsection (c).

Section 111(a) (4) of the bill amends section 1811 of the act by
deleting the language which includes individuals entitled to benefits 
under the railroad retirement system as persons whose entitlement to 
hospital insurance benefits would be established by section 226 of 
such act, as added by the bill. 

Section 1 1 1(a) (5) of the bill amends subsections (a) (2) and (b) (2) of 
section 1813 of the act (containing provisions relating to deductibles
applicable to payments for outpatient hospital diagnostic services and 
relating to the determination of the amount of the inpatient hospital
deductible) by specifying that the provisions apply to individuals 
entitled to such benefits under the Railroad Retirement Act. 

Section 11l(a) (6) of the bill amends section 1817(g) of the act
relating to the periodic transfer to the Federal Hospital Insurance 
Trust Fund from the social security trust funds and the Railroad Re­
tirement Account of amounts certified as overpayments by the Secre­
tary pursuant to section 1870(b) of the act, as added by the bill, by
deleting the language providing for such transfers of funds from the 
Railroad Retirement Account to the Federal Hlospital Insurance Trust 
Fund. 

Section 111(a) (7) of the bill amends section 1841(f) of the act
relating to the periodic transfer to the Federal Supplementary Medical 
Insurance Trust Fund from the social security trust funds and the 
Railroad Retirement Account of amounts certified as overpayments
by the Secretary pursuant to section 1870(b) of the act, as added by
the bill, so that the amounts recovered under subsection (g) of section
21 of the Railroad Retirement Act of 1937, as added by the bill, shall 
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be transferred from the Railroad Retirement Account to the Federal 
Supplementary Medical Insurance Trust Fund. 

Section 111(a) (8) of the bill amends section 1870(b) of the act 
relating to the adjustment and recovery of overpayments to a pro­
vider of services or other persons for items or services furmished an 
individual, by deleting all references to the adjustment and recovery 
of such overpayments by decreasing payments under the railroad re­
tirement program.

Section 111(a) (9) of the bill amends section 1870(c) of the act re­
lating to the barring of adjustment or recovery of overpayments in 
the case of any person who is without fault, by deleting the language 
applying this provision to cases where such adjustment or recovery
would defeat the purposes of the Railroad Retirement Act. 

Section 111(a) (10) of the bill amends section 1874(a) of the act b 
specifying that the health insurance programs established by such 
title shall be administered by the Secretary, except as otherwise 
provided in title XVIII, by broadening the exception to include 
exceptions provided in the Railroad Retirement Act. 

Section 1 1 1(b) of the bill amends section 103(a) of the bill, providing 
entitlement to hospital insurance benefits for certain persons not 
benefici'aries under the social security or railroad retirement programs, 
to substitute references to the new section 21(b) of the Railroad 
Retirement Act for references to a qualified railroad retirement 
beneficiary.

Section 111(c) (1) of the bill amends section 21 of the Railroad 
Retirement Act of 1937 as added by section 105 of the bill. 

Subsection (a) of the new section 21 provides that the Railroad 
Retirement Board would have the same authority to make deter­
minations as to the rights to hospital insurance benefits of 'the specified 
categories of individuals described in subsection (b) as the Secretary
of Health, Education, and Welfare would have under section 226 of 
the Social Security Act with respect to individuals whose entitlement 
to hospital insurance benefits is determined under such section. The 
hospital insurance benefit provisions of part A of title XVIII of the 
Social Security Act would be applicable to individuals whose benefit 
rights are thus determined by the Railroad Retirement Board. Pay­
ments for services provided under the railroad retirement program
could also be made to hospitals in Canada. 

Subsection (b) of the new section 21 provides that an individual 
who has attained age 65 would be entitled to the same hospital
insurance benefits as are provided under part A of title XVIII of the 
Social Security Act if he­

(1) is entitled to an annuity under the Railroad Retirement 
Act, or 

(2) would be entitled to an annuity under such act if he (or, 
in the case of a spouse, the spouse's husband or wife) had stoppcd 
working in employment covered under such act and applied for 
such annuity, or 

(3) had been awarded a pension under section 6, or 
(4) bears a relationship to an employee which, by reason of 

section 3(e) of such act (providing a minimum for the amounts of 
railroad retirement annuities based on the social security benefit 
provisions), has been, or would be, taken into account in cal­

49-648 0-65---pt. 1-44 
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culating the amount of -the annuity of such employee or his 
survivors. 

Payments for the benefits provided would be made from the Railroad 
Retirement Account. Payments would be made for the cost of serv­
ices furnished in Canada only to the extent that such payments exceed 
the amount payable under the law in effect in the place iin Canada 
where such services are furnished. 

Subsection (c) of the new section 21 contains provisions to prevent
the duplication of payments where an individual is potentially en­
titled to hospital insurance benefits under both the social security
and railroad retirement programs, and provides that the Railroad 
Retirement Board and the Secretary of Health, Education, and 
Welfare are to jointly establish procedures for determining which 
program has jurisdiction in such cases. 

Subsection (d) of the new section 21 provides that any agreement
entered into by the Secretary of Health, Education, and Welfare 
pursuant to part A or part C of title XVIII of the Social Security
Act would also be entered into on behalf of the Railroad Retirement 
Board. However, the Railroad Retirement Board would have 
authority to enter into agreements with Canadian hospitals and 
hospitals devoted primarily to railroad employees, for the purpose of 
providing hospital insurance benefits for persons whose entitlement 
to such benefits is under section 21 of the Railroad Retirement Act. 

Subsection (e) of the new section 21 provides that a request for 
payment for services ifiled under such section would be deemed to be a 
request for payment for services filed at the same time under section 
226 and part A of title XVIII of the Social Security Act, and a request
for payment ifiled under section 226, and part A of title XVIII of the 
Social Security Act, would be deemed also to be a request for payment
for services ifiled at the same time under section 21 of the Railroad 
Retirement Act. 

Subsection (f) of the new section 21 provides that the Railroad 
Retirement Board and the Secretary of Health, Education, and Welfare 
shall furnish each other such information, records, and documents 
as may be considered necessary for the administration of section 21, or 
section 226 and part A of title XVIII of the Social Security Act. 

Subsection (g) of the new section 21 provides for the application of 
the provisions of section 1870 of the Social Security Act (on over­
payments on behalf of individuals) as added by the bill and of sec­
tion 9 of the Railroad Retirement Act (on erroneous payments) to 
payments made by the Railroad Retirement Board under section 21, 
or part B of title 18 of the Social Security Act, except that any recovery
of overpayments under part B of title XVIII of the Social Security
Act would be transferred to the Federal Supplementary Medical 
Insurance Trust Fund. 

Subsection (h) of the new section 21 provides that for purposes of 
the new section 21 (and secs. 1840, 1843, and 1870 of the Social Se­
curity Act as added by the bill, relating to health insurance benefits 
for the aged) entitlement to an annuity or pension under the Railroad 
Retirement Act of 1937 shall be deemed to include entitlement under 
the Railroad Retirement Act of 1935. 

Subsection (i) of the new section 21 authorizes appropriations to the 
Railroad Retirement Account to cover the costs of payments made 
from the account under section 21 in cases where the Railroad Retire­
ment Account is not reimbursed through the financial interchange pro­
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visions of section 5 (k) (2)(A) (iii) and where the individual on whose 
behalf the payment is made, but for his entitlements to such benefits 
under such section 21, would have been entitled to such benefits under 
section 103 of the Health Insurance for the Aged Act, title I of the bill 
(relating to eligibility of uninsured aged individual for hospital in­
surance benefits). 

Section 1 1 1(c) (2) of the bill amends section 5(k) (2) of the Railroad 
Retirement Act, providing for transfers of funds between the Railroad 
Retirement Account and the social security trust funds, by deleting
certain obsolete provisions of such section, and by applying the pro­
visions for fund transfers to hospital insurance benefits. The transfers 
of funds with respect to hospital insurance benefits would operate like 
the transfers under present law with respect to old-age, survivors, and 
disability insurance benefits; i.e., the transfers would place the Federal 
Hospital Insurance Trust Fund in the position it would have been in if 
railroad employment had been covered under social security since 
January 1, 1937, the date the social security program went into effect. 

Paragraphs (1), (2), and (3) of section 111(d) of the bill amend 
sections 3201,-321 1, and 3221 (b) of the Railroad Retirement Tax Act, 
as amended by the bill, relating respectively to the rate of tax on 
employees, employee representatives, and employers under the rail­
road retirement program, by providing for the taxation of railroad 
employment for hospital insurance benefit purposes under the Railroad 
Retirement Tax Act. 

Section 111 (d)(4) of the bill amends section 1401(b) of the Internal 
Revenue Code of 1954, relating to the rate of tax under the Self-
Employment Contributions Act, by deleting the language providing
for taxing railroad employee representatives, for purposes of the 
taxes of the hospital insurance benefits program, as self-employed 
persons.

Paragraphs (5) and (6) of section 111(d) of the bill amend sections 
3101(b) and 3111(b) of the Internal Revenue Code of 1954 by deleting
the language providing for the taxation of railroad employees, for 
purposes of the hospital insurance benefits tax, under the Federal 
Insurance Contributions Act. 

Section 111(e) of the bill provides that the amendments made by
section 111 of the bill would become effective on January 1, 1966, 
provided that as of October 1, 1965, the Railroad Retirement Tax 
Act provides that the maximum amount of monthly compensation
taxable under such act for the following January is to be an amount 
equal to or in excess of one-twelfth of the maximum wages which the 
Federal Insurance Contributions Act provides may be counted for 
the calendar year beginning January 1, 1966, or effective on January 1 
of any subsequent year if this requirement is met as of October 1 of 
the immediately preceding year. 

SECTION 112. ADDITIONAL UNDER SECRETARY AND 
ASSISTANT SECRETARIES OF HEALTH, EDUCATION, 
AND WELFARE 

Section 112 provides for three additional positions in the Depart­
ment of Health, Education, and Welfare, an Under Secretary and 
two Assistant Secretaries. 
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The additional Under Secretary provided for in this section shall 
perform such duties as the Secretary may prescribe and shall serve 
as Secretary during the absence or disability of the Secretary and the 
Under Secretary now provided for, in accordance with directives of 
the Secretary. The provisions of section 2 of Reorganization Plan 
No. 1 of 1953 (67 Stat. 631) shall be applicable to such additional 
Assistant Secretaries, and the rates of compensation of the additional 
Under Secretary and Assistant Secretaries shall be the same as those 
now provided for those offices. 

PART 2-GRANTS TO STATES FOR MEDICAL ASSISTANCE 

PROGRAMS 

SECTION 121. ESTABLISHMENT OF PROGRAMS 

Section 121(a) of the bill adds a new title XIX, providing grants to 
States for medical assistance programs, to the Social Security Act. 

TITLE XIX-GRANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAM 

SECTION 1901. APPROPRIATION 

Section 1901 authorizes the appropriation for each fiscal year of a 
sum sufficient to carry out the purposes of title XIX, in order to 
enable each State (as far as practicable under the conditions in such 
State) to furnish medical assistance on behalf of aged, blind, or 
permanently and totally disabled individuals and families with de­
pendent children, whose income and resources are insufficient to meet 
the costs of necessary medical services, and rehabilitation and other 
services to help such individuals and families attain or retain capability
for independence or self-care. The sums made available under this 
section are to be used for making payments to States which have 
submitted and had approved State plans for medical assistance. 
(Sec. 1903(a) provides that such payments are to be made beginning
with the quarter commencing January 1, 1966.) 

SECTION 1902. STATE PLANS FOR MEDICAL ASSISTANCE 

Section 1902 (a) sets forth the requirements with which a State plan
for medical assistance must comply in order to be approved by the 
Secretary of Health, Education, and Welfare and thereby qualify the 
State for payments under title XIX. To be approved, such-a State 
plan must­

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

(2) provide for financial participation by the State equal to 
not less than 40 per centum of the non-Federal share of the 
expenditures under the plan with respect to which Federal finan­
cial participation under section 1903 is authorized and, effective 
July 1, 1970, provide for State financial participation equal to all 

o uch non-Federal share; 
(3) provide for granting an opportunity for a fair hearin~ 

before the State agency to any individual whose claim for medical 
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assistance under the plan is denied or not acted upon with reason­
able promptness;

(4) provide methods of administration of the plan as found 
necessary by the Secretary for its proper and efficient operation;
these would include (A) methods relating to the establishment 
and maintenance of personnel standards on a merit basis, with
the Secretary being precluded from exercising any authority
in connection with the selection, tenure, or compensation of any
individual employe inaccordance with these methods, and (B)
provision for utilzation of professional medical personnel in the 
administration of the plan, and in supervision of such adminis­
tration where the plan is administered locally;

(5) provide that there be a single State agency to administer, 
or to supervise the administration of, the plan, except that eligi­
bility for medical assistance under the plan shall be determined 
by the State or local agency administering the approved plan of 
the State for old-age assistance or for aid to the aged, blind, or 
disabled; 

(6) provide that the State agency will make reports as required
by the Secretary, and will comply with provisions found necessary
by the Secretary to assure their correctness and verification;

(7) provide safeguards which restrict the use or disclosure of 
information concerning applicants or recipients to purposes di­
rectly connected with the plan's administration; 

(8) provide for affording all individuals who wish to do so an 
opportunity, to apply for medical assistance under the plan and 
for furnishing such assistance with reasonable promptness to all 
applicants who are eligible for assistnace under the plan;

(9) provide­
(A) for a State authority or authorities with responsibility 

to establish and maintain standards for private or public
institutions in which recipients of medical assistance under 
the plan may receive care or services; and 

(B) that, after June 30, 1967, the requirements under such 
standards shall include any such requirements in standards 
established by the Secretary relating to protection against
fire and other hazards to the health and safety of individuals 
in such institutions;

(10) provide for making medical assistance available to all 
individuals receiving old-age assistance, aid to families with 
dependent children, aid to the blind, aid to the permanently and 
totally disabled, and aid to the aged, blind, or disabled under the 
State's plans approved under titles I, IV, X, XIV, and XVI of 
the act; and­

(A) provide that (except as to care and services described 
in section 1905(a)(4) or 1905(a)(14)) the medical assistance 
made available to individuals receiving aid or assistance 
under any one of such plans­

(i) will not be less in amount, duration, or scope
than the medical assistance made available to individuals 
receiving aid or assistance under any other such plan;
and 

(ii) will not be less in amount, duration, or scope than 
the medical or remedial care and services made available 
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to individuals not receiving aid or assistance under any
such plan; and 

(B) if the plan under title XIX includes medical or remedial 
care and services for any group of individuals who are not 
recipients under any such plan and do not meet the State's 
income and resource requirements under the one of such 
plans which, as determined in accordance with standards 
prescribed by the Secretary, is appropriate, provide (except 
as to care and services described in section 1905(a) (4) or 
1905 (a) (14))­

(i) for making medical or remedial care and services 
available to all individuals who if needy would be eligible
for aid or assistance under any such plan and who have 
insufficient (as determined in accordance with compa­
rable standards) income and resources to meet the cost 
of necessary medical or remedial care and services, and 

(ii) that the medical or remedial care and services 
made available to all individuals who are not recipients 
under any such State plan wrnl be equal in amount,
duration, and scope;

(11) provide for entering into cooperative arrangements with 
the State agencies responsible for hea~lth and vocational rehabili­
tation services looking toward maximum utilization of these 
services in providing medical assistance under the plan; 

(12) provide that in determining blindness an examination 
will be made either by a physician skilled in diseases of the eye or 
by an optometrist, as the individual may select;

(13) provide for inclusion of some institutional and some non­
institutional care and services and, as of July 1, 1967, for the in­
clusion of at least the items of care and services listed in clauses (1)
through (5) of section 1905(a); and for the payment of the reason­
able cost (as determined in accordance with standards approved by
the Secretary and included in the plan) of inpatient hospital 
services provided under the plan;

(14) provide that­
(A) no deduction, cost sharing, or similar charge will be 

imposed on any individual with respect to ini-patient hospital
services furnished him under the plan, and 

(B) any deduction, cost sharing, or similar charge imposed 
as to any other care or services furnished him thereunder, 
and any enrollment fee, premium, or similar charge imposed
under the plan, will be reasonably related (as determined in 
accordance with standards approved by the Secretary and 
included in the plan) to the recipient's income or to his income 
and resources; 

(15) in the case of eligible individuals 65 years of age or older 
covered by either or both of the insurance Frograms (hospital
insurance benefits for the aged, an supementary medical 
insurance benefits for the aged) established by the bill, provide­

(A) for meeting the full cost of any deductible imposed
with respect to any such individual under such hospital
insurance benefits program; and 

(B) where, under the plan, all of a deductible, cost sharing, 
or similar charge imposed with respect to any such individual 
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under such supplementary medical insurance benefits program
is not met, the portion which is met shall be determined on a 
basis reasonably related (as determined in accordance with 
standards approved by the Secretary and included in the 
plan) to such individual's income or to his income and 
resources; 

(16) include, to the extent required by regulations of the Secre­
tary provisions (conforming to such regulations) regarding the 
furnishing of medical assistance to eligible residents who are 
absent from the State; 

(17) include reasonable standards, comparable for all groups,
for determining eligibility for and the extent of medical assistance 
under the plan, which standards­

(A) are consistent with the objectives of title XIX, 
(B) provide for taking into account only such income and 

resources as are, as determined in accordance with standards 
prescribed by the Secretary, available to..the applicant or re­
cipient and (in the case of any applicant or recipient who if 
he met the State's need requirements would be eligible for 
aid or assistance in the form of money payments under the 
State's plan approved under title I, IV, X, XIV, or XVI) as 
would not be disregarded (or set aside for future needs) in 
determining his eligibility for and the amount of aid or 
assistance under such plan, 

(C) provide for reasonable evaluation of any such income 
or resources, and 

(D) do. not take into account the financial responsibility
of any individual for any applicant or recipient unless such 
applicant or recipient is the individual's spouse or is his 
chil who is under age 21 or, if the child is age 21 or over, is 
blind or permanently and totally disabled; and provide for 
flexibility in the application of such standards with respect 
to income by taking into account, except to the extent pre­
scribed by the Secretary, the costs (whether in the form of 
insurance premiums or otherwise) incurred for medical care 
or any other type of remedial care recognized under State 
law ; 

(18) provide that property liens will not be imposed, on account 
of medical assistance provided under the plan, during a recipent's
lifetime (except pursuant to a judgment of a court on account of 
benefits incorrectly paid), and preclude adjustments or recovery
of medical assistance correctly paid except from the estate of a 
recipient who was at least age 65 when he received such assistance, 
and then only after the death of his surviving spouse and at a 
time when he has no surviving child who is under 21, blind, or 
permanently and totally disabled; 

(19) provide safeguards necessary to assure that eligibility for 
care and services under the plan will be determined and such care 
and services will be provided in a manner consistent with sim­
plicity of administration and the best interests of the recipients;

(20) if the State plan includes medical assistance in behal of 
individuals 65 years or older who are patients in institutions for 
mental diseases­

(A) provide for agreements or other arrangements, with 
State authorities concerned with mental diseases and, where 
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appropriate, with such institutions, necessary for carrying 
out the State plan. These will include arrangements for 
joint planning and for development of alternate methoils of 
care, for assuring immediate readmittance to institutions 
where needed for individuals under alternate plans of care, 
for providing for access to patients and facilities, and for 
submitting information and reports;

(B) provide for an individual plan for each such patient 
to assure that the institutional care provided is in his best 
interests, including assurances of initial and periodic review 
of his medical and other needs, of his receiving appropriate
medical treatment within the institution, and of periodic 
determination of his need for continued institutional care; 

(C) provide for the development of alternate plans of care 
with maximum utilization of available resources for recipients
65 years of age or older who would otherwise need care in 
such institutions, including appropriate medical treatment 
and other aid or assistance; for services to help such recipients
and patients attain or retain capability for self-care or other 
services to prevent or reduce dependency which are appro­
priate; and for methods of administration necessary to 
assure that the State plan with respect to these recipients and 
patients will be effectively carried out; and 

(D) provide methods of determining -the reasonable cost 
of institutional care for such patients; 

(21) if the State plan includes medical assistance in behalf of 
individuals 65 years or older who are patients in public institutions 
for mental diseases, show that the State is making satisfactory 
progress toward a comprehensive mental health program; and 

(22) describe (A) the kinds, numbers, *and responsibilities of 
professional medical personnel and supporting staff used in the 
administration of the plan, (B) the standards used by State 
standard-setting authorities for institutions in which medical 
assistance recipients may receive care or services, (C) cooperative 
arrangements with State health and vocational rehabilitation 
agencies for maximum utilization and coordination of medical 
assistance with their services, and (D) other State standards and 
methods used to assure that medical or remedial care and services 
to medical assistance recipients are of high quality. 

Section 1902(a) also provides that, notwithstanding the requirement
in paragraph (5) above, any State which (on January 1, 1965, and on 
the date it submits its plan under title XIX) administers or supervises
its program for the blind under title X (or under title XVI, insofar as 
it relates to the blind) through a State agency other than the State 
agency that administers or supervises its title I plan (or title XVI 
plan, insofar as it relates to the aged) will be permitted, upon coming
under title XIX, to retain such separate blind program agency to 
administer or supervise (as a separate State plan, except for purposes
of paragraph (10) above) the portion of the approved plan for medical 
assistance under title XIX which relates to blind individuals. 

Section 1902(b) requires the Secretary of Health, Education, and 
Welfare to approve any plan which fulfills the conditions specified 
in section 1902(a), except that he is not to approve any plan which 
imposes as a condition of eligibility for medical assistance under the 
plan­
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(1) an age requirement of more than 65 years; or 
(2) effective July 1, 1967, any age requirement which excludes 

any individual who has not attained the age of 21 and who meets 
the definition of a dependent child under title IV of the act 
disregarding the provisions of section 406(a) (2); or 

(3) any residence requirement which excludes any individual 
residing in the State; or 

(4) any citizenship requirement which excludes any citizen 
of the United States. 

Section 1902(c) requires the Secretary, notwithstanding the fact 
that a State plan is otherwise a pprovable, nottto approve such plan 
if he determines that its approval and operation will result in a reduc­
tion in aid or assistance (other than so much as is provided under the 
approved title XIX plan) provided for eligible individuals under the 
State's plan approved under title I, IV, X, XIV, or XVI. 

SECTION 1903. PAYMENT TO STATES 

Section 1903(a) provides for making Federal payments to States 
with respect to expenditures for programs of medical assistance under 
approved plans. Except as otherwise provided in section 1903 and in 
section 11 17 (as added to title XI of the Social Security Act by sec. 405 
of the bill), the Secretary will pay each State with an approved plan 
for medical assistance, for each quarter, beginning with the quarter 
commencing January 1, 1966­

(1) an amount equal to the Federal medical assistance per­
centage (as defined in sec. 1905(b)) of the total medical assistance 
expenditures during the quarter, including in such expenditures 
premiums under part B of title XVIII (relating to supplementary 
medical insurance benefits for the aged) for recipients for money 
payments under title I, IV, X, XIV, or XVI, and other insurance 
premiums for medical or remedial care or the cost of such care; 
plus 

(2) an amount equal to 75 percent of the amounts expended 
during the quarter for administrative costs attributable to com­
pensation or training of skilled professional medical personnel 
and directly supporting staff of the State agency or local agency

adinistering the pa;pu 
(3) one-half of the remaining administrative expenses. 

Section 1903(b) provides that, notwithstanding the provisions of 
section 1903(a), the amount of the Federal payment for any quarter 
attributable to expenditures with respect to individuals 65 years of 
age or older who are patients in institutions for mental diseases is to 
be paid only to the extent that total expenditures from Federal, 
State, and local funds for mental health services under State and 
local public health and public welfare programs for the quarter are 
shown to the satisfaction of the Secretary to exceed the average of 
the total expenditures for these services for each quarter of the fiscal 
year ending June 30, 1965. The expenditures for these services for 
each quarter in the fiscal year ending June 30, 1965, are to be deter­
mined on the basis of the latest data, satisfactory to the Secretary, 
available to him at the time of the first determination under section 
1903(b); and expenditures for any quarter beginning after Decem­
ber 31, 1965, are to be determined on the basis of the latest data, 
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satisfactory to the Secretary, available to him at the time of the 
determination for such State for such quarter. For the purposes of 
section 1903(b), such determinations will be. conclusive. 

Section 1903(c) provides that if the Secretary finds, on the basis of 
satisfactory information submitted by a State, that its Federal medi­
cal assistance percentage applicable to any quarter during the period 
January 1, 1966, through June 30, 1969, is less than 105 percent
of the Federal share of the State's medical expenditures during the 
fiscal year ending June 30, 1965, then its Federal medical assistance 
percentage will be 105 percent of such Federal share instead of the 
percentage determined under section 1905(b). Such adjusted per-. 
centage will be applicable for such quarter and each subsequent 
quarter mn such period prior to the first quarter as to which such 
finding is not applicable.

For the above purposes, such Federal share means the percentage 
which the excess of­

(A) the total of the amounts of the Federal shares (determined
under the applicable formulas of the public assistance titles of 
the act) of the State's expenditures for aid or assistance in any 
form during fiscal year 1965 under its plans approved under 
titles I, IV, X, XIV, and XVI over 

(B) the total of the Federal shares determined under such 
formulas with resjiect to its expeditures of aid or assistance 
during such year, excluding aid or assistance in the form of 
medical or remedial care, 

is of the total of-aid or -assistance expenditures in the form of medical 
or remedial care -undersuch plans during such year.

Section 1903(d) provides procedures for paying to a State the 
amounts to which it is entitled under the preceding pro-visions of 
section 1903. These are, with appropriate modifications, similar to 
those under the existing public assistance titles of the act. 

Section 1903(e) provides that payments under the preceding pro­
visions of section 1903 are not to be made unless the State makes a 
satisfactory showing that it is making efforts toward broadening the 
scope of the care and services available under its plan and toward 
liberalizing the eligibility requirements for medical assistance, looking
toward providing, on or before the first day of the calendar quarter 
following the 40-calendar quarter period that began with the first 
calendar quarter for which the plan is effective, comprehensive care 
and services to substantially all individuals who meet the plan's eligi­
bility requirements with respect to income and resources, including
services to help such individuals to attain independence or self-care. 

SECTION 1904. OPERATION OF STATE PLANS 

Section 1904 provides for withholding of Federal payments to a 
State if the Secretary finds, after reasonable notice and opportunity 
for hearing to the State agency having responsibility for the plan, that 
the approved plan has been so changed that it no longer complies 
with the provisions of section 1902 or that in the administration of the 
plan there is failure to comply substantially with any such provision. 
Until the Secretary is satisfied that there is no longer any failure to 
comply, he will make no further payments to the State or in his 
discretion will limit payments to categories under or parts of the plan 
not affected by such failure. 
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SECTION 1905. DEFINITIONS 

Section 1905(a) defines the term "medical assistance" to mean 
payment of part or all of the cost of the following care and services 
(if provided in or after the third month before the month the recipient
makes application) for individuals who are under the age of 21 and 
who except for section 406(a) (2) are (or would, if needy, be) dependent
children as defined under title IV, or who are relatives specified in 
section 406(b) (1) with whom such children are living, or who are 65 
years of age or older, are blind, or are 18 years of age or older and 
permanently and totally disabled, but whose income and resources 
are insufficient to meet all of such cost­

(1) in-patient hospital services (other than services in an 
institution for tuberculosis or mental diseases);

(2) out-patient hospital services; 
(3) other laboratory and X-ray services; 
(4) skilled nursing home services (other than services in an 

institution for tuberculosis or mental diseases) for individuals 
age 21 or over and dental services for individuals under age 21; 

(5) physicians' services, whether furnished in the office, the 
patient's home, a hospital, a skilled nursing home, or elsewhere; 

(6) medical care, or any other type of remedial care recognized
under State law, furnished by licensed practitioners within the 
scope of their practice as defined by State law; 

(7) home health care services; 
(8) piate duty nursing services;
(9) clinic services; 
(10) skilled nursing home services and dental services for other 

individuals; 
(11) physical therapy and related services; 
(12) prescribed drugs, dentures, and prosthetic devices; and 

eyeglasses prescribed by a physician skilled in diseases of the eye 
or by an optometrist, whichever the individual may select; 

(13) other diagnostic, screening, preventive, and rehabilitative 
services; 

(14) in-patient hospital services and skilled nursing home 
services in an institution for tuberculosis or mental diseases; and 

(15) any other medical care, and any other type of remedial 
care recognized under State law, specified by the Secretary;

but the term does not include­
(A) payments with respect to care or services for an individual 

who is an inmate of a public institution (except as a patient in 
a medical institution); or 

(B) payments with respect to care or services for any indi­
vidual who has not attained 65 years of age and who is a patient
in an institution for tuberculosis of mental diseases. 

Section 1905(b) defines the term "Federal medical assistance per­
centage." Such percentage for a State is 100 percent minus the 
*percentage which bears the same ratio to 45 percent as the square
of the per capita income of such State bears to the square of the per
capita income of the 50 States and the District of Columbia. Such 
percentage is in no case less than 50 percent or more than 83 percent, 
except that for Puerto Rico, the Virgin Islands, and Guam. it is set 
at 55 percent. Determination and promulgation by the Secretary of 
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the Federal medical assistance percentage will be in accordance with 
the provisions of section 1101(a) (8) (B) of thn act, except that such 
promulgation will be made as soon as possible after enactment of the 
bill and it will be conclusive for each of the 6 quarters in the period 
January 1, 1966, through June 30, 1967. 

Section 121 (b) of the bill provides that no payment may be made to 
any State under title I, IV, X, XIV, or XVI of the Social Security
Act for aid or assistance in the form of medical or any~other type of 
remedial care for any period for which such State receives payments
under title XIX (as added to such act by sec. 121(a) of the bill), or 
for any period thereafter. 

Paragraph (1) of section 121 (c) of the bill (effective January 1,1966)
amends section 1101(a) (1) of the act to make a necessary conforming 
change.

Paragraph (2) of section 121(c). of the bill amends section 1109 of 
the act to provide that any amount which is disregarded (or set aside 
for future needs) in determining eligibility of and amount of the aid 
or assistance for an individual under a State plan approved under 
title I, IV, X, XIV, XVI, or XIX of the act is not to be taken into 
consideration in determining the eligibility of and amount of aid or 
assistance for any other 'individual under a State plan approved under 
any other of such titles. 

Paragraph (3) of section 121(c) of the bill (effective January 1, 1966)
amends section 11 15 of the act to make necessary conforming changes. 

SECTION 122. PAYMENT BY STATES OF PREMIUMS FOR 
SUPPLEMENTARY MEDICAL INSURANCE 

Section 122 of the bill amends sections 3(a)., 403(a), 1003(a),
1403(a), and 1603(a) of the Social Security Act to authorize Federal 
financial participation in expenditures by a State under its approved 
plans under the respective public assistance titles of such act for 
premiums paid for supplementrymedical insurance benefits for the 
aged (the insurance program une part B of title XVIII of the Social 
Security Act, as added by the bill) for individuals who receive money 
payments under any such title. 

TITLE II-OTHER AMENDMENTS RELATING TO 
HEALTH CARE 

PART 1-MATERNAL AND CHILD HEALTH AND CRIPPLED
 

CHILDREN'S SERVICES
 

SECTION 201. INCREASE IN MATERNAL AND CHILD 
HEALTH SERVICES 

Section 201(a) of the bill amends section 501 of the Social Security
Act to increase the authorization of appropriations for grants to the 
States for maternal and child health services under part 1 of title V 
of such act to $45 million for the fiscal year ending June 30, 1966; 
$50 million for the fiscal year ending June 30, 1967; $55 million each 
for the fiscal years ending June 30, 1968 and 1969; and $60 million for 
the fiscal year ending June 30, 1970, and for each fiscal year there­
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after. Under existing law the authorized appropriation is $40 million 
each for the fiscal years ending June 30, 1966 and 1967, $45 million 
each for the fiscal years ending June 30, 1968 and 1969, and $50 
million for the fiscal year ending June 30, 1970, and for each year 
thereafter. 

Section 201(b) of the bill amends section 504 of the act by adding 
a new subsection (d) which makes payments to States after June 30, 
1966, contingent upon a satisfactory showing that the State is extend­

igthe provision of maternal and child health services in the State 
with a view to making such services available to children in all parts 
of the State by July 1, 1975. 

SECTION 202. INCREASE IN CRIPPLED CHILDREN'S 
SERVICES 

Section 202(a) of the bill amends section 511 of the Social Security 
Act to increase the authorization of appropriations for grants to the 
States for crippled children's services under part 2 of title V of such 
act to $45 million for the fiscal year ending June 30, 1966; $50 million 
for the fiscal year ending June 30, 1967; $55. million each for the fiscal 
years ending June 30, 1968 and 1969; and $60 million for the fiscal 
year ending June 30, 1970., and for each fiscal year thereafter. Under 
existing law the authorized appropriation is $40 million each for the 
fiscal years ending June 30, 1966 and 1967, $45 million for the fiscal 
years ending June 30, 1968 and 1969, and $50 million for the fiscal 
year ending June 30, 1970, and for each fiscal year thereafter. 

Section 202(b) of the bill amends section 514 of the act by adding 
a new subsection (d) which makes patyments to States after June 30, 
1966, contingent upon a satisfactory shbowing that the State is extend­
ing the provision of crippled children's services in the State with a 
view to making such services available to children in all parts of the 
State by July 1, 1975. 

SECTION 203. TRAINING OF PROFESSIONAL PERSONNEL 
FOR THE CARE' OF CRIPPLED CHILDREN 

Section 203 of the bill amends part 2 of title V of the Social Security 
Act by adding a new section 516 which authorizes grants to publlc or 
other nonprofit institutions of higher learning for training professional 
personnel for health and related care of crippled children, particularly 
mentally retarded children and children with multiple handicaps. 
Authorizations for appropriations are $5 million for the fiscal year 
ending June 30, 1967, $10 million for the fiscal year ending June 30, 
1968, and $17.5 million for each fiscal year thereafter. 

SECTION 204. PAYMENT FOR INPATIENT HOSPITAL 
SERVICES 

Section 204(a) of the bill amends section 503 (a) of the Social 
Security Act to require a State plan for maternal and child health 
services to provide, effective July 1, 1967, for payment of the reason­
able cost (as determined in accordance with standards approved by 
the Secretary and included in the plan) of inpatient hospital services 
provided under the plan. 
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Section 204(b) of the bill amends section 513(a) of the act to 
reuie a State plan for services for crippled children to provide, 

refective July 1, 1967, for payment of the reasonable cost (as deter­
mined in accordance with standards approved by the Secretary and 
included in the plan) of inpatient hospital services provided under 
the plan. 

SECTION 205. SPECIAL PROJECT GRANTS FOR HEALTH 
OF SCHOOL AND PRESCHOOL CHILDREN 

Section 205 of the bill amends part 4 of title V of the Social Security
Act by inserting a new section to provide special project grants to 
promote the health of school and preschool children. In conforming
changes the heading of part 4 is revised accordingly and section 532 is 
redesignated section 533. 

The new section 532 (a) authorizes appropritions of $15 million 
for the fiscal year ending June 30, 1966, $35 millon for the fiscal' year
ending June 30, 1967, $45 million for the fiscal year ending June 30, 
1968, $50 million for the fiscal year ending June 30, 1969, and $55 
million for the fiscal year ending June 30, 1970, for special project 
grants in order to promote the health of children and youth of school 
and preschool age, particularly in areas with concentrations of low-
income families. Section 532(b) authorizes the Secretary to make 
grants to a State health agency and (with the consent of such agency) 
to the health agency of any political subdivision of the State, to the 
State agency administering or supervising the administration of the 
cripled children's program under part 2q title V of the Social Security

Act, to any school of medicine (with appropriate participation by 
a school of dentistry), and to any teaching hospital affiliated with 
such a school, to pay not to exceed 75 percent of the cost of -projects
of a comprehensive nature for health care and services for children 
and youth of school age or for preschool children (to help them 
prepare to start school). Projects for children and youth of school 
age must include such screening, diagnosis, preventive services, 
treatment, correction of defects, and aftercare, both medical and 
dental, as may be provided for in regulations of the Secretary. Treat­
ment, correction of defects, and aftercare are to be available under the 
projects only to children who would not otherwise receive them because 
they are from low-income families or for other reasons beyond their 
control. Projects must provide for coordination of the health care 
and services provided under them with, and for utilization of, other 
State or local health, welfare, and education programs for children, and 
for payment of the reasonable cost of inpatient hospital services. 

Section 532(c) authorizes the Secretary to make grants to a State 
health, mental health, or public welfare agency, and with the consent 
of the appropriate State agency to the health, mental health, or public 
welfare agency of any political subdivision of the State and to any
public or nonprofit private agency or institution to pay not to exceed 
75 percent of the cost of projects providing for the identification, with 
a view to providing as early as possible, care and treatment of children 
who are or are' ina rofbcmn emotionally disturbed, including
the followup ofcide receingsc care or treatment. Projects 
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must provide for coordination of the care and treatment provided
under it with, and utilization (to the extent feasible) of community
mental health centers and other State or local agencies engaged in 
health, welfare, or education programs or activities for such children. 

The new section 532(d) providYes for payment of the grants under 
section 532 in advance or by way of reimbursement, in such install­
ments and on such conditions as the Secretary determuines. 

SECTION 206. EVALUATION AND REPORT 

Section 206 of the bill requires the Secretary to submit to the 
President for transmission to the Congress before July 1, 1969, a full 
report of the administration of section 532 of the Social Security Act 
(special project grants for health of school and preschool children)
together with an evaluation of the program and recommendations as 
to continuation of and modifications in the program. 

SECTION 207. INCREASE IN CHILD WELFARE SERVICES 

Section 207 amends section 521 of the Social Security Act to increase 
the authorization of appropriations for grants to the States for child 
welfare services under part 3 of title V of such act to $45 million for 
the fiscal year ending June 30, 1966, $50 million for the fiscal year
ending June 30, 1967, $55 million each for the fiscal years ending
June 30, 1968 and 1969, and $60 million for the fiscal year ending 
June 30, 1970, and for each year thereafter. 

SECTION 208. DAY CARE SERVICES 

Section 208(a) amends title V, part 3 of the Social Security Act by 
striking out section 527. 

Section 208(b) amends section 522 of the Social Security Act. to 
provide that the Secretary shall allot to each State for use by the 
cooperating State public welfare agency which has a plan developed
jointly by the State agency and the Secretary $70,000 and an amount 
which bears the same ratio to the remainder of the sum so appro­
priated as the product of (1) the population of the State under 21 and 
(2) the allotment percentage of the State (as determined under sec. 
524) bears to the sum of the corresponding products of all the States. 

Section 208(c) amends subparagraph B, section 523(a) (1) of the 
Social Security Act by adding a new clause (V) providing that day 
care under the plan will be provided only in facilities (including
private homes) which are licensed by the State or approved as meeting
the standards established for licensing by the responsible State 
agency.

Section 208(d) provides that the amendments made by section 208 
apply to appropriations for the fiscal years beginning after June 30,
1965, and inserts the word "each" after $60 million in section 201 (a)
which amends the first sentence of section 501 of the Social Security
Act and after $60 million in section 202(a) which amends the first 
sentence of section 511 of the Social Security Act. 
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PART 2. IMPLEMENTATION OF MENTAL RETARDATION
 
PLANNING
 

SECTION 211. AUTHORIZATION OF APPROPRIATIONS 

Section 21 1(a) of the bill amends section 1701 of the Social Security
Act to authorize appropriations for assisting States in initiating the 
implementation adcarrying out of planning and other steps to combat 
mental retardation. The amounts authorized to be appropriated are 
$2,750,000 for the fiscal year ending June 30, 1966, and $2,750,000 
for the fiscal year ending June 30, 1967. 

Section 211 (b) of the bill amends section 1702 of the act to provide 
that the sums appropriated pursuant to section 1701 for the fiscal year 
ending June 30, 1966, are to be available for grants during that fiscal 
year and the two immediately succeeding fiscal years, and that the sums 
apprprated for the fiscal year ending June 30, 1967, are to be avail­
ablerfolor such grants during that fiscal year and the immediately
succeeding fiscal year. 

PART 3-PUB3LIc ASSISTANCE AMENDMENTS RELATING TO 
HEALTH CARE 

SECTION 221. REMOVAL OF LIMITATIONS ON FEDERAL 
PARTICIPATION IN ASSISTANCE TO INDIVIDUALS 
WITH TUBERCULOSIS OR MENTAL DISEASE 

Paragraphs (1) and (2) of section 221(a) of the bill, and paragraphs 
(1) and (2) of section 221(d), amend the definitions of the terms 
"1old-age assistance," "aid to the aged, blind, or disabled" (insofar 
as it relates to the aged), and "medical assistance for the aged," as 
those terms appear in titles I and XVI of the Social Security Act. 
These amendments remove the limitations on Federal participation 
in aid or assistance to aged individuals who are patients in institutions 
for tuberculosis or mental diseases or who are patients in medical 
institutions as a result of a diagnosis of tuberculosis or psychosis. 

Section 221 (b) and (c) of the bill, and paragraph (1) of section 
221(d), amend the definitions of the terms "aid to the blind, "..aid 
to the permanently and totally disabled," and "aid to the aged, 
blind, or disabled" (insofar as it relates to the blind or disabled), as 
those terms appear in titles X, XIV and XVI, respectively, of the 
Social Security Act so as to remove the existing limitations in'those 
titles on Federal sharing in aid to individuals who are patients in 
medical institutions as a result of a diagnosis of tuberculosis or psy­
chosis. Federal financial participation would remain unavailable 
with respect to payments to or care in behalf of blind or disabled 
individuals who are patients in an institution for tuberculosis or 
mental diseases under such titles X and XIV, and under such title 
XVI in the case of individuals under age 65. 

Paragraph (3) of section 221 (a) of the bill, and paragraph (3) of 
section 221(d), amend sections 2(a) and 1602(a), respectively, of the 
Social Security Act to add new plan requirements for a State which 
elects to include assistance in its State plan under title I (or aid or 
assistance in its State plan under title XVI, insofar as such aid relates 
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to the aged) to or in behalf of individuals who are patients in mental 
institutions. Such plan requirements are the same as those set forth 
in section 1902(a) (20) and (21) of title XIX as added to the Social 
Security Act by section 121(a) of the bill. 

Paragraph (4) of section 221 (a) of the bill, and paragraph (4) of 
section 221(d), add provisions to sections 3 and 1603, respectively, 
of the Social Security Act comparable to the provision set forth in 
section 1903(b) of title XIX (as added by sec. 121(a) of the bill). 
These provisions make the Federal share in State expenditures with 
respect to aged patients in institutions for mental diseases contingent 
upon a comparable increase in total expenditures in the State for 
mental health services. 

Section 221(e) of the bill provides that the amendments made by 
the preceding provisions of section 221 will apply to expenditures 
made after December 31, 1965, under a State plan approved under 
title I, X, XIV, or XVI of the Social Security Act. 

SECTION 222. 	 AMENDMENT TO DEFINITION OF MEDICAL 
ASSISTANCE FOR THE AGED 

Sections 222(a) and 222(b) of the bill amend sections 6(b) and 
1605(b), respectively, of the Social Security Act, to permit Federal 
sharing in State expenditures for medical assistance for the aged in 
the case of individuals who also received old-age assistance or aid to 
the aged, blind, or disabled in the month of their admittance to or 
discharge from a medical institution. 

Section 222 (c) of the bill provides that these amendments will apply 
to expenditures under a State plan approved under title I or XVI of 
the act with respect to care and services provided under such plan 
after June 1965. 

PART 4-MISCELLANEous AMENDMENTS RELATING TO
 
HEALTH CARE
 

SECTION 231. HEALTH STUDY OF RESOURCES RELAT­
ING TO CHILDREN'S EMOTIONAL ILLNESS 

Section 231 (a) authorizes the Secretary, upon the recommendation 
of the National Advisory Mental Health Council and after securing 
the advice of experts in pediatrics and child welfare, to make grants 
for research into and study of resources, methods and practices for 
diagnosing or preventing mental illness in children and of treating, 
caring for, and rehabilitating children with emotional illness. 

Section 231(b) provides that grants may be made to one or more 
organizations on condition that such organizations agree to undertake 
and conduct a coordinated program of research into and study of all 
aspects of the resources, methods, and practices for diagnosing or 
preventing emotional illness in children and of treating, caring for, 
and rehabilitating children with emotional illness. 

Section 231(c) defines organization as a nongovernmental agency, 
organization, or commission, composed of representatives of leading 
national medical, welfare, educational, and other professional asso­
ciations, organizations, or agencies active in the field of mental health 
of children. 
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Section 231(d) authorizes an appropriation of $500,000 each year
forthefisalyears ending June 30, 1966, and June 30, 1967 for the 

grrants, authorized by section 231(a); provides that the terms of the 
grant stipulate that the research be completed no later than 2 years 
after it is inaugurated and for the filing of annual grant reports. 

TITLE III-SOCIAL SECURITY AMENDMENTS 

Section 300 of the bill provides that title III of the bill may be cited 
as the "Old-Age, Survivors, and Disability Insurance Amendments 
of 1965." 

SECTION 301. INCREASE IN OLD-AGE, SURVIVORS, AND 
DISABILITY INSURANCE BENEFITS 

Section 301 of the bill provides for a revised -benefit table to effectu­
ate a 7-percent benefit -increase and new maximum benefit amounts. 
Primar~yinsurance amount 

Section 301(a) of the bill amends section 215 of the Social Security 
Act to substitute for the present benefit table a new table. The new 
table effectuates the increase for people who were on the benefit 
rolls in any month after December 1964 and provides benefit amounts 
higher than those under present law for people who come on the 
benefit rolls in and after the month in which the bill is enacted. 
The new primary insurance amounts, shown in column IV of the table, 
represent an increase of 7 percent over the primary insurance amounts 
provided in present law for average monthly wages of $400 or less with 
a minimum increase of $4. (The primary insurance amount is the 
amount payable to a worker who retires at or after age 65 or to a 
disabled worker, and it is also the amount from which all other benefits 
are determined.) 

An approximation of the benefits shown in the new benefit table 
can be arrived at by taking 62.97 percent of the first $110 of the 
average monthly wage, plus 22.9 percent of the next $290, plus 21.4 
percent of the next $150. Benefits in the present table approximate 
58.85 percent of the first $110 of average wage plus 21.4 percent of 
the next $290. 

The primary insurance amounts provided by the revised table range
from a minimum of $44 for people whose average monthly wage is $67 
or less to a maximum of $168 for people who have the average monthly 
wage of $550 that will become possible in the future with the $6,600 
contribution and benefit base which the bill (in see. 320) provides. 
The primary insurance amounts of retired workers who are nowv on the 
benefit rolls are raised from $40 to $44 at the minimum and from 
$127 to $135.90 at the maximum. 

Under the revised benefit table, the total monthly amount of benefits 
payable to a family on the basis of a single earnings record will be 
determined on the basis of a new formula. The maximum family
benefit in present law (shown in col. V of the benefit table) is the 
smaller of 80 percent of the average monthly wage or $254-twice the 
mamimumi primary insurance amount of $127-but it does not operate 
to reduce the family benefits to less than 1%times the pruimary insur­
ance amount. The $254 amount applies over a rather wide range of 
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average monthly wage levels, so that the maximum family benefit is 
not wage-related at average monthly wage levels above $317. The 
formula used to determine the new maximum family benefit amounts 
(these amounts are shown in col. V of the benefit table in the bill) is 
80 percent of the average monthly wage up to the point. at which the 
average monthly wage amount is two-thirds of the maximum possible 
average monthly wage specified in the law, plus 40 percent of the 
remainder of the average monthly wage. This formula produces, at 
the maximum average monthly wage, a maximum family benefit of 
two-thirds of the average monthly wage. Specifically, with the $6,600 
contribution and benefit base, the 40-percent part of the formula 
would begin to operate above the $370 average monthly wage level, 
which is about two-thirds of the maximum average monthly wage of 
$550 (more precisely, it is the top of the average monthly wage 
bracket that includes the amount that is two-thirds of $550). As 
under present law, the maximum will not operate to reduce family 
benefits below 1,%times the primary insurance amount. Under the 
bill, the maximum amount of monthly benefits payable to a family 
would range from a minimum of $66 to a maximum of $368. 

Primaryinsurance amount under 1958 act, as modified 
Section 301 (b) of the bill amends section 2 15 (c) of the act to provide 

that a person who became entitled to old-age or disability insurance 
benefits before the date of enactment of the bill, or who died before 
such date, will have his primary insurance amount, as determined 
under the provisions of present law and appearing in column II of the 
revised table, converted to the higher primary insurance amount 
appearing on the same line in column IV of the new table. Under 
present law, column II shows the primary amounts in effect prior 
to the Social Security Amendments of 1958 and column IV of the table 
shows the amounts to which the primary insurance amounts in column 
II were converted as a result of those amendments. 

Maximum benefits for people alreadyon the rolls 
Section 301(c) of the bill amends section 203(a)(2) of the act to 

assure an increase in the family benefits for families who were on the 
benefit rolls after December 1964 and whose benefits were determined 
under the provisions of the law in effect prior to the enactment of the 
bill. In the absence of such a provision some families now on the 
benefit rolls could receive little or no increase in benefits, since their 
benefits are already at or near the maximum amount that would be 
payable to the family. The bill provides that the maximum family 
benefit for each month after December 1964 will be the larger of (1) 
the family maximum specified in column V of the new table or (2) the 
sum o1f all famiy members' benefits after each such benefit has been 
increased by 7 percent (and rounded to the next higher 10 cents if it 
is not already a multiple of 10 cents). The section also repeals section 
203 (a) (3) of the act, which is a special saving clause for the maximum 
family benefits of people who became disabled before 1959. This 
clause is no longer needed since families whose benefits were deter­
mined under this clause are now covered by paragraph (2) of section 
203 (a) as amended by the bill. 

Effective date 
Section 301 (d) of the bill provides that the benefit increases pro­

vided for by subsections (a), (b), and (c) of section 301 will be effective 



220 SOCIAL SECURITY AMENDMENTS OF 1965 

for monthly benefits for months after December 1964 and for lumip­
sum death payments where death occurs in or after the month of 
enactment of the bill. 
Special provision for conversion of a disability insurance benefit to an 

old-age insurance benefit 
Section 301(e) of the bill is a special transitional provision which 

applies to an individual who was entitled to a disability insurance 
benefit for December 1964 and who became entitled to old-age
insurance benefits in January 1965, to make certain that his primary 
insurance amount is increased. The general rule, provided in section 
215(a)(4) of present law, that would apply in this situation is that 
an individual who was entitled to a disability insurance benefit for 
the month before he becomes entitled to an old-age insurance benefit 
will have as his primary insurance amount (and therefore his old-age 
insurance benefit) the amount in column IV of the table that is equal 
to his disability insurance benefit. In the situation outlined above, 
the individual's disability insurance benefit, since it was derived from 
a primary insurance amount determined under present law, does not 
have any direct connection with column IV of the table, which 
contains the new benefit amounts; and thus the general rule cannot 
be applied to this individual. Therefore, section 301(e) of the bill 
provides that his primary insurance amount is the amount in column 
IV of the table on the same line as that on which, in column II, 

appears his present primary insurance amount. (This primary
insurance amount in col. II is equal to his disability insurance benefit 
under present law.) 

SECTION 302. COMPUTATION AND RECOMPUTATION OF 
BENEFITS 

Section 302 of the bill provides for automatic recomputation of 
benefit amounts under title II of the Social Security Act to take 
account of earnings after entitlement to benefits, and makes tech­
nical changes in the provisions for computation of benefits to facilitate 
automatic recomputation. 
Average monthly wage 

Section 302 (a) (1) of the bill amends subparagraph (C) of section 
215(b) (2) of the act to exclude from an insured individual's computa­
tion base years (from which the years to he used in the benefit com­
putation are chosen) the year in which he became entitled to benefits 
and to include in his computation base years (for purposes of survivors' 
benefits) the year in which he died. As a result of this change, an 
individual's computation base years are the calendar years occurring 
after 1950 (or after 1936, as provided in section 215 (d)) and up to the 
year in which his first month of entitlement to a benefit occurs or the 
year after theyear in which he dies. 

Section 302(a)(2) amends section 215(b) (3) of the act to provide 
that the number of an individual's elapsed years (which determine 
the number of years to be used in the benefit computation) will be 
counted up to the year in which he reaches age 65 (age 62 for women) 
or dies whether or not he is fully insured in that year. Under present
law, an individual's elapsed years are counted up to the year in which 
he is both fully insured and age 65 (62 for women). Since almost all in­
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sured individuals are now insured by the time they reach the required 
age, the deletion of the provision in present law results in a simplifi­
cation of the computation provisions. 

Section 302 (a) (3) amends paragraphs (4) and (5) of section 215(b) 
of the act. Paragraph (4), as amended, makes the new provisions of 
section 215 (b) applicable only in the case of an individual who dies or 
becomes entitled to benefits or to a benefit recomputation under section 
2 15(f) (2), as amended by the bill, after Decemberi1965. The require­
ment in present law that an individual have not less than six quarters 
of coverage after 1950 in order to have his average monthly wage 
determined entirely on his earnings after 1950 is omitted from the 
amended paragraph. Paragraph (5), as amended, preserves the 
present method of computing the average monthly wage for people 
who, after the bill is enacted and prior to 1966 (the effective date of 
automatic recomputation), become entitled to benefits or a recompu­
tation of benefits. 
Primaryinsurance bene~fit under 1939 act 

Section 302 (b) of the bill makes a minor conforming change and 
updates a reference in section 215 (d) of the act, relating to computation 
of primary insurance benefits under the 1939 Social Security Act. 

Certain wages and self-employment income not to be counted 
Section 3012(c) of the bill amends section 215 (e) of the act by striking 

out paragraph (3), which provides for a recomputation, for self-
employed people who operate on a fiscal-year basis, to include earnings 
in the year of entitlement that were not available for inclusion in the 
original computation. This provision will not be needed, since these 
earnings will be taken into account under the automatic recomputation 
provisions contained in section 215(f) as amended by the bill. 

Recomputation of benefits 
Section 302(d)(1) of the bill amends section 215(f)(2) of the act 

by providing for annual automatic recomputation of benefits, be­
ginning in 1966. 

The recomputation will take into account any earnings the person 
had in or after the year in which he became entitled to benefits (under 
present law, a recomputation to include earnings in .a year after 
entitlement requires an application and is not available unless the 
person had earnings of more than $1,200 for the year). The bill 
would also delete the requirement in present law that the person 
have six quarters of coverage after 1950 in order to qualify for the 
recomputation. A recomputation under the amended section 
.215(f) (2) will be effective, in the case of a living beneficiary, with 
January of the year following the year in which the earnings were 
received, and in death cases it will be effective for survivors' benefits 
be nniong with the month of death. 

Section 302(d) (2) repeals paragraphs (3), (4), and (7) of section 
2 15(f) of the act, thereby eliminating the provisions for a recomputa­
tion to include earnings in the year of entitlement to benefits or in 
the year in which an individual's benefits were recomputed on account 
of additional earnings, the provisions for a recomputation for the 
purpose of paying benefits to survivors of an individual who died 
after 1960 and who had been entitled to old-age insurance benefits, 
and the provision for recomputing at age 65 the benefits of an indi­
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vidual who became entitled to benefits before that age. All of these 
are replaced by the automatic recomputation provision. 
Computation of disability insurance beneflt8 

Section 302(e) of the bill amends section 223 (a) (2) of the act so that 
the provisions for computing disability insurance benefits will conform 
with the changed provisions for computing oldrage insurance benefits. 
Ejfective dates and saving provisions 

Section 302(f) (1) of the bill provides that the repeal of section 
215 (e) (3) of the act made by section 302(c) (pertaining to recomputa­
tions for certain self-employed people) will be effective for individuals 
who become entitled to benefits after 1965. 

Section 302(f) (2) provides that in any case where an individual 
would, by filing an application prior to January 2, 1966, be entitled to 
have his benefit recomputed under the provisions of existing law,
the individual will be deemed to have filed an application on the 
date of enactment of the bill or the earliest date of eligibility there­
after and prior to January 2, 1966. Thus anyone who would profit
from a recomputation under the provisions of present law will have his 
benefit amount recomputed automatically as though he had filed an 
application for that recomputation. The new automatic recomputa­
tion provisions will take over for the future. 

Section 302(f0(3) retains paragraphs (3) and (4) of section 215(f)
of present law for the purpose of providing, for survivors' benefits, a 
recomputation of the pi ary insurance amount of an individual who 
was entitled to ain ol-ae insurance benefit and who died after 1960 
and. before 1966 without having filed an application for a recomputa­
tion. The new recomputation provisions will apply to deaths occur­
ring after 1965. 

Section 302(f0(4) retains until 1966 section 215(f) (7) of the act,
which provides for the automatic recomputation of benefits to take 
account of earnings a man who is receiving actuarially reduced 
benefits may have had after entitlement and through the year of death 
or attainment of age 65. After 1965, these recomputations will be 
made under the new automatic recomputation provisions.

Section 302(f) (5) provides that the amendments made by section 
302(e) (relating to computations of disability insurance benefits) will 
apply to individuals who become entitled to disability insurance bene­
fits after 1965. 

Section 302(f) (6) retains- the provisions for figuring the average
monthly wage which were in effect prior to the Social Seeunitr Amend­
ments of 1960 so that an individual who was eligible for oid-age mn­
surance benefits before 1961 but who became entitled to benefits or 
died after 1960 can have his average monthly wage figured over less 
than 5 years of earning where such a computation will result in a 
higher primary insurance amount. (Generally, under the Social 
Security Amendments of 1960, at least 5 years have to be used in the 
computation of the average monthly wage.)

Section 302(f) (71) repeals, effective January 2, 1966, an old provision
in the 1954 amendments for a dropout recomputation based on the 
acquisition of six quarters of coverage after June 1953; this provision
is no longer needed. 
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SECTION 303. DISABILITY INSURANCE BENEFITS 

Under existing law, the term "disability" is defined as inability to 
engage in any substantial gainful activity by reason of any medically 
determinable physical or mental impairment which can be expected to 
result in death or to be of long-continued and indefinite duration. 

Paragraph (1) of section 303(a) amends clause (A) of the first sen­
tence of section 216(i) of the Social Security Act by striking out the 
requirement that the individual's impairment be one that can be 
expected to be of. long-continued and indefinite duration and substi­
tuting instead the requirement that the impairment be one that has 
lasted or can be expected to last for a continuous period of not less 
than 12 calendar months. 

Paragraph (2) of section 303(a) amends paragraph (2) of section 
223(c) to provide that the term "disability" means inability to engage 
in any substantial gainful activity by reason of any medically deter­
minable physical or mental impairment which can be expected to 
result in death or which has lasted or can be expected to last for a 
continuous period of not less than 12 calendar months. 

Paragraph (1) of section 303(b) of the bill amends (and recodifies) 
paragraph (2) of section 2 16(i) of the Social Security Act. It elimi­
nates the present requirement that the individual must be under a 
disability when his application for a period of disability is filed and 
substitutes instead the requirement that no application for a dis­
ability determination which is filed more than 12 months after the 
month in which a period of disability would end (as specified in this 
section) shall be accepted. 

Paragraph (2) of section 303 (b) of the bill makes conforming changes 
in section 2 16(i) (3) of the act. 

Paragraph (3) of section 303(b) amends paragraph (1) of section 
223 (a) of the act to eliminate the requirement in present law that an 
individual must be under a disability when he files his application for 
disability insurance benefits in order to be eligible for such benefits. 
In view of the change in the definition of disability and the provision 
in present law granting 12 months retroactivity to applications, this 
amendment permits the payment of benefits in those cases of extended 
disability which terminated be fore an application was ifiled. 

Paragraph (4) of section 303(b) of the bill amends section 223(c) 
(3) (A) of the act to eliminate the requirement that the individual must 
be under a disability which continues until his application for disability 
insurance benefits is filed. This amendment conforms to the amend­
mnent made by section 303 (b) (3) of the bill, which eliminates the need 
for existence of disability at the time the application was filed. 

Section 303(c) of the bill amends section 223(b) of the Social 
Security Act, to take into account the amendment made by section 
303(b) (3) of the bill. 

Section 303 (d) of the bill amends section 202 (j) (1) of the act to make 
it clear that a disability benefit payable under section 223 will be 
reduced so as not to render erroneous benefits paid prior to the filing 
of an application for disability benefits. This is in conformity with 
the amendment made by section 304 of the bill under which a larger 
benefit can become payable for prior periods during which other 
benefits had already been paid. 
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Section 303(e) amends section 215(a) (4) of the act, which specifies,
in the case of an individual entitled to a disability insurance benefit 
who dies or becomes entitled to an old-age insurance benefit, the 
method for determining the primary insurance amount on which 
survivors' benefits or old-age insurance benefits are based. The 
change adds an additional point-age 65-at which a wornan's 
disability insurance benefit can be converted to a primary insurance 
amount. Under present law a disability insurance benefit is converted 
to a primary insurance amount at age 65 in the case of a man and at 
entitlement to an old-age insurance benefit in the case of a woman 
(which may occur at any time between ages 62 and 65 if her disability
insurance benefit terminates). Since under the bill a worker can 
become entitled to a reduced disability insurance benefit at any time 
tror to age 65 when he was previously entitled to an old-age insurance 
~enefit, this change is needed so that the primary insurance amount 
which determines the disability insurance benefit of a woman who was 
previously entitled to a reduced old-age insurance benefit can be
retained as the primary inuaneamut when she reaches age 65. 

Paragraph (1) of section 303(f) of the bill provides that the amend­
ments made by subsection (a), paragraphs (3) and (4) of subsection 
(b), subsections (c) and (d) of section 303 of the bill, and subpara­
graphs (B), and (E) of section 216(i) (2) of the Social Security
Act (as amended by subsec. (i) (1) of sec. 303) will be effective wth 

resecttopplcatonsuner sections 223 and 216(i) of the Social 
SecritAc fied n o aferthe month in which the bill is enacted, or 
wit repec toappicaios filed before such month if the applicant
has ot iedbefoe sch onth and if either (1) notice of the final 

decision of the Secretary has not been given to the applicant before 
such month, or (2) such notice has been so given before such month 
but a civil action thereon is commenced (whether before, in, or after 
such month) under section 205(g) of the Social Security Act and the 
decision in such civil action has not become final before such month. 
The provisions of the preceding sentence will also apply to applications 
for monthly insurance benefits under title 1I of the Social Security
Act based on the wages or self-employment income of an applicant to 
whom (1) or (2) of the preceding sentence apply. However, no 
Montl insurance benefits under title II of the Social Security Act 
are to e ipayable or increased by reason of the amendments made by 
subsections (a) and (b) of section 303 of the bill for months before the 
second month after the month of enactment of the bill. Periods of 
disability as defined in section 216(i) (2) of the Social Security Act 
may be established on the basis of the modified definition of disability 
even though such periods commence before enactment of the bill. 

Paragraph (2) of section 303(f) provides that section 215(a) (4) of the 
act as amended by subsection (e) of the bill, will be effective with 
respect to the primary insurance aniounits of individuals who attain 
age 65 after the enactment of the bill. 



SOCIAL SECURITY AMENDMENTS OF 1965 225 

SECTION 304. PAYMENT OF DISABILITY INSURANCE 
BENEFITS AFTER ENTITLEMENT TO OTHER MONTHLY 
INSURANCE BENEFITS 

Section 304 of the bill provides that an individual under age 65 
may become entitled to disability insurance benefits after having
become entitled to old-age, wife's, husband's, widow's, widowei's, or 
parent's insurance benefits; this is not possible under existing law. 

Section 304(a) adds a new paragraph (4) to section 202(k) of the 
Social Security Act to provide that a worker who is simultaneously
entitled to an old-age insurance benefit and a disability insurance 
benefit for any month will get only one of the two benefits. 

Section 304(b) changes the heading of sect on 202(q) of the act 
(relating to actuarial reduction of benefits) to include a reference to 
the reduction of disability insurance benefits and widow's insurance 
benefits (a reference to the latter is required because of the provision
for payment of reduced benefits to widows at age 60 which is added 
to the act by sec. 307 of the bill).

Section 304(c) of the bill adds a new paragraph (2) to section 202(q)
of the act and renumbers the present paragraphs (2) through (7) 
as paragraphs (3) through (8). The new paragraph (2) provides that 
if an individual is entitled to a disability insurance benefit after having
been entitled to a reduced old-age insurance benefit, the disability
insurance benefit (determined under sec. 223) will be reduced by the 
amount by which the old-age insurance benefit would have been re­
duced if the worker had reached age 65 in the month in which he most 
recently became entitled to the disability insurance benefit. For 
example, if a man became entitled at exact age 62 to a reduced old-age
insurance benefit of $80 (based on a primary insurance amount of $100)
and became entitled at exact age 63 to a disability insurance benefit 
of $105 (determined under sec. 223 of the act), the disability insurance 
benefit would be reduced by $6.60 (one-third of $20), the amount by
which the old-age insurance benefit would have been reduced if the 
man had reached age 65 at the time when he became disabled. The 
effect of this provision is to reduce the disability insurance benefit to 
take account of the number of months for which the man actually got 
a reduced old-age insurance benefit before he became disabled. 

Section 304(d) of the bill changes section 202(q)(3) (B) of the act 
(which provides for reducmng Wife's or husband's benefits where the 
wife or husband is also entitld to old-age benefits) to make the pro­
visions of subparagraph (B) inapplicable for months for which the 
individual is entitled to a disability insurance benefit as well as a 
wife's or husband's benefit. 

Section 304(e) amends subparagraph (C) of paragraph (3) (as re­
designated by the bill) of section 202(q) of the act to provide that 
where a person is entitled to both a disability insurance benefit and 
to a reduced wife's, husband's, or widow's insurance benefit, the wife's,
husband's, or widow's benefit will be reduced by the sum of: (1) the 
amount by which the disability insurance benefit was reduced to take 
account of prior' entitlement to a reduced old-age insurance benefit, 
and (2) the amount by which the wife's, husband's, or widow's. bene­
fit would be reduced if it were equal to the amount by which such 
benefit (prior to any reduction) exceeded the unreduced disability
insurance benefit. 



226 SOCIAL SECURITY AMENDMENTS OF 1965 

Section 304(f) of the bill adds two new subparagraphs (F) and (G) 
to the redesignated paragraph (3) of section 202(q) of the act to pro­
vide for reducing the disability insurance benefit of an individual who 
becomes entitled to the disabi'lity benefit after having become entitled 
to a widow's benefit which is reduced because it was taken before 
age 62. 

Z5Subparagraph (F) sets forth the method for reducing the disability
insurance benefit of a woman who becomes entitled to that benefit 
at or after attainment of age 62 and who is entitled for the same month 
Ao a reduced widow's benefit. The amount of the reduction in the 
disability insurance benefit is whichever of the following is larger: (1)
the amount by which the disability insurance benefit had been reduced 
because of prior entitlement to a reduced old-age benefit at age 62 or 
later, or (2) a sum equal to the amount by which the widow's benefit 
which the woman was getting at age 62 was reduced plus the amount 
by.which the disability insurance benefit would be reduced (because of 
prior entitlement to a reduced old-age insurance benefit) if the dis­
ability benefit were equal to the excess of the unreduced disability
benefit over the unreduced widow's insurance benefit. 

Subparagraph (G) sets forth the method for reducing the disability
insurance benefit of a woman who becomes entitled to the disability 
benefit before attainment of age 62 and after entitlement to a reduced 
widow's benefit. Her disability insurance benefit will be reduced by 
the amount by which her widow's benefit would have been reduced 
if she had attained age 62 in the first month for which she became 
entitled to the disability insurance benefit. 

Section 304(g) of the bill makes a conforming change in section 
202 (q) k4 ) (A) (as redesignated by the bill) to apply to a person who is 
entitled to a disability insurance benefit which is reduced because of 
prior entitlement to a reduced benefit the present provisions which set 
forth the method for reducing increases in benefits which occur after 
the person has come on the rolls and before he reaches age 65. 

Section 304(h) of the bill adds a new-subparagraph (F) to paragraph
(7) (as redesignated by the bill) of section 202(q) of the act to provide 
that, in determining the "adjusted reduction period" (that is, the 
number of months in the reduction period for which a reduced benefit 
was actually paid and for which the old-age insurance benefit will be 
reduced for future months) applicable to a reduced old-age insurance 
benefit, any month for which a disability insurance benefit was payable
will be excluded. 

Section 304(i) of the bill is a conforming change in the redesignated
paragraph (8) of section 202(q) to apply to the reduced disability
insurance benefit the provision in existing law for reducing the amount 
of the reduction to the next lower multiple of 10 cents if it is not 
already a multiple of 10 cents. 

Section 304(j) of the bill makes a technical conforming change in 
paragraph (2) of section 202(r) of the act (relating to the presumed 
filing of application by individuals eligible for old-age insurance 
benefits and for wife's or husband's insurance benefits). 

Section 304 (k) of the bill amends section 215 (a) (4) of the act, which 
provides a method of determining the primary insurance amount of 
an individual entitled to a disability insurance benefit who dies or 
becomes entitled to an old-age insurance benefit (in the case of a 
woman) or attains age 65 (in the case of a man). Under existing 
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law the primary insurance amount in such cases is equal to the dis­
ability insurance benefit; this provision operates properly under 
existing law because the disability insurance benefit is never reduced 
and thus is always equal to the primary insurance amount. Under 
the bill, however, the disability insurance benefit may be reduced and 
therefore may be smaller than the primary insurance amount. Section 
304(k) -therefore provides that the primary insurance amount to be 
used in the case where a disability beneficiary dies or becomes entitled 
to old-age insurance benefits or attains age 65 shall be the -primary 
insurance amount on which the disability insurance benefit was based 
rather than the amount of the disability insurance benefit itself. 

Section 304(l) of the bill amends paragraph (2) of section 216(i) of 
the act to remove a reference to section 223 (a) (3) which is repealed 
by section 304(n) of the bill. 

Section 304(m) of the bill makes a conforming change in paragraph 
(2) of section 223(a) to take account of the reduction of the disability 
insurance benefit under the provisions of sectioii 202(q) as amended 
by the bill. 

Section 304(n) of the bill repeals paragraph (3) of section 223(a) 
of the act, thereby permitting an individual to become entitled to a 
disability insurance benefit after having become entitled to a widow's, 
widower's, parent's, old-age, wife's, or husband's insurance benefit. 

Section 304(o) of the bill provides that the ame-idmnents made by 
section 304 are to apply with respect to monthly benefits for and 
after the second month following the month of enactment of the bill 
on the basis of applications in or after such month of enactment. 

SECTION 305. DISABILITY INSURANCE TRUST FUND 

Section 305(a) of the bill amends section 201(b) (1) of the Social 
Security Act to increase the percentage of taxable wages appropriated 
to the disability insurance trust fund (now one-half of 1 percent) to 
0.70 of 1 percent, effective with respect to wages paid after 1965. 

Section 305(b) of the bill amends section 201(b)(2) of the Social 
Security Act to increase the percentage of taxable self-employment 
income. appropriated to the disability insurance trust fund (now 
threeD-eigths of 1 percent) to 0.525 of 1 percent, effective with respect 
to taxable years beginning after 1965. 

SECTION 306. PAYMENT OF CHILD'S INSURANCE BENE­
FITS AFTER ATTAINMENT OF AGE 18 IN CASE OF 
CHILD ATTENDING SCHOOL AND IN CASE OF CHILD 
BECOMING DISABLED 

Section 306 (a) of the bill amends subparagraph (B) of section 
202(d) (1) of the Social Security Act to provide for the payment of 
child's benefits to an individual up to the age of 22 -if he is attending
school and to an individual who is over 18 and under a disability which 
began before he attained age 22 (under present law the disability 
must have begun before the child attained age 18). A child will be 
considered to be under a disability if the disability began before he 
attained the age of 22 and lasted, or could be expected to last, for a 
continuous period of at least 12 calendar months or to result in his 
death. 
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Subsection (b) (1) of section 306 amends the first sentence of section 
202(d) (1) of the Social Security Act (relating to the termination of 
child's benefits) by adding five new subparagraphs. 

The new subparagraphs (D) and (E) retain the provisions of existing 
law which terminate a child's benefit if he marries, dies, or is adopted 
(except for adoption by certain relatives) and provide in general for the 
termination of the child's benefits at age 18 if he is no longer attending 
school and is not under a disability. 

Paragraphs (F), (G), and (H) provide in general for the termination 
of child's benefits when he is no longer a full-time student, ceases to be 
disabled, or attains age 22, whichever is earlier. The new subpara­
graph (F) provides that benefits for a child who is not disabled and 
who has attained age 18 will terminate with the last month in which 
he is a full-time student. 

The new subparagraph (G) provides that benefits for a child who is 
not disabled will terminate with the month before the month in which 
he attains age 22. The new subparagraph (H) provides that if the 
child is disabled, his benefits will terminate with the second month 
following the month in which he ceases to be under a disability. 

Subsection (b) (2) of section 306 repeals a sentence which is no 
longer needed because it has been incorporated in the changes made 
by subsection (b) (1). 

Subsection (b)(3) of section 306 adds two new paragraphs, (7) and 
(8), to section 202(d) of the act. The new paragraph (7) permits 
a child whose benefits are terminated after he attains age 18 to 
become reentitled to child's insurance benefits, on filing a new 
application, if he becomes a full-time student before age 22 or becomes 
disabled before that age:' Such reentitlement would end in accordance 
with the termination provisions contained in the new subparagraphs 
(D), (F), (G), and (H). 

The new paragraph (8) defines "full-time student" and "educational 
institution." A full-time student is an individual who is in full-time 
attendance at an educational institution; whether or not the student 
was in full-time attendance is to be determined by the Secretary 
taking into account the standards arid practices of the school involved. 
Specifically excluded from the definition of "full-time student" is a 
person who is paid by his employer while attending school at the 
request (or pursuant to a requirement) of his employer. Benefits 
are payable for any period of 4 calendar months or less in which 
a person does not attend school if the person shows to the satisfaction 
of the Secretary that he intends to continue in full-time school 
attendance immediately after the end of the period, or if the person 
is in fact in full-time attendance immediately after the end of the 
period. 

The definition of "educational institution" includes all public 
schools, colleges, and universities, and all private schools, colleges, 
and universities which are accredited by a State recognized or na­
tionally recognized accrediting association. Also included are those 
nonaccredited schools, colleges, and universities whose credits are 
accepted, on transfer, by at least three accredited institutions on the 
same basis as if transferred from an accredited institution. 

Subsection (c) (1) of section 306 of the bill adds a new subsection (s) 
to section 202 of the act. Paragraph (1) of the new subsection (s) 
prevents a wife, widow, or surviving divorced mother from getting 
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benefits if the only child in her care is getting benefits solely because 
he is a student. 

Paragraphs (2) and (3) of the new subsection (s) amend the provi­
sions of law which permit a person with a childhood disability to con­
tinue to get benefits when he marries another beneficiary, and which 
permit such a beneficiary to continue to get benefits when he marries 
a person with a childhood disability, so that benefits will not be 
terminated if the child was under a disability which began before he 
attained age 22, instead of age 18 as under present law, or had been 
under such a disability in the third month before the month in which 
such marriage occurred. The paragraphs also make the new provi­
sions defining disability applicable to: (1) The dependency require­
ments in present law for husband's and widower's benefits; (2) the 
provisions of existing law for terminating the benefits of a beneficiary
married to a male disability beneficiary when his benefits terminate 
because he is no longer disabled; (3) the provisions of present law 
that exempt a disabled adult child from having his benefits withheld 
on account of work; and (4) the provisions of present law under which 
a disabled adult child can, upon marriage, become entitled to wife's, 
widow's, husband's, or widower's benefits. 

The new paragraph (3) also provides that the exemption in present
law from the dependency requirements for husband's and widower's 
benefits shall apply to a person receiving child's benefits if the person
is under a disability that began before he attained age 22. 

Subsections (c) (2) through (c) (13) of section 306 make conforming 
changes to incorporate references to the new subsection (s). 

Subsections (c)(14) and (c)(15) of section 306 provide that the 
provisions of existing law which relate to withholding of benefits pay­
able to a person with a childhood disability while an investigation of 
whether his disability still exists is being made or when he refuses 
to accept vocational rehabilitation services will not apply with 
respect to children over 18 who are attending school. 

Subsection (d) of section 306 provides that the amendments made 
by that section will be effective for January 1965 and months there­
after. Where a child was already on the rolls in the month in which 
the bill is enacted no application will be required. Where a child was 
not entitled to a child's insurance benefit in the month of enactment, 
the amendments made by section 306 will apply only on the basis of 
applications filed in or after the month of enactment. In the case of 
a disabled child who becomes entitled to benefits on the basis of the 
requirements for childhood disability benefits as revised by section 
306, the effective date will be the second month after the month of 
enactment. 

SECTION 307. REDUCED BENEFITS FOR WIDOWS AT 
AGE 60 

Widow's insurancebenefits payable beginning at age 60 
Section 307(a) (1) of the bill amends section 202(e) of the Social 

Security Act to provide that a widow may become entitled at age 60 
to benefits based on the earnings record of her deceased husband. 
Section 307(a)(2) of the bill, by providing for the application to the 
benefits of section 202(q), provides that the benefits payable to widows 
who claim them before age 62 will be reduced to take account of the 
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longer period over which they will be paid. Under existing law,
unreduced benefits equal to 82Y2 percent of the deceased husband's 
primary insurance amount are payable to a widow at or after age 62. 
Reductionfactors 

Section 307(b) (1) of the bill amends section 202 (q) (1) of the Social 
Security Act, governing the reduction of benefits payable to bene­
ficiaries who elect to start getting them prior to attainment of age 65, 
to provide that widow's insurance benefits to which a woman is en­
titled for a month before she is 62 are reduced by five-ninths of 1 per­
cent for each month in the reduction period (the months prior to 
attainment of age 62 for which she is entitled to a widow's benefit)
and that benefits to which she is entitled for the month in which she 
attains age 62 and months thereafter are reduced by the same per­
centage for each month in the adjusted reduction period (the months 
prior to attainment of age 62 for which the widow has actually been 
paid a benefit). This is the same factor as that which applies to an 
old-age benefit which is payable prior to attainment of age 65. Under 
the amendment, the benefits provided for a widow before age 62 may
be reduced for as many as 24 months. The reduction for a widow 
claiming her benefit at exactly age 60 would be 13%percent; her bene­
fit would be reduced from the 8234 percent of her husband's primary
insurance amount which would be payable to her at age 62 to 71 3% 
percent of such primary insurance amount. For a widow who gets
reduced benefits, the amount of the reduction in benefits would be 
adjusted at age 62 (as it is now adjusted at age 65 for old-age, wife's, 
or husband's benefits) to take account of any months in which no 
benefit was paid. 
Entitlement to benefits on ow~n earnings record 

Paragraphs (2) and (3) of section 307(b) of the bill amend section 
202(q) (3) of the act (as renumbered by the bill) to provide that 
where a widow is entitled to a disability insurance benefit based on 
her own earnings when she becomes entitled to a reduced widow's 
benefit, the reduction in the widow's benefit applies only to the ex­
cess of the widow's benefit over the benefit payable on her own earnings
record. Similar provision is made under existing law for a person
who is, entitled simultaneously to a reduced old-age benefit and a 
wife's or husband's benefit; for example, where a wife is entitled to 
a benefit based on her own earnings for the month for which she first 
becomes entitled to a wife's benefit the reduction factor applies only 
to the amount by which the wife's benefit exceeds her own benefit. 
Reduction in subsequent old-age insurancebenefit 

Section 307(b) (4) of the bill adds a new subparagraph (E) to 
section 202(q) (3) of the act (as renumbered) to provide a method for 
reducing the old-age insurance benefit of a widow who is entitled to 
reduced widow's benefits. The old-age benefit (whether the woman 
begins to get it before or after she reaches age 65) will be reduced 
to take account of the widow's benefits paid to her' before age 62. 
The amount of the reduction in the old-age benefit is whichever of 
the following is larger: (1) the reduction which would have been 
made i. the old-age benefit if-no widow's benefit had been payable, 
or (2) the dollar amount of the reduction in the widow's benefit plus
the amount resulting from applying to the amount by which the 
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unreduced old-age benefit exceeds the unreduced widow's benefit 
the reduction factor which would have been applied to the unreduced 
old-age benefit if the woman had not been eligible for a reduced 
widow's benefit. 

The operation of this provision may be illustrated by the following 
example: Assume that a woman upon reaching age 60 elects to start 
g-etting a widow's benefit and that the benefit is reduced from $50.40 
(82/k percent of her husband's primary insurance amount) to $43.70-a 
$6.70 reduction (24 months times five-ninths of 1 percent, or 13% 
percent of $50.40). Assume further that at age 64 she becomes 
entitled to an old-age benefit based on a primary insurance amount 
of $76. If no widow's benefit had been payable, the old-age benefit 
would have been $71-a $5 reduction (12 months times five-ninths of 
1 percent, or 6%~percent of $76). Under the new section 202(q) (3) (E),
the amount by which her unreduced old-age benefit exceeds her un­
reduced widow's benefit, or $25.60 (the $76 old-age benefit less the 
$50.40 widow's benefit), will be reduced to $23.90-a $1.70 reduction 
(61%percent of $25.60). Since the sum of the amount of the reduction 
in her widow's benefit and the reduction in her excess old-age benefit­
$8.40 ($6.70 plus $1.70)-is larger than the amount by which her old-
age insurance benefit would have been reduced-$5-her old-age 
benefit must be reduced by the larger amount-$8.40--that is, from 
$76 to $67.60. 
Reduction where wyidow has a child in her care 

Section 307 (b) (5) of the bill adds to section 202(q) (5) of the act (as
renumbered) a new subparagraph, (D), to provide that, regardless of 
the provisions for reducing the benefits of widows who claim them be­
fore age 62, in no case will a widow who had in her care a child entitled 
to child's benefits get less in benefits for months in which she had the 
child in her care than the amount of the mother's insurance benefit (75 
percent of her husband's primary insurance amount). This could 
happen, for example, where a widow started getting widow's benefits 
at age 60 (71h~percent of her husband's primary insurance amount) 
and starting at age 61 a child entitled to benefits was placed in her care. 
This provision permits her benefit amount for any month in which she 
has a child in her care to be increased to 75 percent of her husband's 
primary insurance amount. 

Reduction period 
Section 307(b) (6) of the bill amends section 202(q) (6) of the act 

(as renumbered) to provide that, in the case of widow's 'insurance 
benefits, the "reduction period" will begin with the first month for 
which the woman is entitled to a reduced widow's benefit and will 
end with the month before the month in which she attains age 62. 
The number of months in the "reduction period" is the number that 
is multiplied by five-ninths of 1 percent to determine the reduction 
in the benefits. 
Adjusted reduction period 

Section 307(b) (7) of the bill amends section 202(q) (7) of the act 
(as renumbered), which describes the months which will be eliminated 
from the "reduction period" in determining the "adjusted reduction 
period" for purposes of establishing the benefit amount payable for 
months beginning with the month after the reduction period, to 
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provide that, in determining a wvidow's adjusted reduction period at 
age 62, months in whiclh her reduced widow's benefit was increased 
because she had in her care a child of her deceased husband entitled 
to child's insurance benefits, months in which her benefit was withheld 
because she had earnings from work, and months beginning with the 
month in which the widow's benefit was terminated through the 
month prior to the widow's attainment of age 62, wvill not be counted. 
For example, if a widow elects to start getting benefits upon reaching 
age 60 her benefit amount will be reduced by five-ninths of 1 percent
for each of the 24 months in the reduction period; if, starting at age
61, a child entitled to a benefit is placed in the widow's care and 
remains in her care for 6 months, her benefit amount will be adjusted 
at age 62 and, for future months, will be reduced by five-ninths of 
1 percent for each of the 18 months in the adjusted reduction period. 
Definitions 

Section 307(b) (8) of the bill adds a new paragraph (9) to section 
202(q) of the act. The new paragraph defines "retirement age", for 
purposes of the actuarial reduction provisions, as age 65 for old-age, 
wife's or husband's insurance benefits and age 62 for widow's insur­
ance benefits. 
Effective date 

Section 307(c) of the bill provides that reduced widow's insurance 
benefits will be payable beginning with the second month after the 
month of enactment of the bill on the basis of applications filed in 
or after the month of enactment. 

SECTION 308. WIFE'S AND WIDOW'S BENEFITS FOR 
DIVORCED WOMEN 

Section 308(a) of the bill *mends section 202(b) (relating to the 
payment of wife's insurance benefits) of the Social Security Act to 
provide for the payment of wife's insurance benefits to a divorced wife 
who is not married and who met one of the following support require­
ments at the time her former husband became entitled to old-age or 
disability insurance benefits, or at the time his period of disability
began: (1) she was receiving at least one-half of her support from 
her former husband, (2) she was receiving substantial contributions 
from him (pursuant to a written agreement), or (3) there was in 
effect a court order for substantial contributions to her support from 
him. The amended section 202(b) also provides that awife's benefits 
will not terminate if she has attained age 62 and is divorced after having 
been married for 20 years (benefits for a wife under age 62 with a child 
in her care would terminate if she was divorced, regardless of how long
she had been married, since benefits are not provided for a young di­
vorced wife with a child in her care until after the former husband's 
death).- The amended section 202(b) also adds to the present provi­
sions for terminating wife's benefits a provision for terminating a di­
vorced wife's benefit if she marries someone other than the worker on 
whose earnings her benefit is based. However, if a divorced wife 
married a person entitled to benefits as a widower, parent, or disabled 
child, her benefits (and her new husband's benefits) would not be 
terminated. 

Section 308(b) (1) amends section 202(e) (relating to the payment of 
widow's insurance benefits) of such act to provide for the payment of 
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widow's insurance benefits to a widow or a surviving divorced wife 
(subject to a support requirement in the case of the surviving divorced 
wife) who is not married. Under this provision a woman who is not 
married at or after age 60 will have whatever rights to widow's 
insurance benefits she has ever had, regardless of intervening mar­
riages. To qualify for widow's insurance benefits a surviving divorced 
wife would have to meet one of the following support requirements at 
the time her former husband died, at the time he became entitled to 
old-age or disability benefits, or at the beginning of a period of disa­
bility which ended with hig death or entitlement to monthly benefits: 
(1) She was receiving at least 'One-half of her support from her former 
husband, (2) she was receiving substantial contributions from him 
(pursuant to a written agreement), or (3) there was in effect a court 
order for substantial contributions to her support from him. How­
ever, if the surviving divorced wife had been getting wife's insurance 
benefits based on her former husband's earnings record in the month 
before he died she would not have to meet the support requirement. 

Section 308(b)(2) repeals the provision of present law under which 
a widow can have her benefits reinstated if she marries a person who 
dies within 1 year and is not insured. This provision is no longer 
needed since under the bill widow's benefits are payable if the woman 
is 'not married, regardless of whether she had been remarried. 

Section 308(b) (3) of the bill makes conforming changes in the pro­
visions for paying widow's benefits to a surviving divorced wife so 
that she will have the same treatment that a widow has under existing 
law in the event that she marries another survivor beneficiary. 

Section 308(c) amends section 216(d) of the Social Security Act to 
define "divorced wife", "surviving divorced wife", "surviving divorced 
mother", and "divorce". Paragraphs (1) and (2) of the new sub­
section (d) define "divorced wife" and "surviving divorced wife" as a 
woman divorced from an individual to whom she was married for a 
period of 20 years immediately before the divorce. The new para­
graph (3) of section 216(d) substitutes the term "surviving divorced 
mother" for the term "former wife divorced" in the definition of the 
latter term as contained in existing law.. Paragraph (4) defines "di­
vorce" and "divorced" as meaning a divorce a trinculo matrimonii. 
Existing law uses the full term wherever divorce is mentioned. 

Section 308(d)(1) of the bill deletes a reference to "divorced a 
vinculo matrimonii" which is no longer needed because of the definition 
of divorce included in the law by section 308(c) of the bill. 

Section 308(d) (2) amends the provisions of the Social Security
Act for continuing child's, widower's, and parent's benefits if the 
beneficiary marries a person getting dependents' or survivors' bene­
fits so that such benefits will not terminate if the beneficiary marries 
a divorced wife getting wife's benefits. Section 308(d) (2) also has 
the effect of providing that a woman getting benefits ats a divorced 
wife who marries an old-age or disability insurance beneficiary may 
become eligible for wife's or widow's benefits on the basis of her niew 
husband's wages and self-employment income without regard to thew 
1-year duration-of-marriage requirement in present law. (Similar 
treatment is provided for individuals entitled to widow's benefits 
under existing law.)

Paragraphs (3), (4), and (5) of section 308(d) amend section 202(gr) 
(relating to mother's insurance benefits). Under the amendment mnade 
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by paragraph (3), a woman could qualify for mother's insurance bene­
fits if she is not married (rather than if she has not remarried-see 
discussion of the comparable provision applying to widow's insurance 
benefits under sec. 308(b) (1) of the bill). Under the amendment 
made by paragraph (4), the support requirement which must be met 
if a surviving divorced mother is to qualify for mother's insurance 
benefits is the same as the new support requirement provided for a 
"divorced wife" and a "surviving divorced wife." 

Paragraph (5) would replace the present term "former wife di­
vorced" with the term "surviving divorced mother" in section 202(g) 
of existing law (relating to mother's insurance benefits). 

Paragraph (6) of section 308(d) amends section 203(a) (relating to 
maximum family benefits) to provide that the monthly benefits paid 
to a divorced wife or a surviving divorced wife will not be reduced 
because of the limit on total family benefits and will not be counted 
in figuring the total benefits payable to others on the basis of the 
wages or self-employment income of the same individual. 

Paragraphs (7), (8), (9), (10), (11), (12), and (13) of section 308(d) 
make conforming changes in various sections of the Social Security 
Act. 

Section 308(e) of the bill provides an effective date for the section. 
Wife's and widow's insurance benefits for a divorced wife and a sur­
viving divorced wife will be payable beginning with the second 
month after the month of enactment of the bill, but, in the case of an 
individual who was not entitled to benefits in the month after the 
month of enactment, only on the basis of an application filed in or 
after the month of enactment. 

SECTION 309. TRANSITIONAL INSURED STATUS 

Section 309(a) of the bill adds a new section 227 at the end of title 
II of the Social Security Act (after the new sec. 226 added by sec. 
101 of the bill) to provide a special insured status for certain indi­
viduals now in their seventies or over who are not eligible for benefits 
under the provisions of present law because they (or their husbands) 
do not have 6 quarters of coverage. 

Subsection (a) of the new section 227 provides that anyone who 
attains age 72 before 1969 and does not mneet the existing insured-
status requirements of section 214 (a) will nevertheless be insured 
if he has one quarter of coverage for each year elapsing after 1950 
and before the year in which he attained retirement age (65 for men, 
62 for women) and if he has not less than 3 quarters of coverage. These 
provisions will merge gradually into the fully insured status pro­
visions of the present law, so that men who attained age 65 and women 
who attained age 62 after 1956 will have to meet the requirements 
of present law in order to qualify for benefits. The following table 
sets forth the quarter-of-coverage requirements under this provision 
and shows how these requirements merge with the minimuim six 
quarters of coverage required under present law: 
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men Women 

Age (in 1965) Quarters of coverage required Age (in 1965) Quarters of coverage required 

76 or over ---------- 3--------------------------- 73 or over------3. 
75-----------------4--------------------------- 72---------------- 4. 
74 ----------------- 6------------------------- -71---------------- 5. 
73 or younger-----6 ormore (same as present law).-70 or younger---6 or more (same as present law). 

The benefit payable to a person who meets only the transitional 
requirement will be $35. The wife of such a person, if she attains 
age 72 before 1969, will be eligible at age 72 for a wife's benefit of 
$17.50. 

Subsection (b) of the new section 227 provides benefits for a widow 
who reaches age 72 before 1969 and whose husband died before 1957 
or reached age 65 before 1957 and died before the transitional pro­
visions go into effect. Such a widow could qualify for widow's bene­
fits of $35 a month if the man had three, four, or five quarters of 
coverage, as shown in the following table (which also shows the re­
quirements of present law): 

Quarters of coy- Quarters of coverage required under the bill for a
 
Year of husband's death (or erage required widow attaining age 72 in-


attainment of age 65, if earlier) under present

law
 

1966 or before 1967 1966
 

1954 orbefore-----------------6--------------- 3--------------- 4------------ -- 5. 
1955 ------------------------- 16--------------- 4---------------4--------------- 5. 
1956 rEft----------------------6--------------- 5---------------5--------------- 5. 

197r 6 or more-----6 or more.after---------------- or more-----6 or more-----6 

Subsection (c) of the new section 227 provides that a widow whose 
husband dies after the transitional provisions go into effect can become 
entitled to widow's benefits of $35 a month if she reaches age 72 before 
1969, if her husband reached age 65 before 1957, and if he was (or, 
upon filing an application prior to his death, would have been)
entitled to benefits under the transitional provisions. 

Section 309 (b) of the bill makes the transitional insured status 
provisions effective for monthly benefits beginning with the second 
month following the month of enactment of the bill on the basis of 
applications filed in or after the month of such enactment. 

SECTION 310. INCREASE IN AMOUNT AN INDIVIDUAL IS 
PERMITTED TO EARN WITHOUT SUFFERING FULL 
DEDUCTIONS FROM BENEFITS 

Section 3 10 (a) (1) of the bill amends paragraphs (1), (3), and (4)(B) 
of section 203(f) of the Social Security Act. Paragraph (1), as 
amended, would provide that a beneficiary will receive the full amount 
of his benefits, regardless of the amount of his annual earnings, for 
any month in which he does not earn wages of more than $150, instead 
of for any month in which he does not earn wages of more than $100, 
as under present law. Paragraph (3), as amended, would provide
that a beefcar will receive full benefits for a taxable year if his 
total earnings in the year do not exceed $150, rather than $100, 
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multiplied by the number of months in the year. Paragraph (4) (B), 
as amended, would provide that for purposes of the retirement test a 
beneficiary will be presumed to have earned more than $150, rather 
than $100, in a month until it is shown to the satisfaction of the 
Secretary that the beneficiar did not earn more than that amount. 

Section 3 1 0(a) (2) of the bill further amends paragraph (3) of section 
203(f) of the act by changing the provision in present law under which 
there is a $1 reduction in benefits for each $2 of the first $500 of 
earnings above $1,200 to provide instead for a $1 reduction in benefits 
for each $2 of the first $1,200 of earnings above $1,800. Benefits 
will continue to be reduced by $1 for each $1 of earnings above $3,000, 
as they are now for earnings above $1,700. 

Section 310(a) (3) of the bill amends paragraph (1) (A) of section 
203(h) of the act to require a beneficiary to report his earnings to the 
Secretary whenever his annual earnings exceed $150, rather than $100, 
times the number of months in his taxable year. 

Section 310(b) of the bill provides that the changes made by 
subsection (a) of this section shall be effective for taxable years after 
1965. 

SECTION 311. COVERAGE FOR DOCTORS OF MEDICINE 

Amendments to Title II o~f the Social Security Act 

Removal of exclusionfor doctors of medicine 
Under existing law, services performed by a self-employed person 

in the exercise of his profession as a doctor of medicine, or as a member 
of a partnership engaged in the practice of medicine, are excepted 
from the term "trade or business" and thus from self-employment 
coverage under section 211 (c) (5) of the Social Security Act. Section 
3 11(a) (1) of the bill amends section 21 1(c) (5) of the act by removing
the exception provided for services performed as a doctor of medi­
cine or as a member of a partnership engaged in the practice of 
medicine. In general, the effect of this amendment is to extend 
social security coverage to net earnings derived by an individual from 
the practice of medicine on his own account or by a partnership of 
which he is a member. 

Section 31 1(a) (2) of the bill conforms the provisions of the last two 
sentences of section 211 (c) of the act to the amendment made by
section 31 1(a) (1) of the bill. 
Removal of exclusionfor interns in Federalhospitals 

Section 210(a)(6)(C)(iv) of the Social Security Act excludes from 
the term "employment," and thus from social security coverage, serv­
ices performed by certain interns, student nurses, and other student 
employees of hospitals of the Federal Government. Section 311 (a) (3) 
of the bill amends section 210(a)(6)(C)(iv) of the act so as to remove 
the exclusion insofar as it pertains to medical or dental interns and 
medical or dental residents-in-training. The effect of this amendment 
is to extend social security coverage to such individuals with respect 
to services performed by them as interns or residents-in-training in 
the employ of hospitals of the Federal Government. 
Removal of exclusionfor student interns 

Section 210(a) (13) of the Social Security Act excludes from the term 
"employment," and thus from social security coverage, services 
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performed as an intern in the employ of a hospital by an individual 
who has completed a 4-year course in a medical school chartered or 
approved pursuant to State law. Section 311(,,) (4) of the bill amends 
section 210(a) (13) so as to remove this exclusion. The effect of this 
amendment is to extend social security coverage to such interns unless 
their services are excluded under provisions other than section 210(a) 
(13). Thus, the services of an intern are covered if he is employed 
by a hospital which inoexmtfmicmetax as an organization 
described in section 50()()o h oe fthe intern is employed 
by a hospital which iseep rmicm a nd which has a waiver 
certificate in effect une seto 11k ftecode, he is not excluded 
from coverage by section 210(a) (8) (B) of the Social Security Act if 
coverage was effected under such certificate. 

Amendments to the Internal Revenue Code of 1954 

Removal of exclusion for doctors of medicine 
Under existing law, services performed by a self-employed person 

in the exercise of his profession as a doctor of medicine, or as a member 
of a partnership engaged in the practice of medicine, are excepted 
from the term "trade or business" under section 1402(c)(5) of the 
Internal Revenue Code of 1954. Section 311 (b) (1) of the bill amends 
section 1402( c) (5) of the code by removing the exception provided 
for services performed as a doctor of medicine or as a member of a 
partnership engaged in the practice of medicine. In general, the 
9ffect of this amendment is to subject the net earnings derived by an 
individual from the practice of medicine on his own account or by a 
partnership of which he is a member to the self-employment tax. 

Section 311(b) (2) of the bill conforms the provisions of the last 
two sentences of section 1402(c) of the code to the amendment made 
by section 31 1(b)(1). 
Technical amendments 

Section 311(b) (3) of the bill conforms the language of sections 
1402(e)(1) and 1402(e)(2) of the code to the amexidment made by 
section 311(b) (1). 
Removal of exclusionfor interns in Federal hospitals 

Section 3121(b) (6) (C) (iv) of the Internal Revenue Code of 1954 
excludes from the term "employment," and thus from coverage under 
the Federal Insurance Contributions Act, services performed by 
certain interns, student nurses, and other student employees of 
hospitals of the Federal Government. Section 311(b) (4) of the bill 
amends section 3121(b) (6) (C) (iv) of the code so as to remove the 
exclusion insofar as it pertains to medical or dental interns and medical 
or dental residents-in-training. The effect of this amendment is to 
make the remuneration of such individuals for services performed by 
them as such interns or residents-in-training in the employ of hospitals 
of the Federal Government subject to the Federal Insurance 
Contributions Act. 
Removal of exclusion for student interns 

Section 3121 (b) (13) of the Internal Revenue Code of 1954 excludes 
from the term "employment," and thus from .coverage under the 
Federal Insurance Contributions Act, services performed as an intern 
in the employ of a hospital by an individual who has completed a 4-year 
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course in a medical school chartered or approved pursuant to State law. 
Section 31 1(b) (5) of the bill amends section 3121(b) (13) so as to remove 
this exclusion. The effect of this amendment is to extend coverage
under the Federal Insurance Contributions Act to such interns unless 
their services are excluded under provisions other than section 3121 
(b) (13). Thus, the services of an intern are covered if hie is employed
by a hospital which is niot exempt from income tax as an organization
described in section 501 (c) (3) of the code. If the intern is employed
by a hospital which is exempt from income tax and which has a waiver 
certificate in effect under section 3121 (k) of the code, he is not excluded 
from coverage by section 3121 (b) (8) (B) of the code if coverage was 
effected under such certificate. 

Effective Date 

Section 311(c) of the bill provides that the amendments made by 
paragraphs (1) and (2) of section 31 1(a) and by patragraphs (1), (2),
and (3) of section 311(b), relating to the self-employment coverage of 
doctors of medicine, are effective for taxable years ending on or after 
December 31, 1965. The amendments made by paragraphs (3) 
and (4) of section 311(a) and by paragraphs (4) and (5) of section 
31 1(b), relating to social security coverage of interns and residents-in­
training, are effective with respect to services performed after 1965. 

SECTION 312. GROSS INCOME OF FARMERS 

Increasing gross income taken into account for optional method of com­
puting net earnings from farm self-employment; amendments to 
title II of the Social Security Act 

Section 312 (a) of the bill amends section 211 (a) of the Social Security 
Act to increase from $1,800 to $2,400 the maximum gross income from 
agri'cultural activity that a self-employed farmer may use under the 

optional method of computing his net earnings from self-employment 
as a fanner. Under present law, an individual whose gross income 
from agricultural self-employment (including his distributive share 
of gross income from a farm partnership) is $1,800 or less may, at his 
option, base his self-employment coverage on two-thirds of his gross
income from farming; if such individual's gross income is more than 
$1,800 and his net earnings from self-employment as a farmer are less 
than $1,200, he may report $1,200 as net earnings from self-employ­
ment; if his net earnings from self-employment as a farmer are $1,200 
or more, he must report his actual net earnings from self-employment 
as a farmer. Under the amendments made by section 312(a) of the 
bill an individual whose gross income from agricultural self-employ­
ment (including his distributive share of gross income from a farm 
partnership) is $2,400 or less may, at his option, base his self-employ­
ment coverage on two-thirds of his gross income from farming; if he 
has gross income of more than $2,400 and net earnings from self-
employment of less than $1,600, he may report $1,600 as net earnings
from self-employment as a farmer; if his net earnings from self-em­
ployment as a farmer are $1,600 or more, he must report his actual 
net earnings from self-employment as a farmer. 
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Same: Amendments to the Internal Revenue Code of 1951, 
Section 312(b) of the bill amends section 1402(a) of the Internal 

Revenue Code of 1954 to increase from $1,800 to $2,400 the maximum 
gross income from agricultural activity that a self-employed farmer 
may use uinder the optional method of computing his net earnings from 
self-employment as afarmer. Under present law, an individual whose 
gross income from agricultural self-employment (including his dis­
tributive share of gross income from a farm partnership) is $1,800 or 
less may, at his option, treat as net earnings from such self-employ­
ment two-thirds of his gross income from farming; if such individual's 
gross income is more than $1,800 and his net earnings from self-
employment as a farmer are less than $1,200, he may treat $1,200 as 
net earnings from self-employment; if his net earnings from self-
employment as a farmer are $1,200 or more, he must report his actual 
net earnings from self-employment as a farmer. Under the amend­
ments made by section 312(b), an individual whose gross income from 
agricultural self-employment (including his distributive share of gross 
income from a farm partnership) is $2,400 or less may, at his option, 
treat as net earnings from such self-employment two-thirds of his 
gross income from farming; if he has gross income from farming of 
more than $2,400 and his net earnings from self-employment as a 
farmer are less than $1,600, he may report $1,600 as net earnings 
from self-employment as a farmer; if his net earnings from self-
employment as a farmer are $1,600 or more, he must report his actual 
net earnings from such self-employment. 

Eeffective Date 

Section 312(c) of the bill provides that the amendments made by 
sections 312(a) and 312(b) will apply with respect to taxable years 
beginning after December 31, 1965. 

SECTION 313. COVERAGE OF TIPS 

Section 313 of the bill provides for treating cash tips received by 
an employee in the course of his employment as income from self-
employment for social security tax and benefit purposes. The pro­
visions of this section have no application to amounts which under 
existing law constitute wages. 

Amendment to Title II of the Social Security Act 

Section 313(a) of the bill amends section 211(c) of the Social Secu­
rity Act (defining "trade or business" when used with reference to 
self-employment income or net earnings from self-employment for 
social security benefit purposes) by adding a new sentence at the end 
of the section. The new sentence provides that paragraph (2) of the 
section (which in general excludes from the term "trade or business"~ 
the performance of service by an individual as an employee) shall not 
have the effect of excluding from "net earnings from self-employment" 
cash tips received by an employee, on his own behalf and not on behalf 
of another employee, in the course of service which constitutes "em­
ployment" for social security benefit purposes, except that tips which 
under present law constitute remuneration for employment will con­
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continue, to do so. The effect of this provision is to cover tips as self-
employment income (except for those already covered as wages). With 
respect. to tips -so covered, only business expenses attributable to such 
t~ips are to be deducted from gross income in computing net income 
from self-employment. 

Amendment to the Internal Revenue Code of 1.954 

Section 313(b) of the bill amends section 1402(c) of the Internal 
Revenue Code (defining "trade or business" when used with reference 
to self-employment income or net earnings from self-employment for 
social security tax purposes) by adding at the end of the section a new 
sentence which is comparable to the new sentence added to the Social 
Security Act by section 313(a). 

Section 313(c) of the bill provides that the amendments made by 
section 313 of the bill will be effective with respect to taxable years 
beginning after 1965. 

SECTION 314. INCLUSION OF ALASKA AMONG STATES 
PERMITTED TO DIVIDE THEIR RETIREMENT SYSTEMS 

Section 314 of the bill amends section 218(d)(6)(C) of the Social 
Security Act by adding Alaska to the list of States which are permitted 
to divide their retirement systems into two divisions for coverage 
purposes, one division consisting of those members desiring coverage 
under the act and the other consisting of those who do not, with all 
new members being covered on a compulsory basis. 

SECTION 315. ADDITIONAL PERIOD FOR ELECTING 
COVERAGE UNDER DIVIDED RETIREMENT SYSTEM 

Section 315 of the bill amends section 2 18(d) (6)(F) of the Social 
Security Act to grant an additional opportunity to obtain coverage to 
State and local employees (in a State permitted to use the divided 
retirement system procedure) who had not previously chosen coverage 
under the divided retirement system provisions. The present law 
allows such employees a further opportunity to elect coverage only if 
a modification providing for such election is mailed or otherwise 
delivered to the Secretary before 1963, or, if later, 2 years after the 
date on which coverage was approved for the group that originally 
elected coverage. Any coverage elected after the original division 
must begin on the same date as was provided when the group was 
originally covered. Section 315 extends the time in which such persons 
could elect to be covered until the end of 1966 (or, if later, the expira­
tion of 2 years after the date on which coverage was approved for the 
group that originally elected coverage). 
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SECTION 316. EMPLOYEES OF NONPROFIT
 
ORGANIZATIONS
 

Section 316 of the bill amends section 3121(k) of the Internal 
Revenue Code of 1954 and section 105(b) of the Social Security 
Amendments of 1960. 

Periodfor which certificate shall apply 
Section 316(a)(1) of the bill amends section 3121(k)(1)(B) of the 

code, which relates to the period for which certificates filed by certain 
religious, charitable, etc., organizations for the purpose of waiving 
exemption from tax under chapter 21 of such code become effective. 
Under present law, a certificate ifiled pursuant to section 3121(k) is 
effective for the period beginning with whichever of the following is 
designated by the organization: 

(1) The first day of the calendar quarter in which the certificate 
is filed, 

(2) The first day of the calendar quarter succeeding such 
quarter, or 

(3) The first day of any calendar quarter preceding the calendar 
quarter in which the certificate is filed, but such period may not 
begin earlier than the first day of the fourth calendar quarter 
preceding the quarter in which such certificate is filed. 

This amendment removes the limition that the period may not 
begin earlier than the first day of the fourth calendar quarter preceding 
the quarter in which such certificate is filed (see par. (3) above) and 
provides, in lieu thereof, that the period may not begin earlier than 
the 1st day of the 20th calendar quarter preceding the quarter in 
which the certificate is filed. 

Sect-ion 316 (a) (2) provides that the amendment made by section 
316(a) (1) will apply in the case of any certificate filed under section 
3121 (k) (1) (A) of the code after the date of enactment of the bill. 

Amendment of certificatefiled before 1966 
Section 316(b) of the bill amends section 3121 (k) (1) of the Internal 

Revenue Code of 1954 by adding a new subparagraph (H1). Such 
subparagraph (H) provides that an organization which files a certif­
icate pursuant to section 3121 (k)(1) of the code before 1966 may 
amend such certificate during 1965 or 196.6 to make the certificate 
effective with the first day of any calendar quarter preceding the 
quarter for which such certificate originally became effective, except 
that such date may not be earlier than the 20th calendar quarter 
preceding the quarter in which such certificate is so amended. Pur­
suant to the new subparagraph (H), an organization which has filed, 
prior to 1966, a waiver certificate (without regard to whether the 
certificate is filed before or after the enactment of the bill) may amend 
such certificate so as to make it effective with the first day of any 
calendar quarter preceding the first quarter for which the certificate 
is effective without amendment. However, such a certificate may 
not be made effective, through an amendment, for any calendar 
quarter which begins earlier than the 20th calendar quarter preceding 
the calendar quarter in which such organization files an amendment 
to its certificate. An amendment to a waiver certificate filed under 
subparagraph (H) by a nonprofit organization would be effective with 
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respect to the service of those employees who concurred in the filing
of the original certificate and who concur in the filing of the amendment 
to such certificate. For purposes of computing interest and for 
purposes of section 6651 of the Internal Revenue Code of 1954 (relating
to addition to tax for failure to ifile a tax return), the due date for the 
return and the payment of the tax for any calendar quarter resulting
from the filing of such an amendment shall be the last day of the 
month following the calendar quarter in which the amendment is ifiled. 
The period for assessing taxes which become payable under the new 
subparagraph (H) would not expire before the expiration of 3 years
from such due date. 
Validation 01 certain remuneration erroneo~usly reported as wages by

nonprofit organ~izationls 
Section 316(c)(1) of the bill amends section 105(b) of the Social 

Security Amendments of 1960, which provided that an employee of 
a nonprofit organization could, under certain circumstances, receive 
social security credit for remuneration erroneously reported on his 
behalf by the organization in any taxable period from January 1,
1951, through June 30, 1960. Section 105(b) of the Social Security
Amendments of 1960, as amended by the bill, will (where the condi­
tions prescribed by the amendment are met) permit the validation 
of erroneously reported wages of workers who cannot be covered 
through the filing of a waiver certificate by the organization because 
they are no longer in the employ of the organization when it ifiles its 
certificate. Under section 105(b), as amended by the bill, remunera­
tion p aid to an individual-for service before the calendar quarter in 
which the organization files its waiver certificate under section 
3121(k)(1) of the Internal Revenue Code of 1954 may be deemed to 
constitute remuneration for employment for purposes of title II of 
the Social Security Act, to the extent that an amount has been paid 
as social security taxes with respect to such remuneration on or before 
the due date of the tax return for the calendar quarter before the 
calendar quarter in which the organization files its waiver certificate. 
This rule applies, however, only if the service would have constituted 
employment as defined in section 210 of the Social Security Act if the 
requirements of section 3121(k) (1) of the code were satisfied, and 
only if the following conditions are met: 

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

(2) a certificate under section 3121(k) (1) of the Internal 
Revenue Code of 1954 is filed by the organization not later than 
the date on which the request for validation is made;

(3) the individual requesting the validation is no longer
employed by the organization on the date the organization fies 
its waiver certificate; and 

(4) if any part of the amount paid as social security taxes as 
previously described with respect to such remuneration paid to 
an individual is credited or refunded, the amount credited or 



SOCIAL SECURITY AMENDMENTS OF 1965 243 

refunded, plus any interest allowed, must be repaid before 
January 1, 1968, or, if later, the first day of the third year after 
the year in which the organization files its waiver certificate. 

In addition, the so-called validation of wages is to be permitted only 
for remuneration received for service which is performed during the 
period for which an organization's waiver is effective. Thus, former 
employees of an organization which has made erroneous reports 
receive no greater retroactive social security coverage than employees 
who are employed by the organization on the date the organization 
files its waiver certificate and are covered only for the retroactive 
period for whicn the certificate is made effective. 
Effective dates of validatingprovisims 

Section 3 16(c) (2) of the bill rovides that the provisions of section 
105(b) of the Social Security meudmnents of 1960, as amended by 
the bill, will become effective upon enactment of the bill. The 
provisions of the existing section 105(b) of the Social Security Amend­
ments of 1960 will continue to appl to requests for validation filed 
before enactment of the bill. The 2ing of a request by an individual 
for validation under the existing provisions of section 105(b) of the 
Social Seaurity Amendments of 1960 does not bar him from filing 
another request for validation under section 105(b) as amended by
the bill. 

Section 316(d) of the bill permits the validation of erroneously 
reported wages paid to employees of a nonprofit organization which 
has filed a waiver certificate but which nevertheless failed to provide 
effective social security coverage for some of its employees. Under 
section 316(d), remuneration paid to an individual for service which 
is excluded from employment under title II of the Social Security 
Act, and which is performed during the period in which the organiza­
tion had in effect a waiver certificate under section 3121 (k) (1) of the 
Internal Revenue Code of 1954, may be deemed to constitute re­
muneration for employment for purposes of title II of the Social 
Security Act if any amount has been paid as social security taxes 
with respect to such remuneration on or before the date of enactment 
of this act, if the service would have constituted employment as 
defined in section 210 of the Social Security Act if the requirements 
of section 3121 (k)(1) of the code had been satisfied, and if the indi­
vidual was listed at any time during the period the organization 
had a waiver certificate in effect under section 3121 (k) (1) of the 
Internal Revenue Code as a concurring employee, or he filed a val­
idation request under section 105(b) of the Social Security Amend­
ments of 1960 as in effect prior to the enactment of this act (but such 
listing or validation request was not effective with respect to the 
service being validated by this subsection). 

SECTION 317. COVERAGE OF TEMPORARY EMPLOYEES 
OF THE DISTRICT OF COLUMBIA 

Sections 317(a) and 317(b) of the bill amend the Social Security 
Act (sec. 2 10(a) (7)) and the Internal Revenue Code of 1954 (sec. 
3121 (b)(7)) to include in the definition of employment services 
performed by certain temporary employees of the District of Columbia. 
Under the amendments, service performed in the employ of the 
District of Columbia, or any wholly owned instrumentality thereof, is 
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included as employment if such service is not covered by a retirement 
system established by a law of the United States, except that the 
extension of coverage is not to apply to service performed: (1) In a 
hospital or penal institution by a patient or inmate thereof, (2) in a 
hospital of the District of Columbia by student nurses and certain 
other student employees (other than as a medical or dental intern or 
as a medical or dental resident-in-training) included under section 2 
of the act of August 4, 1947 (5 U.S.C. 1052), (3) on a temporary basis 
in certain emergencies, or (4) as a member of a board, committee, or 
council of the District of Columbia paid on a per diem, meeting, or 
other fee basis. 

Section 317 (c) of the bill amends section 3125 of the Internal Rev­
enue Code of 1954 (relating to returns in the case of governmental
employees in Guam and American Samoa) by changing the heading
thereof and adding a new subsection (c). The new subsection (c)
provides that the return and payment of the employee and employer 
taxes imposed under chapter 21 of the code (Federal Insurance Con­
tributions Act) with respect to services performed as employees of 
the District of Columbia, or of any wholly owned instrumentality of 
the District of Columbia, may be made by the Commissioners of the 
District of Columbia or by such agents as they may designate. A 
person making such return may, for convenience of administration, 
make payments of the employer tax imposed under section 3111 
without regard to the dollar limitations in section 3121 (a) (1) (although 
this subsection would not authorize such person to disregard these 
dollar limitations as to remuneration includible in returns made by 
him). The purpose is to relieve a~person making a return on behalf 
of any department or agency of the District of Columbia or any in­
strumentality wholly owned thereby, of any necessity for ascertaining 
whether any wages heave been reported for a particular employee by
any other reporting unit of such government or instrumentality. 

Section 317(d) of the bill amends section 6205(a) of the Internal 
Revenue Code of 1954 by adding a new paragraph (4). The new 
paragraph (4) provides that the Commissioners of the District of 
Columbia and each agent designated by them, pursuant to section 
3125 of the code, to make returns of the employee and employer 
taxes imposed under the Federal Insurance Contributions Act, will be 
deemed to be a separate employer for purposes of section 6205(a) of 
the code, relating to adjustments of underpayments of such taxes. 
Thus, adjustments of underpayments will be made by the reporting 
unit by which the underpayment was made. 

Section 317(e) of the bill amends section 6413 (a) of the Internal 
Revenue Code of 1954 by adding a new paragraph (4). The new 
paragraph (4) provides that the Commissioners of the District of 
Columbia and each agent designated by them, pursuant to section 
3125 of the code, to make returns of the employee and employer 
taxes imposed under the Federal Insurance Contributions Act, will 
be deemed to be a separate employer for purposes of section 6413(a)
of the code, relating to adjustments of overpayments of such taxes. 
Thus, adjustments of overpayments will be made by the reporting 
unit by which the overpayment was made. 

Section 317(f) of the bill amends paragraph (2) of section 64 13(c)
of the Internal Revenue Code of 1954 by redesignating the heading of 
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such paragraph (2) and by adding to such paragraph (2) a new sub­
paragraph (F). The new subparagraph provides that for purposes
of the special credit or refund provisions contained in section 6413 (c) (1)
of the code, the Commissioners of the District of Columbia and each 
agent designated by them to make returns of the employee and em­
ployer taxes imposed under the Federal Insurance Cofitributions 
Act will be deemed to be a separate employer. The effect of this 
amendment is to permit a claim for special credit or refund, rather 
than a general claim for refund under section 6402(a), in any case 
where an employee receives more than the maximum creditable 
wages in a calendar year by reason of having performed services for 
two or more reporting units of the District of Columbia or any in­
strumentality wholly owned thereby.

Section 317(g) of the bill provides that the amendments made by
section 317. will apply with respect to service performed after the 
calendar quarter in which such section is enacted and after the calen­
dar quarter in which the Secretary of the Treasury receives a certi­
fication from the Commissioners of the District of Columbia expressing
their desire to have the insurance system established by title II (and 
pt. A of title XVIII) of the Social Security Act extended to the officers 
and employees coming under the provisions of such amendments. 

SECTION 318. COVERAGE FOR CERTAIN ADDITIONAL 
HOSPITAL.EMPLOYEES IN CALIFORNIA 

Section 318 of the bill amends section 102(k) of the Social Security
Amendments of 1960 by adding a new paragraph (2) permitting the 
coverage agreement with the State of California to be modified to 
apply to certain additional services performed for any hospital affected 
by any modification (in the California State coverage agreement)
executed pursuant to section 102(k). The services which could thus 
be covered are those performed by individuals who were or are em­
ployed by such State (or any political subdivision thereof) after De­
cember 31, 1959, in any position described in section 102(k). The 
State will have until the end of the sixth month after the month of 
enactment in which to so modify its agreement. Such modification 
will be effective with respect to services performed on or after Jan­
uary 1, 1962; it will also be effective with respect to services performed
before January 1, 1962, where contributions in the proper amount 
have been paid before the date of enactment of the bill. 

SECTION 319. TAX EXEMPTION FOR RELIGIOUS GROUPS 
OPPOSED TO INSURANCE 

Amendment to the InternalRevenue Code of 1964 
Section 319(a) of the bill amends section 1402(c) of the code by

adding a new paragraph (6) which excepts from the term "trade or 
business" the performance of service by individuals who are members 
of certain religious faiths during the period for which an exemption
under the new subsection (h) (as added by sec. 319(c)) of section 1402 
is effective with respect to them. The effect of the amendment is to 
exempt from the self-employment tax an individual who is granted an 
exemption under section 1402(h) of the code. 
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Amendment to titde II of the Social Security Act 
Section 319(b) of the bill amends section 21 1(c) of the Social Security 

Act by adding a-new paragraph (6) which excepts from the term "trade 
or business" the performance of service by individuals who are mem­
bers of certain religious faiths during the period for which an exemp­
tion undei new subsection (li) (as added by sec. 319 (c)) of section 1402 
of the Internal Revenue Code of 1954 is effective with respect to them. 
The effect of the amendment is to remove from social security coverage 
a self-employed individual who is granted an exemption from tax 
under section 1402(h) of the code. 
Application for exemption from self-employment tax; amendment to 

the Internal Revenue Code 
Section 319(c) of the bill amends section 1402 of the code by adding 

a new subsection (hi). 
Paragraph (1) of section 1402 (h) provides that any individual may

file an apphication (in such form and manner and with such official 
as may be prescribed by regulations under sec. 1402 (h)) for an ex­
emption from the tax imposed on self-employment income if he is a 
member of a recognized religious sect or division thereof and is an 
adherent of established tenets or teachings of such sect or division 
by reason of which he is conscientiously opposed to the acceptance 
of the benefits of any private or public insurance making payments 
in the event of death, disability, old-age, or retirement or making 
payments toward the cost of, or providing services for, medical care. 
An individual who applies for exemption must, therefore, among 
other things, be opposed to all types of benefits or payments under 
titles II and XVIII of the Social Security Act. 

In order that an individual may be granted an exemption from the 
tax imposed on self-employment income, subparagraph (A) of section 
1402(h) (1) provides that the individual's application for exemption 
must contain, or be accompanied by, such evidence of such individual's 
membership in, and adherence to the tenets or teachings of, the 
religious sect or division thereof as the Secretary of the Treasury or 
his delegate may require for purposes of determining such individual's 
compliance with the requirements of the first sentence of paragraph
(1) of section 1402 (h), and subparagraph (B) of such section provides 
that such application must be accompanied by the individual's 
waiver of all benefits and other payments under titles II and XVIII 
of the Social Security Act on the basis of his wages and self-employ­
ment income as well as all such benefits and other payments to him 
on the basis of the wages and self-employment income of any other 
person. 

In addition to the requirements of subparagraphs (A) and (B) 
relating to the individual who files application for exemption from 
the tax on self-employment income, subparagraphs (C), (D), and 

(E)ofsecio 142() () rovide that an exemption may be granted
onl iftheSeretry f ealth, Education, and Welfare makes the 
folowig ithresect to the religious sect or division thereoffndigs 

of hih
schindviualisa member: 
1. That the sect or division thereof has the established tenets or 

teachings by reason of which the individual applicant is con­
scientiously opposed to the benefits of certain types of insurance; 

2. That it is the practice, and has been for a period of time 
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which the Secretary deems to be substantial, for members of such 
sect or division thereof to make provision for their dependent 
mnembers which, in the judgment of the Secretary, is reasonable 
in view of the general level of living of the members of the sect or 
division thereof; 

3. That the sect or division thereof has been in existence con­
tinuously since December 31, 1950. 

Section 1402(h) (1) of the code further provides that an exemption
from the tax on self-employment income may not be granted to an 
individual if any benefit or other payment referred to in subparagraph
(B) of such section became payable at or before the time of the filing
of such waiver. This provision applies if any such benefit or other 
payment would have become payable at such time but for a reduction 
of or deduction from such benefit or payment in accordance with the 
provisions of section 203 (relating to reduction of insurance benefits) 
or 222(b) (relating to deduction on account of refusail to accept
rehabilitation services) of the Social Security Act. 

Paragraph (2) of section 1402(h) of the code provides rules relating 
to the time for filing the application for exemption described in section 
1402(h)(1). Subparagraph (A) of section 1402(h)(2) provides that 
an individual who has self-employment income (determined without 
regard to the exception contained in sec. 1402(c) (6)) for any taxable 
year beginning after December 31, 1950 (see sec. 319(e) of the bill, 
relating to effective date), and ending before December 31, 1965, 
must file his application for exemption on or before April 15, 1966. 
Subparagraph (B) of section 1402(h) (2) provides that in any other 
case an individual must file his application for exemption on or before 
the due date of the return (including any extension thereof) for the 
first taxable year ending on or after December 31, 1965, in which 
he has self-employment income (determined without regard to sec. 
1402(c) (6)). If an individual fails to file an application for exemption
from the self-employment tax within the time prescribed by section 
1402(h) (2) (A) or (B), whichever is applicable in his case, he will 
not be entitled to the exemption. 

Paragraph (3) of section 1402(h) provides that an exemption granted 
to an individual pursuant to section 1402(h) will apply with respect 
to all taxable years beginning after December 31, 1950. However, 
su~bparagraph (A) of section 1402 (h) (3) provides that such exemption
will not apply for any taxable year which begins before the taxable 
year in which the individual who ifiles an application for exemption
first became a member of a recognized religious sect or division thereof 
and was an adherent of established tenets or teachings of such sect or 
division by reason of which he was conscientiously opposed to the 
acceptance of the benefits of certain types of insurance. Subpara­
graph (A) further provides that such exemption will not apply for 
any taxable year which begins before the date as of which the Secre­
tary of Health, Education, and Welfare finds that the sect or division 
thereof of which such individual is a member had the established 
tenets or teachings referred to in section 1402(h) (1), and that it was 
the practice of such sect or division to make reasonable provision for 
its dependent members. Subparagraph (B) of sectionl1402(h) (3) pro­
vides that an exemption granted pursuant to section 1402(h) will 
cease to be effective for an y taxable year ending after the time the 
individual who files an app lication for exemption ceases to meet the 
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requirements of the first sentence of section 1402(h) (1), or after the 
time as of which the Secretary of Health, Education, and Welfare finds 
that the sect or division thereof of which such individual is a member 
ceases to have the required tenets or teachings or ceases to make 
reasonable provision for its dependent members. 

Paragraph (4) of section 1402(h) provides that in any case where an 
individual who has self-employment income dies before the expiration 
of the time prescribed in section 1402(h) (2) for filing an application
for exemption pursuant to section 1402(h), such an application may
be ifiled with respect to such deceased individual within the time 
prescribed in section 1402(h) (2) with respect to him by a fiduciar­
acting for such individual's estate or by such individual's survivo;r 
(within the meaning of sec. 205(c) (1)(C) of the Social Security Act). 
Waiver of benefits; amendment to title II of the Social Security Act 

Section 319(d) of the bill adds a new subsection (v) to section 202 
of the Social Security Act. If an individual is granted a tax exemp­
tion under section 1402(h) of the Internal Revenue Code of 1954,' no 
benefits or other payments are to be payable to him under title II 
of the Social Security Act, no payments are to be made on his behalf 
under part A of title XVIII (hospital insurance benefits for the aged),
and no benefits or other payments are to ba payable to him on the 
basis of the wages and self-employment income of any other person,
after the filing of his waiver of benefits pursuant to section 1402(h) 
of the code. If the tax exemption ceases to be applicable, the waiver 
is to cease to be applicable to the extent benefits or other payments are 
based (1) on his self-employment income for and after the first taxable 
year for which the waiver ceases to be effective, and (2) on his wages
for and after the calendar year which begins with or in such taxable 
year. 
Effective date 

Section 319(e) of the bill provides that the amendments made by 
section 319 will apply with respect to taxable years beginning after 
December 31, 1950. Section 319(e) of the bill also provides, for 
purposes of such effective date, that chapter 2 of the Internal Revenue 
Code of 1954 (sees. 1401 through 1403) shall be treated as ajpplying 
to all taxable years beginning after December 31, 1950.- Thus, an 
application for exemption from tax under section 1402(h) of the 
Internal Revenue Code of 1954 will be treated as an application for 
exemption from the tax on self-employment income imposed by the 
Internal Revenue Code of 1939. 
Refund or credit of taxe8 

Section 319(f) of the bill provides that if refund or credit of any 
overpayment resulting from the enactment of such section 319 is 
prevented, by the operation of any law or rule of law, on the date of 
enactment of the bill or at any time on or before April 15, 1966, refund 
or ci'edit of such overpayment may, nevertheless, be made or allowed 
if claim therefor is filed on or before April 15, 1966. Section 319(f) 
further provides that no interest is to be allowed or paid on any 
overpayment resulting from the enactment of section 319. 
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SECTION 320. INCREASE IN EARNINGS COUNTED FOR 
BENEFIT AND TAX PURPOSES 

Section 320 of the bill raises the maximum amount of annual 
earnings subject to social security tax and counted toward benefits 
(the contribution and benefit base) from $4,800 to $6,600 beginning 
with 1966. 

Amendment~s to Title II of the Social Security Act 

Definition of wages 
Section 320(a) (1) of the bill amends section 209(a) of the Social 

Security Act (defining wages) to make the $6,600 contribution and 
benefit base applicable to wages paid after 1965. 
Definition of self-employment income 

Section 320(a) (2) amends section 211(b) (1) of the act (defining 
self-employment income) to make the $6,600 contribution and benefit 
base applicable for taxable years ending after 1965. 
Quarter of coverage 

Section 320(a) (3) amends clauses (ii) and (iii) of section 213 (a) (2) 
of the act (defining quarter of coverage) to provide that an individual 
will be credited with a quarter of coverage for each quarter of a 
calendar year after 1965 if his wages for such year equal $6,600, 
(rather than $4,800 as in present law). An individual will also be 
credited with a quarter of coverage for each quarter of a taxable year
ending after 1965 in which the sum of his wages and self-employment 
income equals $6,600 (rather than $4,800). 
Average monthly wage 

Section 320(a) (4) amends section 215(e) (1) of the act (relating to 
the amount of annual earnings that can be counted in computing an 
individual's average monthly wage) so as to increase from $4,800 to 
$6,600, effective for calendar years after 1965, the maximum amount 
of annual earnings that may be counted in the computation of an 
individual's average monthly wage for purposes of determining benefit 
amounts. 

Amendments to the InternalRevenue Code of 1954 

Definition of self-employment income 
Section 320(b) (1) of the bill amends section 1402(b) (1) of the 

Internal Revenue Code of 1954 (defining self-employment income) by 
increasing the maximum annual limitation on self-employment income 
subject to the sell-employment tax from $4,800 to $6,600 for taxable 
years ending after 1965. 
Definition of wages 

Section 320(b) (2) amends section 3121 (a) (1) of the code (defining
wages) by increasing the maximum annual limitation on wages 
subject to social security tax from $4,800 to $6,600 for calendar years 
after 1965. 
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Federal service 
Section 320(b) (3) amends section 3122 of the code (relating to 

Federal service) so as to conform its provisions to the changes made 
in increasing the contribution and benefit base from $4,800 to $6,600 
for calendar years after 1965. 
Returns in the case of governmental employees in Guam and American 

Samoa 
Section 320(b)(4) amends section 3125 of the code (relating to 

governmental employees in Guam and American Samoa) so as to 
conormitsproisins o te $6,600 contribution and benefit base for 
caledaryear afer 165.(This increase in the base will also apply 
to he emloyesof the Of whoemprar District Columbia are 

incldedn sctio 312 bysection 317(c) of the bill.) 
Special refunds of employee tax 

Sections 320(b)(5) and 320(b)(6) amend section 6413(c) of the 
code (relating to special refunds of social security tax paid by an 
employee on aggregate wages in excess of $4,800 received by him from 
more than one employer during a calendar year) so as to conform the 
special refund provisions to the $6,600 contribution and benefit base 
for calendar years after 1965. 

Eeffective Date 

Section 320(c) provides effective dates for the changes made by the 
section. The amendments made by section 320 (a)(l) and (a)(3)(A)
and by section 320(b) (except par. (1)) are applicable only with 
respect to remuneration paid after December 1965; the amendments 

madeby30 ecton()(2, (a(3)B),and b)() ae aplicable only 
wit rspet o ndngaftr 96; ad heamendmentsaxaleyers

madeby20a)ecton4) re pplcabe oly ithresect to calendar 

SECTION 321. CHANGES IN TAX SCHEDULES 

Section 321 of the bill provides new schedules of social security tax 
rates, with the rates provided for hospital insurance being set forth in 
schedules which are separate from those provided for old-age, sur­
vivors, and disability insurance. 
Self-employment tax 

Section 321(a) of the bill amends section 1401 of the Internal 
Revenue Code of 1954 to provide new schedules of social security tax 
rates on self-employment -income. 

Subsection (a) of the amended section 1401 provides a schedule of 
tax rates on self-employment income for old-age, survivors, and dis­
ability insurance. Under present law the rates of self-employment tax 
for old-age, survivors, and disability insurance are as follows: 

Tax rde
Taxable years beginning after- (Percent)

1962 (and before 1966) ---------------------------------------- 5.4 
1965 (and before 1968) ---------------------------------------- 6.2 
1967 ------------------------------------------------------- 6.9 
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Under the bill, the rates of self-employment tax for old-age, survivors, 
and disability insurance will be as follows: Txrt 

Taxable years beginning after- (percent) 
1965 (and before 1969)---------------------------------------- 5.8 
1968 (and before 1973)---------------------------------------- 6. 7 
1972------------------------------------------------------- 7.0 

Subsection (b) of the amended section 1401 provides a schedule of 
tax rates on self-employment income for hospital insurance. The 
rates of self-employment tax provided for hospital insurance are as 
follows: 

Tax rate 
Taxable years beginning after- (percent) 

1965 (and before 1967) --------------------------------------- 0.325 
1966 (and before 1971)---------------------------------------- .50 
1970 (and before 1973)---------------------------------------- .55 
.1972 (and before 1976)----------------------------------------. 60 
1975 (and before 1980) ---------------------------------------. 65 
1979 (and before 1987)---------------------------------------- .75 
1986------------------------------------------------------- .85 

The new section 1401(b) provides that, for purposes of the tax 
imposed for hospital insurance, the exclusion of employee repre­
sentatives by section 1402(c)(3) of the code will not apply. Thus, 
the performance of service by an individual as an employee repre­
sentative, as defined in section 3231(c) of the code (the Railroad 
Retirement Tax Act), is included in the term " trade or business" as 
defined in section 1402(c) for purposes of the tax imposed by the new 
section 1401 (b)-but it should be noted that this change would not be 
made if section I1 11(d) (4) of the bill becomes effective. 
Taxes on employees and employers 

.Section 321 (b) and 321 (c) of the bill amend section 3101 and section 
3111, respectively, of the Internal Revenue Code of 1954 to provide 
new schedules of social security tax rates on wages for both employees 
and employers. 

Subsection (a) of the amended section 3101 and subsection (a) of 
the amended section 3111 provide schedules of tax rates on wages 
for old-age, survivors, and disability insurance. Under present law 
the tax rates for employees and employers are as follows: 

Tax rate 
employer and 

employee, each 
Calendar years- (percent)

1963-65, inclusive -------------------------------------------- 3% 
1966-67, inclusive-------------------------------------------- 4% 
1968 and after----------------------------------------------- 4% 

Under the bill, the rates for employees and employers for old-age, 
survivors, and disability insurance will be as follows: 

Tax rate 
employer awl 
employee, each 

Calendar years- (Percent)
1966-68, inclusive ------------------------------------------- 3. 85 
1969-72, inclusive ------------------------------------------- 4.45 
1973 and after ---------------------------------------------- 4. 9 

Subsection (b) of the amended section 3101 and subsection (b) of 
the amended section 3111 provide schedules of tax rates on wages 
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for hospital 'insurance. The employee and employer tax rates for 
hospital insurance are as follows: 

Tar rate 
employer and 

Calendar years-- emrloeeea 
1966------- Z----------------------------------------------- 0.325 
1967-70, inclusive ------------------------------------------- .50 
1971-72, inclusive ------------------------------------------- .55 
1973-75, inclusive -------------------------------------------. 60 
1976-79, inclusive -------------------------------------------. 65 
1980-86, inclusive -------------------------------------------. 75 
1987 and after---------------------------------------------~_.85 

For purposes of the employee tax and the employer tax imposed by
the new sections 3101(b) and 3111(b), respectively, the exception
from employment contained in paragraph (9) of section 3121(b) of 
the code is made inapplicable. Thus service performed by an em­
ployee as defined in section 3231 (b) of the code (the Railroad Retire­
ment Tax Act) constitutes employment, unless excluded under some 
paragraph (other than paragraph (9)) of section 3121(b), for purposes
of determining wages subject to the employee and employer taxes 
imposed by the new sections 3101(b) and 3111(b)-but it should be 
noted that this change would not be made if paragraphs (5) and (6)
of section 1 1 1(d) of the bill become effective. 
Effective dates 

Section 321 (d) of the bill provides that the amendments made by
section 321 (a) will apply only with respect to taxable years which 
begin after December 31, 1965, and that the amendments made by
sections 321 (b) and 321 (c) will apply with respect to remuneration 
paid after December 31, 1965. 

SECTION 322. REIMBURSEMENT OF TRUST FUNDS FOR 
COST OF NONCONTRIBUTORY MILITARY SERVICE 
CREDITS 

Section 322 of the bill amends section 217(g) of the Social Security
Act to revise the provisions for the reimbursement of the trust funds 
for the cost of benefits based on military service in the period from 
September 16, 1940, through December 1956. 

Paragraph (1) of the revised section 217(g) provides that in Sep­
tember 1965 and in every fifth September thereafter up to and in­
cluding September 2010, the Secretary of Health, Education, and 
Welfare will determine the amount which, if aid 'in equal aninual 
installments, would be needed to place the idage and survivors 
insurance, disability insurance, and hospital insurance trust funds 
in the same position at the end of June 2015 as they would be if 
benefits based on military service in the period from September 16, 
1940, through December 1956 had not been provided.

Paragraph (2) of the revised section 217(g) authorizes annual ap­
propriations to each of the trust funds in the amounts determined 
under paragraph (1) for each fiscal year in the 50 fiscal years, 1966­
2015, as reimbursement for the cost of paying benefits based on mili­
tary service in the period from September 16, 1940, through December 
1956. 

Paragraph (3) of the revised section 217(g) authorizes a final 
appropriation to each of the trust funds for the fiscal year ending 
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June 30, 2016, to place the trust funds in the same position in which 
they~would have been on June 30, 2015, if benefits based on military
service in the period from September 16, 1940, through December 
1956 had not been provided.

Paragraph (4) of the revised section 217(g) provides for annual 
appropriations to the old-age and survivors insurance, disability
insurance, and hospital insurance trust funds to meet the costs of 
paying benefits after June 30, 2015, based on military service in the 
period from September 16, 1940, through December 1956. 

SECTION 323. ADOPTION OF CHILD BY RETIRED WORKER 

Section 323 (a) of the bill amends section 202(d) of the Social 
Security Act (relating to child's insurance benefits) by striking out 
the last sentence in paragraph (1) (relating to adoptions by disabled 
workers) and by ading two new paragraphs (9) and (10). The new 
paragraph (9) of section 202(d) in effect retains the existing provisions
relating to adoptions by disabled workers and makes such provisions
applicable in the case where the worker is entitled to old-age insurance 
benefits and was entitled to disability insurance benefits for the 
month preceding the first month for which he was entitled to old-age
insurance benefits. The effect of the new paragraph (10) of section 
202(d) is to restrict the payment of child's insurance benefits when a 
child is adopted by a worker after the worker became entitled to old-
age insurance benefits (without first becoming entitled to disability
insurance benefits) by adding the following new requirements: (1)
the child must have been living with the worker at the time the worker 
became entitled to old-age insurance benefits or adoption proceedings
had begun at or before that time; (2) the child must have been re­
ceiving at least one-half of his support from the worker for the entire 
year before the worker became entitled to old-age insurance benefits 
or before a period of disability began which continued until he became 
entitled to old-age insurance benefits; and (3) the adoption must have 
been completed within 2 years after the worker became entitled to 
old-age insurance benefits. 

Section 323(b) of the bill provides that the new requirements (added
by section 323(a)) will be effective with respect to applications for 
child's insurance benefits on or after the date of enactment of the bill. 
The requirement that adoption be completed within 2 years after the 
worker became entitled to benefits is not to apply in any case where 
a child is adopted within 1 year after the month in which the bill is 
enacted. 

SECTION 324. EXTENSION OF PERIOD FOR FILING PROOF 
OF SUPPORT AND APPLICATIONS FOR LUMP-SUM 
DEATH PAYMENT 

Section 324 (a) of the bill amends section 202(p) of the Social 
Security Act. The amended section 202(p) provides that in any 
case where the proof of support required in connection with an appli­
cation for husband's insurance benefits, widower's insurance benefits, 
or parent's insurance benefits, or the application for a lump-sum death 
payment, is not filed within the 2-year period prescribed in the appli­
cable sections of the law and where there was good cause for failure 

49-643 0--65--pt. l--18 
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to file such proof or application, the application or proof may be ifiled 
at any time after the expiration of the 2-year period and will be 
deemed to have been filed within that period. Under existing law 
an extension of only 2 additional years is provided in such cases. 

Section 324(b) of the bill provides that the amendment made by 
subsection (a) will be effective with respect to monthly benefits and 
lump-sum death payments based on applications ifiled in or after the 
month of enactment of the bill. 

SECTION 325. TREATMENT OF CERTAIN ROYALTIES FOR 
RETIREMENT TEST PURPOSES 

Section 325(a) of the bill amends section 203(f) (5) of the Social 
Security Act, relating to the determination of a person's net earnings
and net loss from self-employment for retirement test purposes, by
adding a new subparagraph (D). The new subparagraph provides
that, in determining the net earnings from self-employment of a-
beneficiary who has attained age 65, there is to be excluded in comput­
ing his gross income from a trade or business any royalties received in 
or after the year in which he attained age 65 if he shows to the satisfac­
tion of the Secretary of Health, Education, and Welfare that the 
*royaltiesare attributable to a copyright or patent which was obtained 
before the taxable year in which he attained age 65 and that the prop­
erty to which the copyright or patent. relates was created by his own 
personal efforts. 

Section 325(b) of the bill provides that the changes made by sub­
section (a) will be effective for taxable years beginning after 1964. 

SECTION 326. AMENDMENTS PRESERVING RELATIONSHIP 
BETWEEN RAILROAD RETIREMENT AND OLD-AGE, 
SURVIVORS, AND DISABILITY INSURANCE SYSTEMS 

Section 326(a) of the bill makes a technical amendment to section 
1(q) of the Railroad Retirement Act of 1937 to preserve the existing
relationship between such act and title II of the Social Security Act. 
Under this amendment, references to the Social Security Act in the 
Railroad Retirement Act of 1937 will be considered to be references to-
the Social Security Act as amended in 1965. 

Section 326(b) of the bill amends section 5(1) (9) of the Railroad 
Retirement Act of 1937, relating to situations where social security
credits are transferred to the railroadsretirement program. Benefits 
to survivors of a railroad employee are payable either under the 
railroad retirement program or the social security program, but not 
both, on the basis of the employee's combined earnings under both 
programs. In general, benefits are payable under the railroad retire­
ment program if the individual has a current connection with the 
railroad industry at the time of his death. The compensation for 
railroad service is 'creditable up to $5,400 a year for this purpose.
However, under present law, where an individual has less than the 
maximum of $5,400 in creditable compensation for a year, only enough
of his earnings from employment subject to title II of the Social 
Security Act can be added to his compensation to increase the com­
bined creditable earnings to $4,800, the present limit on earnings for a 
year under title II of the Social Security Act. To take into account 
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the increases made by section 320 of the bill in the maximum amount 
of annual earnings creditable under social security, section 326 (b) of 
the bill amends section 5(1)(9) of the Railroad Retirement Act of 1937 
to permit the crediting of earnings for a year in such an. amount as to 
cause the combined total earnings to be as much as the new earnings
and tax base under social security-$6,600 a year for years after 1965. 

SECTION 327. TECHNICAL AMENDMENT RELATING TO 
MEETINGS OF BOARD OF TRUSTEES OF THE OLD-AGE, 
SURVIVORS, AND DISABILITY INSURANCE TRUST 
FUNDS 

Section 327 of the bill amends section 201 (c) of the Social Security 
Act to require the Board of Trustees of the Federal Old-Age and 
Survivors Insurance Trust Fund and the Federal Disability In­
surance Trust Fund to meet at least once each calendar year, rather 
than once each 6 months as required under present law. (A similar 
provisionl for annual meetings of the Board of Trustees is included in 

theroviions of the bill (discussed above) creating the Federal 
HoptlInsurance Trust Fund and the Federal Supplementary 

Me~Cl Isurance Trust Fund.) 

SECTION 328. APPLICATIONS FOR BENEFITS 

Section 328(a) of the bill amends section 202(j)(2) of the Social 
Security Act (relating to the life of applications for all monthly in­
surance benefits other than disability insurance benefits) to provide
that an application for monthly benefits under section 202 fied before 
the first month in which the applicant satisfies the requirements for 
such benefits shall be deemed a valid application only if the applicant
satisfies the requirements for such benefits before the Secretary makes 
a final decision on the application. The amended section 202(j) (2)
also provides that if upon final decision by the Secretary, or decision 
upon judicial review thereof, the applicant is found to satisfy the 
requirements for entitlement, the application shall be deemed to have 
been filed in such first month. 

Section 328 (b) of the bill makes conforming changes in section 216(i)
(2) of the Social Security Act (relating to the life of applications for 
determinations of disability).

Section 328(c) of the bill makes conforming changes in section 223(b)
of the Social Security Act (relating to the life of applications for dis­
ability insurance benefits).

Section 328(d) of the bill prvides that the changes made by sub­
sections (a), (b), and (c) wilapywith respect to (1) applications
ifiled on or after the date oencmnt of the bill, (2) applications on 
which the Secretary has not made a final decision before 
the date of enactment of the bill, and (3) if a civil action has 
been commenced under section 205(g) of the Social Security Act 
before the date of enactment of this bill, applications as to which there 
has been no final judicial decision before the date of enactment of the 
bill. 
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SECTION 329. OVERPAYMENTS AND UNDERPAYMENTS 

Section 329 of the bill substitutes a new subsection (a) for the present
subsection (a) of section 204 of the act (relating to the adjustment of 
overpayments and underpayments), and a new subsection (b) for the 
present subsection (b) of section 204 (relating to waiver of adjustment 
or recovery of overpayments).

The new subsection (a) of section 204 of the act broadens the Secre­
tary's authority to adjust overpayments and clarifies and broadens 
the Secretary's authority to adjust underpayments. Paragraph (1)
of the new subsection (a) provides that where a person is paid more 
than the correct amount, the overpayment shall be adjusted, or 
recovered under regulations prescribed by the Secretary, by requiring
the overpaid person or his estate to make a refund, or by decreasing 
any social security benefits payable to the overpaid person or to any
other person on the earnings record that served as the basis of the 
benefit payments to the overpaid person. (Under present law, 
recovery from persons other than the overpaid person can be made 
only in cases where the overpaid person has died.)

Paragraph (2) of the new subsection (a) provides that where a 
person is paid less than the correct amount, the Secretary shall pay
the balance due to the underpaid person. If the underpaid person
dies before receiving the full amount due him, or after receiving but 
before negotiating checks representing the correct payments, the 
balance of the amount due, or the amount for which checks were 
properly issued but not negotiated, shall be paid under regulations
prescribed by the Secretary in the order of priority which he determines 
will best carry out the purposes of the social security program.
(Under present law, the Secretary has only very limited authority to 
dispose of underpayments in death cases; adjustment can be made only
where the underpayment was the result of an error, and it can be 
adjusted only by adding the amount of the underpayment to the 
subsequent benefits of others getting benefits on the same earnings
record as the deceased.) 

The new subsection (b) of section 204 of the act broadens the 
Secretary's authority to waive adjustment or recovery of overpay­
ments. Under present law, a condition for waiving adjustment or 
recovery of an overpayment is that the over paid person be without 
fault; waiver is not authorized if the overpaid person is at fault even 
though the person from whom adjustment or recovery is sought is 
without fault. The new subsection (b) authorizes the Secretary to 
waive adjustment or recovery of an overpayment from any person
who is without fault, even where he is not the overpaid person and 
the latter is at fault. 

SECTION 330. PAYMENTS TO TWO OR MORE INDIVIDUALS 
OF THE SAME FAMILY 

Section 330 of the bill substitutes a new subsection (n) for the 
present subsection (n) of section 205 of the act. The new subsection 
retains the provision of present law under which the Secretary may
authorize a joint payment to two or more individuals of the same 
family equal to the total benefits due them, and adds a prdvision
under which the Secretary of the Treasury may authorize the surviving 
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payee or payees of such a combined benefit check to cash one or more 
such checks which were not negotiated before one of the payees died, 
provided that the part (if any) of the proceeds from each check that 
represents an overpayment is to be adjusted or recovered as provided 
in section 204(a) of the act. 

SECTION 331. VALIDATING ERRONEOUS EARNINGS
 
REPORTED BY MINISTERS
 

Optionalprovisionfor certaincertiJ~catesfiled on or before April 15, 1967 
Section 331 (a) of the bill amends section 1402(e) of the Internal 

Revenue Code of 1954 by striking out paragraphs (5) and (6) and 
adding a new paragraph (5). Pursuant to the new paragraph (5), 
any individual who has filed a certificate under section 1402(e) by 
April 15, 1965, and who has filed a timely return reporting earnings 
derived by him in any taxable year ending after 1954 from the per­
formance of service as a minister, a member of a religious order (other 
than one who has taken a vow of poverty as a member of such order), 
or a Christian Science practitioner, but who does not have self-
employment coverage for the first year for which such a return was 
filed because a certificate under section 1402(e) is not in effect with 
respect to such year, may have his self-employment coverage as a 
minister, member of a religious order, or Christian Science practitioner 
begin with such first year. The election may be made in the following 
manner: 

Such an individual (or a fiduciary acting for such individual or his 
estate, or any survivor who is or may become entitled to monthly 
benefits* under title II of the Social Security Act on his earnings 
record) as described above may file a supplemental certificate and 
indicate thereon an election to have the certificate previously filed by 
such individual made effective for the first taxable year ending after 
1954 for which he filed such a return, and for all succeeding taxable years. 

The new paragraph (5) also permits a survivor of an individual who 
died on or before April 15, 1965, and who had filed a timely return 
reporting his earnings in any taxable year ending after 1954 from the 
performance of service as a minister, a member of a religious order (as 
described above), or a Christian Science practitioner, but who failed 
to file a valid waiver certificate electing social security coverage, to 
file a waiver certificate effective with such first year. Such a certificate 
would be effective for the first taxable year ending after 1954 for which 
such deceased minister filed such a return, and for all succeeding years. 

In either of the above two cases, if the supplemental certificate or 
the waiver certificate is to be valid, it must be filed on or before April 
15, 1967, and all self-employment tax (whether or not attributable to 
earnings as a minister, member of a religious order, or Christian 
Science practitioner) due for each taxable year for which the certificate 
is effective under the new, paragraph (5) must be paid on or before 
April 15, 1967. Moreover, any such tax previously refunded as an 
overpayment because no valid certificate was then in* effect with re­
spect to the year for which paid must be repaid to the United States, 
together with the interest allowed on the refund, on or before such 
date. However, any underpayment of the tax which is attributable 
to an error made in good faith will not invalidate an election which 
is otherwise valid. Any such tax which is paid or repaid for a year 



258 SOCIAL SECURITY AMENDMENTS OF 1965 

with respect to which the period of limitation on assessment or col­
lection has expired will not be regarded as an overpayment solely
because such period has expired. It should be noted that Aprill15,
1967, falls on a Saturday, and section 7503 of the Code provides that 
an act required to be performed on a Saturday, Sunday, or legal
holiday is timely if performed on the next day which is not a Saturday,
Sunday, or legal holiday. 
Administrative [provisions 

Pursuant to section 331(b) of the bill, no interest or penalty will be 
imposed with respect to self-employment tax paid on or before April
15, 1967, on earnings derived from the performance of service as a 
mnxister, member of a religious order, or Christian Science practitioner,
for taxable years for which a certificate is effective under the new 
paragraph (5). In addition, the period for assessing taxes which 

become payable under the new paragraph (5) will expire not earlier 
than April 16, 1970. 
Irtcltusion of earnings in 8oewi 8ecurity records 

Section 331 (c) of the bill provides that notwithstanding the time 
limitation relating to the inclusion of self-employment income in 
social security records (sec. 205(c) (5) (F) of the Social Security Act), 
the Secretary of Health, Education, and Welfare may conform his 
records to tax returns or statements of earnings derived in any taxable 
year ending after 1954 which constitute self-employment income 
solely by reason of the filing of a certificate (or supplemental certifi­
cate) which is effective under section 1402(e) (5). 
Effective dates 

Section 331 (d) of the bill provides that the amendments made by
section 331 of the bill shall be applicable only with respect to certifi­
cates (and supplemental certificates) ifiled after the date of enactment 
of the bill. However, no monthly benefits under title II of the Social 
Security Act will be increased or payable by reason of such amend­
ments for any month earlier than the month after the month of enact­
ment of the bill and no lump-sum death payments under that title 
in the case of deaths prior to the date of enactment of the bill will be 
payable or increased by reason of such amendments. 

SECTION 332. DETERMINATION OF ATTORNEY'S FEES 
IN COURT PROCEEDINGS UNDER TITLE II 

Section 332 of the bill adds a subsection (b) to section 206 of the. 
Social Security Act and changes the title of the section from "Repre­
sentation of Claimants Before the Secretary" to "Representation of 
Claimants." Paragraph (1) of the new subsection permits a court 
that renders a favorable decision to a claimant in a case arising
under the social security program to set a reasonable fee-not in 
excess of 25 percent of the total of the past due benefits which become 
payable as a result of the court's decision-for the attorney who 
represented the claimant before the court. Paragraph (1) also pro­
vides that, notwithstanding the provisions of section 205(i) of the 
Social Security Act (relating to certification by the Secretary of the 
amount of payments to be made), the Secretary may certify for 
payment to the attorney, out of the total of such past due benefits, 
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the amount of the fee set by the court. In the case of any such 
judgment, no other fee may be payable or certified for payment.

aragraph (2) provides that any attorney who demands or receives 
any additional amount for his services in representing the claimant 
before the court shall be guilty of a misdemeanor and' subject to a 
fine of up to $500, or up to 1 year's imprisonment, or both. 

SECTION 333. CONTINUATION OF WIDOW'S AND WID­
OWER'S INSURANCE BENEFITS AFTER REMARRIAGE 

Section 333(a) of the bill adds to the provisions for paying widow's 
insurance benefits a special provision for paying benefits to widows 
(not including surviving divorced wives) who remarry after attaining 
age 60, with the remarried widow's benefit for each month in which she 
is remarried equal to 50 percent of the primary insurance amount of 
the deceased husband. 

Section 333(b) adds a similar provision to the present provisions for 
paying widower's insurance benefits to permit a widower who remarries 
after attaining age 62 to get a widower's insurance benefit equal to 50 
percent of the primary insurance amount of the deceased wife for 
each month in which he is remarried. 

Section 333(c) amends the present provisions under which a person
who is simultaneously entitled to more than one dependent's benefit is 
paid the higher benefit, so that a person who is.entitled to a widow's 
or widower's insurance benefit under the provisions of subsection (a) 
or (b) of this section would be paid the widow's or widower's benefit, 
and the other dependent's benefit would be reduced by the amount of 
the widow's or widower's benefit. While the law provides for with­
holding a wife's or husband's benefit payable on the current spouse's
earnings record when the spouse works and earns enough to be subject 
to the retirement test, the provision for paying the widow's or wid­
ower's benefit first and then the difference between that and any
other auxiliary benefit payable will mean that the remarried widow or 
widower will generally be able to get a benefit even if the new spouse
works. 

Section 333(d) provides that the effective date for paying the 
widow's and widower's insurance benefits to remarried people will be 
the second month after the month of enactment; in the case of people 
not entitled to widow's or widower's insurance benefits in the month 
after enactment, benefits would be payable on the basis of applica­
tions filed in or after the month of enactment. 

SECTION 334. CHANGES IN DEFINITIONS OF WIFE, 
WIDOW, HUSBAND, AND WIDOWER 

Section 334 (a) of the bill amends the definition of "wife" in section 
2 16(b) of the Social Security Act to include a woman who, in the month 
prior to the month of the marriage to the person on whose earnings
record benefits are claimed, was actually or potentially entitled to a 
widow's, parent's, or (if she was over age 18) child's insurance annuity 
under section 5 of the Railroad Retirement Act. Sections 334 (b),
(c), and (d) of the bill make similar amendments in the definitions of 
"widow," "husband" and "widower" in sections 216. (c), (f), and (g) 
of the Social Security Act. 
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Sections 334 (e) and (f) of the bill amend section 202 (c) (2) (relating 
to husband's insurance benefits) and 202(f) (2') (relating to widower's 
insurance benefits) by making inapplicable the requirement that the 
wife or deceased wife be currently insured and the husband or widower 
have been dependent on her in order for him to receive husband's 
or widower's insurance benefits where he was actually or potentially 
entitled to a widower's, parent's, or (if he was over age 18) child's 
insurance annuity under section 5 of the Railroad Retirement Act 
in the month before his marriage to the person on whose earnings. 
record benefits are claimed. 

Section 334(g) of the bill provides that the changes made by 
section 334 shall be applicable only with respect to monthly insurance 
benefits under the Social Security Act beginning with the second 
month following the month of enactment on the basis of applications 
ifiled in or after the month of enactment. 

SECTION 335. REDUCTION OF BENEFITS BASED ON DIS­
ABILITY ON ACCOUNT OF RECEIPT OF WORKMEN'S 
COMPENSATION 

Section 335(a) of the bill adds a new section 224 to the Social 
Security Act which provides that where an individual is entitled to 
benefits under section 223 of the act there shall be a reduction in his 
benefits under section 202 and 223 of the act on account of concurrent 
receipt of periodic workmen's compensation benefits. The new 
section 224 will be applicable with respect to benefits payable for 
months after December 1965 based on applications filed after 
December 1965. 

Clauses (1) and (2) of subsection (a) of the new section 224 provide 
that if for any month prior to the month in which an individual attains 
age 62 he is entitled both to benefits under section 223 and to periodic 
benefits under a workmen's compensation law or plan of the United 
States or a State, and if the Secretary has, in a prior month, received 
notice of such entitlement, the total of his benefits under section 223 
for such month and any benefits under section 202 based on his wages 
and self-employment income shall be su~bject to reduction (but not 
below zero) as prescribed in the following clauses of this section. 
Clauses (3), (4), (5), and (6) of section 224 (a) provide that the reduc­
tion shall be in the amount that the sum of such total of benefits 
under sections 223 and 202 and the periodic workmen's compensation' 
benefit paid for such month exceeds the higher of 80 percent of the 
individual's "average current earnings" or the total of his disability 
insurance benefits under section 223 for such month and of any 
monthly insurance benefits under section 202 for such month based 
on his wages and self-employment income, prior to reduction under 
this section. Clauses (7) and (8) of section 224(a) provide that in 
no case shall the reduction for any month after the first month for 
which reduction is required under this section reduce such total of 
benefits payable under sections 223 and 202 to an amount that is 
less than the sum of the total of benefits under such sections 223 and 
202 after reduction under this section for such first month and an~ 
increases in the benefits payable under this title effective after sucK 
first month with respect to t he benefits payable to the disabled worker 
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and the persons entitled to benefits on his wages and self-employment 
income in the month such subsequent reduction is made. 

An individual's "average current earnings" means the larger of 
(A) his average monthly wage (as defined in see. 215) used in deter­
mining his disability insurance benefit under section 223 or (B) 
one-sixtieth of the total of his wages and self-employment income 
for the 5 consecutive calendar years after 1950 for which such wages 
and self-employment income were highest. 

To illustrate the manner in which the. reduction provision will 
operate: Assume that a worker, his wife and child are entitled to 
benefits under sections 202 and 223 for the month of March 1966 in 
the total amount of $244 and that the Secretary was notified in Febru­
ary 1966 that the worker has been receiving a periodic benefit for per­
manent and total disability under a State workmen's compensation 
law amounting to $48 a week ($20 A per month). On these assump­
tions a total of $452 monthly would be paid under both programs. 
Assume, further, that the disabled worker's average monthly wage 
computed under section 215 of the Social Security Act equals $340 
and that one-sixtieth of the wages and self-employment income cred­
ited to his social security account in his five highest consecutive 
years after 1950 equals $400. Eighty percent of the latter amount 
(the higher of these) equals $320. As a result, the total amount pay­
able monthly under social security must be reduced by $132, the amount 
by which such total benefits under both programs exceeds $320. 
Therefore, the total family benefit payable for March 1966 under 
social security, after reduction under this section, will amount to $244 
minus$1.32 ($112). Furthermore, under clause (7) summarized above, 
any reduction for a future month for these beneficiaries may not result 
in a total social security benefit lower than the sum of $112 and any 
future benefit increases. 

The new section 224(b) provides that where a periodic workmen's 
compensation benefit is payable on other than a monthly basis (ex­
cluding a benefit payable as a lump sum except to the extent that it is a 
commutation of or a substitute for periodic benefits), the reduction 
shall be made at such times and in such amounts as the Secretary de­
termines will approximate as nearly as practicable the reduction pre­
scribed in subsection (a) of this section. Since in some workmen's 
compensation cases, workers incur medical,' legal, or related ex­
penses in connection with their workmen's compensation claims, or 
in connection with the injuries they have suffered, and since the work-
men's compensation awards are generally understood to include com­
pensation for these expenses (except to the extent that special pro­
vision is made in the award to cover them or they are provided without 
cost to the worker), for purposes of this section the Secretary would 
not, in computing the amount of the periodic benefit payable to an 
individual under a workmen's compensation program, include any 
part of the workmen's compensation lump sum or benefit which he 
finds is equal to the amount of such expenses paid or incurred by the 
worker. 

The new section 224(c) provides that reduction of benefits under 
this section shall be made after reduction under subsection (a) of 
section 203 (relating to reduction for the family maximumi) but before 
deductions under sections 203 and 222(b). This requirement is in­
tended to assure. consistency between the. provision for a reduction on 
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account of receipt of workmen's compensation (as provided in the 
new sec. 224) and the provisions of the present law governing adjust­
ments, actuarial reductions, and deductions (such as deductions on 
account of earnings) which are generally applied cumulatively.

To illustrate the application of this section: Assume that a disabled 
worker "H," his wife "E" and two children "C1" and "C 2" under age 18 
are entitled to social security benefits in January 1967, and that the 
Secretary has been informed in December 1966 that "H" is receiving 
permanent and total disability benefits under a State workmen's 
compensation law. Assume further that H's social security average
monthly wage is $340 resulting in a primary insurance amount (and a 
disability insurance benefit) of $122 per month (and a maximum 
family benefit of $273.60), and a benefit of $61 monthly, each, for 
E, C1, and C2 before application of the family maximum provisions
of the schedule in section 215. Assume further, that H's "high five" 
average is $400 per month. On these assumptions application of 
this family maximum results in benefits (before the workmen's com­
pensation reduction) as follows: 
A----------------------------------------------------------- $122. 00 
E -----------------------------------------------------------
C, -- --------------------------------------------------------

50.60 
50.60 

C2 --- 50. 60 

Total---------------------------------------------- 273. 80 
H's workmen's compensation benefit is $48 weekly ($208 per month)

and the family total under both programs before reduction equals 
$481.80 ($273.80 plus $208).

Under the facts assumed above, the reduction would be $481.80 less 
$320 (80 percent of "high five" average), or $161.80. The social 
security family payable for January would thus be $273.80 less 
$161.80, or $112. 

Assume that in February, E accepts a job paying $6,000 per year.
In that case the social security benefit payable before reduction under 
this section would be: 
A-------------------------------------------------------- $122 
C,--------------------------------------------------------------6 1 
Ci -- 61 

Total ------------------------------------------------ 244 
The total benefits under both programs would then be $244 plus $208 

which equals $452. The social security benefit would have to be 
reduced by $132 to $112 so that the total payable under both programs
in February 1965 would be $320. 

Similarly, suppose H, a disabled worker is entitled to disability
benefits in January 1966 amounting to $135.90. Assume that H has a 
wife, aged 62, who is entitled to a reduced old-age benefit on her own 
record of $48 per month. After application of section 202(k) she 
would be entitled, in addition, to a wife's benefit as H's wife of $3 
monthly. The reduction under this section would, of course, be com­
puted on the basis of a total family disability benefit of $138.90,
and charged a~ainst the same benefit. 

Section 224FCd) provides that there shall be no reduction under this 
section where the workmen's compensation law or plan under which 
the periodic benefit is paid contains any provision requiring a redue.. 
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tion of workmen's compensation when anyone entitled thereto is en­
titled to benefits under section 223. 

Section 224(e) provides that the Secretary may require that an 
individual entitled to benefits under section 223 who may be eligible 
for periodic workmen's compensation benefits, certify whether he has 
or intends to file a claim for periodic workmen's compensation* bene­
fits, and if so, whether there has been a decision on such claim. This 
subsection further provides that the Secretary may rely upon such 
certification furnished by the individual that he has not filed and does 
not intend to file such a claim, or that he has so filed and no final 
decision thereon has been made, in certifying benefits for payment 
pursuant to section 205(i). 

Paragraph (1) of section 224(f) provides that in the second calendar 
year after the year in which reduction of a disabled worker's social 
security benefit (and those of his dependents) was first required, and 
in each third year thereafter, the Secretary shall redetermine the 
amount of the benefits still subject to reduction under this section; 
but such redetermination shall not result in any decrease in the total 
amount of benefits payable under this title on the basis of such indi­
vidual's wages and self-employment income. Such redetermination 
shall be determined as of, and shall be effective with the January 
following the year in which such redetermination was made. 

Paragraph (2) of section 224 (f) provides that in making the rede­
termination required under paragraph (1) of subsection (f), the indi­
vidual's "average current earnings" (as defined in subsec. (a)) shall 
be deemed to be the product of his "average current earnings" as 
initially determined under subsection (a) and the ratio of (i) the 
average of taxable wages of all persons for whom taxable earnings 
were reported to the Secretary for the first calendar quarter of the 
calendar year in which the redetermination is made, to (ii) the average 
of the taxable wages of such persons reported to the Secretary for the 
first calendar quarter of the calendar year in which the individual's 
reduction was initially computed (but not counting any reducteiin 
made for benefits for a previous period of disability). Any amount 
so determined which is not a multiple of $1 shall be reduced to the 
next lower multiple of $1. 

Section 224(g) provides that whenever a reduction is made under 
this section in the total of benefits based on an individual's wages and 
self-employment income, each benefit, except the disability insurance 
benefit shall first be proportionately decreased, and any excess of 
the reduction that is required for such month over the sum of all 
such benefits other than the disability insurance benefits shall then 
be applied to such disability insurance benefit. 

To illustrate the operation of this section (with special reference to 
the effects of subsecs. (f) and (g) and clause (7) of subsec. (a)), 
assume that a worker is disabled in an occupational accident in a 
certain future year and that he has a wife and one child under age 
18. His workmen's compensation benefit is $48 a week, which is 
$208 on a monthly basis. 

His "average monthly wage" that is used to compute his social 
security disability benefit is $420, and so his primary insurance 
amount is $140. Accordingly, his monthly social security disability 
insurance benefits before reduction, are $140 for himself, $70 for his 
wife, and $70 for his child-a total of. $280.. 
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His covered wages in his highest 5 consecutive years after 1950 
totaled $27,000, or a monthly average of $450. Since the latter is 
higher than his "average monthly wage," it is used as his "average 
current earnings."

The monthly maximum initially applicable to his combined social 
security disability benefits and workmen's compensation benefits is 
then 80 percent of $450 or $360. Since the total of his workmen's 
compensation benefits and the unreduced social security disability
benefits payable on his account is $488, the family's social security
benefits must be reduced by $128. Accordingly, since the reduction 
is first applicable to the dependents' benefits, the reduced social 
security disability 'insurance benefits are as follows: Worker, $140;
wife, $6; and child, $6 (a family total of $152 for social security and 
of $360 for the combined workmen's compensation and social security
benefit).

Next, assume that legislation providing for a benefit increase for 
all OASDI beneficiaries is enacted and becomes effective in the next 
year and that this worker's primar insurance benefit is increased 
by $10 (to $150), which in tur wud increase his wife's benefit by
$5 (to $11) and his child's benefit by $5 (to $11). Under subsection 
(a) these increases are passed on to the disabled worker and his 
family, despite the 80-percent limitation. 

Finally, assume that the average of the taxable wages of all persons
for whom taxable wages were reported in the first calendar quarter of 
the year in which he was disabled was $1,200 and that such average for 
the second following year was $1,320, or 10 percent higher.

Accordingly, the "80 percent of average current earnings" limita­
tion is increased, effective for January of the next year, from $360 to 
$396 per month. Thus, the family social security benefits have a 
monthly maximum of $188 (i.e., $396, minus the $208 workmen's com­

ensation benefit). The disabled worker receives the full disability
tenefit of $150 (including the $10 increase provided by the across­
the-board benefit increases after initial determination), and the wife 
and child each receive $19 per month. 

If the redetermination ofthe "80 percent of average current earn­
ings" limitation had been such as to increase the total of the work-
then' compensation benefit and the family social security benefit from

teinitial $360 per month by $20 or less, then under clause (7) of sub­
section (a), the social security benefit payable would be unchanged-
at $150 for the worker and $11 each for the wife and child (reflecting
only the across-the-board benefit increases after initial determination). 

SECTION 336. FACILITATING DISABILITY DETERMINA­
TIONS 

Section 336 (a) of the bill amends section 221 (b) of the Social Security
Act so as to exclude the individuals referred to mn section 221 (g) (4) from 
the agreements with States for making disability determinations. 

Section 336 (b) of the bill amends section 221 (g) of the Social Security
Act to include among the individuals with respect to whom the Secre­
tary will make the disability determinations referred to in section
221 (a) of the Social Security Act (determinations of whether an in­
dividual is under a disability and of the day such disability began,
and the determination of the day on which such disability ceases) 
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those individuals with respect to whom the Secretary, in accordance 
with regulations prescribed by him, finds that a determination of 
disability or cessation of disability can be made on the evidei~ce 
furnished by or on behalf of such individuals from sources of informa­
tion as to examination and treatment which are designated by such 
individuals, or on the evidence of remunerative work activities per­
formed by such individuals. 

Section 336(c) provides that the changes made by subsections (a)
and (b) shall take effect in any State which has an agreement with the 
Secretary under section 221 when the Secretary finds that implementa­
tion of section 221 (g) (4) of the Social Security Act can be effectuated 
with respect to individuals in such State without impeding the efficient 
administration of the disability insurance program in -such State. 

SECTION 	337. PAYMENT OF COSTS OF REHABILITATION 
SERVICES FROM THE TRUST FUNDS 

Section 337 of the bill amends section 222 of the Social Security
Act by redesignating subsections (b) and (c) as subsections (c) and 
(d), respectively, and by inserting after subsection (a) a new sub­
section (b).

Paragraph (1) of the new subsection (b) provides that for the 
purpose of making vocational rehabilitation services more readily
available to disabled individuals who are entitled to disability insur­
ance benefits under section 223 or child's insurance benefits under 
section 202(d) after having attained age 18 (and who are under a 
disability), to the end that savings will result to the trust funds as a 
result of re~habilitating the maximum number of such individuals into 
productive activity, there are authorized to be transferred from the 
trust funds such sums as may be necessary to enable the Secret'ary to 
pay the costs of vocational rehabilitation services for such individuals 
(including services furnished during their waiting periods) and so 
much of the expenditures for the administration of any State plan 
as is attributable to carrying out this subsection. The total amount 
of the funds that may be made available from the trust funds for 
such purpose may not, in any fiscal year, exceed 1 percent of the 
benefits under section 202(d) for children who have attained age 18 
(and are under a disability) or under section 223, which were certified 
for payment in the preceding year. The selection of individuals to 
receive such rehabilitation services, including the order of selection,
shall be made in accordance with criteria formulated by the Secretary
which are based upon the effect the provision of such services would 
have on the trust funds. 

Paragraph (2) of the new subsection (b) provides that, in the case 
of each State willing to do so, such vocational rehabilitation services 
shall be furnished under a State plan which (a) has been approved
under section 5 of the Vocational Rehabilitation Act; (b) provides
that, to the extent funds provided under this subsection are adequate
for the purpose, such services will be furnished with reasonable 
po romptness to any person in the State meeting the criteria prescribed
bethe Secretary pursuant to paragraph (1) and in accordance with 

teorder of selection determined under such criteria; and (c)provides
that such services will be furnished to any individual without regard
to his citizenship, place of residence, his need for financial assistance 
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(except as provided in regulations of the Secretary in the case of 
maintenance during rehabilitation), or any order of selection followed 
under the State plan pursuant to section -5(a) (4) of the Vocational 
Rehabilitation Act. 

Paragraph (3) of the new subsection (b) provides that where a 
State does not have a plan which meets the requirements of paragraph 
(2), the Secretary may provide such services by agreement or contract 
with other public or private agencies, organizations, institutions, or 
individuals. 

Paragraph (4) of the new subsection (b) provides that payments 
under the new subsection (b) may be made in installments, and in 
advance or by way of reimbursement, with necessary adjustments on 
account of overpayments or underpayments.

Paragraph (5) of the new subsection (b) provides that money paid 
from the trust funds under this new subsection to pay the costs of 
providing services to individuals who are entitled to benefits under 
section 223 shall be charged to the Federal Disability Insurance Trust 
Fund, and all other money paid out from the trust funds under this 
subsection shall be charged to the Federal Old-Age and Survivors 
Insurance Trust Fund. According to such methods and procedures 
as he may deem appropriate, the Secretary is required to determine: 
(a) the total cost ofthe services provided under the new subsection 
(1,), and (b) the amount of such cost which should be charged to each of 
the trust funds. 

Paragraph (6) of the new subsection (b) provides that for the pur­
poses of this subsection the term "'vocational rehabilitation services" 
shall have the meaning assigned to it in the Vocational Rehabilitation 
Act, except that such services may be limited in type, scope, or amount 
mn accordance with regulations of the Secretary designed to achieve 
the puroses of this subsection. 

SECTION 338. RETIREMENT SYSTEMS IN MAINE 

Section 338 of the bill amends section 316 of the Social Security
Amendments of 1958 to reopen such section until July 1, 1970, thereby 
extending to that date the time during which the State of Maine may,
in modifying its coverage agreement under section 218 of the Social 
Security Act, deem a retirement system covering positions of teachers 
and positions of other employees to be a separate retirement system 
with respect to the positions of such teachers and a separate retire­
ment system with respect to the positions of such other employees
for social security coverage purposes. 

SECTION 339. STUDENTS IN IOWA AND NORTH DAKOTA 

Section 339 of the bill provides that the State of Iowa and the State 
of North Dakota may modify their agreements entered into pursuant 
to section 218 of the Social Security Act so as to exclude from social 
security coverage service performed in any calendar quarter in the 
employ of a school, college, or university by a student who is enrolled 
and is regularly attending classes at such school, college, or university 
if the remuneration for such services is less than $50. Such a modifi­
cation would specify the effective date of the exclusion of such service, 
but the effective date could not be earlier than the enactment date of 
the bill. 
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SECTION 340. QUALIFICATION OF CHILDREN NOT
 
QUALIFIED UNDER STATE LAW
 

Section 340 (a) of the bill amends the Social Security Act by adding 
a new paragraph (3) to section 216(h) (relating to the determination 
of family status for social security benefit purposes) so as to make 
benefits payable on the basis of an insured worker's earnings to an 
applicant who is the son or daughter of the worker, but who cannot 
meet the definition of "child" under present law. Such an applicant 
will be considered the child of the worker if the worker (1) has ac­
knowledged in writing that he is the child's father; (2) has been decreed 
by a court to be the child's father; (3) has been ordered by a court to 
contribute to the support of the child because he is the child's father; 
or (4) is shown by other evidence satisfactory to the Secretary to be 
the child's father and has been living with or contributing to the 
supp )rt of the child. The new paragraph (3) provides that in the 
case of a worker entitled to old-age insurance benefits (who was not, 
in the month preceding such entitlement, entitled to disability insur­
ance benefits), such acknowledgment, court decree, or court order 
must have occurred not less than 1 year before the worker became 
entitled to benefits or attained age 65, whichever is earlier, or the 
worker must have been living with or contributing to the support of 
the child at the time the worker became entitled to benefits or attained 
age 65, whichever is earlier. In the case of a worker who is entitled 
to disability insurance benefits (or was entitled to such benefits in 
the month preceding his entitlement to old-age insurance benefits), 
such acknowledgment, court decree, or court order must have occurred 
before such insured individual's most recent period of disability, or 
the worker must have been living with or contributing to the support 
of the child at the time the disability began. In the case of a deceased 
worker such acknowledgment, court decree, or court order must have 
occurred before the worker's death, or the worker must have been 
living with or contributing to the support of the child at the time 
he died. 

Section 340(b) makes a conforming change in section 202(d) of 
the Social Security Act, which provides for the payment of child's 
insurance benefits. 

Section 340(c) provides that the amendments made by section 340 
shall apply with respect to benefits beginning with the second month 
following the month of enactment on the basis of applications ifiled in 
or after the month -of enactment. 

SECTION 341. EMPLOYEES OF MEMBERS OF AFFILIATED 
GROUP OF CORPORATIONS 

Section 341 (a) of the bill amends section 3121 (a) of the Internal 
Revenue Code of 1954 (defining "wages" for social security tax 
purposes) by adding a new sentence at the end of paragraph (1) 
thereof. Paragraph (1) of section 3121 (a) of the code provides, in 
part, a maximum annual limitation on wages subject to social security 
tax. The new sentence provides that under certain circumstances 
remuneration with respect to employment paid by a member of an 
affiliated group to an employee may he considered, for purposes of 
the maximum annual limitation, as having been paid to such employee 
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by another member of the affiliated group. The term "affiliated 
goup," as used in the new sentence, means an affiliated group as 

defined in section 1504 (a) of chapter 6 of the code (relating to con­
solidated returns) but determined without regard to sections 1504 
(b) and (c) (relating to the definition of "&includible corporation" and 
to includible insurance companies, respectively). 

The new sentence applies only with respect to an employee who 
during a particular calendar year is employed by a member of an 
affiliated group after having been previously employed by a member 
(or members) of the same group in such year. Further, the new sen­
tence applies only with respect to remuneration (other than remunera­
tion which is excluded from "wages" by other paragraphs of sec. 
312-1(a)) witji respect to employment. Such remuneration of a par­
ticular member of the group for a calendar year, for purposes of the 
maximum taxable earnings base, shall be considered to include any 
remuneration paid (or considered under this provision to have been 
paid) during such year by any other member of the group prior to his 
employment with the particular member. Thus, if individual Ais 
employed by group member X from January 1 through June 30 and at 
some later time in the same calendar year performs services for group
member Y, remuneration with respect to employment paid by X to 
employee A will be treated as having been paid by Y for the purpose of 
determining whether Y has paid to A during that calendar year re­
muneration with respect to employment equal to the maximum annual 
limitation on wages.

Section 341 (b) provides that the amendment made by subsection (a)
will apply only'with respect to remuneration paid after 1965. 

TITLE IV-PUBLIC ASSISTANCE AND MISCEL­
LANEOUS AMENDMENTS 

SECTION 401. INCREASED FEDERAL PAYMENTS UNDER 
PUBLIC ASSISTANCE TITLES OF THE SOCIAL SECURITY 
ACT 

Section 401(a) of the bill amends section 3(a) (1) of the Social 
Security Act. The first step of the formula by which Federal pay­
ments to States with approved plans for old-age assistance under title 
I are determined is changed so as to provide Federal sharing in 31/37ths
of the first $37 of the average monthly assistance payment instead of 
29/35ths of the first $35 of the average monthly assistance payment.
The amendment also has the effect of applying the Federal percentage
in the second step f the present formula to an additional $38, instead 
of the present a~dditional $35, of the State's average payment. The 
additional Federal share in State expenditures for medical care, 
determined on the basis of the Federal medical percentage of the next 
$15 of a State's average payment, available under the third step of the 
present formula, is continued, thus giving under the formula as changed 
by the bill a potential Federal participation in State expenditures up 
to an average of $90. In addition, the formula is restated for the 
second and third steps, so as to give recognition to the State's expendi­
tures for medical care before applying the Federal percentage to the 
remaining expenditures for which Federal participation is available. 
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The formula, as restated by section 401 (a) of the bill, would pay 
States, in addition to the amount computed under section 3 (a) (1)(A) 
of the Social Security Act, and in lieu of the amounts now computed
under section 3(a) (1) (B) and (C) of such act, the larger of the 

foloii: (I) the Federal percentage (as defined in sec. 1101(a) (8)) of 
all expenditures for old-age assistance in excess of expenditures 
counted under clause (A), but not counting so much of the excess 
as exceeds $38 times the total number of recipients of old-age 
assistance; plus 

(II) 15 percent of the State's expenditures in the form of 
medical care, up to a maximum of $15 times the total number 
of recipients of old-age assistance; or 

(ii) (I) -the Federal medical percentage (as defined in sec. 6(c)) 
of all expenditures in excess of expenditures counted under clause 
(A), but not counting expenditures that exceed (a) $52 times the 
total number of recipients, or (b) if smaller, the total expenditures 
for medical care plus $37 times the total number of recipients; 
plus

(II) the Federal percentage of all expenditures in excess of 
expenditures counted under clause (A) and the provisions of 
clause (B) (ii) described in these paragraphs (ii) (I) and (II), but 
not counting so much of the excess as exceeds $38 times the total 
number of recipients.

Section 401 (b) of the bill makes corresponding changes in title XVI 
of the Social Security Act. 

Section 401(c) of the bill amends section 403(a) (1) of the Social 
Security Act so as to change the formula by which the Federal share 
of aid to families with dependent children is determined. The present
share of 14/17ths of the first $17 of the average monthly assistance 
payment is increased to 5/6ths of the first $18 of such payment. The 
ceiling for Federal participation is raised from $30 a month to $32 a 
month per recipient.

Sections 401 (d) and 401 (e) of the bill amend sections 1003 (a) (1)
and 1403 (a) (1), respectively, of the Social Security Act so as. to change 
the formula by which the Federal share of aid to the blind or aid to 
the permanently -and totally disabled is determined. The present
share of 29/35ths of the first $35 of the average monthly assistance 
payment is increased to 31/37ths of the first $37 of such payment,
and the ceiling for Federal participation is raised from $70 a month 
to $75 a month per recipient. 

Section 401 (f) of the bill provides that the amendments made by
the preceding provisions of section 401 will apply to expenditures 
made after December 31, 1965, under a State plan approved under 
title I, IV, X, XIV, or XVI of the act. 

SECTION 402. PROTECTIVE PAYMENTS 

Section 402 of the bill amends sections 6(a), 1006, 1405 and 1605(a)
of the Social Security Act, (as such sections are amended by sec. 221 
of the bill), to extend the definitions of "old-age assistance," "aid to 
the blind," "aid to the permanently and totally disabled," and "aid 
to the aged, blind, or disabled" to include protective payments-i.e., 
payments made on behalf of the recipient to an individual who (as 
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determined in accordance with standards prescribed by the Secretary
is interested in or concerned with ther welfare of the recipient. The 
State plan, under which the payments are made must include provision 
for­

(1) determination by the State agency that protective pay­
ments are necessary because, by reason of a physical or mental 
condition, the recipient is so unable to manage funds that pay­
ments to him would be contrary to his welfare; 

(2) making payments in this form only when they (together 
with other income and resources) will meet all the needs of the 
individuals with respect to whom they are made, under rules 
otherwise applicable under the State plan for determining need 
and the amount of aid or assistance paid;

(3) special efforts to protect the welfare of the recipient and 
to improve, to the extent possible, his capacity for self-care and 
ability to manage funds; 

(4) 	 periodic -review by the State agency to determine whether 
paymntsin his ormarestill necessary, with provision for ter­
minaionof aymntsif not necessary and for seeking judi­uch 

cia apoinmen 
ofa gardanor legal representative when such 

actin estsere te iterests of the recipient; andwll 
(5) opportunity for a fair hearing before the State agency on 

the determination that protective payments are necessary. 
Section 402 Ce) of the bill provides that the amendments made by

the preceding provisions of section 402 will apply to expenditures 
made after December 31, 1965, under a State plan approved under 
title I, X, XIV, or XVI of the act. 

SECTION 403. DISREGARDING CERTAIN EARNINGS IN 
DETERMINING NEED UNDER ASSISTANCE PROGRAMS 
FOR THE AGED, BLIND, AND DISABLED 

Sections 403(a) and 403(c) of the bill amend sections 2(a) (10) (A) 
and 1602(a)(14) of the Social Security Act, effective January 1, 1966. 
These sections of the Social Security Act allow the States in deter­

miigneed for old-age assistance or for aid to the aged, blind, or 
diambled (insofar as it relates to the aged) to disregard, of the first 
$50 per month of earned income, not more than the first $10 thereof 
Eluis one-half of the remainder. Under the amendments made by the 
till, these amounts would be increased to $80 and $20, respectively;
thus, in determining need for such assistance or aid, the State agency 
may disregard, of the first $80 of earned income for any month, not 
more than the first $20 thereof plus one-half of the remainder. 

Sections 403(b) and 403(c) of the bill amend sections 1402(a)(8) 
and 1602(a) (14) of the act to extend this same exclusion of income 
to any individual claiming aid to the permanently and totally dis­
abled or aid to the aged, blind, or disabled (insofar as it relates to 
the disabled). Thus, with respect to such individuals the State would 
be authorized to disregard, of the first $80 of earned income for any 
month, not more than the first $20 thereof plus one-half of the re­
mainder. Under such amendments States may also disregard, for a 
period not in excess of 36 months, such additional amounts of other 
income and resources as may be necessary to the fulfilment of such 
an individual's approved plan for achieving self-support, but only as 
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to the part or parts of such period during substantially all of which he 
is actually undergoing vocational rehabilitation. 

SECTION 404. ADMINISTRATIVE AND JUDICIAL REVIEW 
OF PUBLIC ASSISTANCE DETERMINATIONS 

Section 404 of the bill amends title XI of the Social Security Act 
by adding a new section 1116 designed to provide for administrative 
and judicial review of certain administrative determinations made 
after December 31, 1965, with respect to State plans under the public
assistance titles of such act (including the new title XIX added by 
sec. 121 of the bill). 

Under the new section 1116 (a) (1), the Secretary of Health, Educa­
tion, and Welfare must, not later than 90 days after a State submits 
a plan to him for approval under one of the public assistance titles,
make a determination as to whether it fulfills the conditions for ap­
proval specified in such title. Such 90-day period may be extended 

by written agreement of the Secretary and such State. 
Section 1116(a) (2) provides that a State which is dissatisfied with 

such a determination may, within 60 days of notification thereof, 
petition the Secretary to reconsider his determination of disapproval.
The Secretary must within 30 days after receipt of such petition
schedule a hearing and notify the State of the time and place. The 
hearing must be held not less than 20 days nor more than 60 days
after the date the State is given notice thereof, 'Unless the Secretary
and the State agree in writing to another time. The decision of the 
Secretarv to affirm, modif-, or reverse his original determination must 
be made within 60 days after the hearing is concluded. 

Section 1116(a) (3) provides that a State which is dissatisfied with 
a final determination by the Secretary on such a reconsideration or 
with his final determination (to withhold funds) under section 4, 404,
1004, 1404, or 1604 of the Social Securitv Act, or under section 1904 
of such act (as added by sec. 121 (a) of the bill), may, within 60 days
of notification thereof, petition the United States court of appeals for 
the circuit in which the State is located to re-view such determination. 
The clerk of such court will forthwith transmit a, copy of the petition
to the Secretary, who will thereupon file in the court the record of the 
administrative proceedings as provided in 28 U.S.C. 2112. 

Section 1116 (a) (4) makes the Secretary's findings of fact conclusive 
if they are supported by substantial evidence. The court is author­
ized, for good cause shown, to remand the case to the Secretary to 
take further evidence. In such case, the Secretary may make new 
or modified findings of fact and may modify his previous action, and 
he will certify to the court the record of such additional proceedings.
Such findings of fact will likewise be conclusive if supported by sub­
stantial evidence. 

Section 1116(a) (5) vests jurisdiction in the court to affirm the Secre­
tary's action or to set it aside, in whole or in part. The judgment is 
reviewable by the Supreme Court upon certiorari or certification as 
provided in 28 U.S.C. 1254. 

Section 1116(b), provides that, for purposes of obtaining the admin­
istrative and judicial reviews authorized under the new section 1116(a), 
any amendment of an approved State plan majy, at the State's option,
be treated as the submission of a new State pfan. 
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Section 1116(c) provides that action pursuant to an initial deter­
mination of the Secretary described in'section 1116(a) is not to be 
stayed pending- reconsideration. In the event, however, that the 
Secretary subsequently determines that such initial determination 
was incorrect, the funds incorrectly withheld or otherwise denied 
must be restored to the State forthwith in a lump sum. 

Section 1116(d) provides that the State is entitled to and upon 
request must receive reconsideration of any determination by the 
Secretary, to disallow Federal financial participation in any item or 
class of items for which the State claimed such participation under a 
public assistance title of the Social Security Act (including the new 
title XIX, added by the bill). 

SECTION 405. MAINTENANCE OF STATE PUBLIC 
ASSISTANCE EXPENDITURES 

Section 405 of the bill amends title XI of the Social Security Act by 
adding a new section 11 17 designed to assure the maintenance of 
State effort in the financing of approved State plans under the public
assistance titles of such act. 

The new section 1117(a) provides that any increase in the Federal 
payenttoa Sateforanyquarter in the priod January 1, 1966, 
thrughJun 30 199-ie.,the increase in the' total of the amounts 
othrwiepyabe fr schquarter pursuant to determinations made 
undrsctins3, 03,103, 1403, and 1603 of such act and under 

section 1903 of such act (as added by section 121(a) of the bill)-will 
be reduced to the extent that the State has not maintained expendi­
tures from State and local funds of at least the same amount as was 
spent under its approved plans 'in a base period against which current 
quarter expenditures would be measured. 

The amount of the reduction, if any, for a current quarter would 
be the amount by which­

(1) the excess of (A) the total of the Federal shares determined 
for the State under all of the sections of the act referred to above 
for such quarter over (B) the total of the Federal shares deter­
.mined under sections 3, 403, 1003, 1403, and 1603 of the Act for 
the same quarter of fiscal year 1965, is greater than 

(2) the excess of (A), the total expenditures for the current 
quarter under all of the State's approved plans (including its 
plan under the new title XIX) over (B) the total of the expendi­
tures under all of its plans under titles I, IV, X, XIV, and XVI 
for the same quarter of fiscal year 1965. 

The new section 1117(a) also gives the State the option to substitute 
(with respect to each of the quarters of any fiscal year) for the amount 
determined under paragraph (1)(B) above­

(3) the total of the Federal shares determined for the State for 
the same quarter in fiscal year 1964; or 

(4) the average of the totals determined for each quarter in 
fiscal year 1964 or fiscal year 1965. 

If the State elects the substitution under paragraph (3), there will be 
substituted for the amount determinedf under paragraph (2) (B)
the total expenditures under its plans a pproved under titles I, IV, 
X, XIV, and~ fVor the quarter referred to mn paragraph (3). If the 
State elects the substitution under paragraph (4) for either of the years 
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referred to therein, there will be substituted for the amount deter­
mined under paragraph (2)(B) the average of the total expenditures 
under such approved plans for each quarter in the same fiscal year. 
Where the State has elected to substitute under paragraph (3) or (4), 
that election will apply with respect to all quarters in the fiscal year 
for which the substitution (under par. (3) or (4), as the case may be) 
has been elected. 

The new section 1117(b) provides that expenditures under any or 
all plans of a State app roved under title I, IV, X, XIV, XVI, or XIX 
(as added by the bill), and the reduction determined with respect 
thereto under such section 1117, will be determined on the basis of 
data in the quarterly reports of the State to the Secretary pursuant 
to and in accordance with his requirements under such titles; and 
determinations so made will be conclusive for purposes of such new 
section. 

The new section 1117(c) provides that if a reduction is required 
under section 1117 (a) and (b) in the total of the Federal shares 
determined for a State under sections 3, 403, 1003, 1403, 1603, and 
1903 (as added by the bill) for any quarter, the Secretary is to deter­
mine which of such amounts should be reduced and the extent thereof 
in such way as he deems will best further the purpose of maintaining 
State effort under the State's federally aided public assistance pro­
grams, and with the total of such reductions equaling the reduction 
required under section 1117 (a) and (b). 

SECTION 406. DISREGARDING OASDI BENEFIT INCREASE, 
AND CHILD'S INSURANCE BENEFIT PAYMENTS BE­
YOND AGE 18, TO THE EXTENT ATTRIBUTABLE TO 
RETROACTIVE EFFECTIVE DATE 

Section 406 of the bill permits a State, notwithstanding the require­
ments in titles I, IV, X, XIV, and XVI of the Social Security Act 
for the consideration of income and resources in determining need for 
aid or assistance under a plan of the State approved under any such 
title, to disregard the amount of any OASDI monthly insurance 
payment (or payment under the Railroad Retirement Act of 1937 by 
reason of sec. 326(a) of this bill) to a beneficiary which is attributable 
to any one or more of the months between December 1964 and the 
third month following the month in which this bill becomes law, but 
only to the extent it is also attributable (1) to the increase in such in­
surance benefits resulting from the enactment of section 301 of the bill, 
or (2) to the payment of child's insurance benefits after attainment of 
age 18, in the case of children attending school, resulting from the 
enactment of section 306 of the bill. 
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SECTION 407. EXTENSION OF GRACE PERIOD FOR DIS­
REGARDING CERTAIN INCOME FOR STATES WHERE 
LEGISLATURE HAS NOT MET IN REGULAR SESSION 

Section 407 of the bill provides that, notwithstanding section 701 
of the Economic Opportunity Act of 1964 (enacted August 20, 1964),
funds to which a State is otherwise entitled under the public assistance 
titles of the Social Security Act (including title XIX as added by the 
bill) for any period before the first month following the month of 
adjournment of the State's first regular legislative session adjourning
after August 20, 1964, will not -be withheld -because of action taken 

puruan tatte tate which prevents the State from com­toa f te 
plyig wthhe equremntsof section 701 (a) of the Economic 

OpprtuityActof964(reatig t th diregrdof certain income 
in dterinig ned fr fderlly ide pulicassistance). 

SECTION 408. AMENDMENTS RELATING TO PUERTO 
RICO, VIRGIN ISLANDS, AND GUAM 

Section 408 (a) and (b) of the bill changes the limitation in section 
1108 of the Social Security Act on payments to Puerto Rico, the Virgin
Islands, and Guam. These changes are effective for fiscal yiears 
beginning on or after the date on which the plan of any such jurisdic­
tion under title XIX of such act (as added by the bill) is approved.
The section also makes conforming changes to section 1112 of the act. 

SECTION 409. OPTOMETRISTS' SERVICES 

Section 409 provides that whenever payment is authorized under 
the Social Security Act for services that an optometrist is licensed to 
perform, the beneficiary has the freedom to select the services of 
either a physician skilled in diseases of the eye or an optometrist. 

SECTION 410. ELIGIBILITY OF CHILDREN OVER AGE 18 
ATTENDING SCHOOL 

Section 410 of the bill amends section 406(a) (2)(B) of the Social 
Security Act so as to permit Federal financial participation in State 
payments of aid to families with dependent chilren for children age
18-2 1 regularly attending a school, college, or university. Provisions 
of present law, which remain in effect, include children 18-2 1 if 
they are regularly attending a vocational or technical training course 
designed to fit them for gainful employment. 

SECTION 411. DISREGARDING CERTAIN EARNINGS IN 
DETERMINING NEED OF CERTAIN DEPENDENT 
CHILDREN 

Section 411 of the bill amends section 402(a) (7) of the Social Security
Act effective July 1, 1965, to permit a State, in determining need for 
aid to families with dependent children, to disregard not more than 
$50 per month of earned income of each dependent child under age 18 
but not more than three in the same home. 



INDIVIDUAL VIEWS 

The undersigned have joined in these following views opposing 
enactment of the so-called medicare provisions of H.R. 6675 as 
amended by the majority of the members of the Senate Finance 
Committee. 

We recognize as a fact that some of our aged citizens need govern­
mental assistance to meet the cost of adequate medical care. But 
we are also convinced that many of the aged are capable of meeting 
their medical costs without Governmnent assistance; thus the best 
solution has not been devised. We must oppose any legislation
which would derive its financing from a compulsory tax on first 
dollars of wages earned by the Nation's working men and women 
to pythe hospital and other medical bills of the well-to-do and 
wealthy aged, most of whom are well able to meet such bills from 
their own -resources. Such legislation produces an unequitable and 
unjustified tax burden on gross earnings of wage earners. 

In addition, fiscal experts both in and out of the administration 
concede that a $6.8 billion annual brake will be applied to the Nation's 
economy. The $6.8 billion increase (to multiply in cost in later 
years) will not even cover early year program costs according to 

buiness actuaries and experts with experience in the health insurance 
and health care fields. They can prove their contention from health 
insurance claim experience and by the annual reports of countries 
which have enacted compulsory government health programs.
Saskatchewan, for example, in less than 18 years shows an increase 
of 200 percent in hospital utilization by its aged. No such estimates 
were computed in arriving at an expected cost figure in this legisla­
tion. Costs in the British social security program have so sky­
rocketed that some responsible Englishmen prominent in the welfare 
field are now advocating a change so that only the needy would be 
aided in an effort to avoid bankruptcy of their entire welfare system.

Some advocates in this Congress, attempting to give assurance 
that the medicare program won't impair the retirement funds, point 
to the separate trust fund as though it would vouchsafe retirement 
dollars. This is illusory. Congress 10 years ago provided a separate 
trust fund for the disability program and our 10-year experience finds 
us in this very legislation having to rob the retirement fund. It is 
unfair that we impair the solvency of a program upon which many
retired persons and millions more to retire in the future depend, at 
least as a retirement foundation. 

We deplore the damage this legislation will do to our voluntary
private insurance system. Its immediate effect will destroy private 
initiative for our aged to protect themselves with insurance against
the costs of illness. More than 60 percent of our aged now purchase,
without Government assistance, hospital and medical insurance. 
This private effort will cease if Government benefits are given to all 
aged. We anticipate that a Government health program for the aged 
will be extended to additional age groups of the population by the 
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same erroneous rationale which motivates the passage of this legisla­
tion to the extinction of the private insurance industry. A replace-

menofpriatesecor ctiity in the health insurance industry could 
be epeted ohernations' experience dictates that it wouldinfac, 
be rpeaed adegaringpriate hospitals, private medical schools, 
infiitu.Te avoctesof this legislation are already at work 

pointing out how the ste taken in this bill representsmrl the 
begmnning of Government medical care for persons of alags

Compulsory Government health insurance is wellalnthwy
through our legislative process against the advice of tetoms 
knowledgeable groups on the subject in our society-our physicians
and our insurance industry. Ironically, the proponents of the legis­
lation depend upon these two groups to make the legislation succeed. 
The insurance industry is to provide the expertise in making the ar­
rangements with the providers of health services and health care, and 
only the physicians can certify a beneficiary for benefits by declaring
his condition as "a medical necessity" requiring hospitalization, 
nursing home care, diagnostic care, home hiealth services, or physician 
care. 

We have urged the majority of the members of the committee to 
look to other methods to avoid killing private responsibility, or at 
least some degree of self-responsibility, including the use of deductibles 
and coinsurance to hold down the cost and to eliminate the "smack 
of socialism" implicit in a coverage-for-all program without avail. 
We have warned against imitating foreign country government type
health programs, most of which have already experienced strife, 
financial difficulty, and a deterioration of the quality of medical 
excellence. We are proud of our medical system, which has produced
the greatest progress in prolonging life and reducing the incidence of 
disease and sickness. 

We plead that though the hour is late, it is never too late to do the 
right thing. Let's consult with our great medical profession and 
cease listening to voices of government witnesses who throughout the 
world have sung the siren songs which have resulted in mediocre 
government quality medicine replacing a far better system under 
which a free medical profession can continue to produce medical 
miracles for all mankind. 

HARRY F. BYRD. 
JOHN J. WILLIAMS. 
WALLAcE, F. BENZNETT. 
CARL T. CURTIS. 
THRUSTON B. MORTON. 



SUPPLEMENTAL VIEWS 

The bill H.R. 6675, as reported by this committee, is a historic 
landmark measure. It represents the greatest advance in social 
legislation ever presented to the Congress of the United States. It 
proves once again the great contributions the legislative branch of our 
Government can make in improving and developing bold legislative
proposals out of recommendations submitted to it by the executive 

branch. 
The bill is a sign of America's maturity in facing up to its respon­

sibilities to not only the aged, but to the young and the needy of all 
ages in our society. It gives us a threefold attack on the health cost 
problem of the aged-vastly expanded programs of maternal and 
child care-and long-overdue improvements in our welfare system.

The health insurance provisions of the bill reflect the belief that 
Government action should not be limited to measures that assist the 
aged only after they have become needy. The establishment of two 
separate but complementary health insurance programs will contribute 
greatly toward making economic security in old age a more realistic, 
more nearly attainable goal for most Americans. Because most of the 
aged could be expected to have the protection of the insurance pro­
gram, public assistance would be relieved of much of its present 
burden. This would permit States to offer truly meaningful aid 
under the improved medical assistance'provisions of the bill, to the 
few people who are in specially needy circumstances. 

If the bill is lacking in any particular, it is that it fails to take a 
basic step to complete insurance protection for the aged against truly
catastrophic illness. Despite the extension of inpatient hospital cov­
erage to 120 days and extended nursing home care and home health 
visits, the individual suffering from an illness requiring even further 
care will see his life savings disappear rapidly when his term of benefits 
runs out. It is essential that insurance protection be extended to 
cover such an individual. 

Having included in the House-passed bill additional coverage at a 
first year cost of $140 million, we should not lose this opportunity to 
do the whole job-to cover the most tragic cases-those cases of 
catastrophic ifness which few individuals are equipped to handle 
alone. We can accomplish this for an additional $110 million first-
year cost, giving us the truly comprehensive health insurance pro­
tection our older citizens need and deserve. 

ABE RIBICOFF. 
VANCE HARTKE. 
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ADDITIONAL VIEWS 

In the course of the committee's consideration of the bill, I proposed
certain changes. Initially, these proposals were adopted by the com­
mittee; but, by subsecjuent action, the initial approval was reversed 
and. the proposals rejected. Because I believe these amendments 
involved matters of importance, both for the substance of the program 
Of medical care for the aged at the present time and in the larger 
context in which further legislation for medical care will be considered 
in the future, I wish to record these considerations as I see them. 

In proposing these amendments and pressing for their adopt-ion
in the committee, I was, in fact, merely continuing to support the 
same principles I have always favored. Last year, in the debate on 
the floor of the Senate, I stated my position as follows: 

1 am willing to vote for more money to provide care for 
those who have difficulty in paipg for it themselves, but 
this Senator is reluctant to vote for the complete dole. 

The complete dole is a program under which a millionaire 
might be p aced on relief--and that is what it would amount 
to-when the working people would be taxed in order to 
provide medical care for te wealthy. The beneficiary
would not be required to pay 5 cents of his own money for 
medical care. We would tax the general public to provide 
care- for people who are ready, able, and wjin to pay for it 
themselves. 

Although I had.. earlier introduced in the Senate a rather broad 
substitute for the House-passed bill, I concluded that this substitute, 
despite its merits,, had -no chance of being adopted. I decided not to 

~roeedwit myeffrtsto~obtain support for the substitute proposal, 
propse hanes.Accordingly, I proposed to thenlylimied 

commtteth folowig to aendent. The second of these 
amenmentis escrbedas it was later modified to simplify its 

administration, rather than as it was. initially considered by the 
committee. 

First, I proposed that the artificial limits in the bill on the hospital 
care and associated services be eliminated. It makes no sense to me 
to place such limits on these services unless it is clearly impracticable 
to provide the needed financing. The need to be hospitalized, or in a 
nursing home, is not determined by the ability of the patient to pay, or 
have his bill paid for him; itisdtriebyh lnssadoerp­
sonal circumstances. ,isdtriebyhsilssadoerp-

Personally, I shall never agree that the Government is meeting its 
responsibilities if it is going to assume the major responsibility for 
insuring that our citizens receive adequate medical care, so long as the 
operation of the program places a doctor, and a, hospital, in the 
position of having to discharge a patient before, in their professional
judgment, he should be discharged. To me, it is as simple as that. 
All I wanted to have placed in the bill was the provision that a patient 

278 



SOCIAL SECURITY AMENDMENTS OF 1965 279 

because he was unable to pay his bill, would not be involuntarily dis­
charged from a hospital or nursing home until his doctor concluded 
that he should be discharged.

Secondly, partly in order to provide the necessary financing without 
increasing the social security tax, I proposed that the portion of the 
cost of hospitalization and associated services to be paid by the patient 
be made more flexible, and related directly to the ability of the patient 
to, pay:. Instead of a flat deductible of $40 for everybody, regardless of 
financial resources, I proposed the following schedules:Deut 

Income bracket Wbe 
$1,500 orlessa---------------------------------------------------- $40 
$1,500 to $2,000 ----------------- --------------------------------- 60 
$2,000 to $3,000 -------------------------------------------------- 125 
$3,000 to $5,000 -------------------------------------------------- 200 
$5,000 to $10,000 ------------------------------------------------- 300 
$10,000and over ------------------------------------------------- 500 

I consulted the appropriate actuarial sources within the Depart­
ment of Health, Education, and Welfare and received assurances that 
this proposal would provide sufficient additional revenues to make it 
unnecessary to increase the social security tax at the present time, 
and provide the protection for catastrophic illnesses which I was 
seeking under my first proposal.

Despite the care with which I developed my proposals, and these 
consultations with the HEW officials, I was viciously attacked in the 
press as soon as it became known that the committee had voted to 
support them. Mr. President, I should like to record some of the 
irresponsible and even slanderous statements which appeared in 
the press. Many of them were on the editorial pages of some of our 
more prominent newspapers.

The Baltimore Sun, in its June 21 edition, headlined its editorial 
"Long Versus Medicare." The Washington Post said that it was 
my purpose to "gut" the bill. In an editorial on June 24, the St. 
Louis Post Dispatch said my amendments were "apparently designed 
to kill the health care legislation" under consideration. The New 
York Times printed a letter to the editor which stated: "The only 
object visible in Senator Long's behavior is the destruction of the 
entire bill." 

Another of the efforts of the Washington Post was an editorial in its 
issue of June 19 entitled "Back to Charity." The Philadelphia
Bulletin headed its editorial of June 20 "This Is Medicare?" When 
my proposals are understood, it will be easy to see that these attacks 
were grossly unwarranted. 

The Scripps-Howard papers, of which I saw only the Washington 
News and the New York World-Telegram & Sun, titled their editorial 
onslaught as "Medicare or Monstrosity?" This charge of creating 
an "admmnistrative monstrosity" was one of the principal criticisms 
of my proposals, but I deny emphatically that this charge is even 
remotely true. Let me explain just what was involved. To the 
extent that additional administrative problems were introduced by 
my amendments, they involved the difference in the deductible and in 
determining in which of the six income brackets the individual 
patient belonged. I gave close attention to these administrative 
problems, and believe they could be handled readily.

As regards the difference in the deductible, once the amount is 
determined, I fail to see any serious difficulty. In any situation under 
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the bill, the patient pays a certain amount of his charges; it is a simple 
matter of arithmetic. It involves the simple accounting process of 
subtracting the deductible from the total amount of the bill. If it is 
argued that a complication. is introduced because any hospitalization
immediately consumes the $40 deductible, while the $500 deductible 

migh men tht te enireamount for a first hospitalization was paid
by he maingit necessary to carry over the amountatintthu 
spen toappy o th net hspitalization, again no prol61em is posed
fortheadinitraorof heprogram.

The patient has the responsibility of meeting the smaller bills and 
accumulating them until he reaches a point where the Government 
should start pain his bills. I see nothing wrong whatever with this, 
especially as we are talking about a person who has an annual income 
of more than $10,000 per year, and, as will be noted below, almost 
certainly has private insurance to cover far more than the amount of 
$500 in hospital bills. 

A more serious problem exists with regard to determining income. 
if we were dealing with a matter of tax hiability this argument would 
indeed have some merit, and all we have to do is iook at the staggering
size of the Internal Revenue Code and all the regulations and rulings 
which the Internal Revenue Code has built up in seeking to achieve 
cornplete equity between individuals under the tax laws. Fortu­
nately, we need not be concerned here with that degree of hair splitting;
instead we should turn for a precedent to the many other Government 
programs which provide benefits to individuals, and into which pro­
visions have been written for determining income for the particular 
purposes of the prog&

What I proposed, therefore, was that the Secretary of Health,
Education, and Welfare be given free rein to handle this pr~oblem by
regulation, thus permitting him to minimize the administrative prob­
lems. I have no doubt that he could solve the problems, and am con­
fident that his Department and the other agencies which have ad­
ministered our social security laws in the past 30 years have solved 
many that were far more complicated. In this case, however, the 
signals were set hard against my proposals, and mountains were made 
out of mole hills. 

Once the determinations were made as to what was to be included 
or excluded in income, horrendous pictures were then drawn about the 
~difficulties of finding out what the truth was about each individual's 
income in the immediately preceding period. What I propose is 
what is done throughout teadministration of social ~rogramns; you 
accept the statement of the applicant, after the representative of the 
agency has explained to him what te rgltosof the Secretaryyirsa
should be included. In this case, he wouldl nieed only to check whc 
one of the brackets his income fell within. 

Such statements are made subject to the general fraud statutes of 
the Federal Government, and violators could be found and prosecuted.
Indeed, they could be found more easily than under many other pro­
grams. The applicants, for the most part, will certainly have social 
security numbers and will be asked to record them on their applica­
tions. Now that the Internal Revenue accounts are being completely 
placed under the same number as the social security accounts are 
under, and the whole process mechanized, all that is required is to 
feed the number given by the applicant into the IRS machines and 
press the button. The only violations which we would be seeking 
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would be those who have understated their income, and we can be 
certain that they are all in the upper five brackets of my proposal and 
will, therefore, have ifiled returns. .Again, I feel that the administra­
tive problems of enforcement were not a serious obstacle; they were 
just made to seem to be. 

In these efforts to find additional revenues to provide the additional 
protection which is needed by placing the burden on those most able 
to pay, I was struck by a rather curious situation. Usually, those 
who are being asked to pay more complain bitterly. They rage and 
rant that they are being victimized and discriminated against. In 
this instance, those who were being handed the bill are those with the 
most mone~y, and we Democrats have long made much of the fact that 
the Republicans are the protectors of this group of our citizens. Yet, 
in the final showdown on the committee, even, Republican on the 
committee voted for my proposals, and no Democrat other than 
myself voted for them. Those who boast of representing the interests 
of the little people were being offered benefits for their clients, at the 
expense of the clients of their political opponents, and they were 
looking this gift horse in his mouth all the way down to his tail. 

As I stated above, I was only partly seeking additional revenues 
when I proposed that the deductibles be related to the income of the 
individual patient. There are other reasons why this is justifiable, 
and desirable in the present circumstances. In this country, con­
trary to the situation existing in Western Europe when those countries 
adopted various forms of socialized medical care programs, we have 
developed under private initiative a truly amazing program of sharing 
the costs of our medical services on the insurancegpinciple.

There is practically no employer of more than a few people who does 
not provide some type of hospitalization Protection for his employees.
For those who do not obtain protection mn this way, it is one of their 
first concerns, especially upon marriage, and individual policies are 
available in virtually any combination of coverage. 

Although the proportion of those over 65 who have such policies, 
or coverage through union trust funds and other institutional arrange­
ments, is less than those in the more active worker age brackets, the 
proportion is very high. Almost two out of every three persons over 
65 who are not living in an institution of some kind have some type of 
coverage. According to the Health Insurance Association of America, 
at the end of 1963 more than 61 percent of those in this group were 
protected in some measure, and virtually no policy fails to provide 

less than 30 days of hospitalization. Such a minimumn provision, even 
averaged at $20 a day, will total more than the maximum deductible 
under my proposal.

If we then consider the fact that virtually half of those over 65 are 
in the first of the brackets under my proposal, and that they are the 
ones who do not have protection under the private schemes, it is easy 
to see why no one was screaming about victimization. Those who 
would have to pay the higher deductibles under my amendment 
already have insurance arrangements which would pay the deductible 
for them, thus providing theme with unlimited coverage at no cost to 
themselves other than to continue to pay the premiums on their 
existing policies. For those few who mighit not have this type of 
protection, the insurance companies would" undoubtedly have pro­
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vided a special policy, and the premium would certainly be well 
within their means. 

At the same time that no injustice would have been perpetrated,
and much needed protection would have been provided to our elder 
citizens, we would also have been acting to avoid the destruction of 
private arrangements which have thus far carried a burden the Federal 
Government has not seen fit to assume until now. To me, it is. 
undesirable to thrust aside the results of this private initiative-unless 
it is clearly not feasible to continue to provide some area for it to 
operate in. Yet, that is what the present bill will do for those over 
65; and, since it appears to be the intention of those who are pressing
this measure to extend its benefits under the same formula to those in 
the lower age brackets, ultimately, the whole of this development may 
well be swept away.

To summarize, the purposes my proposed changes were intended 
to serve were: 

(1)To roidenowbeefisude th meicre rogamwhich 
are rgetlyneeedespcialy b thse ho re eas abe t pay.
I a i cetai tht wil olybe materof imeuntl fllcatas­

tropic oveageis povied nde par A f te lgisation.
(2) o fnane 	 nteseaddtionl bnefts amaner which is 
in ul hepricileofacor wth avng hebudenboneby 

those who a-re best able tpa.Under exsigcrusaces 
as explained, little in the wa faburden wudhve been added 
in actuality. 

(3) To retain, to the extent consistent with the objectives of 
the medicare programn and to use to best advantage, the private
insurance coverage which already exists for hospitalization and 
associated services. This purpose will become increasingly im­
portant as further extensions of the medicare program are 
considered. 

(4) To 	-reassure the professional people on whose services 
and dedication 	to the welfare of their patients the entire program

depndstht cntnuig ffotswill be made to keep a major 
porionof arewitinthe sector. We readedial private 

almst ofstrkesandother disruptions of medical servicesail 
in uchcoutris a GratBritain and Belgium, even though

these countries did not have the private insurance programs for 
their protection which now exist here. I believe we should try
strenuously to handle the program in this country in a manner 
which 'will obtain the greatest degree of cooperation from our 
doctors and nurses, who are deeply and justifiably disturbed at 
the prospect of having the Federal Government determine their 
pay and other conditions of employment.

The committee bill is a good bill as it is being reported, however, 
and I am in favor of the prbgram which it will initiate. It is, in fact, 
one of the most important measures to be considered by Congress in 
many years. It is my intention, as floor manager, to support the 
committee bill and to see it through to passage by the Senate and by
this Congress. 

RUSSELL B. LONG. 
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TABLE 3.-Tax rate, tax base, and taz amount applicableto employers, employees, 
and self-employed persons under the House and Senate FinanceCommittee version. 
of H.R. 6676-Basic hospital insurance program, 1965-87 and after 

Tax on employer, employee, and sell-mployed (eah) 

Under House bill Under Senate Finance Committee 
Year bill 

Tax rate Tax base Tax Tax rate Tax base Tax 
(percent) amount I (percent) amount 

1965----------------------------------- ------------ ------------ ------------ ------------
1966 -------------------------- 0.35 $6,600 819.60 0.325 $6,600 p21.45 
1967 -------------------------- .50 6.600 28.00 .6500 6,600 33.00 
1968--------------------------- .60 5,600 28.00 .600 6,600 33.00 
1960-70------------------------ .50 5,600 28.00 .600 6,600 33.00 
1971-72 ------------------------ .60 6,600 38.00 .560 6,600 38.30 
1973-75------------------------ .56 6,600 36.30 .600 6,600 39.60 
1976-79------------------------ .60 6,600 39.60 .660 6,600 42.90 
1980-86------------------------ .70 6,600 46.20 .760 6,600 49.50 
1987 and after------------------- .60 6,600 1 5160 .860 6,600 58.10 

1 For each self-employed person and employee with earnings or wage equal to or in excess of the tax 
base; employers pay same amount on behalf of such employees. 

Source: Staff of the Joint Committee on Internal Revenue Taxation. 

TABLE 4.-Estimated aggregate taxes on employers, employees, and self-employed 
person. underpresent law and under House and Senate Finance Committee versions 
of H.R. 6675-Old-age, survivors, and disability insurance program, 1965-78, 
1975, 1980, 1990, 2000, and 2025 and basic hospitalinsurance program, 19065-75, 
1980, 1985, and 19900[nbllos 

Present law House bill Finance Committee bIll 

Old- Old. Old-
age Disa- age Disa- BasIc age Disa- Basic 

Year and bility and bility hospital and bililty hospital 
survi- insur- survi- insur- insur- survi- insur- insur­
yore anoe Total yore ance ance Total vors aues anes Total 

insur- pro- insur- pro- pro- Insur- pro- pro­
ance gram sues gram gram ance gram gram 
pro- pro- pro­

gram gram gram 

1965-----$16.0 $1.2 $17.2 $18.0 $1.2 --------- $17.2 $16.0 $1.2----------$17.2 
1966----- 18.5 1.2 19.7 18.5 1.8 $1.6 21.9 18.8 1.8 $1.5 28.1 
1967----- 19.4 1.3 20.7 19.7 2.0 2.6 24.3 20.6 2.0 2.8 25.3 
1968----- 22.2 1.3 23.5 20.3 2.1 2.8 25.2 21.3 2.1 3.0 26.4 
1969----- 23.3 1.3 24.6 22.9 2.2 2.9 28.0 25.2 2.2 3.1 60.5 
1970----- 24.0 1.4 26.4 24.0 2.2 3.0 28.2 28.7 2.3 3.2 32.2 
1971----- 24.6 1.4 26.0 25.9 2.4 3.3 31.6 27.6 2.4 3.6 33.5 
1972----- 26.2 1.4 26.6 27.2 2.5 3.6 33.2 28.4 2.4 3.8 34.6 

1975- '---224.6 ' 26.0 ' 28.4 ' 2.4 (Si ' 29.1 4.7 () 
1980-- '--326.21.6 2'30.7 2.6 ('1 .4 

2'1.4 4.3 2'2.2 
5 '28.0 ' 61 '31.56 & 

1990- '6-- ' 2'32.0 ' 35.1 '3.0 9.2(36.0 ' 2.8 9.20.3 1.7 () 
2000 - '__._363.2' 2.0 '37.2 '40. 7 '3.5 (' ' 41.8 '32&2 ) a 
20256---- p43.7 2'2. '46.2 ' 60.6 14.3 (I) (3) ' 51.8 2'4.0 () () 

I Not available. 
I'These are long-range estimates which assume level-earnings trends in the future: all other estimates are 

short-range estimates which assume increased-earnings from year to year. 
'Since the constituents of these totals represent long-range and short-range estimates they are not corn-

blued here. 
Source; Compiled by staff of the Joint Co-mmittee on Internal Revenue Taxation from data supplied by 

Social Security Administration. 
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288 SOCIAL SECURITY AMENDMENTS OF 1965 

SUMMARY TABLE OF FULL YEAR BENEFIT COSTS, NUMBER OF 
PERSONS AFFECTED, AND EFFECTIVE, DATE OF ITEMS WITH COST 

IMPORTANCE IN H.R. 6675, FINANCE COMMITTEE VERSION 

item 	 Trust General Number ofpros Eflective date 
funid Treasury aftecte 

HELALTHCABZ PROGRAMS (1987) 
Millions Millions 

1. Basic hospital ------------------ $2, 858 $285 17,000,000 inlsured, July 1966. 
+2,000,000 uninsured. 

2. Voluntary supplementary ------- ---------- 1600 16,900,000 estimated I_ January 1967. 
3. 	MA A liberalization-------------- ---------- 200 8,000,000 ------------- January 1966. 

Health care total---------- '32,358 1,085...................--­

OASDI AISENDXENNS (1908) 

7percant benefit increase ----------- 1,470 ---------- 20,000,000 ------------ JIanur 1965 (retro­

Child's benefit to age 22-------------- 195 ---------- 295,000 children--------- Do.
 
Broader definition of child------------ 10 ---------- 20,000 children and 2d month after month
 

mothers, Ofenactment.
 
Child disabled at ages 18-21 ---- 10 -------------- do----------------- Do.
 
Reduced age for widows ----------- (2)------------- 185,000 widows---------- Do.
 
Speclal beneflts at age 72------------- 140 ---------- 355,000aged------------ Do.
 
Disability definition----------------- 40 ---------- 60,000 workers and Do.
 

dependents.
Retirement ~tle-------------------- 590 ---------- 850,000--------------- Taxable years ending 

OASDI totaL---------------- 2,455 -----------------­

P(TBUC AESSIANCE AND
 
CHIa HEALTH (1908)
 

increase in formula---------------- ---------- 150 7,200,000 ------------- -January 1966. 
TB and mental exclusion---- ------- ---------- 75 100,000 to 150,000 --- Do.
 
Mateirnal and child health, crippled ----- 61 No estimate available- Fiscal 1966.
 

children, special project grants,

study.
 

OAA income exemption----------- ---------- I----1- do ---------------- JIan.1, 1966.
 
AAdefinition-------------------- ---------- 2----do---------------- July 1, 1965.
 
Meilretardation projects-------- ---------- 3----3- do---------------- Fiscal 1966.
 
Aiofamilies with dependent ------ 1 3,500 children------July 1, 1965.
 

chlrnearnings exemption.
 
Aid to the permanently and totally 1-----5,000 persons---------- Jan. 1, 1966.
 

disabled earnings exemption.
 
Child welfare services--------------- ---------- 58 No estimate ---------- Fiscal 1966.
 

Public asaistance totaL-------- ---------- 299...................--­: 

Grand total payroll inu- 4,813...........................----­
ance.
 

Grand total general rvne------------1,384...................--­

I'Based on an averaging of low-and high-cost estimates, and on averagin estimates of participation (8734 
percent). Total benefit expenditure would be about $1 billion, with participants contributing $600,000,000. 

'1lot year benefit expenditures not reflected in cost table: $165,000,000 for widows -benefit 1st year (no 
long-term cost); 1600,000,000 in individual contributions for voluntary supplemental health plan. 

I Excludes administrative cost. 

0 



Calendar No. 389
 
89TH CONGRESS IRET40 

lit Ses8ion f SENATE EPaT. 404 

SOCIAL SECURITY AMENDMENTS
 

OF 1965
 

REPORT
 

OF THE
 

COMMITTEE ON FINANCE 
UNITED STATES SENATE 

TO ACCOMPANY 

H.R. 6675 
TO PROVIDE A -HOSPITAL INSURANCE PROGRAM FOR 
'THE AGED UNDER THE SOCIAL SECURITY ACT WITH 
A SUPPLEMENTARY HEALTH BENEFITS PROGRAM 
AND AN EXPANDED PROGRAM OF MEDICAL ASSIST­
ANCE, TO. INCREASE BENEFITS UNDER THE OLD-AGE, 
.SURVIVORS, AND DISABILITY INSURANCE SYSTEM, 
TO IMPROVE THE FEDERAL-STATE PUBLIC ASSIST­

ANCE .PROGRAM~S, AND -FOR OTHER PURPOSES 

PART II 

JUNE 30 (legislative day, JUNE 29), 1965.-Ordered to be printed 

49-8480
 



Calendar No. 389 
89TH CONGRESS SENATE I REPT. 404 
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SOCIAL SECURITY AMENDMENTS OF 1965 

JuNE 30 (legislative day, JuNEz 29), 1965.-Ordered to be printed 

Mr. LONG of Louisiana, from the Committee on Finance, submitted 
the following 

REPORT 

[To accompany H. R. 6675] 

The Committee on Finance, to whom was referred the bill (Hi.R. 
6675) to provide a hospital insurance program for the aged under 
the Social Security Act with a supplementary health benefits program 
and an expanded program of medical assistance, to increase benefits 
under the old-ag-e, survivors, and disability insurance system, to 
improve the Federal-State public assistance programs, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

PART II 

CHANGES IN EXISTING LAW 

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italic; existing law in which 
no change is proposed is shown in roman): 

289 
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SOCIAL SECURITY ACT 
TITLE I-GRANTS TO STATES FOR OLD-AGE ASSISTANCE 

AND MEDICAL ASSISTANCE FOR THE AGED 

State Old-Age and Medical Assistance Plans 

Sec. 2. (a) A State plan for old-age assistance, or for medical 
assistance for the aged, or for old-age assistance and medical assist­
ance for the aged must­

(1) provide that it shall be in effect in all political subdivisions 
of the State, and, if administered by them, be mandatory upon
them; 

(2) provide for financial participation by the State; 
(3) either provide for the establishment or designation of a 

single State agency to administer the plan, or provide for the 
establishment or designation of a single State agency to super­
vise the administration of the plan;

(4) provide for granting an opportunity for a fair hearing 
before the State agency to any inzvidual whose claim for assist­
ance under the plan is denied or is not acted upon with reason-. 

(5) rovde (including meth­uchmetodsof administration 
odsreltintotheestblihmet and maintenance of personnel

stadarsa baisexcept that the Secretary shall exer­o eri 
cise no authority with respect to the selection, tenure of office, 
and compensation of any individual employed in accordance with 
such methods) as are found by the Secretary to be necessary for 
the proper and efficient operation of the plan; 

(6) provide that the State agency will make such reports, in 
such form and containing such information, as the Secretary may 
from time to time require, and comply with such provisions as 
the Secretary may from time to time find necessary to assure the 
correctness and verification of such reports;

(7) provide safeguards which restrict the use or disclosure 
of information concernin applicants and recipients to purposes

declcnected with thediitainof the State plan;
(8)proidtht ll ndviduals wishing to make application

forassstace nde th pan shall have opportunity to do so, 
and hatsucasistnceshall be furnished with reasonable 

promptness to all eligible individuals; 
(9) provide, if the plan includes assistance for or on behalf 

of individuals in private or public institutions, for the establish­
ment or designation of a State authority or authorities which 
shall be responsible for establishing and maintaining standards 
for such institutions; 

(10) If the State plan includes old-age assistance­
(A) provide that the State agency shall, in determining

need for such assistance, take into consideration any other 
income and resources of an individual claiming old-age assist­
ance, as well as any expenses reasonably attributable to the 
earning of any such income [; except that, in making such 
determination, of the first $50 per month of earned income 
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the State agency may disregard, after December 31, 1962, 
not more than the first $10 thereof plus one-half of the re­
mainder]; except that, in making such determination, of the 
first $80 per month of earned income the State agency may dis­
regard not more than the first $920 thereof plus one-half of the 
remainder; 

(B) include reasonable standards, consistent with the 
objectives of thi's title, for determining eligibility for and 
the extent of such assistance; and 

(C) provide a description of the services (if any) which 
the State agency makes available to applicants for and recip­
ients of such assistance to help them attain self-care, includ­
ing a description of the steps taken to assure, in the provision 
of such services, maximum utilization of other agencies pro..
viding similar or related services; [and]

(11) if the State plan includes medical assistance for the aged­
(A) provide for inclusion of some institutional and some 

nominstitutional caxe and services; 
(B) provide that no enrollment fee, premium, or similar 

charge will be imposed as a condition of any individual's eli­
gibility for medical assistance for the aged under the plan; 

(C) provide for inclusion, to the extent required by regu­
lations prescribed by the Secretary, of provisions (conform­
ing to such regulations) with respect to the furnishing of 
such assistance to individuals who are residents of the State 
but are absent therefrom;

(D) include reasonable standards, consistent with the ob­
jectives of this title, for determining eligibility for and the 
extent of such assistance; and 

(E) provide that no lien may be imposed against the prop­
erty of any individual prior to his death on account of medi­
cal assistance for the aged paid or to be paid on his behalf 
under the plan (except pursuant to the judgment of a court 
on account of benefits incorrectly paid on behalf of such indi­
vidual), and that there shall be no' adjustment or recovery 
(except, after the death of such individual and his surviving 
spouse, if any, from such individual's estate) of any medica 
assistance for the aged correctly paid on behalf of such indi­
vidual under the plan[.] ; 

(12) if the State plan inctudes assistance to or in behalf of indi­
viduals who are patients in institutionsfor mental diseases­

(A) provide for having in effect such agreements or other 
arrangements with State authorities concerned with mental 
diseases, and, where appropriate,with such institutions, as may 
be necessaryfor carrying out the State plan, includinq arrange­
ments for joint planning and for development of alternatemeth­
ods of care, arrangements providing assurance of immediate 
readmittance to institutions where neededfor individuals under 
alternate plans of care, and arrangementsproviding for access 
to patients andl fac'lities, for furnishing information, and for 
making reports; 

(B) provide for an individual plan for each such patient to 
assure that the institutionalcare provided to him is in his best 
interests, including, to that end, assurances that there wnill be 
initial and periodicreview of his medical and other needs, that 
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he will be given appropriatemedical treatment within the insti­
tutiton, and that there will be a periodic determination of his 
nee froniud treatment in the institution;

(C)proideforthe development of alternate plans of care, 
makig re­maimumutilization of available resources, for 

cipintswhowould otherwise need care in such institutions, 
incldinappopratemedicaltreatment and other asmistance; 

fo erie reredt in section 3(a) (4) (A) (i) and (ii)which 
are appropat frsuch recipients and for such patients; and 
for method ~ re­oadistrationnecessary to assure that the 
sponsibilitie ofteSaeagency under the State plan with 
respect to screpinsand such patients wil be e~ffectively 
carriedout;an

(D) provide methods of determining the reasonable cost of 
institutwonal carefor such patients;and 

(13) if the State plan includes assistanceto or in behalf of patients
in public institutions for mental diseases, show that the State is 
making satisfactory progress toward developing and implementing a 
comprehensive mental health program, including provision for 
utilization of community menta health centers, nursing homes, and 
other alternativesto care in public institutionsfor mental diseases. 

(b) The Secretr shalliapprove any plan which fulfills the con­
ditions specified in sbsetin(a), except that he shall not approve 
any plan which imposes, as a condition of eligibility for assistance 
under the plan­

(1) an age requirement of more than sixty-five years; or 
(2) any residence requirement which (A) in the case of appli­

cants for old-age assistance excludes any resident of the State who 
has resided therein five years during the nine years immediately 
preceding the application for old-age assistance and has resided 
therein continuously for one year imimediately preceding the ap­

plictio,() iadthecas ofappicats for medical assistance 
for he ged an orexlude iniviualwho resides in the State; 
(3)anycitzeshi reuiement which excludes any citizen of 

(c) Nothing in this title shall be construed to permit a State to have 
in effect with respect to any period more than one State plan approved 
under this title. 

Payment to States 

Sec. 3. (a) From the suims appropriated theref or, the Secretary
of the Treasury shall pay to each State which has a plan approved
under this title, for each quarter, beginning with the quarter com­
mencing October 1, 1960­

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sumn of the following
proportions of the total amounts expended [during such quarter] 
during each mouth of such quarter as old-age assistance under the 
State plan (including expenditures for premiums under part B 
of title XVIII for individuale who are recipients of money fy 
ments under such plan and other insurance premiums for me ical 
or any othe tpofrmdial care or the cost thereof)­

(A) [2/5 13 fsc xenditures, not counting so 
much oanexedtrwihrsctto [any month] such 
month aexedthprdcof[3]$37 multiplied by the 
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total number of recipients of old-age assistance for such 
month (which total number, for purp~oses of this subsection, 
means (i) the number of individual who received old-a e 
assistance in the form of money payments for such mont'T 
plus (ii) the number of other individuals with respect to 
whom expenditures were made in such month as old-age 
assistance in the form of medical or any other type of 
remedial care); plus 

[(B) the Federal percentage (as defined in section 1101 
(a) (8)) of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A), not 
counting so much of any expenditure with respect to any 
month as exceeds the product of $70 multiplied by the total 
number of such recipients of old-age assistance for such 
month; plus 

[(C) the larger of the following; (i) the Federal medical 
percentage (as defined in section 6(c)) of the amount by
which such expenditures exceed the maximum which may 
be counted under clause (B), not counting so much of any
expenditure with respect to any month as exceeds (I) the 
product of $85 multiplied by the total number of such recipi­
ents of old-age assistance for such month, or (II) if smaller, 
the total expended as old-a~ge assistance in the form of medical 
or any other type of remedial care with respect to such month 
plus the product of $70 multiplied by such total number of 
such recipients, or (ii) 15 per centumn of the total of the 
sums expended during such quarter as old-age assistance 
under the State plan in the form of medical or any other 
type of remnedial care, not counting so much of any expendi­
ture with respect to any month as exceeds the product of $ 15 
multiplied by the tot al number of such recipients of old-age
assistance for such month;j 

(B) The largerof the following: 
(i) (I) the Federal percentage (as defined in section 

1101 (a)(8) ) of the amount by which 8uch expenditures 
exceed the amount which may be counted under clause (A),
not counting so much Of such excess with respect to 8uch 
month as exceeds the product of $38 multiplied by the total 
number of recipients of old-age -assistancefor such month, 
plus (HI) 15 per centum of the total expended during such 
month as old-age assistance under the State plan in the 
form of medical or any other type of remedial care, not 
counting so much Of such expenditure with respect to such 
month as exceeds the product of $15 multiplied by the total 
number of recipients of old-ageassistancefor such month, or 

(ii) (I) the Federal medical percentage (as defined in 
sectwon 6(c)) of the amount by which such expenditures 
exceed the maximum which may be counted under clause 
(A), not counting so much of any expenditures with respect 
to such month as exceeds (a) the product of $592 multiplied
by the total number of such recip'tents of old-age assistance 
for such month, or (b) if smaller, the total expended as old-
age assistance in the form of medical or any other type of 
remedial care with respect to such month plus the product 
of $37 multiplied by such total number of such recipients, 
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pluhe (I)edealperentgeof the amount by which 
thetotl urig schmonth as old-age assistanceepened 
unde th lanexcedsthe amount which mtay beStte 

couteduner laue A) nd hepreceding provisins of 
this clause (B) (ii), not counigso much of such excess 
with respect to such month as exceeds the Vroduct of $38 
multiplied by the total number of such recip?,ents of old-age 
assistancefor such month; 

(2) in the case of Puerto Rico, the Virgin Islands, and Guam, 
an amount equal to­

(A) one-half of the total of the sums expended during
such quarter as old-age assistanc unde the State plan 
(including expenditures for premiums under part B of title 
A VIII for individuals who are recipients of money payments 
under such plan and other insurance premiums for medical 
or any other type of remedial care or the cost thereof, not 
counting so much of any expenditure with respect to any
month as exceeds $37.50 multiplied by the total number of 
recipients of old-age assistance for such month; plus

(B). the larger of the following amounts: (i) one-half of 
the amount by which such expenditures exceed the maxi­
mum which may be counted under clause (A), not counting so 
much of any expenditure with respect to any month as 
exceeds (I) the product of $45 multiplied by the total num­
ber of such recipients of old-age assistance for such month, or 
(II) if smaller, the total expended as old-age assistance mn 
the form of medical or any other type of remedial care with 
respect to such month plus the product of $37.50 multiplied 
by the total number of such recipients, or (ii) 15 per centum
of the total of the sums expended duringscqureasod 
age assistance under the State plan inte form of medical or 
-any other type of remedial care, not counting so much of any
expenditure with respect to any month as exceeds the product
of $7.50 multiplied by the total number of such recipients Of 
old-age assistance for such month; 

(3) in the case of any State, an amount equal to the Federal 
medical percentage (as defined in section 6(c)). of the total 
amounts expended during such quarter as medical assistance for 
the aged under the State plan (including expenditures for insur­
ance premiums for medical or any other type of remedial care 
or the cost thereof); and 

(4) in the case of any State whose State plan approved under 
section 2 meets the requirements of subsection (c) (1), an amount 
equal to the sum of the following proportions of the total amount 
expended during such quarter as found necessary by the Secretary 
of Health, Education, and Welfare for the prope'r and efficient 
administration of the State plan­

(A) 75 per centum. of so much for such expenditures as are 
for­

(i) services which are prescribed pursuant to sub­
section _(c) (1) and are provided (in accordance with the 
next sentence) to applicants for or recipients of assis­
tance under the plan to help them attain or retain 
capability for self-care, or (ii) other services, specified
by the Secretaxy as likely to prevent or reduce de­
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pendency, so provided to such applicants or recipients, or 
(iii) any of the services prescribed pursuant to sub­

section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as 
appropriate for individuals who, within such period or 
periods as the Secretary may prescribe, have been or are 
likely to become applicants for or recipients of assistance 
under the plan, if such services are requested by such 
individuals and are provided to such individuals in 
accordance with the next sentence, or 

(iv) the training of personnel employed or preparing
for employment 'by the State agency or by the local 
agency administering 'the plan in the political subdi­
vision; plus

(B one-half of so much of such expenditures (not in­
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or 
recipients of assistance under the plan, and to individuals 
requesting such services who (within such period or periods 
as the Secretary may prescribe) have been or are likely to be­
come applicants for or recipients of such assistance; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall in­
clude. only­

(D) services provided by the staff of the State agency, or 
of the local agency administering the State plan in~the po­
liticial subdivision: Provi~ded, That no funds authorized 
under this title shall be available for services defined as voca­
tional rehabilitation services under the Vocational Re­
habilitation Act (i) which are available to individuals in 
need of them under programs for their rehabilitation carried 
on under a State plan approved under such Act, or (ii) which 
the State agency or agencies administering or supervising the 
administration of the State plan approved under such Act, 
are able and willing to provide if reimbursed for the cost 
thereof pursuant to agreement under subparagraph (E), if 
provided by such staff, and 

(E) subject to limitations prescribed by the Secretary, 
services whic in the judgment of the State agency can­
not be as economically or as effectively provided by the 
staff of such State or local agency and are not otherwise 
reasonably available to individuals in need of them, and 
which are provided, pursuant to agreement with the State 
agency, by the State health authority or the State a ency or 
agencies administering or supervising the administration 
of the State plan for vocational rehabilitation services ap­
proved under the Vocational Rehabilitation Act or by any
other State agency which the Secretary may determine to be 
appropriate (whether provided by its staf or by contract 
with public (local) or nonprofit private agencies); 

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such 
State agency or agencies adminstering or supervising the ad­
ministration of the State plan for vocational rehabilitation services 
so approved. The portion of the amount expended for adminis­
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tration of the State plan to which subparagraph (A) applies and 
the portion thereof to which subparagraphs (B) and (C) apply
shall be determined in accordance with such methods and pro­
cedures as may be permitted by the Secretary; and 

(5) in the case of any State whose State plan approved under 
section 2 does not meet the requirements of subsection (c) (1), and 
amount equal to one-half of the total of the sums expended dur­
ing such quarter as found necessary by the Secretary for the 
proper and efficient administration of the State plan, including 
services referred to in paragraph (4) and provided in accord­
ance with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be as 
follows: 

(1) The Secretary of Health, Education, and Welfare shall, 
prior to the beginning of each quarter, estimate the amount to 
be paid to the State for such quarter under the provisions of 
subsection (a), such estimate to be based on (A) a report filed 
by the State containing its estimate of the total sum to be ex­
pended in such quarter in accordance with the provisions of such 
subsection, and stating the amount appropriated or made avail­
able by the State and its political subdivisions for such expendi­
tures in such quarter, and if such amount is less than the State's 
proportionate share of the total sum of such estimated expendi­
tures, the source or sources from which the difference is expected 
to be derived, (B) records showing the number of aged individ­
uals in the State, and (C) such other investigation a~s the Secre­
tary may find necessary.

(2) The Secretary of Health, Education, and Welfare shall 
then certify to the Secretary of the Treasury the amount so 
estimate by the Secretary of Health, Education, and Welfare, 
(A) reduced or increased, as the case may be, by any sum by
which the Secretary of Health, Education, and Welfare finds 
that his estimate for any prior quarter was greater or less than 
the amount which should have been paid to the State under 
subsection (a) for such quarter, and (B) reduced by a sum 
equivalent to the pro rata share to which the United States 
is equitably entitled as determined by the Secretary of Health, 
Education, and Welfare, of the net amount recovered during 
any prior quarter by the State or any, political subdivision 
thereof with respect to assistance furnished under the State 
plan; except that such increases or reductions shall not be 
made to the extent that such sums have been applied to make 
the amount certified for any prior quarter geater or less than 
the amount estimated by the Secretary of BAealth, Education, 
and Welfare for such prior quarter: Provided, That any part 
of the amount recovered from the estate of a deceased recip­
ient which is not in excess of the amount expended by the State 
or any political subdivision thereof for the funeral expenses of 
the deceased shall not be considered as a basis for reduction 
under clause (B) of this paragraph. 

(3) The Secretary of the Treasury shall thereupon, through
the Fiscal Service of the Treasury Department and prior to 
audit or settlement by the General Accounting Office, -pay to 
the State, at the time or times fixed by the Secretary of Health, 
Education, and Welfare, the amount so certified. 
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(c)(1) In order for a State to qualify for payments under paragraph 
(4) of subsection (a), its Stateplan aPrprved under section 2 must 
pro~vide that the State agency shall. mnake available to applicants for 
recipients of old-age assistance under such State plan at least those 
services to help them attain or retain capability for self-care which are 
prescribed by the Secretary.

(2) In the case of any State whose State plan included a provision 
meeting the requirements of paragraph (1), but with respect to which 
the Secretary finds, after reasonable notice and opportunity for hearing 
to the State agency administering or supervising the administration o f 
such plan, that­

(A) the provision has been so changed that it no longer 

under paragraph (4) of subsection (a) but shall instead be made, 

complies with the requirements of paragraph (1),
(B) in the administration of the plan there 

or 
is a failure to 

the SceaysalntfsuhSaeaecthtfrhrpayments 
willno bemd oteSaeudrprgah()ousection
untiheisaifethtteewlnolnebeaysc 
compy UtlteSceayisostsidfrhrpments 

(a)
failure to 

with 
respec toteamnsrto fsc tt lnsalnt be made 

subject to the other provisions of this title, under paragraph (5) of 
such subsection. 

(d) Notwithstanding the preceding provisions of this section, the 
amount determined under such provisions for any State for any quarter 
which is attributableto expenditures with respectto patients in institutions 
for mental diseases shall be paid only to the extent that the State makes a 
showing satisfactory to the Secretary that total expenditures in the State 
from Federal,State, and local so'urCesformental health services (including 
payments to or in behalf of individuals with mental health problems)
under State and local public health and public welfare programs for such 
quarter exceed the average of the total expenditures in the State from such 
sources for such services under such programs for each quarter of the 
fiscal year ending June 30, 1965. For purposes of this subsection, 
expenditures for such services for each quarter in the fiscal year ending 
June 30, 1965, in the case of any State shall be determined on the basis 
of the latestdata, satisfactory to the Secretary, available to him at the time 
of the first determination by him under this subsection for such. State; 
and expendituresfor such servicesfor any quarterbeginning after Decem­
ber 31, 1965, in the case of any State shall be determined on the basis of 
the latest d'ata, satisfactory to the Secretary, available to him at the time 
of the determinationunder this 8ubsection'for such Statefor such quarter; 
and determinations so made shall be conclusive for purposes of this 
subsection. 

Definitions 

Sec. 6. [(a) For the purposes of this title, the term "old-age assist­
ance" means money payments to, or (if provided in or after the third 
month before the month in which the recipient makes application for 
assistance) medical care in behalf of or any type of remedial care 
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recognized under State law in behalf of, needy individuals who are 
sixty-five years of age or older, but does not include­

[(1) any suc payments to or care in behalf of any individual 
who is an inmate of a public institution (except as a patient in a 
medical institution) or any individual who is a patient in an insti­
tution for tuberculosis or mental diseases or 

[(2) any such payments to any individual who has been diag­
nosed as having tuberculosis or psychosis and is a patient in a 
medical institution -as a result thereof, or 

[(3) any such care in behalf of any individual, who is a patient
in a medical institution as a result of a diagnosis that he has 
tuberculosis or psychosis, with respect to any period after the 
individual has been a patient in such an institution as a result of 
sauch diagnosis, for forty-two days.]

(a) For the purposes of this title, t~e term "old-age assistance" means 
money payments to, or (if provided in or after the third month before the 
month in which the recipient makes applicationfor assistance) medical 
care in behalf of or any type of remedial care recognized under State law 
in behalf of, needy individuals who are 65 years of age or older, but does 
not include any such payments to or care in behalf of any individual who 
is an inmate of a public institution (except as a patient in a medical insti­
tution). Such term also includespayments which are not included within 
the meaning of such term under the preceding sentence, but which would 
be so included except that they are made on behalf of such a needy indi­
vidual to anotherindividualwho (as determinedin accordancewith stand­

ard prscrbedby he ecrtar) i ineretedin r cncenedwith the 
welareofuchneey ithresectto a State whoseidivdua, bt oly
Stae la aproedunersecio ~inluds roisonfor­

(1) etemintio agncytha suh nedy individualbytheStat
hasbyeasnhyscalor coditonsuchinability toohis enta 
manaehatmakngfnde pymets o hi wold e contrar~y to his 

welareand itisnecessary to provide such assistancetereore 
throghaymnts escibe inthis sentence;

(~) akig aymntsonly in cases in which such paymentssch 
wil, uderth thewie applicable under the State plan forrues 

determinin ened and the amount of old-age assistance to be paid
(and inconjntinwithother income and resources), meet all the 
need of teidvuaswith respect to whom such payments are 
made 

(3)' undertaking and continuing special efforts to protect the wel­
fare of such indiividual and to improve, to the extent possible, his 

(4) eridicrevewsch tat determinationy agncyof the 
unerprarph() o seran hthrcondtosjutfigsuch

deemnainsil xst ihprovisionfor termnto o uhpay­
ments if the donot and for seeking judicial appitetof a 
guardianor ohrlglrepresentative,as describedi secto 1111,
ifand weitaprsthat such action will best serve the interests 
ofsuch needinvdul and 

(5) opportntyfrafairhearing before the State agency on the 
determinationreerdto in paragraph (1) for any individual wit 
respect to whomitsmae 

(b) For purposes of this title, the term "medical assistance for the
 
aged" means payment of part or all of the cost of the following care
 
and services (if provided in or after the third month before the month
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in which the recipient makes application for assistance) for individ­
uals sixty-five years of age or oldier [who are not recipients of old-age
assistance] who are not recipients of old-age assistatnce (e2.cept, for any,
month, for recipients of old-age assistance who are admitted to or dis­
chargedfrom a medical institutionduring such month but whose income 
and resources are insufficient to meet all of such cost­

(1) inpatient hospital services; 
(2) skilled nursing-home services; 
(3) physicians' services; 
(4) outpatient hospital or clinic services;
(5) home health care services; 
(6) private duty nursing services; 
(7) physical therapy and related services; 
(8) dental services;
(9) laboratory and X-ray services; 
(10) prescribed drugs, eyeglasses, dentures, and prosthetic 

devices; 
(11) diagnostic, screening, and preventive services; and 
(12) any other medical care. or remedial care recognized under 

State law; 
[except that such term does not include any such payments with 
respect to­

[(A) care or. services for any -individual who is an inmate of a 
public -institution (except as -a patient in a medical institution) 
or any-individual who is.a patient in an institution for tuberculosis 
or mental diseases; or 

[(B) care or services for any-individual, who is a patient in a 
medical institution as a result of a diagnssof tuberculosis or 
psychosis, 'with respect to any period aftoesrthe individual has 
been a patient in such an institution, as a result of such diagnosis,
for forty-two days.] 

except that such term does not include any such payments u'ith respect to 
care or servicesfor any individualwho is an inmate of a public institution 
(except as a patient in a medical institution). 

(c) For purposes of this title, the term "Federal medical percentage"
for any State shall be 100 per centum less the State percentage; and 
the State percentage shall be that percentage which bears the same 
ratio to 50 per centum as the square of the per capita income of such 
State bears to the square of the per capita income of the continental 
United States (including Alaska) and Hawaii; except that (i) the 
Federal medical percentage shall in no case be less than 50 per centum 
or more than 80 per centum, and (ii) the Federal medical percentage
for Puerto Rico, the Virgin Islands, and Guam shall. be 50 per centum. 
The Federal medical -percentage for any State shall be determined and 
promulgated in accordance with the provisions of subparagraph (B) 
of section 1101(a) (8) (other than the proviso at the end thereof); 
except that the Secretary shall, as soon as possible after enactment of 
the Social Security Amendments of 1960, determine and promulgate 
the Federal medical percentage for each State­

(1) for the period beginning October 1, 1960, and ending with 
the close of June 30, 1961, which promnulgation shall be based on 
the same data with respect to per capita income as the data used 
by the Secretary 'in promulgating the Federal percentage (under 
section 1101 (a) (8)) for such State for the fiscal year ending June 
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30, 1961 (which promulgation of the Federal medical percentage
shall be conclusive for such period), and 

(2) for the period beginning July 1, 1961, and ending with the 
close of June 30, 1963, which promulgation shall be based on the 
same data with respect to per capita income as the data used by
the Secretary in promulgating the Federal percentage (under
section I1101(a) (8)) for such,State for such period (which promul­
gation of the Federal medical percentage shall be conclusive for 
such period). 

TITLE U-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) There is hereby created on the books of the 
Treasury of the United States a trust fund to be known as the "Federal 
Old-Age and Survivors Insurance Trust Fund". The Federal Old-Ag
and Survivors Insurance Trust Fund shall consist of the securities hel 
by the Secretary of the Treasury for the Old-Age Reserve Account and 
the amount standing to the credit of the Old-Age Reserve Account on 
the books of the Treasury on January 1, 1940, which securities and 
amount the Secretary of the Treasury is authorized and directed to 
transfer to the Federal Old-Age and Survivors Insurance Trust Fund, 
and, in addition, such amounts as may be appropriated to, or deposited
in, the Federal Old-Age and Survivors Insurance Trust Fund as herein­
after provided. There is hereby appropriated to the Federal Old-Age
and Survivors Insurance Trust Fuder the fiscal year ending June 
30, 1941, and for each fiscal year thereafter, out of any moneys in the 
Treasury not otherwise appropriated, amounts equivalent to 100 per 
centum of­

(1) the taxes (including interest, penalties, and additions to the 
taxes) received under su capter A of chapter 9 of the Internal 
Revenue Code of 1939 (and covered into the Treasury) which are 
deposited into the Treasury by collectors of internal revenue 
befr January 1, 1951; and 

()tetaxes certified each month by the Commissioner of 
Interal Revenue as taxes received under subchapter A of chapter 
9 of such Code which are deposited into the Treasury by collectors 
of internal revenue after December 31, 1950, and before January
1, 1953, with respect to assessments of such taxes made before 
January 1, 1951; and 

(3) the taxes imposed by subchapter A of chapter 9 of such Code 
with respect to wages (as defined in section 1426 of such Code),
and by chapter 21 (other than sections 3101(b) and 3111(b)) of the 
Internal Revenue Code of- 1954 with respect to wages (as defined 
in section 3121 of such Code) reported to the Commissioner of 
Internal Revenue pursuant to section 1420(c) of the Internal 
Revenue Code of 1939 after December 31, 1950, or to the Secre­
tary of the Treasury or his delegates pursuant to subtitle F of the 
Internal Revenue Code of 1954 after December 31, 1954, as deter­
mined by the Secretary of the Treasury by applying the applicable 
rates of tax under such subchapter or chapter 21 (other than see­
tion8 3101(b) and 3111(b)) to such wages, which wages shall be 
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certified by the Secretary of Health, Education, and Welfare on 
the basis of the records of wages. established and maintained by
such Secretary in accordance with such reports, less the amounts 
specified in clause (1) of subsection- (b) of this section; and 

(4) the taxes imposed by subchapter E of chapter 1 of the Inter­
nal Revenue Code of 1939, with respect to selfemployment in­
,come. (as defined in section 481 of such Code), and by chapter 2 
(other than section 1401(b)) of the Internal Revenue Co~de of 1954 
with respect to self-employment income (as defined in section 1402 
of such Code) reported to the Commissioner of Internal Revenue 
on tax returns under such subchapter or to the Secretary of the 
Treasury, or his delegate on tax returns under subtitle F of such 
Code, as determined by the Secretary of the Treasury by applying
the applicable rate of tax under such subchapter or chapter (other 
than section 1401(b)) to such self-employment income, which self-
employment income shall be certified by the Secretary of Health, 
Education, and Welfare on the basis of the records of self-employ ­
ment income established and maintained by the Secretary of 
Health, Education, and Welfare in accordance with such returns,
less the amounts specified in clause (2) of subsection (b) of this 
section. 

The amounts appropriated by clauses (3) and (4) shall be transferred 
from time to time from the general fund in the Treasury to the Federal 
Old-Age and Survivors Insurance Trust Fund, and the amounts ap­
propria~ted by clauses (1) and (2) of subsection (b) shall be transferred 
from time to time from the general fund in the Treasury to the 
Federal Disability Insurance Trust Fund, such amounts to be deter­
mined on the basis of estimates by the Secretary of the Treasury of 
the taxes, specified in clauses (3) and (4) of this subsection, paid to 
or deposited into the Treasury; and proper adjustments shall be made 
in amounts subsequently transferred to the extent prior estimates 
were in excess of or were less than the taxes specified in such clauses 
(3) and (4) of this subsection. 

(b) There is hereby created on the books of the Treasury of the 
United States a trust fund to be known as the "Federal Disability In­
surance Trust Fund". The Federal Disability Insurance Trust Fund 
shall consist of such amounts as may be appropriated to, or deposited
in, such fund as provided in this section. There is hereby appropriated 
to the Federal Disability Insurance Trust Fund for the fiscal year
ending June 30, 1957, and for each. fiscal year thereafter, out of any 
moneys mn the Treasury not otherwise appropriated, amounts equiva­
lent to 100 per centumi of­

(1) %of 1 per centumn of the wages (as defined in section 3121 
of the Internal Revenue Code of 1954) paid after December 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, and 0.70 of 1 per centum of the 
uwages (as so defined) paidafter December 31, 1965, and so reported,
which wages shall be certified by the Secretary of Health, Educa­
tion, and Welfare on the basis of the records of wages established 
and maintained by such Secretary in accordance with such 
reports; and 

(2) % 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 dele­



302 SOCIAL SECURITY AMENDMENTS OF 1965 

gate on tax returns under subtitle F of the Internal Revenue 
Code of 1954 for any taxable year beginning after December 31, 
1956, and before January 1, 1966, and 0.5925 of 1 per centum of 
the amount of self-employment income (as so defined) so reported 
for any tazable year beginning after December 31, 1965, which 
self-employment income shall be certified by the Secretary of 
Health, Education, and Welfare on the basis of the records of 
self-employment income established and maintained by the 
Secretary of Health, Education, and Welfare in accordance with 
such returns. 

(c) With respect to the Federal Old-Age and Survivors Insurance 
Trust Fund and the Federal Disability Insurance Trust Fund (herein­
after in this title called the "Trust Funds") there is hereby created a 
body to be known as the Board of Trustees of the Trust Funds (here­
inafter in this title called the "Board of Trustees") which Board of 
Trustees shall be composed of the Secretary of the Treasury, the 
Secretary of Labor, and the* Secretary of Health, Education, and 
Welfare, all ex officio. The Secretary of the Treasury shall be the 
Managing Trustee of the Board of Trustees (hereinafter in this title 
called the "Managing Trustee"). The Commissioner of Social 
Security shall serve as Secretary of the Board of Trustees. The 
Board of Trustees shall meet not less frequently than once each [six 
months] calendaryear. It shall be the duty of the Board of Trustees 
to­

(1) Hold the Trust Funds; 
(2) Report to the Congress not later than the first day of 

March of each year on the operation and status of the Trust 
Funds during the preceding~fical year and on their expected 
operation and status during the next ensuing five fiscal years; 

(3) Report immediately to the Congress whenever the Board 
of Trustees is of the opinion that the amount of either of the 
Trust Funds is unduly small; 

(4) Recommend improvements in administrative procedures 
and policies designed to effectuate the proper coordination of 
the old-age and survivors insurance and Federal-State unemploy­
ment compensation program; and 

(5) Review the general policies followed in managing the 
Trust Funds, and recommend changes in such policies, including 
necessary changes in the provisions of the law which govern the 
way in which the Trust Funds are to be managed.

The report provided for in paragraph (2) above shall include a state­
ment of the assets of, and the disbursements made from, the Trust 
Funds during the preceding fiscal year, an estimate of the expected 
future income to, and disbursements to be made from, the Trust 
Funds during each of the next ensuing five fiscal years, and a statement 
of the actuarial status of the Trust Funds. Such report shall be 
printed as a House document of the session of the Congress to which 
the report is made. 

(d) It shall be the duty of the Managing Trustee to invest such 
portion of the Trust Funds as is not, in his judgment, required to 
meet current withdrawals. Such investments may be made only in 
interest-bearing obligations of the United States or in obligations 
guaranteed as to both principal and interest by the United States. 
For such purpose such obligations may be acquired (1) on original 
issue at the issue price, or (2) by purchase of outstanding obligations 
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at the market price. The purposes for which obligations of the 
United States may be issued under the Second Liberty Bond Act, as 
amended, are hereby extended to authorize the issuance at par of 
public-debt obligation for purchase by the Trust Funds. Such obliga­
tions issued for purchase by the Trust Funds shall have maturities 
fixed with due regard for the needs of the Trust Funds and shall bear 
interest at a rate equal to the average market yield (computed by
the Managing Trustee on the basis of market quotations as of the 
end of the calendar month next preceding the date of such issue) on 
all marketable interest-bearing obligations of the United States then 
forming a part of the public debt which are not due or callable until 
after the expiration of four years from the end of such calendar month; 
except that where such average market yield is not a multiple of 
one-eighth of 1 per centum, the rate of interest of such obligations
shall be the multiple of one-eighth of 1 per centumn nearest such market 
yield. The Managing Trustee may purchase other interest-bearing 
obligations of the United States or obligations guaranteed as to both 
principal and interest by the United States, on original issue or at 
the market price, only where he determines that the purchase of such 
other obligations is in the public interest. 

(e) Any obligations acquired by the Trust Funds (except public-
debt obligations issued exclusively to the Trust Funds) may be sold 
by the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest. 

(f) The interest on, and the proceeds from the sale or redemption of, 
any obligations held in the Federal Old-Age and Survivors Insurance 
Trust Fund and the Federal Disability Insurance Trust Fund shall 
be credited to and form a part of the Federal Old-Age and Survivors 
Insurance Trust Fund and the Disability Insurance Trust Fund, 
respectively.

(g) [(1) The Managing Trustee is directed to pay from the Trust 
Funds into the Treasury the amounts estimated by him and the 
Secretary of Health, Education, and Welfare which will be expended, 
out of moneys appropriated from the general funds in the Treasury,
during a three-month period by the Department of Health, Education,
and Welfare and the Treasury Department for the administration 
of titles II and VIII of this Act and subchapter E of chapter 1 and 
subchapter A of chapter 9 of the Internal Revenue Code of 1939, 
and chapters 2 and 21 of the Internal Revenue Code of 1954. Such 
payments shall be covered into the Treasury as repayments to the 
account for reimbursement of expenses incurred in connection with 
the administration of titles II and VIII of this Act and subchapter
E of chapter 1 and subchapter A of chapter 9 of the Internal Revenue 
Code of 1939, and chapters 2 and 21 of the Internal Revenue Code 
of 1954. There are hereby authorized to be made available for 
expenditure, out of either or both of the Trust Funds, such amounts 
as the Congress may deem appropriate to pay the costs of administra­
tion of this title. After the close of each fiscal year, the Secretary 
of Health, Education, and Welfare shall analyze the costs of adminis­
tration of this title incurred during such fiscal year in order to deter­
mine the portion of such costs which should have been borne by
each of the Trust Funds and shall certify to the Managing Trustee 
the amount, if any, which should be transferred from one to the other 
of such Trust Funds in order to finsure that each of the Trust Funds 
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has borne its proper share of the costs of administration of this 
title incurred during such fiscal year. The Managing Trustee is 
authorized and directed to transfer any such amount from one to the 
other of such Trust Funds in accordance with any certification so 
made.] (1)(A) There are authorized to be made available for ex­
penditure, out of any or all of the Trust Funds (which for purposes of 
this paragraphshall include a~lso the Federal Hospital Insurance Trust 
Fund and th Federal Supplementary Medical Insurance Trust Fund 
estabhished by title XVIII1), such amounts as the Congress mayj deem 
appropriate to pay the costs o~f the part of the administration of this 
title and title XVIII1 for which th ertr f Health, Education, 
and Welfare is responsible. During each fiscal year or after the close 
o~f suchfiscal year (or at both times), the Secretary of Health, Education, 
and Wlare shall analyze the costs of administrationof this title and 
title XVIII during the appropriatepart or all of such fiscal year in 
order to determine the portion Of suh8 st hchsol be bon by 
each of the Trust Funds and shall certify to the Managing Trustee the 
amount, if any, which should be transferred among such Trust Funds 
in order to assure that each of the Trust Funds bears its proper share of 
the costs incurred during such fiscal year for the part of the adminis­
tration of this title and title X VIII for which the Secretary of Health, 
Education, and Welfare is responsible. The Man 'ng Trustee is 
authorized and directed to transfer any such anwunt (determined under 
the precedingsentence) among such Trust Funds in accordancewith any 
certification so made. 

(B) The Managing Trustee-is directed to pay from the Trust Fund~s 
into the Treasury the amounts estimated by him which will be expended, 
out of moneys appropriated-from the general funds in the Treausry,
during each calendar quarter by the Treasury Departmentfor the part
of the administrationof this title and title XVIIIfor which the Tre'asury
DQepartment-is responsible andfor the administrationof chapters 2 and 
21 of the,Internal-Revenue Code of 1964.. Such payments shall be covered 
into the Treasury as repayment to the account for reimbursement of 
of expenses incurred in connection with such administrationof this title 
and title XVIII and chapters 2 and 21 of the Internal Revenue Code of 
1964. 

(2) The Managing Trustee is directed to pay from time to time from 
the Trust Funds into the Treasury the amount estimated by him as 
taxes imposed under section 3101(a) which are subject to refund under 
section 6413(c) of the Internal Revenue Code of 1954 with respect to 
wages (as defined in section 1426 of the Internal Revenue Code of 1939 
an d sect ion 3121 of the Internal Revenue Code of 1954) paid after 
December 31, 1950. Such taxes shall be determined on the basis of 
the records of wages established and maintained by the Secretary of 
Health, Education, and Welfare in accordance with the wages reported 
to the Commissioner of Internal Revenue pursuant to section 1420(c)
of the Internal Revenue Code of 1939 and to the Secretaryv of the 
Treasury or his delegate pursuant to subtitle F of the Internal Revenue 
Code of 1954, and the Secretary shall furnish the Managing Trustee 
such information as may be required by the Trustee for such purpose.
The payments by the Managing Trustee shall be covered into the 
Treasury as repayments to the account for refunding internal revenue 
collections. Payments pursuant to the first sentence of this paragraph
shall be made from the 'Federal Old-Age and Survivors Insurance Trust 
Fund and the Federal Disability Insurance Trust Fund in the ratio 
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in which amounts were appropriated to such Trust Funds under 
clause (3) of subsection (a) of this section and clause (1) of subsection 
(b) of this section. 

(3) Repayments made under paragraph (1) or (2) shall not be avail­
able for expenditures but shall be carried to the surplus fund of the 
Treasury. If it subsequently appears that the estimates under either 
such paragraph in any particular period were too high or too low,
appropriate adjustments shall be made by the Managing Trustee in 
future payments.

(h) Benefit payments required to be made under section 223, and 
benefit payments required to be made under subsection (b), (c), or (d)
of section 202 to individuals entitled to benefits on the basis of wages
and self-employment income of an individual entitled to disability
insurance benefits, shall be made only from the Federal Disability
Insurance Trust Fund. All other benefit payments required to be 
made under this title (other than, section 226) shall be made only from 
the Federal Old-Age and Survivors Insurance Trust Fund. 

Old-Age and Survivors Insurance Benefit Payments 

Old-Age Insurance Benefits 

Sec. 202. (a) Every individual who­
(1) is a fully insured individual (as defined in section 214(a)),
(2) has attained age 62, and 
(3) has filed application for old-age insurance benefits or was 

entitled to disability insurance benefits for the month preceding
the month in which he attained the age of 65,

shall be entitled to an old-age insurance benefit for each month,
beginning with the first month after August 1950 in which such indi­
vidual becomes so entitled to such insurance benefits and ending with 
the month preceding the month in which he dies. Except as provided
in subsection (q), such individual's old-age insurance benefit for any
month shall be equal to his primary insurance amount (as defined in 
section 215(a)) for such month. 

Wife's Insurance Benefits 

[(b) (1) The wife (as defined in section 216 (b)) of an individual en­
titled to old-age or disability insurance benefits, if such wife­

[(A) has filed application for wife's insurance benefits, 
.E(B) has attained age 62 or has in her care (individually or

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

[(C) is not entitled to old-age or disability insurance benefits, 
or is entitled to old-age or disability insurance benefits based on a 
primary insurance amount which is less than one-half of the pri­
mary insurance amount of her husband,

shall be entitled to a wife's insurance benefit for each month, be-
beginning with the first month after August 1950 in which she be­
comes so entitled to such insurance benefits and ending with the month 
preceding the first month in which any of the following occurs:. she 
dies, her husband dies, they are divorced a vinculo matrimonii, no 
child of her husband is entitled to a child's insurance benefit and she 
has not attained~age 6.2, she becomes entitled to an old-age or disability 
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insurance benefit based on a primary insurance amount which is equal 
to or exceeds one-half of the primary insurance amount of her husband, 
or her husband is not entitled to disability insurance benefits and is not 
entitled to old-age insurance benefits. 

[(2) Except as provided in subsection (q), such wife's insurance 
benefit for each month shall be equal to one-half of the primary insur­
ance amount of her husband for such month.] 

Wife's Insurance Benefits 

(b)(1) The wife (as defined in section 216(b)) and every divorced w~ife 
(as defined in section 216(d)) of an individual entitled to old-age or dis­
ability insurance benefits, if such wife or such divorced wife­

(A) hasfiled applicationfor wife's insurance benefits, 
(B) has attained age 62 or (in the case of a wife) has in her 

care (individually or jointly with such individual) at the time of 
filing such application a child entitled to a child's insurancebenefit 
on the basis of the wages and self-employment income Of such 
individual, 

(U) in the case of a divorced wife, is not married, 
(D) in the case of a divorced wife, was8 receiving at least one-half 

of her support, as determined in accordance with regulations pre­
scribed by the Secretary, from 8uch individual, or was receivirng 
substantial contributions from such individual (pursuant to a 
written agreement) or there was in effect a court orderfor substantial 
,contributionsto her support from such individual­

(i) if he had a period of disability which did not end before 
the month in which he became entitled to old-age or disability 
insurance benefits, at the beginning Of such period or at the 
time he 'became entitled to such benefit, or 

(ii) if he did not have such a period of disability, at the time 
he became entitled to old-age insurance benefits, and 

(E) is not entitled to -old-age or disability insurance benefits, 
or is entitled to old-'age or disability insurance-benefits based on a 
primaryinsuranceamount which is less&than one-half of the primary 
insuranceamount Of such individual, 

shall (subject-to subsection (s)) -be entitled to~ wife's insurance benefit-for 
each month, beginning with the first month in which she becomes so 
entitled to such insurance benefits and ending with the month preceding 
the first month in which any of the following occurs­

(F) she dies, 
(G) such individualdies, 
(H) in the case of a wife, they are divorced and either (i) she has 

not attained age 62, or (ii) she has attained age 62 but has not been 
married to such individual for a period of 20 years immediately 
before the date the divorce became effective, 

(I) in the case of a divorced Wife, she marries a person other than 
such individual, 

(J) in the case of a wife who has not attainedage 62, no child of 
such individualis entitled to a child's insurance benefit, 

(K) she becomes entitled to an old-age or disability insurance 
benefit based on a primary insurance amount which is equal to or 
exceede one-half of the primary insuranceamount of such individual, 
or 
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(L) such individualis not entitled to disability insurance benefits 
and is not entitled to old-age insurance benefits. 

(2) Except as provided in subsection (q), such wife's insurance benefit 
for each month shall be equal to one-half of the primary insuranceamount 

her husband (or, in the case of a divorced wife, her former husband) 
lor such month. 

(3) In the case of any divorced wife who marries­
(A) an individual entitled to benefits under subsection (j) or (h) 

of this section, or 
(B) an individual who has attained the age of 18 and is entitled 

to benefits under subsection (d),
such divorced wife's entitlement to benefits, under this subsection shall,
notwithstanding the provisions of paragraph (1) (but subject to subsec­
tion (s)), not be terminated by reason of such marriage;except that, in the 
case of such a marriage to an individual entitled to benefits under sub­
section (d), the preceding provisions of this paragraphshall not apply
with respect to benefits for months after the last month for which such 
individual is entitled to such benefits under subsection (d) unless he 
ceases to be so entitled by reason of his death. 

Husband's Insurance Benefits 

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

(A) has filed application for husband's insurance benefits, 
(B) has attained age 62, 
(C) was receiving at least one-half of his support, as deter­

mined in accordance with regulations prescribed by the Secretary, 
from such individual­

(i) if she had a period of disability which did not end prior 
to the month in which she became entitled to old-age or 
disability insurance benefits, at the beginning of such period 
or at the time she became entitled to such benefits, or 

(ii) if she did not have such a period of disability, at the 
time she became entitled to such benefits, 

and filed proof of such support within two years after the month in 
which she filed application with respect to such period of dis­
ability or after the month in which she became entitled to such 
benefits, as the case may be, or if she did not have such a period, 
two years after the month in which she became entitled to such 
benefits, and 

(D) is not entitled to old-age or disability insurance benefits, 
or is entitled to old-age or disability insurance benefits based on 
a primary insurance amount which is less than one-half of the 
primary insurance amount of his wife,

shall be entitled to a husband's insurance benefit for each month, 
beginning with the first month after August 1950 in which he becomes 
so entitled to such insurance benefits and ending with the month 
preceding the month in which any of the following occurs: he dies, 
his wife dies, they are [divorced a vinculo matrimonii] divorced, or he 
becomes entitled to an old-age or disability insurance benefit based 
on, a primary insurance amount which is equal to or exceeds one-half 
of the prumaxy insurance amount of his wife, or his wife is not entitled 
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to disability insurance benefits and is not entitled to old-age insurance 
benefits. 

(2) The requirement in paragraph (1) that the individual entitled 
to old-age or disability insurance benefits be a currently insured 
individual, and the provisions of sub paragrajph (C) of such paragraph, 
shall (subject to subsection (s)) not be applicable in the case of apy 
husband who­

(A) in the month prior to the month of his marriage to such 
individual was entitled to, or on application therefor and attain­
ment of age 62 in such prior month would have been entitled to, 
benefits under subsection (f) or (h); [or3

(B) in the month prior to the month of his marriage to such 
individual had attained age eighteen and was entitled to, or on 
applicatio therefor would have been entitled to, benefits under 
subsection (d)[.3; or 

(C) in the month prior to the month of his marriage to such indi­
_vidual he was entitled to, or on applicationtherefor and attainment 
of the requiredage (if any) would have been entitled to, a umdower's, 
child's (after attainment of age 18), or parent's insurance annuity
under section 5 of the RailroadRetirement Act of 1987, as amended. 

(3) Except as provided in subsection (q), such husband's insurance 
benefit for each month shall be equal to one-half of the primary insur­
ance amount of his wife for 'SU'ch month. 

Child's Insurance Benifit 

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

(A) has ifiled application for child's insurance benefits, 
[(B) at the time such application was ifiled was unmarried and 

either (i) had not attained the age of eighteen or (ii) was under 
a disability (as defined in section 223(c)) which began'before he 
attained the age of eighteen, and]

(B) at the ttme such application was filed was unmarried and 
(i) either had not attained the age of 18 or was a full-time student 
and had not attained the age of 22, or (ii) is under a disability (as 
defined in section P223(c)) which began before he attained the age of 
22, and 

(C) was dependent upon such 'individual­
(i if such individual is living, at the time such application 

was ifiled, 
(ii) if such individual has died, at the time of such death, or 
(iii) if such individual had a period of disability which con­

tinued until he became entitled to old-age or disability insur­
ance benefits, or (if he has died) until the month of his death, 
at the beginigof such period of disability or at the time he 
became enildto such benefits, 

[shall be entitled to a child's insurance benefit for each month, begin­
ning with the first month after August 1950 in which such child be­
comes so entitled to such insurance benefits and ending with the 
month preceding the first month in which any of the following occurs: 
such child dies, marries, is adopted (except for adoption by a step­
parent, grandparent, aunt, or uncle subsequent to the death of such 
fully or currently insured individual), or attains the age of eighteen 
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and is not under a disability (as defined in section 223(c)) which began 
before he attained such age.]
shall be entitled to a child's insurance benefit for each month, beginning 
with the first month after August 1950 in which such child becomes so 
entitled to such insurance benefits and ending with the month preceding 
whichever of the followingfirst occurs­

(D) the month in which such child dies, marries, or is adopted 
(except for adoption by a stepparent, grandparent, aunt, or uncle 
subsequent to the death of suchfully or currently insuredindividual), 

(E) the month in which such child attains the age of 18 and is 
not under a disability (as so defined) and is not a full-time student 
during any part of such month, 

(F) the first month after the month in which such child attains 
the age of 18 and, in suchfirst month, is not under a disability (as so 
defined) and is not a full-time student during any part of such first 
month, but only if in the third month preceding such first month he 
was not under a disability,

(Gr) the month in which such child attains the age of 22 and is not 
under a disability (as so defined), but only if in the third month 
preceding such month he was not under a disability, or 

(H) the third month following the month in whieh he ceases to be 
under such disability.

[Entitlement of any child to benefits under this subsection shall also 
end with the month preceding the third month following the month 
in which he ceases to be under a disability (as so defined) after the 
month in which he attains age eighteen.] Entitlement of any child 
to benefits under this subsection on the basis of the wages and self-
employment income of an individual entitled to disability insurance 
benefits shall also end with the month before the first month for which 
such individual is not entitled to such benefits unless such individual 
is, for such later month, entitled to old-age insurance benefits or 
unless he dies in such month. [In the case of an individual entitled 
to disability insurance benefits, the provisions of clause (i) of sub­
paragraph (C) of this paragraph shall not apply to a child of such 
individual unless he (A) is the natural child or stepchild of such 
individual (including such a child who was legally adopted by such 
individual) or (B) was legally adopted by such individual before the 
end of the twenty-four month period beginning with the month after 
the month in which such individual most recently became entitled to 
disability insurance benefits, but only if (i) proceedings for such 
adoption of the child had been instituted by such individual in or 
before the month in which began the period of disability of such 
individual which still exists at the time of such adoption or (ii) such 
adopted child was living with such individual in such month.]

(2) Such child's insurance benefit for each month shall, if the 
individual on the basis of whose wages and self-employment income 
the child is entitled to such benefit has not died prior to the end of such 
month, be equal to one-half of the primary insurance amount of such 
individual for such month. Such child's insurance benefit for each 
month shall, if such individual has. died in or prior to such month, be 
equal to three-fourths of the primary insurance amount of such 
individual. 

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

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

(B) such child has been ado ted by some other individual. 
For purposes of this paraVraph, a hi deemed to be a child of a fully or 
currently insured individual pursuant to section 216(h)(2)(B) or­
8ectior& 216(h) (3) shall, if such individual is the child's father, be 
deemed to be the legitimate child of such individual. 

(4) A child shall be deemed dependent upon his stepfather at the 
time specified in paragraph (1)(C) if, at such time, the child was living 
with or was receiving at least one-half of his support from such 
ste pfather 

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

(6) In the case of a child who has attained the age of eighteen and 
who maxries­

(A) an individual entitled to benefits under subsection (a), (b), 
(e), (f), (g), or (h) of this section or under section 223(a), or 

(B) another individual who has attained the age of eighteen 
and is entitled to benefits under this subsection, 

such child's entitlement to benefits under this subsection shall, not­
withstanding the provisions of paragraph (1) but subject to subsec­
tion' (8), not be terminated by reason of such marriage; except that, 
in the case of such a marriage to a male individual entitled to benefits 
under section 223 (a) or this subsection, the precedingpoion of 
this paragraph shall not apply with respect to benefis for months 
after the last month for which such individual is entitled to such 
benefits under section 223(a) or this subsection unless (i) he ceases 
to be so entitled by reason of his death, or (ii) in the case of an indi­
vidual who was entitled to benefits under section 223(a), he is entitled, 
for the month following such last month, to benefits under subsection 
(a) of this section. 

(7) A child whose entitlem~ent to child's insurance benefits on the 
basis of the wages and 8e1]-employinent income of an insured individual 
terminated under the preceding provisions of thiw subsection may again
become entitled to such benefits (provided no event specified in paragraph 
(1) (D has occurred) beginning with the first month thereafter in which 
he is a full-time student and has not attained the age of 22, or in which 
he is under a disability (as defined in section 223(c)) which began before 
he attained the age of 22, if he also meets the requirements of subpara­
graphs (A) and (B) of paragraph(1); and such reentitlement shahl end 
thereafter in accordance with the, provzsions of subparagraph (D), (F), 
(G), or (H) of paragraph(1).

(8) For the purposes of this subsection­
(A) A "full-time student" is an individual who is in full-time 

attendanceas a student at an educationalinstitution, as determined 
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by the Secretary (in accordance with regulationsprescribed by him)
in the light of the standardsand practicesof the iristit'itions involved, 
except that no individual shall be considered a "full-timne student" 
if he is paid by his employer while attending an educational in­
stitution at the request, or pursuant to a requirement, of his 
employer.

(B) Except to the extent provided in such regulations,an individual 
shall be deemed to be a full-time student during any period of non­
attendance at an educational institution at which he has been in 
full-time,attendance if (i) such period is 4 calendar months or less, 
and (ii) he shows to the satisactionof the Secretary that he intends 
to continue to be in full-time attendanceat an educationalinstitution 
immediately following such period. An individual who does not 
meet the requirement of clause (ii) with respect to such period of 
nonattendance shall be deemed to have met such requirement (as 
of the beginning of such period) if he is in full-time attendance at 
an educationalinstitutionimmediatelyfoll owing such period.

(C) An "educational institution" is (i) a school or college or 
university operated or directly supported by the United States, or 
by any State or local government or political subdivision thereof, or 
(ii) a school or college or university which has been approved boy a 
State or accredited by a State-recognized or nationally-recognized
accreditingagency or body, or (iii) a nonaccreditedschool or college 
or university whose credits are accepted, on transfer, by not less than 
three institutionswhich are so accredited,for credit on the same basis 
as if transferredfrom an institution so accredited. 

(9) In the case o~f­
(A) an individual entitled to disability insurance benefits, or 
(B) an individual entitled to old-age insurance benefits who was 

entitled to disability insurance benefits for the month preceding the 
first month for which he was entitled to old-age insurance benefits, 

a child of such individual adopted after such individual became 
entitled to such disability insurance benefits shall be deemed not to 
meet the requirements of clause (i) or (iii) of paragraph(1) (C) unless 
such child­

(CI is the natural child or stepchild of such individual (including
such a child who was legally adopted by such individual), or 

(D) was legally adopted oy such individual before the end of the 
p24-month period beginning with the month after the month in which 
such individual most recently became entitled to disability insurance 
benefits, but only if­

(i). proceedings for such adoption of the child had been 
instituted by such individual in or before the month in which 
began the period of disability of such individual which stilP 
exists at the time of such adoption (or, if such child was adopted
by -such individual a~fter such individual aftained age 65, the 
period of disability of such individual which existed in the,
month preceding the month in which he attained age 65S), or 

(ii) such adopted child was living with such individual in 
such month. 

(10) If an individual entitled to old-age insurance benefits (but not 
an individual included under paragraph (9)) adopts a child after 
such individual becomes entitled to such benefits, such child shall be 
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deemed not to meet the requirements of clause (i)of paragraph(1) (C)un­
1e58 such child­

(A) is the naturalchild or stepchild of such individual (including
such a child who was legally adopted by such individual), or 

(B) was legally adopted by such individual before the, end of the 
24-month period beginning with the month after the month in which 
such individualbecame entitled to old-age insurancebenefits, but only 

(i) such child had been receiving at least one-half of his 
supprt iniviualforthe year before such individualromsuc 


file hisappicaton
or od-ae inuracebenefils or, if such 
indiidul hdapeiodof whch cntiueduntil heisablit 
hadbecmentiledto nsuanc beefis, orthe yearld-ge 

ben nsitteschinivdulin oberetemonth inb 
whic th iniviual hi aplicaionforoldageinsurance~le 

benefits or such adope chil was liigwt uhindividual1 
in such month. 

Widow's Insurance Bene fits 

(e) [(1) The widow (as defined in section 216(c)) of an individual 
who died a fully insured individual, if such widow-I(A)has not remarried, 

(B) has attained age 62, 
(C) (i) has filed application for widow's insurance benefits, 

or was entitled, after attainment of age 62, to wife's insurance 
benefits, on the basis of the wagtes and self-employment income 
of such individual, for the month preceding the month in which 
he died, or 

[(ii) was entitled, on the basis of such wages and self-employ­
ment income, to mother's insurance benefits for the month pre­

cedigte mnth n wichshe attained age 62, and 
[(D)isntiledto nsuance benefits or is entitledot ld-ge

to ld-ge beefis echof which is less than 82Y2 per­nsuanc 
cen oftheprmar inuraceamount of her deceased husband, 

shall be entitled to a widow's insurance benefit for each month, begin­
ning with the first month after August 1950 in which she becomes so 
entitled to such insurance benefits and ending with the month pre­
ceding the first month in which any of the following occurs: she re­
marries, dies, or becomes entitled to an old-age insurance benefit 
equal to or exceeding 82Y/2 percent of the primary insurance amount 
of heir deceased husband. 

[(2) Such widow's insurance benefit for each month shall be equal 
to 82Y2 percent of the primary insurance amount of her deceased 

(1) The widow (as defined in section 216(c)) and every surviving divorced
 
wtife (as defined in section 216(d)) of an individual who died a fully
 
insured ind~ividual, if such widow or such surviving divorced wife­

(A) is not married,
 
(B) has attained [age 623 age 60,
 
(CI)(i) has filed application for Widow's insurance benefits, or
 
was entitled, after attainment of age 62, to wife's insurance benefits,
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on the basis of the wages and self-employment income of such 
individual,for the month preceding the month in which he died, or 

(ii) was entitled, on the basis Of 8uch wages and self-employment
income, to mother's insurance benelits for the month precedi~ng the 
month in which 8he attained age 62d, 

(D) in the case of a surviving divorced wife who was not entitled to 
wife's insurance benefits on the basic of the wages and 8y-employ
ment income Of such individualfor the month preceding the montf, 
in which he died, Was receiving at least one-half of her support, as 
determinedin accordancewith regulation prescribedby the Secretary,
from such individual, or was receiving substantial contributions 
from such individual (pursuantto a wiirtten agreement) or there was 
in effect a court orderfor substantial contributions to her support
from such individual­

(i) at the time of his death (or, if such individualhad a period
of disability which did not end prior to the monthin which 
he died, at the time suck~period beganor at the time of his death), 
or 

(ii) at the time he became entitled to old-age insurance 
benefits or disability insurance benefits (or if such individual 
had a period of disability which did not end before the month in 
which he became entitled to such benefits, at the time such period
began or at the time he became entitled to such benefits), and 

(E) is no entitLed o old-ag3,insurancebenefits or is entitled to old-
age insurance benefits each of which is less than 892% Percent of the 
primary insurance amount of such deceased individual, 

shall be entitled to a widow's insurancebenefit for each month, beginning
with the first month in which she becomes so entitled to such insurance 
benefits and ending with the monthprecedingthe first month in which a 
of the following Occurs: she remarries,dies, or becomes entitled to an o ­

age insurance benefit equal to or exceeding 8f2Y2 percent of the primary
insurance amount of such deceased individual. 

(2~)[Such] Except as provided in subsection (q) and paragraph(4)
of this subsection, such widow's insurance benefit for each month shall 'be 
equal to 82%percent of the primary insurance amount of such deceased 
individual.

[(3) In the case of any widow of an individual­
[(A) who marries another individual, and 
[(B) whose marriage to the individual referred to in subpara­

graph (A) is terminated by his death which occurs within one year
after such marriage and he did not die a fully insured individual 
the marriage to the individual referred to in clause (A) shall, for 
the purposes of paragraph (1), be deemed not to have occurred. 
No benefits shall be payable under this subsection by reason of 
the preceding sentence for any month prior to whichever of the 
following is the latest: (i) the month in which the death referred 
to in subparagraph (B) of the preceding sentence occurs, (ii) the 
twelfth month before the month in which such widow files appli­
cation for purposes of this paragraph, or (iii) November 1956.]

[(4)] (3) In the case of a [widow] widow or surviving divorced wife 
who marries­

(A) an individual entitled to benefits under subsection (f) or 
(h) of this section, or 

(B) an individual who has attained the age of eighteen and 
is entitled to benefits under subsection (d), 
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such [widow's] wi~dow's or surviving divorced wifne's entitlement to 
benefits under this subsection shall, notwithstanding the provisions
of paragraph (1) bud subject to subsection (s), not be terminated by 
reason of such marriage; except that, in the case of such a marriage 
to an individual entitled to benefits under subsection. (d), the preceding
provisions of this paragraph shall not apply with respect to benefits 
for months after the last month for which such individual is entitled 
to such benefits under subsection (d) unless he ceases to be so entitled 
byv reason of his death. 

(4) If widow, after attaining the age of 60, marries an individual 
(other than one described in subpara~graph(A) or (B) of paragraph(s)),
such marriageshall, for purposes of paragraph(1)., be deemed not to have 
occurred; ezcept that, notwithstanding the promISwns. of paragraph (2)
and subsection (q), such widow's insurancebenefit for the month in which 
such marriage occurs and each month thereafter prior to the month in 
which the husband dies or such m~arriage is otherwise terminated, shall be 
equal to 50 per centum of the primary -insuranceamount of the deceased 
individual on whose wages and self-employment income such benefit is 
based. 

Widower's Insurance Benefits 

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

(A) has not remarried. 
(B) has attained age 62. 
(0) has filed application for widower's insurance benefits or 

was entitled to husband's insurance benefits, on the basis of the 
wage an sef-emloyentincome of such individual, for the 
montprcedng te mnthin which she died. 

(D)(i)wasreeivng t east one-half of his support, as deter-
mindi acordncewit prscrbedby the Secretary,reulaion 

from such individual at the tm ofhrdahrif such individual 
has a period of disability which did not end prior to the month in 
which she died, at the time such period )beganor at the time of her 
death, and ifiled proof of such support /within two years after the 
date of such death, or, if she had such a!period of disability, within 
two years after the month in which she filed application with 
respect to such period of disability or two years after the date of 
such death, as the case may be, or (ii) was receiving at least one-
half of his support, as determined in accordance with regulations 
prescribed by the Secretary, from such individual, and she was a 
currently insured individual, at the time she became entitled to 
old-age or disability insurance benefits or, if such individual had a 

perod of disability which did not end prior to the month in which 
she became so entitled, at the time such period began or at the 
time she became entitled to such benefits, and filed proof of such 
support within two years after the month in which she became 
entitled to such benefits, or if she had such a period of disability,
within two years after the month in which she field application
with respect to such period of disability or two years after the 
month in which she became entitled to such benefits, as the case 
may be, and 

(E) is not entitled to old-age insurance benefits, or is entitled to 
old-age insurance benefits each of which is less than 82% percent
of the primary insurance amount of his deceased wife, 
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shall be entitled to a widower's insurance benefit for each month, 
beginning with the first month after August 1950 in which he becomes 
so entitled to such insurance benefits and ending with the month 
preceding the first month in which any of the fioflowing occurs: he 
remarries, dies, or becomes entitled to an old-age insurance benefit 
equal to or exceeding 82,~percent of the primary insurance amount 
of his deceased wife. 

(2) The requirement in paragraph -(1) that the deceased fully 
insured individual also be a currently insured individual, and the 
provisions of subparagraph (D) of such paragraph, shall (subject to 
subsectwon (s)) not be applicable in the case of any individual who­

(A) in the month prior to the month of his marriage to such 
individual was entitled to, or on application therefor and attain­
ment of age 62 in such prior month would have been entitled 
to, benefits under this subsection or subsection (h); [or] 

(B) in the month prior to the month of his marriage to such 
individual had attained age eighteen and was entitled to, or 
on application therefor would have been entitled to, benefits 
under subsection (d) [.3; or 

(C) in the month prior to the month of his marriage to such indi­
vidual he was entitled to, or on application therefor and attainment 
of the required age (if any), would have been entitled to, a w~idower's, 
child's (after attainment of age 18), or parent's insurance annuity 
under section 5 of the Railroad Retirement Act of 1937, as amended. 

(3) [Such] Except as provided in paragraph (5), such widower's 
insurance benefit for each month shall be -equal to 82y/~percent of the 
primary insurance amount of his deceased wife. 

(4) In the case of a widower who remarries­
(A) an individual entitled to benefits under subsection (b), (e), 

(g), or (h), or 
(B) an individual who has attained the age of eighteen and is en­

titled to benefits under subsection (d), 
such widower's entitlement to benefits under this subsection shall, not­
withstanding the provisions of paragraph (1) but subject to subsection~s) 
not be terminated by reason of such, marriage.

(5) If a widower, after attaining the age of 62, marries an individ­
ual (other than one described in subparagraph(A) or (B) of Paragraph 
(4)), such marriage shall,for purposes of paragraph(1), be deemed not to 
have occurred; except that, notwithstanding the provisions of paragraph 
(3), such widower's insurancebenefitfor the month in which such marriage 
occurs and each month thereafter prior to the month in which the wife dies 
or such marriageis otherwise terminated, shall be equal to 50 per centum 
of the primary insurance amount of the deceased individual on whose 
wages and self-employment income such benefit is based. 

Mother's Insurance Benefits 

(g) (1) The widow and every [former wife divorced] surviving 
divorced mother (as defined in section 216(d)) of an individual who died 
a fully or currently insured individual if such widow or [former wife 
divorced] surviving divorced mother­

(A) [has not remarried] is not married, 
(B) is not entitled to a widow's insurance benefit, 
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(C) 	 is not entitled to old-age insurance benefits, or is entitled to 
old-ge beefis ech of which is less than three-fourthsnsuanc 
of te prmar amunt of such individual,insranc 

(D)hasfild apliatin for mother's insurance benefits, or 
wasenttletowife'sinsrane benefits on the basis of the wages

and self-employment income of such individual for the month 
preceding the month in which he died, 

(E) at the time of filing such application has in her care a 
child of such individual entitled to a Child's insurance benefit, and 

[uc(F) in the case of a former wife divorced, was receiving from 
suhindividual (pursuant to agreement or court order) at least 

one-half of her support at the time of his death or, if such indi­
vidual had a period of disability which did not end prior to the 
month in which he died, at the time such period began or at the 
time of such death, and the child referred to in subparagraph (E)
is her son, daughter, or legally adopted child and the benefits 
referred to in such subparagraph are payable on the basis of such 
individual's wages and self-employment income] 

(F) in the case of a survirnng divorced mother-­
(i) at the time of suchindividual'sdeath (or, if such individual 

had a period of disability which did not end before the month 
in which he died, at the. time such period began or at the time 
of such death)­

(I) she was receivingj at least one-half of her support, 
as determined in accordance with regulations prescribed by 
the Secretary, from such individual, or 

(II) she waes receiving substantial contributions from 
such individual (pursuantto a written agreement), or 

(III) there was a court order for substantial contribu­
tions to her supportfrom such individual, 

(ii) the child referred to in subparagraph (E) is her son, 
daupihter, or legally adopted child, and 

(iii)the benefits referredto in such subparagraphare payable 
on the basis of such individual's wages and self-employment 
income, 

shall (subject to subsection (a)) be entitled to a mother's insurance 
benefit for each month, beginning with the first month after August 
1950 in which she becomes so entitled to such insurance benefits and 
ending with the month preceding the first month in which anyi of the 
following occurs: no child of such deceased individual is entitled to a 
child's insurance benefit, such widow or [former wife divorced] sur­
viving divorced mother becomes entitled to an old-age. insurance benefit

eual to or exceeding three-fourths of thepiaynsrcemot 
ofsuch deceased individual, she becomes entitled to a widow's insur­

ance benefit, she remarries, or she dies. Entitlement to such benefits 
shall also end, in the case of a [former wife divorced] survivingq 
divorced mother, with the month immediately preceding the first month 
in which no son, daughter, or legally adopted child of such [former 
wife divorced] svi'&ng divorced mother is entitled to a child's insur­
ance benefit on the basis of the wages and self-employment income of 
such deceased individual. 

(2) Such mother's insurance benefit for each month shall be equal to 
three-fourths of the primary insurance amount of such deceased 
individual. 
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[(3) In the case of any widow or former wife divorced of an in­
dividual­

[(A) who marries another individual, and 
[(B) whose marriage to the individual referred to in sub­

~aragraph (A) is terminated by his death but she is not, and upon 
Migapplication therefor in the month in which he died would 

not be, entitled to benefits for such month on the basis of his 
wages and self-employment income, 

the marriage to the individual referred to in clause (A) shall, for the 
purpose of paragraph (1), be deemed not to have occurred. -No 

benefits shal be payable under this subsection by reason of the pre­
ceding sentence for any month prior to whichever of the, following is 
the latest: (i) the month in which the death referred to in subpara­
graph (B) of the preceding sentence occurs, (ii) the twelfth month 
before the month in which such widow or former wife divorced ifiles 
application for purposes of this paragraph, or (iii) the month following
the month in which this paragraph is enacted.] 

[(4)] (3) In the case of a widow or [former wife divorced] sur­
rivirg divorced mother who married­

(A) an individual entitled to benefits under subsection (a), (f), 
or (h), or under section 223 (a), or 

(B) an individual who has attained the age of eighteen and is 
entitled to benefits under subsection (d),

the entitlement of such widow or [former wife divorced] 8urving 
divorced mother to benefits under this subsection shall, notwithstanding
the provisions of paragraph (1) but subject to subsection (8), not be 
terminated by reason of such marriiage; except that, in the case of such 
a marriage to an individual entitled to benefits under section 223(a) 
or subsection (d) of this section, the preceding provisions of this para­
graph shall not apply with respect to benefits for months after the last 
month for which such individual is entitled to such benefits under 
section 223(a) or subsection (d) of this section unless (i) he ceases to 
be so entitled by reason of his death, or (ii) in the case of an individual 
who was entitled to benefits under section 223(a), he is entitled, for the 
month following such last month, to benefits under subsection (a) 
of this section. 

Parent's Insurance Benefits 

(h) (1) Every parent (as defined in this subsection) of an individual 
who died a fully insured individual if such parent-­

(A) has attained age 62, 
(B) (i) was receiving at least one-half of his support from such 

individual at the time of such individual's death or, if such indi­
vidual had a period of disability which did not end prior to the 
month in which he died, at the time such period began or at the 
time of such death, and (ii) ifiled proof of such support within 
two years after the date of such death, or, if such individual had 
such a period of disability, within two years after the month in 
which such individua iedapplication with respect to such period 
of disability or two year atrthe date of such death, as the case 
may be, 

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

to old-age insurance benefits each of which is less than 82Y%percent 
of the primary insurance amount of such deceased individual if 
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the amount of the parent's insurance benefit for such month is 
determinable under paragraph (2) (A) (or 75 percent of such pri­

mayinsurance amount in any other case), and 
S(9) has filed application for parent's insurance benefits, shall be 

entitled to a parent's insurance benefit for each month beginning
with the first month after August 1950 in which such parent
becomes so entitled to such parent's insurance benefits and ending
with the month preceding the first month -in which any of the 
following occurs: such p arent dies, marries, or becomes entitled 
to an old-age insurance benefit-equal to or exceeding 82% percent
of the primary insurance amount of such deceased individual if the 
amount of the parent's insurance benefit for such month is de­
terminable under paragraph (2) (A) (or 75 percent of such primary
insurance amount in any other case). 

(2) (A) Except as provided in subparagraphs (B) and (C), such 
parent's insurance benefit for each month shall be equal to 82% percent
of the primary insurance amount of such -deceased individual. 

(B) For any month for which more than one parent is entitled to 
parent's insurance benefits on the -basis of such deceased individual's 
wages and self-employment income, such benefit for each such parent
for such monthshal (except as provided in subparagraph (C)) be 
equal to 75 percent of the primary insurance amount of such deceased 
individual. 

(C) In any case in which­
(i) any parent is entitled to a parent's insurance -benefit for a 

month on the basis of a deceased individual's wages and self-
employment income, and 

(ii) another parent of such deceased individual is entitled to a 
parent's insurance benefit for such month on the basis of such 
wages and self-employment income, and on the basis of an ap­
plication ified after such month and after the month in which the 
application for the parent's benefits referred to in clause (i) was 

the amount of the parent's insurance benefit of the parent referred to in 
clause (i) for the month referred to in such clause shall be determined 
under subparagraph (A) instead of subparagraph (B) and the amount 
of the parent's insurance benefit of a parent referred to in clause (ii)
for such month shall be equal to 150 percent of the primary insurance 
amount iof the deceased individual minus the amount (before the 
application of section 203 (a)) of the benefit for such month of the parent
referred to in clause (i). 

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

(4) In the case of a parent who marries­
(A) an individual entitled to benefits under this subsection or 

subsection (b), (e), (f), or (g), or 
(B) an individual who has attained the age of eighteen and is 

entitled to benefits under subsection (d),
such parent's entitlement to benefits under this subsection shall, not­

witstadin th prvisonsof paragraph (1) but subject to subsection 
beterinaed 

caseof o amale individual entitled to benefits under 
(8) no y rason of such marriage; except that, in the 
ucha mrrige 
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subsection (d), the preceding provisions of this paragraph shall not 
apply with respect to benefits for months after the last month for 
which such individual is entitled to such benefits under subsection (d)
unless he ceases to be so entitled by reason of his death. 

Lump-Sum Death Payments 

(i) Upon the death, after August 1950, of an individual who died a 
fully or urretlsy insured individual, an amount equal to three times 
such indiiduals rimary insurance amount, or an amount equal to 
$255, whichever is the smaller, shall be paid in a lump sum to the 
person, if any, determined by the Secretary to be the widow or wid­
ower of the deceased and to have been living in the same household 
with the deceased at the time of death. If there'is no such person, or 
if such person dies before receiving payment, then such amount shall 
be paid­

(1) if all or part of the burial expenses of such insured individual 
which are incurred by or through a funeral home or funeral homes 
remains unpaid, to such funeral home or funeral homes to the 
extent of such unpaid expenses, but only if (A) any person who 
assumed the responsibility for the payment of all or any part of 
such burial expenses files an application, prior to the expiration
of two years after the date of death of such insured individual, 
requesting that such payment be made to such funeral home or 
funeral homes, or (B) at least 90 days have elapsed after the date 
of death of such insured individual and prior to the expiration of 
such 90 days no person has assumed responsibility for the pay­
ment of any of such burial expenses;

(2) if all of the burial expenses of such insured individual 
which were incurred by or through a funeral home or funeral 
homes have been paid (including payments made under clause 
(1)), to any person or persons, equitably entitled thereto, to the 
extent and in the proportions that he or they shall have paid 
such burial expenses; or 

(3) if any part of the amount payable under this subsection 
remains after payments have been made pursuant to clauses (1) 
and (2), to any person or persons, equitably entitled thereto, to 
the extent and in the proportions that he or they shall have paid 
other expenses in connection with the burial of such insured 
individual, in the following order of priority: (A) expenses of 
opening and closing the grave of such insured individual, (B) 
expenses of providing the burial plot of such insured individual,
and (C) any remaining expenses in connection with the burial 
of such insured individual. 

No payment (except a payment authorized pursuant to clause (1) (A)
of the preceding sentence) shall be made to any person under this 
subsection unless application therefor shall have been filed, by or on' 
behalf of such person (whether or not legally competent), prior to the 
expiration of two years after the date of death of such insured individual, 
or unless such person was entitled to wife's or husband's insurance 
benefits, on the basis of the wages and self-employment income of such 
insured individual, for the month preceding the month in which such 
individual died. In the case of any. individual who died outside the 
forty-eight States and the District of Columbia after December 1953 

49-4643 0- t5-pt. 2_-3 
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and before January 1, 1957, whose death occurred while he was in the 
active military or naval service of the' United States, and who is 
returned to any of such States, the District of Columbia, Alaska,
Hawaii, the Commonwealth of Puerto Rico, the Virgin Islands, Guam, 
or American Samoa for interment or reinterment, the provisions of 
the preceding sentence shall not prevent payment to any person under 
the second sentence of this subsection if applicatliin for a lump-sum
death payment with respect to such deceased individual is. filed by or 
on behalf of such person (whether or not legally competent) prior to 
the expiration of two years after the date of such interment or reinter­
ment.. In the case of any individual who died outside the fifty States 
and the District of Columbia after December 1956 while he was per­
forming service, as a member of a uniformed service, to which the 
provisions of section 2 10(1)(1) are applicable, and who is returned to 
any State or to any Territory or possession of the United States, for 
interment or reinterment, the provisions of the third sentence of this 
subsection shall not prevent payment to any person under the second 
sentence of this subsection if application for a lump-sum death 
taymnent with respect to such deceased individual is filed by or on 
behalf of such person (whether or not legally competent) prior to the 

expiration of two years after the date of such interment or reinterment. 

Application for Monthly Insurance Benefits 

()(1) An individual who would have been entitled to a benefit 
under subsection (a), (b), (c), (d), (e), (f), (g), or (h) for any month 
after August 1950 had he filed application therefor prior to the end of 
such month shall be entitled to such benefit for such month if he files 
application therefor prior to the end of the twelfth month immediately
succeeding such month. Any benefit under this title for a month prior
to the month in which application is ifiled shall be reduced, to any 
extent that may be necessary, so that it will not render erroneous any
benefit which, before the filing or such application, the Secretary has 
certified for payment for such prior month. 

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

(2) An applicationfor any monthly benefits under this section filed 
before the first month in which the applicant satisfies the requirements
for 8uch benefits shall be deemed a valid applicationonly if the applicant
8ati87'ie8 the requirementsfor such benefits before the Secretary makes a 

fina deisioontheapplcaton.Ifuponfinal decisionby the Secretary,
or dcison ponjuacia reiewthereof, such applicant is found to 

saisy rqureenstheapiton have beenuc shall be deemed to 

()I'NuLwitlistanding the provisions of paragraph (1), an individual 
may, at his option, waive entitlement to any benefit referred to in 
paragraph (1) for any one or more consecutive months (beginning
with the earliest month for which such individual would otherwise be 
entitled to such benefit) which occur before the month in which such 
individual files application for such benefit; and, in such case, such 
individual shol not be considered as entitled to such benefits for any 
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such month or mouths before such individual ifiled such application. 
An individual shall be deemed to have waived such entitlement for 
any such month for which such benefit would, under the second 
sentence of paragraph (1), be reduced to zero. 

Simultaneous Entitlement to Benefits 

(k) (1) A child, entitled to child's insurance benefits on the basis of 
the wages and self-employment income of an insured individual, who 
would be entitled, on filig application, to child's insurance benefits 
on the basis of the wages and self-employment income of some other 
insured individual, shall be deemed entitled, subject to the provisions 
of paragraph (2) hereof, to child's insurance benefits on the basis of the 
wages and self-employment income of such. other individual if an 
application for child's insurance benefits on the basis of the wages and 
self-employment income of such other individual has been filed by any 
other child who would, on filing application, be entitled to child's 
insurance benefits on the basis of the wages and self-employment 
income of both such insured individuals. 

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

(B) Any indivdual (other than an individualto whom subsection (e)(4) 
or (fJ) (5) applies) who, under the preceding provisions of this section 
and under the provisions of section 223, is entitled for any month to 
more than one monthly insurance benefit (other than old-age or dis­
ability insurance benefit) under this title shall be entitled to only one 
such monthly benefit for such month, such benefit to be the largest of 
the monthly benefits to which he (but for this subparagraph (B3))
would otherwise be entitled for such month. Any individual who is 
entitled for any month to more than one widow's or widower's insurance 
benefit to which subsection (e)(4) or Uf) (5) applies shall be entitled to only 
one such benefit for such month, such benefit to be the largest of such 
benefits. 

(3) (A) If an individual is entitled to an old-age or disability insur­
ance benefit for any month and to any other monthly insurance benefit 
for such month, such other insurance benefit for such month, after 
any reduction under subsection (q) and any reduction under section 
203 (a), shall be reduced, but not below zero, by an amount equal to 
such old-age or disability insurance benefit (after reductioin under 
such subsection (q)).

(B) If an individualis entitledfor any month to a widow's or widower's 
insurance benefit to which subsection (e)(4) or (f)(5) applies and to any 
other monthly insurance benefit vnder section 202 (other than an old-age
insurancebenefit), such other insurance benefit for such month, after any
reduction under subparagraph(A), any reduction under subsection (q), 
and any'reduction under section 203(a), shall be reduced, but not below 
zero, by an amount equal to such widow's or widower's insurance benefit 
after any reduction or reductions under such subparagraph(A) and such 
section 203(a). 

(4) Any individual who, under this section and section 223, is 
entitled for any month to both an old-age insurance benefit and a 
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disability insurance benefit under this title shall be entitled to only
the larger of such benefits for 8uch month, except that*, if such individual 
so elects, he 8hall instead be entitled to only the smaller of such benefitsfor 
such month. 

Entitlement to Survivor Benefits Under Raiload Retirement Act 

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

Minimum Survivor's or Dependent's Benefit 

(in) In any case in which the benefit of any individual for any
month under this section (other than subsection (a)) is, prior to 
reduction under subsection (k) (2) and subsection (q), less than the 
first figure in column IV of the table in section 215(a) and no other 
individual is (without the application of section 202(j) (1)) entitled 
to a benefit under this section for such month on the basis of the same 
wages and self-employment income, such benefit for such month 
shall, prior to reduction under such subsection (k) (3) and subsection 
(q, be increased to the first figure in column IV of the table in 
section 215(a). 

Termination of Benefits Upon Deportation of Primary Beneficiary 

(n) (1) If any individual is (after the date of enactment of this 
subsection) deported under paragraph (1), (2), (4), (5), (6), (7), (10)
(11), (12,), (14,), (15), (16'), (17), or (18) of section 241(a) of the 
Immigration and Nationality Act, then, notwithstanding any other 
provisions of this title­

(A) no monthly benefit under this section or section 223 shall 
be paid to such individual, on the basis of his wages and self-
employment income, for any month occurring (i) after the month 
in which the Secretary is notified by the Attorney General that 
such individual has been so deported, and (ii) before the month 
in which such individual is thereafter lawfully admitted to the 
United States for permanent residence, 

(B) if no benefit could be paid to such individual (or if no benefit 
could be paid to him if he were alive) for any month by reason of 
subparagraph (A), no monthly benefit under this section shall be 
paid, on the basis of his wages and self-employment income, for 
such month to any other person who is not a citizen of the United 
States and is outside the United States for any part of such 
month, and 

(C) no lump-sum death payment shall be made on the basis of 
such individual's wages and self-employment income if he dies (i) 
in or after the month in which such notice is received, and (ii)
before the month in which he is thereafter lawfully admitted to 
the United States for permanent residence. 
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Section 203 (b), (c), and (d) Pf this Act shall not apply with respect to 
any such individual for. any month for which no monthly benefit may
be paid to him by reason of this paragraph.

(2) As soon as practicable after the deportation of any individual
under any othpaarpsfseion 241(a) of the Immigration and 
Nationality Act enumerated in paragraph (1) in this subsection, the 
Attorney General shall notify the Secretary of such deportation. 

Application for Benefits by Survivors of Members and Former Members of the 
Uniformed Services 

(o),.In the case of any individual who would be entitled to benefits 
under subsection (d), (e), (g), or (h) upon filing proper application
therefor, the filing with the Administrator of Veterans' Affairs by or 
on behalf of such individual of an application for such benefits, on 
the form described in section 3005 of Title 38, United States Code,
shall satisfy the requirement of such subsection (d), (e), (g), or (h)
that an application for such benefits be ifiled. 

[Extension of Period for Filing Proof of Support and Applications for Lump-
Sum Death Payment] 

[(p) In any case in which there is a failure­
[(1) to ifile proof of support under subparagraph (C) of sub­

section (c) (1), clause (i) or (ii) of subparagraph (D) of subsection 
(f) (1), or subparagraph B of subsection (h) (1), or under clause 
(B) of subsection (f) (1) of this section as in effect prior to the 
Social Security Act Amendments of 1950 within the period
prescribed by such subparagraph or clause, or 

[(2) to file, in the case of a death after 1946, application for a 
lump-sum death payment under subsection (i), or under sub­
section (g) of this section as in effect prior to the Social Security
Act Amendments of 1950, within the period prescribed by such 
subsection, 

and it is shown to the satisfaction of the Secretary that there was good 
cause for failure to file such proof or application, as the case may be,
within such period, such proof or application shall be deemed to have 
been filed within such period if it is ifiled within two years following
such period or within two years following August 1956, whichever is 
later. The determination of what constitutes good cause for purposes
~of this subsection shall. be made in -accordance with regulations of the 
Secretary.] 

Extension of Period for Filing Proof of Support and Applications for 
Lump-Sum Death Payment 

(p) In any case in which there is afailure­
(1) to file proof of support under paragraph (C.) of subsection 

(c) (1), clause (i) or (ii) of subparagraph(D) Of subsection (f) (1), 
or subparagraph (B) Of subsection (h) (1), or under clause (B) of 
subsection (f) (1) of this section as in efect prior to the Social 
Security Act Amendments of 1960, within the period prescribed by
such subparagraphor clause, or 

(2) to file, in the case of a death after 1946, applicationfor a 
lump-sum death payment under subsection (i), or under subsection 
(g) of this section as in eflect prior to the Social Security Act 

I
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Amendments of 1950, wit him the periodprescribedby such subsection, 
any 8Uch proof or application,as the case may be, which is filed after 
the expiration of such period shall be deemed to have been filed within 
such periodif it is shown to the 8atisfactionof the Secretarythat there was 
good causefor failure tofile 8Uch proof or applicationwithin such period.
The determination of what constitute8 good cause for purposes of this 
subsection shall be made in accordance with regundations of the Secretar'y. 

Adjustment of Old-Age, Wife's, or Husband's Insurance Benefit Amounts in 
Accordance With Age of Beneficiary 

Reduction of Old-Age, Disability, Wife's Husband's, or WidoW's In­
surance Benefit Amounts 

(q) [(1) If the first month for which an individual is entitled to an 
old-age, wife's, or husband's insurance benefit is a month before the 
mont in which such individual attains age 65, the amount of such 
benefit for each month shall, subject to the succeeding paragraphs of 
this sbetob eue y 

[(A ~ uchamount if such benefit is an old-agef 1perentof
insuanc o '% of1 prcet of such amount if such benefitbeefi, 
is wie'sor inuracebenefit; multiplied byusbnd' 

[(B) (i) the number of months in the reduction period for
such benefit (determined under paragraph (5)), if such benefit is 
for a month before the month in which such individual attains 
age 65, or 

[(ii) the number of months in the adjusted reduction period
for such benefit (determined under paragraph (6)), if such benefit 
is for the month in which such individual attains age 65 or for 
any other month thereafter.]

(1) If the first month for which an individual is entitled to an old-age,
Wi/fe'8, husband's, or widow's insurance benefit is a month before the 
month in which such, individual attains retirement age, the amount of 
such benefit for each month shall, subject to the succeeding paragraphs
of this subsection, be reduced by­

(A) 5/9 of 1 percent of such amount if such benefit is an old-age 
or widow's ?insurance benefit, or 925/36 of 1 percent of such amount 
i~such benefit is a 'Wnje's or husband's insurance benefit, multiplied 

(B)(i) the number of months in the reduction period/orsuch bene­
fit (determined under paragraph.(6)), if such benefit is for a month 
before the month in which such individual attains retirement age, or 

(ii), the number of months in the adjusted reduction period for 
such benefit (determined under paragraph(7)), if such benefi is for 
the month in which such individualattains retirement age orfor any
month thereaZ. 

(92) If an individual is entitled to a disability insurance benefit for a 
month after a month for which such individual was entitled to an old-age
insurance benefit, such disability insurance benefit for each month shall 
be reduced by the amount such old-age 'insurance benefit would be re­
duced under paragraphs(1) and (4) for such month had such individual 
attained age 65 -in the first month for which he most recently became 
entitled to a disabilityinsurance benefit. 

ent(2) t(8) (A) If the first month for which an individual both is
ettledt a [wife's or husband's insurance benefit] Wife's, husband's, 

or widow's insurance benefit and has attained [age 62] age 692 (in the 
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case.of a wife's or husband'sinsurancebenefit) or age 60 (in the case of a 
widow's insurance benefit) is a month for which such individual is also 
entitled to­

(i) an old-age insurance benefit (to which such individual was 
first entitled for a month before he attains age 65), or 

(ii) a disability insurance benefit, 
then in lieu of any reduction under paragraph (1) (but subject to the 
succeeding paragraphs of this subsection) such [wife's or husband's 
insurance benefit] wuife's, husband's, or widow's insurance benefit for 
each month shall be reduced as provided in subparagraph (B), (C), 
or (D).

(B) For any month for which such individual is entitled to an old-
age insurance [benefit,] benefit and is not entitled to a disability in­
surance beeft such individual's wife's or husband's insurance benefit 
shall be rdcd by the sum of­

(i) the amount by which such old-age insurance benefit is 
reduced under paragraph [1)] (1) for such month, and 

(ii) the amnouw by which such wife's or husband's insurance 
benefit would be reduced under paragraph [(1)] (1) for such 
mnonth if it were equal to the excess of such wife's or husband's 
insurance benefit (before reduction under this subsection) over 
such old-age insurance benefit (before reduction under this sub­
section). 

[(C) For any month for which such individual is entitled to a 
disability insurance benefit, such individual's wife's or husband's 
insurance benefit shall be reduced by the amount by which such benefit 
would be reduced under paragraph (1) if it were equal to the excess of 
such benefit (before reduction under this subsection) over such dis­
ability insurance benefit.]

(C) For any month for which such individual is entitled to a disability 
insurance benefit, such individual's wife's, husband's, or widow's in­
surance benefit shall be reduced by the sum Of­

(i) the amount by which such disabilityinsurancebenefit is reduced 
under paragraph(2) for such month (if such paragraphapplied to 
such benefit), and 

(ii) the amount by which such wife's, husband's, or widow's in­
surancebenefit would be reduced under paragraph(1)for such month 
if it were equal to the excess Of such wife's, husband's, or widow's 
,insurancebenefit (before reduction under this subsection) over such 
disability insurance benefit (before reduction under this subsection).

(D) For any month for which such individual is entitled neither to 
an old-age insurance benefit nor to a disability insurance benefit, such 
individual's, [wife's or husband's] wife's, husband's, or widow's 
insurance benefit shall be reduced by the amount by which it would 
be reduced under paragraph (1). 

(E) If the first month for which an individualis entitled to an old-age
,insurancebenefit (whether such first month occurs before, with, or after 
the month in which such individualattains the age of 65) is a month for 
which such individual is also (or would, but for subsection (e)(1), be)
entitled to a widow's insurancebenefit to which such individual was first 
entitled for a month before she attained retirement age, then such old-age
insurance benefit shall be reduced by whichever of the following is the 
larger: 

(i) the amount by which (butfor this subparagraph)such old-age
insurance benefit would have been reduced under paragraph (1), or 
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(ii) the amount equal to the 8um of the amount by which such 
widow's insurance benefit was reduced or the month in which such 
individual attained retirement age a the amount by which such 
old-age insurance benefit 'would be reduced under paragraph(1) if it 
were equal to the, excess Of such old-age insurance benefit (before
reduction under this subsection) over such widow's insurance benefit 
(before reduction under this subsection). 

(K) If the first month for which an individualis entitled to a disability
'insurancebenefit (when such first month -occurswith or after the month 
in.which such individual attains the age of 6'2) is a month for which such 
individual is also (or would, but for subsection (e) (1), be) entitled to a 
widow's insurance benefit to which such individualwasfirst entitledfor a 
month before she attained retirement age, then such disability insurance 
benefit for each month shall be reduced by whichever of the follow~ing is 

lre:(i) the amount by 'which (but for this subparagraph)such disa­
bility insurance benefit would have been reduced under paragraph 
(2), or 

(ii) the amount equal to the sum of the amount by which such 
widow's insurance benefit was reduceVdor the month in which such 
individual attained retirement age an the amount by which such 
disability insurance benefit 'would be reduced under paragraph (2)
if it were equal to the excess of such disability insurance benefit 
(before reduction under this subsection) over such widow's insurance 
benefit (before reductionunder this subsection).

(G) If thefirst month for which an individual is entitled to a disability
insurance benefit (when suchfirst month occurs before the month in which 
such individualattainsthe age of 62) is a monthfor which such individual 
i~s also (or would, but for subsection (e)(1),ybe) entitled to a widow's 
,insurancebenefit, then such disability insurance benefit for each month 
shall be reduced by the amount such widow's insurance benefit would be 
reduced under paragraphs(1) and (4) for such month had such individual 
attained age 62 in the first month for which he most recently became 
entitled to a disability insurance benefit. 

[(3)] (4) If­
(A) an individual is or was entitled to a benefit subject to 

reduction [under3 under paragraph(1) or (3) of this subsection, 
and 

.(B) su~ch benefit is increased by reason of an increase in the 
primary insurance amount of the individual on whose wages and 
self-employment income such benefit is based, 

then the amount of the reduction of such benefit for each month shall 
be computed separately (under paragraph (1) or [(2)3 (3), whichever 
applies) for the portion of such benefit which constitutes such benefit 
before any increase described in subparagraph (B), and separately
(under paragraph (1) or [(2)] (3), whichever applies to the benefit 
being increased) for each such increase. For purposes of determining
the amount of the reduction under paragraph (1) or [(2)] (8) in any
such increase, the reduction period and the adjusted reduction period
shall be determined as if such increase were a separate benefit to 
which such individual was entitled for and after the first month for 
which such increase is effective. 
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[(4] (5) (A) No wife's insurance benefit shall be reduced under 
this subsection­

(i) for any month before the first month for which there is in 
effect a certificate filed by her with the Secretary, in accordance 
with regulations prescribed by him, in which she elects to receive 
wife's insurance benefits reduced as provided in this subsection, or 

(ii) for any month in which she has in her care (individually or 
jointly with the person on whose wages and self-employment
income her wife's insurance benefit is based) a child of such person 
entitled to child's insurance benefits. 

(B) Any certificate described in subparagraph (A) (i) shall be 
effective for purposes of this subsection (and for purposes of preventing
deductions under section 203(c)(2))­

(i) for the month in which it is filed and for any month there­
after, and 

(ii) for months, in the period designated by the woman filing
such certificate, of one or more consecutive months (not exceeding
12) immediately preceding the month in which such certificate is 
filed; 

except that such certificate shall not be effective for any month before 
the month in which she attains age 62, nor shall it be effective for any
month to which subparagra h (A)(ii) applies. 

(C) If a woman does not rave in her care a child described in sub­
paragraph (A) (ii) in the first month for which she is entitled to a wife's 
insurance benefit, and if such first month is a month before the month 
in which she attains age 65, she shall be deemed to have filed in such 
first month the certificate described in subparagraph (A) (i).

(D) No widow's insurance benefit for a month in which she has in her 
care a child of her deceased husband (or deceasedformer husband) entitled 
to child's insurancebenefits shall be reduced under this subsection below 
the amount to which she would have been entitled had she been entitledfor 
such month to mother's insurance benefits on the basis of her deceased 
husband's (or deceased former husband's) wages and self-employment 
income. 

[(5)] (6) For purposes of this subsection, the "reduction period"
for an individual's old-age, [wife's or husband's] wife's, husband's, or 
widow's insurance benefit is the period­

(A) beginning­
(i) in the case of an old-age [or husband's], husband's, or 

widow's insurance benefit, with the first day of the first 
month for which such individual is entitled to such benefit, or 

(ii) in the case of a wife's insurance benefit, with the first 
day of the first month for which a certificate described in 
paragraph (4) (A) (i) is effective, and 

(B) ending with the last day of the month before the month in 
which such individual attains [age 65] retirement age.

[(6)] (7) For purposes of this subsection, the "adjusted reduction 
period" for an individual's old-age, [wife's, or husband's] wife's, 
husband's, or widow's insurance benefit is the reduction period pre­
scribed by paragraph [(5)] (6) for such benefit, excluding from such 
period­

(A) any month in which such benefit was subject to deductions 
under section 203(b), 203(c) (1), 203(d) (1), or 222(b),

(B) in the case of wife's insurance benefits, any month in which 
she had in her care '(individually or jointly with the person on 
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whose wgsand self-employment income such benefit is based) 
a child ofsuh person entitled to child's insurance benefits, [and]

(C) in the case of wife's or husband's insurance benefits, any
month for which such individual was not entitled to such benefits 
because the spouse on whose wages and self-empio0 ent income 
such benefits were based ceased to be under a disability[.], 

(D) in the case of widow's insurancebenefits, any month in which 
the reduction inth amount of such benefit was determined under 
paragraph (6) (D), 

(E) in the case of widow's insurance benefits, any month before 
the month in which she attainedretirement age for which she was 
not entitled to such benefit because of the occurrence of an event that 
terminated her entitlement to such benefits, and 

(F) in the case of old-age insurance benefits, any month for which 
such individual was entitled to a disability insurance benefit. 

[(7)] (8) This subsection shall be applied after reduction under 
section 203(a) and after application of section 215(g). If the amount 
of any reduction computed under paragraph [(1) (1), (2), or [(2)]
(3) is not a multiple of $0. 10, it shall be reduced to the next, lower 
multiple of $0.10. 

(9) For purposes of this subsection, the term "retirement age" means 
age 65 with respect to an old-age, uife's or husband's insurance benefit 
and age 62 with respect to a window's insurance benefit. 

Presumed 	 Filing of Application by Individuals Eligible for Old-Age Insurance 
Benefits and for Wife's or Husband's Insurance Benefits 

(r) (1) If the first month for which an individual is entitled to an 
old-age 'insurance benefit is a month before the month in which such 
individual attains age 65, and if such individual is eligible for a wife's 
or husband's insurance benefit for such first month, such individual 
shall be deemed to have filed an application in such month for wife's 
or husband's insurance benefits. 

(2) If the first month for which an individual is entitled to a wife's 
or husband's insurance benefit reduced under subsection (q) is a month 
before the month in which such individual attains age 65, and if such 
individual is eligible (but for section 202(k) (4)) for an old-age insurance 
benefit for such first month, such individual shall be deemed to have 
ifiled an application for old-age insurance benefits­

* (A) in such month, or 
(B) if such individual is also entitled to a disability insurance 

benefit for such month, in the first subsequent month for which 
such individual is not entitled to a disability insurance benefit. 

(3) For purposes of this subsection, an individual shall be deemed 
eligible for a benefit for a month if, upon filing application theref or in 
such month, he would be entitled. to such benefit for such month. 

Child Aged 18 or Over Attending School 

(s)(1) For the purposes of subsections (b)(i), (g) (1),. (q) (6) , and (q)(7 
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such benefits for such month, Unless he was under such a disability in the 
thirdmonth before such month. 

(92) Subsection (f)(4), and so much of subsections (b)(3), (d)(6),
(e)(3), (g)(3), and (h) (4) of this section as precedes the semicolon, shall 
not apply in the case of ~any child unless such child, at the time of the 
marriagereferred to therein, was under a disability (as defined in section 
9223(c)) which began before such child attained the age of 922 or had been 
under such a disability in the third month before. the month in which such 
marriage occurred. 

(3) Subsections (c) (92) (B) and (f) (92) (B) of this &ection, so much of 
subsections (b)(3), (d) (6), (e)(3), (g) (3), and (h) (4) of this section as 
follows the semicolon, the last -sentence of subsection (c) of section 9203,
subsection (J)(1) (C) of section 9203, and subsection (b)(3) (B), (c)(6) (B),
(f)(3) (B), and (g) (6) (B) of section 9216 shall not apply in the case of any
child 'with respect to any month referred to therein unless in such month 
or the third month prior thereto such child was under a disability (as
defined in section 9223(c)) which began before such child attained the age
of 922. 

Suspension of Benefits of Aliens Who Are Outside the United States 
(t) (1) Notwithstanding any other provision of this title, no monthly 

benefits shall be paid under this section or under section 223 to any
individual who is not a citizen or national of the United States for 
any month which is­

(A) after the sixth consecutive calendar month during all of 
which the Secretary finds, on the basis of information furnished 
to him by the Attorney General or information which otherwise 
comes to his attention, that such individual is outside the United 
States, and 

(B) prior to the first month thereafter for all of which such 
individual has been in the United States. 

(2) Paragraph (1) shall not apply to any individual who is a 
citizen of a foreign country which the Secretary finds has in effect a 
social insurance or pension system which is of general application in 
such country and under which­

(A) periodic benefits, or the actuarial equivalent thereof, are 
paid on account of old age, retirement, or death, and 

(B) individuals who are citizens of the United States but not 
citizens of such foreign country and who qualify for such benefits 
are permitted to receive such benefits or the actuarial equivalent
thereof while outside such foreign country without regard to the 
duration of the absence. 

(3) Paragraph (1) shall not apply in any case where its application 
would be contrary to any treaty obligation of the United States in 
effect on the date of the enactment of this subsection. 

(4) Paragraph (1) shall not apply to any benefit for any month if­
(A) not less than forty of the quarters elapsing before such 

month are quarters of coverage for the individual on whose 
wages and self-employment in-come such benefit is based, or 

(B) the individual on whose wages and self-employment income 
such benefit is based has, before such month, resided in the United 
States for a period or periods aggregating ten years or more, or 

(C) the individual entitled to such benefit is outside the United 
States while in the active military or naval service of the United 
States, or 
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(D) the individual on whose wages and self-employment in­
come such benefit is based died, before such month, either (i)
while on active duty or inactive duty training (as those terms 
are defined in section 210 (1) (2) and (3)) as a member of a uni­
formed service (as defined in section 210(m)), or (ii) as the result 
of a disease or injury which the Administrator of Veterans' 
Affairs determines was incurred or aggravated in line of duty
while on active duty (as defined in section 210 (1) (2)), or an 
injury which he determines was incurred or aggravated in line of 
duty while on inactive duty training (as defined in section 210 
(1) (3)), as a member of a uniformed service (as defined in 
section 210 (in)), if the Administrator determines that such 
individual was discharged or released from the period of such 
active duty or inactive duty training under conditions other than 
dishonorable, and if the Administrator certifies to the Secretary
his determinations with respect to such individual under this 
clause, or 

(E) the individual on whose employment such benefit is based 
had been in service covered by the Railroad Retirement Act 
which was treated as employment covered by this Act pursuant 
to the provisions of section 5(k) (1) of the Railroad Retirement 
Act. 

(5) No person who is, or upon application would be, entitled to a 
monthly benefit under this section for December 1956 shall be de­
prived, by reason of paragraph (1), of such benefit or any other benefit 
based on the wages and self-employment income of the individual On 
whose wages and self-employment income such monthly benefit for 
December 1956 is based. 

(6) If an individual is outside the United States when he dies and no 
benefit may, by reason of paragraph (1), be paid to him for the month 
preceding the month in which he dies, no lump-sum death payment 
may be made on the basis of such individual's wages and self-employ­
ment income. 

(7) Subsections (b), (c), and (d) of section 203 shall not aypply with 
respect to any individual for any month for which no monthly benefit 
may be paid to him by reason of paragraph (1) of this subsection. 

(8) The Attorney General shall certify to the Secretary such in­
formation regarding aliens who depart from the United States to any
foreign -country (other than a foreign country which is territorially
contiguous to the continental United States) as may be necessary to 
enable the Secretary to carry out the purposes of this subsection and 
shall otherwise aid, assist, and cooperate with the Secretary in obtaining 
such other information as may be necessary to enable the Secretary 
to carry out the purposes of this subsection. 

(9) No payments shall be made under part A of title XVIII with 
re=etto items or services furnished to an individual in any month for 

wchthe prohibitionin paragraph (1) against payment of benefits to 
him is applicable (or would be if he were entitled to any such benefits). 

Conviction of Subversive Activities, etc. 
(u) (1) If any individual is convicted of any offense (committed after 

the date of the enactment of this subsection) under­
(A) chapter 37 (relating to espionage and censorship), chapter 

105 (relating to sabotage), or chapter 115 (relating to treason, 
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sedition, and subversive activities) of title 18 of the United States 
Code, or 

(B) section 4, 112, or 113 of the Internal Security Act of 1950, 
as amended, 

then the court may, in addition to all other penalties provided by law, 
impose a penalty that in determining whether any monthly insurance 
benefit under this section or section 223 is payable to such individual 
for the month in which he is convicted or for any month thereafter,
randl in determining the amount of any such benefit payable to such 
individual for any such month, and in determining whether such in­
dividual is entitled to insurance benejfits under partA of title XVIIIfor 
any such month, there shall not be taken into account­

(C) any wages paid to such individual 'or to any other individ­
ual in the calendar quarter in which such conviction occurs or in 
any prior calendar quarter, and 

(D) any net earnings from self-employment derived by such 
individual or by any other individual during a taxable year in 
which such conviction occurs or during anyperiort taxable year.

(2) As soon-as practicable after an additiona pnalty has, pursuant 
to paragraph (1),. been- imposed with respect to any individual, the 
Attorney General shall notify the Secretary of such imposition.

(3) If any individual with respect to whom an additional penalty
has been imposed pursuant to paragraph (1) is granted a pardon of the 
offense by the President of the United States, such additional penalty
shall not apply for any month beginning after the date on which such 
pardon is granted. 

Waiver of Benefits 

(v). Notwithstanding any -other provisions of this title, in the ease of 
any individual who files a waiver pursuant to section 14092(h) of the 
InternalRevenue Code of 1954 and is granteda tax exemption thereunder, 
no,benefits or other payments shall be payable under this title to him, no 
payments shall be made on his behalf under part A of title XVJJJ, and 
no benefits or other payments under this title shall be payable on the basis 

of hs wges nd elf-mplymet inometo ay oherperson, after the 
filng f schwaier;excpttha,i terefte suh ndiidul' tax exemp­
tio uner uchsecion1402() tobe schwaiver shallcase ffetiv, 

cease.to ?e applialeithcaeOfbeeisandother payments; under this 
title and partA of title XVJ oteexten based on his self-employment 
income for and after the first taxable-yearfor which such tax exemption 
ceases. to be effective and on his wages for -and after the calendar year
(if any) which begins in or with the beginning of such taxable year. 

Reduction of Insurance Benefits
 

Maximum Benefits
 

Sec. 203. (a)-Whenever the total of monthly benefits to which indi­
viduals are entitled under sections 202 and 223 for a month on the 
basis of the wages and self-employment income of an insured indi­
vidual. is greater than the amount appearing in column V of the table 
in section 215(a) on the line on which appears in column IV such 
insured individual's primary insurance amount, such total of benefits 
shall be reduced to such amounts; except' that­

(1) when any of such individuals so entitled would (but for the 
provisions of-section 202(k) (2) (A)) be entitled to child's insurance 
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benefits on the basis of the wages and self-emplo~yment income of 
one or more other insured individuals, such total of benefits shall 
not be reduced to less than the smaller of: (A) the sum of the 
maximum amounts of benefits payable on the basis of the wages
and self-employment income of all such insured individuals, or 
(B) the last figure in column V of the table appearing in section 
215(a), or 

[(2) when any of such individuals was entitled (without the 
application of section 202(j) (1) and section 223(b)) to monthly
benefits under section 202 or section 223 for December 1958, and 
the primary insurance amount of the insured individual on the 
basis of whose wages and self-employment income such monthly
benefits are payable is determined under the provisions of section 
215(a)(2), then such total benefits shall not be reduced to less 
than the larger of­

[(A). the amount determined under this subsection without 
regard to this paragraph, or 

[(B) the amount determined under this subsection as in 
effect prior to the enactment of the Social Security, Amend­
ments of 1958 or the amount determined under section 102(h)
of the Social Security Amendments of 1954, as the case 
may be, plus the excess of­

[(i) the primary insurance amount of such insured 
individual in column IV, of the table appearing in sec­
tion 215(a), over 

[(ii) his primary insurance amount determined under 
section 215(c), or 

[(3) when any of such individuals is entitled (without theaD 
plication of section 202(j) (1) and section 223(b)) to monthly
benefits based on the wages and self-employment income of an 
insured individual with respect to whom a period of disability
(as defined in section 216(i)) began prior to January 1959 and 
continued until­

[(A) he became entitled to benefits under section 202 or 
223, or 

[(B) he died, whichever first occurred, 
and the primary insurance amount of such insured individual is 
determined under the provisions of section 215(a) (1) or (3), then 
such total of benefits shall not be reduced to less than $99.10 if 
such primary insurance amount is $66, to less than $102.40 if 
such primary insurance amount is $67, to less than $106.50 if 
such primary insurance amount is $68, or, if such primary insur­
ance amount is higher than $68, to less than the smaller of­

[(C) the amount determined under this subsection with­
out regard to this paragraph, or $206.60, whichever is larger, 
or 

[(D) the amount in column V of such table on the same 
line on which, in column IV, appears his primary insurance 
amount, plus the excess of­

[(i) such primary insurance amount, over 
[(ii) the smaller amount in column II of the table 

on the line on which appears such primary insurance 
hamount.]

(2) wen two or more person~s were entitled (without the applica­
.ti&on of section 202(j) (1) and section 223(b)) to monthly benefits under 



SOCIAL SECURITY AMENDMENTS OF 1965 333 

section 202 or 223 for any month which begins after December 19641 
and before the enactment of the Social Security Amendments of 1965, 
on the basis of the wages and self-employment income of such insured 
individual,such total of benefitsfor any month occurringafter Decem­
ber 1964 shall not be reduced to less than the larger of­

(A) the amount determined under this subsection without 
regard to this paragraph, or 

(B) (i) with respect to the month in which such Amendments 
are enacted or any prior month, an amount equal to the sum of 
the amounts derived by multiplying the benefit amount deter­
mined under this title (including this subsection, but without 
the applicationof section 222(b), section 202 (q), and subsections 
(b), (c), and (d) of this section), as in eff'ect prior to the enact­
ment of such Amendments, for each such person (other than a 
person who would not be entitled to such benefits for such month 
without the applicationof the amendments made by section 306 
of the Social Security Amendments of 1965), for such month, by
107 percent and raising each such increasedamount, if it is not 
a multiple of $0.10, to the next higher multiple of $0.10, and 

(ii) with respect to any month after the month in which such 
Amendments are enacted, an amount egual to the sum of the 
amounts derived by multiplying the benefit amount determined 
under this title (including this subsection, but without the 
application of section 222(b), section 202(q), and subsections 
(b), (c), and (d) of this section), as in effect priorto the enactment 
of such Amendments, for each such person (other than a person
who would not be entitled to such benefits for such month without 
the application of the amendments made by section 306 of the 
Social Security Amendments of 1965),for the month of enact­
ment, by 107 percent and raising each such increased amount, 
i~f it is not a multiple of $0.10, to the next highermultiple of $0.10;

but in any such case (I) paragraph(1) of this subsection shall not 
be applied to such total of benefits after the applicationof subpara­
graph (B) of this paragraph,and (II) if section 202(k) (2) (A) was 
applicable in the case of any of such benefits for any such month 
beginning before the enactment of the Socia'l Security Amendments 
of 1965, and ceases to apply after such month, the provisions-of 
subparagraph(B) shall be applied,for and after the month in which 
such section 202(k) (2) (A) ceases to apply, as though paragraph(1)
had not been applicable to such total of benefits for such month 
beginningprior to such enactment C.], or 

(3) when any of such individuals is entitled to monthly benefits 
as a divorced wife under section 202(b) or as a surviving divorced 
wife under section 202(e) for any month, the benefit to which she 
is entitled on the basis of the wages and self-employment income 
of such insured individual for such month shall be determined
without regard to this subsection, and the benefits of lte indi 
viduals who are entitled for such month to monthly benefits under 
section 202 on the wages and self-employment income of such insured 
individualshall be determined asif -nosuch divorced wife or surviving
divorced unife were entitled to benefits for such month. 

In any case in which benefits are reduced pursuant to the preceding
provisions of this subsection, such reduction shall be made after any
deductions under this section and after any deductions under section 
222(b). Whenever a reduction is made under this subsection, each 
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benefit, except the old-age or disability insurance benefit, shall be 
proportionately decreased. 

Deductions on Account of Work 

(b) Deductions, in amounts and at such time or times as the 
Secretary shall determine, shall be made from any payment or pay-. 
ments under this title to which an individual is entitled, and from 
any payment or payments to which any other persons are entitled on 
the basis of such individual's wages and self-employment income, 
until the total of such deductions equals­

(1) such individual's benefit or benefits under section 202 
for any month, and 

(2) if such individual was entitled to old-age insurance benefits 
under section 202 (a) for such month, the benefit or benefits of all 
other persons for such month under section 202 based on such 
individual's wages and self-employment income, 

if for such month he is charged with excess earnings, under the provi­
sions of subsection (f) of this section, equal to the total of benefits 
referred to in clauses (1) and (2)'. If the excess earnings so charged 
are less than such total of benefits, such deductions with respect to 
such month shall be equal only to the amount of such excess earnings.
if a child who has attained the age of 18 and is entitled to child's 
insurance benefits, or a person who is entitled to mother's insurance 
benefits, is married to an individual entitled to old-age insurance 
benefits under section 202(a), such child or such person, as the case 
may be, shall, for the purposes of this subsection and subsection (f),
be deemed to be entitled to such benefits on the basis of the wages and 
self-employment income of such individual entitled to old-age insurance 
benefits. If a deduction has already been made under this subsection 
with respect to a person's benefit or benefits under section 202 for a 
month, he shall be deemed entitled to payments under such section 
for such month for purposes of further deductions under this subsec­
tion, and for purposes of charging of each person's excess earnings 
under subsection (f), only to the extent of the total of his benefits 
remaining after such earlier deductions have been made. For pur­
poses of this subsection and subsection (f)­

(A) an individual shall be deemed to be entitled to payments
under section 202 equal to the amount of the benefit or benefits to 
which he is entitled under such section after the application of 
subsection (a) of this section, but without the application of the 
penultimate sentence thereof; and 

(B) if a deduction is made with -respect to an individual's 
benefit or benefits under section 202 because of the occurrence in 
any month of an event specified in subsection (c) or (d) of this 
section or in section 222(b), such individual shall not be considered 
to be entitled to any benefits under such section 202 for such 
month. 

Deductions on Account of Noncovered Work Outside the United States or 
Failure To Have Child in Care 

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

(1) in which such individual is under the age of seventy-two
and on seven or more different calendar days of which he engaged
in noncovered remunerative activity outside the United States; or 

(2) in which such individual, if a wife under age sixty-five
entitled to a wife's insurance benefit, did not have in her care 
(individually or jointly with her husband) a child of her husband 
entitled to a child's insurance benefit and such wife's insurance 
benefit for such month was not reduced under the provisions of 
section 202(q); or 

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

(4) in which such individual, if a [former wife divorced]
surviving divorced mother entitled to a mother's insurance benefit,
did not have in her care a child of her deceased former husband 
who (A) is her son, daughter, or legally adopted child and (B3) is 
entitled to a child's insurance benefit on the basis of the wages
and self-employment income of her deceased former husband. 

For purposes of paragraphs (2), (3), and (4) of this subsection, a child 
shaltnot be considered to be entitled to a child's insurance benefit 
[for any month in which] for any month in which paragraph(1) of sec­
tion 2O02(s) applies or an event specified in section 222(b) occurs with 
respect to such child. [No] Subject to paragraph (3) of such sec­
tion 20~2(8), no deduction shall be made under this subsection from any
child's insurance benefit for the month in which the child entitled to 
such benefit attained the age of eighteen or any subsequent month. 

Deductions From Dependents' Benefits on Account of Noncovered Work out­
side the United States by Old-Age Insurance Beneficiary 

(d) (1) Deductions shall be made from any wife's, husband's, or 
child's insurance benefit, based on the wages and self-employment
income of an individual entitled to old-age insurance benefits, to which 
a [wife,] wie, divorced wife, husband, or child is entitled, until the 
total of such deductions equals such wife's, husband's, or child's 
insurance benefit or benefits under section 202 for any month in which 
such individual is under the age of seventy-two and on seven or more 
different calendar days of which he engaged in noncovered remunera­
tive activity outside the United States. 

(2) Deductions shall be made from any child's insurance benefit to 
which a child who has attained the age of eighteen is entitled, or from 
any mother's insurance benefit to which a person is entitled, until that 
total of such deductions equals such child's insurance benefit or 
benefits or mother's insurance benefit or benefits under section'202 for 
any month in whichi such child or person entitled to mother's insurance 
benefits is married to an individual who is entitled to old-age insurance 
benefits and on seven or more different calendar days of which such 
individual engaged in noncovered remunerative activity outside the 
United States. 

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

and section 222(b) occurs in any one month which 'would occasion 
49-643 0-65--pt. 2-4 
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deductions equal to a benefit for such month, only an amount equal to 
such benefit shall be deducted. 

Months to Which. Earnings Are Charged 
(f) For purposes of subsection (b)­

(1) The amount of an individual's excess earnings (as defined in 
pearagraph (3)) shall be charged to months as follows: There shall 

cagedbh to the first month of such taxable year an amount of 
his excess earnings equal to the sum of the payments to which he 
and all other persons are entitled for such month under section 202 
on the basis of his wages and self-employment income (or the total 
of his excess earnings if such excess earnings are less than such 
sum), and the balance, if any, of such excess earnings shall be 
charged to each succeeding month in such year to the extent, in 
the case of each such month, of the sum of the payments to which 
such individual and all other persons are entitled for such month 
under section 202 on the basis of his wages and self-employment
income, until the total of such. excess has been so charged. Where 
an individual is entitled totbenefits under section 202(a) and other 
persons are entitled to benefits under section 202 (b), (c), or (d) 
on the basis of the wages. and self-employment income of such 
individual, the excess earnings of such individual for any taxable 
year shall be charged in accordance with the provisions of this 
subsection before the excess earnings of such persons for a taxable 
year'are charged to -months in such individual's taxable year.
Notwithstanding the preceding provisions of this paragraph, 
but, subject to section, 202(a) no part of the excess earnings of an 
individual shall be charged to any month (A) for which such 
individual- was not entitled to a benefit under this title, (B) in 
which such individual was age seventy-two or over, (C) in which 
such individual, if a -child entitled to child's insurance benefits, 
has attained the age of 18, or (D) in which such individual did 
not engage in self-employment and did not render services for 
wages (determined as provided in paragraph (5) of this subsec­
tion) of more than [$100] $150. 

(2) 	 As used in paragraph (1), the term "first month of such 
taxbleyea"manstheeariet month in such year to which the 

chagin arnngsdescribed is notofexcss in such paragraph
proibiedy te apliaton of clauses (A), (B), (C), and (D) 

(3) For purposes of paragraph (1) and subsection (h), an indi­
vidual's excess earnings for a taxable year shall be his earnings for 
such year in excess of the product of [$100] $150 multiplied 
by the number of months in such year, except that of the first 
[$500] $1,200 of such excess (or all of such excess if it is less 
than [$500] $1,200), an amount equal to one-half thereof shall 
not be included. The excess earnings as derived under the 
precedinge sentence, if not a multiple of $1, shall be reduced to 
the next lower multiple of $1. 

(4) For purposes of clause (D) of paragraph (1)­
(A) An individual will be presumed, with respect to any 

month, to have been engaged in self-employment in such 
month until it is shown to the satisfaction of the Secretary 
that such individual rendered no substantial services mn such 
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month with respect to any trade or business the net income 
or -loss of which is includible in computing (as provided in 
paragra h (5) of this subsection) his net earnings or net loss 

fr~ormaself-employment, for any taxable year. The Secretary
shall by regulations prescribe the methods and criteria for 
deternmining whether or not an individual has rendered 
substantial services with respect to any trade or business. 

(B) An individual will be presumed, with respect to any
month, to have rendered services for wages (determined as 
provided in paragraph (5) of this subsection) of more than 
[$100] $150 until it is shown to the satisfaction of the 
Secretary that such individual did not render such services 
in such month for more than such amount. 

(5) (A) An individual's earnings for a taxable year shall be (i)
the sum of his wages for services rendered in such year and his 
net earnings from self-employment for such year, minus (ii) any 
net loss from self-employment for such year. 

[(B) In determining an individual's net earnings from self-
employment and his net loss from self-employment for purposes
of subparagraph (A) of this paragraph and paragraph (4), the 
provisions of section 211, other than paragraphs (1), (4), and (5)
of subsection (c), shall be applicable; and any excess of income 
over deductions resulting from such a computation shall be his 
net earnings from self-employment and any excess of deductions 
over income so resulting shall be his net loss from self-employ­
ment.]

(B) Forpurposes of this section­
(i) an individual's net earnings 'from self-employment for 

any taxable year shall be determined as provided in section p211,
except that paragraphs (1), (4), and (5) of section 921 1(c) shall 
not apply and the gross income shall be computed by excluding
the amounts provided by subparagraph(D), and 

(ii) an individual's net loss from self-employment for any
taxable year is the excess of the deductions (plus his distributive 
share of loss described in section 7092(a) (9) of the Internal 
Revenue Code of 1954) taken into account under clause (i) over 
the gross income (plus his distributive share of income so 
described) taken into account under clause (i).

(C) For purposes of this subsection, an individual's wages shall 
be computed without regard to the limitations as to amounts of 
remuneration specified in subsections (a)~, (g)(2), (g)(3), (h)(2),
and (j) of section 209; and in making such computation services 
which do not constitute employment as defined in section 210, 
performed within the United States by the individual as an em­
ployee or performed outside the United States in the active mili­
tary or naval service of the United States, shall be deemed to be 
employment as so defined if the remuneration for such services is 
not includible in computing his net earnings or net loss from 
self-employment.

(D) In the case of an individual­
(i) who has attained the age of 65 on or before the last day of 

taxable year, and 
(ii) who shows to the satisfaction of the Secretary that he is 

receiving royalties attributableto a copyright or patent obtained 
before the taxable year in which he attained the age of 65 and 
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that the property to which the copyright or patent relates was 
created by his own personal efforts, there shall be excluded from 
gross income any such royalties. 

(6) For purposes of this subsection, wages (determined as pro­
vided in paragraph (5)(C)) which, according. to reports received 
by the Secretary, are paid to an individual during a taxable year 
shall be presumed to have been paid to him for services performed
in such year until it is shown to the satisfaction of the Secretary 
that they were paid for services performed in another taxable 
year. If such reports with respect to an individual show his 
wages for a calendar year, such individual's taxable year shall 
be presumed to be a calendar year for purposes of this subsection 
until it is shown to the satisfaction of the Secretary that his tax­
able year is not a calendar year. 

(7) Where an individual's excess earnings are charged to a 
month and the excess earnings so charged are less than the total 
of the payments (without regard to such charting) to which all 

are entitled under section 202 for such month on the 
Easis of his wages and self-employment income, the difference 

between such total and the excess so charged to such month shall 
be paid (if it is otherwise payable under this title) to such indi­
vidual and other persons in the proportion that the benefit to 
which each of them is entitled (without regard to such charging,
without the application of section 202(k) (3), and prior to the 
application of section 203(a)) bears to the total of the benefits to 
which all of them are entitled. 

gersons 

Penalty for Failure To Report Certain Events 

(g) Any individual in receipt of benefits subject to deduction under 
subsection (c) (or who is in -receipt of such benefits on behalf of an­
other individual), because of the occurrence of an event specified 
therein, who fails to report such- occurrence to the Secretaryeprior to 
the receipt and acceptance of an insurance benefit for th second 
month foillowing the month in which such event occurred, shall suffer 
an additional. deduction equal to that imposed under subsection (c), 
except that the first additional deduction imposed by this subsection 
in the case of any individual shall not exceed an amount equal to one 
month's benefit even though the failure to report is with respect to 
more than one month. 

Report of Earningai to Secretary 

(h) (1)(A) If an individual is entitled to any monthly insurance 
beneifit under section 202 during any taxable year in which he has 
earnings or wages, as computed pursuant to paragraph (5) of sub­
section (f), in excess of the product of [$100] $150 times the number 
of months in such year, such individual (or the- individual who is in 
receipt of such benefit on his behalf) shall make a report to the Secre­
tary of his-earnings (or wages) for such taxable year. Such report shall 
be made on- or before the fifteenth day of the fourth month following
the close of such year, and. shall contain such information and be 
made in such manner as the -Secretary may by regulations prescribe. 
Such report need not be made for any taxable year (i) -beginning with 
or after the month in which such individual attained the age of 72, or 
ODiif benefit payments for all months (in such taxable year) in which 
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such individual is under age 72 have been suspended under the pro­
visions of the first sentence of paragraph (3) of this subsection. 

(B) If the benefit payments of an individual have been suspended 
for all months in any taxable year under the provisions of the first 
sentence of paragraph (3) of this subsection, no benefit payment shall 
be made to such individual for any such month in such taxable year 
after the expiration of the period of three years, three months, and 
fifteen days following the close of such taxable year unless within such 
period the individual, or some other person entitled to benefits under 
this title on the basis of the same wages and self-employment income, 
files with the Secretary information showing that a benefit for such 
month is payable to such individual. 

(2) If an individual fails to make a report required under paragraph 
(1), within the time prescribed therein, for any taxable year and any 
deduction is imposed under subsection (b) by reason of his earnings 
for such year, he shall suffer additional deductions as follows: 

(A) if such failure is the first one with respect to which an addi­
tional deduction is imposed under this paragraph, such additional 
deduction shall be equal to his benefit or benefits for the last 
month of such year for which he was entitled to a benefit under 
section 202; 

(B) if such failure is the second one for which an additional 
deduction is imposed under this paragraph, such additional 
deduction shall be equal to two times his benefit or benefits for 
the last month of such year for which he was entitled to a benefit 
under section 202; 

(C) if such failure is the third or a subsequent one for which 
an additional deduction is imposed under this paragraph, such 
additional deduction shall be equal to three times his benefit or 
benefits for the last month of such year for which he was entitled 
to a benefit under section 202; 

except that the number of the additional deductions required by this 
paragraph with respect to a failure to report earnings for a taxable 
year shall not exceed the number of months in such year for which 
such individual received and accepted insurance benefits under section 
202 and for which deductions are imposed under subsection (b) by 
reason of his earnings. In determining whether a failure to report 
earnings is the first or a subsequent failure for any individual, all 
taxable years ending prior to the imposition of the first additional 
deduction under this paragraph, other than the latest one of such years, 
shall be disregarded. 

(3) If the Secretary determines, on the basis of information obtained 
by or submitted to him, that it may reasonably be expected that an 
individual entitled to benefits under section 202 for any taxable year 
will suffer deductions imposed under subsection (b) by reason of his 
earnings for such year, the Secretary may, before the close of such 
taxable year, suspend the total or less than the total payment for each 
month in such year (or for only such months as the Secretary may 
specify) of the benefits payable on the basis of such individual's wages 
and self-employment income~; and such suspension shall remain in 
effect with respect to the benefits for any month until the Secretary 
has determined whether or not any deduction is imposed for such 
month under subsection (b). The Secretary is authorized, before the 
close of the taxable year of an individual entitled to benefits during 
such year, to request of such individual that he make, at such time 
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or times as the Secretary may specify, a declaration of his estimated 
earnings for the taxable year and that he furnish to the Secretary such 
other information with respect to such earnings as the Secretary may
specify. A failure by such individual to comply with any such 
reqest shall in itself constitute justification for a determination under 
ths paragraph that it may reasonably be expected that the indi­
vidual willsuffer deductions imposed under subsection (b) by reason 
of his earnings for such year. If, after the close of a taxable year
of an individual entitled to benefits under section 202 for such year,
the Secretary requests such individual to furnish a report of his 
earig (as computed pursuant to paragraph (5) of subsection (f))
forsc taxable year. or any other information with respect to such 
earnings which the Secretary may specify,.and the individual fails 
to comply with such request, such failure shall in itself constitute 

jutification for a determination that such individual's benefits are 
subject to deductions under subsection (b) for each month in such 
taxable year (or only for such months thereof as the Secretary may
specify) by reason of his earnings for such year. 

Circumstances Under Which Deductions and Reductions Not Required 

(i) In the case of any individual, deductions by reason of. the pro­
visions of subsection (b), (c), (g), or (h) of this section, or the provisions
of section 222(b), shall, notwithstanding such provisions, be made 
from the benefits to which such individual is entitled only to the extent 
that such deductions reduce the total amount which would other­
wise be paid, on the basis of the same wages and self-employment
income, to such individual and the other individuals living in the 
same household. 

Attainment of Age Seventy-two 

(j) For the purposes of this section, an individual shall be considered 
as seventy-two years of age during the entire month in which he attains 
such age. 

Noncovered Remunerative Activity Outside the United States 

(k) An individual shall be considered to be engaged in noncovered 
remunerative activity outside the United States if he performs services 
outside the United States as an .employee and such services do not 
constitute employment as defined in section 210 and are not performed
in the active military or naval service of the United States, or if he 
carries on a trade or business outside the United States (other than 
the performance of service as an employee) the net income or loss of 
which (1) is not includible in computing his net earnings from self-
employment for a taxable year and (2) would, not be excluded from 
net earnings from self-employment, if carried on in the United States, 
by any of the numbered paragraphs of section 211(a). When used 
in the preceding sentence with respect to a trade or business (other
than the performance of service as an employee), the term "United 
States" does not include the Commonwealth of Puerto Rico, the 
Virgin Islands,' Guam, or American Samoa in the case of an alien who 
is not a resident of the United States (including the Commonwealth 
of Puerto Rico, the Virgin Islands, Guam, and American Samoa) and 
the term "trade or business" shall have the same meaning as when 
used in Section 162 of the Internal Revenue Code of 1954. 



341 SOCIAL SECURITY AMENDMENTS OF 1965 

Good Cause for Failure To Make Reports Required 

(1) The failure of an individual to make any report required by
subsection (g) or (h) (1) (A) within the time prescribed therein shall 
not be regarded as such a failure if it is shown to the satisfaction of the 
Secretary that he had good cause for failing to make such report within 
such time. The determination of what constitutes good cause for 
purposes of this subsection shall be made in accordance with regu­

1ations of the Secretary. 

Overpayments and Underpayments 

[Sec. 204. (a) Whenever an error has been made with respect to pay­
ments to an individual under this title (including payments made 
prior to January 1, 1940), proper adjustments shall be made, under 
regulations prescribed by the Secretary, by increasing or decreasing
subsequent payments to which such individual is entitled. If such 
individual dies beforescadut nthsbn completed, adjust­
ment shall be made byicesn rdcesn usqent benefits 
payable with respect totewgsadsl-mlyetincome which 
were the basis of beneft fsc eesdidvda. 

Sec. 204. (a) Whenever the Secretaryfinds that more or less than the 
correct amount of payment has been made to any person under this title, 
proper adjustment or recovery shall be made, under regulationsprescribed
by the Secretary, as follows: 

(1) With respectto payment to a person of more than the correct amount 
the Secretary shall decrease any payment under this title to which such 
overpaid person is entitled, or shall require such overpaid person or his 
estate to refund the amount in excess of the correct amount, or shall 
decrease any payment under this title payable to his estate or to any other 
person on the basis of the wages and self-employment income which 
were the basis of the payments to such overpaid person, or shall apply 
any combination of the foregoing.

(2) With respect to payment to a person of less than the correct amount,
the Secretary shall make payment of the balance of the amount due such 
underpaidperson, or, if such person dies before payments are completed 
or before negotiating onie or more checks representing correct payments,
disposition of the amount due shall be made under regulationsprescribed
by the Secretary in such order of priority as he determines will best 
carry out the purposes of this title. 

[Eb There shall be no adjustment or recovery by the United 
States in any case where incorrect payment has been made to an 
individual who is without fault (including payments made prior to 
January 1, 1940), and where adjustment or recovery would defeat 
the purpose of this title or wou'Lid be against equity and good con­
science.] 

(b) In any case in which more than the correct amount of payment has 
been made, there shall be no adjustment of payments to, or. recovery by
the United Statesfrom, any personwho is without fault if such adjustment 
or recovery would de~feat the purpose of this title or 'would be against
equity and good conscience. 

(c) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any person where the adjustment 
or recovery of such amount is waived under subsection (b), or where 
adjustment under subsection (a) is not completed prior to the death 
of all persons against whose benefits deductions are authorized. 
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Evidence, Procedure, and Certification for Payment 

Sec. 205. (a) The Secretary shall have full power and authority to 
make rules and regulations and to establish procedures, not incon­
sistent with the provisions of this title, which are necessary or appro­
priate to carry out such provisions, and shall adopt reasonable and 
proper rules and regulations to regulate and prov ide for the nature 
and extent of the proofs and evidence and the method of taking and fur­
nishing the same in order to establish the right to benefits hereunder. 

(b)Th~e Secretary is directed to make findings of fact, and decisions 
as to the rights of any individual applying for a payment under this 
title. Upon request by any such mndividual or upon request by a 
[wife, widow, former wife divorced] wifie, divorced wife, widow, sur­
viving divorced wife, surviving divorced mother, husband, widower, child, 
or parent who makes a showing in writing that his or her rights may be 
prejudiced by any decision the Secretaxy has rendered, he shall give 
such applicant and such other individual reasonable notice and oppor­
tunity for a hearing with respect. to such decision, and, if a hearing is 
held, shall, on the basis of evidence adduced at the hearing, affirm, 
modify, or reverse his findings of fact and such decision. Any such 
request with respect to such a decision must be ifiled within such period 
after such decision as may be prescribed in regulations of the Secretary, 
except that the period so prescribed may not be less than six months 
after notice of such decision is mailed to the individual making such 
requlest. The Secretary is further authorized, on his own motion, to 
hold such hearings and to conduct such investigations and other pro­
ceedings as he may deem necessary or proper for the administration of 
this title. In the course of any hearing, investigation, or other 
proceeding, he may administer oaths and affirmations, examine wit­
nesses, and receive evidence. Evidence may be received at any hear­
ing before the Secretary even though inadmissible under rules of 
evidence applicable to court procedure. 

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

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

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

(C) The term "survivor" means an individual's spouse (former
wife divorcedJ surviving divorced 'wile, surviving divorced mother, 
child, or parent, who survives such individual. 

(2) On the basis of information obtained by or submitted to the Sec­
retary, and after such verification thereof as he deems necessary, the 
Secretary shall establish and maintain records of the amounts of 
wages paid to, and the amounts of self-employment income derived 
by, each individual and of the periods in which such wages were paid 
and such income was derived and, upon request, shall inform any 
individual or his survivor, or the legal representative of such indi­
vidual or his estate, of the amounts of wages and self-employment
income of such individual and the periods during which such wages 
were paid and such income was derived, as shown by such records at 
the time of such request.

(3) The Secretary's records shall be evidence for the purpose of 
proceedings before the Secretary or any court of the amounts of wages 
paid to, and self -employrnent income derived by, an individual and of 
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the periods in which such wages were paid and such income was de­
rived The absence of an entry in such records as to wages alleged 
to have been paid to, or as to self-employment income alleged to 
have been derived by anindividual in any period shall be evidence 
that no such allege wae eepi o rta osc leged
income was derivebysuhidvdaduigucpro. 

(4) Prior to the xiaino h ielmtto olwn any 
year the Secretar mai tis brough ohsatninta n 
entry of wages or sl-moyent icome in his records forsu 
year is erroneous otht any item of wages -or self-employment
income for such yea ha been omitted from such records, correct 
such entry or include such omitted* item in his records, as the case 
may be. After the expiration of the time limitation following any 

ya-(A) the Secretary's records (with changes, if any, made pur­
suant to paragraph (5)) of the amounts of wages paid to, and 
self-employment income derived by, an individual during any pe­
riod in such year shall be conclusive for the purposes of this title;I 

(B) the absence of an entry in the Secretary's records as to 
the wages alleged to have been paid..by an employer to an indi­
vidual during any period in such year shal be presumptive 
evidence for the purposes of this title that no such alleged wages 
were paid to such individual in such period; and 

(C) the absence of an entry in the Secretary's records as to the 
self-employment income alleged to have been derived by an indi­
vidual in such year shall be conclusive for the purposes of this 
title that no such alleged self-employment income was derived by
such individual in such year unless it is shown that he ifiled a 
tax return of this self-employment income for such year before 
the expiration of the time limitation following such year, in 
which case the Secretary shall include in his records the self-
employment income of such individual for such year.

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

(A) if an application for monthly benefits or for a lump-sum 
death payment was filed within the time limitation following such 

year exeptthatno uchchange, deletion, or inclusion may be 
madepursantto tis ubpaagrph after a final decision upon 
theappicaionfo mothl beefts or lump-sum death payment;
(B) f wthinthetimelimtation following- such year an indi­

viua or his survivor makes a request for a change or deletion, or 
for an inclusion of an omitted item, and alleges in writing that the 
Secretary's records of the wages paid to, or the sell-employment
income derived by, such individual in such year are in one or 
more respects erroneous; except that no such change, deletion, or 
inclusion may be made pursuant to this subparagraph after a final 
decisio uosch request. Written notice pf the Secretary's 
decision on any such request shall be given to the individual who 
made the request; 

(C) to correct errors apparent on the face of such records; 



344 SOCIAL SECURITY AMENDMENTS OF 1965 

(D) to transfer items to records of the Railroad Retirement 
Board if such items, were credited under this title when they should 
have been credited under the Railroad Retirement Act, or to enter 
items transferred by the Railroad Retirement Board which have 
been credited under the Railroad Retirement Act when they 
should'have been credited under this title; 

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

(F) to conform his records to­
(i) tax returns or portions thereof (including information 

returns and other written statements) filed with the Com­
missioner of Internal Revenue under title VIII of the Social 
Security Act, under subchapter E of chapter 1 or subchapter 
A of chapter 9 of the Internal Revenue Code of 1939, under 
chapter 2 or 21 of the Internal Revenue Code of 1954, or 
under regulations made under authority of such title, sub-
charter, or chapter;

(ii) wage reports filed by a State pursuant to an agreement 
under section 218 or regulations of the Secretary, thereunder; 
or 

(iii) assessments of amounts due under an agreement 
pursuant to section 218, if such assessments are made within 
the period specifed 'in subsection (q) of such section, or 
allowances of credits or refunds of overpayments by a State 
under an agreement pursuant to such section; 

except that no amount of self-employment income of an individual 
for any taxable year (if such return or statement was filed after 
the expiration of the time limitation following the taxable year) 
shall be included in'the Secretary's records pursuant to this sub­
paragraph;

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

.(H) to include wages paid during any period in such year to an 
individual by an employer if there is an absence of an entry in the 
Secretary's records of wages having been paid by such employer 
to such individual in such period; 

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

(J) to include self-employment income for any taxable year, 
up to, but not in excess of, the amount of wages deleted by the 
Secretary as payments erroneously included in such records as 
wages paid to such individual, if such income (or net earnings 
from self-employment), not already included in such records as 
self-employment income, is included in a return or statement 
(referred to in subparagraph (F)).filed- before the expiration of 
the stime limtation following the taxable year in which such 
deletion of wages is made. 

(6) Written notice of any deletion or reduction under paragraph (4) 
or (5) shall be given to the individual whose record is involved or to 
his survivor, except that (A) in the case of a deletion or reduction with 
respect to any entry of wages such notice shall be given to such individ­
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ual only if he has previously been notified by the Secretary of the 
amount of his wages for the period involved, and (B) such notice shall 
be given to such survivor only if he or the individual whose record is 
involved has previously been notified by the Secretary of the amount of 
such individual's wages and self-employment income for the period 
involved. 

(7) Upon request in writing (within such period, after any change or 
refusal of a request for a change of his records pursuant to this sub­
section, as the Secretary may prescribe), opportunity for hearing with 
respect to such change or refusal shall be affoded to any individual or 
his survivor. If a hearing is held pursuant to this paragrTaph the 
Secretary shall make findings of fact and a decision baseduuon the 
evidence adduced at such hearing and shall include any omitted items, 
or change or delete any entry, in his records as may be required by
such findings and decision. 

(8) Decisions of the Secretary under this subsection shall be re­
viewable by commencing a civil action in the United States district 
court as provided in subsection (g).

(d) For the purpose of any hearing, investigation, or other proceed­
ing authorized or directed under this title, or relative to anyj other 
matter within his jurisdiction hereunder, the Secretary shal have 
power to issue subpenas requiring the attendance and testimony of 
witnesses and the production of any evidence that relates to any 
matter under investigation or in question before the Secretary. Such 
attendance of witnesses and production of evidence at the designated
place of such hearing, investigation, or other proceeding may be 
required from any place in the United States or in any Territory or 
possession thereof. Subpenas of the Secretary shall be served by 
anyone authorized by him (1) by delivering a copy thereof to the indi­
vidual named therein, or (2) by registered mail or by certified mail ad­
dressed to such individual at his last dwelling place or principal place of 
business. A verified return by the individual so serving the subpena 
setting forth the manner of service, or, in the case of service by regis-r
tered mail or by certified mail, the return post-office receipt therefor 
signed by the individual so served, shall be proof of service. Witnesses 
so subpenaed shall be paid the same fees and mileage as are paid
witnesses in the district courts of the United States. 

(e) In case of contumacy by, or refusal to obey a subpena duly
served upon, any person, any district court of the United States for the 
judicial district in which said person charged with contumacy or re­
fusal to obey is found or resides or transacts business, upon application
by the Secretary, shall have jurisdiction to issue an order requiring
such person to appear and give testimony, or to appear and produce
evidence, or both; any failure to obey such order of the court may be 
punished by said court as contempt thereof. 

(f) No person so subpenaed or ordered shall be excused from attend­
ing and testifying or from producing books, records, correspondence,
documents, or other evidence on the ground that the testimony or 
evidence required of him may tend to incriminate him or subject him 
to a penalty or forfeiture; but no person shall be prosecuted or sub­
jected to any penalty or forfeiture for, or on account of, any transac­
tion, matter, or thing con~cerning which he is compelled, after having
claimed his privilege against self-incrimination, to testify or produce
evidence, except that such person so testifying shall not be exempt 
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from prosecution and punishment for perjury committed in so 
testifying.

(g) Any individual, after any -final decision of the Secretary made 
after a hearing to which he was a party, irrespective of the amount in 
-controversy, may obtain a review of such decision by a civil action 
commenced within sixty days after -themailing to him of notice of such 
decision or within such further time as the Secretary may allow. Such 
action shall be brought in the district court of the United States 
for the judicial district in which the plaintiff resides, or has his princi­
pal place of business, or, if he does not reside or have his principal
place of business -within any such judicial district, in the District 
Court of the United States for the District of Columbia. As part of 
his answer the Secretary shall file a certified copy of the transcript
of the record including the. evidence upon which the findings and Y~e­
cision complIn'ed of are based. The court shall have power to enter, 

upn Phpeadings and transcript of the record, a judgment affirming,
modifying, or reversing the decision of the Secretary, with or without 
remanding the cause for a rehearing. The findings of the Secretary as 
to any fact, if supported by-substantial evidence, shall be conclusive, 
and where a claim has been denied by the Secretary or a decision is 
rendered under subsection (b) hereof which is adverse to an individual 
who was a party to the hearing before the Secretary, because of failure 
of the claimant or such individual to submit proof in conformity with 
any regulation prescribed under subsection (a) hereof, the court shall 
review only the question of conformity with such regulations and the 
validity of such regulations. The court shall, -on motion of the 
Secretary, made- before he ifiles his answer, remand.-the case to the 
Secretary for. further action by the Secretary, and may, at any time, 
on good cause shown, order -additional evidence to be taken before the 
Secretary, and the Secretary shall, -after the case is remanded, and after 
hearing such additional evidence if so ordered, modify or affirm his 
findings of fact or his decision, or both, arnd shall ifile with the court 
Any such additional and modified findings of fact and decision, and a 
transcript of the. additional record and testimony upon which his 
action in modifying or affirming was based. Such additional or modi­
fied findings of fact and decision shall be reviewable only to the extent 
provided for review of the original findings of, fact and decision. -The 
judgment. of the court shall- be 'final except that it shall be subject to 
review in the same manner as a-judgment in other civil actions. Any
action instituted in accordance with this -subsection shall survive 
-notwithstanding any change in the person occupying the office of 
Secretar or any vacancy in such office. 

(h) The findings and decision of the Secretary after a hearing shall 
be binding upon all individuals who were parties to such hearing. No 
findings of fact or decision of the Secretary shall be reviewed by anx 
person, tribunal, or~governmental agency except as herein provide
No action- against the United States, the Secretary, or any officer or 
employee thereof shall be -brought under Section .24 of the Judicial 
Code of the United States to recover on any claim arising under this 
title. 

(i) Upon final decision of the Secretary, or upon final judgment of 
any court of competent jurisdiction, that any person is entitled to any 
payment or payments under this title, the Secretary shall certify to 
the Managing Trustee the name and address of the person so entitled 
to receive such payment or payments, the amount of such payment or 
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payments, and the time at which such payment or payments should 
be made, and the Managing Trustee, through the Fiscal Service of the 
Treasury Department, and prior to any action thereon by the General 
Accounting Office, shall make payment in accordance with the certifi­
cation of the Secretary: Provided, That where a review of the Secre­
tary's decision is or may be sought under subsection (g) the Secretary 
may withhold certification of payment pending such review. The 
Managing Trustee shall not be held personally liable for any payment 
or payments made in accordance with a certification by the Secretary

(j) When it appears to the Secretary that the interest of an appli­
cant entitled to a payment would be served thereby, certification of 
payment may be made, regardless of the legal competency or incom­
petency of the individual entitled thereto, either for direct payment 
to such applicant, or for his use and benefit to a relative or some other 
person. 

(k) Any payment made after December 31, 1939, under conditions 
set forth in subsection (j), any payment made before January 1, 1940, 
to, or on behalf of, a legally incompetent individual, and any payment
made after December 31, 1939, to a legally incompetent individual 
without knowledge by the Secretary of incompetency prior to certifica­
tion of payment, if otherwise valid under this title, shall be a complete 
settlement and satisfaction of any claim, right, or interest in and to 
such payment.

(I) The Secretary is authorized to delegate to any member, officer, 
or employee of the Department of Health, Education, and Welfare 
designated by him any of the powers conferred upon him by this 
section, and is authorized to be represented by his own attorneys in 
any court in any case or proceeding arising under the provisions of 
subsection (e).

[(n) The Secretary may, in his discretion, certify to the Managing
Trustee any two or more individuals of the same family for joint pay­
ment of the total benefits payable to such individuals.] 

(n) The Secretary may, in his discretion, certify to the Managing
Trustee any two or more individuals of the same family for joint payment
of the total benefits payable to such individuals for any month, and if 
one of such individuals dies before a check representing such joint pay­
ment is negotiated, payment of the amount of such unnegotiated check to 
the surviving individual or individuals may be authorized in accordance 
with regulations of the Secretary of the Treasury; except that appropriate
adjustment or recovery shall be made under section ~204(a) with respect 
to so much of the amount of such check as exceeds the amount to which 
such surviving individual or individuals are entitled under this title for 
such month. 

Crediting of Compensation Under the Railroad Retirement Act 

(o) If there is no person who would be entitled, upon application
therefor, to an annuity under section 5 of the Railroad Retirement 
Act of 1937, or to a lump-sum payment under subsection(f)( 1) of such 
section, with respect to the death of an employee (as defined in such 
Act), then notwithstanding section 210(a)(9) of this Act, compensa­
tion (as defined in such Railroad Retirement Act, but excluding
compensation attributable as having been paid during any month on 
account of military service creditable under section 4 of such Act if 
wages are deemed to have been paid to such employee during such 
month under subsection (a) or (e) of section 217 of this Act) of such 
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employee shall constitute remuneration for employment for purposes
of determining (A) entitlement to and the amount of any lump-sum
death payment under this title on the basis of such employee's wages
and self-emplo ment income and (B) entitlement to and the amount of 
any monthly benefit under this title, for the month in which such 
employee died or for any month thereafter, on the basis of such wages
and self-employment income. For such purposes, compensation (as 
so defined) paid in a calendar year shall, in the absence of evidence 
to the contrary, be presumed to have been paid in equal proportions
with respect to all months in the year in which the employee rendered 
services for such compensation. 

Special Rules in Case of Federal Service 

(p) (1) With respect to service included as employment under 
section 210 which is performed in the employ of the United States 
or in the employ of any istrumientality which is wholly owned by
the United States, including service, performed as a member of a 
uniformed service, to which the provisions of subsection (l)( 1) of 
such section are applicable, and including service, performed as a 
volunteer or volunteer leader within the meaning of the Peace Corps
Act, to which the provisions of section 210(o) are applicable, the 
Secretary shall not make determinations as to whether an individual 
has performed such service, the periods of such service, the amounts 
of remuneration for such service which constitute wages under the 
provisions of section 209, or the periods in which or for which such 
wages were paid, but shall accept the determinations with respect
thereto of the head of the appropriate Federal agency or instrumen ­
tality and of such agents as such head may designate, as evidenced 
by returns filed in accordance with the provisions of section 3122 of 
the Internal Revenue Code of 1954 and certifications made pursuant 
to this subsection. Such determinations shall be final and conclusive. 

(2) The head of any such agency or instrumentality is authorized 
and directed, upon written request of the Secretary, to make certi­
fication to him with respect to any matter determinable for the Secre­
tary by such head or his agents under this subsection, which the 

Scetary finds necessary in administering this title. 
(3) The provisions of paragraphs (1) and (2) shall be applicable in 

the case of service performed by a civilian employee, not compensated
from funds appropriated by the Congress, in the Army and Air Force 
Exchange Service, Army and Air Force Motion Picture Service, Navy
Exchanges, Marine Corps Exchanges, or other activities, conducted 
by an instrumentality of the United States-subject to the jurisdiction
ofThe Secretary of Defense, at installations of the Department of 
Defense for the confort, pleasure, contentment, and mental and 
physical improvement of personnel of such Department; and for pur­
poses of paragraphs (1) and (2) the Secretary of Defense shall be 
deemed to be the head of such instrumentality. The provisions of 
paragraphs (1) and (2) shall be applicable also in the case of service 
performed by a civilian employee, not compensated from funds 
appropriated by the Congress, in the Coast Guard Exchanges or other 
activities, conducted by an instrumentality of the United States 
subject to the jurisdiction of the Secretary of the Treasury, at installa­
tions of the Coast Guard for the comfort, pleasure, contentment, and 
mental and physical improvement of personnel of the Coast Guard; 



SOCIAL SECURITY AMEN~DMENTS OF 1965 349 

and for purposes of paragraphs (1) and (2) the Secretary of the Treas­
ury shall be deemed to be the head of such instrumentality. 

[Representation of Claimants Before the Secretary] 

Sec. 206(a). The Secretary may prescribe rules and regulations
governing the recognition of agents or other persons, other than 
attorneys as hereinafter provided, representing claimants before the 
Secretary, and may require of such agents or other persons, 'before 
being recognized as representatives of claimants that they shall 
show that they are of good character and in good repute, possessed
of the necessary qualifications to enable them to render such claimant 
valuable service, and otherwise competent to advise and assist such 
claimants in the presentation of their cases. An attorney 'in god 
standing who is admitted to practice before the hi best court of the 
State, Territory, District, or insular possession Of his residence or 
before the Supreme Court of the United States or the inferior Federal 
courts, shall be entitled to represent claimants before the Secretary. 
The Secretary may, after due notice and opportunity for hearing,
suspend or prohibit from further practice before him any such person, 
agent, or attorney who refuses to comply with the Secretary's rules 
and regulations or who violates any provision of this secton for 
which a penalty is prescribed. The Secretary may, by rule and 
regulation, prescribe the maximum fees which may be charged for 
services performed in connection with any claim before the Secretary 
under this title, and any agreement in violation of such rules and 
regulations shall be void. Any person who shall, with intent to 
defraud, in any manner willfully and knowingly deceive, mislead, 
or threaten any claimant or prospective claimant or beneficiary under 
this title by word, circular, letter, or advertisement, or who shall 
knowingly charge or collect directly or indirectly any fee in excess 
of the maximum fee, or make any agreement directly or indirectly to 
charge or collect any fee in excess of the maximum Fee, prescribed by 
the Secretary shall be deemed guilty of a misdemeanor and, upon con­
viction thereof, shall for each offense be punished by a fine not ex­
ceeding $500 or by imprisonment not exceeding one year, or both. 

(b)(1) When ever a court renders a judgment favorable to a claimant 
who was represented before the court by an attorney, the court may deter­
mine and allow as part of its judgment a reasonablefee for such repre­
sentation, not in excess of 25 percent of the total of the past due benefits 
to which the claimant is entitled by reason of such judgment, andate 
Secretary may, notwithstanding the provisions of section (i), 20O5 
cerify the amount of suchfeefor payment to such attorney out of, and not 
in additionto, the amount of such past due benefits. In case of any such 
judgment, no otherfee may be payable or certifiedfor payment for such 
representation except as providd in this paragraph.

(2)Any attorney who charges, demands, receives, or collectsfor services 
renderedin connection with proceedings before a court to which paragraph 
(1) is applicable any amount in excess of that allowed by the court there­
under shall be guilty of a misdemeanor and upon conviction thereof shall 
be subject to a fine of not more than $500, or imri~sonmentfor not more 
than one year, or both. 
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Assignment 

Sec. 207. The right of any person to any future payment under this 
title shall not be transferable or assignable, at law or in equity, and 
none of the moneys paid or payable or rights existing under this title 
shall be subject to execution, levy, attachment, garnishment, or other 
legal process, or to the operation of any bankruptcy or insolvency law*. 

Penalties
 
Sec. 208. Whoever­

(a) for the purpose of causing an increase in any payment
authorized to be made under this titlt, or for the purpose of caus­
ing any payment to be made where no payment is authorized 
under this title, shall make or cause to be made any false statement 
or representation (including any false statement or representation
in connection with any matter arising under subchapter IE of 
chapter 1, or subchapter A or E of chapter 9 of the Internal 
Revenue Code. of 1939, or chapter 2 or 21 or subtitle F of the 
Internal Revenue Code of 1954) as to­

(1) whether wages were paid or received for employment
(as said terms are defined in this title and the Internal 
Revenue Code), or the amount of wages or the period during
which paid or the person to whom paid; or 

(2) whether net earnings from self-employment (as such 
term is defined in this title and in the Internal Revenue Code) 
were derived, or as to the amount of such net earnings or the 
period during which or the person by whom derived; or 

(3) whether a person entitled to benefits under this title 
had earnings in or for a particular period (as determined 
under section 203(f) of this title for purposes of deductions 
from benefits), or as to the amount thereof; or 

(b) makes or causes to be made'any false statement or repre­
sentation of a material fact in any application for any payment 
or for a disability determination under this title; or 

(c) at any time makes or causes to be made any false state­
ment or representation of a material fact for use in determining
rights to payment under this title; or 

(d) having knowledge of the occurrence of any event affecting
(1) his initial or continued right to any payment under this 
title, or (2) the initial or continued right to any payment of any
other individual in whose behalf he has applied for or is receiving
such payment, conceals or fails to disclose such- event with an 
inten't fraudulently to secure payment either in a greater amount 
than is due or when no payment is authorized; or 

(e) having made application to receive payment under this 
title for the use and benefit of another and having received such 
a payment, knowingly and willfully converts such a payment, 
or any part thereof, to a use other than for the use and benefit 
of such other person;
shall be guilty of a misdemeanor and upon conviction thereof 
shall be fined not more than $1,000 or imprisoned for not more 
than one year, or both. 
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Definition of Wages 

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

(a) (1) That part of remuneration which, after remuneration 
(other than remuneration referred to in the succeeding subsections 
of this section) equal to $3,600 with respect to employment has 
been paid to an individual during any calendar year prior to 
1955, is paid to such individua~l during such calendar year;

(2) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of 
this section) equal to $4,200 with respect to employment has been 
paid to an individual durng any calendar year after 1954 and 
prior to 1959, is paid to such individual during such calendar 
year;

(3) That part of remuneration which, after remuneration 
(other than remuneration referred to in the succeeding subsections 
of this section) equal to $4,800 with respect to employment has 
been paid to an individual during any calendar year after 1958, 
and prior to 1966 is paid to such individual during such calendar 
year;

(4) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this 
section) equal to $6,600 with respect to employment has been paid 
to an individual during any calendar year after 1965, is pail to 
8uch individual durinf such calendar year;

(b) The amount of any payment (including any amount paid 
by an employer for insurance or annuities, or into a fund, to 
provide for any such payment) made to, or on behalf of, an 
employee or any of his dependents under a plan or system estab­
lished by an employer which makes provision for his employees
generally (or for his employees generally and their dependents) 
or for a class or classes of his employees (or for a class or classes 
of his employees'and their dependents), on account of (1) retire­
ment, or (2) sickness or. accident disability, or (3) medical 'or 
hospitalization expenses in connection with sickness or accident 
disability, or (4) death; 

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

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

(e) Aypayment made to, or on behalf of, an employee or 
his beneficiary (1) from or to a trust exempt from tax under 
section 165 (a) of the Internal Revenue Code of 1939 at the time 
49-648 0-65--pt. 2-5 
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of such payment or, in the case of a payment after 1954, under 
sections 401 and 501(a) of the Internal Revenue Code of 1954, 
unless such payment is made to an employee of the trust as 
remuneration for services rendered as such employee and not 
as a beneficiary of the trust, or (2) under or to an annuity plan 
which, at the time of such payment, meets the requirements of 
section 165(a) (3), (4), (5), and (6) of the Internal Revenue Code 
of 1939 or, in the case of a payment after 1954 and prior to 1963, 
the 	requirements of section 401 (a) (3), (4), (5), and (6) of the 
Internal Revenue Code of 1954, or (3) under or to an annuity 
plan which, at the time of any such payment after 1962, is a plan 
described in section 403(a) of the Internal Revenue Code of 

195, o uner r t a ondpurchase plan which, at the time(4 
of ay aftr 162, is qualified bond purchasesuh pymen a 

pla decrbe 45(a) of the Internal Revenue Code ofinsetio 

1954;
 

(f) The payment by an employer (without deduction from the 
remuneration of the employee) (1) of the tax imposed upon an 
employee under section 1400 of the Internal Revenue Code of 
1939, or in the case of a payment after 1954 under section 3101 
of the Internal Revenue Code of 1954, or (2) of any payment 
required from an employee under a State unemployment com­

(g)(1)Remneatin pidin any medium other than cash to 
an mplyeeforsericenotin the course of the employer's trade 

eporyuiesor; fo oetc service in a private home of the 

(2) Cash remuneration paid by an emp~loyer 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 paragraph, the term "domestic service in a private 
home of the employer" does not include service described in 
section 2 10(f) (5) ; 

(3) Cash remuneration paid by an employer in any calendar 
quarter to an employee for service not in the course of the em-
ployer's trade or business, 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 paragaph, the term "service not in 
the course of the employer's trade or business" does not include 
domestic service in a private home of the employer and does not 
include service described in section 210(f) (5); 

(h) (1) Remuneration paid in any medium other than cash for 
agricultural labor; 

(2) Cash remuneration paid by an employer in any calendar 
year to an employee for agricultural labor unless (A) the cash 
remuneration paid in such year by the employer to the employee 
for such labor is $150 or more, or (B) the employee performs 
agricultural labor for the employer on twenty days or more 
during such year for cash remuneration computed on a time basis; 

(i) 	Any payment (other than vacation or sick pay) made to 
an mplyeeaftr te mnth in which he attains age 62 (if a 
woma)ag 65(ifa mn),if he did not work for the employero 
in he or As used in thiserod hih schpayment is made. 
subectontheter "sckpay" includes remuneration for serv­
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ice in the employ of a State, a political subdivision (as defined in 
section 218(b) (2)) of a State, or an instrumentality of two or 
more States, paid to an employee thereof for a period during
which he was absent from work because of sickness;

(j) Remuneration paid by an employer 'in any- quarter to an 
employee for service described in section 210(j) (3) (C) (relating 
to home workers), if the cash remuneration paid in such quagter by
the employer to the employee for such service is less than $50; or 

(k) Remuneration paid to or on behalf of an employee if (and 
to the extent' that) at the time of the payment of such 
remuneration it is reasonable to believe that a corresponding
deduction is allowable under section 217 of the Internal Revenue 
Code of 1954. 

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

For purposes of this title, in the case of an individual performing
service, as a member of a uniformed service, to which the jrovisions
of section 210(l)(1) are applicable, the terma "'wages" sha , subject
to the provisions of subection (a) of this section, include as such 
individual's remuneration for such service only his basic pay as de­
scribed in section 102(10) of the Servicemen's and Veterans' Survivor 
Benefits Act. 

For purposes of this title, in the case of an individual performing
service, as a volunteer or volunteer leader within the meaning of the 
Peace Corps Act, to which the provisions of section 210(o) are appli­
cable, (1) the term "wages"~ shall, subject to the provisions of sub­
section (a) of this section, include as such individual's remuneration 
for such service only amounts certified as payable pursuant to section 
5(c) or 6(1) of the Peace Corps Act, and (2) any such amount shall 
be deemed to have been paid to such individual at the time the service,
with respect to which it is paid, is performed. 

Definition of Employment 

See. 210. For the purposes of this title-

Employment 

(a) The term "employment" means any service performed after 
1936 and prior to 1951 which was employment for the purposes of 
this title under the law applicable to the period in which such service 
was performed, and any service, of whatever nature, performed after 
1950 either (A) by an employee for the person employing him, irre­
spective of the citizenship or residence of either, (i) within the United 
States, or (ii) on or in connection with an American vessel or American 
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aircraft under a contract of service which is entered into within, the 
United States or durmin the performance of which and while the em­
ployee is employed on the vessel or aircraft it touches at a port in the 
Umted States, if the employee is employed on and in connection with 
such vessel or aircraft when outside the United States, or (B) outside 
the United States by a citizen of the United States as an employee
(i) of an American employer (as defined in subsection (e)), or (ii) of a 
foreign subsidiaryT (as defined in section 3121(1) of the Internal Reve­
nue C ode of 1954) of a domestic corporation (as determined in accord­
ance with section 7701 of the Internal Revenue Code of 1954) during 
any period for which there is in effect an agreement, entered into 
pursuant to section 3121(1) of the Internal Revenue Code of 1954,
with respect to such subsidiary; except that, in the case of service 
performed after 1950, such term shall not include­

(1) Service performed by foreign agricultural workers (A)
under contracts entered into in accordance with title V of the 
Agricultural Act of 1949, as amended, or (B) lawfully admitted 
to the United States from the Bahamas, Jamaica, and the other 
British West Indies, or from any other foreign country or posses­
sion thereof, on a temporary basis to -perform agricultural labor; 

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

(3) (A) Service performed by an individual in the employ of 
his spouse, and service performed by a child under the age of 
twenty-one in the employ of his father or mother; 

(B) Service not in the course of the employer's trade or business, 
or domestic service in a private home of the employer, performed
by -an individual in the employ of his son or daughter;

(4) Service performed by an individual on or in connection with 
a vessel not an American vessel, or on or in connection with an air­
craft not an American aircraft, if (A) the individual is employed 
on and in connection with such vessel or aircraft when outside the 
United States and (B) (i) such individual is not a citizen of the 
United States or (ii) the employer is not an American employer;

(5) Service performed in. the employ of any instrumentality of 
the United States, if such instrumentality is exempt from the tax 
imposed by section 31 11 of the Internal Revenue Code of 1954 by
virtue of any provisions of law which specifically refers to such sec­
tion in granting such exemption;

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

(B~Service performed by an individual in the employ of an in­
strumentality of the United States if such an instrumentality was 
exempt from the tax imposed by section 1410 of the Internal 
Revenue Code of 1939 on December 31, 1950, and if such service 
is covered by a retirement system established by such instru­
mentality; except that the provisions of this subparagraph shall 
not be applicable to­

(i) Pservice performed in the employ of a corporation which 
is wholly owned by the United States; 
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(ii) service performed in the employ of a Federal land bank, 
a Federal intermediate credit bank, a bank for cooperatives, a 
Federal land bank association, a*-production credit associa­
tion, a Federal Reserve Bank, a Federal Home Loan Bank, 
or a Federal Credit Union;

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

(iv) service performed by a civilian employee, not com­
pensated from funds appropriated by the Congress, in the 
Army and Air,Force Exchange Service, Army and Air Force 
Motion Picture Service, -Navy Exchanges&, Marine Corps
Exchanges, or other activities, conducted by an instru­

mentlit oftheUnied Sate sujec tothe jurisdiction of 
the ecrtaryof-Defeseat isaltosof the Department

of efeseforthecofor, leasure, contentment, and mental 
and hyscalimpoveentof personnel of such Department; 

or 
(v) service performed by a civilian employee, not com­

pensated from funds appropriated by the Congress, in the 
Coast, Guard Exchanges or other activities, conducted by an 
instrumentality of the United States subject to the juris­
diction of- the Secretary of the Treasury, at installations of 
the Coast Guard for the comfort, pleasure, contentment, 
and mental and physical improvement of personnel of the 
Coast Guard; 

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

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

(ii) in the legislative branch; 
(iii) in a penal institution of the -United States by an inmate 

thereof; 
(iv) by any individual as an employee included under section 

2 of the Act- of August 4, 1947 (relating to certain interns, 
student nurses, and other student employees of -hospitals of 
the Federal Government; 5 U.S.C., sec. 1052), other than as a 
medical or dental. intern or a medical or dental resident in 
training;

(v) by any -individual as -an employee sevn n a tem­
porary basis in case of fire, storm, earthqake, flood, or other 
similar emergency; or 

(vi) by any individual to whom the Civil Service Retire­
ment-Act does not apply because such individual is subject 
to another- retirement system (other than the retirement 
system of the -Tennessee Valley Authority); 

(7) Service performed in the employ of a State, or any political
subdivision thereof, or any instrumentality of any one or more of 
the foregoing which is wholly owned thereby, except that this 
paragraph shall not apply in the case of­

(A) service included under an agreement under section 218, 
(B) service which, under subsection (k), constitutes 

covered -transportation service, [or] 
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(C) service in the employ of the Government of Guam or 
the Goverment of American Samoa or any political sub­
division thereof, or of any instrumentality of any one or more 
of the foregoing which is wholly owned thereby, performed

by a ofice orempoye meberof thetheeof(inludng 

regarded as an officer or employee ofthe United States or 
any agency or instrumentality thereof, and 

(ii) the remuneration for service described in clause (i) (in­
cluding fees paid to a public official) shall be deemed to have 
been paid by the Government of Guam or the Government of 
American Samoa or by a political subdivision thereof or an 
instrumentality of any one or more of the foregoing which is 
wholly owned thereby, whichever, is appropriate[;], or 

(D) Service performed in the ,employ of the District of 
Columbia or any instrumentality which is wholly owned 
thereby, if such service is not covered by a retirement 8ystem 
established by a law of the United States; except that the 
provisions of this subparagraphshall not be applicable to service 
performed­

(i) in a hospital or penal institution by a patient or 
inmate thereof; 

(ii) by any individual as an employee included under 
section 2 of the Act of August 4, 1947 (relatingto certain 
,intern~s, student nurses, and other student employees of 
hospitals of the Districtof Columbia Government; 5 U.S. C. 
1059d), other than as a medical or dental intern or as a 
medical or dental residentin training;

(iii) by any individual as an employee serving on a 
temporary basis in case of fire, storm, snow, earthquake,
flood, or other similar emergency; or 

(iv) by a member of a board, committee, or council of 
the Districtof Columbia, paid on a per diem, meeting, or 
other fee basis; 

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

(B) Service performed in the employ of a religous, charitable, 
educational, or other organization described in section 501(c) (3)
of the Internal Revenue Code of 1954, which is exem'pt from in­
come tax under section 501 (a) of such Code, but this subparagraph
shall -notappl to service performed during the period for which a 
certificate, fied pursuant to section 3121(k) of the Internal 
Revenue Code of 1954, is in effect if such service is performed by 
an employee­

(i) whose signature appears on the list ifiled by such organi­
zation under such section 3121(k),

(ii) who became an employee of such organization after 
the calendar quarter in which the certificate (other than a 
certificate referred to in clause (iii) was ifiled, or 
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(iii) who, after the calendar quarter.in which the certificate 
was filed with respect to a-group described in paragraph (1)
(E) of such section 3121 (k), became a member of such group, 

except that this subparagraph shall apply with respect to service 
performed by an employee as a member of a group described in 
such paragraph (1) (E) with respect to which no certificate is in 
effect; 

(9) Service performed by an individual as an employee or 
employee representative as defined in section 3231 of the Internal 
Revenue Code of 1954; 

(10) (A) Service performed in any calendar quarter in the em­
ploy of any organization exempt from income tax under section 
501 of the Internal Revenue Code of 1954, if the remuneration for 
such service is less than $50; 

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

(11) Service performed in the employ of a -foreign government
(including service as a .consular or other officer or em~ployee or a 
nondiplomatic representative);. 

(12) Service performed in 'the employ of an instrumentality
wholly owned by a foreign government­

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

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

(13) Service performed as a student nurse in the employ~of a 
hospital or a nurses' training school by an individual who is en­
rolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law; [and service 
performed as an interne in the employ of a hospital by an indi­
vidual who has completed a four years'. course in a medical school 
chartered or approved pursuant to State law] 

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

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

(15) Service performed in the employ of an international 
organization entitled to enjoy privileges, exemptions, and im-; 
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munities as an international organization under the International 
Organizations Immunities Act (59 Stat. 669); 

(16) Service performed by an individual under an arrangement 
with the owner or tenant of land pursuant to which­

(A) such individual undertakes to produce agricultural or 
horticultural commodities (including livestock, bees, poultry, 
and fur-bearing animals and wildlife) on such land, 

(B) the a 'cultural or horticultural commodities produced 
by, such individual, or the proceeds therefrom, are to be di­
vided between such individual and such owner or tenant, and 

(C) the amount of such individual's share depends on the 
amount of the agricultural or horticultural commodities 
produced;

(17) Service in the employ of any organization which is per­
formed (A) in any quarter during any part of which such organiza­
tion is registered, or there is in effect a final order of the Subversive 
Activities Control Board requiring such organization to register,
under the Internal Security Act of 1950, as amended, as a Com­
munist-action organization, a Communist-front organization, or a 
Communist-infiltrated organization, and (B) after Jun 30, 1956; 

(18) 	 Service performed in Guam by a resident of the Republic
of te Pilipins wilein uamn on a temporary basis as a nornm­
~ranalen dmitedto uamn pursuant to section 101(a) (15)
(H)ii)of mmiratonand Nationality Act (8 U.S.C. 1101he 

(19) Servc whc ispeformed by a nonresident alien in­
dividual for the perid he is temporarily present in the United 
States as a nimigrant under subparagraph (F) or (J) of section 
101 (a) (15) of the Immigrtin and Nationality Act, as amended, 
and which is performed to carry out the purpose specified in 
subparagraph (F) or (J), as the case may be. 

Included and Excluded Service 

(b) If the'services performed during one-half or more of any pay
period by an employee for the person employing him constitute em­
plymnent, all the services of such employee for such period shall be 
deemed to be employment; but if the services performed during more 

than one-half of any such pay period by an employee for the person 
employing him do not constitute employment, then none of the 
services of such employee for such period shall be deemed to be 
employment.. As used in this subsection, the term "pay period" 
means a period (of not more than thirty-one consecutive days) for 
which a payment of remuneration is ordinarily made to the employee 
by the person employing him. This subsection shall not be applicable 
with respect to services performed in a pay period by an employee for 
the person employing him, where any of such service is excepted by
paragraph (9) of subsection (a). 

American Vessel 

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

American Aircraft 

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

American Employer 

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

Agricultural Labor 

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

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

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

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

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

(B) In the employ of a group of operators of farms (other than 
acooperative organization) in the performance of service described 

mn subparagraph (A), but only if such operators produced all of the 
commodity with respect to which such service is performed. For 
the purposes of this subparagraph, any unincorporated group of 
operators shall be deemed a cooperative organization if the num­
ber of operators comprising such group is more than twenty at 
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any time during the calendar quarter in which such service is 
performed.

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

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

Farm 

(g) The term "farm" includes stock, dairy, poultry, fruit, fur-bear­
ing animal, and truck farms, plantations, ranches, nurseries, ranges, 
greenhouses or other similar structures used primarily for the raising
of agricultural or horticultural commodities, and orchards. 

State 

(h) The term "State" includes the District of Columbia, the Com­
monwealth of Puerto Rico, the Virgin Islands, Guam, and American 
Samoa. 

United States 

(i) The term "United States" when used in a geographical sense 
means the States, the District of Columbia, the Commonwealth of 
Puerto Rico, the Virgin Islands, Guam, and American Samoa. 

Employee 

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

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

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

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

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

specifications furnished by the person for whom the services 
are performed, on materials or goods furnished by such 
person which are required to be returned to such person or a 
person designated by him; or 

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

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

Covered Transportation Service 

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

(2) Service performed in the employ-of a State or political subdivi­
sion in connection with the operation of its public transportation 
system shall not constitute covered transportation service if­

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

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

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

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

such part, and 
in(D) prior to such acquisition rendered service in employment
inconnection with the operation of such part of the transportation 

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

(3) All service performed in the employ of a State or political sub­
division thereof in connection with its operation of a public tranisporta­
tion system shall constitute covered transportation service if the trans­
portation system was not operated by the State or political subdivision 
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prior to 1951 and, at the time of its first acquisition (after 1950) from 
private ownership of any p art of its transportation system, the State 
or political subdivision did not have a general retirement system
covering substantially all service performed in connection with the 
operation of the transportation system.

(4) For the purposes of this subsection­
(A) 	The term "general retirenlent system" means any pension,

annity orsimlarfud areireent or system established by
Staebyao plitca sbiionthereof for employees of the 
Stae,oliicl sbdiisinor both; but such term shall not 
incudesuc orsysemwhich covers only service performedafun 

inpstosconnectedwt the operation of its public transporta­
tion(system.

()A transportation system or a part thereof shall be con­
sidered to have been acquired by a State or political subdivision 
from private ownership if prior to the acquisition service per­
formed by employees in connection with the operation of the 
syst em or part thereof acquired constituted employment under 

thstitle, and some of such employees become employees of the 
State or political subdivision in connection with and at the time 
of such acquisition.

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

Service in the Uniformed Services 
(1) (1) Except as provided in paragraph (4), the term "employment"

shall, notwithstanding the provisions of subsection (a) of this section,
include service performed after December 1956 by an individual as a 
member of a uniformed service on active duty; but such term shall not 
include any such service which is performed -.while on leave without 
pay.

(2) The term "active duty" means "active duty" as described in 
section 102 of the Servicemen's and Veterans' Survivor Benefits Act, 
except that it shall also include "active duty for training" as described 
in such section. 

(3) The term "inactive duty training" means "inactive duty train­
ing" as described in such section 102. 

(4) (A) Paragraph (1) of this subsection shall not apply in the case 
of any service, performed by an individual as a member of a uniformed 
service, which is creditable under section 4 of the Railroad Retirement 
Act of 1937. The Railroad Retirement Board shall notify the Secre­
tary of Health, Education, and Welfare, as provided in section 4(p) (2).
of that Act, with respect to all such service which is so creditable. 

(B) In any case where benefits under this title are already payable 
on the basis of such individual's wages and self-employment income at 
the time such notification (with respect to such individual) is received 
by the Secretary, the Secretary shall certify no further benefits for 
payment under this title on the basis of such individual's wages and 
self-employment income, or shall recompute the amount of any further 
benefits payable on the basis of such wages and sell-employment in­
come, as may be required as a consequence of subparagraph (A) of 
this paragraph. No payment of a benefit to any person on the basis of 
such individual's wages and self-employment income, certified by the 
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Secretary prior to the ena of the month in which he receives such 
notification from the Railroad Retirement Board, shall be deemed by 
reason of this subparagraph to have been an erroneous payment or a 
payment to which such person was not entitled. The Secretary shall, 
as soon as possible after the receipt of such notification from the IRail­
road Retirement Board, advise such Board whether or not any such 
benefit will be reduced or terminated by reason of subparagraph (A),
and if any such benefit will be so reduced or terminated, specify the 
first month with respect to which such reduction or termination will 
be effective. 

Member of a Uniformed Service 

(in) The term "member of a uniformed service"? means any person
appointed, enlisted, or inducted in a component of the Army, Navy,
Air Force, Marine Corps, or Coast Guard (including a reserve com­
ponent of a uniformed service as defined in section 102(3) -of the Serv­
icemen's and Veterans' Survivor Benefits Act), or in one of those 
services without specification of component, or as a commissioned 
officer of the Coast and Geodetic Survey or the Regular or Reserve 
Corps of the Public Health. Service, and any person serving in the 
Army or Air Force under. call or conscription. The term includes­

(1) a retired member of any of those services; 
(2) a member of the Fleet Reserve or Fleet Marine Corps Re­

serve; 
(3) a cadet at the. United States Military Academy, a mid­

shipman at the United States Naval Academy, and a cadet at the 
United States Coast Guard Academy or United States Air Force 
Academy; 

(4) a member of the Reserve Officers' Training Corps, the 
Naval Reserve Officers' Training Corps, or the Air Force Re­
serve Officers' Training Corps, when ordered to annual training 
duty for fourteen days or more, and while performing authorized 
travel to and from that duty; and 

.(5) any person while en route to or from, or at, a place for final 
acceptance or for entry upon active duty in the military or 
naval service­

(A) who has been provisionally accepted for such duty or 
(B) who, under the Universal Military Training and Sev­

ice Act, has been selected for active military or naval service; 
and has been ordered or directed to proceed to such place. 

The term does-not include a temporary -member of the Coast Guard 
Reserve. 

Crew Leader 

(n) The term "crew leader" means an -individual who furnishes 
dndividuals to perform, agricultural labor for -another person, if such 
individual pays (either on his own behalf or on behalf of such person) 
the individuals so furnished by him for the agricultural labor per­
formed by them and if such indivdual has not. entered into a written 
agreement with such person whereby such individual has been desig­
nated as an employee of- such person; and such individuals furnished 
by the crew leader to perform agricultural labor for another person
shall be deemed to be 'the employees of such crew leader. A crew 
leader shall, with respect to services performed in furnishing individ­
uals to perform agricultural labor for another person and service 
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performed as a member of the crew, be deemed not to be an employee 
of such other person. 

Peace Corps Volunteer Service 

(o) The term "employment" shall, notwithstanding the provisions 
of subsection (a), include service performed by an individual as a 
volunteer or volunteer leader within the meaning of the Peace 
Corps Act. 

Self-Employment 

See. 211. For the purposes of this title-

Net Earnings From Self-Employment 

(a) The term "net earnings from self-employment" means the 
gross income, as computed under Subtitle A of the Internal Revenue 
Code of 1954, derived by an individual from any trade or business 
carried on by such individual, less the deductions allowed under such 
subtitle which are attributable to such trade or business, plus his 
distributive share (whether or not distributed) of income or loss 
described in section 702 (a) (9) of the Internal Revenue Code of 1954, 
from any trade or business carried on by a partnership of which 
he is a member; except that in comnputing such gross income and 
deductions and such distributive shiare of partnership ordinary 
income or loss­

(1)Theesallbe xclded rentals from real estate and from 
persnalproertyleaed iththe real estate (including such rentals 

pai incro sare), ogther with the deductions attributable 
therto of a tradenles suh rntas are received in the course 

or business as a rea estate dealer; except that the preceding pro­
visions of this paragraph shall not apply to any income derived 
by the owner or tenant of land if (A) such income is derived under 
an arrangement, between the owner or tenant and another 
individual, which provides that such other individual shall pro­
duce agricultural or horticultural commodities (including live­
stock, bees, poultry, and fur-bearing animals and wildlife) on 
such land, and that there shall be material participation by the 
owner or tenant in the production or the management of the 
production of such agricultural or horticultural commodities, 
and (B) there is material participation by the owner or tenant 
with respect to any such agricultural or horticultural comffioditjy;

(2) There shall be excluded dividends on any share of stock 
and interest on' any bond, debenture, note, or certificate, or other 
evidence of indebtedness, issued with interest coupons or in 
registered form by any corporation (including one issued by a 
government or political subdivision thereof), unless such dividends 
and interest (other than interest described in section 35 of the 
Internal Revenue Code of 1954) are received in the course of a 
trade or business as a dealer in stocks or securities; 

(3) There shall be excluded any gain or loss (A) which is con­
sidered under Subtitle A of the Internal Revenue Code of 1954 as 
gain or loss from the sale or exchange of a capital asset, (B) from 
the cutting of timber, or the disposal of timber, coal, or iron ore, 
if section 631 of the Internal Revenue Code of 1954 applies to 
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such gain or loss, or (C) from the sale, exchange, involuntary con­
version, or other disposition of property if such property is 
neither (i) stock in trade or other property of a kind which would 
properly be includible in inventory if on hand at the close of the 
taxable year, nor (ii) property held primarily for sale to customers 
in the ordinary course of the trade or business; 

(4) The deduction for net operating losses provided in section 
172 of such Code shall not be allowed; 

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

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

(6) A resident of the Commonwealth of Puerto Rico shall 
compute his net earnings from self-employment in the same 
manner as a citizen of the United States but without regard to 
the provisions of section 933 of the Internal Revenue Code of 
1954; 

(7) An individual who is a duly ordained, commissioned, or 
licensed minister of a church or a member of a religious order shall 
compute his net earnings from self-employment derived from the 
performance of service described in subsection (c) (4) without 
regard to section 107 (relating to rental value of parsonages) and 
section 119 (relating to meals and lodging furnished for the conven­
ience of the employer) of the Internal Revenue Code of 1954 and, in 
addition, if he is a citizen of the United States performing such 
service as an employee of an American employer (as defined in 
section 210(e)) or as a minister in a foreign country who has a 
congregation which is composed predominantly of citizens of the 
United States, without regard to section 911 (relating to earned 
income from'sources without the United States) and section 931 
(relating to income from sources within possessions of the United 
States) of such Code; and 

(8) The term. "Possession of the United States" as used in sec­
tions 931 (relating to income from sources within possessions of 
the United States) and 932 (relating to citizens of possessions of 
the United States) of the Internal Revenue Code of 1954 shall be 
deemed not to include the Virgin Islands, Guam, or American 
Samoa. 

If the taxable year of a partner is different from that of the partnership
the distributive share which he is required to include in computing his 
net earnings from self-employment shall be based upon the ordinary 
net income or loss of the partnership for any taxable year of the partner­
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ship (even though beginning prior to 1951) ending within or with his 
taxable year. In the case of any trade or business which is carried on 
by an individual or by a partnership and in which, if such trade. or 
business were carried on exclusively by employees, the major portion
of the services would constitute agricultural labor as defined in section 
210(f)­

(i) in the case of an individual, if the gross income derived by 
him from such trade or business is not more than [$1,800] $Y2,400 
the net earnings from self-employment derived by him from such 
trade or business may, at his option, be deemed to be 66% percent
of such gross 'income; or 

(ii) in the case of an individual, if the gross income derived by
him from such trade or business is mnor.e than [$1,800] $~2,400 and 
the net earningsfromn self-employment derived by him from such 
trade or business (computed under this subsection without re­
gard to this sentence) are less than [$1,200] $1,600, the net earn­
mgs from sell-employment derived by him from such trade or busi­
ness may, at his option, be deemed to be [$1,200] $1,600,,and 

(iii) in the case of a member of a partnership, if his distributive 
share of the gross income of the partnership derived from such 
trade or business (after such gross income has been reduced by 
the sum of all payment to which section 707(c) of the Internal 
Revenue Code of 1954 a pplies) is not more than [$1,800] $Y2,400, 
his distributive share of income described in section 702 (a) (9)
of such Code derived from such trade or business may, at his 
option, be deemed to be an amount equal to 66% percen't of his 
distributive share of such gross income (after such gross income 
has been so reduced); or 

(iv) in the case of. a member of a partnership, if his distributive 
share of the gross income of the partnership derived, from such 
trade or business (after such gross income has been reduced by
the sum of all payments to which section 707(c) of the Internal 
Revenue Code of 1954 applies) is more than [$1,800] $2d,400, and 
his distributive share (whether or not distributed) of income 
described in section 702 (a) (9) of such Code derived from such 
trade or business (computed under this subsection without regard 
to this sentence) is less than [$1,200] $1,600 his distributive share 
of income described in such section 702 (a) (9) derived from such 
trade or business may, at his option, be deemed to be [$1,200] 

or$1,600
Plrthe purposes of the preceding sentence, gross income mneans­

(v) in the case of any such trade or business' in which the 
income is computed under a cash receipts and disbursements 
method, the gross receipts from such trade or business reduced 
by the cost or other 'basis of property which was purchased and 
sold in carrying on such trade or business, adjusted (after such 
reduction) in accordance with the provisions of paagraphs (1) 
through (6) and paragraph (8) of this subsection; and 

(vi) in the case of any such trade or business in which the 
income is computed under an accrual method, the gross income 
from such trade or business, adjusted in accordance with the 
provisions of paragraphs (1) through (6) and paragraph (8) of 
this subsection; 

and, for purposes of such sentence, if an individual (including a 
member of a partnership) derives gross income from more than one 
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such trade or business, such gross income (including his distributive 
share of the gross income of any partnership derived from any such 
trade or business) shall be deemed to have been derived from one 
trade or business. 

Self-Employment Income 

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

(1) That part of the net earnings from self-employment which 
is in excess of­

(A) For any taxable year ending prior to 1955, (i) $3,600,
minus (ii) the amount of the wages paid to such individual 
during the taxable year; and 

(B) For any taxable year ending after 1954 and prior to 
1959, (i) $4,200, minus (ii) the amount of the wages paid to 
such individual during the taxable year; and 

(C) For any taxable year ending after 1958 and prior to 
1966, (i) $4,800,, minus (ii) the amount of the wages paid 
to such individual during the taxable year[; or] ; and 

(D) For any taxable year ending after 1965 (i) $6,600, 
minus (ii) the amount of the wsages paid to such individual dur­
ing the taxable year; or 

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

An individual who is not a citizen of the United States but who is a 
resident of the Commonwealth of Puerto Rico, the Virgin Islands, 
Guam, or American Samoa shall not, for the purposes of this sub­
section, be considered to be a nonresident alien individual. 

Trade or Business 

(c) The term "trade or business", when used with reference to self-
employment income or net earnings from self-employment, shall have 
the same meaning as when used in section 162 of the Internal Revenue 
Code of 1954, except that such terms shall not include­

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

other than­
(A) service described in section 201 (a) (14) (B) performed 

by an individual who has attained the age of eighteen,
(B) service described in section 210(a)(16), 
(C) service described in section 210(a)(11), (12), or (15)

performed in the United States by a citizen of the United 
States, and 

(D) service described in paragraph (4) of this subsection; 
(3) The performance of service by an individual as an employee 

or employee representative as defined in section 3231 of the 
Internal Revenue Code of 1954: 

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

49-643 0-65--pt. 2-W 
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[ (5) The performance of service by an individual in the exercise 
of his profession as a doctor of medicine or Christian Science 
practitioner;, or the performance oi such service by a partnership.] 

(6) The performance of service by an individual in the exercise 
of his profession as a ChristianScience practitioner[.]; or 

(6) The performance of service by an individua/ during the perwod 
forwhich an exemption undersection 1402(h) of the Internal Revenue 
Code of.1954 is e~ffective With respect to him. 

[The. provisions of paragraph (4) shall not apply to service (other than 
service performed by a member of a religious order who has taken a 
vow of poverty as a member of such order) performed by an individual 
during the period for which a certificate filed by such individual under 
sectionl1402(e) of the Internal Revenue Code ofl1954 is ineffect. The 
provisions of paragraph (5) shall not apply to service performed by an 
individual in the exercise of his profession as a Christian Science 
practitioner during the period for which a certificate filed by him under 
section 1402(e) of the Internal Revenue Code of 1954 is in effect.] 
The provisions o~f paragraph (4) or (6) 8hall not apply to service (other 
than service per~formed by a member of a religious order who has taken a 
vow of poverty as a member Of such order) per~formed by an individual 
duringthe periodfor which-a certificatefiled by him under section 1402(e) 
of the Internal Revenue Code of 1954 is in effect. The provisions of 
paragraph(2) shall not have the efifect ojf excluding cash tips received by 
an employee in the course of service which constitutes employment under 
this title, on his own behalf and not on behalfof anotherperson,from "net 
earningsfrom self-employment" except that (i) this Sentence shall not 
apply in the case of tips which constitute remunerationfor employJment 
under this title, and (ii) in applying subsection (a) with respect to tips TO 
which this sentence is applicable,only the deductions attributableto such 
tips shall be taken into account. 

Partnership and Partner 

(d) The term "partnership" and the term "partner" shall have the 
same meaning as when used in subchapter IC of chapter 1 of the 
Internal Reveue Code of 1954. 

Taxable Year 

(e) The term "taxable year" shall have the same meaning as when 
used in subtitle A of the Internal Revenue Code of 1954; and the 
taxable year of any individual shall be a calendar year unless he has 
a different taxable year for the purposes of subtitle A of such Code, 
in which case his taxable year for the purposes of this title shall be 
the same as his taxable year under such subtitle A. 

Partner's Taxable Year Ending as Result of Death 

(f) In computingia partner's net earnings from self-employment for 
his taxable year which ends as a result ofbhis death (but only if such 
taxable year ends within, and not with, the taxable year of the partner­
ship), there shall be included so much of the deceased partner's 
distributive share of the partnershiD'S ordinary income or loss for 
the partnership taxable year as is not attributable to an interest in 
the partnership during any period beginning on or after the first day 
of the first calendar month following the month in which such partner 
died. For purposes of this subsection­

(1) in determining the portion of the distributive share which 
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is attributable to any period specified 'in the preceding sentence, 
the ordinary income or loss of the partnership shall be treated 
as having been realized or sustained ratably over the partnership 
taxable year; and 

(2) the term "deceased partner's distributive share" includes 
the share of his estate or of any other person succeeding, by 
reason of his death, torightswith respect to his partnership interest. 

Crediting of Self-Employment Income to Calendar Quarters 

Sec. 212. For the purposes of determining average monthly wage
and quarters of coverage the amount of self-employment income 
derived during any taxable year shall be credited to calendar quarters 
as follows: 

(a) In the case of a taxable year which is a calendar year the 
self-employment income of such taxable year shall be credited equally 
to each quarter of such calendar year.

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

Quarter and Quarter of Coverage 

Definitions
 

Sec. 213. (a) For the purpose of this title­
(1) The term "quarter", and the term "calendar quarter", 

means a period of three calendar months ending on March 31, 
June 30 Spt~ember 30, or December 31. 
(2)The term "quarter of coverage" means a quarter in which 

the individual has been paid $50 or more in wages (except wages
for agricultural labor paid after 1954) or for which he has been 
credited (as determined under section 212) with $100 or more of 
self-employment income, except that­

(i) no qarter after the quarter in which such individual 
died salbe a quarter of coverage, and no quarter any 
part of which was included in a period of disability (other
than the initial quarter and the last quarter of such period)
shall be a quarter of coverage; 

(ii) if the wages paid to any individual in any calendar 
year equal $3,000 in the case of a calendar year before 1951, 
or $3,600 in the case of a calendar year after 1950 and before 
1955, or $4,200 in the case of a calendar year after 1954 
and before 1959, or $4,800 in the case of a calendar year
[after 1958] after 1958 and before 1966, or $6,600 in. the ca~ge
of a calendar year after 1965, each quarter of such year
shall (subject to clause (i)) be a quarter of coverage; 

(iii) if an individual has self-employment income for a tax­
able year, and if the sum of such income and the wages paid 
to him during such year equals $3,600 in the case of a taxable 
year beginning after 1950 and ending before 1955, or $4,200 in 
the case of a taxable year endin after 1954 and before 1959, 
or $4,800 in the case of a taxabe year ending [after 19581 
after 1958 and before 1966, or $6,600 in, the case of a tazable 
year ending after 1965, each quarter any part of which falls 
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in such year shall (subject to clause (i)) be a quarter of 
coverage;

(iv) if an individual is paid wages for agricultural labor 
in a calendar year after 1954, then, subject to clause (i),
(a) the last quarter of such year which can be but is not 
otherwise a quarter of coverage shall be a quarter of cov­
erage if such wages equal or exceed $100 but are less than 
$200; (b) the last two quarters of such year which can be but 
are not otherwise quarters of coverage shall be quarters of 
coverage if such wages equal or exceed $200 but are less 
than $300; (c) the last three quarters of such year which can 
be but are not otherwise quarters of coverage shall be quar­
ters of coverage if such wages equal or exceed $300 but are 
less than $400; and (d) each quarter of such year which is not 
otherwise a quarter of -coverage shall be a quarter of coverage
if such wages are $400 or more; and 

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

if, in the case of any individual who has attained age 62 or died 
or is under a disability and who has been paid wages for agricul­
tural labor in a calendar year after 1954, the requirements for 
insured status in subsection (a) or (b) of section 214, the require­
ments for entitlement to a computation or recomputation of his 
primary insurance amount, or the requirements of paragraph (3)
of section 216(i) are not met after assignment of quarters of cover­
age to quarters in such year as provided in clause (i'v) of the pre­
ceding sentence, but would be met if such quarters of coverage 
were assigned to different quarters in such year, then such quarters 
of. coverage shall instead be assigned, for purposes only of deter­
mining compliance with such requirements, to such different 
quarters. If, in the case of an-individual who did not die prior to 
January 1, 1955, and -who attained age .62 (if a woman) or age 65 
(if a man) or died before July 1, 1957, the requirements for in­
sured status in section 214(a) (3) are not met because of his having 
-toofew quarters of coverage but would be met if his quarters of 
coverage in. the first calendar year in which he had any covered 

emplymenha bee detrmied on the basis of the period durin 
whic waes ereeared ather than on the basis of the period 
durng waes such wages paid that arehic erepaid (any 
realocaedn aneared asis, shall not be used in determining 

quarters of coverage for subsequent calendar years), then upon
application ifiled by the individual or his survivors and satisfactory 
proof of his record of wages earned being furnished by such in­
dividual or his survivors, the quarters of coverage in suc calendar 
year may be determined on the basis of the periods during which 
wages were earned. 

Crediting of Wages Paid in 1937 

(b) With respect to wages paid to an individual in the six-month 
periods commencing.either January.1, 1937, or July 1, 1937; (A) if 
wages of not less than $100 were padin any such period, one-half of the 
total amount thereof shall be deemed to have been paid in each of the 
calendar quarters in such period; and (B) if wages of less than $100 
were paid in any such period, the total amount thereof shall be deemed 
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to have been paid in the latter quarter of such period, except that if in 
any such period, the individual attained age sixty-five, all of the wages 
palid in such period shall be deemed to have been paid before such age 
was attained. 

Insured Status for Purposes of Old-Age and Survivors Insurance 
Benefits 

Sec. 214. For the purposes of this title-

Fully Insured Individual 

(a) The term "fully insured individual" means any individual who 
had not less than­

(1) one quarter of coverage (whenever acquired) for each 
calendar year elapsing after 1950 (or, if -later, the year in which 
he attained age 21) and before­

(A) in the case of a woman, the year in which she died or 
(if earlier) the year in which she attained age 62, 

(B) in the case of a man who has died, the year in which he 
died or (if earlier) the year in which he attained age 65, or 

(C) In the case of a man who has not died, the year mn 
which he attained (or would attain) age 65, 

except that in no case shall an individual be a fully insured 
individual unless he has at least 6 quarters of coverage; or 

(2) 40 quarters of coverage; or 
(3) in the case of an individual who died before 1951, 6 quarters 

of coverage; 
not counting as an elapsed year for purposes of paragraph (1) any year 
any part of which was included in a period of disability (as defined in 
section 216 (i)). 

Currently Insured Individual 

(b) The term "currently insured individual" means any individual 
who has not less than six quarters of coverage during the thirteen-
quarter period ending with (1) the quarter in which he died, (2) the 
the quarter in which he became entitled to old-age insurance benefits, 
(3) the quarter in which he became entitled to primary insurance 
benefits under this title as in effect prior to the enactment of this 
section, or (4) in the case of any individual entitled to disability 
insurance benefits, the quarter in which he most recently became 
entitled to disability insurance benefits, not counting as part of such 
thirteen-quarter period any quarter any part of which was included 
in a period of disability unless such quarter was a quarter of coverage. 

Computation of Primary Insurance Amount 

Sec. 215. For the purposes of this title­

(a) Subject to the conditions specified in subsections (b), (c), and 
(d) of this section, the primary insurance amount of an insured indi­
vidual shall be whichever of the following is the largest: 

(1) The amount in column IV on the line on which in column 
III of the following table appears his average monthly wage (as 
determined under subsection (b)); 
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(2) The amount in column IV on the line on which in column II 
of the follbwing table appears his primary insurance amount (as 
determined under subsection (c));

(3) The amount in column IV on the line on which in column I 
of the followmin table appears his primary insurance benefit (as 
determined under .subsection (d)); or 

[(4) In the case of­
[(A) a woman who was entitled to a disability insurance 

benefit for the month before the month in which she died or 
became entitled to old-age insurance benefits, or 

[(B) a man who was entitled to a disability insurance ben­
efit for the month before the month in which he died or at­
tained age 65,3

(4) In the case of an individual who was entitled to a disability 
insurance benefit for the month before the month in which he died, 
became entitled to old-age insurance benefits, or attained age 65, the 
amount in column IV which is equal to [such disability insurance 
benefit] the primary insurance amount upon which such disability
insurance benefit is based. 

TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM 
FAMILY BENEFITS 

I II In IV V 

(Primary insurance (Prim=yIsuranc (Average monthly (Piay (Maximum
benefit under 1939 amon udr154wage) nsrne family 
Act, as modified) Act) amount) benefits) 

If an Individual's Or his primary insur- Or his averg mnhyAnd the meal-
primary insurance anceaon a deter- wg (as detrindmugmon

beeiWasdeemnd mie ne ube. udrsubaec. (b)) is- The amount of 'bene-fits -pay­
under subsec. (d)) Is- (c) Is- referred t in able (as pro­

-- ______ ______the preceding vided in-____ ge.
pragraphs of 203(a))on the

thSuauso bai of his 
But not But not But not tion shall wages and aelf-

At least- more At least- more At least- more be- employment
 
than- than- than- Income shall
 

be­

$ 4 $37.00 ------------ $67 $40 $60.00 
$1.9 143.00 $37.10 38.00 $8 69 41 61.50 

14.01 14.48 88.10 89.00 70 70 42 63.00 
14.49 15.00 39. 10 40.00 71 72 43 64.50 
15.01 15.60 40.10 41.00 73 74 44 08.00 
15.61 16.20 41.10 42.00 75 76 45 67.50 
15.21 18.84 42. 10 43.00 77 78 46 69.00 
1&.85 17.60 43.10 44.00 79 80 47 70.50 
17.61 18.40 44.10 45.00 81 81 48 72.00 
18.41 19.24 45.10 40.00 82 83 49 73.50 
19.25 20.00 46.10 47.00 84 85 50 75.00 
20.01 20.64 47.10 48.00 86 87 31 75. 50 
20.65 21.28 48.10 49.00 88 89 52 78. 00 
21.29 21.88 49. 10 50.00 00 90 53 79.50 
21.69 22.28 50.10 50.90 91 92 54 81.00 
22.29 22.68 61.00 51.50o 93 94 55 82.50 
22.69 23.08 51.90 52.50 95 96 38 84.00 
23.09 23.44 52.90 53.70 97 97 57 85.50 
23.45 23.76 63.50 84.60 98 99 58 87.00 
23.77 24.20 84.70 55.60 100 101 69 88.50 
24.21 24.60 65.70 66.50 102 102 60 90.00 
24.61 25.00 50.60 57.40 103 104 61 91.50 
25.01 25.48 57.50 58.40 105 100 62 93.00 
25.49 25.92 88.50 69.50 107 107 63 94.50 
25.93 26.40 59.40 60.20 108 109 84 9KO0 
26.41 26.94 60.50 61.20 110 113 65 97.50 
26.95 27.48 61.30 62.10 114 118 66 99.00 
27.47 28.00 62.20 63.00D 119 122 67 100.50 
28.01 26.68 63.10 6C4.00 123 127 68 102.00 
28. 69 20.25 64.10 64.90 128 132 69 105.60 
29.26 29.63 65.00 65.50 133 136 70 106.50 
29.69 30.36 68.90 66.50 137 141 71 112.80 
30.37 30.92 66.90 67.70 142 146 72 116.50 
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM 

FAMILY BENEFITS-Continued 

(Prmar (Primary insurance (Average monthly PriVa V~,Tinurace - - ­

bnftunder 1939 amount under 1954 wage) insurance faminly
Act, as'modified) Act) 	 amount) benefits) 

If an individual's Or his primary insur- Or his average monthly And the mail-
primary insurance ance amount (as deter- wage (as determined mum amount 

benefit (as determined mined under subsec. under subsec. (b)) is- The amount of benefits pay-
under subsec. (d)) is-- (c) is- referred to In able (as pro­

____ ___-_____ ______- - ____ ___ ____ ___ ___ 	 the preceding vided in sec. 
paragraphs of 203(a)) on the 
this subsec- basis of his 

But not But not But not tion shall wages and self-
At least- more At least- more At least- more be- employment

than- than- than- income shall 
be­

$30.93 $31.38 $67.80 $68. 60 $147 $110 $73 $120.00 
31.37 32.00 68.70 69.60 181 155 74 124.00 
32. 01 32.60 69.70 70.50 156 160 75 128. 00 
32.61 33.20 70.60 71.40 161 164 76 131. 20 
33.21 33.88 71.10 72.40 165 169 77 135.20 
33.89 34.10 72.10 73.30 170 174 78 139.20 
34.51 35 00 73.40 74.20 175 178 79 142.40 
38.01 38.80 74.30 78.20 179 183 80 146.40 
35.81 36.40 75.30 76.10 184 188 81 150.40 
36.41 37.08 76.20 77.10 189 195 82 154.40 
37.09 37.60 77.20 78.00 194 197 83 157.60 
37.61 38.20 78. 10 78. 90 198 202 84 161.60 
38.21 39.12 79.00 79.90 203 207 85 165.60 
39.13 39.68 80.00 60.80 208 211 86 168.80o 
39.69 40.33 80.90 81.70 212 216 87 172.80 
40.34 41.12 81.80 82.70 217 221 88 176.80 
41.13 41.76 82.60 83.60 222 225 89 180.00 
41.77 42.44 83.70 84.60 1226 230 90 184.00 
42.45 43.20 84.60 88.10 231 235 91 188.00 
43.21 43.76 .85.60 86.40 236 239 92 191.20 
43.77 44.44 86.10 87.30 240 244 93 195.20 
44.45 44.88 87.40 88.30 245 249 94 199.20 
44.89 48.60 88.40 89.20 250 253 95 202.40 

89.30 90.10 254 258 96 206.40 
90.'20 91.10 259 263 97 210.40 
91.20 92.00 264 207 98 213.60 
92.10 92.90 268 272 99 217.60 
93.00 93.90 273 277 100 221.60 
94.00 94.80 278 201 101 224.80 
94.90 98.680 282 286 102 228.80 
95.90 96.70 287 291 103 232.80 
96.80 97.60 292 295 194 236.90 
97.70 98.60 296 300 105 240.900 
98.70 99.10 301 305 106 244.900 
99.60 190.40 306 309 107 247.20 

190. 60 101.40 310 314 198 251.20 
101.80 192.30 315 319 109 254.900 
102.40 103.20 320 323 110 254.90 
103.30 194.20 324 328 III 254. 00 
104.30 105.10 329 333 112 254.00 
108. 20 106.90 334 337 113 254.00 
106.10 107.00 338 342 114 254.00 
107. 10 107.90 343 347 115 254.900 
198.00 108.10 348 351 116 254.00 

352 316 117 254.00 
357 361 118 254.00 
362 365 119 254.00 
366 370 120 254.00 
371 375 121 254.00 
376 379 122 254.00 
380 384 123 254.00
385 389 124 254.00 
390 393 125 254.00 
394 398 120 254.00 
399 400 127 254.00 
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TABLE FOR DETERMINING PRIMARYINSURANCEAMOUNTAND MAXIMUM 
FAMILYBENEFITS 

I II III IV V 

(Primary
(Primary inisurance benefit insurance 

under 1988 Act, au modified) amount (Average monthly wage) (Primaryinuru- (Maximum
under 1958 once amount) family benejtia)

Act, a. 

If ain inditiduol's prinai Or At. Or hi. average monthly And the mazi­
insurance benefit (a.:de- primary wage (a. determined under mum amountof 
termnined under subsec. insurance subsec. (b)) i.- The amount benefits payable
(d)) is-- amount referredto in the (a. promided in 

_______(as deter- ______ pedngaa- sec. £03 (a)) on 
mined under rai.otadth basis of his 

At least- But not more Bubsec. (c)) At leasi- Eut not more suscinsalwagesand self-
thana- i.- than- be- employment in­

come shall be­

----------ps 
1494 
144870 

00---------567 

48 
51.p68 69 

70 

544.00 
45.00 
48.00 

566.00 
67.50 
69.00 

14.49 15.00 4871 72 47.00 70.50 
15.01 15.60 4478 74 48.00 72.00 
15.61 16.10 45 75 76 49.00 73.50 
16.51 16.84 45 77 78 50.00 75.00 
16.8.5 17.60 47 79 80 51.00 76.50 
17.61 18.40 48 81 81 58.00 78.00 
18.41 19.54 49 82 83 53.00 79.50 
19.25 £0.00 50 84 85 54.00 81.00 
£0.01 £0.64 51 86 87 85.00 -82.50 
£0.65 21.28 so 88 89 85.00 84.00 
21.29 21.88 53 90 90 67.00 88.50 
21. 89 £2.38 54 91 92 58.00 87.00 
22.29 £2.68 85 93 94 59.00 88.50 
22.69 £8.08 56 95 96 00.00 90.00 
23.09 23.44 57 97 97 61.00 91.50 
23.45 23.76 58 98 99 62.10 93.28 
28.77 24.0 59 100 101 68.10 94.80 
84.21 34.60 60 102 102 64.£0 96.30 
24.61 25.00 61 108 104 65.30 98&00 
28.01 
28.49 

2$5.48 
25.92 

62 
63 

105 
107 

106 
107 

6,6.40 
67.50 

99.60 
101.30 

28.93 £6.0 64 108 109 68.50 102.80 
26.41 28. 9. 8 110 113 69.60 104.40 
26.95 27.4 66 114 118 70.70 196.10 
27.4 28.0 67 119 122 71.70 107.60 
28.0 28.68 68 128 1827 72.80 109.10 
£8.09 29.28 69 188 132 73.90 110.90 
59.2W 29.68 70 133 136 74.90 112.40 
£9.69 30.36 71 137 141 76.00 114.00 
80.37 30.92 72 142 146 77.10 116.80 
30.93 31.86 73 147 150 78.10 110.00 
31.37 32.00 74 151 155 79.10 124.00 
32.01 32.60 75 156 160 80.30 128.00 
38. 61 28.10 76 161 164 81.40 131.10 
28.21 28.88 77 165 169 85.40 128.10 
28.89 34.50 78 170 174 83.50 139.10o 
84.51 35.00 79 175 178 84.60 142.40 
28.01 35.80 80 179 183 85.80 146.40 
28.81 28.4 81 184 188 86.70 150.40 
36.41 37.082 169 193 87.80 15-4.40 
37.09 37.60 83 194 197 88.90 157.60 
37.61 38.20 84 198 £02 89.90 161.60 
38.21 38.12 85 208 207 91.00 168.60 
39.13 89.68 86 £08 o11 92.10 188.80 
39.69 40.28 87 21t 516 93.10 172.80 
40.34 41.12 88 217 £21 94.20 176.80 
41.13 41.76 69 522 228 95.10 180.00 
41.77 48.44 90 826 £80 96.60 140 
48.45 43.10 91 £81 £85 97.40 180 
45. 21 45.76 9£ £86 £39 98.50 191.10 
45.77 
44.4 

44.4 
44.8 

93 
94 

£040 
845 

£499.60 
249 100.60 

195.10 
199.20 

44.8 4560 95 250 £53 101.70 202.40 
96 £S6 258 105.50 506.40 
97 25 268 108.80 510.40 
98 56 567 104.90 813.6 
99 £68 675 108.00 817.60 

100 273 277 107.00 £81.60 
- 101 378 281 108.10 £84.80o 

£085 m 109.20 288 
108 287 £91 110.30 £88.80 
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM 

(Primary insurance benefit 
under 1989 Act, as modified) 

If an individual's primary
insurance benefit (as de-
termined under subsec. 
(d)) is-

______--______ 

At least- But not more 
than-

FAMILYBENEFITS-Conltnued 

II III 


(Primary
insurance 
.amount (Average monthly wage)


under 1958 

Act, as
 

modified)
 

Or l'is Or his average monthly
primary wage (as determined under 

insurance 8ubsec. (b)) is--
amount 

(as deter- ______-
mined under 
subsec. (c)) At least- But not more 

is- than-

$104 $892 $895 

105 296 B00 

106 801 805 

107 806 809 

108 810 814 

109 815 519 

110 880 888 

III 884 388 

118 589 888 

118 884 887 

114 888 548 

115 848 847 

116 848 851 

117 858 856 

118 857 861 

119 868 865 

180 866 870 

121 871 8175 

122 576 879 

188 880 884 

184 885 889 

185 890 898 

186 894 898 

127 899 408 


404 407 

408 412 

418 417 

418 421 

488 426 

427 481 

488 486 

487 440 

441 445 

446 480 

481 454 

465 459 

460 464 

465 468 

469 478 

474 478 

479 488 

488 487 

488 498 

498 496 

497 501 

608 506 

607 510 

511 515 

516 580 

581 584 

555 589 

580 584 

585 588 

589 548 

4544 548 

549 550 


IV 


(Primaryinsur-
once amount) 

The amount 
referred to in the 
precedingpara-
graphs of tJhis 

subsection shaUl 
be-

$111.80 
112.40 
118.50 
114.50 
115.60 
116.70 
117.70 
118.80 
119.90 
181.00 
188.00 
185.10 
184.80 
185.80 
186.80 
187.40 
188.40 
189.50 
180.60 
181.70 
1880.70 
188.50 
184.90 
185.90 
187.00 
188.00 
189.00 
140.00 
141.00 
142.00 
148.00 
144.00 
148.00 
146.00 
147.00 
148.00 
149.00 
150.00 
151.00 
158.00 
158.00 
154.00 
155.00 
156.00 
157.00 
158.00 
159.00 
160.00 
161.00 
168.00 
168.00 
164.00 
165.00 
166.00 
167.00 
168.00 

V
 

(Maximum 
family benefits) 

And tI~e maxi­
mnum amount of 
benefits payable 

(ais provided in 
sec. 208 (a)) on 
the basis of his 
wages and self-
employment in­
come shall be­

$86. 00 
240.00 
844.00 
247.80 
851.80 
255.80 
858.40 
868.40 
866.40 
869. 60
 
878.60 
877.60 
880.80
 
284840
 
288.80
 
898.00 
896.00 

986.00 
299.60 
801.60 
808.60 
805.80 
807.80 
809.80o 
810.80 
818.80 
814.80 
816.40 
818.40 
880.40 
888.40 
884.00 
888.00 
888.00 
889.60 
861.60 
888.50 
885.80 
887.80 
889.80 
840.50 
848.80 

s 
8~40 
8540
 
850.40 
858.00 
854.00 
856.00 
857.60 
859.60
 
816
 
868.80 
8 65.80 
867.80 
868.00 
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Average Monthly Wage 

(b) (1.) For the purposes of column III of the table appearing in 
subsection (a) of this section, an individual's "average mnontl wage" 
shall be the quotient obtained by dividing­

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

(B) the number of months in such years. 
(2) (A) The number of an individual's "benefit computation years" 

shall be equal to the number of elapsed years (determined under para­
graph (3) of this subsection), reduced by five; except that the number 
of an individual's benefit computation years shall in no case be less 
than two. 

(B) An individual's "benefit computation years" shall be those com­
putation base years,, equal in number to the number determined under 
subparagraph (A), for which the total of his wages and self-employ­
ment income is the largest. 

[(C) For the purposes of subparagraph (B), "computation base 
years" include only caendar years occurring­

(i) after December 31, 1950, andF ii) prior to the year in which the individual became entitled 
to old-age insurance benefits or died, -whichever first occurred;
 

except that the year in which the individual became entitled to old-age
 
insurance benefits or died as the case may be, shall be included as a
 
computation base year if the Secretary determines, on the basis of evi­
dence available to him at the time of the computation of the primary
 
insurance amount for such individual, that t~he inclusion of such year
 
would result in a higher primary insurance amount. Any calendar
 
year all of whieh is included in a period of disability shall not be in­
cluded as a computation base year.]
 

(C) For purposes of 8ubparagraph(B), "computation base years" 
include only calendar years in the period after 1950 and priorto the 
earlierof the following years­

(i) the year in which occurred (whether by reason Of sectwon 
~202d(j) (1) or otherwise) the first month for which the individual 
was entitledto old-age insurancebenefits, or 

(ii) the yearscceeding the yearin which he died. 
Any calendar year all of which is included in a period of disability 
shazll not be included as a computation base year. 

(3) For purposes of paragraph (2), the number of an indi­
vidual's elapsed years is the number of calendar years after 1950 (or, 
if later the year in which he attained age 21) and before-

k (A) in the case of a woman, the year in which she died or (if 
earlier) the first year after 1960 in which she both was fully 
insured and had attained age 62, 

[(B) in the case of a man who has died, the year in which he 
died or (if earlier) the first year after 1960 in which he both was 
fully insured and had attained age 65, or 

,[(C) in the case of a man who has not died, the first year after 
1960 in which he attained (or -would attain) age 65 or (if later) 
the first year in which he was fully insured.] 

(A) in the case of a woman, the year in which she died or, if it 
occurred earlier but after 1960, the year in which she attained 
age 62, 
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(B) in the case of aman who has died, the year in which he 
died or, if it occurred earlierbut after 1960, the year in which he 
attainedage 65, or 

(C) in the case of a man who has not died, the year occurring 
after 1960 in which he attained (or would attain) age 65. 

For purposes of the preceding sentence, any calendar year any part of 
which was included in a period of disability shall not be included in 
such number of calendar years. 

:[(4) The provisions of this subsection shall be applicable only in 
the case of an individual with respect to whom not less than six of the 
quarters elapsing after 1950 are quarters of coverage, and­

[(A) who becomes entitled to benefits after December 1960 
under section 202(a) or section 223; or 

[(B) who dies after December 1960 without being entitled to 
benefits under section 202 (a) or section 223; or 

[(C) who files an application for a recomjputation under sub­
section (f) (2) (A) after December 1960 and is (or would, but for 
the provisions of subsection (f) (6), be) entitled to have his 
primary insurance amount recomputed under subsection (f) (2)
(A);o

[(D who dies after December 1960 and whose survivors are 
(or would, but for the provisions of subsection (f) (6), be) en­
titled to a recomputation of his primary insurance amount under 
subsection (f ) (4).]3

(4)The provisions of this subsection shall be applicable,only in the 
caseof anindividual-­

(A) who becomes entitled, after December 1965, to benefit8 
under8ection 202 (a) or secetion2232; or 

(B) who dies after December 1965 without being entitled to 
benefits under section20 (a) or section023; or 

(C) whose primary insuranceammount is required to be recoin-
pitted under subsection (f) (2f), as amended by the Social Security 
Amendmnent8 of 1965; 

execept that it shall not apply to any such individual for purposes of 
monthly benefit for months blefore January1966. 

[(5) In the case of any individual­
[(A) to whom the provisions of this subsection a-re not made 

appicable by paragraph (4), but aaa 
[()()prior to 1961, met the requirements of thispagrh

(including subparagraph (E) thereof) as in effect pirto the 
enactment of the Social Security Amendments of 1960, or (ii) 
after 1960, meets the conditions of subparagraph (E) of this 
paragraph as in effect prior to such enactment. 

then the provisions of this subsection as in effect prior to such enact­
ment shall apply to such individual for the purposes, of column III 
of the table appearing in subsection (a) of this section.] 

(5) For the purposes of column III of the table appearingin sub­
section (a) of this section, the provisions of this subsection, as in effect 

pro'r to the enactment of the Social Security Amendments of 1965, 
shall apply­

(A) in the case of an individual to whom, the provisions of 
this subsection are not made applicable by paragraph (4), but 
,who, on or.after the date of the enactment of the Social Security 
Amendments of 196-5 and prior to 1966. met the requirements Of 
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this paragraph or paragraph (4), as in effect prior to 8uch 
enactment, and 

(B) with respect to monthly benefl~ts for months before Jan­
uary 1966, in the case of an individual to whom the prvisions of 
this 8ubsection are made applicable by paragraph(4).o 

[Primary Insurance Amount Under 1954 Act 

[(c) (1) For the purposes of column II of the table appearing in 
subsection (a) of tis section, an individual's ?'rimiary insurance 
amount shall be conuted asprovided in, and subjet to the limita­
tions specified in,7(A this setion as in effect prior to the enactment 
of the Social Security Amendments of 1958, and (B) the applicable 
provisions of the Soci al Security Amendments of 1954. 

[(2) The provisions of this subsection shall be applicable only in 
the.case of an individual­

[(A) who became- entitled to, benefits under section 202 (a) or 
section 223 or died prior to January 1959, and 

[(B) to whom the provisions of neither paragraph (4) nor 
paragraph (5) of subsection (b) are applicable.3 

Primary Insurance Amount Under 1958 Act, as Modified 

(c) (1) For the, purposes of column II of the table appearing in 
subsection (a) of this section, an individual's .nary ?insurance 
amount shall be computed as provided in, and subjecet to the limita­
tions specifled, (A) this section as in effect prior to the enactment of 
the Social SecurityAmendments of 1965, and 

(B) the applicable provisions of the Social Security Amendments. 
of 1960. 

(2) The provisions of this subsection shall be applicable only in 
the case of -an individualwiho became entitled to bene#8t under sec­
tion 202d(a) or section 2923 before the date of enactment of the Social 
Security Amendments of 1965 or who died before such date. 

Primary Insurance Benefit Under 1939 Act 

(d) (1) For the purposes of column I of the table appearing in 
subsection (a) of this section, an individual's primar~ insurance 
benefit shall be computed as provided in this title as in effect prior to 
the enactment of the Social Security Act Amendments of 1950, except 
that,­

(A) In the computation of such benefit, such individual's 
average monthly wage shall (in lieu of being determined under 
section 209(f) of this title as in effect prior to the enactment of 
such amendments) be determined as provided in subsection (b) 
of this section (but without regard to paragraphs (44)and (5)
thereof), except that for the purposes of paragraph s [(2) (C) 
(i) and (3),(A) (i) (92) (C) and (73) of subsection (b), [Iecem­
ber 311, 1936,] 1936 shall be used instead of [December 31, 1950] 
19530. 

(B For purposes of such computation, the date he became en­
titled to old-age insurance benefits shall be deemed to be the date 
he became entitled to primary insurance benefits. 
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(C) The 1 per centum addition provided for in section 209 
(e) (2) of this Act as in effect prior to the enactment of the Social 
Security Act Amendments of 1950 shall be applicable only with 
respect to calendar years prior to 1951, except that any wages 
paid in any year prior to such year all of which was included 
in a period of disability shall not be counted. 

(D) The provisions of subsection (e) shall be applicable to 
such computation. 

(2) The provisions of this subsection shall be applicable only in 
the case of an individual­

(A) with respect to whom at least one of the quarters elapsing 
prior to 1951 is a quarter of coverage; 

(B) who meets the requirements of any of the subparagraphs 
of paragraph (4) of subsection (b) of this section; and 

(C) who attained age 22 after 1950 and with respect to whom 
less than six of the quarters elapsing after 1950 are quarters of 

(coverage, or~who attained such age before 1951. 
() The provisions of this subsection as in effect prior to the enact­

ment of the Social Security Amendments of [1960]1 1965 shall be 
applicable in the case of an individual who meets the requirements of 
subsection (b) (5) (as in effect after such enactment) [but without 
regard to whether such individual has six quarters of coverage after 
1950]. 

Certain Wages and Self-Employment Income Not To Be Counted 

(e) For the purposes of subsections (b) and (d) ­
(1) in computing an individual's average monthly wage there 

shall not be counted the excess over $3,600 in the case of any 
calendar year after 1950 and before 1955, the excess over $4,200 
in the case of any calendar year after 1954 and before, 1959, ][and 
the excess over $4,800 in the case of any calendar year after 1958] 
the excess over $4,800 in the case of any calendar year after 1958 
and before 1966 and the eixcess over $6,600 in the ea-se of any cal­
endaryear after 1965 of (A) the wages paid to him in such year, 
plus (B) the self-employment income credited to such year (as 
determined under section 212) ; and 

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

[ (3) if an individual has self-employment income in a taxable 
year which begins prior to the calendar year in which he becomes 
entitled to old-age insurance benefits and ends after the last daX 
of the month preceding the month in which he becomes so entitle 
his self-employment income in such taxable year shall not be 
counted in determining his benefit computation years, except as 
provided in subsection (f) (3) (C).]3 

Recomputation of Benefits 

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

[(2) (A) U-pon applicationfliled afterl1960 by an individual entitled 
to old-age insurance'benefits, the Secretary shall recompute his primary
insurance amount If­

[ (i) he has not less than six quarters of coverage in the period
after 1950 and prior to -thequarter in which such application is 
filed, 

[ (ii)~he has -wages and self-employment income of more than 
$1,200 in a calendar year which occurs after 1953 (not taking into 
accunt any year prior to the calendar year in which the last pre­
vious recomputation, if any, of -his primary insurance amount was 

effctie)nd fte th yar in which he became (without the 
appicaionofsecion262j)(1) entitled to old-age insurance 
benfit orfied orrecomputatilon (to which he isn aplcaton

entitld udrsection 102(c ()(B) or 102(f) (2) (B) of -the 
Social SeuiyAmendment o1954, whichever of such events 
is the laetI n 

[,(iii)i efie such application after such calendar year referred 
to in cluse (ii) in -which he had such wages and self-employment
income. 

Such recompuitation. shall be effective for and after the twelfth month 
before -themonth in which he filed such application for recomputation
but in no event earlier t'han the month following such calendar year re­
ferred to -in clause (ii). For the purposes of this su~bpaxara~ph an in-
dividual's self-employment income shall be allocated to calender quar­
ters in accordance -withsection 212. 

[(B) A recomputation pursuant to subparagraph (A) shall be 
made­

[(i) only -asprovided in subsection (a) (1), if the provisions of 
subsection (b), as amended by the Social Security Amendments 
of 1960, were applicable to the last previous computation of the 
individual's primary insurance amiount, or 

[(ii) as prvded in subsection (a) (1) and (3), in all other 
cases. 

Such recomputation shall be made as though the individual became 
entitled to old-aye insurance benefits in the month in which he filed 
the application or such recomputation, except that if clause (i) of 
this subparagraph is applicable to such recoinputation, the compu­
tation base years referred to in subsection (b) (2) shall include only
calendar years occurring prior to the year in which he filed his appli­
cation for such recomputation.]

(2) 'Withrespect to eachyear­
~A)which begins after December 31, 1964, and 

Bfor any part of which -anindividual is entitled to old-age
insurance benefits, 

the Secretary shall, at such time or times and within such period as 
he may by regulations prescribe, recompute the primary insurance 
amount of such indiVidual. Such recoimpuation shall be made­

(C)t as poided in subsectumn (a) (1) and (3) if such year
is eiter the year in which he became entitled to such old-age in­
surance benefit8 or the yearprecedingsuch year,or 

(D) as provided in subsection (a) (1) in any other case; 
and in all cases such recomputation shall be made as though the year
with respect to which such recomputation is made is the last year of 
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the period specified in paragraph(2) (C) of subsection (b). A ye-
computation under this paragraphWith reepeCt to any year shall be 
effective­

(E) in the case of an individualwho did not die in 8uch year,
for -monthly benefit8 beginning with benefit8 for Januaryof the 
following year; or 

(F) in the case of an individualwho died in such year (includ­
i'ng anyindividualwhose increasein his8primaryinsuranceamount 
is attributableto compensation which, upon his death, is treated 
as remuneration for employment under section~205 ()), for 
monthly benefit beginning with beneflts for the month in which 
he died. 

[(3) (A) Upon application by an individual­
[(i) who became entitled to old-age insurance benefits under 

section 202 (a) after December 1960, or 
[(ii) whose primary insurance amount was recomputed as 

provided in paragraph (2) (B) (ii) of this subsection on the basis 
of an application filed after December 1960,

the Secretary shall recompute his primary insurance amount if such 
application is filed after the calendar year in which he became entitled 
to old-age insurance benefits or in which he filed application for the 
recomputation of his primary insurance amount under clause (ii) of 
this sentence, whichever is the later.. Such recomputation under this 
subparagraph shall be made as provided in subsection (a) (1) and 
(3) of this section, except that such individual's computation base 
years referred to in subsection (b) (2) shall include the calendar year
referred to in the preceding sentence. Such recomputation under this 
subparagraph shall be effective for and after the first month for which 
his last previous computation of his primary insurance amount was 
effective, but in no event for any month prior to the twenty-fourth
month before the month in which the application for such recomputa­
tion is filed. 

[(B) In the case of an individual who dies after December 1960 
and­

[ (i) who, at the time of death was not entitled to old-age. insur­
ance benefits under section 202 (a), or 

[(ii) who became entitled to such old-age insurance benefits 
after December-1960, or 

[(iii) whose primary insurance amount was recomputed under 
paragraph (2) ofthis subsection on the basis of an application
filed after December 1960, or 

[(iv) whose primary insurance amount was recomputed under 
paragraph (4) of this subsection, 

the Secretary shall recompute his primary insurance amount upon the 
filing of an application by a person entitled to monthly benefits or a 
lump-sum death payment on the basis of such individual's wages and 
self-employment income. Such recomputation shall be made as pro­
vided in subsection (a) (1) and (3) of this section, except that such 
individual's computation base years referred to in subsection (b) (2)
shall include the calendar year in which he died in the case of an mndi­
vidual who was not entitled to old-age insurance benefits at the time of 
death or whose primary insurance amount was recomputed under 
paragraph (4) of this subsection, or in all other cases, the calendar 
year in which he filed his application for the last previous computation 
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of his primary insurance amount. In the case of monthly benefits, 
such recomputation shall be effective for and after the month in which 
the person entitled to such monthly benefits became so entitled, but in 
no event for any month prior to the twenty-fourth month before the 
month in which the application for such recomputation is filed. 

[(C) In the case of an individual who becomes entitled to old-age
insurance benefits in a calendar year after 1960, if such individual has 
self-employment income in a taxable year which begins prior to such 
calendar year and ends after the last day of the month preceding the 
month in which he became so entitled, the Secretary shall recompute
such individual's primary insurance amount after the close of such 
taxable year and shall take into account in determining the individual's 

benfitcomutaionyeas olysuch self-employment income in such 
taxaleearas i crditd, ursuant to section 212, to the year pre­
cednghe earin hic hebecame so entitled. Such recomputation
shal b efecivefo an aferthe first month in which he became en­

titled to old-age insurance benefits. 
[(4) Upon the death after 1960 of an individual entitled to old-age 

insurance bnefits, if any person is entitled to monthly benefits, or to a 
lump-sum death payment, on the basis of the wages and self-employ 
ment income of such individual, the Secretary shall recompute the 
decedn' pmayisrnemotbut only if.­

[(A)thedecden wold avebeen entitled to a recomputa­
tionundrpragrph 2) A) if he had filed application therefor 
in te moth i whih hedie; or 

E(B) the decedent during his lifetime was paid compensation
which was treated under section 205(o) as remuneration for em­
ployment.

If the recomputation is permitted by subparagraph (A) the recompu­
tation shall be made (if at all) as though he had ifiled application for a 
recomputation under paragraph (2) (A) in the month in which he 
died. If the recomputation. is permitted by subparagraph (B), the 
recomputation shall take into account only the wages and self -employ­
ment income which were considered in th~e last previous computation
of his primary insurance amount and the compensation (described in 
section 205(o) paid to him in the years inwhich such w~ages were paid 
or to which such self-employment income was credited. If bothi of 
the preceding sentences are applicable to an individual, only the re­
computation which results in the larger primary insurance amount 
shall be made.]

[(5)1(3) (5) In the case of any individual who became entitled to 
old-age insurance benefits in 1952 or in a taxable year which began in 
1952 (and without the application of section 202(j) (1)), or who died 
in 1952 or in a taxable year which began in 1952 but did not become 
entitled to such benefits prior to 1952, and who had self-employment
income for a taxable year which ended within or with 1952 or which 
began in 1952, then upon application filed by such individual after the 
close of such taxable year and prior to January 1961 or (if he died 
without filing such application and such death occurred prior to Jan­
ua~ry 191 ya person entitled to monthly benefits on the basis of such 
indivdalsWages and self-emnploymrent income, the Secretary shall 
recomute sc individual's primary insurance amount. Such recoin­
putaton shall be made in the manner provided in the preceding sub­
sections of this section (other than subsection (b) (4) (A)) for coin­
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lputation~of such amount, except that (A) the self-employment income 
closing date shall be the day following the quarter with or within which 
such taxable year ended, and (B) the self-employment income for any
subsequent taxable year shall not be taken into account. Such re­
computation shall be effective (A) in the case of an~application filed 
by such individual, for and after the first month in whlich he became 
entitled to old-age insurance benefits, and (1B) in the case of an applica­
tion filed by any other person, for and after the month in which such 
person who filed such application for recomputation. became ent~itled 
to such monthly benefits. No recomputation under this paragraph 
pursuant to an application filed after such individual's death shall 
affect the amount of the lump-sum death payment under subsection 
(i) of section 202, and no such recomputation shall render erroneous 
any such payment certified by the Secretary prior to the effective date 
of the recomputation.

[ (6)]3 (4) (6) Any recomputation under this subsection shall be ef­
fective only if such recomputation results in a higher primary insur­
ance amount. 

1(7) (A) In the case of a man who attains age 65 and who became 
entitled to old-age insurance benefits before the month in which he 
attains such age, his primary insurance amount shall, be recomputed 
as provided in sufbsection (a) as though he became entitled to old-age 
insurance benefits in the month in which he attained age 65, except
that his computation base years referred to in subsection (b) (2) shall 
include the year in which he attained age 65. Such recomputation 
shall be effective for And after the month in which he attained age 65. 

[ (B) In the case of a man who became entitled to old-age insurance 
benefits and died before the month in which he attained, age 65, the 
Secretary shall, if any person is entitled to monthly insurance benefits 
or a lump-sum death payment on the basis of the wages and self -em­
ployment income of the decedent, recompute his primary insurance 
amount as provided in subsection (a) as though he became entitled 
to old-age insurance benefits in the month in which he died; except
that (i) his computation base years referred to in subsection (b) (2)
,,hall include the year in wh~ic he died, and (ii) his elapsed years
referred to in subsection (b) (3) shall not. include the year in which 
he died or any year thereafter. In the case of monthly insurance 
-benefits, such recomputation of a man's primary insurance amount 
shall be effective for and after the month in which he died.] 

Rounding of Benefits 

(g) The amount of any primary insurance amount and the amount 
of any monthly benefit computed under section 202 or 223 which (after
reduction under section 203 (a) and deductions under section 203 (b)) 
is not a multiple of $0.10 shall be raised to the next higher multiple
of $0.10. 

(h) (1) Notwithstanding the provisions of the Civil Service Retire­
ment Acet, remuneration paid for service to which the provisions of 
section 210 (1) (1) of this Act are applicable and which is performed 
by an individual as a commissioned officer of the Reserve Corps of the 
Public Health Service prior to July 1, 1960, shall not be included in 
computing entitlement to or the amount of any monthly benefit under 

49-643 0-6&.-pt. 2----'7 
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this title, on the basis of his Wages and self-employment income, for 
any month after June 1960 and prior to the first month with respect 
to which the Civil Service Commission certifies, to the Secretary that, 
by reason of a waiver filed as provided in paragraph (2), no further 
annuity will be paid to him his wife, and his children, or if he has 
died, to his widow and children, under the Civil Service Retirement 
Act on the basis of such service. 

(2) In the case of a monthly benefit for a month prior to that in 
which the individual, on* whose wages and self-employment income 
such benefit is based, dies, the waiver must be filed by such individual; 
and such waiver shall be irrevocable -and shall constitute a waiver on 
behalf of himself, his wife, and his children. If such individual did 
not file such a waiver before he died, then in the case of a benefit. for 
the month in which he died or any month thereafter, such waiver must 
be filed by his widow, if any, and by or on behalf of all his children, 
if any; and such waivers shall be irrevocable. Such a waiver by a 
child shall be filed -byhis legal guardian or guardians, or, in the absence 
thereof, by the person (or persons) who has the child in his care. 

Other Definitions
 
Sec. 216. For the purposes of this title-­

Wife 
(b) The term "wife" means the wife of an individual, but only if 

she (1) is the mother of his son or daughter, (2) was married to him 
for a period of not less than one year immediately preceding the day 
on which her application is filed, or (3) in the month prior to the 
month of her marriage to him (A) was entitled to, or on application
therefor and attainment of age 62 in such prior month would have been 
entitled to, benefits under subsection E(e) or] (b),9 (e), or (h) of sec­
tion 202, [or] (B) had attained age eighteen and was entitled to, or 
on application therefor would have been entitled to, benefits under 
subsection (d) of suclh section (subject, ho~wever to 8ection 20O2 (8)), 
or (C) 'wa8 entitled to, or u~pon applicationtherefor and attainument of 
the required age (if any) would halve been entitled to, a widow'8, 
child'8 (after attainment of age 18), or parent's insurance annuity 
under 8ection 5 of the RailroadRetiremnent Act of 1937, as amended 

Widow 
(c) The term "widow" (except when used in section 202(i) ) means 

the surviving wife of an individual, but only if (1) she is the mother of 
his son, or daughter, (2) she legally adopted his son or daughter while 
she was married to him and while such son or daughter was under the 
age of eighteen, (3) he legally adopted her son or daughter while she 
was married to him and while such son or daughter was under the 
age of eighteen, (4) she was married to him at the time both of them 
legally adopted a child under the age of eighteen, (5) she was married 
to him for a period of not less than one year immediately prior to the 
day on which he died, or (6) in the month prior to the month of her 

marrage (A)she application theref oro hi as entitled to, or an 
and ttaimen ge pirmonth would have been en-titledof 2 insuc 

to, eneits nde susecton (e)olr] (b), (e), or (h) of section 202, 
[or](B)shehad ttanedage eighteen and was entitled to, or on 
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,application therefor would have been entitled to, benefits under sub­
section (d) of such section (subject, howvever, to sect~on £O2(s)), or 
(0) she -wasentitled to, or upon application therefor and attainment 
of the required age (if any) uwould~have been entitled to, a, wjdow'8
child's (after attainment of age 18), or parent's insurance annuity
under section 5 of the RailroadRetirement Act of 19397, as; amended. 

Former Wife Divorced 

[(d) The term "former wife divorced" means a woman divorced 
from an individual, but only if (1) she is the mother of his son or 
daughter, (2) she legally adopted his son or daughter while she was 
married to him and while such son or daughter was under the age of 
eighteen, (3) he legally adopted her son or daughter while she was 
married to him and while such son or daughter was under the age of 
eighteen, or (4) she was: married- to him at the time both of them 
legally adopted a child under the age of eighteen.] 

Divorced Wives; Divorce 

(d) (1) The term~"divo'rced wife" means a woman divorced from 
an individual,but only if she had been marriedto such individualfor 
a period of 20 years immnediately before the date the divorce became 
effective. 

(2) The term "surviving divorced 'wife" m-eans a woman divorced 
from an individualwho has died, but only if she had been married to 
the individual for arpriodof £0 years immnediately before the date 
the divorcebecam efective. 

(3) The term "surviving divorcedmother" means awoman divorced 
from an individualwho has died but only if (A) she is the mother 
of his son or daughter, (B) she jegally adopted his son or daughter
while she was married to him and while such son or daughter was 
under the age of 18, (C) he legally adopted her son or daughter while 
she was married to him and while such son or daughterwas under the 
age of 18, or (D) sh-e was married to him at the time both of them 
legally adopteda child underthe age of 18. 

(4) The terms "divorce" and "divorced" refer to adivorce a vineulo 
matrim~onii. 

Child 

(e) The term "child" means (1) the child or legally adopted child 
of an individual, and (2) a stepchild who has been such stepchild for 
not less than one year imnmediately preceding the day on which applica­
tion for child's insurance benefits is filed or (if the insured individual 
is deceased) the day on which such individual died. For purposes of 
clause (1), a person shall be deemed, as of the date of death of an in­
dividual, to be the legally adopted child of such individual if such per­
son was at the time of such individual's death living in such individ­
ual's household and was legally adopted by such individual's surviving 
spouse after such individual's death but before the end of two years
after the day on which such individual died or the date of enactment 
of this Act; except that this sentence shall not apply if at the time of 
such individual's death such person was receiving regular contribu­
tions toward his support from someone other than such individual or 
his spouse, or from any public or private welfare organization which 
furnishes services or assistance for children. For purposes of clause 
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(2), a person who is not the stepchild of an individual shall be deemed 
the stepchild of such individual if such individual was not the mother 
or adopting mother or the father or adoptixig father of such person and 
such individual and the mother or adopting mother, or the father 
or adopting father, as the case may be, of such person went through 
a marriage ceremony resulting in a purported marriage between them 
which, but for a legal impediment described in the last sentence of sub­
section (h) (1) (B), would have been a valid marriage. 

Husband 

(f) The term "husband" means the husband of an individual, but 
only if (1) he is the father of her son or daughter, (2) he was married 
to her for a period of not less than one year immediately preceding the 
day on which his application is filed, or (3) in the month prior to the 
month of his marriage to her (A) he was entitled to, or on applica­
tion therefor and attainment of age 62 in such prior month would have 
been entitled to benefits under subsection (f) or (h) of section 202, 
[or] (B) he had attained age eighteen and was entitled to, or on ap­
plication therefor would have been entitled to, benefits under subsec­
tion (d) of such section (8ubject, however, to section 20~2 (s) ), or (C)
he was8 entitled to, orupon applicationtherefor and attainment of the 
required age (if any) he would have been entitled to, a widower'8, 
child's (after attainment of age 18), or parent'8 insurance annuity
under 8ectwon 5 of the RailroadRetirement Act of 1937, as amended. 

Widower 

(g) The term "widower" (except when used in section 202 (i) means 
the surviving husband of an individual, but only if (1) he is the father 
of her son or daughter, (2) he legally adopted her son or daughter
while he was married to her and while such son or daughter was under 
the age of eighteen, (3) she le~gally adopted his son or daughter while 
he was married to her and while such son or daughter was under the 
age of eighteen, (4) he was married to her at the time both of them 
legally adopted a child under the age of eighteen, (5) hie was married 
to her for a. period of not less thiui one year immediately prior to the 
day on which she died, or (6) in the month before the month of his 
marriage to her (A) he was entitled to, or on application therefor and 
attainment of age 62 in such p~rior month wonld have been entitled 
to, benefits under subsection f) or (h) of section 202 [or] (B) he 
had attained age eighteen and was entitled to, or on application herefor 
would have been entitled to, benefits under subsection (d) of such 
section (8ubject however, to section 92023(s)), or (C) he was entitled 
to, or on application therefor and attainment of the required age
(if any) he would have been entitled to, a widower's, child'8 (after
attainmentof age 18), or parent's insurance annuity under section 5 
of the RailroadRetirement Act of 1937, as amended. 

Determination of Family Status 

(h) (1) (A) An applicant is the wife, husband, widow, or widower 
of a fully or currently insured individual for purposes of this title if 
the courts of the State in which such insured individual is domiciled 
at the times such applicant, files an application, or, if such insured indi­
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vidual is dead, the courts of the State in which he was domiciled at 
the time of death, or, if such insured individual is or was not so domni­
ciled in any State, the courts of the District of Columbia, would find 
that such applicant and such insured individual were validly mnarried 
at the time such applicant files such aI~lplicatio1n or, if such insured 
individual is dead, at the time he died. If such courts would not 
find that such applicant and such insured individual were validly 
married at such time, such applicant shall, nevertheless be deemed 
to be the wife, husband, widow, or widower, as the case may be, of 
such insured individual if such applicant would, under the laws 
applied by such courts in determining the devolution of intestate per­
sonal property, have. the same status with respect to the taking of 
such property as -a wife, husband, widow, 'or widower of such insured 
individual. 

(B) In an~y case where under subparagra ph (A) an applicant is not 
(and is not deemed to be) the wife, widow, husband, or widower of a 
fully or currently insured individual, or, where under subsection (b), 
(c), (f), or (g) such applicant is not the wife, widow, husband, or 
wvidower of such individual, but it is established to the satisfaction of 
the Secretary that such applicant in good faith went through a mar­
riage ceremony with such individual resulting in aupred mar­
riage between them which, but for a.legal impediment not known to the 
applicant at the ti'me of-such ceremony, would have been a valid mar­
riage, and such applicant and. the insured individual were livn 'in 
the same household at the time of the death of such insured indiidal 
or (if such insured individual is living) at the time such applicant files 
the app lication, then, for purposes of subparagraph (A) and subsec­
tions '(b, (c), (f) -and (g) ,such purported marriage shall be deemed 
to be a valid - marriage. The provisions of the preceding sentence 
shall not apply (i) if-another person is or has been entitled to a benefit 
under subsection (b), (c), (e), (f), or- (g) of section 202 on the basis 
of the wages and self-employment income of, such insured individual 
and such other person is (or is deemed to be) a wife, widow, husband, 
or widower of such insured individual under subparagraph (A) at 
.the time such applicant files the application, or (ii) if the Secretary 
determines, on the basis of information 'brought to his attention, that 
such applicant entered into such purported marriage with such in­
sured individual with knowledge that it would not be at valid marriage. 
The entitlement to a monthly benefit under subsection (b), (o), (e),9 
f ), or (g) of. section 202, based on 'the wages and self-employment 

income of such insured individual, of ai person who would not be 
deeftied to be 'a wife, widow, husband, or widower of such insured in­
dividual but for this subparagraph,. shall end with the month before 
the month (i) in which the Secretary certifies, pursuant to section 205 
(i),9 that another person is entitled to a benefit. under subsection (b),9 

(c) (e,(),or g) f scton 202 on the basis of the wages and self ­
emplymet icomeof uchinsured individual, if such other person 
is 'orisdeeed o e) hewife, widow, husband, or widower of such 

insued ndiidul uner ubpragaph(A),9 or (ii) if the applicant 
is entitled to a monthly benei une usection (b) or (c) of section 
202, in which such applicant entered into a marriage, valid without re­
gard to this subparagraph, with a person other than such insured 
individual. For purposes of this subparagraph,ia legal impediment to 
the validity of a purported marriage includes only an inpediment (i) 
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re~sultin~g from the lack of dissolution of a. previous marria~ge or other­
wise arising out of such previous mrieorts dissolution7 r(i 
resulting frmn a defect in the procedur folwdin connection with 

suhpurported marriage.
(2)(A)Indetermining whether an applicant is the child or parent

of a fully or currently insured individual for purposes of this tit-le, the 
Secretary shall apply such law as would be applied in determi.ning the 
devolution of intestate personal prorrty by the courts of the State 
in which such insured individual is domiciled at the time such appli­
cant files application, or, if such insured individual is dead, by the 
courts of the State in which he was domiciled at the time of his death,
or,1 if such insured individual is or was not so domiciled in any State,
by the courts of the District of Columbia. Applicants who according 
to such law would have the same status relative to taking intestate 
personal property as a child or parent shall be deemed such. 

(B) If an applicant is a son or daughter of a fully or currently
insured individual but is not (and is not deemed to be) the child of 
such insured individual under subparagraph (A), such applicant shall 
nevertheless be deemed to be the child of such insured individual if 
such insured individual and the mother or father, as the case may be,
of such. applicant went through a marriage ceremony resulting in a 
Purported marriage between them which, But for a legal impediment
described in the last sentence of paragraph (1) (B), would have been 
a valid marriag.'

(3) An app icantwho is the son or daughterof a fully or currently
insuredindividual,but who is not (and is not deemed to be) the child 
of such insured individual under paragraph (2), 8hall nevertheless 
be deemed to be the child of 8uch. insured individualif: 

(A) in the case of an insured individual entitled to old-age 
snsurance benefits (who was not, in the month preceding such en­
titlement, entitled to disabilityinsurance benefits)­

(i) such insured individual­
(I) has ackno~wledge in writing that the applicant

is his son or daughter, 
(II) has been decreed by a court to be the father of 

the applicant,or 
(111) has been ordered by a court to contribute to the 

supportof the apiatbcueteapiati i o 
or daughter, apiatbcueteapiati i o 

and such acknowledgement, court decree, or court order uwas 
made not less than one year before such insured individual 
became entitled to old-age insurance benefits or attainedage
66, whichever is earlier;or 

(ii) such insured individ~utrl is shown by evidence satis­
factory to the Secretary to be the father of the applicant
and was living with or contributing to the support of the 
applicantat.the time such insuredindividual becante entitled 
to benefits or attained age 65, whichever first occurred;
(B) in the case of an insuredindividualentitled to disability

insurance benefits, or who was entitled to such benefits in the 
month preceding the first month for which he wazs entitled to old-
age insurancebenefits­

(i) such insuredindividual­
(1) has acknowledged in writing that the applicantis 

his son or daughter, 
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(II) has been decreed-by a court to be the father of 
the applicant,or 

(Iil has been ordered by a court to contribute to the 
support of the applicantbecaume the applicant is his 8on 

ordaughter,
and such acknowledgmtent, court decree, or court order was 
made before such insured.individual'smos8t recent period of 

(ii)sucinuredindvidalis shown by evidence satis­
facorytohe ecrtar tobe the father of the applicantand 
waslivng ontibuingtothe support of that appli­ithor 


cant at the time such iaiiybgn

(C) in the case of a decaeinvdul 

(i) such insuredindividual.­
(I) had acknowledged in writing that the applicant

i is son ordaughter, 
(II) had been decreed by a court to be the father of 

the applicant,or 
VIII) had been ordered by a court to contribute to 

the support of the applicantybecausethe applicant was 
his son or daughter, 

and such acknowledgement, court decree, or court order was 
Made before the death of such insured individual, or 

(ii) such insured individual is shown by evidence satis­
factory to the Secretary to have been the father of the ap­
plicant, and such insured individual was living with or con­
tributing to the 8upeoort of the applicant at the time such 
insured individual died. 

Disability; Period of Disability 

(i) (1) Except for purposes of section 202(d), 223, [and 225, the 
term "disability" means (A) inability to engage in any substantial 
gainful activity by reason of any medically determinable physical or 
mental impairment which can be expected to result in death [or to be 
of long-continued and indefinite duration] or has lasted or can be ex­
pected to last for a continuous period of not less than 1~2 calendar 
months, or (B) blindness; and the term "blindness" means central 
visual acuity of 5/200 or less in the better eye with the use of a correct­
ing lens. An eye in which the visual field is reduced to five degrees or 
less concentric contraction shall be considered for t~he purpose of this 
paragraph as having a central visual acuity of 5/200 or less. An indi­
vidual shall not be considered to be under a disability unless he fur­
nishes such proof of the existence thereof as may be required. Nothing 
in this title shall be construed as authorizing the Secretary or any other 
officer or employee of the United States to interfere in any way with 
the practice of medicine or with relationships between practitioners of 
medicine and their patients, or to exercise any supervision or control 
over the administration or operation of any hospital. 

[(2) The term "period of disability" means a continuous prod 
(beginning and ending as hereinafter provided in this subsection) dur­
ing which an individual was under a disability (as defined in para­
graph (1) ), but only if such period is of not less than six full calendar 
months' duration or such individual was entitled to benefits under see­
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t~ion 223 for one or more months in such -period. No such period shall 
begn a toanyindvidalunless such individual, while under such 
disbiltyfies n pplcatonfor a disability determination with re-

spec tosuc peiod an nosuch period shall begin as to any individ­
tudaftrsch ndiidul atains,the age of sixty-five. A period of 

disability shall [(subject to section 223(a) (3))] begin­
[(A) on the day the disability began, but only if the individual
 

satisfies the requirements of paragraph (3) on such day; or
 
[(B) if such individual does not satisfy the requirement of 

paragraph (3) on such day, then on the first day of the first 
quarter thereafter in which he satisfies such requirements.

A period of disability shall end with the close of the last day of the 
month preceding whichever of the following months is the earlier: the 
month in which the individual attains age sixty-five or the third month 
following the month in which the disability ceases. No application for 
a disability determination which is filed more than three months before 
the first day on which a period of disability can begin (as determined 
under this paragraph),j or, in any case in which clause (ii) of section 
223(a) (1) is applicable, more than six monthisbefore the first month 
for which such applicant becomes entitled to benefits under section 223, 

-shall be accepted as an application for purposes of this paragraph, and 
no such application which is filed prior to January 1, 1955, shall be 
accepted. Any application for a disability determination which is filed 
within such three months' period or six months' period shall be deemed 
to have been filed on such first day or in such first month, as the case 
may be.]

(2) (A) The term "period of disability" means a continuou8 period
(beginning and ending as hereinafter provided in this 8ubsection) 
during which anindividualwas undera disability (as defined in para­
graph (1)), but only if such periodis Of not less than 6 full calendar 
months' duration or such individual was entitled to benefit under 
sectwon 223 forone or more months in8uch period. 

(B) No period of disabilityshall begin as to any individualUnle88 
8uch individualfiles an application for a disabilitydeterminationwith 
respect to such period;and no such periodshall begin as to any mndi­
vidual aftersuch individual attains the age of 65. 

(C) A periodof disabilityshallbegin~­
(i) on the day the disability began, but only if the individual 

satisfies the requirements of paragraph(3) on such day; or 
(ii if such individual does not satisfy the requirements of 

paragraph(3) on such day, then on the first day of the first guar-
quarter thereafterin which he satisfies such requirements.

(I)) A period of disability shall end with the close of 'Whichever 
of the following months is the earlier: (i) the month preceding the 
month in which the individualattainsa e 65, or (ii) the second month 
following the month in which the disabilityceases. 

(E) No application for a disability determination which is filed 
more than 12 months after the month prescribed by subparagraph 
(D) as the m~onth in which the periodof disability ends (determined
without regard to subparagraph (B) and this subparagraph) shall 
be accepted as an applicationfor purposes of this paragraph.

(F) An applicationfor a disability determinationfiled before the 
first day on which the applicantsatisfies the requirementsfor a period 
of disabilityumnder this subsection shall be deemed a valid application 
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only if the applicant8atisfie8 the 'requirementsfor a periodof disabii­
ity before the Secretarymakes a final decisionon the application, If 
upon final decision by the Secretary, or decision upon judicial review 
thereof, such applicantis found to satisfy such requirement8,the ap­
plication shall be deemed to have been filed on such first day.

(3) The requirements referred to in [clauses (A) and (B) of para­
graph (2)]3 clauses (i) and (ii) of paragraph (2) (C) are satisfied 
by an individual with respect to any quarter only if­

(A) he would have been a fully insured individual (as defined 
in section 214) had he attained age 62 (if a woman) or age 65 (if 
a man) and filed application for ~benefits under section 202 (a) on 
the first day of such quarter; and 

(B) he had not less than twenty quarters of coverage during
the forty-quarter period which ends with such quarter, not count­
ing as part of such forty-quarter period any part of which was 
includedl in a prior period of disability unless such quarter was a 
quarter of coverage; 

except that the provisions of subparagraph (A) of this paragraph
shall not apl In' the case of any individual with respect to whom a 
period of disability would, but for such subparagraph, begin prior to 
1951. 

Periods of Limitation Ending on Nonwork Days 

(j) Where this title, any provision of another law of the United 
States (other than the Internal Revenue Code of 1954) relating to or 
changing the effect of this title, or any regulation issued by the Secre­
tary pursua~nt thereto provides for a period within which an act is 
required to be done which affects eligibility for or the amount of any
beinefi~t or payment under this title or is necessary to establish or protect 
any rights under this title, and such period ends on a Saturday, Sun­
day, or legal holiday, or on any other day all or part of which is de­
clared to be a nonwork day for Federal employees by statute or Execu­
tive order, then such act, shall be considered as done within such period
if it is done on the first day thereafter which is not a Saturday, Sunday, 
or legal holiday or any other day all or part of which is declared to be 
a nonwork day for Federal employees by statute or Executive order. 
For purposes of this subsection, the day on which a period ends shall 
include the day on which an extension of such period, as authorized 
by. law or by the Secretary pursuant to law, ends. The provisions of 
this subsection shall not. extend the period during which benefits under 
this title may (pursuant to section 202(j) (1) or.223(b)) be paid for 
months prior to the day application for such benefits is filed, or during
which an application for benefits under this title may (pursuant to 
section 2 02 (j) (2) or 223 (b)) be accepted as such. 

Benefits in Case of Veterans 

Sec. 217. (a) (1) For purposes of determining entitlement to and 
the amount of any monthly benefit for any month after August 1950, 
or entitlement to and the amount. of ainy lump-sum death payment in 
case of a death after such month, payable under this title on the basis 
of the wages and self-employment income of any World War II vet­
eran, and for purposes of sect~ion 216(i) (3), such veteran shall be 
deemed to have been paid wa~ges (in addition to the wages, if any,
actually paid to him) of $160 in each month during any part of which 
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he served in the active military or naval service of the United States 
durin Worlld War II. This subsection shall not be applicable in the 
case of5 any monthly benefit or lump-sum death payment if­

(A)~a larger such benefit or payment, as the case may be, would 
beayable without itsapplication; or 

(BT a benefit (other than a benefit payable in a, lump sum 
unless it is a commutation of, or a substitute for, periodic pay­
ments) which is based, in whole or in part, upon the active mili­
tary or nava service of such veteran during World War II is 
determined by any agency or wholly owned instrumentality of the 
United States (other than the Veterans' Administration) to be 
payable by it under any other law of the United States or under 
a system established by such agency or instrumentality. The pro­
visions of clause (B) shall not. apply in the case of any monthly 
benefit or lump-sum death payment under this title if its applica­
tion would reduce by $0.50 or less the prmr isrance amount 
(as computed under section 215 prior to any~recomputation 
thereof pursuant to subsection (f) of such section) of the indi­
vidual on whose wages and self-employment income such benefit 
or payment is based. The provisions of clause (B) shall also not 
apply for purposes of section 216(i) (3).

(2) Upon application for benefits or a lump-sum death payment on 
the basis of the wages and self-employment income of any World 
War II veterans, the Secretary of Health, Education, and Welfare 
shall make a decision without regard to clause (B) of paragraph (1) 
of this subsection unless he has been notified by some other agency or 
instrumentality of the United States that, on the basis of the military 
or naval service of such veteran during World War II, a. benefit de­
scribed in clause (B) of paragraph (1) has been determined by such 
agency or instrumentality to be payable by it. If he has not been so 
notified, the Secretary of Health, Education, and Welfare shall then 
ascertain whether some other agency or wholly owned instrumentality 
of the United States has decided that a benefit described in clause (B) 
of paragraph (1) is payable by it. If any such agency or instrumnen­
tality has decided, or thereafter decides, that such a benefit is payable 
by itI it shall so notify the Secretary of Health, Education, and Wel­
fare, and the Secretary shall certify no further benefits for payment or 
shall recompute the amount of -any further benefits paya~ble as may be 

(3) orwholyny geny wne insrumntaityof the United 
Stats wichis by aw f th UntedStates to payathoize ny
benfit,a o ha beefis wicharebasdin wholeystm o or in 
part onmiltaryorsericedurng WrldWarII shall, at theava 

requst f te Screaryof ealt, Eucaion an Wefar, certify to 
him, with respect to any veteran, such information as h Secretary 
deems necessary to carry out his functions under paragraph (2) of this 
subsection. 

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

(A) a larger such benefit or payment, as the case may be, would 
be payable without its application; 

(B) any pension or compensation is determined by the Vet­
erans' Administration to be payable by it on the basis of the death 
of such veteran; 

(C) the deat'h of the veteran occurred while. he was in the 
active military or naval service of the United States; or 

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

(2) Upon an application for benefits or a lump-sum death payment 
on the basis of the wages and self-employment income of any World 
War II veteran, the Secretary of Health, Education, and Welfare shall 
make a decision without regard to paragraph (1) (B) of this subsec­
tion unless he has been notified by the Veterans' Administration that 
pension or compensation is determined to be payable by the Veterans' 
Administration by reason of the death of such veteran. The Secretary 
of Health, Education, and Welfare shall thereupon report such deci­
sion to the Veterans' Administration. If the Veterans'"Administration 
inany such case has made an adjudication or thereafter makes an adju­
dication that any pension or compensation is payable under any law 
administered by it, it shall notify the Secretary of Health, Education, 
and Welfare and the Secretary shiall certify no further benefits for pay­
ment, or shall recompute the amount of any further benefits payable, 
as may be-required by paragraph (1) of this subsection. Any payment
theretofore certified by the Secretary of Health, Education, and Wel­
fare on the basis of paragraph (1) of this subsection to any individual, 
not exceeding the amount of any accrued pension or compensatio py 
able to him by the Veterans' Administration, shall (notwithsadn 
the provisions of section 3101 of title 38, United States Cd)b 
deemed to have been -paid to him by such Administration on account 
of such accrued pension or compensation. No such payment certified 
by the Secretary of Health, Education, and Welfare, and no payment 
certified by him for any month prior to the first month for which any 
pension or compensation is paid by the Veterans' Administration shall 
be deemed by reason of this subsection to have been an erroneous pay-
Ment. 

(c) In the case of any World War II veterans to whom subsection 
(a) is applicable, proof of support required under section 202(h) 
may be filed by a parent at any time prior to July 1951 or prior to the 
expiration of two years after the date of the death of such veteran, 
whichever is the later. 

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

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

who served in the active military or naval service of the United 
States at any time during World War II and who, if discharged 
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or released therefrom7 was so discharged or released under con­
ditions other than dishonorable after active service of ninety 

daysororeor b resonof a disability or injury incurred or 
aggavaedervce lneof dut~y; but such term shall notn n 
inclde ay iedwhile in the active military oridiviualwho 

navasericeof te UntedStates if his death was,inflicted (other
than by an enemy of the United States) as lawful punishment 
for a military or naval offense. 

(e) (1) For purposes of determining entitlement to and the amount 
of any monthly benefit or lump-sum death payment payable under 
this title on the basis of wages and self-employment income of any 
veteran (as defined in paragraph (4)), and for purposes of section 
216(i) (3), such veteran shall be deemed to have been paid wages (in
addition to the wages, if any, actually paid to him) of $160 in each 
month during any part of which he served in the active military or 
naval service of the united States on or after July 25, 1947, and prior 
to January 1, 1957. This subsection shall not be applicable in the 
case of any monthly benefit or lump-sum death payment if­

(A) a larger such benefit or payment, as the case may be, would 
be payable without its application; or 

(B) a benefit (other than a benefit payable in a lump sum 
unless it is a commutation of, or a substitute for, periodic pay­
ments) which is based, in whole or in part, upon the active mili­
tary or naval service of such veteran on or after July 25, 1947, and 
prior to January 1, 1957, is determined by any agency or wholly 
owned instrumentality of the United States (other than the Vet­
erans' Administration) to be payable by it under any other law 
of the United States or under a system established by such agency 
or instrumentality.

The provisions of clause (B) shall not apply in the case of any monthly 
benefit or lump-sum death payment under this title if its application
would reduce by $0.50 or less the primary insurance amount (as com­
puted under section 215 prior to any recomputation thereof pursuant 
to subsection (f) of such section) of the individual on whose wages
and self-employment income such benefit or payment is based. The 
provisions of clause (B3) shall also not apply for purposes of section 
216 (i) (3). In the case of monthly benefits under this title for months 
after December 1956 (and any lump-sum death payment under this 
title with respect to a death occurring after December 1956) based on 
the wages and self-employment income of a veteran who performed
service (as a member of a uniformed service) to which the provisions
of section 210 (1) (1) are applicable, wages which Would, but for the 
provisions of clause (B), be deemed under this subsection to have been 
paid to such veteran with respect to his active military or naval service 
performed after December 1950 shall be deemed to have been paid to 
him with respect to such service notwithstanding the provisions of 
such clause, but only if the benefits referred to in such clause which 
are based (in whole or in part) on such service are payable solely by
the, Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and 
Geodetic Survey or Public Health Service. 

(2) Upon application for benefits or a lump-sum death payment on 
the basis of the wages and self-employment income of any veteran, 
the Secretary of Health, Education, and Welfare shall make a decision 
without regard to clause (B) of paragraph (1) of this subsection un­
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less he -has been notified by some other agency or instrumentality Of 
the United States that., on the basis of the military or naval service of 
such veteran on. or after July 25, 1947, and prior to January 1, 1957, 
a benefit described in clause (B) of paragraph (1) has been deter­
mined by-such agency or instrumentality to be payable by it. If he 
has not been so notified, the Secretary of Health, Education, and Wel­
fare shall then ascertain whether some other agency or wholly owned 
instrumentality of the United States has decided that a benefit de­
scribed in clause (B) of paragraph (1) is payable by it.. If any such 
agency or instrumentality has decided, or thereafter decides, that such 
a benefit is payable by it., it shall so notify the Secretary of Health, 
-Education, and Welfare, and -the Secretary shall certify no further 
benefits for payment or shall recompute the amount of any further 
benefits payable, as may be required by paragraph 1 of this subsection. 

(3) Any agency or wholly -owned instrumentality of the United 
States which is authorized by any law of the United States to pay 
benefits, or has a system of benefits which are based, in whole or in 
part., on military or naval service on or after July 25, 1947, and prior 
to January 1, 1957, shall, at. the request of the Secretary of Health, 
Education, and Welfare, certify to him, with respect to any veteran, 
such information as the Secretary deems necessary to carry out his 
functions under paragraph (2) of this subsection. 

(4) For the purposes of this subsection, the -term "veteran" means 
any individual who served in the active military or naval service of 
the United States at any time on or after July 25, 1947, and prior to 
January 1, 1957, and who, if discharged or released therefrom, was 
so discharged or released under conditions other than dishonorable 
after active service of ninety days or more or by reason of a disability 
or injury incurred or aggravated in service in line of duty; but such 
term shall not include any individual who died while in the active 
military or naval service of the United States if his death was inflicted 
(other than by an enemy of the United States) as lawful punishment 
for a military or naval offense. 

(f) (1) In any case where a World War II veteran (as defined in 
subsection (d) (2) ) or a .veteran (as defined in subsection (e) (4) ) 
has died or shall hereafter die, and his widow or ch-ild is entitled under 
the Civil Service Retirement, Act of May 29, 1930, as amended, to 
an annuity in the computation of which his active military or naval 
service was included, clause (B) of subsection (a) (1) or clause (B) 
of, subsection (e) (1) shall not operate (solely by reason of such an­
.nnityl-to make such subsection inapplicable in the case of anymonthly 
benefit under section 202 which is based on his wages and self-employ­
ment income; except. that no such widow~or child shall be entitled 
under sect-ion. 202 to any monthly benefit in the, computation of which 
such- service is- included by reason .of this subsection (A) -unless such 
widow or. child after December 1956 .waives his or her right to receive 
such annuity, or (B) for any month prior to, the first month with 
respect to which the Civil Service Commission certifies to the Secre­
tary of Health, Education, and Welfare that (by reason of such 
waiver) no further annuity will be paid to such widow or child under 
such Act of May 29, 1930, as amended, on the basis of such veteran's 
military or civilian service. Any such wiaver shall be irrevocable. 

(2) Whenever a widow waives her right to receive such annuity 
such waiver shall constitute a waiver on her own behalf ; a waiver 



396 SOCIAL SECURITY AMENDM[ENTS OF 1985 

by a legal guardian or guardians, or, in the absence of a legal guard­
ian, the person (or persons) who has the child in his care, of the child's 
right to receive such annuity shall constitute a waiver on behalf of 
such child. Such a waiver with respect to an annuity based on a vet-
eran's service shall be valid only if the widow and all children, or,
there is no widow, all the children, waive their rights to receive an­
nuities under the Civil Service Retirement Act of May 29, 1930, as 
amended, based on such veteran's military or civilian service. 

[(g) (1) There are 'hereby authorized to be appropriated to the 
Trus FuInd annually, as benefits under this title are paid after June 
1956, such sums as the Secretary of Health, Education, and Welfare 
determines to be necessary to meet the addition costs, resulting from 
subsections (a), ('b), and (e), of such benefits (including lump-sum 
death payments).

[(2) The Secretary shall, before October 1, 1958, determine the 
amount which would place the Federal Old-Age and Survivors In­
surance Trust Fund in the same position in which it would have been 
at the close of June 30, 1956, if sect-ion 210 of this Act, as in effect 
prior to the Social Security Act Amendments of 1950, and section 217' 
of this Act (including amendments thereof), had not been enacted. 
There are hereby authorized to -be appropriated to sudh Trust Fund 
annually, during the first -tenfiscal years bgnning after such deter­
mination is made, sums aggregating the amount so determined, plus
interest accruing on such amount (as reduced by appropriaitions made 
pursuant to this paragraph) for each fiscal year beginning after 
June 30, 1956, at a rate for such fiscal year equal to t~he average rate 
of interest (as determined -by the Managing Trustee) earned on the 
invested assets of such Trust Fund during t~he preceding fiscal year.3

(g) (1) In September 1.965, and in every fift September thereafter 
up to and includingSeptember2010, the Secretary shall determine the 
amount which, if paid in egual installmentsat the beginning of each 
fiscal yearin the periodbeginning­

(A) with July 1, 1965, in the case of the flrst such determ'ina­
tion, and 

(B) with the July 1 following the deternvinationin the case 
of allother such determinations, 

and ending with the close of June 30, £016, would accumulate, with 
interest comnpounded annually, to an amount equal to the amount 
needed to place each of the Trust Funds and theFederalHospital
Insurance Trust Fund in the same position at the Close Of Jwne 30,
£015, as he estimates they would othewie be in at the close of that 
date if section £10 of this Act as in effect prior to the Social Security
Act Amendmients ofl1950, and thbissection, hadnotbeenenacte~d. The 
rate of interest to be used in determining suchb amount shall be the 
ratedeterminedundersection£01 (d) for public-debtobligationsw/hich 
were or coulq4 have been issued for purchase by the Trust Funds.in the 
June preceding the September in Which such determinationis made. 

(2) There are authoriaed to be appropriatedto the Trust Funds 
and the Federal Hospital InsuranoeTrust Fund­

(A) for the fiscal year ending June 30, 1966, an am~o'nt equal 
to the amount determined under paragraph (1) in September
1965, and 

(B) for each fiscal year in the period beginning with July 1,
1966, and ending with the close of June30, £015, an amount equal 
to the annual installment for such fiscal year underthe most recent 
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determination under paragraph (1) w~hich precedes such fiscal 
year.

(3) For the fiscal year ending June 30, 2016, there is authorized 
to be appropriatedto the Trust Fuinds and the Federal HospitaZ
insurance Trust Fund such sums as the Secretary determines would 
place the Trust Funds and the Federal Hospital insurance Trust 
Fund in the same position in which they would have been at the close 
of June 30, £015, if section 210 of this Act as in effect prior to the 
Social Security Act Amendments of 1950, and this section, had not 
been enacted. 

(4) There are authorized to be appropriatedto the Trust Funds 
and the FederalHospital Insurance trust Fundannually, as benefits 
under this title and part A of title XVIII are pada e ue30, 
£015, such sum8 as the Secretary determines to bnesartomeet 
the additionalcosts, resulting from subsections ()(bad(e), of 
such benefits (including lump-sum deathpayments) 

Gratuitous Wage Credits for American Citizens Who Served in the Armed 
Forces of Allied Countries 

(h) (1) For the purposes of this section, any individual who the 

Secet~j )served during World War II, (as defined in subsection 
(d) (1) ) in the active military or naval service of a country which 
was on September 16, 1940, at war -with a country with which 
the United States was at war during World War II; 

(B) entered into such active service on or before December 8, 
1941; 

(C) was a citizen of the United States throughout such period
of service or lost his United States citizenship solely because of 
his entrance into such service; 

(D) had resided in the United States for a period or periods
aggregating foUr years during the five-year period ending on the 
day Of anfw'as domiciled in the United States on the day of, such 
entrance into such active service; and 

(E) (i) was discharged or released from such service under 
conditions other than dishonorable after active service of ninety 
days or more or by reason of a disability or injury incurred or 
aggravated in service in line of duty, or 

(ii) died while in such service, 
shall be considered a World War II veteran (as defined in subsection 
(d) (2)) and such service shall be considered to have been performed 
in the active military or naval service of the United States. 

(2) In the case of any individual to whom paragraph (1) applies, 
proof of support required under section 202 (f) or (h) may be filed at 
any time prior to the expiration of two years after the date of such 
individual's death or the date of the enactment of this subsection, 
whichever is the later. 

Voluntary Agreements for Coverage of State and Local
 
Employees
 

Purpose of Agreement 

Sec. 218. (a) (1) The Secretary of Health, Education, and Welfare 
shall, at the request of any State, enter into an agreement with such 
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State for the purpose of extending the insurance system established 
by this title to services performed by individuals as employees of such 
State or any political subdivision thereof. Each such agreement shall 
contain such provisions, not inconsistent with the provisions of this 
section, as the State may request.

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

Definitions 

(b) 	 For the purposes of this section­
(1) The term "State" does not include the District of Columbia, 

Guam or American Samoa. 
(2) The term "political subdivision" includes an instrumen­

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

(3) The term "employee" includes an ofle of a -Stateor po­
litical subdivision. 

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

(5) The term "coverage group" means (A) employees of the 
State other than -those engaged in performing service in connec­
tion with a proprietary function; (B) employees of a political
subdivision of a State other than those engaged in performing
service in connect-ion with a proprietary fu-nction; (C) employees
of a St-ate engaged in performing service in connection with a 

singppo reta function; or (D) employees of a political sub­
divsin o aStat engaged in performing service in connection 

with a single proprietary function. If under the preceding sen­
tence an employee would be. included in more than one coverage 

gruyreason of the fact that he performs service in connec­
towihtwo or more proprietary functions or in connection with 

both a proprietary function and a nonproprietary function, he 
shall be included in only one- such coverage group. The deter­
mination of the coverage group in which such employee shall be 
included shall be made mn such manner as may be specified in -the 
agreement. Civilian employees of National Guard units of -a 
State who are employed pursuant to section 90 of the National 
Defense Act of June 3, 1916 (32 U.S.C., sec. 42), and paid from 
funds allotted to such units by the Department of Defense, shall 

forpuross 	 o ths ectonbe deemed to be employees of the 
Stat an recding provisions of this para­(nowitstaningthe 

grah),shal e deme tobea separate coverage group. For 
purposes othssection, indvd l mlydpursuant to an 
agreement, entered into pursuan to scin25of the Agricul­
tural Marketing Act of 1946 (7 U.S.C. 1624) or section 14 of the 
Perishable Agricultural Commodities Act, 1930 (7 U.S.C. 499n),
between a State and the United States Department of Agriculture 
to perform services as inspectors of agricultural products.may be 
deemed, at the option of the State, to be employees of the State 
and (notwithstanding the preceding provisions of this paragraph)
shall be deemed to be a separate coverage group. 



399 SOCIAL SECURITY AMENDMENTS OF 1965 

Services Covered 

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

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

(3) Such agreement shall, if the State requests it, exclude (in the 
case of any coverage group) any one or more of the following: 

(A) Any service of an emergency nature; 
()Allservices in any class or classes of (i) elective positions,

(i)p art-time positions, or (iii) positions the compensation for 
whc is on it fee basis; 

(C) All services performed by individuals as members of a 
coverage group in positions covered by a retirement system on the 
date such agreement is made applicable to such coverage group,
but only in the case of individuals who, on such date (or, if later, 
the date on which they first occupy such positions)~,are not eligible 
to become members of such system and whose services in such posi­
tions have not already been included under such agreement pur­
suant to subsection (d) (3).

(4) The Secretary of Health, Education, and Welfare shall, at the 
request of any State, modify the agreement with such State so as to 
(A). include any coverage group to which the agreement did not 
previously apply, or (B) include, in the case of any coverage. group 
to which the agreement applies, services previously excluded from the 
agreement; but the agreement as so modified may not be inconsistent 
with the provisions of this section applicable in the case of an original 
agreement with a State. A modification of an agreement -pursuant 
to clause (B) of the preceding sentence may apply to individuals to 
'whom paragraph (3(C) is applicable (whether or not the previous
exclusion of the service of such individuals was pursuant to such para­
graph), but only if such individuals are, on the effective date speci­
fied in such modification, ineligible to be members of any retirement 
system or if the modification with respect to such individuals is pur­
suantto subsection (d) (3). 

(5) Such agreement shall, if the State requests it, exclude (in the 
case of any coverage group) any agricultural labor, or service per­
formed by a student, designated by the State. This paragraph shall 
apply only with respect to service which is excluded from employment 

byay provision of section 210(a) other than paragraph (7) of such 
section .and service the remuneration for which is excluded from 
wages by paragraph (2) of section 209 (h) . 

(6) Such'agreement shall exclude-­
(A) service performed by an individual who is employed to 

relieve him from unemployment,
(B) service performed in a hospital, home, or other institu­

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

tion 210 (k) ), and 
(D.) service (other than agricultural labor or service performed 

by a student), which is excluded from employment by any pro­
49-643 0-65--pt. 2-8 
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vision of section 210(a) other -than paragraph (7) of such sec­
tion. 

(7) No-agreement may be made applicable (either in the original 
agreement or by any modification thereof) to service, performed by 
any individual to whom paragraph (3) (C) is applicable unless such 
agreement provides (in the case of each coverage' group involved) 
either that the service of any individual to whom such paragraph is 
applicable and who is a member of such -coverage gopsalcon­
tinue to be covered by such agreement in case he'teefe eoe 
eligible to be a -member -of a retirement system, or that such service 
shall cease to be so- covered when he becomes eligible to -bea member 
of such a system (but only if the agreement is not already applicable 
to such system pursuant to subsection (a) (3)), whichever may be-de­
sired by the State. 

Positions Covered by Retirement Systems 

()(1) No agreement with any State may be made applicable (eith­
er in the original agreement or by any modification thereof) to any 
service, performed by employees as members of any cover-age group 
in positions covered by a retirement system either (A) on the date 
such agreement is made applicable to such coverage group, or (B) on 
the date of enactment of the succeeding paragraph of this subsection 
(except in the case of positions which are, by reason of action by such 
State or political subdivision~ thereof, as may be appropriate, taken 
prior to the date of enactment of such succeeding paragraiph, no long­
er covered by a retirement system on the date re~ferred to in clause 
(A), and except in the case of positions excluded by paragraph (5) 
(A)). The preceding sentence shall not be applicable to any service 
performed by an employee as a member of any coverage group in a 
position (other than a position excluded by -paragraph (5 () cov­
ered -by a retirement system on the date an agreement is made applica­
ble to such coverage group if, on such date (or, if later, the date on. 
which such individual first occupies such position), such individual is 
ineligiblle to be a member of such system.

(2 It is hereby declared to be thepolicy of the Congress in enacting 
the succeeding paragraphs of this subsection that the protection 
afforded employees in positions covered by a retirement system on the 
date an agreement, under this section is made applicable to service per­
formed in such positions, or receiving periodic benefits under such re­
tirement system at such time, will not be impaired as a result of 
making the agreement so applicable or as a result of legislative enact­
ment in anticipation thereof. 

(3) Notwithstanding paragraph (1), an agreement with a State 
may be made applicable (either in the original agreement or by any 
modification thereof) to service performed by employees in positions 
covered by a retirement system (including positions specified in para­
graph (4).but not including positions excluded by or pursuant to para­
graph (5) ), if the governor of the State, or -anofficial of the State des­
ignated. by!him for the,purpose, certifies to the Secretary- of Health, 
Education, and Welfare that the following conditions have been met: 

(A.)A referendiunby secret written ballot was held on the ques­
tion of whether service ingpsitions ciovered by such retirement 
system should be excluded- om or included under an agreement 
under this section; 
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(B) An opportunity to vote in such referendum was given (and 
was limited) to eligible employees; 

(C) Not less than ninety days' notice of such referendum was 
given to all such employees; 

(D) Such referendum was conducted under the supervision of 
the governor or an agency or individual designated by him; and 

(E) A majority of the eligible employees voted in favor of in­
cluding service in such positions under an agreement under this 
section. 

An employee shall be deemned an "eligible employee" for purposes of 
any referendum with respect to any retirement system, if, at the time 
such referendum was held, he was in a position covered by such retire­
ment system and was a member of such system, and if he was in such 
a position at the time notice of such referendum was given as r~luired 
by clause (C) of the preceding sentence; except that he shall not be 
deemed an "eligible employee" if, at the time the referendum was held, 
he was in a position to which the State agreement already applied 
or if he was in a position excluded by or pursuant to paragraph (5).
No referendum with respect to a retirement system shall be valid for 
purposes of this paragraph unless held within the two-year period 
which ends on the date of execution of the agreement or modification 
which extends the insurance system established by this title to such 
retirement system, nor shall any referendum with respect to a retire­
ment system be valid for purposes of this paragraph if held less than 
one year after the last previous referendum held with respect to suchk 
retirement system. 

(4) For the purposes of subsection (c) of this section, the following 
employees shall be deemed to be a separate coverage group­

(A) all employees in positions which were covered by the same 
retirement system on the date the agreement was made applicable 
to such system (other than employees to whose services the agree­
ment already applied on such date) ; 

(B) all employees in positions which became covered by such 
system at any time after such date; and 

(C) all employees in positions which were covered by such 
system at any time before such date and to whose services the in­
surance system established by this title has not been extended 
before such date because the positions were covered by such re­
tirement system (including employees to whose services the agree­
ment was not applicable on such date because such services were 
excluded pursuant to subsection (c) (3) (C) ). 

(5) (A) Nothing in paragraph (3) of this subsection shall authorize 
the extension of the insurance system established by this title to service 
in any policeman's or firemian's position.

(B) At the request of the State, any class or classes of positions
covered by a retirement system which may be excluded from the agree­
mnent pursuant to paragraph' (3) or (5) of subsection (c),,and to which 
the agreement does not already apply, may be excluded from the agree­
ment at the time it is made applicable to such retirement system; 
except that, notwithstanding the provisions of paragraph (3) (C) of 
such subsection, such exclusion may not include any services to which 

suchpargrah (3 (C isapplicable. In the case of any such ex­
cluion las soexcluded shall, for purposes of this sub­eah sch 
sectoncontitte searae retirement system in- case of any modifi­
catin o th ageemnt herafter agreed to. 
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(6) (A) If a retirement system covers positions of employees of the 
State and, positions of employees of one or more political subdivisions 
of the State, or covers positions of employees of two or more political
subdivisins of the State, then, for purposes of the preceding para­
graphs of this subsection, there shall, if the State so desires, be deemed 
to be-a separate; retirement system with respect to any one or more of 
the political subdivisions concerned and, where the retirement system 
covers po)sitions of employees of the State, a separate retirement system
with respect to the State or with respect to the State and any one or 
more of the political subdivisions concerned. Where a retirement sys­
tem covering positions of employees of a State~and positions of em­

-ployees -of-one or more political subdivisions of a. State, or covering
positions of employees of two or more political subdivisions of the 

State, is not divided into separate retirement systems pursuant to the 
preceding sentence or pursuant to subparagraph (C), then the State 
may, for purposes of subsect ion (f) only, deem the system to be a sepa­
rate retirement system with respect to any one or more of the political
subdivisions concerned and, where the retirement system covers posi­
tions of employees of the State, a separate retirement system with 

*respect to the State or with respect to the State and any one or more of 
the political subdivisions concerned. 

(B) If a retirement system covers positions of employees of one or 
more institutions of higher learning, then, for purposes of such pre­
ceding paragraphs, there shall, if the State so desires, be deemed to be 
a separate retirement system for-the employees of each such institution 
of higher, learning. For the purposes of this subparagraph, the term 

*"institutions of higher 'learning" includes junior colleges. and teachers 
colleges. If a retirement system covers positions of employees of a 
hospital'-which is an integral part of a political subdivision, then, for 
purposes of the Preceding paragraphs there shall, if the State so de­
sires, be deemed to be a separate retirement system for the employees
of such hospital. 

(C) For the purposes of this subsection, any retirement system
established by the State of Ala8loa, California, Connecticut, Flo'rida, 
-Georgia, Massachusetts Minnesota, Nevada, New Mexico, New York, 
North, Dakota, Pennsylvania,,-Rhode Island, ~Tennessee, Texas, Ver­
mont, Washington, Wisconsin, or Hawaii, or any political subdivision 
of any such -State, which, on, before, or after the date of enactment of 
-thissubparagraph, is divided' into two divisions or parts, one of which 
is composed of positions of 'membersof-such system who desire coverage
under an-agreement under this section and the other of which is com­
posed of posit-ions of members of such. system who do not desire such 
coverage, shall, -if the State so-desires and if it is provided that there 
shall be included in such divisi'on or part composed of members desir­
-ing such coverage the-positions of individuals who become members 
of such system after -such coverage is extended, be deemed to -be a 
separate retirement system with respect to,each such division or part. 

-if, in the case of a separate retirement system which is deemed to exist 
by reason -of subparagraph. (A) and -which has been divided into two 
divisions or parts pursuant to the first sentence of this subparagraph,
individuals -become members of such system -by reason of action taken 
by a political sutbdiv-ision after coverage under and agreement under 
this section has been extended to the division or -part thereof com­
posed of positions of individuals who desire such coverage, the posi­
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tions of such individuals who become members of such retirement sys­
tem. by reason of the action so taken shall be included in the division 
or part of such system composed of positions of members who do not 
desire such coverage if (i) such individuals, on the day before -becom­
ing such members, were -in the division or part of another separate 
retirement system (deemed to exist 'by reason of subparagraph (A)) 
composed of positions of members of such system who do not desire 
coverage under an agreement under this section and (ii) all of the 
positions in the separate retirement system of which such individuals 
so become members and all of the positions in the separate retirement 
system referred to in clause (i) would have been covered 'by a single
retirement system if the State had not taken action to provide for 
separate retirement systems under this paragraph. 

(ID) The position of any individual which is covered by any retire­
ment system to which subparagraph ('C) is applicable shall, if such 
individual is ineligible to become a member of such system on August 
1, 1956, or, if later, the day he first occupies such position, be deemed 
to be covered by the separate retirement system consisting of the 
positions of mem;bers: of the division or part whodo not desire coverage 
under the insurance system established under this title. 

(E) An individual who is in a position covered by a retirement 
system to which subparagraph (C) is applicable and who is not a 
member of such system but is eligible to become a member thereof shall, 
for purposes of this subsection (other than paragraph (8)), be re­
garded as a member of such system; except that, in the-case of any re­
tirement system a division or part of which is covered under the agree­
ment (either in the original agreement or by a modification thereof),
which coverage is agreed to prior to 1960, the preceding provisions of 
this subparagraph shall apply only if the State so requests and any 
such individual referred to in such preceding provisions shall, if the 
State so requests, be treated, after division of the retirement system 
pursuant to such subparagraph (C), the same as individuals in posi­
tions referred to in subparagraph (F). 

(F) In the case of any retirement system divided pursuant to sub­
.paragraph (C), the position of any member of the division or part 
composed of positions of members who do not desire coverage inay be 
transferred to the separate retirement system composed of positions 
of members who desire such coverage if it is so provided in a modifica­
tion of such agreement which is mailed, or delivered by other means, to 
the Secretary prior to [1963] 1967 or, if later, the expiration of two 
years after the date on which such agreement, or the modification 
thereof making the agreement applicable to such separate retirement 
system, as the case may be, is agreed to, but only if, prior to such modi­
fication or such later modification, as the case may be, the individual 
occupying such position files with the State a written request for such 
transfer. Notwithstanding subsection (f) (1), any such modification 
or later modification, providing for the transfer of additional posi­
tions within a retirement system previously divided pursuant to sub­
paragraph (C) to the separate retirement system composed of positions 
of members who desire coverage, shall be effective with respect to 
services performed after the same effective date as that which was 
specified in the case of such previous division. 

(G) For the purposes of this subsection, in the case of any retire­
ment system of the State of Florida, Georgia, Minnesota, North 
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Dakota Pennsylvania, Washington, or Hawaii which covers positions 
of employees of. such State who- are compensated in whole or in part
from grants made to such State under title III, there shall be deemed 
to be, if such State so desires, a separate retirement system with respect 
to any of the following: 

(i) the positions of such employees* 
(ii) the positions of all emp~oye: of such State covered by such 

retirement s~ystem who are employed. in the department of such 
State in which the employees referred to in clause (i) are em­
ployed; or 

(iii), employees of such State covered by such retirement system
who are employed in such department of such State in positions 
other than those referred to in clause (i).

(7) The certification by the governor (or an official of the State 
designated by him for the purpose), required under paragraph (3) 
shall be deemed to have been made,. in the case of a division or part
(created under subparagraph (C) of paragraph (6) or the corre­
sponding provision of prior law) consisting of the positions of mem­
-bers of a retirement system who desire coverage under the agreement 
under this section, if the governor (or the official so designated) certi­
fies to the Secretary of Health, Education, and Welfare that­

(A) an opportunity. to vote by written ballot on the question of 
whether they wish to be covered under an agreement under this 
section was given to all individuals who were members of such 
system at the time the vote was held; 

(B) not less than ninety days' notice of such vote was given to 
all indi'viduals who were members of such system on the dat the 
notice was issued; 

(C) the vote was conducted under the supervision of the gov­
ernor or an agency or individual designated by him; and 

(D) such system was divided into two parts or divisions in 
accordance with the provisions of subparagraphs (C) and (D) 
of paragraph (6) or the corresponding provision of prior law. 

For purposes of this paragraph, an individual in a position to which 
the State agreement already applied or in a position excluded by or 
pursuant to paragraph (5) shall not be considered a member of thre 
retirement system. 

(8) (A) Notwithstanding paragraph (1), if under the provisions 
of this subsection an agreement is, after December 31., 1958, made ap­
plicable to service performed in positions covered by a retirement sys­
tem, service performed by an individual in a position covered by such 
a system may not be excluded from the agreement because such posi­
tion is also covered under another retirement system. 

(B) Subparagraph (A) shall not apply to service performed by an 
individual 'in a position covered under a retirement system if such 
individual, on the day the agreement is made applicable to service 
performed in positions covered by such retirement system, is not a 
member of Such system and is a member of another system. 

(C) If an agreement is made applicable, prior to 1959, to service in 
positions covered by any retirement system, the preceding provisions 
of this paragraph shall be applicable in the case of such system if the 
agreem ent is modified to so provide.

Su(D)tiExcept in the case of agreements with the States named in 
sbseton (p) and agreements with interstate instrumentalities, noth­
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ing in this paragraph shall authorize the application of an agreement 
to service in any policeman's or fireman's position. 

Payments and Reports by States 

(e) (1) Each agreement under this section shall provide-­
(A-) that t~he State will pay to the Secretary of the Treasury, 

at such time or times as the Secretary of Health, Education, and 
Welfare may by regulations prescribe, amounts equivalent to the 
sJM Of the taxes which would be imposed by sections 3101 and 
3111 of the Internal Revenue Code of 1954 if the services of em­
ployees covered by the agreement constituted employment as de­

fmdin section 3121 of such Code; and 
(B) that the State will comply' with such regulations relating 

to payments and reports as the Secretary of Health, Education, 
and Welfare may prescribe to carry out the purposes of this sec­
tion. 

(2) Where­
(A) an individual in any calendar year preforms services to 

which an agreement under this section is applicable (i) as the em­
poyee of two or more political subdivisions of a State or (ii) as 

thC employee of a State and one or more political subdivisions of 
such State; and 

(B) such State provides all of the funds for the payment of 
those amounts referred to in paragraph (1) (A) which are equiv­
alent to the taxes imposed by section 3111 of the Internal Revenue 
Code of 1954 with respect to wages paid to such individual for 
such services; and 

(C) the political subdivision or subdivisions involved do not 
reimburse such State for the payment of such amounts or, in. the 
case of services described in subparagraph (A) (ii), for the pay­
ment of so much of such amounts as is attributable to employment
by such subdivision or subdivisions; 

then, notwithstanding paragraph (1), the agreement under this sec­
tion with such State ma proid (either in the original agreement or 
by a modification thereof) that the amounts referred tomin para gaph
(1) (A) may be computed as though the wages paid to such individ­

ual for the services referred to in clause (A) of this paragraph were 
paid by one political subdivision for services performed in its employ;
but the provisions of this paragraph shall be applicable only where 
such State complies with such regulations as the Secretary may pre­
scribe to carry out the purposes of this paragraph. The preceding sen­
tence shall be applicable with respect to wages paid after an effective 
date specified in such agreement or modification, but in no event with 
respect to wages paid before (i) January 1, 1957, in the case of an 
agreement or modification which is mailed or delivered by other means 
to the Secretary before January 1, 1962, or (ii) th- first day of the year
in which the agrement or modification is mailed or delivered by other 
means to the Secretary, in the case of an agreement or modification 
which is so mailed or deliv~red on or after January 1, 1962. 

Effective Date of Agreement 

(f) (1) Excep~t as provided in subsection (e) (2), any agrement or 
modification of an agreement under this section shall be effective with 
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respect to services performed. after an effective date specified in such 
agreement or modification; except that such date may not be earlier 
than the last day of the sixth calendar year preceding the year in which 

suchagremet ormodfictio, as the case may be, is agreed to by the 

(2)Inthecae f srvceperformed by members of any coverage 
group­

(A) to which an agreement under this section is made applica­
ble, and 

(B) wihrset to which the agreement, or modification 
thereof maigteareetso applicable, specifies an effective 
date eale tathdteof execution of such agreement and 
such modification, respectively, 

the agreement shall, if so requested by the State, be applicable to such 
services (to the extent the agreement was not already applicable) 
performed before such date of execution and after such eiffetive date by 
any individual as a member of such coverage group if he is such a 
member on a date, specified by the State, which is earlier than such 
date of execution, except that in no case may the date so specified be 
earlier than the date such agreement or such modification, as the case 
may be, is mailed, or delivered by -other means, to the Secretary. 

Termination of Agreement 

(g 1) Upon giving at least two years' advance notice in writing 
to the Secretary of Health, Education, and Welfare, a State may termi­
nate, effective at end of a calendar quarter specified in the notice, its 
agreement with the Secretary either­

(A) in its entirety, but only if the agreement has been in effect 
from its effective date for not less than ftive years prior to the re­
cei pt of such notice; or 

rB with respect to any coverage group designated by the State, 
but only if the agreemnent has been in effect with respect to such 
coverage group for not less than five years prior to the receipt of 
such notice. 

(2) If the Secretary, after reasonable notice and opportunity for 
hearing to a State with whom he has entered into an agreement pur­
suant to this section, finds that the State has failed or is no longer,
legally able to comply substantially with any provision of such agree-­
ment or of this section, he shall notify such State that the agreement 
will be terminated in its entirety, or with respect to any one or more 
coverage groups; designated by him, at such time, not later than two 
year from the date of such notice, as he deems appropriate, unless 
prior to such time he finds that there no longer is any such failure or 
that the cause for such legal inability has been removed. 

(3) If. any agreement entered into under this section is terminated 
in its entirety, the Secretary and the State may not again enter into an 
agreement pursuant to this section. If any such agreement is termni­
nated with respect to any coverage group, the Secretary and the State 
may not thereafter modify such agreement so as to .again make the 
agreement applicable with respect to such coverage group. 
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Deposits in Trust Fund; Adjustments 

(h) (1) All amounts received by the Secretary of the Treasury
under an agreement made pursuant to this section shall be deposited in 
the [Trust Funds in the ratio in which amounts are appropriated to 
such Funds pursuant to subsections (a) (3) and (b) (1) of section 2013 
Trust Funds and the Federal HospitalInsurance Trust Fund in the 
ratio in which amount8 are appropriatedto such&Funds pur.8uant to 
subsection (a) (3) Of 8ection 201, 8ubsection (b) (1) Of suck sect on, 
and 8ubsection (a) (1) of 8ection 1817, respectively. 

(2) If more or less than the correct amount due under an agreement
made pursuant to this section is paid with respect to any payment of 
remuneration, proper adjustments with respect to the amounts due 
under such agreement shall be made, without interest, in such manner 
and at such times as may be prescribed by regulations of the Secretary
of Health, Education, and Welfare. 

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

Regulations 

(i) Regulations of the Secretary of Health, Education, and Welfare 
to carry out the purposes of this section shall be designed to make the 
requirements imposed on States pursuant to this section the same, so 
far as practicable, as those imposed on employers pursuant to this title 
and chapter 21 and subtitle F of the Internal Revenue Code of 1954. 

Failure To Make Payments 

(j) In case any State does not make, at the time or times due, *the 
payments provided for under an agreement pursuant to this'section 
there shall be added, as part of the amounts due, interest at the rate o 
6 per centum. per annum from the date due until paid, and the Sec­
retary of Health, Education, and Welfare may; in his discretion de­
duct such amounts plus interest from any amounts certified by him to 
the Secretary of the Treasury for payment to such State under any
other provision of this Act. Amounts so deducted shall be deemed 
to have been paid to the State under such other provision of this Act. 
Amounts equal to the amounts deducted under this subsection are 
hereby appropriated to the Trust Funds in the ratio in which amounts 
are deposited in such Funds pursuant to subsection (h) (1). 

Instrumentalities of Two or More States 

(k) (1) The Secretary of Health, Education, and Welfare may, at 
the request of any instrumentality of two or more States, enter into 
an ageement with such instrumentality for the purpose of extending
the insurance system established by this title to services performed by
individuals as employees of such instrumentality. Such agreement, to 
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the extent practicable, -shall be governed by the provisions of this 
section applicable in the case of an agreement with a State. 

(2) In the case of any instrumentality of two or more States, if­
(A) employees of such instrumentality -arein positions covered 

-bya retirement system of such instrumentality or of any of such 
States or any- of. the. political subdivisions thereof, and 

(B) such retirement system is' (on, before, or after the date of 
enactment of this paragraph) -divided into two divisions or parts, 
one of-which is composed of positions of members of such system 
who are employees- of such-instrumentality and who desire coy­
erager under -an* agreement uinder this section and the other of 
'Which is cornposed of positions of members of such system who are 
employees of such instrumentality and who do not desire such 
coverage, and 

(C) it is provided that there shall'be included in such division 
or part composed of the positions of members desiring such cov­
erage the positions of~employees of such* instrumentality who 
become members of such system after such coverage is extended, 

then-such retirement system shall, if such instrumentality so desires, be 
deemed to be' a separate retirement system with' respect to each such 
division or part. An individual who is in a position covered by a 
retirement system divided pursuant to the preceing sentence and who 
is not a member of: such 'system but -is eligible to become a member 
thereof shall, for purposes of this subsection, be regarded as a mem­
ber of such system. Coverage under the agreement of any such inidi­
vidual shall-~be provided under the same conditions, to the extent 
practicable; as are applicable in the case of the States to which the 
provisions of subsection (d) (6) (C) apply. The position of any 
employee of any such instrumentality which is covered by any retire­
menit system to which the first sentence of this paragraph is applicable 
shall, if such -individual is ineligible, to become a member of such 
system on the date of enactment o this Naragraph or, if later, the day 
he first occupies such position, be deemed to be covered by the separate 
retirement system consisting of the positions of members of the divi­
sion or part who do not desire coverage under the insurance system
established under this title. Services in positions covered by a separate 
retirement system created pursuant to this subsection (and consisting 
of the positions of members who desire coverage under an agreement
under this section) shall be covered under such agreement on com­
pliance, to the extent practicable, with the same conditions as are 
applicable to coverage under an agreement under this section of serv­
ices in positions covered by a separate retirement system created pur­
suant to subparagraph (C) of subsection (d) (6) or the corresponding

prvsion of prior law (and consisin of the positions of members who 
desirle coverage under such agreesmen) 

(3) Any agreement with any instrumentality of two or more States 
entered into pursuant to this Act may, notwithstanding the provisions
of srubsection (d) (5) (A) and -the references thereto in subsections 
(d) (1) and (d) (3), apply to service, performed 'by employees of such 
instrumientality in any policeman's or fireman's position covered by 
a retirement system, but only upon compliance, to the extent practi­
cable, with the requirements of subsection (d) (3). For the pur-pose
of the preceding sentence, a retirement system which covers positions
of policemen or firemen or both, and other positions shall, if the in­
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strumentality concerned so desires, -be deemed to be a separate retire­
ment system with respect to the positions of such policemen or fire­
men, or both, as the case may be. 

Delegation of Functions 

(1) The Secretary of Health, Education, and Welfare is author­
ized, pursuant to agreement with the head of any Federal agency, to 

deleateanyof is uncions under this section to any officer or 
emplyeeof uch geny ad otherwise to utilize the services and fa­

ciltie o crryngout such functions, and paymentsuh geny i 

be provided in such agreement. wyo emusmna a 

Wisconsin Retirement Fund 

(in) (1) Notwithstanding paragraph (1) of subsection (d)., the 
agrement with the State of Wisconsin may, subject to the provisions

oftissbsecionbe modified so as to apply to service per ormedb 
employees in positions covered by the Wisconsin retirement fund. 

(2) All employees in positions covered by the Wisconsin retirement 
fund at any time or or after Janutary 1, 1951, shall, for the purposes
of subsection (c) only bedeemed to be a separate coverage group; 
except that there shall tieexcluded from such separate coverage group 
all employees in positions to which the agreement applies without 
regard to this subsection. 

(3) The modification pursuant to this subsection shall exclude (in
the case of employees in the coverage group established by paragraph 
(2) of this subsection) service performed by any individual during
any period before he is included under the Wisconsin retirement fund. 

(4) The modification pursuant to this subsection shall, if the State 
of Wisconsin requests it, exclude (in the case of employees in the 
coverage group established'by paragraph (2) of this subsection) all 
service performed in policemen's positions, all service performed in 
firemen's positions, or both. 

Certain Positions No Longer Covered by Retirement Systems 

(n) Notwithstanding subsection (d) , an agreement with any State 
entered into under t~his section prior to the date of the enactment. of 
this subsection may, prior to January 1, 1958, be modified pursuant to 
subsection (c) (4) so as to apply to services performed by employees, as 
members of any coverage group to which such agreement already
applies (and to which such agreement applied on such date of enact­
ment), in positions (1) to which such agreement does not, already
apply, (2) which were covered by a retirement. system on the date such 
agreement was made applicable to such coverage group, and (3) which, 
by reason of action by such State or political subdivision thereof, as 
may 'be appropriate, taken prior to the date of the enactment of this 
subsection, are no longer covered by a retirement system on the date 
such agreement is made applicable to such services. 

Certain Employees of the State of Utah 

(o) Notwithstanding the provisions of subsection (d) ,the agreement
with the State of Utahi entered into pursuant to this section may be 
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modified pursuant to subsection (c) (4) so as to apply to services per­
formed for any of the following, the employees performing services for 
each of which shall constitute a. separate coverage group: Weber 
Junior College, Carbon Junior College, Dixie Junior College, Central 
Utah Vocational School, Salt Lake Area Vocational School, Center for 
the Adult Blind, Union High School (Roosevelt, Utah), Utah High 
School Activities Association, St-ate Industrial School, State Training 
School, State Board of Education, and Utah School Employees Retire­
ment Board. Any modification agreed to prior to January 1, 1955, 
may be made effective with respect to services performed by employees 
as members of any such coverage groups after an effective date specified 
therein, except that in no case may any such date be earlier than 
December 31, 1950. 

Policemen and Firemen in Certain States 

(p) Any agreement with the State of Alabama, California, Florida, 
Georgia, Hawaii, Kansas, Maine, Maryland, New York, North Caro­
lina, North Dakota, Oregon, South Carolina, South Dakota, Tennes­
see, Texas, Vermont, Virginia, or Washington entered into pursuant to 
this section prior to the dlate of enactment of this subsection may, not­
withstanding the provisions of subsection (d). (5) (A) and the refer­
ences thereto in subsection (d) (1) and (d) (3), be modified pursuant 
to subsection (c) (4). to apply to service performed by employees of 
such State or any political subdivision thereof in. any policeman's or 
fireman's position, covered by a retirement system in effect on or after 
the date of the enactment of this subsection, but only upon compliance 
with the requirements of subsection .(d) (3). For the purposes of the 
preceding sentence, a retirement system which covers positions of 
policemen or firemen, or-both, and other positions shall, if the State 
concerned so desires, be deemed to be a separate retirement. system with 
respect to the- positions of such policemen or firemen, or both, as. the 
case may be. 

Time Limitation on Assessments 

(q) (1). Where a State is liable for an amount due under an agree­
ment pursuant to this section, such -State shall remain so liable until 
the Secretary is satisfied that- the amount due has been~paid to the 
Secretary of the Treasury. 

(2) INotwithstanding paragraph (1), a State shall not be liable for 
an amount due under an agreement pursuant to this section, with re­
spect-to the wages paid to individuals, aftrteeprto ftelts 
of the following perods.,fe teepraino telts 

(A) three -years, three months, and fifteen days after the year 
inwhich such wages were paid, or 

(B) . three years after the date on which such amount became 
due, or 

(C) three years, three.-months, and fifteen days after the year 
following the year in which this subsection is enacted. 

unless prior to the expiration of such period the Secretary makes an 
assessment of the amount due. 

(3) For purposes of this subsection and section -205(c), an assess­
ment of -anamount due is made when the Secretary mails or otherwise 
delivers to the State a notice st~ating the amount he has determined to 
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be due under an agreement pursuant to this section and the basis for 
such determination. 

less b emdt aebe aewti uhpro f 

tenin fsuch period (or extended pro)and, subject to such 
coniiosas may be agreed upon, the Secreaymakes the assess­
ment ro to the expiration of such extension; or 

(B)witinthe 365 days immediately preceding the expiration 
of scpeid(or extended period) the State pays to the Secre­
tar othTreasury less than the correct amount due under an 
agreement pursuant to this section with respect to wages paid to 
individuals in any calendar quarters as members of a coverage 
group, and the Secretary of Health, Education, and Welfare makes 
the assessment, adjusted to take into account the amount paid by
the State, no later than the 365th day after the day the State made 
payment to the Secretaryof the Treasury; but the Secretary of 

Health, Education, and Welfare, shall make such assessment only
with respect to the wages paid to such individuals in such calendar 
quarters as members of such coverage group; or 

(C) pursuant to subparagraph (A))or (B) of section 205(c) (5)
he includes in his records an entry with respect to wages for an 
individual, but only if such assessment is limited to the amount 
due with respect to such wages and is made within the period such 
entry could be made in such records under such subparagraph.

(5) If the Secretary allows a, claim for a credit or refund of an 
overpayment by a State under an agreement pursuant to this section, 
with respect to wages paid or alleged to have been paid to an individual 
in a calendar year for services as a member of a coverage group, and if 
as a result of the facts on which such allowance is based there is an 
amount due from the State, with respect to wages paid to such indi­
vidual in such calendar year for services performed as a member of a 
coverage group, for which amount the State is not liable by rbason of 
paragraph (2) then notwithstanding paragraph (2) the State shall 
be liable for such amount due if teSecretary makes an assessment 
of such amount due at the time of or prior to notification to the State of 
the allowance of such claim. For purposes of this paragraph and 
paragraph (6), interest as provided for in subsection (j) shall not be 
included in determining the amount due. 

(6) The Secretary shall accept wage reports filed by a State under 
an agreement pursuant to this section~or regulations of the Secretary
thereunder, after the expiration of the period specified in paragraph 
(2) or such period as extended pursuant to paragraph (4), with 
respect to wages which a-re paid to individuals performing services 
as employees in a coverage group included in the agreement and for 
payment in connection with which the State is not liable by reason 
of paragraph (2), only if the State­

C1A) pays to the Secretary of the Treasury the amount due 
under such agreement with respect to such wages, and 

(B) agrees in writing with the Secretary of Health, Educa­
tion and Welfare to an extension of the period specified in para­
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graph (2) with respect to wages paid to all individuals perform­
ing services as employees in such coverage group in the calendar 
quarters designated by the State in such wage reports as the 
periods in which such wages were paid. If the State so agrees,
the period specified in paragraph (2), or such period as extended 
pursuant to paragraph (4), shall be extended until such time as 
the Secretary notifies the State that such wage reports have been 
accepted. 

(7) Notwithstanding the preceding provisions of this subsection,
where there is an amount due by a State under an agreement pursuant 
to this section and there has been a fraudulent attempt on the part
of an officer or employee of the State or any political subdivision 
thereof to defeat or evade payment of such amount due, the State 
shall be liable for such amount due without regard to the provisions
of paragraph (2), and the Secretary may make an assessment of such 
amount due at any time. 

Time Limitation on Credits and Refunds 
-(r)(1) No credit or refund of an overpayment. by a State under an 

agreement pursuant to this section with respect to wages paid or 
alleged to have been paid to an individual as a member of a cover-age 
group in a calendar quarter shall be allowed after the expiration of 
the latest of the following periods-­

(A) three years, three months, and fifteen days after the year
inwhich occurred the calendar quarter in which such wages were 

paid or alleged to have been paid, or 
* (B) three years after the date the payment which included 
such overpayment became due under such agreement with respect 
to the wages paid or alleged to have been paid to such individual 
as a member of such coverage group in such calendar quarter, or 

(C) *two years after such overpayment was made to t~he Secre­
tar of the Treasury, or 

(D) three years, three months, and fifteen days after the year
following the year in which this subsection is enacted, 

unless pwior -tothe expiration of such period a claim for such credit or 
refund is filed with the Secretary of Health, Education, and Welfare 
by the State. 

(2) A claim for a credit or refund filed by a State after the expi]Za­
tion of the period specified by paragraph (1) shall nevertheless be 
deemed to have -been filed within such period if­

(A) before the expiration of such period (or, if it has pre­
viously been-extended under this subparagraph, of such period as 
so extended) the State and the Secretary agree in writing to an 
extension oi such period (or extended period) and the claim is 
ifiled with the Secretary by the State prior to the expiration Of 
such extension; but any claimn for a credit or refund vailid because 
of this subparagraph shall be allowed only to the extent -author­
ized by the conditions provided for in the agreement for such 
extension, or 

(B) the Secretary deletes from his records an entry with re­
spect -towages of an individual pursuant to the poions of sub­
paragraph (A), -(B),or (E) of section 205 (c) (5r)obiuitoonly with 
respect to the entry so deleted. 
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Review by Secretary 

(s) Where the Secretary has made an assessment of an amonoit due 
by a State under an agreement pursuant to this section, disallowed a 
State's claim for a credit or refund of an overpayment under such 
agreement, or allowed a State a credit or refund of an overpayment
under such agreement, he shall review such assessment, disallowance, 
or allowance if a"written request for such review is filed with him by
the State within 90 days (or within such further time as he may allow)vl
after notification to the State of such assessment, disallowance, or 
,allowance. On the basis of the evidence obtained by or submitted to 
the Secretary, he shall render a decision -affirming, modifying, or 
reversing such assessment, disallowance, or allowance. In notifying
the State of his decision, the Secretary shall state the basis therefor. 

Review by Court 

(t) (1) Notwithstanding any other provision of this title any State,
irrespective of the amount in controversy, may file, within two years
after the mailing to such State of the notice of any decision by the 
Secretary pursuant to subsection (s) affecting such State, or within 
such further time as the Secretary may allow, a civil action for a 
redetermination of the correctness of the assessment of the amount due, 
the disallowance of the claim for a refund or credit, or the allowance 
of the refund or credit, as the case may be, with respect to which the 
Secretary has rendered such decision. Such action shall be brought
in the district court of the United States for the judicial district in 
which is located the capital of such State, or, if such action is brought,
by an instrumentality of two or more States, the principal office of such 
instrumentality. The judgment of the court shall be final, except that 
it shall be subject to review in the same manner as judgments of such 
court in other civil actions. Any action filed under this subsection 
shall survive notwithstanding any change in the person occupying the 
office of Secretary or any vacancy in such office. 

(2) Notwithstanding~ the provisions of section 2411 of title 28, 
United States Code, no interest shall accrue to a State after final judg-~ 
ment with respect to a credit or refund of an overpayment made under 
ain agreement pursuant to this section. 

(3) The first sentence of section 2414 of title 28, United States Code, 
shall not apply to final judgments rendered by district courts of the 
United States in civil actions filed under this subsection. In such 
cases, the payment of amounts due to States pursuant to such final 
judgments shall be adjusted in accordance with the provisions of this 
section and with regulations promulgated by the Secretary. 

Sec. 219. [Repealed.] 

Disability Provisions Inapplicable if Benefit Rights Impaired 

Sec. 220. None of the provisions of this title relating to periods of 
disability shall apply in any case in which their application would re­
sult in the denial of monthly benefits or a lump-sum death payment
which would otherwise be payable under this title; nor shall they
apply in the case of any monthly benefit or lump-sum death payment
under this title if such benefit or payment would be greater without 
their application. 
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Disability Determinations 

Sec. 221. (a) In the case of any individual, the determination of 
whether or not he is under a disability (as defined in section 216 (i) or 
223(c)) and of the day such disability began, and the determination 
of the day on which such disability ceases, shall,-except as provided in 
subsection (g), be made by a State agency pursuant to an agrement
entered into under subsection (b). Excep as provided in subsections 
(c) and (d), any such determination shall be the determination of the 
Secretary for purposes of this title. 

(.b) The Secretary shall enter into an agreement with each State 
which is willing to make such an agreement under which the State 
agency or agencies administering the State plan approved under the 
Vocational Rehabilitation Act, or any other appropriate State agency 
or agencies, or both, will make -the determinations referred to in sub­
section (a) -with respect to all individuals in such State, or with re­
spect to such class or classes of individuals in the State as ma -bedes­
ignated in the agreement at the State's request, other than =indiid 8 
refer'red to in &ub~ection(g) (4.

(c) The Secretary may on his own mot-ion review a determination, 
made by a State agency pursuant to an agreement under this section,
than an individual is under a disability (as defied in setion 216 (i) 
or 223 (c) ) and, as a.result of such review, may determine that such 
individual is not under a disability (as so defined) or that such dis­
ability began on a day later than that determined by such agency, or 
that such disability ceased on a day earlier than that determined by
such agency.

(d) 'Any individual dissatisfied with any determination under sub­
section (a) (c), or (g) shall be entitled to a hearing thereon by the 
Secretary tothe same extent as is provided in section 205(b) with r6­
spect to decisions of the Secretary, and to judicial review of the Secre­
tary's final decision after such hearing as is provided in section 205 (g).

(e) Each State which has an agreement with the Secretary under 
this section shall be entitled to receive from the Trust Funds, in ad­
vance or by way of reimbursement, as may be mutually agreed upon, 
the cost to the State of carrying out the agreement under this section. 
The Secretary shall from time to time certify such amount as is neces­
sary for this purpose to the Managing Trustee, reduced or increased, 
as the case may be,-by any sum (for which adjustment hereunder has 
not previously been made) by which the amount certified for any prior
period was greater or less than the dinount which should have been 
paid to the State under this subsection for such period; and the Man­
aging Trustee, prior to audit or settlement by the General Accounting
Office, shall make payment from the Trust Funds at the time or times 
fixed by the Secretary, in accordance with such certification. Ap­
propriate adjustments between the Federal Old-Age and Survivors 
Insurance Trust Fund and the Federal Disability Insurance Trust 
Fund with respect to the payments made under this subsection shall 
be made in accordance with paragraph (1) of subsection (g) of sec­
tion 201 (but taking into account any refunds under subsection (f)
of this section) to insure that the Federal Disability Trust Fund is 
charged .with all expenses incurred which are attributable to the ad­
ministration of section 223 and the Federal Old-Age and Survivors 
Insurance Trust Fund is charged with all other expenses. 
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(f) All money paid to a State under this section shall be used solely 
for the purposes for which it is paid; and any money so paid which is 
n~ot used for such purposes shall be returned to the Treasury of the 
United States for deposit in the Trust Funds. 

[(g) In the case of individuals in a State which has no agreement
under subsection (b), in the case of individuals outside the'United 
-States, and in the case of any class or classes of individuals not in­
cluded in an agreement under subsection (b), the determinations 
referred to in subsection (a) shall be made by the Secretary in accord­
ance with regulations prescribed by him.]

(g) In the case of­
(1) ilnlividua28 in a State which has no agreement under sub­

(2ectuivdual outsidethe UnitedStates, 
(3) any class orclasse8 of individuals not included in an agree­

mentwnder8ub8secton(b), andI 
(4) any individual with re8pect to whom the Secretary, n -qb,­

cordance wiztk regulations prescribed by him, flnd8 that a detdr­
minaionof isailiy o ofthe day on which a disability ceased 
may e mde A) n te eidence furnished by or on be-half of 
8U~hindvidal 	 romsoucesof informat~ion as to ex~amination 

and reamen whih ae dsigntedb~8uchindividual, or (B) 
on the evidence of remiuneraiewractivitie8performed by 
such individual, 

the determinations referred to ~in subsection (a) shall be made,by the 
Secretary in accordancewith regulati~n prescribed by him. 

Rehabilitation Services 

Referral for Rehabilitation Services 

Sec. 222. (a) It is hereby declared to be the policy of the Congress 
that disabled individuals agpplying for a determination of disability,
and disabled individuals who are entitled to child's insurance benefits 
shall be promptly referred to the State agency or agencies administer­
ing or supervising the administration of the State plan approved uin­
der the Vocational Rehabilitation Act for necessary vocational reha­
bilitation services, to the end that the maximum number of such indi­
viduals may be rehabilitated into productive activity. 

Costs of Rehabilitation Services From Trust Funds 

(-b) (1) For the purpose of making vocationalrehabilitationserv­
ices more readily available to disabled individuals who are,­

(A) entitled to disability insurance beneflts under section £W, 
or 

(B) entitled to child's insurance bene#8t under section 202(d) 
after having attainedage 18 (and are undera disability), 

to the end that savings will result to the Trw&t Funds as a result of 
rehabilitatingthe maxeimum, num-ber Of such individuals into produc­
tive activity, there are authorized to be trmerredfrom the Trust 
Funds such sums as may be necessary to enabl the Secretar to a 
the costs of vocational rehabilitationservices for such individal 
(including (i) services during theirwaiting periods, and (ii) so miuch 

49-48 0-65"-t. 2-9 
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of the expenditures for the, administrationof an~y State plan as is 
attribu~table to carrigoutthis subsection); except that the total 
amount 80 made aviale pursuant to this subsection in any fiscal 
year 'may not exceed 1 percent of the benefits uider section £202(d) 
for children who have attained age 18 and are under a disabilityo 
under sectumn 223, which we-re certified for payment in th-e precedn 
year. The selectwon of individuale (including the order in which 
they shall be 8elected) to receive such serviwes shall be made in a-c­
cordance with criteriaformulated by the Secretary which are based 
upon the effect the provision Of 8uch services would have upon the 
Trust Funds. 

(2) In the case of each State which is willing to do so, such voca­
tional rehabilitationservices shall be furnished under a State plain 
for vocationalrehabilitationservices which_­

(A) -hasbeen approved wider section 5 of the Vocational Re­
habilitationAct, 

(B) provides that, to the extent funds provided under this 
subsectwon are adequate for the purpose, such services will be 
furnished, to any individual in the State who meets the criteria 
prescribed by the Secretary pursuant to paragraph (1), with 
reasonablepromptness and in accordancewith the order Of selec­
tion determined undersuch criteria,and 

(C) provides that such services will be furnished to any indi­
vidual without regardto (i) his citizenship or place of residence, 
(ii) his need for financialassistanceexcept as provided in regula­
tions of the Secretary in the case of maintenance during reha­
bilitation,or (iii) any order of selection followed under the State 
plan w~rsant to section 5 (a) (4) of the. Vocatioiial Rehabilita­

(3) In the case of any State which does not have a plan which meets 
the requirements of paragraph(2), the Secretary may provide such 
services by agreement or contractwith other public or privateagencies, 
organisations,institutions,or individuals. 

(4) Pay~ments under this subsection may be made in installments, 
and in advance or by way of reimbursement, 'with necessary adjusmt­

.2aent8 on account of overpayments or wnderparyments. 
(5) Money paid from the Trust Funds under this subsection to pay 

the costs of providing services to individualswho are entitled to bene­
fits under section 2923 (including services during their waiting pe­
riods), or who are entitled to benefits undersection 91022(d) on the baysi 
of the wages and self-employment income of such individualsshall be 
chargedto the FederalDisabiltyInsuranceTrust Fund,and all other 
money paid out from the Trust Funds under this subsection shal be 
charged to the FederalOld-Age and Survivors Insurance Trust Fund. 
The Secretary shall determine according to such methods and proce­
dures as he may deem approprmate­

(A) the total cost Of the services providedunder this subsection, 
and 

(B) subject to the provisio'ns of the preceding sentence, the 
amount of such cost which should be chargedto each of such Trust 
Funds. 

(6) For the purposes of this subsection the term "vocational re­
habilitation services" shall have th-e maigassigned to it in the 
VocationalRehabilitationAct, except that suh8ervicesmay be limited 
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in type, scope, or amountint accordancewith regulationsof the Secre­
tary designed to achieve te purposes of this subsection. 

Deductions on Account of Refusal To Accept Rehabilitation Services 

f(b) ] (c) (1) Deductions, in such amounts and at such time or times 
as the Secretary shall determine, shall be made from any payment or 
payments under this title to which an individual is entitled, until the 
total of such deductions equals such individual's benefit or benefits 
under sections 202 and 223 for any month in which such individual, 
if a child who has attained the age of eighteen and is entitled to child's 
insurance benefits or if an individual entitled to disability insurance 
benefits refuses without grood cause to accept rehabilitation services 
available to him under a State plan approved under the Vocational 
Rehabilitation Act. Any individual who is a member or adherent 
of any recognized church or religious sect which teaches its members 
or adherents to rely solely, in the treatment and cure of any physical 
or mental impairment, upon prayer or spiritual means through the 
application and use of the tenets or teachings of such church or sect, 
and who, solely because of his adherence to the teachings or tenets of 
such church, or sect, refuses to accept rehabilitation services available 
to him under a State plan approved under the Vocational Rehabilita­
tion Act, shall, for the purposes of the first sentence of this subsection, 
be deemed to have done so with good cause. 

(2) Deductions shall be made from any child's insurance benefit to 
which a child who has attained the age of eighteen is entitled or from 
any mother's insurance benefit to which a person is entitled, until the 
.totalof such deductions equals such child's insurance benefit or benefits 
or such mother's insurance benefit or benefits under section 202 for any 
month in which such child or person entitled to mother's insurance 
benefits is married to an individual who is entitled to disability in­
surance benefits and in which such individual refuses to accept re­
habilitation services and a deduction, on account of such refusal, is 
imposed under paragraph (1). If both this paragraph and para­
graph (3) are applicable to a child's insurance benefit for any month, 
only an amount equal to such benefit shall be deducted. 

(3) Deductions shall be made from any wife's, husband's, or child's 
insurance benefit, based on the wages and self-employment income of 
an individual entitled to disability insurance benefits, to which a wife, 
divorced wife, husband, or child is entitled, until the total of such 
deductions equals such wife's, husband's or child's insurance benefit or 
benefits under section 202 for any month in which the individual, on 
the basis of whose wages and self -employment income such benefit was 
payable, refuses to -accept rehabilitation services and deductions, on 
account of such refusal, are imposed under paragraph (1).

(4) The provisions of paragraph (1) shall not apply to any child 
entitled to benefits under section 20~2 (d), if he has attained the age of 
18 but has not attainedthe age of 22, for any month durinq which he 
is a full-time- student (as defined and determ~ined und~er section 

202 ()).Period of Trial Work 

[ (c) ] (d) (1) The terpi "period of trial work," with respect to an 
individual entitled to benefits under section 223 or 202(d), means a 
period of months beginning and ending as provided in paragraphs 

()and (4). 
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(2) For purposes of sections 216(i) and 223, any services rendered 
by an individual during a period of trial work shall be deemed not to 
have been rendered by such individual in determining whether his 
disability has ceased in a month during such period. For purposes
of this subsection the term "services"~ means activity which is per­
formed for remuneration or gain or is determined by the Secretary to 
be of a type normally performed for remuneration or gain.

(3) A period of trial work for any individual shall begin with the 
month in which he becomes entitled to disability insurance benefits, or,
in the case of an individual entitled to benefits under section 202(d)
who has attained the age of eighteen, with the month in which he be­
comes entitled to such benefits or the month in which he, attains the 
age of eighteen, whichever is later. Notwithstanding the pecedin 
sentence, no period of trial work may begin for any individual prior 
to the beginning of the month following the month in which this para­
graph is enacted; and no such period may~begin for an individual in 
a period of disability of such individual in which he had a previous
period of trial work. 

(4) A period of trial work for any individual shall end with the 
close of whichever of the following months is the earlier: 

(A) the ninth month, beginning on or after the,first day of such 
period, in which the individual renders services (whether or not 
such nine months are consecutive) ; or 

(B) hemnthin wichhis disability (as defined in section 
223c ()cess(sdtrined after application of paragraph 

(5) nthcaeoanidvual who becomes entitled to benefits 
under section 223 for any month as provided in clause (ii) of subsec­
tion (a) (1) of such section, the preceding provisions of this subsec­
tion shall not apply with respect to services in any month beginning
with the first month for which he is so entitled and ending with the 
first month thereafter for which he is not entitled to benefits under 
section 223. 

Disability Insurance Benefit Payments 
Disability Insurance Benefits 

Sec. 223. (a) (1) Every individual who­
(A) is insured for disability insurance benefits (as determined 

under subsection (c) (1) ) 
(B) has not attained the age of sixty-five, and 
(C) has filed application for disability insurance benefits, 

[and3
C(D) is under a disability (as defined in subsection (c) (2)), 

at the time such application is filed,]
shall be entitled to a disability insurance benefit (i) for each month 
beginning with the first month after his waiting period (as defined in 
subsection (c) (3) ) in which he becomes so entitled to such insurance 
benefits, or (ii) for each month beginning with the first month during
all of which he is under a disability and in which he becomes so en­
titled to such insurance benefits, but only if he was entitled to disability
insurance benefits which terminated, or had a period of disability (as
defined in section 216 (i) ) which ceased, within the sixty-month period 
preceding the first mouth in which he is -unider such disability, and 
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ending with the month preceding whichever of the following months 
is the earliest: the month in which he dies, the month in which he at­
tains age 65, the first month for which he is entitled to old-age in­
surance benefits, or the third month following the month in which 
his disability ceases. 

(2) [Such]3Exce t asprovidedinsection2O2(q), 8uchindividual's 
disability insurance b~enefit for any month shall be equal to his primary
insurance amount for such month determined under section 215 as 
though he had attained age 62 (if a woman) or age 65 (if a man) in­

(A) the first month of his waiting period, or 
(B) in any case in which clause (ii) of paragraph] (1.) of this 

subsection is applicable, the first month or whic he becomes 
entitled to such disability insurance benefits. 

and as though he had become entitled to old-age insurance benefits in 
the month in which he filed his application for disabiliy insurance 
benefits and was entitled to an 'old-age insurance benefit for each 
month for which (pursuant to subsection (b)) he was entitled to a 
disability insurance benefit. For the purposes of the preceding sen­
tence, in the case of a woman who [both was fully insured and had3 
attained age 62 in or before the first month referred to in subpara­
graph (A) or (B) of such sentence, as the cae may be, the elapsed 
years referred to in section 215(b) (3) shall not include the [first year] 
year in which she [bot-h was fully insured and had] attained age 62, 
or any year thereafter. 

f (3) If, for any month before the month in which an individual at­tains aze 65, such individual is entitled to-­
[(A) a widow's, widower's, or parent's insurance benefit, or 
[ (B) an old-age, wife's, or husband's insurance benefit which is 

reduced under subsection (q) of section 202,
such individual may not., for any month after the first month for which 
such individual is so entitled, become entitled to disability insurance 
benefits; and a period of disability may not begin with respect to such 
individual in any month after such first month.] 

Filing of Application 

(b) [No application for disability insurance benefits shall be ac­
cepted as a valid application for purposes of this section (1) if it is 
filed more than nine months before the first month for which the ap­
plicant becomes entitled to such benefits, or (2) in any case in which 
clause- (ii) of paragraph (1) of subsection (a) is applicable, if it is 
ifiled more than six -months be fore, the first month for which the ap­
plicant- becomes entitled to such benefits; and any application filed 
within such nine months' period or six months' period, as the case may
be, shall be deemed to have been ifiled in such first month.3 An ap­
plicationfor disability insurance benefit8 fild before the first month 
in which the applicantsatisfie the requirements for such benefits a 
prescrbed in subsection (a) (1))shallbe deemed a valid application
only if the applicantsatisfies thereguirement8for such benefits before 
the Secretary makes a final decison-on the application. If, upon 
finahl dcsobyteSceaordecisionuponjudicialreview thereof, 

,shallb emdt aebe ie nsc is ot.[nidvda
who wol aebe nildt iaiiyisrnebnftfor any
month afe June 1957 had he fie plcto hrfrpirto tile 
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end of such month shall be entitled to such benefit for such month if 
he is continuously under a disability after such month and until he files 
application therefor, and he ifiles such application prior to the end of 
the twelfth month immediately succeeding such month.] An individ­
val who would have been entitled to a disabilityinsurance benefit for 
any month had he filed application therefor before the end of such 
month shall be entitled to such benefit for such month if he files such 
applicationbefore the end of the 192th month immediately succeeding 
such month. 

Definitions 

(c) 	 For purposes of this section­
(1) An individual shall be insured for disability insurance 

benefits in any month if­
(A) he would have been a fully insured individual (as de­

fined in section 214) had he attained age 62 (if a woman) 
or -age 65 (if a man) and filed application for benefits un­
der section 202 (a) on the first day of such month, and 

.(B) he had not less than twenty quarters of coverage 
during the forty-quarter period ending with the quarter in 
which such first day occurred, not counting as p art of such 
forty-quarter period any quarter any part of which was in-
included in -a period of disability (as defined in section 
216(i)) unless such quarter was a qurter of coverage. 

[(2)Theter "diabiity means in aiity to engage in any
subtanialgaifulactvit byreason of any medically determin­
ablephyicaormenal mparment which can be expected to 
resul in be and indefinite dura­eathor t feIn-continued 

tion. A~n individual shallntb considered to be under a dis­
ability unless he furnishes such proof of the existence thereof as 

(a) The tequrmd "disability" means inability to engage in any 
substantialgainful activity by reason of any medically determin­
able johysical or mental impairment which can be expected to re­
sult in death or which has lasted or can be expected to last for a 
continuous period of not less than 12I calendarmonthe. An indi­
vidual shall not be considered to be under a disability unless he 
fur'nishe8 :such proof of the existence thereof as may be re­
quired. 

(3) The term "waiting period" means, in the case of any appli­
cation for disability insurance benefits, the earliest period of six 
consecutive calendar months­

(A) throughout which the individual who files such appli­
cation has been under a disability [which continues until 
such application is filed], and 

(B) (i) which begins not earlier than the first day of the 
eighteenth month before the month in which such application 
is filed if such individual is insured for disability insurance 
benefits in such eighteenth month, or (ii) if he is not so in­
sured in such month, which begins not earlier than with the 
first day of the first month after such eighteenth month in 
which he is so insured. 

Notwithstanding the preceding provisions of this paragraph, no 
waiting period may begin for any individual before January 1, 
1957. 
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Reduction of Benefits Based on Disability on Account of Receipt
of Workmen's Compensation 

Sec. 224. (a) If any month prior to the month in which an individ­
ual attainsthe age of 692­

() such individual is entitled to benefits under section 9223, 
an 

(92) such individual is entitled for such month, under a work-
men's compensation law or plan of the United State8 or a State, 
to periodic benefits for a total or partial disability (whether or 
not permonent), and the Secretatry has.,in a priorm-onthreceiv~ed 
notice of such entitlement for such month. 

the total of his benefits under section 9293 for such month and of any 
benefits under section 92092 for such month based on his wages and self 
employment income shall be reduced (but not below zero) by the 
amount by which suem of­

(3) such total of benefits under sections 9223 and 92092 for such 
month and

(4) such periodic benefits payable (and actually paid) for 
such month to such individualunder the workmen's compensation 
law or plan,

exceeds the higherof­
(56) 80 per centum of his "average current earnings",or 
(6) the total of such individual'sdisability insurance benefits 

under sectwon 9223 for such month and of any monthly insurance 
benefits under section 92092 for such month based on his wages and 
self-employment income, prior to reduction under this section. 

In no case shall the reduction in the total Of such benefits under sec­
tions 9223 and 92092 for a month reduce such total below the sum Of­

(7) the total of the benefits under sections 9223 and 92092, after 
reductionunderthis section, with respect to all persons entitled to 
benefits on the basis of such individual'swages and self-employ­
ment income for such month which were determ~ined for such 
individual and such persons for the first month for which reduc­
tion under this section was made (or which would have been 50 
determined if all of them had been so entitled in such first month), 
and 

(8) any increase in such benefits with respect to such individ­
ual and such persons, before reduction under this section, which 
is made effective for months after the first month for whichreduc­
determinedif all of them had been so entitled insuch first month), 
and 

For prposes of clause (6), an individual's average current earnings 
means the largerof (A) the average monthly wage used for purposes
of computing his benefit under section 2923, or (B) one-siceticith of the 
total of his wages and self-employment income for the five consecu­
tive calendar years after 1951 for which such wages and self-employ­
ment income were highest.

(b) 	 If amy periodic benefit under a workmen's compensation la'w 
or lanispa~abl o oterthana monthly basis (excluding a benefit 
payales alumpsumexcpt to the extent that it is a comzmutation of, 
or sbsttue frperodcpayments), the reduction under this sec­
tionshalbemad at uchtime or timses and in such amnounts as the, 

.Secretary finds will approximate as nearly as practicablethe rediuc­
tion prescribedby subsection (a). 
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(c) Reduction of benefits u~nder thz8 section shall be made after any 
red~uction under subsection (a) of section 203, but before deductions 
u~nder such section and under sectwon 222(b). 

(d) The reduction of benefits requiredby this section shall not be 
made if the workmen's compensation law or planunder which a peri­
odic benefit is payable provides for the reduction thereof when an~y 
one is entitled to benefits under this title on the basis of the wages and 
8elf-em'ployjment income of an individual entitled to benefits under 
section223. 

(e) If it appearsto the Secretary that an individualmay be eligible 
for periodic benefits under a workmen's compensation law. or plan
which would givue rise to reduction under this section, he may require, 
as a condition of certificationfor payment of any benefits under 8ec­
tion 223 to any individual for any month and of any benefits under 
section 202 for such month based On such individual'swages and self-
employment income, that such individual certify (i) whether he has 
filed or intends to file any claimi for such periodic benefits, and (ii) if 
he has so filed, whether there has been a decision on such claim. The 
Secretary miay, in the absence of e'vidence to the contrary, rely uo 
such a certification by such individual that he has not fliled Z,' does 
not intend to file su~ch, a claim, or that. he has so filed and no final 
decision thereon has been made, in certifying benefits for payment 
pursu~ant to section 205(i).

(f) (1) In the second calendaryear after the year in which reduc­
tio-n under this section in the totalof an individual'sbenefit wnder.se­
tion 223 and any benefit8 under section 202 based on his wage8 and 
self-employment income was first required (in a contineou eriod of 
months), and in each,third year thereafter, the Secret=aryshall rede­
termine the amount of such benefits which are still subject to reduction 
under this section; but such redeterminationshall not result in anyj 
decrease in the totalaimount of benefits payable umnder this title on the 
basis of such individual's wages and self-employment income. Such 
redetermined bentefit shall be determined as of, and shall become 
effective 'with., the January following the year in which, such%rede­
terminationwas made. 

(2) In making the redeterminationrequiredby paragraph(1), the 
individual'saverage current earnings (as defined in subsection (a)) 
shall be deemed to be the product of his average current earnings as 
initially determined under subsection (a) and the ratio of (i) the 
average of the taxable wages of all persons for whom taxable wages 
were reported to the Secretary for the first calendar quarter of the 
calendaryear in which such redletermiination,is made, to (ii) the aver­
age of the taxable wages Of such persons reportedto the Secretaryfor 
the first calendar quarterof the taxable year in which the, 'reduction~ 
was first computed (but not counting any reduction made in benefits 

fra previous3 period of disability). Any amount determined under 
the preceding sentence which is not a muhliple of $1 shall be reduced 
to the next lower multiple of $1. 

(g) Whenever a reduction in the total of benefits for any month 
based on an individual'swagesand self-employment income is made, 
undpr this section, each benefit, except the disabilityinsurance benefit, 
shall first be proportionatelydecreased,and any excess Of such,reduc­
tion over the sum of all such benefits other than the disability insur­
ance benefit shall then be'applied to such disabilityinsurance benefit. 
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Suspension of Benefits Based on Disability 

Sec. 225. If the Secretary, on the basis of information obtained by or 
submitted to him, believes that an individual entitled to benefits under 
section 223, or that a child who has attained the age of eighteen and is 
entitled to benefits under section 202 (d), may have cemksed to be under 
a disability, the Secretary may suspend the payment of benefits under 
such section 223 or 202 (a) until it is determined (as provided in sec­
tion 221) whether or not such individual's disability has ceased or until 
the Secretary believes that such disability has not ceased. In the case 
of any individual whose disability is subject to determination under 
an agreement with a State under section 221 (b), the Secretary shall 
promptly notify the appropriate State of his action under this sec­
tion and shall request a. prompt determination of whether such indi­
vidual's disability has ceased. For purposes of this section, the term 
"disability" has the meaning assigned to such term in section 223 
lc) (2). Whenever the benefits of an individual entitled to a disability
insurance benefit are suspended for any month, the benefits of any
individual entitled thereto under subsection (b), (c), or (d) of section 
202, on the basis of the wages and self-employment income of such 
individual, shall be suspended for such month. The first sentence of 
this section shall not apply to any child entitled to benefits under 
section 92092(d), if he has attained the age of 18 but has not attained 
the age of 922, for any month, during 'which he is a full-time student 
(as defined anddeterminedundersection2092(d)). 

Entitlement to Hospital Insurance Benefits 

Sec. 226. (a) Every individualwho­
(1) has attainedthe age of 6.5, and 
(92) is entitled to monthly insurance benefits under section 

2092, [or is a qualifiedrailroadretirementbeneficiary]
shall be entitled to hospital insurance benefits wnder part A of title 
XVIII for each mnwnth for 'which he meets the condition specified in 
paragraph (92), beginning with the first month after June,1966 for
which he meets the c&ondtin specified in paragraphs (1) and (92).

(b) Forpurposesof subsection (a) ­
(1) entitlement of an individual to hospital insuranee benefits 

for a month shall consist of entitlement to have payment made 
under, and subject to the limitations in, part A of title XVIII 
on his behalf for inpatient hospital services, post-hospital exr­
tended care services, post-hospitalh~ome health. services, and out­
patient hospital diagnostic services (as such terms are defined in 
part C of title XVIII) furnished him in the United States (or
outside the UnitedStates in the case of inpatienthospital services 
furnished under the conditions described in section 1814(f))

durng no such. payment may beuchmonh.;ewcptthat (A)

mad fo
pot-hspial cetnded care services furnished before 
Janury an nosuch payment may be made for post­967 (B 
hositaerenddcre ervce or post-hospitalhome health serv­

icsunless the discharge from~the hospital required to qualify
such. services for payment under part A of title XVIII occurred 
after June 30, 1966, or on or after the first day of the month. in 
which he attainsage65 whicheveris later;and 
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[(2) an individual shall be deemed entitled to month~ly insur­
ance benefit undersection 202, or to be a qualifiedrailroadretire­
ment beneficiary, for the month in which.he died if he would have 
been entitled to su-ch benefi8, or would have been a qualified rail­
road retirement beneficiary, for such month had he died in the 
nexit month.]

(2) an individual shall be deemed to be entitled to mont/dy
insurance benefit under section 202 for the month7 in which, he 
died if he Would have been entitled to such.benefits for such~month 
hadhe died inthe nex~t month. 

[(c) For pu47oses of this' section., the term, 'qualified railroadre­
tirem~ent beneficziary' means an individual whose name has been cer­
tified to the Secretary by the RailroadRetirement Board under sec­

tin2fthe RailroadiPetirementAct of 1937. An individual shall 
caeto alie e railroadretirementbeneficiary at the close of the 

month preceding the month which.is certified by the RailroadRetire­
ment Board as the month in which,he ceased to meet the requirements 
of 8ectlion 2101f the RailroadRetirementAct of 1937.]

[ (d) 3 (c) For entitlement to hospitalinsurance benefit in the case 
of certain uninsuredindividuais,see section103 of the Social Security 
Am-endments of 1965. 

Transitional Insured Status 

Sec. 227. (a) In the case of any individualwho attains the age of 
72 before 1969 but who does not meet the requirements Of section 214 

~a , the 6 9'uarter8 of coverage referred to in so much of paragraph
()of section 214(a) as follows clause (C') shall, instead,be,3 quarters

of coverage for purposesof determnigentitlementof such individual 
to benefit under section 202(a),ando his wife to benefits under sec­
'tion 202(b), but, in the case of such wife, Only if she attains the age
of 72 before 1969 and only with respect to wife's insurance benefits 
under section. 202(b) for and after the month in which she attains 
-su~ch age. For each month before the month in which any such in-
di'vidual meets the requirements of section 214(a), the amount of his 
old-age insurance benefit shall, notwithstandingthe provisions of sec­
tion 202(a), be $35 and the amount of the wife'sinsurancebenefit of 
his Wife shall, notwithstanding the, provision's of section 202(b), be 
$17.50. 

(b) In the case of any individual who has died, who does not meet 
the requirements of section 214(a), and whose widow attains age 72 
before 1969, the 6 quartersof coverage referred to in paragraph (3) of 
section 214(a) and in so much of paragraph (1) thereof as follows 
-clause (C) shall, for purposes 01 determining her entitlement to 
Wiido'w's insurancebenefits under section 202 (e), instead be­

in(1) 3 quarters of coverage if such widow attainsthe age of 72 
inor before 1966, 

(2) 4 quartersof coverage if such widow attains the age of 72 
in 1967(3)5 

or
quarters of coverage if such widow attains the age of 72 

in 1968. 
The amount of her widow's insurance benefit for each month shall, 
notwith~standing-the provisions of 202 (e) (and section 200(m)), be 
$35. 
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(c) In the case of any individualwho becomes, 0r upon filing appli­
cation therefor would become, entited to benefits u~nder 8ection 22a 
by reasonof the applicationOf subsectwon (a) of this 8ection, who dies, 
and whose widow attains the age of 72~before 1969, such deceased in­
dividual shall be deemed to meet the requirement8 of subsectumn (b)
of this section for purposes of determining entitlement of 8such widow 
to widow's insurancebenefit undersection 20 (e). 

TITLE IV-GRANTS TO STATES FOR AID AND SERVICES 
TO NEEDY FAMILIES WITH CHILDREN 

State Plans for Aid and Services to Needy Families With
 
Children
 

See. 402. (a) A State plan for aid and services to needy families 
with children must (1) provide that it shall be in effect in all politi­
cal subdivisions of the State, and, if administered by them, be manda­
tory upon them; (2) provide for financial participation by the State; 
~3) either provide for the establishment or designation of a single
State agency~to administer the plan, or provide for the establishment 

or designation of a single State agency to supervise the administra­
tion of the plan; (4) provide for granting an opportunity for a fair 
hearing before the State agency to any individual whose claim for aid 
to families with dependent children is denied or is not acted upon
with reasonable promptness; (5) provide such methods of adminis­
tration (including after January 1, 1940, methods relating to the es­
tablishment and maintenance of personnel standards on a merit basis, 
except that the Secretary shall exercise no authority with respect to 
the selection, tenure of office, and compensation of any individual 
employed in accordance with such methods) as are found byv the Sec­
retary to be necessary for the proper and efficient operation of the 
plan; and (6) provide that the State agency will make such reports,
in such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as the 
Secretary may from time to time find necessary to assure the correct­
nes and verification of such reports; (7) provide that the State 
agency shall, in determining need10take into consideration any other 
income and -resources of any child or relative claiming aid to families 
with dependent children, as well as any expenses reasonably attribut­
able to the earning of any such income; except that, in making such 
determination, (A) the State agency nmay disregardnot more than $50 
per month of earned income of each dependent child under the age of 
18 but not in execess of three in the same home, and (B) the State 
agency may, subject to limitations prescribed by the Secretary, permit
all or any portion of the earned or other income to be set aside for fu­
ture identifiable needs of a dependent child; (8) provide safeguards
.which restrict the use or disclosure. of information concerning appli­
cants and recipients to purposes directly connected with the adminis­
tration of aid to families with dependent children; (9) provide, effec­
tive July 1, 1951, that all individuals wishing to make application for 
aid to families with dependent children shall have opportunity to do 
so, and that aid to families with dependent children shall be furnished 
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with reasonable promptness to all eligible individuals; (10) effective 
July 1, 1952, provide for prompt notice to ap~propriate law-enforce­
ment officials of the furnishing of aid to families with dependent chil­
dren in respet of a child who has been deserted or abandoned by a 

paret;if) rovdeeffective October 1, 1950, that no aid will be fur­
nishday iniviualunder the plan with respect to any period with 

respct t whch he is receiving old-age assistance under the State plan
apprved ndersection 2 of this Act; (12) provide a description of the 

serice an) wichthe State agency makes available to maintain(i 
and steghnfmlife for children, including~ a description of the 
Ste s tknto asue nthe provision of such services, maximum utili­
zato of other agences poingsimilar or related services; and (13)
proiefor the develpetand plcto of a program for such 
welfare and related services fo ahcidworeceives aid to families 
with dependent children as may be necessary in the light of the par­
ticular home conditions and other needs of such child, and provide for 
coordination of such programs, and any other services provided for 
children under the State plan, with the child-welfare services plan de­
veloped as provided in part 3 of title V, with a view toward providing

wlare and related services which will best promote the welfare o 
such child and his family.

('b) The -Secretary shall approve any plan which fulfills the condi­
tions specified in subsection (a), except that he shall not approve any
plan which imposes as a condition of eligibility for aid to families 
with dependent children, a residence requirement -which denies aid 
with respect to any child residing in the State (1) who has resided in 
the State for one year immediately preceding the application for such 
aid, or (~2) who was born within one year immediately preceding the 
application, if the parent or other relative with whom the child is 
living has resided in the State for one year immnediately -preceding -the 
-birth. 

Payment to States 

Sec. 403. (a) From the sums appropriated theref or, the Secretary
of the Treasury shall pay to each State which has an approved plan
for aid and services to needy families with children, for each quarter, 
beginnn wthheqaercmencing October 1, 1958­

in he aseof ny tae other -thanPuerto Rico, the Virgin
IsladsandGuam anamont equal to the sum of the following 

proorton mout~expended during such quarterofthetoal 
as aid to fmlewihdpnntchildren under the State plan
(including expedtrsfrp'remium8 under part B of title 

XVII are recipients of nwney paynImetforindiidwze wh 
unde 8uh oherinsurance orpan ad premiums for medical 
any the tye o reedil cre or the cost thereof ) ­

(A)'[forten-sveneenths] /le-8ixith8 of such expendi­
tures, not ecountn so much of'any expenditure with re­
spect to any month as exceeds the product of [$17] $18 multi­
plied 'by the total number of recipients of aid to families with 
dependent children for such month (which total num ber, for 

purposes of this subsection, means (i) the number of indi­
viduals with respect to whom such aid -inthe form of money 
payments is paid for such month, plus (ii) the number of 
other individuals with respect to whom expenditures were 
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made in such month as a-id to families with dependent chil­
dren. in -the form of medical or any other type of remedial 
care, plus (iii) the number of individuals, not counted under 
clause (i) or (ii), with respect to whom payments described 
in section 406(b) (2) are made in such month and included. 
as expenditures for purposes of this paragraph or paragraph
(2) ) ; plus 

(B) the Federal percentage of the amount by which such 
expenditures exceed the maximum which -may 'be counted 
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of [$30] $32 
multiplied by the total number of recipients of aid to families 
with dependent children for such month; and 

(2) in the case of Puerto Rico, the Virgin Islands, and Guam, 
an amount equal to one-half of the total of the sums expended
during such quarter as aid to families with dependent children 
under the State plan (including expenditures for premiums under 
partB of title XVIII for individuakswho arerecipen~tsof money 
paymentg under 8UCii plan and other insurance premiums for 
medical or any other type of remedial care or the cost thereof) 
not counting so much of 'any expenditure with respect to any
month as exceeds $18 multiplied by the -totalnumber of recipients 
of such aid for such month; and 

(3) in the case of any State whose State p an approved under 
section 402 meets the ' requirements of subsection (c) (1), an 
amount equal to the sum of the following proportions of the total 
amounts expended 'during such quarter as found necessary by the 
Secretary of Health, Education, and Welfare for the proper and 
efficient administrationr of the State plan­

(A) 75 per centum of so much of such expenditures as are 
for­

(i) services which are prescribed pursuant to subsec­
tion (c) (1) and are provided (in, accordance with the 
next sentence) to any relative, specified in section 406 (a),
with whom any dependent child (applying for or receiv­
ing aid to families with dependent children) is living in 
order to help such relative attain or retain capability for 
Sself-suport or self-care, or services which are so pre­

nscrbe and so provided in order to maintain and 
strengthen family life for any such child, or 

(iTother services, specified by the Secretary as likely 
to prevent or reduce dependency, so provided to any such 
child or relative, or 

(iii) any of the services prescribed pursuant to sub­
section (c) (1), and of the services specified as provided
in clause (ii)-, which the Secretary may s.pecify as appro­
priate for any relative specified in section 406 (a) with 
whom any child (who, within such period or periods as 
the Secretary may prescribe, has been or is likely to be­

tenext sentence, or 
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(iv) the training of personnel employed or prepar­
ing for emplo~yment by the State agency or by the local 
agency administering the plan in the political subdivi­
sion; plus

(B) one-half of so much of such expenditures (not in­
cluded under subparagrph (A)) as are for services provided
(in accordance with the next sentence) to any relative, speci­
fled in section 406(a), with whom any child (who, within 
such period or periods as the Secretary may prescribe, has 
been or is likely to become an applicant for or recipient of 
aid to families with dependent children) is living, or to such 
child, if such services are requested by such relative or for 
services so provided to any child who is an applicant for or 

rcpetof 	such aid, or to any relative, specified in section 
406(a) wih ucha cildisliving; pluswom 

(C) ne-alfof te rmaiderof such expenditures. 
The sriereerdtinsparamahs(A) and (B) shall in­
clude only­

(D) services provided by the staff of the State -agency, or 
of the local -agency administering the State plan in the 
political subdivision: Provided, That no funds authorized 
under this title shall be available for services defined as voca­
tional rehabilitation services under the Vocational Rehabili­
tation Act (i) which are available to individuals in need of 
them under programs for their -rehabilitation carried on un­
der a State plan approved under such Act, or (ii) wh~ich -the 
State agency or agencies administering or supervising the 
administration of the State plan approved- under such Act 
are able and willing to provide if reimbursed for the cost, 
thereof pursuant -to agreement under subparagraph (E), if 
provided by such staff, and 

(E~) subject to limitations prescribed by the Secretary, 
services which in the judgment of the State 'agency cannot be 
,aseconomically or as effectively provided by the staff of such 
State or local agency and are not otherwise reasonably avail­
able to individuals in need of them, and which are provided, 
pursuant to agreement with the State agency, by the State 

health authority or the State agency or agencies administer­
ing or supervising the administration of the State plan 
for vocational rehabilitation services approved under the 
Vocational Rehabilitation Act or by any other State agency
which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies) ; 

exet that services described in clause (ii of subparagraph (D)
heef may be provided only pursuant to agreement with such 

State agency or agencies -administering or supervising the admin­
istration of the State plan for vocational rehabilitation services 
so approved.e She portion of the amount expended for adminis­
tration of th Sae plan to which subparagraph (A) applies and 
the Portion thereof to which subparagraphs (B) and (C) apply
shall be determined in accordance wit~h such methods and pro­
cedures as may be permitted by the Secretary; and 
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(4) in the case of any State whose plan approved under section 
402 does not meet the requirements of Subsection (c) (1), an 
amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the 
proper and efficient administration of the State plan, including 
services referred to in paragraph (3) and provided in accordance 
with the provisions of such paragraph. 

The number of individuals with respect to whom payments described 
in section 406(b) (2) are made for any month, who may be included 
as recipients of aid to families with dependen~t children for purposes
of paragraph (1) or (2), may not exceed 5 per centum of the number 
of other recipients of aid to families with dependent children for such 
month. 

(b) The method of computing and paying such amounts shall be 
as follows: 

(1) The Secretary of Health, Education, and Welfare shall, prior 
to the -beginning of each quarter, estimate theuamount to be paid to the 
State for such quarter under the provisions of subsection (a), such 
estimate to be based on (A) a report filed by the State containing its 
estimate of the total sum to be expended in such quarter in accordance 
with the provisions of such subsection and stating the amount appro-

prated or made available by the State and its political subdivisions 
forr such expenditures in such quarter, and if such amount is less than 
the State's proportionate share of the total sum of such estimated ex­
penditures, the source or sources from which the difference is expected 
to be derived, (B) records showing the number of dependent children 
in the State, and (C) such other investigation as the Secretary may
find necessary 

(2) The Secretary of Health, Education, and Welfare shall -then 
certify to the Secretary of the Treasury the amount so estimated by 
the Secretary of Health, Education, and Welfare, (A) reduced or in­
creased, as the case may be, !by -any sum by which the Secretary of 
Health, Education, and Welfare finds that h is estimate, for any prior 
quarter was greater or less than the amount which should have been 
paid to the State for such quarter, and (B) reduced by a sum equivaw
lent to the pro rata share to which the United States is equitably
entitled, as determined by the Secretary of Health, E~ducation, and 
Welfare, of the net amount recovered during any prior quarter by
the State or any political subdivision thereof with respect to aid to 
families with dependent children furnished under the State plan; 
except that such increases or reductions shall not be made to the ex­
tent that such sums have been applied to make the amount certified 
for any prior quarter greater or less than the amount estimated by the 
Secretary of Health, Education, and Welfare for such prior quarter. 

(3) The Secretary of the Treasury shall thereupon, through the 
Fiscal Service of the Treasury Department and prior to audit or 
settlement by the General Accounting Office, pay to the State, at the 
time or times fixed by the Secretary of Healthl Eucation, and Wel­
fare, the amount so certified. 

(c) (1) In order for a State to qualify for payments under para­
graph (3) of subsection (a), its State plan -approved under section 
402 must provide that the State agency shall make available at least 
those services to maintain and strengthen family life for children, and 
to help relatives specified in section 406 (a) with whom children (who 
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are applicants for or recipients of aid to families with dependent
children) are living to attain or retain capability for self-support or 
self-care, which are prescribed by the Secretary.

(2) In the case of any State whose State plan 'included a,provision
meeting the requirements of Paragraph (1), but with respect to which 

theecrearyfinds, after reasonable notice and opportunity for hear­
ing to the State agency administering or supervising the administra­
tion of such plan, that,­

(A) the provision has been so changed that it no longer com­
plies with the requirements of paripah (1), or 

(B) in the administration of the plan there is a failure to com­
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to 
comply. Until the Secretary is so satisfied further payments with 

resectto dmiistaton of such State plan shall not be madehe 
unde paagaph3) o susecion(a) but shall instead be made,
subjct o ofte oherproisins f tis title, under paragraph (4) 

Definitions 

See. 406. When used in this title-­
(a) The term "depedent child" means a needy child (1) who 

has been deprived of parental support or care by reason of the
death, continued absence from the home, or physical or mental 
incapacity of a parent, and who is living with his father, mother,
grandfather, grandmother, brother, sister, stepfather, step­
mother, 'step~brother, stepsister, uncle, aunt, first cousin,.nephew, 
or niece, in a place of residence maintained by one or more of
such relatives as his or their own home, and (2) who is (A)
under the age of eighteen or (B) under the age of twenty-one
and (as determined in accordance with standards prescribed by
-the Secretary) a student regularly [attending -a high school in 
pursuance of a course of study leading to a high school diploma 
or its equivalent] attending a 8Chool, college, or univer8lt~' or 
regularly attending a course of vocational or -technical training
designed to fit him for gainful employment;

()The -term "aid to families with depedent children" 
means money payments with respect to, or (i rovided in or 
after the third month before the month in whic the recipient
makes application for aid) medical care in beaf of or any
type of remedial care recognized under State law in behalf of, 
a dependent child or dependent children, and includes (1) money
payments or medical care or any type of remedial care rcgized
under State law to meet the needs of the relative with whom any
dependent child is living (and the spouse of such relative if 
living with him and if such relative is the child's parent and the 
child is a depedent child by reason of the physical or mental 
incapacity o la parent or is a dependent child under section 
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407'), and (2) payments with respect to any dependent child(including payments to meet -the needs of the relative, and therelative's spouse, with whom such child is living) which do notmeet the preceding requirements of this subsection, but which
would meet such requirements except that such payments 
are
made to another individual who (as determined mn accordance

with standards prescribed by the Secretary) is interested in or

concerned with the welfare of such child and relative, but only
with respect to a State whose State plan approved under section

402 includes provision for­

(A) determination by the State agency that the relativeof -thechild with respect to whom such payments are madehas such inability to manage funds that making payments
to him would be contrary to the welfare of the child and,therefore, it is necessary-t6- provide such aid with respect
to such child and relative through payments described inthis clause, (2) ; _(B) making such payments only in cases in which such 
payme= will, under the rules otherwise applicable underthe Saeplan for determining need and the amount of aid 
to families With dependent children -tobe paid (and in con­junction with other income and resources), meet all the need
of the individuals with respect to whom such payments
made; 

are 

(C) undertaking and continuing special efforts to develojpgreater ability on the part of the relative to manage funds
in such manner as to protect the welfare of -thefamily;

(D) periodic review by such State agency of the determi­nation under clause (A) to ascertain whether coniditions
justifying such determination still exist, with provision for

termination of such payments if they do not an 
 for seekingjudicial appointment of a guardian or other legal representa­
tive, as described in section 1111, if and when it appears
that the need for such payments is continuing, or is likely

to continue, beyond a period specified by the Secretary;


(E) aid in -the form of foster home care in behalf ofchildren described in section 408 (a) ; and
(F) opportunity for a fair hearing before the State 

agency on the determination referred -to in clause (A) for
 
any individual with respect to whom it is made;


(c) The term "relative with whom any dependent child isliving" means the individual who is one -ofthe relatives specifiedin subsection (a) and with whom such chilId is living (within the 
meaingof plceof residence maintaineduchsubecton)in 
by uchindvidal ogeherwith any one or more ofhimelfor 
theothr sospeifed)as is(or their) 'own home.rlaive 

49-64~3 0-65--pt. 2-10 
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TITLE V-GRANTS TO STATES FOR MATERNAL
 
AND CRILD WELFARE
 

Part 1-Maternal and Child Health Services 

Appropriation 

Section 501. For the purpose of enabling each State to extend and 
improve, as far as practicable under the conditions in such State,
services for promoting the health of mothers and children, especially
in rural areas and in areas suffering from severe economic distress 
the following sums a-re hereby authorized to be appropriated: $25,000,­
1000 for -the fiscal year ending June 30, 1963, $30,000,000 for the fiscal 
year end'ing June 30, 19'64, $35,000,000 for the fiscal year ending June 
30, 19-65, [$000000 each for the fiscal year ending June 30, 1966, 
and hesucceeding fiscal year, $45,000,000 each for the fiscal year
endingJn 30, 1968, and the succeeding fiscal year, and $50,000,000 
each orthe fiscal year ending June 30, 1970, and succeeding fiscal 
years.] $45000,00 for the- fiscal year ending June 30 1966, $60,­
000,0(N for the fiscal year ending June 30, 1967, $55,000,000 for the 
flscal year ending June 30, 1968, $66,000,000 for the fiscal year ending
June 30, 1969, and $60,000,000 each for fiscal year ending June 30,
1970, and succeeding ffscal years. The siums made available under 
this section shall be used for making payments to States which have 
submitted, and had approved by the Secretary of Health, Education, 
and Welfare, 'State plans for such services. 

Approval of State Plans 

Sec. 503. (a) A State plan for maternal and child-health services 
must (1) provide for financial participation by the State; (2) pro­
vide for the administration of the plan by the State health agency or 
the supervision of the administration of the plan by the State health 
agency; (3) provide such methods of administration (including after 
January 1, 1940, methods relating to the establishment and main­
tenance of personnel standards on a merit basis, except that the Secre­
tary shall exercise no authority with respect to the selection, tenure 
of office, and compensation of any individual employed in accordance 
with such methods) as are necessary for the proper and efficient 
operation of the plan; (4) provide that the State health agency will 
make such reports, in such formn and containing such information, as 
the Secretary may from time to time require, and comply with such 
provisions as he may from time to time find necessary to assure the 
correctness and verification of such reports; (5) provide for the 
extension and improvement of local maternal and child-health services 
administered by local child-health units; (6) provide for cooperation
with medical, nursing, and welfare groups and organizations; [and]

()provide for the development of demonstration services in needy 
areas and among groups in special nee ;n,8 fetv uy1
1967, provide for payment of the reasonable cost (as determined in 
accordan~cevwith standard8approved by the Secretary and included 
in the plan) of inpatienthospital services provided under the plan. 
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(b) The Secretary shall approve any p lan which fulfills the condi­
tions specified in subsection (a) and shall thereupon notify the State 
health agency of his approval. 

Payment to States 

Sec. 504. (a) From the sums appropriated therefor and the allot­
ments available under section 502 (a), the Secretary of the Treasury 
shall pay to each State which has an approved plan for maternal and 
child-health services, for each quarter, beginning with the quarter
commencing July 1, 1935, an amount, which shall be used exclusively
for carrying out the State plan, equal to one-half of the total sum 
expended during such quarter for carrying out such plan. 

(b) The method of computing and paying such amounts shall be 
as follows: 

(1) The Secretary of Health, Education, and Welfare shall, prior 
to the beginning of each quarter, estimate the amount to be paid to the 
State for such quarter under the provisions of subsection (a), such 
estimate to be based on (A) a report filed by the State containing its 
estimate of the total sum to be expended in such quarter in accordance 
with the provisions of such subsection and stating the amount appro­
priated or made available by the State and its political subdivisions 

fo suh expenditures in such quarter, and if such amount is less than 
one-half of the total sum of such estimated expenditures, the source or 
sources from which the difference is expected to be derived, and (B) 
such investigatio as he m ay find necessary.

(2) The Telcroetary of Health, Education, and Welfare shall then 
certify the amount so estimated by him to the Secretary of the Treas­
ury, reduced or increased, as the case may be, by any sum by which 
the Secretary of Health, Education, and Welfare finds that his esti­
mate for any prior quarter was greater or less than the amount which 
should hav been paid to the State for such quarter, except to the 
extent that such sum has been applied to make the a-mount certified for 
any prior quarter greater or less than the amount estimated by the 
Secretary of Health, Education, and Welfare for such prior quarter.

(3) The Secretary of the Treasury shall thereupon, through the 
Fiscal Service of the Treasury Department and prior to audit or settle­
ment by the General Accounting Office, pay to the State, at the time 
or times fixed by the Secretary of Health, Education, and Welfare, 
the amount so certified. 

(c) The Secretary of Health, Education, and Welfare shall from 
time to time certify to the Secretary of the Treasury the amounts to be 
paid to the States from the allotments available under secion 502(b), 
and the Secretary of the Treasury shall, through the Fiscal Service 
of the Treasury Department and prior to audit or settlement by the 
General Accounting Office, make payments of such amounts from 
such allotments at the time or times specified by the Secretary of 
Health, Education, and Welfare. Payments of grants for special 
projects under section 502(b) may be made in advance or by way of 
reimbursement, and in such installments, as the Secretary may de­
termine; and shall be made on such conditions as the Secretary finds 
necessary to carry out the purposes of the grants.

(d) Notwithstanding the preceding provieione of this 8ection., no 
payment shall be made to any State thereunderfor any period after 
June 30, 1966, unlees it makes a satisfactory/8howing that the State 
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is extending the provisio of miaternal and child health services in 
the State with a view to miaking. such 8ervices aivailable by July 1, 
1976, to childrenin all part8of the State. 

Part 2-Services for Crippled Children 

Appropriation 

Sec. 511. For the purpose of enabling each-State to extend and im­
prove (especially in rural areas- and in areas suffering from severe 
economic distress), as far as practicable under the conditions in such 
State, services for locating crippled children, and for providing medi­
cal, surgical, corrective, and other services and care, and. facilities for 
diagnosis, hospitalization, and aftercare, for children who are crippled 
or who are suffering from conditions which lead to crippling, the 
following sums are hereby authorized to be appropriated: $25,000,000 
for the fiscal year ending June 30, 1963, $30,000,000 for the fiscal year
endin June 30, 1964, $35,000,000 for the fiscal year ending June 30, 
19165,[$0,0600,000 each for the fiscal year ending June 30, 1966, and 
the succeeding fiscal year, $45,000,000 each for the fiscal year ending
June 30, 1968, and the succeeding fiscal year, and $50,000,000 each for 
the fiscal year ending June 30, 1970, and succeeding fiscal years.]
$4.6 fO000 for the fiscal year ending June 30, 1966, $60,0XJO,000 for 
the fisal year ending June 30,1967,$55,00.9,000 for the fiscalyear end­
ing June 30, 1968, $55.000.000 for the fbsca ye'ar ending Jotwe 30, 1969, 
and $60,000,000 eachfor the fiscal year ending June 30,1970, andsuc­
ceeding fiscal years. The sums made available under this section, 
shall be used for making payments to States which have submitted and 
had approved bthSecretary of Health, Education, and Welfare, 
State plans for ~such services. 

Approval of State Plans 

Sec. 513. (a) A State plan for services for crippled children must 
(1) provide for financial participation by the State; (2) provide for 
the administration of the plan by a State -agency or the supervision
of the administration of the plani by a State agency; (3) provide such 
methods of administration (uieluding after January 1, 1940, methods 
relating to the establishment and maintenance of personnel standards 
on a merit basis, exkcept that the Secretary shall- exercise no authority
with respect to the selection, tenure of office, and compensation of any
individual employed in accordance with such methods) as are neces­
sary for the proper and efficient operation of the plan; (4) provide
that the State agency will make such reports, in such form and con­
taining such information, as the Secretary may from time to time 
require, and comply with such provisions as he may from time to time 
find necessary to assure the correctness and veriftcation of such re­
ports; (5) provide for carrying out the purposes specfied in eto 
511; [and3 (6) provide for cooperation with medical , health, nursing,
and welfare g roups and organizations and with any agency in such 
State charged with administering State laws providing flor vocational 
rehabilitation of physically handicapped children; and (7) effective 
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July 1, 1967, provide for payment of the reasonable cost (as deter­
mined in accordance With standards approved by the Secretary and 
included in the plan) of inpatient hospital services provided under 

(~The Secretary shall approve any plan which fulfills the con-
diti'on~s specified in subsection (a) and shall thereupon notify the 
State agency of his approval. 

Payments to States 

Sec. 514. (a) From the sums appropriated therefor and the allot­
ments available under section 512 (a), the Secretary of the Treasury 
shall pay to each State, which has an approved plan for services for 
crippled children for each quarter, beginning with the quarter com­
mencing July 1, 1935, an amount, which shall be used exclusively for 
carrying out the State plan, equal to one-half of the total sum ex­
pended during such quarter for carrying out such plan. 

(b) The method of computing and paying such amounts shall be 
as follows: 

(1) The Secretary of Health, Education, and Welfare shall, 
prior to the beginning of each quarter, estimate the amount to be 

padto the State for such quarter under the provisions of subsection 
(asuch estimate to be based on (A) a report filed by the State con­
tanng its estimate of the total sum to be expended in such quarter

in accordance with the provisions of such subsection and stating the 
amount appropriated or made available by the State and its political 
subdivisions for such expenditures in such quarter, and if such amount 
is less than one-half of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be de­
rived, and (b) such investigation as he may find necessary. 

(2) The Secretary of Health, Education, and Welf are shall then 
certify the amount so estimated by him to the Secretary of the Trea­
sury, reduced or increased, as the case may be, by any sum by which 
the Secretary of Health, Education, and Welfare, finds that his 
estimate for any prior quarter was ~eater or less than the amount 
which should have beenpaid to the Strate for such quarter, except to 
the extent that such stim Ea's been applied to make the amount certified 
for any prior quarter greater or less than the amount estimated by
the Secretary of Health, Education, and Welfare for such prior 
quarter.

(3) The Secretary of the Treasury shall thereupon, through the 
Fiscal Service of the Treasury Department and prior to audit or settle­
ment by the General Accounting Office, pay to the State at the time 
or times fixed by the Secretary of Health, Education, and Welfare 
the amount so certified. 

(c) The Secretary of Health, Education, and Welfare shall from 
time to time certify to the Secretary of the Treasury the amounts to 
be paid to the States from the allotment available under section 512 
(b), and the Secretary of the Treasury shall, through the Fiscal 
Service of the Treasury Department, and prior to audit or settlement 
by the General Accounting Office, make payments of such amounts 
from such allotments at the time or times specified by the Secretary
of Health, Eduication, and Welfare. Payments of grants for special
projects under [section 512 (b)] sectioii 5192(b) or 516 may be made in 
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advance or by way of reimbursement, and in such installments, as the 
Secretary may deteripiine; and shall be made on such conditions as the 
Secretary finds necessary to carry-out the purposes of the grants. 

(d) Notwithstandingthe precedingprovisions of this 8ubsection,nO 
payment shall be made to any State thereunderfor any period after 
Jwne 30, 1966, unless it makes a 8atisfactor'y showing that the State is 
ea'tendingthe provisionof crippledchildren8s serv ces in the State with 
a view to makn suck 8erVw~e8 availableby July 1,1975, to childrenin 
allpart8Of theSate. 

Training of Professional Personnel 

Sec. 516. There are authorised to be appropriated$5,000,000 for 
the flscal year ending June 30, 1967, $16 0,0 for the fisal yea~r 
ending June 30, 1968, and $17,500,000 for each fisal year thereafter, 
for grant8 by the Secretary to public or other non'profit institutioms 
of higher learning for training professional per8onnel for health 
and related care of crippled children, particulaerlymentally retarded 
childrenand childrenurithmultiple handicaps. 

Part 3-Child-Welfare Services 

Appropriation 

Sec. 521. For the purpose of enabling the United States, through 
the Secretary, to cooperate with State public-welfare agencies in estab­
lishing, extending, and strenthening child welfare services, the fol­
lowing sums.are hereby authorized to be appropriated: $25,000,0010 
each for the fiscal year ending June 30, 1961 and the succeeding fiscal 
year, $30,000,000 for the fiscal year endin June 30, 1963, $35,000,000 
for the fiscal year ending June 30, 1964, [E 0,000,00 each for the fiscal 
year ending June 30, 1965, and the succeeding fiscal year, $45,000,000 
each for the fiscal year ending June 30, 1967, and the succeeding fiscal 
year, and $50,000,0010 each for the fiscal year ending June 30, 1969, 
and succeeding fiscal years] $40,000,000 for the f~scal year ending 
June 30, 1965, $45,000,00 for the fisal year endi~ng June 30, 1966, 
$5,000,000 for the fisal year ending Jujne 30,1967, $55,000,000 for the 
fisal year ending-June30, 1968, $55,000,000for the Pesalyear ending 
June 30, 1969, and $60,000 each, year for the fisal year ending June 
30,1970, and succeedingfisalyears. 

Allotments to States 

[Sec. 522. (a) All but $10,000,000 of the total appropriated for a 
fiscal year under section 521, or, if such total is less than $35,000,000, 
all but the excess (if any) of such total over $25 000 000, shall be al­
lotted by the Secretary for use by cooperating Atate public-welfare 
agencies which have plans developed jointly by the State agency and 
the Secretary, as follows: lie shall allot to each State $70,000 or, if 
the amount appropriated under section 521 for such year is less than 
$25,000,000, he shall allot to each State $50,000 or, if greater, such por­
tion of $70,000 as the amount appropriated under such section bears to 
$25,000,000; and he shall allot to each State an amount which bears the 
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same ratio to the remainder of the sum available for allotment under 
this subsection for such year as the product of (1) the population of 
such State under the age of 21 and (2) the allotment percentage of 
such St-ate (as determined under section 524:) bears to the sum of the 

corrsponin poducs ofallthe State. 
[(b 1te amuntallotted to a State under subsection (a) 

foranyfisal earis essthan such State's base allotment, it shall 
be icreaed o suh bae alotment, the total of the increases thereby 

required being derived by proportionately reducing the amount al­
lotted under subsection (a) to each of the remaining States, but with 
such adjustments as may be necessary to prevent the allotment of any 
such remaining State under subsection (a) from being thereby re­
duced to less than its base allotment. 

[(2) For purposes of paragraph (1) the base allotment of any
State fo any fiscal year means the amount which would be allotted 
to such State for such year under the provisions of section 521, as in 
effect prior to the enactment of the Social Security Amendments of 
1958, as applied to an appropriation of $12,000,000.]

Sec. 522. The sum appropriatedpursuant to 8e0tion 321 for each 
fiscal year shall be allotted by the Secretar for use by cooperating 
State public welfare agencie8 which have plan's developed jointly b? 
the State agency and the Secretary, as follows: He shall allot $70[000 
to each State, and shall allot to each State an amount which bear8.the 
same ratio to the remainderof the sum so appropriatedfor suck year 
as the product of (1) the populationof such State under the age of 21 
and (2) the allotment percentage of such State (as determined under 
section 324) bears to the4 sum of the correspondingproducts of all the 
States. 

Payment to States 

Sec. 523. (a) From the -sums appropriated therefor and. the allot­
ment available under this part, the Secretary shall from time to time 
pay to each State­

(1) that has a plan for child-welfare services which has been 
developed as provided in this part and which­

(A) provides for coordination between the services pro­
vided under such plan and the services provided for depend­
ent children under the State plan approved under title IV, 
with a view to provision of welfare and related services which 
will best promote the welfare of such children and their 
families, and 

(B) provides with respect to day care services (including 
the provision of such care) provided under the plan­

(i) for cooperative arrangements with the State 
health authority and the State agency primarily respon­
sible for State supervision of public schools to assure 
maximum utilization of such agencies in the provision of 
necessary health services and education for children 
receiving day care, 

(ii) for an advisory committee, to advise the State 
public welfare agency on the general policy involved in 
the provision of day care services under the State plan,
which shall include among its members representatives 
of other State agencies concerned with day care or serv­
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ices related thereto and persons representative of pro­
fessional or civic or other public or nonprofit private
agencies, organizations, or groups concerned with the 
provision of day care, 

(iii) for such safeguards as may be necessary to 
assure provision of day care under the plan only in 
cases in which it is in the best interest of the child and 
the mother and only in cases in which it is determined, 

undrciteia stablished by the State, that a need for 
such care exists; and, in cases in which the family is able 
to pay part or all of the costs of such care, for payment 
of such fees as may be reasonable in, the light of such 
ability, and 

(iv) for giving priority, in determining the existence 
of need for such day care, to members 'of low-income or 
other groups in the population and to geographical areas 
which have the greatest relative need for extension of 
such day care, [and]3h ln wl epo 

(v) that day care prvddunder eplnwlbero 
vided only in fdacities (including private homes) which 
are licensed by the State, or apfproved (as meeting the 
8tandards established for such licensing) by the State 

ageny responsiblefor ticensingfacilit'tes of this type, and 
(2) that makes a satisfactory showing that the State is extend­

ing the provision of child-welfare services in the State, with 
priority being given to communities with the greatest need for 
such services afe giving consideration to their relative financial 
need, and with a view to makting available by July 1, 1975, in all 
political subdivisions of the State, for all children in need thereof, 
child-welfare services provided by the staff (which shall to the 
extent feasible be composed of trained child-welfare personnel)
of the State public wellfxe agency or of the local agency partici­
pating in the administration of the plan in the political sub­
division, 

an amount equal to the Federal share (as determined under section 
524) of the total sum expended under such plan (including the cost of 
administration of the plan) in meeting the costs of State, district, 
county, or other local child-welfare services, mn developing State serv­
ices for the encouragement and assistance of adequat methods of com­
munity child-welfare organization, in paigthe costs of returning 
any runaway child who has not attained the age of eighteen to his own 
community in another State, and of maintaining such child until such 
return (for a period not exceeding fifteen days), in cases in which such 
costs cannot be met by the parents of such child or by any person, 
agency, or institution legally responsible for the support of such child: 
Provided, That in developing such services for children the facilities 
and experience of voluntary agencies shall be utilized in accordance 
with child-care programs and arrangements in the States and local 
communities as may be authorized by the State. 

[Day Care 

[Sec. 527. (a) In order to assist the States to provide adequately
for the care and protection of children whose parents are, for part of 
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the day, working or seeking work, or otherwise absent from the home or 
unable for other reasons to provide parental supervision, the portion
of the appropriation under section 521 for any fiscal year which is not 
allotted under section 522 shall be allotted by the Secretary among the 
States solely for use, under the State plan developed as provided in
this part, for day care services, including t~he provision of dayaei 
facilities (including private homes) whi~ch are licensed by te State, 
or are approved (as meeting the standards established for such li­
censing) by the State agency responsible for licensing facilities of this 
type, as follows: He shall allot to eac~h State an amount which bears 
the same ratio to such portion of the appropriation as the product of 
(1) the population of the State under the age of 21 and (2) the allot­
ment percentage of such State (as determined under section 524)
bears to the sum of the corresponding products of all the States, ex­
cept that the allotment of any State as so computed which is less 
than $10,000 shall be increased to that amount., the total of the in­
creases thereby required being derived by proportionately reducing
the allotments to each of the remaining States (as so computed) hav­
ing an allotment in excess of that amount, but with such adjustments 
as may be necessary to prevent the allotment of any of such remain­
ing States from being thereby reduced to less than that amount. 

[(b) The amount of any allotment to a State under subsection (a) 
for any fiscal year which the State certifies to the Secretary will not 
be required for the purposes for which allotted shall be available for 
reallotment from time to time, on such dates as the Secretary may fix, 
to other States which the Secretary determines (1) have need in carry­
ing out such purposes for sums in excess of those previously allotted 
to them under subsection (a), and (2) will be able to use such excess 
amounts during such fiscal year. Such reallotments shall be made on 
the basis of the need for additional funds in carrying out such pur­
poses, after taking into consideration the population under the age of 
twenty-one, and the per capita income of each such State as compared
with the population under the age of twenty-one, and the per capita
income of all such States with respect to which such a determination 
by the Secretary has been made. Any amount so reallotted. to a State 
shall be deemed part of its allotment under subsection (a).]3 

[Part 4-Grants for Special Maternity and Infant Care Projects
and Research Projects] 

Part 4--Grants for Special Maternity and Infant Care Projects,
for Projects for Health of School and Preschool Children, and 
for Research Projects 

Special Project Grants for Health of School and Preschool 
Children 

Sec. 532. (a) In order to promote the health of children and youth
of school or preschoolage, particularlyin areaswith concentrationsof 
low-incom~e families, there are authorized to be appropriated$15,­
000,000 for the Pe~al year ending June 30, 1966, $35,000,000 for the 
fiscal year ending June 30, 1967, $45,000,000for the fiscal year ending
June 30, 1968, $50,000,000 for the fiscal year ending June30,1969, and 
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$5,6,000,000 for the fiscal year ending' Jun~e 30, 1970, for grants as 
providedin thissectizon. 

(b) From the sums appropriatedpursuant to subsection (a), the 
Secretary is authorized to make grant8 to the State health agnc of 

ayState and (with the consent Of such agency) to the health agency
ofany poitical subdivision of the State, to the State agencyoth

Stat a inistering or supervising the administrationof the State 
plan approved under section 513, to any school.of medicine (with
appropriateparticipationby a school of dentistry), and to any teach­
ing hospital agfliated with such a school, to pay not to exceed. 75 
per centum of the cost of projects of a comprehensive nature for 
health care and services frchildrenand youth Of school age or for 
preschool children (to hellpl them prepareto startschool). No project
shall be eligible for a grant under this subsection unless it provides 
(1) for the coordinationof health care and services provided wnder 
it with, and utilization (to the extent feasible) of, other State or 
local health, welfare, and education programsefor such children, (2)
for payment of the reasonablecost (as determinedin accordancewith 
standards approved by the Secretary) of inpatient hospital services 
provided under the project, and (3) that any treatment, correctionof 
defects, or aftercare provided under the project is available only to 
childrenwho would not otherwise receive it because they arefrom low-
income families or for other reasonsbeyond theircontrol; and no such 
project for children and youth Of school age shall be considered to be 
of a comprehensive nature for purposes of this subsection unless it 
,includes (sub ect to the limitation in the precedingprovisions of this 
sentence) at least such screening, diagnOose, preventiV6 serviwes, treat­
ment, correctionof defect, and aftercare, both. medical and dental, as 
may be providedfor in regulationsof the Secretary.

(c) From the sums appropriatedpursuont to subsection (a), the 
Secretary is also authorizedto 'moke grantsto the State health agency,
the State mental health agency, and the State public welfare agencey
of any State and (with.the consent of such.State health,mental health, 
or public welfare agency) to the health agency, mental health.agency,
and public welfare agency, respectively, of any political subdivision 
of the State, and to any public or nonprofit private agency or insti­
tution to pay not to exceed 75 per centum of the cost of projects pro­
viding for the identification (with.a view to providing for as early
identification as P08sible), care, and treatment of children who are, or 
are in danger of becoming, emotionally disturbed, including the 
followup of children receiving such care or treatment. No project
shall be eligiblefor a grantunder this subsectionunless it providesfor 
coordination of the care and treatment provided under it with, aind 
utilization (to the extent feasible) of, community mental health 
centers and other State or local agencies engaged in health., welfare,

oreducationprogrmsoractivitiesfor such chlildren. 
(d Payments of grants under this section may be made (after 

necessary adjustment on account of previously made,underpayments 
or overpayments) in advance or by way of reimbursement,and in such 
installments and on such,conditions, as the Secretarymay determine. 
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Research Projects Relating to Maternal and Child Health
 
Services and Crippled Children's Services
 

Sec. [532.] 533. (a) There are authorized to be appropriated for 
each fiscal year, beginning with the fiscal year ending June 30, 1964,
such sumns, not exceeding $8,000,000 for any fiscal year, as the Congress 
may determine to enable the Secretary to make grants to or jointly
financed cooperative arrangements with public or other nonprofit in­
stitutions of higher learning, and public or other nonprofit agencies
and organizations engaged in research or in maternal and child health 
or crippled children's programs, and contracts with ptiblic or nonprofit
private agencies and organizations engaged in research or in such 
programs, for research projects relating to maternal and child health 
services or crippled children's services which show promise of substan­
tial contribution to the advancement thereof. 

(b) Payments of grants or under contracts or cooperative arrange­
ments under this section may be made (after necessary adjustment, in 
the case of grants, on account of previously made underpayments or 
overpayments) in advance or by way of reimbursements, and in such 
installments and on such conditions, as the Secretary may determine. 

TITLE VII-ADMINISTRATION 

Advisory Council on Social Security 

See. 706. (a) During 1968 and every fifth year thereafter, the Sec­
retary shall appoint an Advisory Council on Social Security for the 
purpose of reviewing the status of the Federal Old-Age and Sur­
vivors InsuranceTrust Fund, the Federal Disability Insurance Trust 
Fund, the FederalHospital Insurance Trust Fund and the Federal 
Supplementary Medical Insurance TrustFund in relationto the long-
term commnitme'nts of the old-age. survivors, and disability insurance 
program and the programs under parts A and B of title XVIII, and 
of reviewing the 8cope of coverage and the adequacy of benefits under, 
and all other aspects of, these programs, including their impact on 
the publicassistanceprogramsunderthis Act. 

(b) Each such Council shall consist of the Commissioner of Social 
Security, as Chairman, and 12? other persons, appointed by the Sec­
retary without regard to the civil service laws. The appointedmem­
bers shall, to the extent possible, represent organizationsof employers 
and employees in equal numbers, and representself-employed persons 
and the public. 

(c) (1) Any Council appointedhereunder is authorized to engage 
such technical assistance, including act'uarial!services, as may 'be 
requiredto carry out its functions, andthe Secretaryshall, in addition, 
mnake available to such Council such secretarial,clerical, and other 
assistance and such actuarialand other pertinent data prepared by 
the Departmentof Health,Education, and Welfare as it may require 
to carryout such functions. 

(9?) Appointed members of any, such Council, while serving on 
business of the Council (inclusive of travel time) , shallreceive compen­
sation at rates fixed by the Secretary, but not exceeding $100 per day 
and, while so serving away from. their homes or regularplaces Of busi­
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nes., they m~ay be allowed travel eXpenses, including per diem in. lieu 
Of subsistence, as authorized by sectwon 5 of the Administrative Ex­
penses Act of 1946 (5 U.S.C. 73b-2) for person in the Government 

emloyed inter'ttently.
(rd) Each s8uch Council shall submit reports Of its findings and 

recommendations to the Secretary not later than January 1 of the 
second year after the year in which it is appointed, and such reports
and recommendations shall thereupon-be transmittedto the Congress
and to the Boardof Trustees of each of the Trus Funds. The reports 
requiredby thi8 sUbsectiOnshall include­

(1) *aseparatereport with respect to the oW-age, survivors, and 
disability insurance programunder title II and of the taxes im­
posed under sections 1401(a), 3101(a), and 3111(a) of the Inter­
nal Revenue Code of 1954, 

(2) a separate report with respect to the hospital insurance 
pogram underpart A of title XVIII and of the taXes imposed

bys ections 1401(b), 3101(b), and3111(b) of the InternalRevenue 
Co'de of 19564, and 

(3) a separatereportwith respectto the,suipplem-entary medical 
insurance programestablished by part B of title XVIII and of 
the financing thereof. 

After the date of the transmittal to the Congress Of the reports re-
quired by this subsection,the Councilshallcease to exist. 

TITLE X-GRANTS TO STATES FOR AID)TO THE BLIND 

Payment to States 

See. 1003. (a) From the sums appropriated theref or, the Secretary
of the Treasury shall pay to each State which has an approved plan
for aid to the blind, for each quarter, beginning with the quarter
commencing October 1, 1958­

(1). in the case of any State other than Puerto Rico, the Vir­
gin Islands, and Guam, an amount equal to the sum of the fol­
lowing proportions of the total amounts expended during such 
quarter as aid to the blind under the State plan (including ex­
penditures for premiums8 underpartB of titleXVIII for individ­
uals who are recipients of money payments under such plan and 
other insurance premiums for medical or any other type of reme­
dial care or thecost thereof) ­

(A) [29/353 31/37 of such expenditures, not counting so 
much of any expenditure with respect to any month as ex­
ceeds the product of [$35] $37 multiplied by the total num­
ber of recipients of aid to the blind for such. month (which 
total number, for purposes of this subsection, means (i) the 
number of individuals who received aid to the blind in the 
form of money paymnents for such month, plus (ii) the number 
of other individuals with respect to whom expeditures were 
made in such month as aid to the blind in the form of medicall 
or any other type of remedial care) ;plus

(B) the Federal percent of the amount by which such 
expenditures exceed the maximum which may be counted 
under clause (A), not counting so much of any expenditure 
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cluding expenditures for premiums under part B of titl XVIII 

wit repec toan xcedstheproectof[$70]mothas 
$75b ultplid ofthetotl nmbe uchrecipintsof aid 

an amuteult 
(2)inthf caeureo 

n-afo 
ic, he irinIslnd, 

h oa ftesm 
ndGuam, 
xeded 

duringsc ure sadt h ln ne h tt a (in­

for individa whbo are recipientsof money pay~ment8 under suchA 
plan and other insurance premiums for medical or any other 
type of remedial care or the cost thereof), not counting so much 
of any expenditure with respect to any month as exceeds $37.50 
multiplied by the total number of recipients of aid to the blind 
for such month; and 

(3) in the case of any State whose State plan approved under 
section 1002 meets the requirements of subsection (c) (1) an 
amount equal to the sum of the following proportions of the total 
amounts expended during such quarter as found necessary by the 
Secretary of Health, Education, and Welfare for the proper and 
efficient administration of the State plan­

(A) 75 per centum. of so much of such expenditures as 
are for­

(i) services which are prescribed pursuant to subsec­
tion (c) (1) and are provided (in accordance with the 
next sentence) to applicants for or recipients of aid to 
the blind to help them attain or retain capability for self-
support or self-care, or 

(ii) other services, specified by the Secretary as likely 
to prevent or reduce dependency, so provided to such ap­
plicants, or recipients, or 

(iii) any of the services prescribed pursuant to sub­
section (c) (1), and of the services specified aprovided
in clause (ii), which the Secretary may specify aslap­
propriate for individuals who, within such period or 
periods as the Secretary may prescribe, have been or are 
likely to become applicants for or recipients of aid to the 
blind, if such services are requested by such individuals 
and are provided to such individuals in accordance with 
the next sentence, or 

(iv) the training of personnel employed or preparin& 
for employment by the State agency or by the local 
agency administering the plan in the political subdivi­
sion; plus

(B) one-half of so much of such expenditures (not in­
cluded under subparagraph (A) ) as are for services provided
(in accordance with the next sentence) to applicants for or 
recipients of aid to the blind, and to individuals requesting 
such services who (within such period or periods as the Secre­
tary may prescribe) have been or are likely to become appli­
cants for or recipients of such aid; plus 

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall 
include only­

(D) services provided by the staff of the State agency, 
or of the local agency administering the State plan in the 
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political subdivision: Pro'uided, That no funds authorized 
under this title shall be available for services defined as voca­
tional rehabilitation services under the Vocational Rehabili­
tation Act (i) which are available to individuals in need of 
them under programs for their rehabilitation carried on under 
a State plan approved under such Act, or (ii) which the State 
agency or agencies administering or supervising the adminis­
tration of the State plan approved under such Act are able 
and willing to provide if reimbursed for the cost thereof pur­
suant to agreement under subparagraph (E), if provided -by
such staff and 

(E)subectto limitations prescribed by the Secretary, 
serves wihin the judgment of the State agency cannot be 
as economically or as effectively provided by the staff of such 
State or local agency and are not otherwise reasonably avail­
able. to individuals in need of them, and which are provided, 
pursuant to agreement with the State agency, by the State 
health authority or the State agency or agencies administer­
ing or -supervising the administration of the State plan for 
vocational rehabilitation'services approved under the Voca­
tional Rehabilitation Act or by any other State agency which 
the Secretary may determine to be appropriate (whether
provided by its staff or by contract with public (local) or 
nonprofit private agencies);, 

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such 
State agency or agencies administering or supervision the admin­
istration of the State plan for vocational rehabiltation services 
so approved. The portion of the amount expended for adminis­
tration of the State plan to which subparagraph (A) aI ies and 
the portion thereof to which subparagraphs (B and (C) ap'ply
shall~be determined in accordance with such methods and pro­
cedures as may be permitted by the Secretary; and 

(4) in the case of any State whose State plan approved under 
section 1002 does not meet the requirements of subsection (c) (1),. 
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the 
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance 
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be 
as follows: 

(1) The 'Secretary of Health, Education, and Welfare shall, prior
to the beginning of each quarter, estimate the amount to be paid to 
the State for such quarter under the provisions of subsection (a),
such estimate to be based on (A) a report filed by the State containing
its estimate of the total sum to be expended in such quarter in accord­
ance with the provisions of such subsection, and stating the amount 
appropiated or made available by the State and its political subdivi­
sions for such expenditures in such quarter, and if such amount is 
less than the State's proportionate share of the total sum of such esti­
mated expenditures, the source or sources from which the difference 
is expected to be derived, (B) records showing the number of blind 
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individuals in the State, and (C) such other investigation as the 
Secretary may find necessary. 

(2) The Secretary of Health, Education, and Welfare shall then 
certify to the Secretary of the Treasury the amount so estimated by 
the Secretary of Health, Education, and Welfare (A) reduced or 
increased, as the case may be, by any sum by which the Secretary of 
Health, Education, and Welfare finds that his estimate for any prior 
quarter was greater or less than the amount which should have been 
paid to the State under subsection (a) for such quarter, and (B) 
reduced by a sum equivalent to the pro rata share to which the United 
States is equitably entitled, as determined by the Secretary of Health, 
Education, and Welfare, of the net amount recovered during a prior 
quarter by the State or any political subdivision thereof with respect 
to aid to the blind furnished under the State plan; except that such 
increases or reductions shall not be made to the extent that such 
sums have been applied to make the amount certified for any prior 
quarter greater or less than the amount estimated by the Secretar 
of Health, Education, and Welfare for such prior quarter: PDrovided7 

That any part of the amount recovered from the estate of a deceaseci 
recipient which is not in excess of the amount expended by the State 
or any political subdivision thereof for the funeral expenses of the 
deceased shall not be considered as a basis for reduction under clause 
(B) of this paragraph. 

(3) The Secretary of the Treasury shall thereupon, through the 
Fiscal Service -of the Treasury Department, and prior to audit or 
settlement by the General Accounting Office, pay to the State, at the 
time or times fixed by the Secretary of Health, Education, and Wel­
fare, the amounts so certified. 

(c) (1) In order for, a State to qualify for payments under para­
graph (3) of subsection (a), its State plan approved under section 
1002 must provide that the State agency shall make available to ap­
plicants for or recipients of aid to the blind at least those services to 
help them attain or retain capability for self -support or self-care 
which are prescribed by the Secretary. 

(2) In te case of any State whose State plan included a provision 
meeting the requirements of paragraph (1), but with respect to which 
the Secretary finds, after reasonable notice and opportunity for hear­
ing to the State agency administering or supervising the administra­
tion of such plan, that­

(A) the provision has been so changed that it no longer com­
plies with the requirements of paragraph (1), or 

(B) in the administration of the plan there is a failure to 
comply substantially with such provision, 

the Secretary shall notify such State agency that further payments 
will not be made to the State under paragraph (3) of subsection (a) 
until he is satisfied that there will no longer be any such failure to 
comply. Until the Secretary is so satisfied further payments with 
respect to the administration of such State plan shall not be made 
under paragraph (3) of subsection (a) but shall instead be made, sub­
ject to the other provisions of this title, under paragraph (4) of such 
subsection. 
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Definition 

Sec. 1006. For the purpose of this title, the term "aid to the blind", 
means money payments to, or (if provided in or after the third month 
before the month in which the recipient makes application for aid) 
medical care in behalf of or any type of remedial care recognized 
under State law in behalf of, blind individuals who are. needy, but 
does not include any such payments to or care in behalf of any indi­
vidual who is an inmate of a public institution (except as a,patient in 
a medial institution) or any individual [(a) who is a patient, in an 
institution for tuberculosis or mental diseases,, or (b) who has been 
diagnosed as having tuberculosis or psychosis and is a, patient in a 
medical institution as a result thereof] wh is a patientin an institu­
tion for tuberculosis or mental diseases. Such term,also includespay­
ments which are not included within the meaning of 8uch term under 
the precedingsentence, but which would be so included except thatthey 
are made on behalf Of sUch a needy individual to another individual 
who (as determined in accordance with standards prescribed by the 
Secretary) is interestedin or concernedwith the wel areoj such needy 
individual,but only with respect to a State'whose State plan approved 
under sectwon 1002 includes provision for­

(1) determi'nati'onb zthe State agency that suh needy individ­
ual has, by reason of pshysical or mental condition, such ina­
bility to manage funds that making payment8 to him. would be 
contrar to his 'welfare and therefore, it is necessary to provide 
suchaidthroughpayments describedin this sentence;

(2) making such payments only in cases in 'Which such pay­
ments will, under the rules otherwise applicableunder the State 
plan for determiningneed and the amount of aid to the blind to 
be paid (and in conjunction with other income and resources), 
meet all the need of the individuals with respect to whom such 
payments ore made; 

(3) undertaking and continuing special efforts to protect the 
welfare of such individual and to improve, to the extent possible, 

hiscaactyfo slfcae ndtomanagefunds;
(4)perdicrevew y schState agency of the determination 

unde paagrph 1) o acertainwhether conditions justifying 
suc deermnaton til exstwith prvisionfor termination of 

such payments if they do o and fo~r seeking judicial appoint­
ment of a guardianor other eglrpsntative,as described in 
section 1111, if and when it aper htsuch action will best 
serve the interestsOf such needinvdul and 

(5) opruiyfrafihearing befr the State agmeny on 
the detemnto eerdt nparagraph(1) for any individual 
withrepctowoitimae 

TITLE XI-GENERAL PROVISIONS 

Definitions 

Section 1101. (a) When used in this Act­
(1)he trm'State", except where otherwise provided, includes 

the District of Columbia and the Commonwealth of Puerto Rico, and 
when used in titles I, IV, V, VII, X, XI, XIV [and XVI] XVI, 
and XIX includes the Virgin Islands and Guam 
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(2) The term "United States" when used in a geographical sense 
means, except where otherwise provided, the States. 

(3) The term "person" means an individual, a trust or estate, a 
partnership, or a corporation.

(4) The term "corporation" includes associations, joint-stock com­
panies, and insurance companies.

(5) The term "shareholder" includes a member in an association,
joint-stock company, or insurance company.

(6) The term "Secretary", except when the context otherwise re­
quires, means the Secretary of Health, Education, and Welfare. 

(7) The terms "physician" and "medical care" and "hospitaliza­
tion" include osteopathic practitioners or the services of osteopathic
practitioners and hospitals within the scope of their practice as defined 
by State law. 

(8) ()Te"eeapecnage" for any State (other than 
Puerto icteVriIsadndGuam) shall be 100 per centumn 
less the Saepretg;adhetate percentage shall be that per­

cenagewhihbar th sae rtioto50 per centum as the square of 
thepercaptaincme f schStat bears to the square of the per 

captancoe o th UntedStates; except that the Federal percentage
shal i tan 50 per centum or more than 65 pernocas beles 

centum. 
(B) The Federal -percentage for each State (other than Puerto 

Rico, -the Virgin Islands, -and Guam) shall be promulgated by the 
Secretary between July 1 and August 31 of each even-numbered year, 
on the basis of the average per capita income of each State and of the 
United States for the three most recent calendar years for which satis­
factory data are available from the Department .of Commerce. Such 
promulgation shall be conclusive for each of the eight quarters in 
the period beginning July 1 next succeeding such promulgation: Pro­
'vided, That the Secretary shall promulgate such percentage as soon 
as possible after the enactment of the Scial Security Amendments 
of 1958, which promulgation shall be conclusive for each of the eleven 
quarters in the period beginning October 1, 1958, and ending with the 
close of June 30, 1961. 

(uC) The term "United States" means (but only for purposes of 
sbparagraphs (A) and (B) of this paragraph) the fifty States and 

the District of Columbia. 
(D) Promulgations made before satisfactory data are available 

from the Department of Commerce for -a full year on the per capita
income of Alaska shall prescribe -a Federal percentage for Alaska of 
50 per centum and, for purposes of such promulgations, Alaska shall 
not be included as part of the ".UnitedStates". Promulgations made 
thereafter but before per capita income data for Alaska for a, full 
three-year period are available from the Department of Commerce 
shall be based on satisfactory data available therefrom for Alaska 
for such one full year or, when such data are available for a two-year
period, for such two years.

(b) The terms "includes" -and "including" when used in a defini­
tion contained in this Ac~t shall not be deemed to exclude other things
otherwise within the meaning of the term defined. 

(c) Whenever under this Act or any Act of Congress, or under 
the law of any'State, an employer is required or permitted to deduct 

49-43 0-GS---t. 2-f1 
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any amount from the remuneration of an employee and to pay the 
amount deducted to the United States, a State, or any political sub­
division thereof, then for the purposes of this Act the amount so de­
ducted shell be considered to 7have been paid to the employee at the 
time of such deduction. 

(d) Nothing in this Act shall be construed as authorizing any 
Federal official, agent, or representative, in carrying Out any of the 
provisions of this Act, to -take charge of any child over the objec­
tion of either of the parents of such child, or of the person stand­
ing in loco parentis to such child. 

Disclosure of Information in Possession of Department 

Sec. 1106. (a) No disclosure of any return or portion of a return 
(including information returns and other written statements) filed 
with the Commissioner of Internal Revenue under title VIII of the 
Social Security Act or under subchapter E of chapter 1 or subchapter 
A of chapter 9 of the Internal Revenue Code of 1939, or under chapter 
2 or 21 or, pursuant thereto, under subtitle F of the Internal Revenue 
Code of 1954, or under regulations made under authority thereof, 
which has been transmitted to the Secretary of Health, Education, 
and Welfare by the Commissioner of Internal Revenue, or of any 
file, record, report, or other paper, or any information, obtained at any 
time by the Secretary or by any officer or employee of the Department 
of Health, Education, and Welfare in the course of discharging the 
duties of the Secretary under this Act, and no disclosure of any such 
file, record, report, or other _paper, or information, obtained at any 
time by any person from the Secretary or from any officer or employee 
of the Department of Health, Education, and Welfare, shall be made 
except as the Secretary ma~y by regulations prescribe. Any person 
who shall violate any provision of this section shall be deemed guilty 
of a misdemeanor and upon conviction thereof, shall be punished by 
a fine not exceeding J1,0O0, or by imprisonment not exceeding one 
year, or both. 

(b) Requests for information, disclosure of which is authorized by 
regulations prescribed pursuant to subsection (a) of this section, and 
req(uests for services, may, subject to such limitations as may be pre­
scribed by the Secretary to avoid undue interference with his functions 
under this Act, be complied with if the agency, person, or organiza­
tion making the request. agrees to pay for the information or services 
requested in such a-mount, if any (not exceeding the cost of furnishing 
the information or services), as may be determined by the Secretary. 
Payments for information or services furnished pursuant to this Sec­
tion shall be made in advance or by -way of reimbursement as may be 
requested by the Secretary, and shall be deposited in the Treasury as a 
special deposit to be used to reimburse the appropriations; (including 
authorizations to make expenditures from Ithe Federal Old-Age an 
Survivors Insurance Trust Fund [and the Federal Disability Insur­
ance Trust Fund], the FederalDisability Insurance Trust Fund, the 
Federal Hospital Ineuwance Trust Fund, and the Federal Supple­
mentary Medica Insurance Trust Fwnd) for the unit or units of the 
Department of Health, Education, and Welfare which furnished the 
information or services. 
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Limitation on Payments to Puerto Rico, the Virgin Islands, and 
Guam 

Sec. 1108. The total amount certified by the Secretary of Health, 
Education, and Welfare under title I (other than section 3(a) (3) 
thereof), IV, X, XIV, and XVI (other than section 1603(a) (3) 
thereof) for payment to Puerto Rico with respect to any fiscal year 
shall not exceed [$9,800,000, of which $625,000 may be used only for 
payments certified with respect to section 3(a) (2) B) or 1603(a) (2)
(B)~] $9,800,000; the total amount certified by the Secretary under 

suhtitles for payments to the Virgin Islands with respect to any 
fiscal year shall not exceed [$330,000, of which $18,750 may be used 
only for payments certified with respect to section 3(a) (2) (B3) or 1603 
(a). (2) (B)]3 $330,000; and the total amount certified by the Secretary 
under such titles for payment to Guam with respect to any fiscal year
~shall not exceed [$450,000, of which $25,000 may be used only for 
payments certified with respect to section 3(a) (2) (B) or 1603 (a) (2)
~1B)] $450,000. Notwithstanding the provisions of sections 502(a)
2), 512(a) (2), [522 (a), and 527 (a)]3 522(a) and until such time as 

the Congress may by appropriation or other law otherwise provide, 
the Secretary shall, in lieu of the initial [(or, in the case of setion 
527 (a), the minimum)]3 allotment specified in such sections, allot such 
smaller amounts to Guam as he may deem appropriate. 

Earned Income of Blind Recipients 

Sec. 1109. [Notwithstanding the provisions of sections 2 (a) (10) 
(A), 402(a) (7), 1002 (a) (8), 1402(a) (8), and 1602(a) (14), a State 
plan approved under title I, IV, X, XIV, or XVI may until June 30, 
1954, and thereafter shall provide that where earned income has been 
disregarded in determining the need of an individual receiving aid to 
the blind under a State plan approved under title X, the earned in­
come so disregarded (but not in excess of the amount specified in 
section 1002(a) (8) ) shall not be taken into consideration in determin­
ing the need of any other individual for assistance under a State plan 
approved under title I, IV, X, XIV, or XVI.] Any amount which 
is disregarded(or set aside for future needs) in determiningeligibility 
of andamount of the aid or assistancefor any individualuender aState 
plan approved under title I, IV, X, XIV, XVI, or XIX 8hall not be 
taken into considerationin determining the eligibility of and amount 
of aid or assistance for any other individual under a State plan ap­
proved under any other Of such titles. 

Medical Care Guides and Reports for Public Assistance and 
Medical Assistance [for the Aged] 

Sec. 1112. In order to assist the States to extend the scope and 
content, and improve the quality, of medical care and medical services 
for which payments are made to or on behalf of needy and low-income 
individuals under this Act and in order to promote better public 
understanding about medical care and medical assistance for needy
and low-income individuals, the Secretary shall develop and revise 
from time to time guides or recommended standards as to the level, 
content, and quality of medical care and medical services for the use 
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of the States in evaluating and improving their public assistance 
medical care programs and their programs of medical assistance [for
the aged]; shall secure periodic reports from the States on items in­
cluded in, and the quantity of, medical care and medical services for 
which expenditures under such programs are made; and shall from 
time t*h tune publish data, secured from these reports and other in­
formation necessary to carry out the purposes of th*s section. 

Demonstration Projects 

Sec. 1115. In the case of any experimental, pilot, or demonstration 
project which, in the judgment of the Secretary, is likely to assist in 
promoting the objectives of title I, IV, X, XIV, [or XVI3 XVI, or 
XIX in a State or States­

(a) the Secretary may waive compliance with any of the re­
quirements of section 2, 402, 1002, 1402, [or 1602] 1602, or 1902, 
as the case may be, to the extent and for the period he finds neces­
sary to enable such State or States to carry out such project, and 

(b) costs of such project which would not otherwise be in­
cluded as expenditures under section 3, 403, 1003, 1403, [or 16033]
1603, or 1.903 as the case may be, and which are not included as 
part of the costs or projects under section 1110, shall, to the extent 
and for the period prescribed by the Secretary, be regarded as 
expenditures under the State plan or plans approved under such 
title, or for administration of such State plan or plans, as may be 
appropriate.

In addition, not to exceed $2,000,000 of the aggregate amount appro­
priaed aymntsto fiscal yearor tates under such titles for any 
endngrio toJul 1,197, shall be available, under such terms and 
conitinste Screarymay establish, for payments to States tos 
cove somucofthecos ofsuch projects as is not covered by pay­

ments under such titles and is not included as part of the cost of 
projects for purposes of section 1110. 

Administrative and Judicial Review of Certain Administrative 
Determinations 

Sec. 1116. (a) (1) Whenever a State plan is 8ubmitted to the,Secre­
tary by a State for approval under title I, IVT, X, XIV, XVI, or 
XIX, he shall, not later than 90 day8 after the date the plan i s8Ub­
mitted to him, make a determinationas to whether it conf 8to the 
requirements for approval under such title. The 90-day period pro­
vided herein ma~y be ex~tended by written agreement of the Secretary 
and the affected State. 

(2) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 day8
after it has been notified of such determination,file a petition with 
the, Secretary for reconsideration of the issue of whether such plan
conforms to the requirementsfor approval under such title. 'Within 
30 days after receipt of such a petition, the Secretary shall notify the 
State of the time and place at which a hearing will be held for the 
purpose of reconsideringsuch issue. Such hearing shall be held not 
less than 20 days nor more than 60 days after the date notice of such 
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hearingis furnished to Ruch, State, Unle88 the-Secretaryand such State 
agree in-writing,to hold the hearing at another time. The Secretary
shall a/firm, modify, or reverse his originayl determination within 60 
days of the conclusion of the hearing.

(3) Any State which is dimsatisfled with aflnal determinationmade 
by the Secretary on such a reconsiderationor a final determinationof 
tI Secretary under 8ectwon 4, 404, 1004, 1404, 1604, or 19044 ma ,
within 60 days after it has been notified of such determination, fiZ 
with the United States court of appeals for the circuit in which such 
State is located a petition for review~of 8uch determination. A copy
of the petitionshall be worthwith transmittedby the clerk-of the court 
to the Secretary. The Secretary thereuponshl fiei h ort the 
recordof the proceedingson which he based his determinaim=onuaspro­
vided in 8ectwon 2112 of title 28, United States Code. 

(4) The findings of fact by the Secretary, if supported by sub­
stantial evidence, shall be conclusive; but the court, for good ca~use 
8hown, may remand the case to the Secretary to take furtherevidence, 
and the Secretary may thereupon make new or modified findings of 
fact and may modifyhAi8 previous action,and shallcertify to the court 
the transcriptand record of the further proceedings. Such new or 
modified findings of fact shall likewise be conclusive if supported by
substantialevidence. 

(6) The court shall have jurisdictionto affirm the actionof the Sec­
retary or to set it aside, in whole or in, part. The judgment of the 
court shall be subject to review by the Supreme Court of the United 
States Upon certiorarior certification as provided in section 1£54 of 
title £8, UnitedStates Code. 

(b) For the purposes of subsection (a), any amendment of a State 
plan approved under title I, IV, X, XI V, XTVI, or XIX may, at the 
option of the State., be treated as the submission of a new State plan

(c) Action pursuant to an initial determination of the Secretary
described in -subsection (a) shall not be, stayed pending reconsidera­
tion, but in the event that the Secretary subsequently determines that 
his initial-determinationwas incorrect-he. s~hall -certify restitution 
forthwith in a lump sum of any funds incorrectlywithheld or other­
wise denied. 

(d) 'Whenever the Secretary determines that any item or class of 
items on account of which Federalfinancial participationis claimed 
under title.I, IV, X, XIV, X VI, or XIX IShl be disalowed for such 
pa~rticipation,the State shl be entitled to and~uponrequest shall re­
ceive a reconsiderationof the disallowance. 

Maintenance of State Effort 

Sec. 1117. (a) The total of the amounts determinedunder sectOns 
3, 403, 1003, 1403, 1603, and 1903 for any State for any quarterbegin­
ning after December 31,~1965, and ending before July 1, 1969, shallbe 
,reducedto the exetent that­

(1) the eQxcess Of (A) the total of the amounts determined for 
the State under sections 3,-403, 1003, 1403,1603, and 1903 for such 

qurter over- (B) the, total of the~amounts determined for the 
State under sections 3,-40.3,1003,1403, and1603 f or the same quar­
ter of the fieal year ending June 30,1966, is greaterthan

(£) the excees of (A) the total of the &ependituresfor such 
-quarter (for which the determinationis being made) under the 
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plans of the State approvedundertitls I, IV, X, XIV, XVI, and 
XIX over (B) the totalof the expendituresunder the State jplain 
of the State approved under titles I, IV, X, XIV, and XVl for 
the same quarterof the fisal year ending June 30, 1965; 

.except that, at the option of the State, any of the following may be 
substituted (with respect to th qurter of any Pesal year) for the 
am-ount determined as provided in paragraph(1) (B)­

(3) the total of the amzounts determined.for the State under 
sections 3, 403, 1003, 1403, and 1603 for the samte quarterin the 
Pesalyear ending June30, 1964; or 

(4) the average of the totals deter-mdmed for the State under 
sections 3,4103, 1003, 1403, and 1603 for each quarter in the fisal 
year ending June 30,1964,orJune30, 1965. 

if the substitution of the total referred to m'paragraph(3) is chosen 
by the State, there shall be substituted for the am-ount determined 
under clause (B) of paragraph (2) the total of the expenditures un­
der the plain of the State approved under titles I, IV, X, XIV, anul 
XVI for th.equarterreferre~dtoin suchparagraph(3). If the8substi­
tution.of the averagefor either of the years referred to in paragraph
(4 is chosen by the State, there shall be substitutedfor the amzount 
determined under clause (B) of paragraph the average of the& () 
total expenditures wnder th plons of the,Stte approved under titles 
II IV, X, XIV, and XVI for each quarter in the samze fisal year.

(b) For the pwrposes of this section, expenditures under the plans 
of any State approvedunertitles I, IV, X, XIV, XVI, and XIX and 
th reductio determined with respect theretounder this Section, shall 
be determined on the basis of datafurnished by the State in the quar­
terly reportssubmitted by the Sate to the Secretary pursuant to and 
in accordancewith the requiremntsMof the Secretaryunder title I, IV 
X, XIV, XVI, or XIX; and determinationsso made shall be con­
clusive for purposesOf this section. 

1(c) IOf a reduction is required under the preceding provisions of 
thi section in the total of the amounts determinzed for a State under 
sections 3,403,1003,1403,1603,and1903 for any quarter,the Secretary 
shall determine which of such am-ounts shal be reduced and the extent 
thereof in such mnanner as in his judgmient will best carry out the 

purpse Stte -effort under the Federal-State publicf mintanin 
assitane tate,and with the total of such reductionspogamsof he 
to beeq redutionrequiredunder subsections (a) and (b) oft 

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

State Plans for Aid to the Permanently and Totally Disabled 

See. 1402. (a) A State plan for aid to the permanently and totally 
disabled must (1) provide tha~t it shall be in effect in all political 
subdivisions of the State, and, if administered by them, be mandatory 

uponthem (2 proidefor financial participation. by the State; 
(3)eiterrovde or heestablishment or designation of a, single 
Stae aenc toadmniserthe plan, or provide for the establishment 
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or -designation of a single State agency to supervise the acdministra­
tion of the plan; (4) provide for granting an opportunity for a fair 
hearing before the. Stat agency to any individual whose claim for 
aid to. the permanently and totally disabled is denied or is not acted 
upn with reasonable -promptness; .(5) provide such methods of ad­

miistration (including -methods relating to the establishment and 
maintenance of personnel standards on a merit basis, except that the 
Secretary shall- exercise no authority. with respect to the selection, 
tenure of office, and compensation of -any individual employed in 
accordance with such methods) as are. found by the Secretary to be 
necessary for the proper and -efficient operation of the plan; (6) 
provide that the State agency will make such- reports, in such form 
and containing such information, as the. Secretary may from time 
to time require, and comply -with such provisions as the Secretary 
ma~y from time to time- find necessary to assure the correctness andl 
verification of such reports; (7) provide that no aid will be fur­
nished any individual under the plan with respect to any period 
with respect to which he is receiving. old-age assistance under the 
State plan approved under section 2 of this Act, aid to families with 
dependent children under the State plan approved under section 402 
of this Act, or aid to the blind under the State plan approved under 
section 1002 of this Act; (8) provide that the State agency shall, in 
determining need, take into consideration any other income and re­
sources of an individual claiming aid to the permanently and totally
disabled, as well as any expenses reasonably attributable to the earning 
of any such income; except that, in making such determination, (A) 
of the firt $80 per montki of earned income the State agency may disre­
gardnot more than the first $~20 thereof plus8 one-half of the remainder, 
and (B) the Stateagency may, for aperiodnot in eacess of 36 moflth8, 
dis3regardsuch additionalamounts of other inoome and resouxrce, in 
the case of an individual who has a plan for achieving 8elf-8u~port 
approved by the,State agency, as may be necessary for the fIulilment 
of such plan, but only with respect to the part or parts of such period 
during substantiallyall of which he is actually undergoing vocational 
rehabilitation;-(9) provide safeguards which restrict the use or dis­
closure of information concerning applicants and recipients to pur­
poses directly connected with the administration of aid to the perma­
nently and totally disabled; (10) provide that all individuals wishing 
to make application for aid to the permanently and totally disabled 
shall have opportunity to do so, and that aid to the permanently and 
totally disabled shall be furnished with reasonable promptness to all 
eligible individuals; (11) effective July 1, 1953, provide, if the plan
includes payments to individuals in private or public institutions, for 
the establishment or designation of a State authority or authorities 
'which shall be responsible for establishing and maintaining standards 
for such institutions; and (12) provide a description of the services (if 
any~) which the State agency makes available to applicants for and 
recipients of aid to the permanently and totally disabled to help them 
attain self-support or self-care,. including a description of the steps 
taken to assure, in the provision of such services, maximum utilization 
of other agencies providing similar or related services. 

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

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

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

Payments to States
 

Sec. 1403. (a) From the sums appropriated theref or, the Secretary
of the Treasury shall pay to each State which has an approved plan for 
aid to the permanently and totally disabled, for each quarter, beginning
with the quarter commencing October 1, 1958­

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter 
as aid to the permanently and totally disabled under the State 
plan (including expenditures for premiwnig under part B of title
XVIII for inxtividuals who are recipients of money payment8
under such plan andother insurance premiums for medical or any
other type of remedial care or the cost thereof) ­

(A) [29/353 31/37 of such expenditures, not counting so 
much of any expenditure with respect to any month as exceeds 
the product of [$35] $37 multiplied by the total number of re­
cipients of aid to the permanently and totally disabled for 
such month (which total number, for purposes of this sub­
section, means (i) the number of individuals who received 
aid to the permanently and totally disabled in the form of 
money payments for such month, plus (ii) the number of 
other individuals with respect to whom expenditures were 
made in such month as aid to the permanently and totally dis­
abled in the form of medical or any other type of remedial 
care) ; plus 

(B) the Federal percentage of the amount by which such 
expenditures exceedl the maximum which may be counted 
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of [$70]
$75 multiplied by the total number of such recipients of aid 
to the permanently and totally disabled for such month; and 

(2) in the case of Puerto Rico, the Virgin Islands, and Guam, 
an -amount equal to one-half of the total of the sums expended
during such quarter as aid to the permanently and totally disabled 
under the State plan (including expenditures for premiunm under 
part B of title XVIII for individuals who are -recipientsof 

monypymeit8undr schplan and other insurance premiums
for edial oter ypeof remedial care or the cost thereof),r an 

notcoutin somuc ofany expenditure with respect to any 
montasexceds 37.5 mutipied by the total number of recip­

insof aid to the permanetyand totally disabled for such 
month; and 
(3)inthe case of any State whose State pIan approved under 

section 1402 meets the requirements of subsection (c) (1), an 
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amount equal to the sum of the following proportions of the total 
amounts expended during such quarter as found necessary by the 
Secretary of Health, Education, and Welfare for the proper and 
efficient administration of the State plan­

(A) 75 per centum. of so much of such expenditures as are 
f or­

(i), services which are prescribed pursuant to subsec­
tion (c) (1) and are provided (in accordance with the 
next sentence) to applicants for or recipients of aid to 
the permanently anda totally disabled to help them attain 
or retain capa'bility for self-support or self-care, or 
in clause (ii), which.-the Secretary may specify as ap­
propriate for individuals who, within such period or 
periods as the Secretary may prescribe, have been or are 

l~ikely to become applicants for or recipients of aid to the 
permanently and totally disabled, ifsuch services are 
requested by such individuals and are provided to such 
individuals in accordance with the next sentence, or 

(iv) the training of personnel employed or preparing
for employment by the State agency or by the local 
agency administering the plan in the political subdivi­
sion; plus

(B) one-half of so much of such expenditures (not in­
cluded under subparagraph (A)) as are oer services provided
(in accordance with the next sentence) to applicants for or 
recipients of aid to the permanently and totally disabled, 
and to individuals requesting such services who (within such 
period or periods as the Secretary may prescribe) have been 
or are likely to become applicants for or recipients of such 

(G)onehaf of the remainder of such expenditures.
The sriereerdto in subparagraphs (A) and (B) shall in­
clude only­

(D) services provided by the staff of the State a ncy,. or 
of the local agency administering the State plan in the politi­
cal subdivision: Provided,5 That no funds authorized under 
this title shall be available for services defined as vocational 
rehabilitation services under the Vocational Rehabilitation 
Act (i) which are available to individuals in need of them 

uder programs for their rehabilitation carried on under a 
State plan approved under such Act, or (ii) which the State 
agency or a ncies administerin orsprising the adminis­
tration of te Saepan approved under such Act are able 
and willing to provide if reimbursed for the cost thereof pur­
suant to agreement under subparagraph (E),5 if provided by
such staff, and 

(E) subject to limitations prescribed by the Secretary,
services which in the judgment of the State agency cannot be 
as economically or as effectively provided by the staff of such 
State or local agency and are not otherwise reasonably avail­
able to individuals in need of them, and which are provided, 
pursuant to agreement with the State agency, by the State 
health authority or the State agency or agencies administer­
ing or supervising the administration of the State plan for 
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vocational rehabilitation services approved under the Vo­
cational Rehabilitation Act or by any other State agency 
which the Secretary may determine to be approprimte
( whether provided by its staff or by contract with public 
(local) or nonprofit private agencies); 

except that services described by clause (ii) of subparagraph (D) 
hereof may be provided only pursuant to agreement with suc 
State agency or agencies administering or supervising the ad­
ministration of the State,plan for vocational rehabilitation services 
so approved. The portion of the amount expended for adminis­
tration of the State plan to which subparagraph (A) a pplies 
and the portion thereof to which subparagraphs (B) and(C) 

appy sallbedetrmiedin accordance with such methods and 
proedues pemitedby the Secretary; ands my b 

(4)inhecas ofan Sttewhose State plan approved under 
secio oe metthe rqiements of subsection (c) (1),142 no 

an amount equal to one-hl of tuhie total of the sums expenided 
during such quarter as found necessary by the Secretary for the 
proper and efficient administration of the State plan, including 
services referred to in paragraph (3) and provided in accordance 
with the provisions of such paragraph. 

(b) The method of computing and paying such amounts shall be 
as follows: 

(1) The Secretary of Health, Education, and Welfare shall, prior 
to the beginning of each quarter, estimate the amount to be paid to the 
State for such quarter under the provisions of subsection (a), such 
estimate to be based on (A) a report filed by the State containing its 
estimate of the total sum to be expended in such quarter in accordance 
with the provisions of such subsection, and stating the amount appro­
prriated or maide available by the State and its political subdivisions 
fo such expenditures in such quarter, and if such amount is less than 
the State's proportionate share of the total sum of such estimated ex­
penditures, the source or sources from which the difference is expected 
to be derived, (B) records showing the number of permanenty and 
totally disabled individuals in the -state,and (C) such other investi­
gation as the Secretary may find necessary. 

(2) The Secretary of Health, Education, and Welfare shall then 
certify to the Secretary of the Treasury the amount so estimated by 
the Secretary of Health, Education, and Welfare, (A) reduced or in­
creased, as the case may be, by any sum by which the Secretary of 
Health, Education, and Welfare finds that his estimate for any prior 
quarter was gre!ater or less than the amount which should have been 

pad to the' State under subsection (a) for such quarter, and (B) re­
duce by a sum equivalent to the pro rata share to which the United 
States is equitably entitled, as determined by the Secretary of Health, 
Education, and W,,elfare, of the net amount recovered during a prior 
quarter by the State or any political subdivision thereof with respect 
to aid to the permanently anLd totally disabled furnished under the 
State plan; except that such increases or reductions shall not be made 
to the extent that such sums have been applied to make the amount 
certified for any prior quarter greater or less than the amount esti­
mated by the Secretary of Health, Education, and Welfare for such 
prior quarter: Pro'vided,That any part of the amount recovered from 
the estate of a deceased recipient wvhich is not in excess of the amount 
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expended. by the State or any political subdivision thereof for the 
funeral expenses of the deceased shall not be considered as a basis for 
reduction under clause (B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through the 
Fiscal Service of the Treasury Department, and prior to audit or 
settlement by the General Accounting Office, pay to the State, at the 
time or times fixed by the Secretary of Health, Education) and Wel­
fare, and the amount so certified. 

(c) (1) In order for a State to qualify for payments under para­
graph (3) of subsection (a), its State plan approved under section 
1402 must provide that the State agency shall make available to appli­
cants for or recipients of aid of the permanently and totally disabled 
at least those services to help them attain or retain capability for self-
support or self-care which are prescribed by the Secretary.

(2) In the case of any State whose plan included a provision
meeting the requirements of paragraph (1), but with respect to which 
the Secretary finds, after reasonable notice and opportunity for hear­
ing to the S ataency administering or supervising the adminis­
tration of such plan, that­

.(A) the provision has been so changed that it no longer com­
plies with the requirenments of paragraph (1), or 

(B) in the administration of the plan there is a failure to com­
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be, any such failure to 
comply. Until theSecretary is so satisfied further payments with 
respect to the administration of such State plan shall not be made 
under paragraph (3) of subsection (a) but shall instead be made,
subject to the other provisions of this title, unuder paragraph (4) of 
such subsection. 

Definition 

Sec. 1405. For the purposes of this title, the term "aid to the per­
manently and totally disabled" means money payments to, or (if pro­
vided in or after the third month before the month in which the re­
cipient makes application for aid) medical care in behalf of, or any
type of remedial care recognized under State law in behalf of, needy
individuals eighteen years of age or older who are permanently and 
totally disabled, but does not include any such payments to or care in 
behalf of any individual who is an inmate of a public institution (ex­

ceptas meIca institution) or any individual [(a) whopaientin 
is paien nsttutonfor-tuberculosis orinan or mental diseases,

(b)as hoeendiagose ashavng tuberculosis or psychosis and 
is paien ina edial nsttutonas a result thereof.] Who is a patient

inan institutionfor tuberculosis or mental diseases. Such termn aZso 
includes payments which are not included within thee meaning of such 
term under the preceding gentence, but which would be so included 
ex~cept that they are made on behalf of such a needy individuaZ to an­
other individual who, (as determined in accordance With& standards 
prescribed by the Secretary) is -interestedin or concerned with the 
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welfare of 8uch needyiindividual but only w~ith respectto a State whose 
State plan approvedunder sec0 tion 140B includes provision f or­

(1)determinatuarn by the State agency that such needy indi-Widua hag, by reason of his physical or mental condition, such 
inability to mna,=ge junds that making payn'mnt8 to him would

be cntrrylo his welfare and, therefore, it i necess8aryto provide 
such aidthroughpayments describedin this sentence; 

(B) making such payments only in cases in which such pay 
ments will, under the rule otherwise applicable under the, tate 

othran icom ll hereoures, met eedof heindividuals 

nd spcia efort(3) ndetakngontnuin toprotect the 

hi aact omaaefunds8;orsl -aean tP8i 
(4) PedireiwbsuhSae agency of the determination 

under pwagah()toascerti whether conditions justifying 
8uch deemnto8till exeist, with provision for terminationof 
such payments if they do not and for seeking judicialappointment 
of a guardianor other legal representative,as described'in section 
1111, if and when it appeam that such action wil best serve the 

(5)opprtuityfora airheaingbefretheSenate agency on 
th dtemnaio efrrdtoin paarp 1) for any individual 

TITLE XVI-GRANTS TO STATES FOR AID TO THE AGED, 
BLIND, OR DISABLED, OR FOR SUCH AID AND MEDI­
CAL ASSISTANCE FOR THE AGED 

State Plans for Aid to the Aged, Blind, or Disabled, or for Such 
Aid and Medical Assistance for the Aged 

Sec. 1602. (a) A State plan for aid to the aged, blind, or disabled, 
or' for aid to the aged, blind, or disabled and medical assistance for 
the aged, must­

(1) provide that it shall be in effect in all political subdivisions 
of the State, and, if administered by them, be mandatory upon 
them; 

(2) provide for financial participation by the State; 
(3) either provide for the estblishment or designation of a 

single State agency to administer the plan, or provide for the 
establishment or designation of a single State agency to supervise
the administration of the plan; 

(4) provide for granting an opportunity for a fair hearing 
before the State agency to any individual whose claim for aid or 
assistance under the plan is denied or is not acted upon with rea­
sonable promptness; 

(5) provide such methods of administration (including
methodts relating to the establishment and maintenance of per­
sonnel standards on a merit basis, except that the Secretary shall1 
exercise no authority with respect to the selection, tenure of office, 
and compensation ol any individual employed in aedordance with 
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such methods) as are found by the Secretary to be necessary for 
the proper and efficient operation of the plan; 

(6) provide that the State agency will make such reports, in 
such form and containing such information, as the Secretary may 
from time to time require, and comply with such provisions as the 
'Secretary may from time to time find necessary to assure the cor­
rectness and verification of such reports;­

(7) provide safeguards whish restrict the use or disclosure of 
information concerning applicants and recipients to purposes di­
rectly connected with the a~inistration of the plan; 

(8 'provide that all individuals- wishing to make application 
for aid or assistance under the plan shall have opportunity to do 
so, and that.such aid or assistance shall be furnished with reason­
able promptness to all eligible individuals; 

(9 )provide, if the plan includes aid or assistance to or on 
behalf of individuals in private or public institutions, for the 
establishment or designation of a State authority or authorities 
which shall be responsible for establishing and maintaining stand­
ards for such institutions; 

(10) provide a description of the services (i-f any) which the 
State agency makes available to applicants for or recipients of aid 
or assistance under the plan to help them attain self-support or 
self-care, including a description of the steps taken to assure, in 
the provision of such services, maximum utilization of other 
agencies providing smilar or related services; 

(11) provide thastino aid or assistance will be furnished any 
individual under the plan with respect to any period with respect, 
to which he is receiving assistance under the State plan approved 
under title I or aid under, the State plan approved under title 
IV, X, or XIV;­

(12) provide that, in* determining whether an individual is 
blind, there shall be an examination by a physician skilled in the 
diseases of the eye or by an optometrist, whichever the individual 
may select; 

(13) include reasonable standards, consistent with the objec­
tives of this title, for deter-mining eligibility for and the extent of 
aid or assistance under the plan; 

[(14) provide that the S tate agency, shall in determining need 
for aid to the aged, blind, or disabled, take into consideration a 
other income and resources of an individual claiming such air 
as well as any. expenses reasonably attributable to the earning of 
any such income.; except that, 'in mnaking such determination with 
respect to any individual who is.blind, tle State agency (A) shall 
disregard the first $85 per month of earned income plus one-half 
of earned income in excess. of $85 per month, and (B) shall, for 
a period not in excess of twelve months, and may, for a period not 
in excess of thirty-six months, disregard such additional amounts 
of other income and resources, in the case of an individual who 
has a plan for abhieving self-support approved by the State 
agency, as may be necessary for the fulfillment of such plan, and 
in making such determination with respect to any other indi­
vidual who has attained age 65 and is claiming aid to the aged, 
blind, or disabled, of the first $50 per month of earned income 
the State agency may, after December 31, 1962, disregard not 
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more than the first $10 thereof plus one-half of the remainder; 

(14)proidehatthe tat agecy8hall,in. determniningneed 
foraidtohe ged bind ordisbldtake into considerationany

othr icom reouresofan individual claiming 8uch aid, asan 
well as any ecpenses reasonably attributable to the earning of 
any such inctome; ex~cept that, in making 8uch determinationwith 
respect to any individual­

(A) if such individual is blind, the State agency (i) 
8hall disregardthe first $86 per month of earned income plus

onehal ofeanedincmein ~iie~of$85 per month, and 
(ii shllfora noprio inexcssof 12d months8, and ma 
or erodnotin 3e~ces o moth, disregard uch add-1 

tioat mouts ndresource, in. the case off oherincme 
any such individa who has a plan. o achievingself-support 
apprved by the State agency, as may be necessary for the 

flIlment of such pIan., 
B)i uc indVidual is not blind but is permanently 

and totally disabled, (i) of the first $80-per month of earned 
income, the State agency may disregardnotmore than. the first 
$20O thereof plus one-half of the remainder,and (ii) the State 
agency may, for a periodnot in exccess of 36 months, disregard 
such additionalamounts of otherincome andresources, in the 
case of any such individual who has a plain for achieving
self-support aproved by the State agency, as may be nec~es­
sary for the fulfillment Of such plan, but only with respetto th partor parts of suchperiod during substn8 lylo
Which he is actually undergoing vocationalreaitton 
and 

(C) if such individual has8 attainedage 65 and is neither 
blin nor permanently and total disabled, of the frst $80 
per month of earned income the State agency may dis~regard 
not more than. the first $2,0 thereof ptus one-half of the 
remainder;[and] 

(15) if the State plan includes medical assistance for the aged­
'(A) provide for inclusion of some institutional and some 

nonmnstitutional care and services; 
(B) provide that no enrollment fee,, premium, or similar 

charge will be imposed. as a condition of any individual's 
eligibility for medical assistance for the aged under the plan; 

(C)proideforincusinto the extent required by regu­
latonsprecried y te screary, of provisions (conform­
ing o sch egultios) ithrespect to the furnishing of 

suchassstace o idivduas who are residents of the State 
but are absent therefrom; and 

(D) provide that no lien may be imposed against the 
property of any individual prior to his death on account of 
medical assistance for the aged paid or to be paid on his 
behalf under the plan (except pursuant to the judgment. of 
a court on account of benefits incorrectly paid on behalf of 
such individual), and that there shall be no adjustment or 
recovery (except, after the death of such individual and his 
surviving spouse, if any, from such individual's estate) of 
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any medical assistance for the-aged correctly paid on behalf 
of such individual under the plan [.1;

(16) if,the State plan includes aid or assistaiwe to or in behalf 
of individuals65 years of age or older who are patientsin insti­
tutionsfor mental diseases-­

(A) provide for having in effect such agreementsor other 
arrangementswith.State authoritiesconcerned with mental 
diseases, and], where appropriate,with such institutions, as 
may be necessary for carrying out the State plan, including 
arrangementsfor joint planning and for development of al­
ternatemethods of care, arrangementsprovidingassuranceof 
immediate readm~ittanceto institutionswhere needed for indi­
viduals8under alternateplans of care, and arrangementspro­
viding for access to patients and facilities, for furnishing 
information,and for making reports; 

(B) provide for an individutal plan for each such patient 
to assure that the instit'utionalcare provided to him is in his 
best interests,including, to that end, assurances that there'wil 
be initialand periodic review of his medical and other needs, 
that he will be given appropriatemedical treatment 'Within 
the institution,andthat there will be a periodicdetermination 
of his need for continuedtreatment in the institution; 

(C) provide for the development of alternateplans of care, 
making manximutm utilization of available resources, for re­
cipients 65 years of age or older who would otherwise need 
care in such institutions,includingappropriatemedical treat­
ment and other aid or assistance;for services referred to in 
section 1603(a) (4) (A) (i) and (ii) 'which are appropriatefor 
such recipients and for such patients; and for methods of 
administrationnecessary to assure that the responsibilitiesof 
the State agency under the State plan with respect to, sucA 
recipients and such patients will be effectively carried out; 
and 

(D) provide methods of determiningthe reasonablecost of 
institutionalcarefor such patients;and 

(17) if the State plan includes aid or assistance to or in behalf 
of individuals 65 years of age or older who are patients in pu~blic 
institutions for mental diseases, show that the State is macking 
satisfactoryprogresstoward developing and implementing a com­
prehensivemental health program,includingprovisionfor utiliza­
tion of comtmunity mental health centers, nursinghomes, and other 
alternatives to care in public institutionsfor mental diseases. 

Notwithstanding paragraph (3), if on January 1, 1962, and on the 
date on which a State submits its plan for approval under this title, 
the State agency which administered or supervised-the administration 
of the plan of such State approved under title.X was different from 
the State agency which administered or supervised the administration 
of the plan of such State approved under title I and the State agency 
which administered or supervised the administration of the plan of 
such State approved under title XIV, the State agency which admnin­
istered or supervised the administration of such plan approved under 
title X may be designated to administer or supervise the administra~ 
tion of the portion of the State plan for aid to the aged, blind, or 
diasabled (or for aid to the aged, blind, or disabled and medical assist­
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ance for the aged) which relates to blind individuals and a separate 
State agency may be establis~hed or designated to administer or super­
vise the administration of the rest of such plan; and in such case the 
part of the plan which each such agency administers, or the admninis­
tration of which each such ag-ency supervises, shall be regarded as a 
separate plan for purposes of this title. 

(b) The Secretary shall approve any plan which fulfills the condi­
tions specified in subsection (a), except that he shall not approve any 
plan which imposes, as a condition of eligibility for aid or assistance 
under the plan­

()an age requirement of more than sixty-five years; or 
()any residence reurement which (A) in the case of apjpli­

cants for aid to the ap, blind, or disabled excludes any resident 
of the. State who has resided therein five years during the nine 
years immediately preceding the application for such aid and has 
resided therein continuously for one year mimmediately preceding 
the application, and (B) in the case of apIcants for medical 
assistance for the aged, excludes any individual who resides in the 
State; or 

(3) any citizenship requirement which excludes any citizen of 
the United States. 

In the case of any State to which the provisions of section 344 of the 
Social Security Act Amendments of 1950 were applicable on January
1, 1962, and to which the sentence of section 1002(b) following para­
gaph (2) thereof is -applicableon the date on which its State plan for 

aid to the aged, blind, or disabled (or for aid to the aged, blind, or dis­
abled and medical assistance for the aged) was submitted for approval 
under this title, the Secretary shall approve :the plan of such State 
for -aid to the aged, blind, or disabled (or for aid to the aged, blind, 
or disabled .and medical assistance for the aged) for purposes of this 
title, even though it does not meet -therequirements of paragraph (14) 
of subsection (a), if it meets -all other requirements of this title for 
an approved plan for aid to the aged, blind, or disabled (or for aid 
to the aged, blind, or disabled and medical assistance for the aged);

but aymnts secion1603 shall be made, in the case of any suchnde 

pla, oly
ithresecttoexpenditures thereunder which would be 
incldedasxpeditresforthe purposes of section 1603 under a plan 
appove hissecionwithout regard -to the provisions of thisuner 

sentence. 
(c) Subject to the last sentence of subsection (a), nothing in this 

title shall be construed to permit a State to have in effect with respect 
to any period more than one State plan approved under this title. 

Payments to States 

Sec. 1603. (a) From the pums appropriated therefor, the Secretary 
shall pay to each State which has a plan approved under this title, 
for each quarter, beginning with the quarter commencing October 1, 
1962­

(1) in the case of any St-ate other than Puerto Rico, the Virgin 
Islands, and Guam, an amount equal to the sum of the following
Proportions of the total amounts expended [during such quarter] 
during each meth,of uch puarteraid to the aged, blind, or dis-
a-bled under the State plan (including expenditures for prenmiums 
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under partB of title X VIII for individualewho are recipient of 
moneypayents -under8uch plan and other insurance premiums

for medica orany other type of remedial care or the cost 
thereof) ­

(A) E29/353 31/37 of such expenditures, not counting so 
much of any expenditure with respect to [any month3 such 
month any month as exceeds the product of [$35] $37 multi­
plied by the total number of recipients of such aid for such 

mont ota numerfor purposes of this subsection,(wich 
mean(i ofindviduals who received such aid in.te nmbe 
the orm thef moey pymets for such month, plus (ii)

numbr o oter ndiiduls ithrespect to whom ex.pendi­
tures were made in such mnhas aid to the aged, blind, or 
disabled in the form of medical or any other type of remedial 
care); plus 

(B~the Federal percentage (as defined in section 1101 
(a) (8)) of the amount by which such expenditures exceed the 
maximum which may be counted under clause (A), not 
counting so much of any expenditure with respect to any 
month as exceeds the product of $70 multiplied by the total 
number of recipients of aid to the aged, blind, or disabled for 
such month; plus 

[(C) the larger of the following: (i) the Federal medical 
percentage (as defined in section 6(c)) of the amount by
which such expenditures exceed the maximum which may be 
counted under clause (B), not counting so much of any ex­
penditure with respect to any month as exceeds (I) the 

prodctf $5 mutipiedby the total number of such re­
cipentofai totheage, lind, or disabled for such month, 
or II)if toalexpended as aid to the aged, blind,maler th 
or dsabed i th for ofmedical /or aniy other type of 

remedial care with respect to such month plus the product of 
$70 multiplied by such total number of such recipients, or 
(ii) 15 per centum of the total of the sums expended during 
such quarter as aid to the aged, blind, or disabled under the 
State plan in the form of medical or any other type of 
remedial care, not counting so much of any expenditure with 
respect to any month as exceeds the product of $15 multiplied 
by the total number of such recipients of aid to the aged, 
blind, or disabled for such month;] 

(B) the largerof the following: 
(i) (I) the Federalpercentage (as defined in section 

1101(a) (8)) of the amount by which such expenditures 
exceed the amount 'which may be counted under clause 
(A), not counting 80 much, of such excess with respect 
to such month as exceeds the product of $38 multiplied 
by the total number of recipient8 of aid to the aged, 
blind, or disabled for such month, plus (Ii) 15 per 
centumi of the total expended during such month as aid 
to the aged, blind, or disabled under the State plan in 
the form~of medical or any other type of remedial care, 
not counting so much Of such. expenditure with, respect 
to such.months as exceeds the product of $15 multiplied 

49-643 0-65--pt. 2-12 
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by the total number of recipierbt8 of aidto the aged, blind, 
or disabled for suh month, or 

(ii)(I) the Federalmedical percentage (as defined in 
5eCtiofl 6 (c) ) of the amount by which such expenditures
exceed the nuaximum which may be counted under clause 
(A), not counting so. much-of any expenditure8 with re­
spect to 8uch month as exceeds (a) the product of $52 
multiplied by the total number of such recipientsof aid 
to the aged, blind. or disabled for such month, or (b)
if smaller, the total expended as8 aid to the aged, blind, 
or disabled in the form of medical or any other type of 
remedialcare with respect to such month plu8 the poduct
of $37 multipliedby such total numberofsuch recipients,
plus (HI) the Federalpercentageof the amount by which 
the total expended duringsuch month as aid to th aged, 
blind, or disabledunder the State planexceeds the amount 
which may be counted under clause (A) and the preced­
ing poionofthis clause (B) (ii), not counting somuch of such excess with respect to such month as exceeds 
the product.of $38 multiplied by the total number of 
such recipientsof aid to the ageZblind, or disabled for 
such month. 

(2) in the case of Puerto Rico, the Virgin Islands, and Guam, 
an amount equal to­

(A) one-half of the total of the sums expended during
such quarter as aid to the aged, blind, or disabled under the 
State plan (including expenditures for premiuansunder part
B of title XV111 for individualswho are recipient8 of money 
payments under such plan and other insurance premiums 
for medical or any other type of remedial care or the cost 
thereof), not counting so much of any expenditure with re­
spect to any month as exceeds $37.50 multiplied by the total 
number of recipients of aid to the aged, blind, or disabled 
for such month; plus

(B) the larger of the following amounts: (i) one-half. 
of the amount by which such expenditures exceed the maxi­
mum which may be counted under clause (A), not counting 
so much of any expenditure with respect to any month as 
exceeds (I) the product of $45 multiplied by the total num­
ber of such recipients of aid to the aged, blind, or disabled for 
such month, or (II) if smaller, the total expended as aid to 
the aged, blind, or disabled in the form of medical or any
other type of remedial care with respect to such month plus
the product of $37.50 multipled by the total number of such 
recipients, or (ii) 15 per centum of the total of the sums ex­
pended during such quarter as aid to the aged, blind, or dis­
abled under the State plan in the form of medical or any
other type of remedial care, not counting so much of any
expenditure with respect to any month as exceeds the product
of $7.50 multiplied by the total number of such recipients of
aid to the aged, blind, or disabled for such month; 

(3) in the case of any State, an amount equal. to the Federal. 
medical percentage (as defined in section 6(c)) of the -total 
amounts expended7 during such quarter as medical assistance for 
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the aged under the State plan (including expenditures for mn­
surance premiums for medical or any other type of remedial care 
or the cost thereof ) ; and 

(4) in the case of any State whose State Ian approved under 
section 1602 meets the requirements of subsection (c) (1), and 
amount equal to the sum of the following proportions of the total 
amounts expended during such quarter as foux~d necessary by the 
Secretary of Health, Education, and Welfare for the proper and 
efficient administration of the State plan­

(A) 75 per centum of so much of such expenditures as are 
f or­

(i) services which are prescribed pursuant to subsec­
tion (c) (1) and are provided (in accordance with the 
next sentence) to applicants for or. recipients of aid or 
assistance under the plan to help -them attain or retain 
capabilit{ for self-support or self-care, or 

() ter services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to sc 
applicants or recipients, or 

(iii) any of the services prescribed pursuant to sub­
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary mav specify as appro
priate for individuals who, within such period or periods 
as the Secretary may prescribe, have been or are likely 
to become applicants for or recipients of aid or assistance 
under the plan, if such services are requested by such in­
dividuals and are provided to such individuals mn accord­
ance with the niext sentence, or 

(iv) the training of personnel employed or preparing
for employment by the'State agency or by the local agency
administering the plan in the political subdivision; plus

(B) .one-half of so much of such expenditures (not in­
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or 
recipients of aid or assistance under the plan, 'and to indi­
viduals requesting such services who (withi such period or 
periods as the Secretary may prescribe) have been or are 
likely to become applicants for or recipients of such aid or 
assistance; plus

(C) one--half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall in­
clude onl­

()servicesprovided by the staff of the State agecy,.or of 
the local agency administering the State plan in the political
subdivision: Provided,That no funds authorized under this 
title shall be available for services defined as vocational re­
habilitation services under the Vocational Rehabiliation Act 
(i) which are available to individuals in need of them under 
programs for their rehabilitation carried on under a State 
plan approved under such Act, or (ii) which the State aggency 
or agencies administering or supervising the administration of 
the State plan approved under such Act are able -and willing 
to provide if reimbursed for the cost thereof pursuant to 
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agreement under subparagraph (E), if provided by such 
staff and 

(i~) subject to limitations prescribed by the Secretary, serv­
ices which in the judgment of the State agency cannot be as 
economically or as effectively provided by the staff of such 
State or local agency and are not otherwise reasonably avail­
able to individuals in need of them, and which are provided, 
pursuant to agreement with the State agency, by the State 
health authority or the State agency or agencies administering 
or supervising the administration of the State plan for voca­
tional rehabilitation services approved under the Vocational 
Rehabilitation Act or by any other State- agency which the 
Secretary may determine to be appropriate (,whether provided 
by its staff or by contract with public (local) or nonprofit 
private agencies) ; 

except that services described in clause (ii) of subparagrph (D) 
hereof may be provided only pursuant to agreement with such 
State agency or agencies administering or supervising the admin­
istration of the State plan for vocational rehabilitation services so 
approved. The portion of the amount expended for administra­
tion of the State plan to which subparagraph (A) applies and the 
portion thereof to which subparagraphs (B) and (C) apply shall 

be determined-in accordance with such methods and,procedures as 
may beypermitted. by the Secretary; and 

(5et)in the case of any State whose State plan approved under 
section 1602 does not meet the.requirements of subsection (c) (1), 
an amount equal to one-half of the, total of the sums expended 
during such quarter as found necessary by the Secretary for the 
proper -and effcetadministration of the State p lan, including 
services referred to in paragraph (4) and provided in accordance 
with the provisions of such paragraph. 

(b) (1) Prior to the beginning of each quarter the Secretary shall 
estimate the amount to which a S ae will b nildudrsbeto 
(a) for such quarter, such estimates to be based on (A) a report filed 
by the State containing its estimate of the total sum to be expended
in such guarter in accordance with the provisions of such subsection, 
and stating the amount appropriated or made available by the State 
and its political subdivisions for such expenditures in such quarter, 
and if siuch amount -is less than the State's-proportionate share of the 
total sum of such estimated expenditures, the source or sources from 
which the difference is expected to be derived, and (B) such other 
investigation as the Secretary may find necessary. 

(2) The Secretary shall then pay, iin such installments as he may
determine, to the State the amount so. estimated, reduced or increased 
to the extent of any overpayment or underpayment which the Secre­
tary determines was made under this section to such State for any
prior quarter and with respect to which adjustment has not already 
been made under this -Subsection. 

(3) The pro rata share to which the United States is equitably 
entitled,~as determined by the Secretary, of the net amount recovered 

duing any quare by the State or any political subdivision thereof 
with respect to aid or assistance furnished under that State plan, but 
excluding any 'amouin t of such aid or assistance recovered from the 
estate of a deceased recipient which is not in excess of the amount 
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expended by the State or any political subdivision thereof for the 
funeral expenses of the deceased, shall be considered an overpayment 
to be adjusted under this subsection. 

(4) Upon the making of any estimate by the Secretary under this 
subsection, any appropriations available for payments under this 
section shall be deemed obligated. 

(c) (1) In order for a State to qualify for payments under para­
graph (4) of subsection (a), its State plan approved under section 
1602 must provide that the State agency shall make available to appli­
cants for or recipients of aid to the aged, blind, or disabled under 
such State plant at least those services to help them attain or retain 
capability for self-support or self-care which are prescribed by the 
Secretary. 

(2) In the case of any State whose State plan included a provision 
meeting the requirements of paragraph (1), but with respect to which 
the Secretary finds, after reasonable notice and opportunity for hear­
ing to the State agency, administering or supervising the administra­
tion of such plan, that­

(A) the provision has been so changed that it no longer com­
plies with the requirements of paragraph (1) , or 

(B) in the administration of the plan there is a failure to com­
ply substantially with such provision,

'he Secretary shall notify such State agency that further payments 
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied that there will no longer be any such failure to 
comply. Until the Secretary is so satisfied further payments with 
respect to the administration of such State plan shall not be made 
under paragraph (4) of subsection (a) but shall instead be made 
subject to the other provisions of this title, under paragraph (5) of 
such subsection. 

(d) Notwithstanding the preceding provisions of this 8ection, the 
amount determined wnder such provisions for any State for any 
quatrwhich is attributable to expenditures with respect to indi­
?,dul 65 years of age or older who are patient8 in institutionsfor 
nwental diseases shall be paid only to the extent that the State makees 
a showing satisfactory to the Secretary that total expenditures in the 
8"tate from Federal, State, and local sources for mental health, MrvsCes 
(includt ing payments to or in behalf of individuals with mental health 
problems) uender State and local public health and public welfare 
programsfor such quarterexceed the average of the totalexpenditures 
in the State from such sources for such services under such programs 
for each quarter of the fiscal year ending June 30, 1965. Forpur­
poses of th~is subsection, expenditures for such services for each quar­
ter in the fiscal year ending June 30, 1965, in the case of any State 
shall be determined on the basis of the latest data, satisfactory to the 
Secretary, available to him at the time of the first determination by 
him undler this subsection for such State; and expenditures for such 
services for any quarter beginning after December 31 1965, in the 
case of any State shall be determined on the basis Of tke latest data, 
satisfactory to the Secretary, available to him at the time of the 
determinationunder this subsection for such State for such quarter;­
and determinations so made shall be conclusive for purposes of this 
subsection. 
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Definitions 

Sec. 1605. [(a) For the purposes of this title, the term "aid to the 
aged, blind, or disabled" means money payments to, or (if provided in 
or after the third month before the month in which the recipient makes 
a pplication for aid) medical care in behalf of or any type of remedial 
care recognized under State law in behalf of, needy individuals who 
are 65 years of age or older, are blind, or are 18 years of age or over 
an emnnand ndttlydsabled, but does not include-­

[(1)anyuchpaymntsto or care in behalf of any individual 
who s a imate f apubic institution (except as a patient in 
a mdicl istiutin) r ny individual who is a patient in an 

institution' for tuberculosis or mental diseases, or 
[(2) any such payments to any individual who has been diag­

nosed as having tuberculosis or psychosis and is a patient in a 
medical institution as the result thereof, or 

[(3) any such care in behalf of any individual, who is a patient 
in a medical institution -as a result of a, diagnosis that he, has 
tuberculosis or psychosis, with respect to any period after the 
individual has been a patient. in such an institution, as a result of 
such diagnosis, for forty-two days.]

(a) Fo'r putrpoW8,Of this title, the term~"aid to the aged, blind, or 
disabled" means money paymen~t8 to, or (of provided in or after the, 
third month before.-the month, in which the recipient makes alica­
tion for aid) medical care in 'behalf of or an~y type of remeda care 
recognized under State law in behalf of, needy individuals who are 
65 years of age or older, are blind, or are 18 years of age or over and 
permanently and totally disabled, but such term does not include­

(1) any such payments to or care in behalf of any individual 
who is an inmate of a public institution (exccept as a patient in a 
medical institution);or 

(2) any such payments to or care in behalf of any individual 
who has not attained 65 years of age and who is a patient in an 
institutionfor tuberculosisormental diseases. 

Such term also includes payments which are not included within the 
meaning of such term under the preceding sentence, but which would 
be so included except that they are made on behalf of such a needy 
individual to another individual who (as determined in accordance 
with standardsprescribed by the Secretary) is interested in or con­
cerned with the welfare of such needy individual,but only with respect 
to a State whose State planappro'ved,under section 160~2 includes pro-
Vision for­

()detemntio by the State agency that such needy indi­
vdaha,wrby reason of his physical or mental condition, such 

inability to manage funds that making payments to him would 
be cntrry and threfre,it is necessary to provoide o hi wefar 
suchaidthrogh aymets escrbedin this sentence; 

(B) akig nlyin cases in which such ,pay­sch pymets 
men8wllundr te rlesothrwieapplicable under the State 

plan frdetermining need adteamount of aid to the aged, 
blind, or disabled to be paid (and inconjunctionwith other income 
and resources), meet all the,need of the, individualswith respect 
to -whomsuch payment8 aremade; 



SOCIAL SECURITY AMENDMENTS OF 1985 469 

(C) wondertaei'ng and continuing special effo'rts to protect the 
welfare of such individual and to improve, to the extent possible, 
his capacity for self-care,and to manage furnds; 

(D) periodic review by such State agency of the determina­
tion under clause (A) to ascertainwhether conditions justifying 
such determinationstill exist, with provision for termination of 
such payments if they do not and for seeking judicial appoint­
ment of a guardianor other legal representative,as described in 
section 1111, if andwhen it appearsthat such actionwill best serve 
the interestsof such needy individual,; and 

(E) opportunityfor a fair hearing before the State agency on 
the determination referred to in clause (A) for any individual 
with respect to whom it is made. 

(b) For purposes of this title, the term "medical assistance for the 
aged" means payment of part or all of the cost of the following care 
and services (if provided in or after the third month before the month 
in which the recipient makes application for assistance) for individ­
uals who are sixty-five years of age or older and [who are not recipients 
of aid to the aged, blind, or disabled] who are nt reipents of aid 
to the aged, blind, or disabled (except, for any month, frrcpet 
of aid to the aged, blind,or disabledwho are admitted toordshge
from~a medical institutionduring such month) but whose icome and 
resources are insufficient to meet all of such cost-­

(1) 	 inpatient hospital services;
 
(2 k'ild nrsing-home services;
 
(3physicians' services;
 

4) outpatient hospital or clinic services;
5) homnethealth care services; 

6private duty nursing services; 
7 physical therapy and related services; 
8 dental services; 
9 laboratory and X-ray services; 
10) prescribed drugs, eyeglasses, dentures, and prosthetic 

devices; 
11) diagnostic, screening, and preventive services; and 

~12) -anyother medical care or remedial care recognized under 
State law;

[except that such term does not include any such payments with re­
spect to­

[(A) care or services for any individual who is an inmate 
of a public institution (except as a patient in a medical institu­
tion) or any individual who is a patient mn an institution for tu­
'berc-ulosis or mental diseases; or 

[(B) care or services for any individual who is a patient in a 
medical institution as a result of a, diagnosis of tuberculosis or 
psychosis, with respect to any period after the individual has 
been a patient in such an institution, as a result of such diagnosis, 
for forty-two days.] 

except that such term does not include any such payments with re­
spect to care or services for any individual who is an inmate of a 
public institution (except as a patient in a medical institution). 
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TITLE XVII-GRANTS FOR PLANNING COMPREHEN­
SIVE ACT'ION TO COMBAT MENTAL RETARDATION 

Authorization of Appropriations 

Sec. 1701. For the purpose of assisting the States (includ ing the 
District of Columbia, the Conmmonwealth Of Puerto Rico, the Virgin
Islands, G-uam, and American Samoa) to plan for and take other steps 
leading to comprehensive 'State and community action to combat 
mental retardation, there is authorized to be appropriated the sum 
of $2,200,000. There are (1280 aitdhorized to be appropriated,for a8­
s8iting 8uch State8 in initiating the implementation and carrying out 
of planningand other steps to combat mental retardation,$2,750/000 
for the fis8cal gear ending June 30, 1966, and $93,750fiXX for the flsca2 
year ending June 30, 1967. 

Grant to States 

Sec. 1702. The sums appropriated pursuant to the first sentence of 
section 1701 shall be available for grants to States by the Secretary 
during the fiscail year ending June 30, 1964, and the succeeding fiscal 
year; and the sums appropriatedpursuant to the second sentence of 
such section for the fiscal year ending June 30, 1966, shall be available 
for such grants during such year and the nex~t two fis8cal year8, and
8ums a *ated pusunt thereto for fis8cal year ending June 30, 
1967, shl e available for such grants during such year and the suc­

ceedngiscl yer. ny uchgrant to a State, which shall not exceed 
75pr ofthe and related activities, in­cntur ostof the planning
voledmabeuse b ittodetermine what action is needed to combat 
menaletadaton n te Sate and the resources available for thi pr­

pstdeeop, public awareness of the mental retardation probem 
and 4, the needfor combating it, to coordinate State and local activ­
ities relating to the various aspects of mental retardation and its pre­
vention, treatment, or amelioration, and to plan other activities lead­
ing to comprehensive State and community action to combat mental 
retardation. 

TITLE XVIII1-HEALTH INSURANCE FOR THE AGED 

ProhibitionAgainst Any Federal Interference 

Sec. 1801. Nothing in this title shall be constru~ed to authorize any
Federalofficer or employee to eoiercise any supervision or control over 
the practice of medicine or the manner in whih medical service are 

provdedorove th seectontenure,or compensationof any officer or 
emplyeeof ny nsttutonagency,or person provi'ling health-serv­
ices orto~eriseanysuprviionor control over the, administration 
or pertio intitution,agency, or person..ofanysuc 

Free Choice by Patient Guaranteed 

Sec.180. Ay individual entitled to insurance benefit under this 
title may obtainhealth services from any institution,agency, Or person 
qualified to participate,under this title if such institution.,agency, or 
personundertakes to provide,him suchservices. 
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Option to Individuals To Obtain Other Health Insurance
 
Protection
 

Sec. 1803. Nothing contained in this title shall be construed to pre­
clude any State from providing, or any individualfrom purchasing or 
otherwise securing, protection against the cost Of any health 8erVWes. 

Part A-Hospital Insurance Benefits for the Aged
 
Description of Program
 

Sec. 1811. The insurance programfor which entitlement is estab­
lished by sectton 2296 provides basic protectionagainst the costs Of ho87 
pita~l and related post-hospitdl services in accordance with this part 
lor individualswho are age 65 or over and are entitled to retirement 
benefit under title II of this Act [or under the railroadretirement 
systeml. 

Scope of Benefits 

Sec. 1812. (a) The benefit provided to an individual by the insur­
ance programunder th s partshallconsist of entitlement to have pay­
ment made on his behalf (subject to the provisions of this part) for­

(1) inpatient hospital services for up to 1230 days during any 
spell Of illness' 

(23) post-hos'pital extended care services for up to 100 days 
during any spell of illness; 
I(3) post-hospitalhome healthservices for up to 175 visits (dur­

ing any on-earperiod describedin section 1861 (n)) after th be­
ginning of one spell of illness and before the beginning of the 
next; and 

(4 outpatienthospitaldiagnosticservices. 
(b) Payment under this part for services furnished an individual 

during a spell of illness may not (subject to subsections (c) and (d)) 
be made for-­

(1) inpatienthospitalservices (including inpatientpsychiatric 
hospitalservices andinpatienttuberculosis hospitalserv ~'Ce) fur­
nished to him during such spell aftersuch services have been fur­
nished to him for 190 days during such spell; 

(92) post-hospital extended care services furnished to him dur­
ing such spell after such services have been furnished to hin for 
100 days during such spell;-or 

(3) inpatient psychiatric hospital services furnishe to him 
after such services have been furnished to him for a total of 9310 
days during his lifetime. 

(c) If an, individualis an inpatient of a psychiatric hospital or a 
tuberei'.osi.s hosritalon the,first day of the first month for which he is 
entitled to benefits under this part, the days on which he was an in­
patient of such a hospital ~n the 1930-day period immediately before 
such firs-t dai, shall be included in determining the 19200-day limit under 
subsection (b) (1) with respect to the spell of illnes which, includes 
such first day. 

(d) Payment under this partmiay he made for post-hospital home 
healthservices furnishedan individualonly duringany one-yearperiod 
described in section 1861(n) following his most recent hospital or 
extended care facility discharge which meets the requirementsOf such 
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sectio, and only for the first 175 Vi8it8 in 8uch periods and after the 
beginning Of One 8pell of illness and before the beginning of the next. 

Tenumber of isitt8 to be charged for purposes of the limitation in 
the preceding sentence,-in, connection with items or services described 
in section 1861(m) shall be determinedin accordancewith regulations.

(e) For purposes Of subsections (b, (c), and (d), inpatient ho8­
'italservices, p08t-ho8pital extended care services,, and p08t-hosputal

hom health services 8hall be taken into account only if payment is or 
would be, except for this 8ection or the failure to comply with the re­

qye~ an cetifcaton equremntso/ r undersection 1814(a), made 
withrespct er art.o suh sevics is 

(f)Fr dfintionof spel ofilles8, and for definitions of other 
termi usd ecin1861.ths prtsee 

Deductibles 

-Sec. 1813. (a) (1) The amount payable for inpatienthospital serv­
zoes furnished an individual during any 8pell Of illness shall be re­
duced by a deduction equal to the inpatient hospital deductible or, if 
les, the charges imposed with respect to such individualfor such 8ePV­
ice8, except that,if the customary charges for such,8erviwes are greater 
than the charges so imposed, such'cu8tomary charqes shall be con­
sidered to be the chargesso imposed. Such amounti shall be further 
reduced by a deduction eqtual-to one-fourth of the inpatient hospital 
deductible for each day (before the 12lst day) on which such individ­
ual is furnished such services during such spell of illness after such 
seridces have been furnished to him for60 days during such spell.

(92) The amount payable for outpatienthospital diagnosticservices 
furnished an individual during a diagnostic study shall be reduced by 
a deductionequal to the sum Of (A) one-half of the inpatienthospital 
deductible which is applicable to spells of illness beginningin the same 
calendaryear as such diagnostic study and (B) 20 per centum of the 
rema~inderof such,amount. For purposes of the precedingq sentence, 
a diagnosticstudy for any individualconsists of the outpatienthospi­
tal diagnosticservices provided by (or urnder arrangementsmade by) 
the same hospitalduring the £0-day period beginning on the first day
(not included in a previous diagnosticstudy) on which he is entitled 
to hospital insurance benefits under [section £226] section £226 or un­
der the Railroad Retirement Act. of 1937, and on w~hich outpatient
hospital diagnostic services are furnished him. 

(3) The amount payable to any providerof services under this part 
for services furnished an individualduring any spell Of illnessshall be 
furtherreduced by an amount equal to the cost of the-first ahree pints
of whole blood furnished to him as part Of such ser-vice during such 
spell Of illness. 

(4) The amount payable for post-hos8pital extended care services 
furnishedan individualduring any spell Of illness shall be reduced by 
a deduction equal:to one-eighth of the inpatient hospital deductible 
for each day (before the 121st day) on which he is furnished such 
services after such services have been furnished to him for £0 days 

(b)(1)Theinptiet hspialdeductiblewhich shall be appiicable
for he f susecion(a)shall be $40 in the case of any spell urpoes 

of llnssof 
ianosicstuy eginninglefore 1969. 
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(2) The Secretary8hua11, between. July 1 and October1 of 1968, and 
of each year thereafter,determine and promulgate Ahe inpatienthos­
pital deductible which shall be applicablefor the purposes of subsec­
tion (a) in. the case of any spell of ilkle8s or diagnosticstudy begin­
ning during the succeeding calendar year. Such inpatient hospital 
deductible shall be equal to $40 multipliedby the ratio of (A) the cur­
rent average per dem, rate for inpatient hospital services for the 
calendaryear preceding the promulgation., to (B) the currentaverage 
per diem rate for such services for 1966. Any amount determinedun­
der the prece-ding sentence which is not a muldtiple of $4 shall be 
rounded to the nearest multiple of $4 (or, if it is midway between two 
multiples of $4, to the rnext highermultiple of $4). The current aver­
age perdiem rate! for any year shall be determ~in~ed by the Secretary on 
the basis of the best informationavailable to Aim (at the time the de­
term~ination is made) as to the amoumnts paid undelr this avart on, ac,­
count of in.patient hospital services furnished during such year, b'y 
hospitals udkich have agreements in. effect under section 1866, to in­
dividuals who are entitled to hospital insurance benefit under 
[section 2263 section. 226 or under the Railroad Retirement Act of 
1937, plus the amount which would have been so paid but for subsec­
6ion (a) (1) Of thissection. 

Conditions of and Limitations on Payment for Services
 
Requirement of Requests and Certifications
 

Sec. 1814. (a) Except as provided in subsection (d), payment for 
services furnished an individual may be made only to providers of 
services which are eligible therefor under section 1866 and only if­

(1) written request, signed by such individualex~cept in. cases 
in which the Secretaryfinds it impracticablefor the individualto 
do so, is fi-led for such payment in. such form, in such manner, 
within.such time, and by such person. or persons as the Secretary 
ma7 by regulationprescribe;­

1)a physician certifies (and recertifle8, where such services 
arurnished over a period of time, in. such cases, With such fre­

quency, and accompanied by such supporting material, appro­
priate to the case involved, as may be provided by regulations, 
exvcept that the first of such recertifwcations shall be required in 
each case of inpatient hospitalservicesnot later than the 20th day 
of such period) that­

(A) in. the case of inpatienthospital services (other than 
inpatientps-ychiatric hospital services andinpatient tubercut­
losis hospital services), such services are or were required to 
be given on an. inpatient basis for such individual's medical 
treatment, or that inpatient diagnostic study is or was medi­
caliK required and such services are or were necessary for 

MApurpose;
(B) in the case of inpatientpsychiatric hospital services, 

such services are or were requiredto be given. on an inpatient
basis, by or under the supervision of a physician., for the psy­
chiatric treatmnt of ainvidual;and. (i) such treatment 
can or could'reasonaby be exepected to improve the condition 
for which such treatmentis or was necessary or (ii) inpatient 
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diagnostic study is or was medically requiredand such serV­
sees are or were necessary for sUch purposes;

(C) in the case of inpatient tuberc'tlosis hospitalservices, 
such serVices are or were requiredto be given on an inpatient 
basis, by or under supervison of a physician, for the treat­
ment of an individual for tuberculosis; and such treatment 
can or could reasonably be ex~pected to (i) improve the con­
dition for which such treatment is or was necessary or (ii)
render the condition noncommunicable;

(D) in the case Of post-hospitalex~tended care services, suck 
service are or 'were required to be given on an inpatient basis 
because the individual needs or needed skilled nursing care 
on a continuing basis for any of the conditions 'With respect 
to which he was receiving inpatienthospitalservices (Or serv­
ices which could constitute inpatient hospital services if the 
institutionmet the-requirements of paragraphs (6) and (8) 
of section 1861(e) ) prior to transfer to the extended care 
facilit or for a condition requirzng such extended care 8erv­
ices w ich.arose ajtersuch transferand'while he was still in 
the facility, for treatment of the condition or conditions for 
which he was receivngsc inpaient hospital services; 

(E) in the case Of post-hospi.tal home health services, such 
services are or 'were requiredbecause the individualis or was 
confined to his home (except when receiving items and serv­
ices referred to in section 1861 (in) (7) ) and needed skilled 
nursing care on an intermittent basis, or physical or speech
therapy, for any of the conditions with respect to which he 
was recoeiving inpatient hospital services- (or services which 
would constitute inpatienthospital services if -the institution 
met the requirements of paragraphs(6) and (8) Of section 
1861(e) ) or post-hospitalextended care services; a plan for 
furnishing such services to such individual has been estab­
lished and is periodicallyreviewed by a physician;and such 
services are or were furnishedwhile the individualwas under 
the care of a physician;or 

(F) in the case of outpatient hospital diagnosticservices, 
such services are or were requiredfor diagnosticstudy;

(3) in the case of inpatient psychiatric hospital services, the 
services are thos8ezwhich the records of the,hospital indicate were 
furnished to the individualduring periodswhen he was receiving
(A) intensive treatment services, (B) admission and related 
services necessary for a diagnostic study, or (C) equivalent 
services;

(4) in the case of inv)atient tuberculosis hospital services, the 
servies are those which the records of the hospital indicate 
niere furnished to the individual during periods when he was 
receiving treatment which could reasonably be ea'pected to 
(A) improve his condition or (B) render it noncomanunicable;

(5) with respect to inpatient hospital services furnished such 
indiv~idualafter the 20th day of a continuous periodof su~ch serV­
ices and w~ith respect to post-hos8pitalextended care services fur­
nished aftersuch day of a continuous period of such services as 
muay be prescribedin or pursuantto regulations, there was not in 
effect, at the time of admission of such individual to the hospital 
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or extended care facility, as the case may be, a decision U~nder seC­
tion 1866(d) (based on a finding that utilizatiorn review of long-
stay cases is not being made in such hospitalor facility) and 

(6) with respect to inpatienthospital 86ervwe8 or post-hospital 
extended care services furnished such individual during a con­
tinuous period, a finding has not been made (by. the physician
members of the committee or group, as described Mn section 
1861 (k) (4) ) pursuant to the system of utilization review that 
further inpatient hospital services or further post-hospi'tal ex­
tended care services, as the case may be, are not medically neces­
sary; except that, if such a finding has been moxie, payment may 
be made for such services furnish before the 4th day after the day 
on which the hospital or extended care facility, as the case may 
be, received notice of such finding. 

To the extent provided by regulations, the certification and recertifi­
cation requirementsof paragraph(92) shall be deemed satisfied 'where, 
at a later date, a physician makces certification of the kind provided 
in subparagraph(A), (B), (C), (D), (E), or (F) of paragraph(92) 
(whichever would have applied), but only 'where such certification is 
accompanied by such medical and other evidence as may be required 
by sfuch regulations 

Reasonable Cost of Services 

(b) The amount paid to any provider of services with respect to 
services for which payment may be made under this part shall, sub­
ject to the provisions Of section 1813, be the reasonable cost Of such 
services,as determined under section 1861(v). 

No Payments to Federal Providers of Services 

(c) No payment may be made under this part (except under sub­
section (d) ) to any Federalprovider Of services, except a providerof 
services which the Secretary deterniines is providing services to the 
public generally as a commumity institution or agency; a~nd no such 
payment may be made to any provided of services for any item or 
service which such pro'videris obligatedby a law of, ora contract wvith, 
the UnitedStates to renderat public expense. 

Payments for Emergency Hospital Services 

(d) Payments shallalso be made to any hospital for inpatient hos­
pital services or outpatient hospital diagnostic services furnished, by 
the hospital or under arrangements (as defined in section 1861(w)) 
with it, to an individual entitled to hospital insurance benefits under 
section 92926 even though such hospital does not have an agreement in 
effect under this title if (A) Such services were emergency services and 
(B) the Secretary would be required to make such payment if the 
hospital had such an agreement in effect and otherwise met the condi­
tions of payment hereunder. Such payments shall be m-ade only in 
the amounts provided under subsection (b) and then only if such 
hospital agrees to comply, withb respect to the emergency services 
pro~vided,with the provisionsof section 1866(a). 

Payment for Inpatient Hospital Services Prior to Notification of Noneligibility 

(e) Notwithstandingthat an individualis not entitled to have pay 
ment made under this partfor inpatienthospitalservicesfurnishedby 
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any hospital,payment shall be made to 8Uch hospital (Unless it elects 
not to receive 8uch payment or, ij payment has already been made by 
or on behalf of such individual, fails to refund such payment within
the, time s`pecs/ed by the Secretary) for such services which are fur­
nished to the individualprior to notiflcation to such hospitalfrom the 
Secretary of his lack of entitlement, if such payments are precluded
only by reason Of 8ectson 1812i and if such hospital complies with the 
requirement8 of and regulationsunder this tit 'With respect to such 
payments, has acted in good faith and without knowledge of such lack 
of entitlement, and has acted reasonably in assuming entitlement ex'­
isted. Payment under the preceding sentence may not be made for
services furnished an individualpursuant to any admission after the 
6th elapsedday 	(not including as an elapsed daySaturday,Sunday, or 
a legal holiday) after the day on which such admission occurred. 

Payment for Certain Emergency Hospital Services Furnished Outside the
 
United States
 

f)The authorityi contained in subsection (d) shall be applicable
to emergency inpatient hospital services furnished an individual by 
a hospitallocated outsidethe UnitedStates if­

(1) such individual was physically present in a place within 
the United States at the time the emergency which necessitated 
such inpatient hospital services occurred; and 

a 
from, such place than the nearest hospital within the United 
States which was adequately equippedf to deal with, and was 
availablefor the treatment of, such individual's illness or injury. 

(2) such hospit~a8closer to, or substantiallymore accessible 

Payment to Providers of Services 

Sec. 1815. The Secretary shall periodically determine the anwunt 
which should be paid under this part to each provider Of services 
with respect to the services furnished by it, and the provider of 
services shal be paid, at such time or times as the Secretary believes 
appropriate (but not less often than monthly) and prior to audit or 
settlement by the General Accounting Office, from the FederalHos­
pital Insuranee Tmsst Fund, the amounts so determined, with neces­
sary adjustments -on account of previously made overpayment8 Or 
underpayments; -except that no such payments shall be made to any
provider unless -it has furnished such information as the Secretary 
may rqet in order to determine the amounts due such provider 

uner hspart for the, period with respect to which the amounts 
are being paid or any prior period. 

Use of Public 	Agencies or Private Organizations To Facilitate 
Payment to Providers of Services 

Sec. 1816. (a) If any group or association of providers Of services 
'wishes to have payments under this part to such providers made 
through a national, State, or other public or private agency or orga­
nization and nominates such agency or organszationfor this purpose,
the Secretaryis authorizedto enterinto an agreementwcith,such agency 
or organizationpoviding for the determination by such agency of 
organization (subjirect, to such review by the Secretary as may be pro­
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vided for by the agreement) of the amount of the payments required 
pursuantto this partto be made to 8uch providers,andforthe makzng 
of such payments by such agency or organization to such provider8. 
Such agreementmay also include provision for the agency or organiza­
tion to do all or any part of the following: (1) to provide consultative 
services to institutions or agencies to enable them to establish and 
maintain fisal records necessary for purposes of this part and other­
,wise to qualify as hospitals, exetended care facilities, or home health 
agencies, and (2) with respect to the providers Of services which are 
to receive payments through it (A) to serve as a center for, and corn­
municate to providers, any information or instructions furnished to 
it by the Secretary, and serve as a channel of, communication from 
providers to the Secretary; (B) to make such audits of the recordsoj 
providersas may be necessary to insure that proper payments are made 
under thig part;and (Cl) to performsuch other functions as are neceg­
sarytocarryout this subsection. 

(b) The Secretary shall not enter into an agreement with any 
agency or organizationunder this section unless (1) (A) he finds that 
to do so is consistent with the effective and efwiient administrationof 
this part, (B) that such agency or organizationis willing and able to 
assist the providersto which payments are made through it under this 
part in the application of safeguards against unnecessary utilization 
of services furnishedby them to individuals entitled to h-ospitalinsur­
ance benefits ufnder section 22~6, and the agreement provides for such 
assistance, and (p2) such agency or organizationagrees to furnish to 
the Secretary such of the information acquired by it -in carrying out 
its agreement under this section as the Secretarymay fnd necessar-y 
in performinghis functions under this part. 

(c) An agreement with aniy agency or organizationunder this sec­
tion may contain such terms and conditions as the Secretary finds 
,necessaryor appropriate,may provide for advances of funds to the 
agency or organization for the making of payments by it under sub0­
section (a), and shall provide for payment of so much of the cost of 
administrationof the agency or organization as is determined by the 
Secretary to be necessary and proper for carrying out the functions 
covered by the agreement. 

(d), If the nominationof an agency or organizationas provided in 
this section is made by a group or associationof providers Of services, 
it shall not be binding on members of the group or associationwhich 
notify the Secretwry of their election to that effect. Any provider 
may, upon such notice as may be specified in the agreement under this 
section with an agency or orgqanization,withdraw its nomination to 
receive payments through such agency or organization. Any provider 
,whichhas withdrawn its noqnination, and any prov~ider which has not 
made a nomination,ma~y elect to receive payments from anyj aency or 
organizationwhich has entered into an agreement with the Secretatry 
under this section if the Secretary and such agency or organization 
agree to it. 

(e) An agreement with the Secretary under this section may be 
term'inated­

(1) by the agency or orgamization which entered into such 
agreement at such time and upon such notice to the Secretary, to 
the public, and to the providers as may be provided in regulations, 
or 
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(2) by the Secretary at such time and upon such notice to the 
agency or organiz~ation,to the providers 'whichhave nomrinoatedit 
for- WpuO~~es of this section, and to the public, as may be provided 
in regulations, but only if he flnds8, after reasonable notice and 
o portunity for heaving to the agency or organization, that (A) 
te agency or organization has failed substantially to carry Out 
thbe agreement,or (B) the contin'uationOf some or all of the funo­
tions providedfor in the agreement 'with the agency or organiza­
tion is disadvantaqeons or is inconsistent uwith the efliiet, 
administrationof this part.

(f) An. agreement with an agency or organization under this sec­
tion may requir any Of it8 officers or employees certifying payments 
or disbursingfund pursuant to the agreement, or otherwise partici­
pating in carrying out the agreement, to giwe surety bond to the 
United States in such amount as the Secretarymay deem appropriate.

(g) (1) No individual designated pursuant to an agreement under 
this section as a certifying officer shall, in the absence of gross negli­
gence or intent to defraud the United States, be liable with respect to 
any payments certifiedby him under this section. 

(23) N.o disbursingofficer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any 
payment by him under this section if it was based upon a voucher 
signed by a certifying officer designatedas provided in paragraph(1) 
of this subsection. 

(3) NO such agency or organization shall be liable to the United 
States for any payments referred to in paragraph(1) or (23). 

FederalHospital Insurance Trust Fund 

Sec. 1817. (a) There is hereby createdon the books of the Treasury
of the United States a trust fund to be known as the "FederalHo8­
pital Insurance Trus Fund" (hereinafter in this section referred to 
as the "Trust Fund"). The TrustFund shallconsist Of such amounts 
as may be deposited in, or appropriatedto, such fund as provided in 
this pat. There are hereby appropriated to the Trust Fund for 
th fisal year ending June 30, 1966, and for each fiscal year there­
after, out of any moneys in the Treasury not otherwise appropriated, 
amounts equivalentto 100 per centum of­

(1) the taxe imposed by sections 3101(b) and 3111(b) of the 
InternalRevenue Code of 1954 with respect to wages reportedto 
the Secretary of the Treasury or his delegate pursuant to sub­

taa~undr sch uch wichwags sallbe cer­ectonsto aqe, 
tifid b th Seretay Helth A~dcatonano Wefare on the 
basi ofrecrdsof age esablshe an mantanedby the Sec­

retryEucaionf Halt, an Wefar inaccrdacewith 
such rprs n 

(2)thtae imposed by section1.401(b) of the InternalReve­
nu~ Cd of 1954 -withrespect to self-employm/ent income reported 
to teSecretary of the Treasury or his delegate on tax returns 

udrsubtitle F of such Code, as doet-ermined by' the Secretary 
of the Treasury by applying the applicablerate of tax undersuch 
section to such self-employment income, which self-employment 
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income shall be certified by the Secretary of Health, Education, 
and Welfare on the basis of records of self-employment estab­
lished and] maintainedby the Secretary of Health, Education, and 
Welfare in accordancewith such.returns. 

The am-ounts appropriatedby the preceding sentence shall be trans­
ferred from> time to time from> the general fund in the Treasury to 
the Trust Fund, such amounts to be determnined on the basis of esti­
mates by the Secretary of the Treasury of the taxes, specified in the 
precedingsentence, paidto or depositedinto the Treasury;and proper 
adjustments shall be made in amounts subsequently transferred t .o 
the extent prior estimates -werein excess of or were less than the taxes 
specifiedin such sentence. 

(b) With respect to the Trust Fund, there is hereby created a 
body to be known as the Board of Trustees of the Trust Fund (here­
inafter in this section referred to as the "Board of Trustees") com­
posed of the Secretary of the Treasury, the Secretary of Labor, and 
the Secretary of Health,.Education, and Welfare, all ex offcio. The 
Secretary of the Treasury shall be the Managing Trustee of the Board 
of Trustees (hereinafterin this section referred to as the "Managing 
Trustee"). The Com'missio'ner of Social Security shall serve as the 
Secretary of the Board of Trustees. The Board of Trustees shall 
meet not less frequently than once each, calendar year. It shall be 
the duty of the Boardof Trustees to­

(1) Hold the Trust Funds,; 
(2) Report to the Congress not later than the first day of 

March of each year on the operation and status of the Trust Fund. 
during the preceding fisal year and on its expected operation.and. 
status during the current fi7scal year and the next 2 fiscal years;­

(3) Report immediately to the Congress whenever the 
Board is of the opinion that the amount of the Trust Fund is 
unduly small;',and 

(4) Review the general policies followed in. managing the 
Trust Fund, an recommend changes in such policies, including 
,necessary changes in the prov isions of law which govern the way 
in which the Trust Fund is to be managed. 

The reportprovided for in paragraph(2) shall include a statement of 
the assets of, and the disbursementsmade from, the Trust Fund during 
the preceding fisal year, an estimate of the expected income to, and 
disbursements to be Imade from>, the Trust Fund during the current 
fisal year and each of the next 2 fiscal years, and a statement of the 
actuarialstatus of the Trust Fu'nd. Such reportshall be printed as a 
House document of the session of the Congress to which, the report is 
made. 

(c) It shall be the duty of the Managing Trustee to invest such 
portionof the Trust Fund as is not, in his judgment. required to meet 
current withdra~wals. S'uch investmtentsmay be miade only in interest-
bearing obligations of the United States or in obligationsguaranteed 
as to both principalandinterest by the United States. For such pir­
pose such obligationsmay be acquired (1) on original issue at the issue 
price, or (2) by purchase Of outstanding obligations at the market 
prwce. The purposes for which.obligationsof the United States may 
be issued under the Second Liberty Bond Act, as amended, are hereby 
extended to authorize the issuance at par of public-debtobligationsfor 

49-643 0-65--Pt. 2-13 
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purchase by the Trust Fund. Such obligationsissuedfor purchaseby 
the Trust Fund shall have maturities fixed with due regardfor the 
needs of the Trust Fund and shall bear interest at a rate equal to the 
average market yield (computed by the Managing Trustee on the 
basis Of market quotations as of the end of the calendar month next 
preceding the date Of such issue) on all marketable interest-bearing 
obligations of the United States then formingL a part of the public 
debt which are not due or callableuntil after teexpirationof 4 years 
from the end of such calendar-month;except that where such average
market yield is not a multiple of one-eighth of 1 per centum, the rate of 
intereston such obligationsshall be the mrultiple of one-eighth of 1 per 
centum nearest such market yield. The Managi~ng Trustee may pr-
Chase other interest-bearingobligationsof the United States or obhliga­
tions guaranteedas to both principaland interestby the UnitedStates, 
on originalissue or at the market price, only where he determines that 
the purchase of such other obligationsis in the public interest. 

(d) Any obligations acquired by the Trust Fund (except public-
debt obliqations issued exclusively to. the Trust Fund) may be sold 
by the Managin Trutee at the market price, and such public-debt
obligationsmay berdee tprpu cruedinterest. 

(e) The interest on, and the proceeds from the sale or redemption 
of, any obligations held in the Trust Funds shall be credited to and 
form a parlof the TrustFund. 

(1) (1) The Managing Trustee is directed to pay fromotime to time 
from the Trust Fund into the Treasury the amount estimated by him 
as taxes imposed under section 3101 (b) which are sUbject to refund 
under section 6413(c) of the InternalRevenue Code of 1954 with re­
spect to 'wages paid after December 31, 1965. Such taxes shall be 
determined on the basis of the records of wages established and main­
tained by the Secretary of Health, Education, and Welfare in ac­
cordance with the wages reported to the Secretary of the Treasury 
or his delegate pursuant to subtitle F of the Internal Re-vpnue Code 
of 1954, and the Secretary of Health, Education, and Welfare shall 
furnish the Manag~ng Trustee such information as may be required 
by the Managing Trustee for such purpose. The payments by the 
Managing Trustee shall be covered into the Treasury as repayments 
to the account for refundinginternalrevenue collections. 

(2) 	 Repaynwnts made under paragraph(1) shall not be available 
forexpndiure bu shllbe carried to the surplus fund of the 
Treaury ubsquetly appears that the estimates under suchIfit 


pararap
inanyparicuar erid were too high or too low, a ppro­
priae ajusmens sallbe adeby the Managing Trustee in future 

payments.
(g) There shall be transferredperiodicallq, (but not less often tharn 

once each fi~scal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal Dis­
ability Insurance Trust Fund amounts equivalent to the amounts not 
previously1 so transferred which the Secretary of Health, Education. 
and Welfare shall have certified as overpayments [(other than 
amounts so certified to the RailroadRetirement Board)]3 pursuantto 
section 1870(b) of this Act [here shall be transferred periodically
(but not less often than once eahfiscal.year) to the Trust Fund from 
the RailroadRetirement Account amounts equivalent to the amounts 
not previously so transferredwhich the Secretary of Health, Educa­
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tion, and Welfare shall have certified as overpayments to the Railroad 
RetirementBoard pursuant to sectiIon1870(b) of thisAct.] 

(h) The Managing Trustee shall also pay from time to time from 
the Trust Fund such amounts as the Secretary of Health, Education, 
and Welfare certifies are necessary to make the payments provided 
for by this part,and the payments with respect to administrative exr­
penses in accordancewith section 9201(g) (1). 

Part B-Supplementary Medical Insurance Benefits for the Aged 

Establishment of Supplementary Medical Insurance Program for 
the Aged 

Sec. 1831. There is hereby established a voluntary insurance pro­
gram to provide medical insurance benefits in accordance with the 
provisions of this part for individuals65 years of age or over who 
elect to enroll under such program,to be financed from premium pay-' 
ments by enrollees together with contributions from fuinds appro­
priated by the-Federal Government. 

Scope of Benefits 

Sec. 1832. (a) The benefits porovided to an individualby the insur­
a'nce programestablishedby this partshallconsist of­

(1) entitlement to have payment made to him or on his behalf 
(subject to the provisions of this part) for medical and other 
health services, except those describedin paragraph(92) (B) ; and 

(92) entitlement to have payment made on his behalf (subject 
to the povisionsof this part) for­

(A) home health services for up to 100 visits during a 
calendaryear;and 

(B) medical and other health services (oth-er than physi­
cians' services unless furnished by a resident or intern of a 
hospital or unless such services are in the field of pathology, 
radiology, physiatry, or anesthesiology) furnished by a pro­
vider Of services or by others under arrangementsw'itht-hem 
made by a providerof servwces. 

(b) For definitions of "spell of illness, "..medical and other health 
services," and other. terms used in this part,see section1861. 

Payment of Benefits 

Sec. 1833. (a) Subject. to the succeeding provisions of this section, 
there shall be paid from the FederalSupplementary Medical Insur­
ance Trust Fund, in the case of each individual who is covered under 
the insuranceprogramestablishedby this partandincurs expenses for 
services with respect to which benefits are payable uoider this part, 
amounts equal to­

(1) in the case' Of services describedin section 18392(a) (1)-80 
percent of the reasonablecharges for the services; except that an 
organization which provides medical and other health services 
(or arranges for their availability) on a prepayment basis may 
elect to be paid 80 percent of the reasonablecost of services for 
which payment may be made under this part on behalf of individ­
uals enrolled in such organizationin lieu of 80 percent of the rea­
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sonable chargesfor such Servwce8 if the organizationundertakes to 
charge such individuals no more than 930 percent of such reason­
able cost plus8 any amou~nts payable by them as a result of subsec­
tion (b) ;and 

(93 in the case Of Servwces described in section 18393 (a) (23) -80 
percent of the, reasonable cost Of the services (as determ~inedunder 
sectwon 1861(v) ). 

(b) Before :afpplying subsection (a) with respect to expenses in­
curred by an individualduring a~ny calendaryear, the total amount of 
the expenses incurred b~y such individual during such year (which 
would, except for this subsection, constitute incurred expenses from 
which benefits payable under subsection (a) are determinable) shall 
be reduced by a deductible of $50; except that the amount of the 
deductiblefor such calendar year as so determinedShall first be reduced 
b~the amount of any expenses incurredby such individualin the last 
three months of the preceding calendaryear and applied toward such 
individual'sdeductibleunder this section for such precedingyear, and 
except that the amount of any deductible imposed under section 1813 
(a) (2) (A) with respect to outpatienthospitaldiagnostic services fur­
nished in any year shall be regardedas an incurredexpense under this 

(c) otwihstndin anotherprovision of this part, with respect 
to exense ­incured n anycaledar ear in connection with the treat 

mentofentl, syconeurotic, and personality disorders of an in­
diviualwhois ntaninpatientof a hospitalat the time such expenses 

are incurred, hr hl be considered as incurredexpenses for pur­
poses Of SUbscins()and (b) only whichever of the following 
amounts is thesalr 

(1) $3193.50, or 
(23) 62%/ percent'of such expenses. 

(d) No pa~,ment may be made under this part with respect to any 
services furni~shed an individual to the extent that such individual is 
ek~titled (or would be entitled except for section 1813 other than sub­
sedtwn (a) (23) (A) thereof) to have payment made with respect to such 
services underpart A. 

(e) No payment shall be made to any provider Of services or other 
person under this part unless there has been furnished such informa­
tion ag may be necessary in order to determine the amounts due such 
provider or other person under this part for the period with respect 
to which the amounts arebeing paidor for any priorperiod. 

Duration of Services 

Sec. 1834. (a) Payment under this partmay not be made for home 
health services furnished an individualduringany calendaryear after 
such services have been furnished to him during such year for 100 
,visits. The number of visits to be chargedfor purposes of the limita­
tion in the preceding sentence, in connection with item's and services 
described in section 1861(m), shall be determined in accordancewith 
regulations. 

(b) For pu~rposes of subsection (a), home health services Shall be 
taken into account only if payment under this part is or would be, 
except for this section or the failure to comply with the request and 
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certification requirements of or under sectwon 18365(a), made with 
respect to such 8ervsces. 

Procedure for Payment of Claims of Providers of Services 

Sec. 1835. (a) Payment for services (e8cribed in sectionl1832(a) (2) 
furnished an individualmay be mad" by to prviders Of serviceswhich 
are-eligibletherefor under section1866(a), and only if­

()writtenrequest, signed by such iniiule Meticases 
inwhich the Secretaryfinds it imnpracticablefor the individual to 
doso, is filed for such payment in such form,, in suchmanner, with­

in such time, and by such person or persons as the Secretary may 
by regulationsprescribe;and 

(2) a physician certifies (and recertifies, where such services 
are furnished over a period of time, in such cases, with such fre­
quency, and accompanied by such supporting material,appropri­
ate to the case involved, as may be provided by regulations) that­

(A) in the case of home health services (i) such services 
are or were required because the individualis or was confined 
to his home (execept when receivingitems andservicesreferred 
to in section 1861 (in) (7) ) and needed skilled nursing care on 
an intermnittent basis, or physical or speech therapy 1,(i)a 
plan for furnishing such services to such individuahs been 
established and is periodically reviewed by a physician, and 
(iii) such services are or were furnished while the individual 
is orwas under the care of a physician;and, 

(B) in the case of medical and other healthservices, such serv­
7Oices are or were medically required. 
Tothe exitent provided by, regulations, the certification and recerti­

fication requirements of paragraph (2) shall be deemed satisfied 
where, at a later date, a~physician makes a certification of the kind 
provided in subparagraph(A) or (B) of paragraph(2) (whichever 
would have applied), but only where such certificationis accompanied 
by such medical and other evidence ais may be required by such 
regulations. 

(b) No payment may be made under this part to any Federalpro­
vider of services or other Federal agenay, except a provider Of serv­
ices which the Secretary determ~ines is providing services to the pub­
lic generally as a com~munity institution or agency; and no such pay­
ment may be made to any provider of services or other person Von 
any item~~or service which such provider or person is obligated by a 
law of, or a contract with, the United States to render at public 

expense.Eligible Individuals 

Sec. 1836. Every individualwho­
(1) has attained the a~ge of 65, and 
(2) is a resident of the United States, and is (A) a citizen 

or (B) an alien lawfully admitted for permanent residence who 
has resided in the United States continuously during the 10 years 
immediately preceding the month in which he applies for en­
rollment under this part, 

is eligible to enroll in the insurance program? established by this part. 
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Enrollment Periods 

Sec. 1837. (a) An individual may enroll in the insuranceprogram 
established by this, part only in such manner and form as may be 
prescribedby regulations,and only during an enrollment period pre­
8cnibed in or under this 8ection. 

(b) (1) No individual -may enroll for the first time under this 
part more than 3 years after the close of the first enrollment period 
during which he could have enrolled une this prt.

(2) An individual whose enrollment under this part has ter­
mi~nated may not enroll for the second time under this partunless he 
does so in a generalenrollment period (as provided in subsection (e)) 
which begin within 3 years after the effective date of such termination. 
No individualmay enroll under this part more than twice. 

(c) 	 In the case of individualswho first satisfy paragraphs(I)an 
(2) of section 1836 before July 1, 1966, the initialgeneral enrol nt 
period shall begin on April 1, 1966, and shall end on September 30, 
1966. 

(d) 	In the case of an individualwho first satisfies paragraphs(1) 
and B) f setio 183 onor after July 1,1966, his initialenrollment 
perod irt d~ay of the thirdmonth before the monthhal bginon he 
in h hihfrstsaisfessuhparagraphsand shall end seven months 

lter. 
(e) There shall be a general enrollment period, after the period 

described in subsection (c), during the period beginning on October 
1 and ending on December 31 of each even-numbered year begiuning 
'With 1968. 

Coverage Period 

Sec. 1838. (a) The periodduringwhich anindividualis entitled to 
benefits under the insuramnce programestablished by this part (here­
inafter referred to as his "coverage period") shall begin on whichever 
of the following is the latest: 

1) 	 January1, 1967; or 
B2)(A) in the case of an individual who entrollos pursuant to 

subsection (d) Of section 1837 before the month in which he first 
satisfies paragraphs(1) and (92) of section 1836, the first day of 
such month, or 

(B) in the case of an individual who enrolls pursuant to such 
subsection (d) in the month in which he first satisfies such para­
graphs, the first day of the,month following the month in which 
he so enrolls, or 

(CI) in the case of an individual who enrolls pursuant to such 
subsection (d) in the month following -themonth in which he first 
satisfies such paragraphs,the first day of the second month fol­
lowing the month in which he so enrolls,or 

(D) in the case of an individual who enrolls pursuant to succh 
subsection (d) more than one month following the month in which 
he satisfies-such aragraphs,the first day of the third month fol­
lowing the mn rntkwhichheso&enrolls,or 

(F) in the case of an individual who enrolls pursuantto sub­
section (e) of section1837, the Julyl1 following the month in which 
he so enrolls. 
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(b) An individual2'8 coverage period shall continue until his enroll­
ment ha8 been terminated­

(1) by the filing of notice, during a general enrollment period 
described in section 1837(e), that the individualno longer wishes 
to participatein the insuranceprogram established by this part, 
or 

(2). for nonpayment of premiums. 
The terminationof a coverage period under paragraph(1) shallIta/ce 
effect at the close of December31 of the year in which the notice is filed. 
The terminationof a coverage period under paragraph(2) shall take 
effect on a date determined under regulations, which may be deter­
mined so as to provide a grace period (not in excess of 90 days) in 
which overdue premiums may be paid and coverage continued. 

(c) No payments may be made under this part with respect to the 
expenses of an individualunless suck expenses were incurredby such 
individual during a periodwhich, with respect to him, is a coverage 
period. 

Amounts of Premiums 

Sec. 1839. (a) The monthly premium of each individual enrolled 
under thispartfor each month before 1969 shallbe $3. 

(b) (1) The monthly prem~ium of each individual enrolled under 
this part for each month after .1968 shall be the amount determined 
underparagraph(2). 

(2) The Secretaryshall, between July 1 and October 1 of 1968 and 
of each even-numbered year thereafter, determine and promulgate 
the dollar amount which shall be applicablefor premiums for months 
occurring in either of the two succeeding calendaryears. Such&dollar 
amount shall be such amount as the Secretary estimates to be:necessary 
so that the aggregate premiums for such two succeeding calendar 
years will equal one-half of the total of the benefits and administrative 
costs which he estimates will be payable from the FederalSupple­
mentary Medical InsuranceTrust Fund for such two succeeding calen­
dar years. In estimating aggregate benefits payable for any period, 
the Secretary shall include an appropriateamount for a contingency 
margin. 

(c) In the case of an individualwhose coverage period began pur­
,suant to an,enrollment after his initialenrollment period (determined 
pursuant to subsection (c) or (d) of section 1837), the monthly 
premium determined under sub-section (b) shall be -increasedby 10 
percent of the monthly premium so determinedfor each fulll12 months 
in which he could have been but was not enrolled. For purposes Of 
the preceding sentence, there shall be taken into account (1) the 
months which elapsed between the close of his initialenrollment perid 
and the close of the enrollment period in which he enrolled, pilus (in 
the case of an individual~who enrollsfor a second time) (2), the months 
,which elapsed between the date of the termination of his first cover­
age period and the close of the enrollmentperiod in which he enrolled 
for the second time. 

(d) If any monthly premium determined under the foregoing pro­
visions of this section is not a multiple of 10 cents, such premium shall 
be rounded to the nearestmultiple of 10 cents. 
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Payment of Premium8 

Sec. 1840. (a) (1) In the, case of an individual who is entitled to 
monthly benefits under 8ection 2302, his montyly peium8 under this 
part shall (exicept as provided in subsection(d)) bre.7collected by de­
ductiny the amount thereof from the amount Of such monthly benefits. 
Swuch eduction shall be moxie in such manner and at such times as the 
Secretaryshallby regulation prescri be. 

(23) The Secretary of the Tr~easuryshall, from time to time, trans­
fer from the Federal Old-Age and Survivors Insuranee Trust Fund 
or the Federal Disability Insurance Trust Fund to the FederalSup­
plementary Medical Insurance Trust Fund the aggregate amount de­
duc-ted under paragraph (1) for the period to which such transfer 
relates from benefits under section 230.9 which are payable from such 
Trust Fund. Such transfer shall be made on the basis of a certifica­
tion by the Secretary of Health,Education,and Welfare and shall be 
appropriately ad'usted to the exitent that prior transfers were too 
great or too small 

(b) (1) In the case of an individual who is entitled to receive for 
a month an annuity or pension under the RailroadRetirement Act of 
1937, his monthly premiums under this partshall (ex~cept as provided 
in subsection (d)) be~collected by deducting the amount thereof from 
such annuity or pension. Such deduction shall be made in such man­
ner and at such times as the Secretary shall by regulationsprescribe. 
Such regulations shall be prescribed only after consultationwith the 
Railroad Retirement Board. 

(23) The Secretary of the Treasuryshall, from time to time, transfer 
from the RailroadRetirementAccount to the FederalSupplementary 
Medical Insurance Trust Fund the aggregateamount deducted'under 
paragraph (1) for the period to which such transfer relates. Such 
transfers shall be made on the basis of a certification by the Railroad 
Retirement Board and shall be appropriatelyadjusted to the ex~tent 
that priortransferswere too great or too small. 

(c) In the case of an individual who is entitled both to monthly 
benefits under section93093 and to an annuity orpension under the Rail­
road Retirement Act of 1937 at the time he enrolls under this part, 
subsection (a) shall apply so long as he continues to be entitled both 
to such, benefits and such annuity or pension. In the case of an indi­
vidualwho becomes entitled both to such benefits and such an annuity 
or pension after he enrolls u'nder this part, subsection (a) shall apply 
if the first nwnth for which he was entitled to such benefits was the 

sam asor arler hanthefirtmonth for which he was entitled to such 
annsityorpnsin,adoherisesubsection (b) shallarpply. 
(dn Indvdul owhom subsection (a) or b)applies esti­

m te tht te amout which will be availablefor deductionunder such 
subsection for any premium payment period will be less than the 
amount of the monthly premdiwm~s for such period,he may (under reg­
ulations) pay to the Secretarysuch portion of the montly,premiuwms
for such period as he desires. 

(e) (1) In the case of an individualreceiving an annuity wader the 
Civil Service Retirement Act, or other Act administered by the Civil 
Service Commission providing retirement or survivorship protection, 
to whom neithersubsection (a) norsubsection (b) applies, his monthly 
premiums under this part (and the monthly premiums of the spouse of 
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such individualunder this part if neither subsectwon (a) nor 8sUbsec­
tion (b) applies to such spouse and if suchA individ'ual agrees), 8hall, 
upon notice from the Secretary of Health,Education, and Welfare to 
the Civil Service Commission, be collected by deducting the amount 
thereof from each installment Of such annuity. Such deduction 8hall 
be made in 8uch manner and at such times as the Civil Service Corn-
Mission muay determine. The Civil Service Commission shall furnish 
such informationas the Secretary of Health, Education, and Welfare 
may reasonably request in order to carry out his functions under this 
part with respect to individuals to whom this subsection applies.

(0) The Secretary,of the Treasury shall, from time to time, but not 
less often than quarterly, transferfrom the Civil Service Retirement 
and DisabilityFund, or the account (if any) applicablein th-e case of 
such other Act administered by the Civil Service Commission, to the 
FederalSupplementary Medical Insuran~ce Trust Fund the aggregate 
amount deduted under paragraph (1) for the period to which such 
transferrelates. Such transfershall be made on the basis of a certifi­
cation by the Civil Service Commission and shall be appropriately 
adjusted to the extent that prior transfers were too great or too small. 

(f) In the case of an individual who participatesin the insurance 
programestablishedby this part but with respect to whom none of the 
preceding provisions Of this section (other than subsection (d)) 
applies, the premiume shall be paid to the Secretary at such times, 
and in such manner, as the Secretary shall by regulation prsrbe. 

(g) Amounts paid to the Secretary under subsectionl(d)o f 
shall be deposited in the Treasury to the credit of theFeraSup­
mentary MedicalInsuranceTrust Fund. 

(h) In- the case of an individual who participatesin the insurance 
program establisherby this part, prmueshallbe payable for the 
period commencing with the first mn~th o~f his coverage period and 
ending with the month in which he dies or, if earlier,in which his cov­
erage under such programterminates. 

Federal Supplementary Medical Insurance Trust Fund 

Sec. 1841. (a) There is hereby createdon the books of the Treasury
of the United States a trustfund to be known as the "FederalSupple­
mentary Medical Insurance Trust Fund" (hereinafterin this section 
referred to as the "Trust Fund"). The Trust Fund shall consist of 
such amounts as may be deposited in, or appropriatedto, such, fund 
as providedin this part. 

(b) With respect to the Trust Fund, there is hereby createda body 
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the "Board of Trustees") composed of 
the Secretary of the Treasury, the Secretary of Labor, and the Secre­
tary of Health,Education,and Welfare, all ex~offcio. The Secretary 
of the Treasuryshallbe the Managing Trustee of the Boardof Trustees 
(hereinafter in this section referred to as the "Managing Trustee"). 
Th~e Commnissioner of Social Security shall serve as the Secretary of 
th~e Board of Trustees. The Board of Trustees shall meet not less8 
frequentlyy than once each calendaryear. It shall be the duty of the 
Boardof Trustees to­

(1) Hold the Trust Fund; 



488 SOCIAL SECURITY AMENDMENTS OF 1965 

(e) Report to the Congress 'notlaterthan.the first day of March 
of each year on the operation andstatus of the Trust Fundduring
the precedingfiscal year and on its erpected operationand status 
duming the currentfiscal year and the next 2 fiscal years; 

(3) Report immediately to the Congress whenever the Board 
isof the opinion. that the amount of the Trust Fund is unduly 

small; and
(4) Review the generalpoliciesfollowed inmanagingthe Trstt 

Fund, and,recommend changes in. such policies, including neces­
sary changes in the provisions of law which govern the way in 
which the TrustFundis to be managed.

The report provided for in paragraph(2) shall include a statement 
ofthe,assets of, and the disbursements made from, the Trust Fund 

duigthe preceding fiscal year, an estimate of the expected 
income to, and disbursements to be made fron, the Trust Fundduring
the current fiscal year and each of the,next 2 fiscal years, and a state-

men ofth Such report shall beacuaialsttusoftheTrust Fund. 
prinedous ofthe session of the Congress to whichs a docmen 

(c)Ithal b te dtyof the Managing Trustee to invest such 
portio of te Trust Fudasis not, in his Judgment, required to meet 
currentwithdrawal8. Such investments may be made only in interest­
bearing obligationsof the United States or in obligations guaranteed 
as to both principalandinterest by the United States. For such pur­
pos8e such obligations may be acquired (1) on original issue at the 
issue price, or (2) by puxohase of outstandingobligationsat the market 
price. The purposes for which obligationsof the United States may
be issued under the Second Liberty Bond Act, as amended, aire.hereby 
extended to authorize the issuance at parof Public-debtobligationsfor 
purchaseby the Trust Fund. Such obligationsissuedfor purchase by
the Trust Fund shall have maturities ,Aaed with due regard for the 
,needsof the Trust Fund and shall bear interest at a rate equal to the 
a'uerage min~aket yield (comnvpted by the Managing Trustee on the 
basis of market quotations as of the end of the calendarm, onth next 
preceding the date of such issue) on. all marketable interest-bearing
obligationsof the United States then forming a partof the public debt 
which arenot due or callableuntil after the expzrationof 4/,years from 
the end Of such calendar m-onth; except that where such average 
market yield is not a multiple of one-eighth of 1 per centum, the rate 
of intereston such obligationsshall be the multiple of one-eighth of 1 
per centum,nearestsuch market yield. The ManagaingTrustee may 
purchase other interest-bearing obligations of the United States or 
obligationsguaranteedas to both principaland interest by the United 
States, on originalissue or at the market price, only where he deter­
mnines that the purchase of such other obligations is in the public
interest. 

(d) Any obligations acquired by the Trust Fund (except Public-
debt obligationsissued exclusively to the Trust Fund) may be sold by
the Managing Trustee at the market price, and such public-debt obli­
gationsmay be redeemed at parplus accruedinterest. 

(e) The intereston, and the proceeds from the sale or redemptionof, 
any obligations held in the Trust Fund shall be credited to and formr 
a part of the Trust Fwnd. 
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(f) There shall be transferredperiodically (but not 1e58 often than 
once each fisal year) to the Trust Fund from the Federal Old-Age 
andSurvivors Insurance Trust Fundand from the FederalDisability 
Insurance Trust Fund amou'nts equivalent to the amounts not previ­
ously so transferredwhich the Secretary of Health, Education, and 
Welfare shall have certified as overpayments (other than amounts 80 

certified to the Railroad Retirement Board) pursuant to section 
1870(b) of this Act. [There shall be transferredperiodically (but 
not less often than once each fisal year) to the Trust Fund from the 
RailroadRetirement Account amounts equivalent to the amounts not 
previously so transferredwhich the Secretary of Health, Education, 
and Welfare shall have certified as overpayments to the Railroad 
Retirement Board pursuant to section 1870(b) of this Act.3 There 
shall be transferredperiodically (but not less often than once each 
fiscal year) to the Trust Fundfrom the RailroadRetirement Account 
amounts equivalent to the amounts not previouslyso transferredwhich 
have been recovered uinder subsection (g) of section 21 of the Railroad 
Retirement Act of 1937. 

(g) The Managing Trustee shall pay from time to time from the 
Trust Fund such amounts as the Secretary of Health,Education,and 
Welfare certifies are necessary to make the payments providedfor by 
this part, and the payments with respect to administrativeexpenses 
in accordance with section 9201(g) (1). 

(h) The Managing Trustee shall pay from time to time from the 
Trust Fundsuch amounts as the Secretary of Health,Education,and 
Welfare certifies are necessary to pay the costs incurredby the Civil 
Service Commission in making deductionspursuantto section 1840(e). 
During each fisalyear, or after the close of such fisal year, the Civil 
Service Commission shall certify to the Secretary the amount of the 
costs it incurredin making such deductions,andsuch certified amount 
shall be the basis for the amount Of such costs certified by the Sec­
retary to the Managing Trustee. 

Use of Carriersfor Administration of Benefits 

Sec. 1842. (a) In order to provide for the administrationof the 
benefits under this partwith maximum efflicincy and convenienee for 
individuale entitled to benefits under this part and for pro'iidersof 
services and other persons furnishing services to such individuals, 
and with a view to furthering coordination of the administrationof 
the benefits under part A and under this part, the Secretaryin u 
thorized to enter into contracts with carriers,including carrierswith 
which agreementsunder section 1816 are in effect, which will perform 
some or all of the following functions (or, to the extent provided in 
such contracts, Will secure performance thereof by other organiza­
tions),; and, with respect to any of the following functions which in­
volve payments for physicians' services the Secretary shall to the 
extent possible enterinto such contracts: 

(1) (A) make determinations of the rates and amounts of pay­
ments required prsuant to this part to be made to providers of 
services and other persons on a reasonable cost or reasonable 
charge basis (as may be applicable); 

(B) receive, disburse, and account for funds in making such 
payments; and 
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(C) make such audits of the records of providers of servwces
 
as may be necessary to assure that proper payment8 are made
 

(f)(~d~terntzecompliance 'with the requirements of 8ection 
1861k) a toutilizationreview; and 

(B)assst roiders8ofservices and other persons who furnish 
8evwsfo wih pmnt may be made under this part in the 

deveopmnt f prcedresrelatingto utilization practices,make 
stde ofteefetvns of such Zrocedures and methods for 
their ipoeetasstin the applicationOf safeguards against

unn~ece8ssr utiliato o erviCes furnished by providers of 
services an ther pesn oindividualsentitled to benefits under 
this part, and provide procedures for and assist in arranging,
where necessary, the establishment of groups outside hospitals
(meeting the requirements Of section 1861(k) (62) ) to make re­

miews -ofutilization; 
(3) serve as8 a channel of communication of informationrelat­

ing to the administrationof this part; and
(4) otherwise assist, in such manner as the contractmay pro-

vie in dischargingadministrativeduties necesary to carry out 
the purose Of this part.

(b) ()(onrcts with carriersunder subsection (a) may be entered 
into wtotrgardto section 3709 of the Revised Statutes or any
otherprovision of law requiringcompetitive bidding.

(62) No such contract shall be entered into with any carrierunless 
the Secretary finds that such carrier will perform its obligations
under the contract efficiently and effectively and will meet such re­
quirements as to financial responsibility, legal authority, and other 
matters as he finds pertinent.

(3) 	Each such contract shall provide that the carrier­
(Aj) will take such action as may be necessary to assure that, 
wee payment under this part for a service is on a cost basis,

the cost is reasonablecost (as determined utnder section 1861 (v)) ; 
(B) 	 illtaksuh atio asmay be necessary to assure that,

wherpamen artfora service is on a charge basis,undr tis 

(i)suc
chrgewil bereaonaleand not higher than the charge

applcabe,or acomaraleservice and under comparable cir­
cumstances, to th policyholders -andsubscribers of the carrier, 
and (ii) such payment will be made on the basis of a receipted
bill, or on the bas8i8 of an assignment under the term~s of 'which 
the reasonablecharge is the full charge for the service;'

(C) will establish and maintainprocedures pursuant to which 
an individual enrolled under this part will be grantedan oppor­
tunity for a fair hearing by the carrierwhen requests for pay­
ment under this part with respect to services furnished him are 
denied or are not acted upon with reasonablepromptness or 'when 
the amount of such payment is in controversy; 

(D) 	will furnish to the Secretary such timely information and 
repotsfins h ma neessry n peforinghisfuntionsun­

der this8part;ean 
(F)wil mantanecods ffod sch ccness theetsch nd 

verfictio o sbparagraphth inoratinad rpots nde 
(D)andothrwiecary ut urpsesof hispart;t he 
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and shall containsuch Other terms and conditionsnot inconsistentwith 
this8section as8the Secretarymzay find neces8ara/ or appropriate. In de­
termiin the rasonablechargefor services for purposes of this para­
graphnthresrhall be taken into consideration the cu~stomary charges 

for'sim7'ilarservices generally madie by the physician or other person 
furnishingsuch services, as well as the prevailingcharges in the local­
ity for similarservices. 

(4) Each contract under this section,shall be for a term~of at.least 
one year, andmay be made automaticallyrenewable from term to term 
in the absence of notice by eitherpartyof intention to terminate at the 
end of the current term; except that the Secretarymay terminate any
such contract at any timie (after such reasonable notice and oppor­
tunity for hearingto the carrierinvolved as he may provide in regula­
tions) if he finds that the carrierhas failed substantially to carryout 
the contract or is carrying out the contract in a manner inconsistent 
with the e~ftiient and efefecive administrationof the inmwrance pro­
gram establishedby this part. 

(c) Any contract entered into with a carrierunder this section shall 
provide for advances of funds to the carrierfor the makitng of pay­
ments by it under this part, and shall provide for payment of the cost 
of administrationof the carrier,as determined by the Secretary to be 
,necessaryand proper for carrying out the functions covered by the 
contract. 

(d) Any contract with a carrierunder this sectionmay requiresuch 
carrieror any of its officers or employees certifying payments or dis­
bursing fundsprsuant to the contract, or otherwise participatingin 
carrying out the contract, to give surety bond to the United AStates in 
s-ach amount as the Secretarymay deem appropriate.

(e) (1) No individualdesignated pursuant to a contract under this 
section as a certifying offcer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any 
payments certifiedby him under this section. 

(2) No disbursing officer shall, in the absence of gross negligence or 
intent to defraud the United States, be liable with respect to any pay­
ment by him under this section if it was based upon a voucher signed 
by a certifying offcer designated as provided in paragraph(1) of this 
subsection. 

(3) No such carriershallbe liable to the United States for any pay­
ments referredto in paragraph(1) or (2).

(f) Forpurposes of this part, the term "carrer"means­
(1) with respect to-providers Of services and other persons, a 

voluntary association,corporation,partnership,or other nongov­
ernmental organizationwhich is lawfully engaged in Providing, 
paying for, or reimbursingthe cost of, healthservices under group 
insurance policies or contracts, medical or hospital service agree­
ments, membership or subscriptioncontracts,or similargroup ar­
rangements, in consideration of premiums or other periodic 
charges payable to the carrier, including a health benefits plan 
duly sponsoredor underwrittenby an employee organization;and 

(2) with respect to providers of services only, any agency or 
organization (not described in paragraph (1)) with which an 
agreementis in effect under section 1816. 
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State Agreements for Coverage of Eligible Individuals Who 
Are Receiving Money Payments Under Public Assistance 
Programs 

Sec. 1843. (a) The Secretary shall, at the request of a State made 
before January 1, 1968, enter into an agreement with such State pur­
8uant to which all eligible individualsin eitherof the coverage groups
described in subsection (b) (as 8peczfled in the agreement) will be en­
rolled under the programestablishedby this part.

(b) An agreement entered into with~any State pursuant to subsec­
tion (a) may be applicable to either of the following coverage groups:

(1) individuals receiving money paymnts under the plan of 
such State approvedunder title I or titleXVI; or 

(23) individuals receiving money payments under all of the 
plans of such State approved under titles 1,17V, XIV, and XVI; 

except that there 8hall be ex'cluded from any coverage group any in­
dividual who is entitled to monthly insurance benefits under title II or 
who is entitled to receive an annuity or pension under the Railroad 
Retirement Act of 1937. 

.(c) Forpurposes of this section, an individualshall be treatedas an 
eligible indvidual only if he is an eligible individual (within the 
meaning Of section 1836) on the date an agreement covering him is 
entered into under subsection (a) or he becomes an eligible individual 
(within the meaning of 8uch section) at any time after such date and 
before January1,1968; and he shallbe treatedas receiving money pay­
ments describedin subsection ('b) if he receives such payments for the 
month in which the agreement is entered into or any month thereafter 
before January1968. 

(d) In the case of any individualenrolledpursuantto this section­
(1) the monthly premiusm to be paid by the State shall be de­

termined under section 1839 (without any increase under sub­
section (c) thereof);

(2) his coverage periodshall begin on whichever of the follow­
ing is the latest: 

(A) January1, 1967; 
in(B) the first day of the third month following the month 
inwhich the State agreement is entered into;

(C) the first day of the first month in w'hich he is both 
an eligible individual and a member of a coverage group
specifiedin the agreementunderthis section;or 

(D) such date (not later than January1, 1968) as may be 
specified in the agreement;and 

(3) his coverage period attributableto the agreement with the 
State under this section shall end on the last day of whichever of 
the following first occurs: 

(A) the month in which he is determined by the State 
agencto ave bcome ineiible for money payments of a 
kindspeifie gremen, orinthe 

(B)themonh peceingthe first mont4 for which he 
becoes ontly or to anntiledto eneitsunder title II 

annuity or pension udr th Rairad Retirement Act of 
1937. 

(e) Any individualwhose coverage period attributableto the State 
agreement is terminatedpursuantto Usection (d) (3) shallbe deemed 
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for purposes of this part (including the continuationof his coveragre 
period under this part) to have enrolled under 8ectwon 1837 in the 
initial general enrollment perod provided by section 1837(c).

(f) With respect to eligselne individuals receiving money payments 
under the plam of a State approved tender title I, IV, X, XIP, or 
XVI, if the agreement entered into under this section 8o provides, the 
term "carrier"as defined in section 1842 (f) also include8 the State 
agency, specified in 8uch agreement, which administers or supervises 
the adm~inistration of the plan of such State approved under title 1,
XVI, or XIX. .The agreement shall also contain such provisions as 
will facilitate the financial transactionsof the State and the carrier 
with respect to deductions, coinsurance, and otherwise, and as will 
lead to econoimy and effiiency of operation,With respect to individuaws 
receiving money payments under plans Of the State approved under 
titlesI, IV, XI XIV, and XVI. 

Appropriations To Cover Government Contributions and
 
Contingency Reserve
 

Sec. 1844. (a) There are authorized to be appropriatedfrom time 
to time, out of any moneys in the Treasurynot otherwise appropriated, 
to the FederalSupplementary Medical InsuranceTrust Fund, a Gov­
ernment contributionequal to the aggregate premiunm payable under 
this art. 

(b) In order to assure prompt payment of benefits provided under 
this partand the administrativeexpenses thereunderduring the early 
months of the program establishe by this part, and to provide a 
Contingencyreserve, there is also authorized to be appropriated,out of 
any moneys in the Treasury not otherwise appropriated, to remain 
available through the calendar year 1968 for repayable advances 
(without interest) to the Trust Fund, an am'ount equal 'to $18 multi­
plied by the number of individuals (as estimated by the Secretary) 
who could be covered in January1967 by the insuranceprogramestab­
lished by this part if they had theretofore enrolled under this part. 

Part C-Miscellaneous Provisions 

Definitions of Services, Institutions, etc. 

Sec. 1861. Forpurposes of this title-

Spell of Illness 

(a) The term "spell of illness" with respect to any individualmeans 
a period of ccmsecutive days­

(1) beginning with the first day (not included in a previous
spell illness) (A) on which such individual is fuamished inpatient 
hospital services or extended care services, and (B) which occurs 
in a month for which he is entitled to benefits under part A, and 

(2) ending with the close of the first period of 60 consecutive 
days thereafter on each of which he is neither an inpatient of a 
hospltal nor an inpatientof an extended care facility. 
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Inpatient Hospital Services 

(b)The term. "inpatient -hospital8erviwe8" means the folio-wing 
items and servwce8 furnished to an inatient of ahospital and (except 
as provided in p "a~g"~(3)b thhoptl


(1)bed andboard;
(2) such nur8ingserviees and other relatedservzce8, such ume, of 

hospital facilitie8, and such medical socia service8 as are ordi­
narily furnished by the hospital for the care and treatment of in-

patent, sch bologicals, supplies, appliances, andad rug, 
equpmet,se h~psalasareordinarilyfurnished byor n te 
suc hopitl fr te cre nd retment of in patients;and 
(3) uchothrdagnsti ortherapeuticitems Or services, fur­

nihdbth hopta rbyohrsunder arrangementswith them 
mdbythe hoptl sare ordinarily furnished to inpatients 

eithe bysc8 optlo by others uner such arrangements; 
excuinhowever-­

(4)medical or surgicalservices provided by a physician, resi­
dent, or intern (other than services provided in the fleld of pa­
th~ology, radiology,physiatry, or anesthesiology);and 

(6) the serivces of a private-duty nurse or other private-duty 
attendant. 

Paragraph(4) shall not apply to services providedin the hospital by 
an internor aresident-in-trainingunder a teaching programapproved
by the Council onMedical Educationof the American Medical Associ­
ation or, in the case of an osteopathichospital, approved by the Corn­
mittee on Hospitals of the Bureau of ProfessionalEducation of the 
American OsteopathicAssociation, or, in the case of services -ina hos­
pital or osteopathic hospitalby an internor resident-in-trainingin the 
fleld of dentistry,approved by the Councilon DentalEducationof the 
American DentalAssociation. 

Inpatient Psychiatric Hospital Services 

(c)The term "inpatient psychiatric hospital services" means -in­
patienthospitalservices furnished to an inpatientof a psychiatric hos­
pital. 

Inpatient Tuberculosis Hospital Services 

(d) The term "inpatient tuberculosis hospital services" means in­
patient hospital services, furnished to an inpatient of a tuberculosis 
hospital. 

Hospital 

(e) The term "hospital" (except for purposes of section 1814(d), 
subsection (a) (2) of this section, paraqraph ('7) of this subsection, 
and subsections (i) and (n) of this section) means an institution 

hwbih­
(1)isprimarilyengaged in providing, by or under the super­

vision of physicians, to inpatients (A) diagnostic services,. and 
therpeuic ervies or edical diagnosis, treatment, and care 
of 	njueddiabld, r sckpersons,or (B) rehabilitationserVices 
for he inure, disabled, or sick persons.;ehailiatino 


(p2 mantans
lincalrecrdsonallpatients; 
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(3) has bylaws in effect with respect to it8 staff of physiwuans; 
(4) huis arequirement thatevery patient m~ust be under the care 

of a physician; 
(5) p'rovides 924-hour nursing service rendered or 8upervised 

by a registered professional nurse, and has a licensed practical 
nurseorreisteredprofessional nurse on duty at all times; 
(u68)has in.effect a hopsitalutilizationreview plan which meets 

the requirementsof subsection (k) ; 
('7) in the case of an institutionin any State in which State or 

applicable local law provides for the licensing of hospitals, (A) 
is licensed pursuant to such law or (B) is approved, by the agency 
of such State or locality responsible for licensing hospitals, as 
meeting the standards established for such licensing; and 

(8) meets such other requirements as the Secretary finds neces­
sary in the interest of the healthand safety of individualswho are 
furnished services in the institution, except that such other re­
quirements may not be higher than the comparable requirements 
prescribed for the accreditationof hospitals by the Joint Com­
missionon Accreditationof Hospitals.

For purposes of subsection (a) (92), such term includes any institution 
which meets the requirements of paragraph (1) of this subsection. 
Forpurposesof sections 1814(d) (includingdeterminationof whether 
an individualreceived inpatient hospitalservices for purposes of such 
section), and subsections (i) and (n) Of this section, such term in-
eludes any instiutionwhich meets the requirements of pararaphs(1), 
(92), (3), (4), (5), and (7) of this subsection. Notwithstanding the 
preceding provisions of this subsection, such term shall not, ezcept 
for purposes of subsection (a) (92), include any institution which 
is primarily for the care and treatment of mental diseases or tuber­
culosis unless it is a tuberculosis hospital (as defined in subsection 
(g) ) or unless it is a psychiatric hospital (as defined in subsection 
(f)). The term "hospital" also includes a Christian Science sana­
torium operated, or listed and certified, by the FirstChurchof Christ, 
Scientist, Boston, Massachusetts, but only with respect to items and 
services ordinarily furnished by such institution to inpatients, and 
payment may be made with respect to services provided by or in such 
an institution only to such exetent and under such conditions, limita­
tions, and requirements (in addition to or in lieu of the conditions, 
limitations, and requirements otherwise applicable) as may be pro­
vided in regulations. For provisions deeming certain requirements 
of this subsection to be met in the case of accreditedinstitutions, see 
section1865. 

Psychiatric Hospital 

(f) The term. "psychiatric hospital"~means an institution which­
(1) is primarilyengaged in providing, by or under the super­

vision of a physician, psychiatric services for the diagnosisand 
trea~tmentof mentally ill persons; 

(92) satisfies the requirements of paragraphs (3) through (8) 
of subsection (e); 

(3) maintains clinical records on all patients and maintains 
such records a,,s the Secretaryfinds to be necesary to determine the 

49-643 0-65-pt. 2--14 
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degree and intensity of the treatment provided to, individuals en­
titled to hospital insurancebenefits under part A;

(4) meet8 such staffing requirements as the Secretary finds 
necessary for the inststution to carr~y out an active program of 
treatment for individuals who are furnished services in the in­
8titUtion; and 

(6) is accredited by the Joint Commission on Accreditationof 
Hospitals.

in the case of an institution which satisfies paragraphs(1) and (2) 
of the preceding sentence and which contains a distinct part which 
also satisfies paragraphs(3) and (4) of such sentence, such distinct 
partshall be consideredto be a "psychiatric hospital" if the institution.
is- accredited by the Joint Commission on Accreditation of Hospitals 
or if such distinct part meets requirements equivalent to such accredi­
tationrequirementsas determined by the Secretary. 

Tuberculosis Hospital 

(g) The term "tuberculosis hospital" means an institutionwhich­
(1) is primarily engaged in providing, by or under the super­

vision of a physician,medical 8ervices for the diagnosisand treat­
ment of tuberculosis; 

(2) satisfies the requirements of paragraphs(3) through (8) 
Of subsection (e);

(3) maintains clinical records on all patients and maintains 
such records as the Secretar finds to be necessary to determine the 
degres, and intensity of the treatment prnovided to individualR 
coverod by the insuranceprogram established by part A;l

(4) meets such staffig requirements as the Secretary finds 
necessary for the institution to carr out an active program of 
treatment for individuals who aefrihed services in the in­
stitution;and 

(6) is accredited by the Joint Commision on the Accreditation 
of Hospitals. 

In the case of an institution which satisfies paragraphs (1) and (2) 
of the preceding sentence and which containsa distinctpartwhich also 
satisfies paragraphs(3) and (4) of such sentence, such distinct part
shall be considered to be a "tuberculosis hospital" if the institution is 
accredited by the Joint Commission on Accreditation of Hospitals or 
if sRuch distinct part meets requirements equivalent to such accredita­
tion requirementsas determined by the Secretary. 

Extended Care Services 

(h) The term "extended care servides" means the following items 
and services furnished to an inpatient of an extended care facility 
and (except as provided in paragraphs(3) and (6)) by such extended 
carefacility­

(1) nursing care provided by or under the supervision of a 
registeredprofessionalnurse; 

(2) bed and board in connection with the furnishing of such 
nursingcare; 

(3) physical, occupational,Or speech therapy furnished by the 
extended care facility or by others under arrangementswith them 
made by the facility; 
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~4 medical social servwces; pianean qi 
5)such drugs, biologicals, 8upplise, pplacsadef 

ment, furnished for use in the extended care facility, as are ori­
narily furnished by such facility for the care and treatment of 
inpatients;

(6) medical services provided by an intern or resident-in­
trainingof a hospitalwith which the facility has in effect a trans­
fer agreement (meeting the requirements of 8ubsection (1)), 
under a teaching program of such hospital approved as prov'~n
in the last sentence of aubsection (b), and other diagnostic or 
therapeuticservice8 providedby ahospital'with which the facility 
has such an agreementin effect; and 

(7) such other services necessary to the health of the patients 
as are generallyprovided by extended care facilities; 

excluding, however, any item or service if it would not be included 
under subsection (b) if furnished to an inpatientof a hospital. 

Post-Hospital Extended Care Services 

(i) The term "post-hos8pitalextended care services" means extended 
care services furnished an individualafter transferfrom a hospitalin. 
which he was an inpatient for not less than 3 consecutive days before 
his discharge from the ho8/ntal in connection 'With suck transfer. 
Forpurposes of the preceding sentence, items and services shall be 
deemed to have been furnished to an individual after transfer.from 
a hospital, and he shall be deemed to have been an inpatient in the, 
hospital immediately before transfer therefrom, if he is admitted to 
the extended care facility within 14 days after discharge from such 
hospital, and such individual shall be deemzed not to have been dig-
charged from the extended care facility if, within 14 days after dis8­
chargetherefrom, he,is admittedto such facility or any other extended 

carefaciity.ExtendedCare Facility 

(j) The term~"extended care facility" means (except for purposes 
of subsection (a) (2) ) an institution (or a distinct part of an institu­
tion) which has in effect a transfer agreement (meeting the require­
ments Of subsection (1)) with one or more hospitals having agree­
ments in effect undersection 1866 andwhich­

(1) is primarily engaged in providing to inpatients (A) 
skilled nursing care and related services for patientswho require
medical or nursing care, or (B) rehabilitation8ervices for the 
rehabilitationof injured, disabled, or sick persons;.

(p2) has policies, which are developed with the advice of (and 
with provision of review of such policie from time to time by) 
a group of professional personnel, including one or more physi­
cians and one or more registeredprofessional nurses, to govern 
the skilled nursing care and related medical or other services it 
provides;­

(3) has a physician,a registeredjrofessionalnurse, or a medi­
cal staf responsible for the execution of such7 policies;

(4) (A) has a requirement that the health care of every patient 
msust be under the supervision of a physician, and (B) -provides 
for h~aving a physician available to furnish necessary medical 
care in case of emergency; 
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~5) maintains clinical records on all patients; 
6) provides£4-hour nursing service Which is 8u~ftiient to meet 

nursing needs in accordance 'with the policies developed as pro­
vided in paragraph (2), and has at least one registered profes­
siona~l nurse employed full time;­

(7) provides appropriatemethod and procedure8 for the dis­
pensing and administeringof drugs and biologicals; 

(8) has in effect a utilization review plan which meets the re­
quiremnents Of subsection (k);

(9) in the case of an institution in any State in which State 
or applicable local law provides for the licensing of institutions 
of this nature, (A) is licensed pursuant to such law, or (B) is 
apoproved, by the agency of such State or locality responsible for 
lwcensing institutions of this nature, as meeting~the standards 
established for such licensing; anid 

(10) meets such other conditions relating to the health and 
safety of individuals who are furnished services in such insti­
tutwon or. relating to the physical facilities thereof as the Sec­
retary may find necessaryp

except that such term.shall not (other than for purposes Of subsection 
(a)(2)) include any institution which is primarily for the care and 
treatment of mental diseases or tuberculosis. For purposes Of sub­
section (a) (92), such term includes any institution which meets the 
,requirementsof paragraph (1) of thzs subsection. The term. "ex­
tended care facility" also includes an institution (or a distinct part 
of an institution) which is operated,or listed and.certified, as a Chris­
tianScience nursinghome by the FirstChurch of Christ,Scientist, in 
BOston?, Ma8sachusetts, but only with respect to items and services or­
dinarilyfurnished.by such an institutionto in-patients, and payment 
may be made with respect to services provided by or in such an insti­
tution only to the extent and under such conditwons, limitation, and 
requirements (in addition to or in lieu of the conditions, limitations, 
and requirements otherwise applicable) as may be provided in regu­
lations. 

Utilization Review 

(k) A utilization review plan of a hospital or extended care fa­
cility shall be considered suffliciet if-it is applicable to services fur-
wished by the institution to individuals entitled to insurance benefit 
under the title and if it provides­

(1) for the review, on a sample or other basis, of admissions 
to the institution, the duration Of stays therein, and the profes­
siOWal services (including drugs and biologicals) furnished, (A) 
'with respect to the medical necessity Of the services, and (B) for 
the purpose of promoting the most effiient use of available health 
facilities and services; 

(92) for such review to be made by eit7Ler (A) a staff committee 
of the institution composed of two Or more physicians, with or 
without partkiciation.of other professional personnel, or (B) a 
group outsdeth institutionwhich is similarly=posedand (i)
,whichb is establishedby the local medical soczety and some oral 
of the hospitalsand extended care facilitiesin the locality, or (ii)
if (and for as long as) there has not been establishedsuchagroup
'Which serves such institution,which is established in such other 
manneras may be approvedby the Secretary; 
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(3) for such review, in eaeh case of inpatienthospital semneces 
or extended care serviees furnished to such an individual during 
a continuous period of extended duration,as of such day8sof such 
period (which may differ for different classes of case8) as may be 
specified in regulations,With such review to be made as promptly 

as p~sileafte eah dy so specified, and in no vent lter than 
one week following such day1 and­

(4) for prompt notification to the institution the individual, 
and his attending physician of any finding (mad after opportu­
nity for consultationto such attendingphysician) by the physician 
members of such committee or group that any further stay in the 
institutionis notmedically necessary. 

The review committee miust be composed as provided in clause (B) of 
pararaph(~)rathrtan sprovided in clause (A) of suh para­
grap inhe cse oanyhosIta or extended care facility where, be­
caue o th smllsiz oftheintitution,or (in the case of an extended 

car failiy) ecase f lckof an organized medicalstaff, orfor such 
other reason or reason as may be included in regulations, it is im­
practicable for the intttion to halve a properly functioning staff 
committee for the purposesof thisgsubsection. 

Agreements for Transfer Between Extended Care Facilities and Hospitals 

(1) A hospital and an extended care facility shall be considered to 
have a transferagreement in effect if, by reasonof a written agreement 
between them or (in case the two institutions are under common con­
trol) by reasonof a written undertaking by the person or body which 
controls them, there is reasonableassurancethat­

(1) transfer of patients will be effected between the hospital 
and the extended care facility whenever such transferis Medically 
appropriateas determined by the attendingphysician;and 

(92) there will be interchangeof medical and other information 
necessary or useful in the care and treatment of individualstrans­
ferred between the institutions, or in determining whether such 
individualscan be adequately cared for otherwise thanin eitherof 
such institutions. 

Any extended care facility which does not have such an agreement in 
effect, but which is found by a State agency (of the State in which 
such facility is situated) with which an agreement under section 1864 
is8 in effect (or, in the case of a State in which no such agency has an 
agreement under section 1864 by the Secretary) to have attempted in 
good faith to enter into such an agreementwith a hospitalsufficiently 
close to the facility to make feasible the transfer between them of 
patients and the information referred to in paragraph(92), shal be 
considered to have such an agreement in effect if and for so long as 
such agency (or the Secretary,as the case may be) finds that to do so is 
in the public interest and essential to asswring extended care services 
for persons in the community rwho are eligible for payments with re­
spect to such services under this title. 

Home Health Services 

(in) The term home health services means the following items and 
services furnished to an individual,who is under the care of a physi­
cian, by a home health agency or by others under arrangementswith 
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them made by such agency uner a plan (for furnishingsuch items 
and serviwes to 8uch indivAIVua) establishedandperiodicallyreviewed 
by a physician, which items and services are, except as provided in 
paragraph (7)2 provided on a visiting basis in a place of residence 
used as 8uch inividual'shome­

(1) arttimeor ur8ing carenterittnt provided by or 
under th uevso faeitrd professionalnurse;

(~) hysial,ccuptionl~o sech therapy;
(3) edialoozl sevics uderthe direction of a physician;'

()to the extent permitted in regulations,part-time or inter-
Mittetservices of a home healthaide;­

(5) medical supplies (other than dgsand biologicals), and 
the use of medical appliances, while udrsuch a plan;

(6) in the case of a home health agency which is affliated or 
under common control with a hospital, medical services provided
by an intern or resident-in-trainingOf such hospital, under a 
teaching program.of such hospital approved as provided in the 
lastsentence of subsection (b) ; and 

(7) any of the foregoingitems and services which are provided 
on an outpatient basis, under arrangements made by the home 
healthagency, at a hospitalorextended care facility, orat a 
rehabilitation-centerwhich meets suCh standardsas may be pre­
scribed in regulations,and­

(A) the furnishing Of Which involves the use of equip­
ment of such a nature that the items and services cannot 
readily be made available to the individual in such place of 
,residenCe,or 

(B) which are furnished at such facility while he is there 
to receive any such item or service described in clause (A), 

but not including transportationof the individual in connection 
mwith any such item or service; 

excluding, however, any item or service if it would not be included 
under subsection (b) if furnished to an inpatientof a hospital. 

Post-Hospital Home Health Services 

(n) The term "post-hospital home health services" means home 
health services furnishedan individualwithin one year after his most 
recentdischargefrom a hospitalof which he was an inpatient for not 
less than 3 consecutive days or (if later) within one year after his most 
recent discharge from an extended care facility of which he was an 
inpatient.entitled to payment under partA for post-hospitalextended 
careservices, but only if the plan covering the home health services (as
described in subsection (in)) is established within 14 days after his 
dischargefrom such hospitalorextended carefacility. 

Home Health Agency 

(o) The term "home health agency" means a public agency or pri­
vate organization,or a subdivisionOf such an agency or organization,
which­

(1) is primarilyengaged in providing skilled nursing services 
and other therapeuticservices; 

(7) has policies, established'by a group of professionalperson­
nel (associatedwith the agency or organwzation), including one or 
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more physicians and one or more registered professional nlurse8, 
to govern, the services (referred to in paragraph (1)) u'hich it-
provides, and provides for supervision of sUch services by a phy­
sicianor registeredpro essionalnurse; 

(3) maintainsclinicalrecordson all patients;
(4) in the case of an agency or organizationin any State in 

which'State or applicable local law provides for the licensing of 
agencies or organizationsof this nature, (A) is licensed pursuant 
to such law, or (B) is approved, by the agency of such State or 
locality responszble for licensing agencies or organizations of 
this nature, as meeting the 8tandardsestablishedfor such licens­
ing;and 

(6) meets such other conditions of participationas the Secre­
tary may find necessary in the interest of the health and safety 
of individuals who are furnished services by such agency or 
organization; 

except that such term shall not include a private organization which 
is not a nonprofit orgaznizationexempt from Federal income taxation 
under section 501 of the Internal Revenue Code of 19541 (or a sub­
division of such organization) unless it is licensed pursuant to State 
law and it meets such additionalstandardsand requirements as may 
be prescribed in, regulations. The term "home health agency" also 
includes a ChristianScience visiting nurse service operated, or listed 
and certified, by the First Church of Christ, Scientist, in Boston, 
Massachusetts, but only with respect to items and services ordinarily 
furnished by such a visiting nurse service to individuals,and payment 
may be maewith respect to services provided by such visiting nurse 
service only to the extent and under such.conditions, limitations, and 
requirements (in addition to or in lieu of the conditions, limitatins, 
and requirements otherwise applicable) as may be provided in 
regulations. 

Outpatient Hospital Diagnostic Services 

(p) The term "outpatienthospital diagnostic Services" means diag­
nostic services­

(1) which are furnished to an individual as an outpatient by 
a hosj~ital or by others under arrangements'uith them made by a 
hospital;-and 

(2) which are ordinarily furnishd by such hospital (or by 
others under such arrangements) to its outpatients for the pur­
pose of diagnosticstudy; 

e&xcluding, however­
(3) any item or service if it would nat be included under sub­

section (b) if furnished to an inpaticnt of a hospital;and 
(4) any services furnished under suchb arrangements unless 

furnishedin the hospitalor in otherfacilitiesoperatedby orunder 
the supervision of the hospitalor its organised medical staff. 

Physicians' Services 

(q) The term "physicians' services" means professional services 
performed by physicians, including surgery consultation, and home, 
offce, and institutionalcalls (but not including services described in 
the last sentence of subsection (b) ). 
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Physician 

(r) The term "phty8 cw", 'when uwed in connection with the per­
formnance of an ucinor~action, means (1) a doctor of medicine 
Or osteopathy eal uhrdt patic mdicine and surgery by 
the State mihn h erfrssc fnto raction (including a 
physician witi temaigof 8etw 10()(7)), or (2) a doctor 
of dentistry or of dental or orlsurgery 'wh islglyauthorized to 

prctcdnisr b heSat.in 'which hpefmssuch function 
buwthrspcttol ()surgery relae totejaw or any struc­
tuecntnuust hejwor (B) the reuto fany fracture of 

Medical and Other Health Services 

(8) The term "medical and other health 8erVices" means any of 
the following items Or 8erViCes (unless they 'woulo4 otherwise consti­
tute inpatient hospitalservices, exvtended care services, or home health 
services): 

)1(A). physiciau~'8services; 
B ) chiropractors'serVice;and 
C) podiatrists'8services;
2) services and supplies (including drugs and biologicale 

Iwhc cantsdeterminedin accordance with regulations, be 
self-adiisee) furnished as an incident to a physician's pro­
fessina sevcof kinds which are commonly furnished in phy­
sicians' ofie adarecommonly either rendered without charge 
or incued inth pysicans' bils andI hospitalservcs(nld
ing drugs adbiologicalswhich cannot, as determined in accord­
ance with regulations, be self-administered) incident to phy-
sicians'Wrvicesrenderedto outpatients;

(3) diagnosticX-ray and laboratory tests, and other diagnos­
tic tests;

(4.) X-ray, radium, and radioactive isotope therapy, including 
materialsandservices of technicians;­

(5) surgical dressings, and splints, casts, and other devices 
used for reductionof fracturesanddislocations; 

(6) 	 rental of durable medical equipment, in'cluding iron lungs,
oa~yen ent, hspial eds andwhelchirsuse inthepatient's 

her useof(7) mbuancesericeth thermetodsof trans-

par ofan internal bod oraincludingrelacemn of such de­

(9) leg, arm, baek, and neck braces, and artificial legs, arms, 
and eyes, includingreplacements if requiredbecause of a change
in the patient'sphysicalcondition. 

No diagnostic tests performed in any laboratory which is independ­
ent of a physician's ofe or a hospital shall be included within para­
grp()uls sc aoa9 

(10 ifsitate Sttein which State or applicablelocalinan 
law rovdesfor icesin ofestablishments of this nature, (A) 
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is licensed pursuant to such law, or (B) is approved, by the 
agency of such State or locality responsible for licensing e8tab­
lishments of this nature,as meeting,the 8tandardsestablishedfor 
such licensing;and 

(1-) 	 meets such other conditions relating to the health and 
safety of individuals with respect to whom such tests are per­
formed as the Secretarymay flnd necessary. 

Drugs and Biologicals 

(t) 	The term "drugs" and the term "biologicals", except for pur­
pose ofsubecton in)(5)of this section, include only (1) such 
drus ad boloicas, espctiely, as are included (or approved for 
incusin)in heUniedStaesPharmacopoeia,the NationalFormu­

lar,te 	 r nied taesHomoeopathie Pharmacopoeia,or in New 
Dusor Accepted Dental Remedies (except for any drugs and 

bioloia unfavorably evaluated therein), or (2i) combinations 
of drgpr biologicals if the principal ingredient or ingredients Of 
the cominatiow meet the conditions specified in clause (1), or (3)
such drugs or biologicals as are,appro'ved, by the pharmacy and drug
therapeuticsCommittee (or equivalent committee) -of the mediwal sta7 
of the hospital furnishing such drugs and biologicals,for use in such 
hospital. 

Provider of Services 

(it) The term "prividerof services" Means a hospital,extended care 
facility,or home healthagency. 

Reasonable Cost 

(v) (1) The reasonable cost of any services shall be determined in 
accordancewith regulationsestablishing the method or methods to be 
used, andthe items to be included,3 in determiningsuch costs for various 
types or classes of institutions,agencies, and services; except that in 
any case to which paragraph(24) or (3) applies, the amount of the pay­
ment determinedunder such paragraphwith respect to the services in­
volved shall be considered the reasonable cost Of such services. In 
prescribingthe regulationsreferred to in the preceding sentence, the 
S8ecretalry shall consider, among other things, the principles generally 
appliedby nationalorganizationsor establishedprepayment organiza­
tions (which have developed such principles) in computing the amount 
of payment, to be made by persons other than the recipientsof services, 
to providers of services on account of services furnished to such re­
cipients by such providers. Such regulationsMay provide for deter­
mination Of the costs Of services on a per diem', per unit, per capita, or 
other basis, may provide for using different methods in different cir­
cumstances, may provide for thewus toestmates of costs of particular 
items or services, and may provide for the use of charges or a per­
centage of charges where this method reasonably reflects the costs. 
Such regulations shall (A) take into account both direct and indirect 
costs of providers of services in order that, under the methods of de­
terMining Costs, the costs with respect to individuals covered by the 
insuaneprograms establishedby this title will not be borne by indi­
v~idualsntso covered, and the costs with respect to individualsnot so 
covered Will not be borne by such insuranceprograms,and (B) provide 



504 SOCIAL SECURIT AMENDMENTS OF 1965 

for the making Of suitable retroactive corrective adjustments where, 
for aproviderof 8ervwces for any fical period,the aggregatereimburse­
ment produced by the methods ofdetermining costs proves to be either 
inadequateor ex~cessive. 

(2) (A) If the bed and boardfurnishedas partof inpatienthospital
services (including inpatient tuberculss hospital 8erviwe8 and in­
patient pfrychiatric hospital services), or post-hospital -extendedcare 
services is in accomimodations more expensive than semi-private ac­
coM'modations, the amount taken into accountfor purposesof payment
under this titlewith respect to such services may not exceed an amount 
equal to the reasonable cost of s'uch,services if furnished in such semi­
private accomnodations unless the more expensive accommodations 
were requiredfor medicalreasons. 

(B) Where a provider Of services which has an agreement in effect 
under this title furnishes to an individualitems or services which are 
in excess of or more,eXpensive than the items orservices with respect to 
which payment may be made under partA or part B, as the case may 
be, the Secretary shall take into account for purposes of payment to 
such providerof services only the equivalent of th reasonable costof 
the item~s or serv.ices 'with respject to which such payment may be made. 

(3) If the bed and board furnished as part of inpatient hosital
services (including inpatient tuberculosis hospital service 
patient psychiatric hospital services), or post- hospital extended care 
services is in accommodations other than, but not more expensive than, 
semi-private accommodations and the use of such other accoommoda­
tions rather than semi-private accommodations was neither at the 
request Of the patientnor for a reasonwhich the Secretarydetermines 
is consistent with the purposesof this title, the amount of the payment
with respect to such bed and boardunderpartA shall be the reasonable 
cost of such bed and board furnished in semi-private accommodations 
(determined pursuantto para raph (1) ) minus the difference between 
the charge customarily made gy the hospital or extended care facility 
for bed and board in semi-private accommodations and the charge
customarily made by it for bed and board in the accommodations 
furnished. 

(4) For purposes of this subsection, the term "semi-private acco~m­
modations" means two-bed, three-bed, or four-bed accomimodations. 

Arrangements for CertainServices 

('w) The term "arrangements" is limited to arrangements under 
which receipt of payment by the hospital, extended care facility, or 
home health agency (whetherin its own rightor as agent), with respect 
to services for which an individualis entitled to have payment made 
under this title, dischargesthe liabilityof such individualor any other 
person to pay for the services. 

State and United States 

(x) The terms "State" and "United States" have the meaning given 
to them by subsections (h) and (i), respectively, Of section 210. 
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Chiropractors' and Podiatrists' Services 

(y) (1) The term "chiropractor"means an individualwho is licensed 
under State law to practiceas a chiropractorin the State; and the term 
"Cchiropractors'serviwes" means 8erviwes performed by a chiropractor 
'Withinthe scope of his license. 

(2) The term "podiatrist"wmeasan individualwho islicensedunder 
State law to practiceas apodiatristin the State; and the term "podia­
trist8' service" means services performed by a podiatrist within the 
scope Of his license. 

Exclusions From Coverage 

Sec. 1862. (a) Notwithstandingany other provisionof this title,'no 
payment may be made under part A or part B for any expenses in­
curredfor items or services­

(1) which are not reasonableand necessary for the diagnosis 
or treatment of illness or injury or to improve the functioning of 
a malformed body member; 

(2) for Which the individual furnished such items or services 
has no legal obligation to pay, and which no other person (by rea­
son of such individual's membership -ina prepayment plan or 
otherwise) hasalegalobligatio to poide or pay for; 

(3) which are paid for drcyorindirectly by a govern­
mental entity (other than eudrthsAtand other than under 
a health benefits or insurance plan established for employees of 
such an entity), except in such cases as the Secretarymay specify; 

(4) which are not provided within the United'Stte (excect 
for emergency inpatient hospital services furnished outside t 
United'S9tateguner th conditions described in section 1814(f)) 

(5) which are requiredas a result of war, or of an act of war, 
occurring after the effective date of such individual's current 
coverage under such part; 

(6) which constitute personal comfort items; 
(~7) where such expenses are for routine physical checleups, 

eyeglasses or eye examinations for the purpose of prescribing, 
fitting, or changing eyeglasses, hearing aids or examinations 
therefor, or immunizations;­

(8) where such expenses are for orthopedic shoes or other 

~ 9)whee cutodial care;suh epenss ae fo 
10) heresucexpnsesarefor osmtic surgery or are in-

cured n cnnetio tereith exeptasrequiredfor the prompt 
repairof accidental injury orfripoementof the function­
ing of a malformed bodymebr

(11) where such expenses consttt cagsimposed by im­
mediate relatives of such individual ormmesof his house­
hold, or 

(12) where suc epnes are for services in connection with 
the care, treatment, filing, removal, or replacement of teeth or 
structures directly supporting teeth. 

(b) Payment under this title may not be made With respect to any 
given item Or service to the extent that payment has been made, or 
can reasonably be expected to be made (as determined in accordance 
with regulations), with respect to such item or service, under a work­
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men'8 compensation law or plan of the United States or a State. 
Any paziment under this title with respect to any item or servece shal 
be conitioned on reimbursement to the appropriate Trust Fund 
established by this title when notice or -otheruzfor'mation is received 
that payment for such item or service has been made under such a 
law or plan. 

Consultation With State Agencies and Other Organizations To 
Develop Conditions of Participation for Providers of Services 

Sec. 1863. In carryingout his functions, relating to determination 
of conditions of participatio by poviders Of services, under 8ub­
sections8 (e) (8), (f)(4), (g)(4), j) ('1O), and (O)(5) Of 8ection 
18,61, the Secretary 8hall consult with the Health Insurance Benefits 
Advisory Councilestablished by 8ectwon 1867, appropriate State agen­
cies, andrecognizednationallistingor accreditingbodies, andmay con­
sult with aprorate local agencies. Such conditions prescribed 
under any ofsuch subsections may be varied for different areasor dif­
erent classes Of institutions or agencies and may, at the request of a 
State, provide (subject, in the case of hospitals, to the limitationpro­
vided in section 1861(e) (8)) higher requsrements for such State than 
for other States. 

Use of State Agencies To Determine Compliance by Providers of 
Services With Conditions of Participation 

Sec. 1864. (a) The Secretary shall make an agreement with any 
State which is able and willing to do so under which the services Of 
the State health agency or other appropriateState agency (or the 
appropriatelocal agencies) will be utilized by him for the purpose 
of determining whether an institutiontherein is a hospital or extended 
care facility, or whether,an agency therein is a home health agency, 
or whether a laboratory meets the requirements of paragraphs (10) 
CAW4 (11) Of section 1861(s). To the extent that the Secretary finds it 
appropriate,an institution or agency which such a State (or local) 
agency certifies is a hospital, eatended,care facility, or home health 
agency (as those terms are defined in section 1861) may be treatedas 
such by the Secretary. The Secretary may also, pursuant to agree­
ment, utilize the services of State healthagenciesand other ap propriate 
State agencies (and the appropriate local agencies) to do any one or 

moeof the following: (1) to provide consultative services to institu­
tosor agencies to assist them (A) to establish and maintain fiscal 

records 'necessaryfor purposes of this title, or otherwise to qualify 
as hospitals,extended care facilities, or home health agencies, or (B) 
to provide informationwhich may be necessary to permit determina­
tio under this title as to whether payments are due and the amounts 
thereof, and (92) to provide consultative services to institutions,agen­
cies, or organizationsto assist in the establishment of utilization re­
viwW procedures meetingp the requirements Of section 1861(k) and 
in evaluawtingtheireffectiveness. 

(b) The Secretary shall pay any such State, in advance or by way 
Of reimbursement,as may be poided in the agreement with it (and 
may make adjustments in sUCh payments on account o~overpayments 
or wnderpayments previously made), for the reasonatle cost of 'per­
forming the functions specifie in subsection (a), and for the Federal 
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Hospital Insurance Trust Fund's fair share of the c08t5 attributable 
to the planning and other effort8 directed toward coordination of 
acti'vitie8 in carryingout its agreement and other activities related to 
the provison of services similar to those for which payment may be 
mnade under part A, or related to the facilities and personnel required 
for the provision of such 8erviwes, or related to improving the quality 
Of such 8ervzces. 

Effect of Accreditation 

Sec. 1865. An institution8hall be deemed to meet the requirements 
of the numbered paragraphs of 8ection 1861 (e) (except paragraph 
(6) thereof) if such institutioni8'accreditedas a hospitalby the Joint 
Commission on the Accreditation of Hospitals. If such Commission, 
as a condition for accreditationof a hospital, requires a utilization 
review plan or imposes anotherrequirement which serves substantially 
the same purpose, the Secretary is authorized to find that all institu­
tion8s~oaccreditedby the Commission comply also with 8ection.1861(e) 
(6). In addition,if the Secretary finds that accreditationof an in8ti­
tution oragency by the American Osteopathic Association or any other 
national accreditationbody provides reasonable assurance that any 
or all of the conditionsOf section 1861 (e), (j), or (o), as the case may 
be, are met, he may, to the extent he deems it appropriate,treat such 
institution or agency as meeting the condition or conditions with 
respectto'whichhe made such finding. 

Agreements With Providers of Services 

Sec. 1866. (a) (1) Any providerOf services shall be qualified to par­
ticipateunder t is title and shall be eligible for payments under this 
title if it files with the Secretaryanagreement­

(A) not to charge, except as provided in paragraph (92), any 
individualor any other personfor items orservices for which such 
individual is entitled to have payment made under this title (or 
for which he would be so entitled if such provider Of services had 
complied with the procedural and other requirements under or 
pursuant to this title or for which such provideris paid pursuant 
to the provisions Of section 1814 (e), and 

(B) to makce adequate provision for return (or other disposi­
tion, in accordance with regulations) of any moneys incorrectly 
collectedfrom such individualor other person. 

(92) (A) A providerOf services may charge such individualor other 
person (i) the amount of any deduction imposed pursuant to section 
1813(a) (1), (a) (92), or (a) (4) or section 1833(b) with respect to such 
items and services (not in excess of the amount customarily charged 
for such items and services by such, provider), and (ii) an amount 
equal to 920 per centum of the reasonable charges for such items and 
services (,not in excess of 920 per centum of the amount customarily 
chargedfor such items and services by such provider) for which pay­
ment is made under partB or, in the case of outpatient hospitaldiag­
,nosticservices, for 'whichpayment is (or may be) made u~nder partA. 
In the case of items and services described in section 1833(c), clause 
(ii) of the preceding sentence shall be applied by substitutingfor 920 
percent the proportionwhich is appropriateunder such section. 

(B) Where a provider Of services has furnished, at the request of 
such individual,items or services w~hic.& are in excess of or more expen­
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8ive than the itemts or serviwes unith respect to which payment may be 
made under thi8 title, such provider of services may also charge such 
individual or other person for such more expensive items or services 
to the extent that the amount customarily charged by it for the items 
Or servwce8 furnished at 8uch request exceeds the amount customarily 
chargedby it for the items or serviwes with respect to which payment 
maybe made under this title. 

(C) A providerof services may also charge any such individualfor07 
any whole blood furnished him with respect to which a deductible 
is imposed under section 1813(a) (3), except that (i) any excess Of 
such charge over the cost to such provider for the blood shall be de­
ducted from any pament to suh povider under this title; (ii) no 
'such,charge may be imposed o h oto administration'of such 
blood, and (iii) scchremyntbmaeto the extent such blood 
hag benrpae nbhl fsc niidualor arrangements have 
been aefrisrpaeeto i eaf 

(b)An gremenwih te Screaryunder this section may be 
terntd 

(1) by the provider of services at such time and upon such 
notice to the Secretary and the public as may be provided in regu­
lations, except that notice of more than 63months shall not be 
required,or 

(R) by the Secretary at such time and upon such reasonable 
notice to the provider Of services and the public as may be speci­
fled in regulations, but only after the Secretary has determined 
(A) that such providerOf services is not complying substantially
with the provisions of such agreement, or with the provisions
of this title and regulations thereunder, or (B) that such pro-
Vider Of services no longer substantially meets the applicable 
provisions of section 1861, or (C) that such provider of services 
has failed to provide such informationas the Secretary finds nec­
essa~ry to determine whether payments are or were due under this 
title and the amounts thereof, or has refused to permit such exam­
inationof its fisal and other records by or on behalf of the Secre­
taryas may be necessaryto verify such information. 

Any terminationshall1 be applicable­
(3) in the case of inpatient hospital services (including inpa­

tient tuberculosishospital services and inatient psychiatric hos­
pital services), or post-hospital extended care services, with 
respect to such services furnished to any individual who is ad­
mitted to the hospital or extended care facility furnishing such 
services on or after the effective date of such termination, 

(4) (A) with respect to home health services furnished to an 
individualunder a plan therefor establishedon or after the effec­
tive dateOf such termination,or (B) if a plan is establishedbefore 
such effective date, with respect to such services furnished to such 

idvdal ater the calenzr year in which such termination is 
(5) with respect to any otheritems andservices furnished on or 

after the effective date of such termination. 
(c) Where an agreementfiled under this title by a providerof serv­

ices has been terminated by the Secretary,such providermay not file 
anotheragreement under this title unless the Secretary finds that the 
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reasonfor the terminationhas been removed and that there is reason­
able assurance that it will not recur. 

(d) If the Secretary finds that there is a substantial failure to make 
timely review in accordancewith section -1861(k) of long-stay cases In 
a hospitalor extended care facility, he may, in lieu of terminatinghis 
agreement with such hospital or facility, decide that, with respect to 
any individualadmitted to such hospitalor facility after a subsequent 
date specified by him, no payment shall be made under this title for 
inpatient hospital services (including inpatient tuberculosis hospital 
services and inpatient psychiatric hospital services), after the p20th 
day of a continuou period of such services or for post-hospital ex­
ten~ded care services~after such day of a continuous period of such care 
as is prescribedin or pursuantto regulations,as the case may be. Such 
decisionsmay be made effective oinly aftersuch notice to the hospital,or 
(in the case of an extended carefacility) to the facilityand the hospital 
or hospitalswith which it has a transferagreement, and to the public, 
as may be prescribedby regulations,and its effectiveness shall terminate 
when the Secretaryflinds that thereason therefor has been removed and 
that th~ere isreasoableassurancethat it will not recur. The Secretary 
shall not make any such decision except after reasonablenotice and 
opportunity for hearing to the institutionor agency affected thereby. 

Health Insurance Benefits Advisory Council 

Sec. 1867. For the purpose of advising the Secretary on matters of 
generalpolicy in the administrationof this title and in the formutlation 
of regulationsunder this title, there is hereby created a Healthinsur­
ance Benefits Advisory Council which shall consist of 16 persons, not 
otherwise in the employ of the United States, appointed by the Secre­
tary withoutregardto the civilservice laws. The Secretaryshallfrom 
time to time appoint one of the members to serve as Chairman. The 
-membersshallinclude persons who are outstandingin fields related to 
hospital, medical, and other health activities, and at least one person 
-whois representatiev of the general public. Each member shall hold 
office for a term of 4 years, except that any member appointed to fl~l a 
vacancy occurring prior to the expiration,of the term for which his 
predecessor was appointed shall be appointed for the remainder of 
such term, and except that the ternms of office of the members first 
taking office shall expire, as designated by the Secretaryat the time of 
apoitment,four at the end ol the frst year, four at the end of the 
secondyear,four at the end of the third year, andfour at the end of the 
fourth year after the date of appointment. A member shall not be 
eligible to serve continuously for more than 2 terms. The Secretary 
'may, at the request of the Council or otherwise, appoint such special 
advisory professional or technical comrmittees as may be useful in 
carrying out this title. Members of the,Advisory Couincil and mem-_ 
bers of any such advisoryor technical comimittee, while attendingmeet­
ings or conferences thereof or otherwise serving on business of the 
Advisory Councilor of such committee, shall be entitled to receive com­
pensation at rates fixed by the Secretary, but not exceeding $100 per 
day, includingtravel time, and while so serving away from their homes 
or regularplaces of business they may be allowed-travel expenses, in-
eluding per diem in lieu of subsistence, as authorized by section 5 of 
the AdministrativeExpenses Act of 1946 (5 U.S.C. 7.3b-2) for persons 
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in the Government 8ervice employed intermittently. The Advisory 
Council 8hall meet as frequently as the Secretary deems necessary. 
Upon request of 4 or more members, it 8hall be the duty of the Secre­
tary to call ameeting of the Advisory Council. 

National Medical Review Committee 

Sec. 1868. (a) There is hereby createda NationalMedical Review 
Committee (hereinafterin this sectionreferred to as the "Committee") 
which shall consist of nine persons, not otherwise in the employ of the 
United States, appointed by the Secretary without regardto the civil 
service laws. The Secretary shall from time to time appoint one of 
the mem-bers to serve as chairman. The members shall be selected 
from among individuals who are representativeof organizations and 
associations of professional personnel in the field of medicine and 
other individuals who are outstanding in the field of medicine or in 
relatedfields; except that at least one member shall be representative 
of the generalpublic, and at least a majority of the members shall be 
physicians. Kach member shall hold ofice for a term of three years, 
except that any member appointed to fill a vacancy occurring prior 
to the expiration of the term for which his predecessor was appointed 
shall be appointed for the remainder Of such term, and except that 
the terms of offce of the members first taking o4P1c shall expire, as 
designated by the Secretary at the time of appomnment, three at the 
end of the first year, three at the end Of the second year, and three at 
the end of the third year after the date of appointment. A m-ember 
shall not be eligible to serve continuously for more than two terms. 

(b) Members of the Comm~ittee, while attending meetings or con­
ferences thereof or otherwise serving on busines of the Committee, 
shall be entitled to receive compensation at rates fixed by the Secre­
tary, but not exceeding $100 per day, including travel time, and while 
so serving away from their homes or regularplaces Of business they 
m~ay be allowed travel expenses, including per diem in lieu of sub­
sistence, as authorized by section 5 of the Administrative Expense8 
Act of 1946 (5 U.S.C. 73b-2') for persons in the Government service 
employed intermittently.

(c) It 8hallbe the function of the Committee to study the utilization 
of hospital and other medical care and services for which pa ment 
may be made under this title with a view to recommendingany chanes 
whih may seem desirable in the way in which such care,and services 
are utilized or in the administrationof the programsestablished by 
this title, or in the provisions of this title. The Committee shall 
'make an annual report to the Secretary of the results of its study, 

incldin recmmedatonsit mayi have with, respect thereto, an 

and uchreprt 
hal betrasmitedpromptly by the Secretary to the 

(d) he sCmmitee athorized to engage such technical assist­
ance as may be requiredto carry out its functions, and the Secretary 
shall, in addition, makce available to the CommittIee such secretarial, 
clerical, and other assistance and such pertinent data obtained and 
preparedby the Departmentof Health, Education,and Welfare as the 
Committee may require to carry out its functions. 
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Determinations; Appeals 

Sec. 1869. (a) The determination of whether an individual is 
entitled to lbenefit8 under part A or part B, and the determinationof 
the amount of benefit8 under part A, shall be made by the Secretdtry
in accordancewith regulations prescribed by him. 

(b) Any individualdissatisfled with any determinationunder sub­
8ection (a) as to entitlement under partA or partB, or as to amount 
of benefits under part A where the matter in controversy is $1,000 or 
More, shall be entitled to a hearingv thereon by the Secretary to the 
same exetent as is provided in section 05( b), and to judicial review 
of the Secretary'8 final decision after such haring as is provided in 
section 20S(g). 

(c) Any institution or agency dissatisfle with any determintation 
by the Secertary that it is not a pridr services, or with any
determination described in section 186b)(2, salb nildt 

hearngheron y te Screary(afterreasonablenotice and oppor­
tuniy fo saexetentas is providedin section9205(b),heaing)tote 

andtoudiialrevew f te Scretary'sfinal decision after such hear­
ing s i .prviddinsecion£05(g) 

Overpayments on Behalf of Individuals 

Sec. 1870. (a) Any payment under this title to any provider of 
services or other personwith respect to any items or ser'vices furnished 
any individual shall be regard~ed as a payment to such individual. 

(b) Where the Secretaryfinds that­
(1) more than the correct amount of payment has been made 

under this title to a provider of services or other personfor items 
or services furnished an individualand the,Secretarydetermines 
th-at, within such periodas he may specify, the ea'cessover the cor­
rect amount cannot be recouped from such provider of services 
or other person, or 

(92) any payment has been made under section 1814(e) to a 
providerOf services or other personfor items or services furnished 
an individual, 

proper adjustment or recovery shall be made with respect to the 
amount in eaxcess of the correct amount, under regulationsprescribed 
C(after consultation with the RailroadRetirement Board)] by the 
Secretary, by (A) decreasingany payment under title II of this Act 
[or under the RailroadRetirement Act of 1937, as the case may be,]
to which such individualis entitled, or (B) requiringsuch individual 
or his estate to refund the amount in excess of the correct amount, or 
(C) decreasing any payment under title II of this Act or under the 
Railroad Retirement Act of 1937, as the case may be, payable to the 
estate of such individual or to any other person on the basis of the 
wages and self-employment income C(or compensation)]which were 
the basis of the payments to such individual,or (D) by applying any 
cotmbination of the foregoing. As soon as practicableafter any such 
adjustmentor recovery is determined to be necessary, the Secretary,for 
purposes of this section, section 1817(g), and section 1841(f), shall 
certify C(to the RailroadRetirement Board if the adjustment is to be 
made by decreasing subsequent payments under the Railroad Retire­

49-683 0-86--'t. 2-15 
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ment Act of 1937)] the amount of the overpayment as to which the 
adjiustmentor rcvyi8tobe mae. 

(c) There shal eznoadjustment as provided in subsection (b) of 
payments (includingpayments undersection 1814(e) ) to, or recovery 

as rovdedin uch8ubectonby the United State8 from, any person
whoisithut aul ifsuh adjustment or recovery would defeat the 
purosetile f tisAct [or of the RailroadRetirement Act ofo I 
193, a cae my b,]or would be against equity and good con­th 

8cience. 
(d) No certifying or disbursingofficer shall be held liable for any 

amount certife or paid by him to any provider Of servwce8 or other 
person where the adutment or recovery of such amount is waived 
under subsection (c) or where ady*utment under subsection (b) is not 
completed priorto the death of all persons againstwhose benefits such 
adjustment is authorized. 

Regulations 

Sec. 1871. The Secretary shall prescribe such regulations as may 
be necessary to carryout the administrationof theiinuranceprograms 
under this title. 'Whenused in this title, the term 'regulations'means, 
unless the contexct otherwise requires, regulations prescribed by the 
Secretary. 

Application of Certain Provisions of Title ii 

Sec. 	1872. The provisions of sections £06, 208, and 216(j) and of 
subsections (a), (d), (e),(f), (h), (i), 	 oJI section(j), (k), and (1) 
205, shall also apply with respect to this title to the same ex'tent as 
they are applicable withrespect to tile II. 

Designation of Organization or Publication by Name 

Sec. 1873. Designation in this title, by name, of any nongovern­
mental organizationor publication shall not be affected by change of 
name of such organizationor publication,and shall apply to any suc­
cessor organizationor publicationwhich the Secretaryfinds serves the 
purposefor which such designationis maide. 

Administration 

Sec. 	1874. (a) [Exocept as otherwise provided in this title, the in­
suracerogamsestblihedbythis title shall be administeredby the 

Secrtar.] inthis title and in the Rail-Evcet asothrwis prvide 
roa ReireentActof 937 th inuraceprogramsestablished by 
thi ttleshlldmiisere th Scrtary. The Secretary maye b 

perform any of his function une hstitle directly, or by contract 
providingfor payment in advance or by way of reimbursement,and 
in such installments,as the Secretarymay deem necessary. 

(b) The Secretary may contract with any person, agency, or insti­
tution to secure on a reimbursablebasis such special data, actuarial in­
formation, and other information as may be necessary in the carrying 
out of his functions underthis title. 
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Studies wand Recommendations 

Sec. 1875. (a) The Secretary shall carry on 8tudies and develop
recomimendations to be 8ubmitted from time to time to the Congress 
relatingto healthcare of the aged, including studies and recommenda­
tion8 concerning (1) the adequac-y of exieting personnel and facilities 
for healthcare forPWrpOses Of the programsunder partsA and B; (20) 
methods for encouraging the further development of effcient and 
economical forms of health care which are a constructive alternative 
to inpatienthospita care;and (3) the~effects of the deductibles andco­
insurance provisions Upon beneficiaries, persons who provide health 
service8, and the financing of the program. 

(b) The Secretary shall make a continuing 8tUdy of the operation 
and administrationof the insurance programs under part8 A and B, 
and shall transmit to the Congress annually a report concerning the 
operationof such programs. 

TITLE XIX-GRANTS TO STATES FORMEDICAL
 
ASSISTANCE PROGRAMS
 

Appropriation 

Sec. 1901. For the purpose Of enabling each State, as far as prac­
ticable under the conditions in such State, to furnish (1) medical 
assistanceon behalf of families with dependent children and of aged, 
blind, or permanently and totally disabled individuals, whose in­
come and resourcesare insufficient to meet the costs of necessary med­
ical services, and (2) rehabilitationand other services to help such 
families and individualsattain or retain capabilityfor independence 
or self-care, there is hereby authorized to be appropriatedfor each 
fiscal year a sum suffiient to carry out the purposes of this title. 
The sums made a'vailableunder this section shall be used for making 
payments to States w~hich have submitted, and hod approved by the 
Secretaryof Health, Education,and Welfare, State pknsfor medical 
assistance. 

State Plans for Medical Assistance 

Sec. 1902. (a) A State plan for medical assistance must­
(1) provide thatit shall be in effect in all politicalsubdivisions 

of the State, and, if administered by them, be mandatory upon 
them; 

(2) provide for financialparticipationby the State equal to not 
less than 40 per centum,of the non-Federalshare of the ex~pendi­
tures underthe plan with respect to which payments under section 
1903 are authorized by this title; and, effective July 1, 1,970, pro­
vide for financialparticipationby the State equal to all of such 
non-Federalshare; 

(3) provide for granting an opportunity for a fair hearing
before the State agency to any individualwhose claim for medical 
assistanceunder the plan is denied or is not acted upon with rea­
sonable promptness;

(4) provide such methods of administration(includingmethods 
relatingto the establishmentand maintenanceof personnelstand­
ards on a merit basis, exvcept that the Secretary shall exeercise no 



514 SOCIAL SECURITY AMENDMENTS OF 1965 

authoritywith respect to the 8election tenureof office, andcompen­
8atison of any individual enpio~ye~in accordance with such 
methods, and including provision for utilisation of professional 
medical personnel in. the administrationand, where administered 
locally, supervision of administrationof the plan) as are found 
by the Secretary to be necessary for the properand efficient oper­
ationof the plan;

(5) either provide for the establishment or designation of a 
single State agency to administer the plan, or provide for the 
establishmentor designationof a 8ingle State agency to supervise
the administrationof the plan, except that the determination of 
eligibility for medical assistanceunder the plan 8hall be made by
the State or local agency administeringthe State plan approved
under title I or XVI insofar as it relates to the aged; 

(6) provide that the State agency will make such reports, in 
such form and containingsuch information,as the Secretarymay
from time to time require, and comply with such provisions as 
the Secretary may from time to time find necessary to assure the 
correctness and verification of such reports;'

(7) provide safeguards which restrict the use or disclosure 
of information concerning applicants and recipients to purpOs0e
directly connected with thbe administrationof the pIan;

(8) provide that all individuals wishing to make application
for medical assistance under the plan shall have opportunity to 
do so, and that such assistance shall be furnished with reason­
ablepromptness to alleligibleindividuals; 

(9) (A) provide for the establishment or designationof a State 
authority or authoritieswhich shall be responsible for establish­
ing and maintainingstandardsfor private or public institutions 
in which recipientsof medical assistanceunder the plan may re­
ceive care or services; and 

(B) provide that, after June 30, 1967, the requirements under 
the standards established and maintained by such authority or 
authorities shall include any requirements which may be con­
tained in standardsestablished by the Secretary relating to pro­
tection againstfire and other hazards to the health and safety of 
individuals in such private or public institutions; 

(10) provide for making medical assistance available to all 
sndividualsreceivingaid or assistanceunderState plansapproved 
under titles I IV X XIV, and XVI; and.­

in (A) p;~ovio4 tkat (except as to care and services described 
inparagraph(4) or (14) Of section 1905(a)) the medical 

assistance made available to individuals receiving aid or 
assistanceunder any such State plan­

(i) shallnot be less in amount, duration,or scope than 
the medical assistancemade available to individuals re­
ceiving aidor assistance under any other such State plan, 
and 

(ii) shall not be less in amount, duration, Or scope
than the medicalor remedialcare andservicesmade avail­
able to individuals not receiving aid or assistance under 
any such plan; and 

(B) if medical or remedial care and services are included 
for any group of individuals who are not receiving aid or 
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as8istanoe 'under any such State plan and who do not meet 
the income and resources requirements of the one of 8uch 
State plane which is appropriate,as determined in accord­
ance with standard8 pescribed by the Secretary, provided

esicept as to care an servioes describedin paragraph(4) or 
~14) of section1905 (a))­

(i) for. making medical or remedial care and services 
available to all individual8 who'would, if needy, be eligi­
ble for aid or assistanceunder any 8uch Sate plan and 
who have insufflwient (a8 determined in accordancewith 
,comparable,standarrds) incmew and resoterces to mneet 
the costs of necessary medical.or remedial care and8erv­
ice, and 

(ii) that the medical or remedial care and services 
made available to all individuals not receiving aid or 
assistance under any such State plan shall be equal in 
amount,duration,and scope;

(11) provide for entering into cooperative, arrangementswith 
the State agencies responsible for administering or supervising
the administrationof healthservices andvocationalrehabilitation 
service in the State looking -toward maxeim~um utilization of 
such services in the provision of medical assistance under the 
plan;

(123) provide that, in determining whether an individual is 
blind, there shall be an ex~amination by a physician81eilled in the 
diseases of the eye or by an optometrist, whichever the individual 
may select; 

(13) provide for inclusion of som institutional and some 
noninstitutionalcare and services, and, effective July 1, 1967, pro­
vide (A) for inclusion of at least the care and services listed in 
clauses (1) through (5) of section 1905(a), and. (B) for payment
of the reasonable cost .(as determined in accordancewith stand­
ards approved b the Secretary and included in the plan) of 
inpatient hospitlserVices provided under theplan;

(14) provide that (A) no deduction, cost sharing, or similar 
charge will be iMPosed under the. plan on the individual with 
respect to inpatient hospital serVices furnished him under the 
plan, and (B) ~any deduction, cost shring, or similar charge
imposed under the plan with respect to any other medical assist­
ance furnishedhim thereunder,and any enrollment fee, premium, 
or similar charge imposed under the plan, shall be reasonably
related (-as -determinedin accordancewith standardsapprovedby
the Secretary and included in the plan) to the recipient'sincome 
or-his income andresources;, 

(15) in the case of eligible individuals65 years of age or old-err 
who are covered by either or both of the insuranceprograms es­
tablish~edby title XVIII, provide­

*(A) for meeting the full cost of any deductible imposed
with respect to any -suchindividualunder the insurancepro­
gramestablishedby partA of such title; and 

(B) where, under the plan,all of any deductible,cost hAm­
zngo similar charge imposed with, respect to any such in 
dividual under the insuranceprogram establishd 7 pr8 
of such title is not met, the portionthereof whihi e hl 
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be determined on a basis reasonably related (as determined 
in accordanceWith standards approved by the Secretary and 
included in the plan) to such individualIs income or his in­
come andresources, 

(16) providefor incLaion, to the ex~tent requiredby regulations 
prescrsbed by the Secretary, of provisions (conforming to such 
regulations) with respect to the furnishing of medical assistance 
under the plan to individuals who are residents of the State but 
are absent therefrom; 

(7) include reasonable standards (which shall be comparable
foraaIlroups) for determining elig-ibilit for and the ex~tent of 
mediccal assustance under the plan wih A are consistent with 

theobjctiesf tis itl, () povie fr tkin ito account 
onl suh icoe adrsouce asare asdeermnedinaccordance 

proved under titl 1,11I X, X ,orXVI) as woud not be dis­
regarded(or set aside for future ned) in determininghis eligibil­
ity for and amount of such aid or assistanceunder such plan, (Cl)
provide for reasonableevaluationof any such income or resources,
and (D) do not take into account the financial responsibility of 
any iniidualfor any applicantor recipient of assistance under 
the plan unless such applicantor recipient is such individual's 
spouse or such individual's child who is under age £1 or is blind 
or permanently and totally disabled; and pOvide for fiexibility
in the appplication of such standard wi hrrsetoinme by 
taking into account, ex~cept to the ex~tent prescribedby the Secre­
tary, the costs (whether in the form of insurance premiums or 
otherwise) incurred for medical care or for any other type of 
remedialcare recognisedunder State law; 

(18) provide that no lien may be imposed against the,property
of any individual prior to his death on account of medical as-­
sistance paid or to be paid on his behalf under the plan (ex~cept 
putrsuant to the,judgment of a court on account of benefits incor­
rectly paid on behalf of such individual), and that there shall be 
no adjustment or recovery (except, in the case of an individual 
who Was 65 years of age or olderwhen he received such assistance, 
from his estate, and then, only after the death of his surviving 
spouse, if any, and only at a time when he has no surviving child 
Who is under age 21 or is blind or permanently and totally dis­
abled) of any medical assistancecorrectly paid on behalf Of such 
individualunderthe plan;­

(19) provide such safeguardsas may be necessary to assure that 
eligibilityfor care and services under the plan will'be determined,
and such care and services will be provided, in a manner con­
sistent with simplicity of administrationand the best interests of 
the recipients; 

(20) if the State plan inclues medical assistance in behalf of 
zndividuals65 years of age or olderwho are patients in institutions 
formentaldiseases­

(A) provide for having in effect such agreements or other 
arrangementswith State authoritiesconcerned with mental 



SOCIAL SECURITY AMENDMENTrS OF 1965 517 

diseases, and, where appropriate,with such institutions,as 
may be necessary for carrying out the State plan, including 
ar'rangem~ent8 for joint planning and for development of 
alternate methods of care, arrangem~ent8providingassurance 
of immediate readmittance to institutions where needed for 
individuals under alternate plans of care, and arrangements 

provdinfo accss o ptiets and facilities, for furnishing 

(B) frrovde inividal lanfor each such patienta 
to asur tht istittioal areproidedto him is in histe 

best interests, including, to that end assurances.that there 
,will be initial and periodic review ofhis medical and other 
needs, that he will be given apprpite medical treatment 
within the institution, and tha heewill be a periodical 
determination of his need for continued treatment in the 
institution; 

(C) provide for the development of alternate plans of 
care, making maximusm utilization of available resources, 
for recipients 65 years of age or older who would otherwise 
need care in such institutions, including appropriatemedical 
treatment and other aid or assistance; for services referred 
to in section 3(a) (4) (A) (i) and (ii) or section 1603(a) (4) 
(A) (i) and (ii) which are appropriate for such recipients 
and for such patients; and for methods of administration 
necessary to assure that the responsibilitiesof the State agency 
under the State plan with respect to such recipients and such 
patientswill be effectively carried out; and 

(D) provide methods of determining the reasonable cost 
of institutionalcare for such patients;' 

(21) if the State plan includes medical assistance in behalf of 
individuals 65 years of age or -olderwho, are patients in public 
institutions for mental diseases, sho-w that the State is making 
satisfactoryprogresstoward developing andimplementing a com­
prehensive mental health program, including provision for utili­
zation of community mental health centers, nursing homes, and 
other alternatives to care in public institutionsfor diseases; and 

(Y22) include descriptions of (A) the kinds and numbers of 
professional medical personnel and supporting staff that will be 
used in the administrationof the plan and of the responsibilities 
they will have, (B) the standards,for private or public institu­
tions in which recipients of medical assistance under the plan 

may eceve cre r sevics, that will be utilized by the State 
authritorautoriiesresonsiblefor establishing and main­
taiingsucstndads,(C)the cooperative arrangementswith 

Stat helth genies nd tate vocational rehabilitationagencies 
entredint tomaximum utilization of and coordina­wih avie 

tion of the provision of medical assistance with the services ad­
ministered Or supervised by such agencies, and (D) other stand­
ards and methods that the State will use to assure that medical 
or remedial care and services provided to recipients of medical 
assistanceare of high quality.

Notwithstanding paragraph (5), if on January 1, 1965, and on the 
date on which a State submits its plan for approval under this title, 
the State agency which administeredor supervised the administration 
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of the plan of 8uch State approvedunder title X (or title XVI, in8ofar 
as it relate8 to the blind) was different from the State agency which 
administeredor supervised the administrationof the State plan ap­
proved under title I (or title XVI, imsofar as it relate8 to the aged), 
the State agency which administeredor supervised the administration 

of sch aprovdudertitleX (or title XVI, insofar as it relatesla 
to he lin) deigntedtoadministerOr supervise the adminis­m~ b 
strawnf te prtino th Stte planfor medical assistance u'hich 
relaes obindindvidalsandadifferent State agency may be e8tab­

lished or designated to adiiter or supervise the administrationof 
the rest of the State p lan frmdalassistance;and in such case the 
partof theplan.which ecsuhagencyadminmster8, or the administra­
tion of whwch each such agency 8UperV1~e8, shall be regardedas a sepa­
rate lan for prosesof this title (except for purposes of paragraph
(10)). n pr 

(b) The Secretary shall approve any plan which fulfills the con­
ditions specified in subsection (a), except that he shall not approve 
any plan which imposes, as a condition of eligibility for medical as­
sistanceunder the plaln~­

(1) an age requirement of more than65 years;or 
(2)effctveul 1,197, nyage requirement which excludes 

any ndiidul ataied he age of 21 and is or would,wo hs nt 
excette povisnsfr f scto 40(a)(2), be a dependent child 

(3) ayresienerequirementwhich eaxcludes any individual 
who rsesinthe State; or 

(4) any citizenship requirement which excludes any citizen of 
the United States. 

(c) Notwithstanding subsection (b), the Secretary shall not ap­
prove any State pa or medical assistance if he determines that the 

apprvaland 	 pertionof he plan uwill result in a reduction in aid or 
assitane uchof the aid or assistance as is provided(oherthanso 
forundrte panof he tat aprovedunder this title) provided for 

eigI ibe Vinivdul uneraIlao such,State approved under title I, 

Payment to States 

Sec. 1903. (a) From the sums appropriatedtherefor, the Secretary
(except as otherwise provided in this section and section 1117) shall 
pay to each State which has a plan approved under this title, for each 
quarter,beginningwith the quartercommencing January1,1966­

(1) an amount equal to the Federal medical assistance per­
centage 	(as defined in section 1905(b)) of the total amount ex­

pendd dringsuc edicl asistnceundrthe Statequateras 
plan(inludigependturs fr prmius uner artBof title 
XVII, orindvidal wh ar rcipcnt o moeypayments 
undr aStae lanappovdudertite , I, X XV, or XVI, 
and the snurace pemims or edicl o an oter type of 

(2) an amount equal to 75 prcentum.Of so much of the sums 
expended during such quarter (sfud necessary by the Secre­
tary for the properand effcient adiitrationof the State plan) 
as are attributableto compensation or training Of skilled profes­
sional medical personnel, and staff directly supporting such per­
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sonnel, of the State agency (or of the local agency administering 
the State planin the politicalsubdivision) ; plus 

(3) an amount equal to 500 per centum of the remainderof the 
amount8 expended during suc a'uarteras found necessary by the 
Secretary for the proper and efficient admoinistrationof the State 
plan.

(b) Notwithstanding the preceding provisions of this 8ectso7, the 
amount determined under such provisions for any State for any 
quarter which is attributable to expenditures with respect to indi­
vidual 65 years of age or older who are patients in institutions for 
mental diseases shall'be paid only to the extent-that-the State makes 
a showing satisfactory to the Secretary that total expenditures from 
Federal,State, and local sources for mental health services (includin 
payments to or in behalf of individualswith mental health problems 
under State and local public health and public welfare programs for 
such quarterexceed the average of the total expenditures from such 
sources for such services under such programs for each qaterof the 

ficlyear ending June 30, 1963. For purposso hs uscin 
expenditures for such services for each quarterin the fiscal year end­
ing June 30, 1965, in the case of any State shall be determined on the 
basis of the latest data, satisfactory to the Secretary, available to him 
at the time of the first determinationby him under this subsection for 
such State; and expendituresfor such services for any quarterbegin­
,ningafter December 31, 1965, in the,case of any State shall be deter­
mined on the basis of the latest data, satisfactory to the Secretary, 
available to him at the time of the determination under this subsection 
for such State for such quarter;and determinations so made shall be 
conclusive forpurposes of this subsection. 

(c) (1) If the,Secretary finds, on the basis Of satisfactoryinforma­
tion furnished by a State, that the Federalmedicalassistancepercent­
age for such State applicable to any quarterin the period beginning 
January 1, 1966, and ending with the close of June 30, 1969, is less 
than 1056 per centum of the Federalshare of medical expenditures by 
the State during the fisal year ending June 30, 1965 (as determined 
under paragraph (2i)), then 105 per centum of such Federal share 
shall be the Federalmedical assistancepercentage (instead of the per­
centage determined under section 1905(b)) for such State for such 
quarter and each quarter thereafter occurring in such period and 
prior to the first quarter with respect to which such a finding is not 
applicable.

(92) For purposes of paragraph (1), the Federalshare of medical 
expenditures by a State during the fiscal year ending June 30, 1965, 
means the percentagewhich the excess of­

(A) the total of the amounts determinedunder sections 3, 403, 
1003, 1403, and 1603 with respect to expenditures by such State 

durig s orassistanceunder its State plans ap­sch yar ai 
proeduner itesI, VXXIV, andXVI, over 

(B)thetotl o th aounts which would have been deter­
minedudrsc etoswt reset to such expenditures dur­

qn such year if expenditue asa or assistance in the form o 
medical or any other type of remedial care had not been counte, 

is of the total expenditures as aid or assistance in the form of medical 
or any other type of remedialcare undersuch plans duringsuch year. 
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(d) (1) Priorto the beginning of each quarter, the Secretary 8hall
estimate the amrount to which a State will be entitledundersubsections 
(a), (b), and (c) for 8Uch quarter,8uchestimat~esto be based on (A) a 
report filed by the State containing it8 estimate of the total sum to
be expended in 8uch qvuarter in accordancewith the provisionsof such
subsections, and stating the amount appropriatedor made available 
by the State and its political subdivisions for such expenditures in
8uch quarter,and if such amount is less than the State's proportionate
share of the total sum of such estimated expenditures, the source or 
sources from which the difference is expected to be derived, and (B)
such otherinvestigationas the Secretarymay find necessary.

( 2) The Secretary shall then pay to the State, in such installments 
as ftmay determine, the amount so estimated, reduced or increasedto 
the extent of any o'verpayment or underpayment which the Secretary
deternunes was made under this section to such State for anypro
quarter and with respect to which adjustment has not already been 
made under this subsection. 

(3) The pro ratashare to which the United States is equitably en­
titled, as determined by the Secretary, of the net amount recovered 
during any quarter by the State or any political subdivision thereof 
with resPect to medical assistancefurnishedunder the State plan shall
be considered an overpayment to be adjusted under this subsection.

(4) Upon the making of any estimate by the Secretary under this
subsection, any appropritions~available for payments under this sec­
tion shall be deeme 1r ~gated.

(e) The Secretary shall not make payments under the preceding
provisions of this section to any State unless the State makes a satis­
factory showing that it is making efforts in the-directionoj broaden-
in'g the scope Of the care and services made availableunder the plan
and in the, direction of liberalizing the. eligibility requirements for
medical assistance, with a view toward furnishing (on or before the
first day of the calendar quarter following the 40-calendar quarter
period beginning with the first calendarquarterfor which the plan
is effective) comprehensive care and services to substantially all in­
dividuals who meet the plan's eligibility standards with respect to
income and resources, including services to enable such individuals 
to attainor retainindependenceorself -Oare. 

Operation of State Plans 

Sec. 1904. If the Secretary, after reasonablenotice and opportunity
for hearing to the State agency administeri'ngor supervising the ad­
ministration of the State plan approved under this title, finds­

(1) that the plan has been so changed that it no longer com­
plies with the provisions Of section 1902; or 

(2) that in the administrationof the plan there is a failure to 
comply substantially with any such provision;

the Secretary shall notify such State agency that furth-er payments
'Wil not be made to the State (or, in his discretion, thatpayments will
be limited to categories under or parts Of the.State plan not affected 
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such 
failure). 
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Definitions 

Sec. 1905. For purposes Of this title­
(a) The termi "medical assistance" means pa~yment of part or all 

Of the cost Of the following care and services (if provided in or after 
the third month before the month in which the recipientmakes appli­
cation for assistance) for individuals who, except for section 406(a) 
(2), are (or would, if needy, be) dependent children under title IV 
(and are under the age of 21) or who are relatives specified in sec­
tion 406(b) (1) with 'whom 8uch children are living, or who are 65 
years of -ageor older, a-re blind, or are 18 years of age or older and 
Permanently and totally disabled, but whos8e income and resources are 
2nauffcient to meet all Of such Cost-­

(1) inpatient hospital services (other than services in an insti­
tution for tuberculosis Or mental diseases); 

(2) outpatienthospitalservices; 
(3) other laborato-ry andX-ray serviee8; 
(4) skilled 'nursin home services (other than services in an 

institutionfor tuberUloisor mental diseases) for individuals 21 
years of age -or-older and dental services for individuals under 
the age of 21 wehrfrihdi h fie h 

(5) py s'servwces, wehrfrihdi h fl h 
patient's home, a hospital, or a skilled nursing home, or else­
where;­

(6) medical care, or any other type of remedialcare recognized 
under State law, furnished by licensed practitionerswithin the 
scope of their practice as defined by State law; 

A healthcare servwces;)hme
8pivate duty nUr8?ing services;
 

(.9) clinicserVices;
 
(10) skilled nursing home servicesand dentalservices for other 

individuals; 
(11) physical therapyand relatedservices; 
(12) prescribed drugs, dentures, and prosthetic devices; and 

eyeglasses prescribed by a physician skilled in diseases of the eye 
or by an optometrist, whichever the individual may select; 

(13) other diagnostic, screening,preventive, and rehabilitative 
services; 

(14) inpatient hospitalservices and skilled nursing home serv­
ices in an institution for tuberculosis or mental disease; and 

(15) any other medical care, and any other type of remedial 
care recognized under State law, specified by the Secretary; 

except that such term~does not include­
(A) any such payments with respect to care or services for any 

individual who is an inmate of a public institution (except as a 
patientin a medical institution); or 

(B) any such payments with respect to care or servires for any 
individual who has not attained 65 years of age and who is a, 
patient in an institution for tuberculosis or mental diseases. 

(b) The term "Federalmedical assistancepercentage"for any State 
shall be 100 per centtsm less the State percentage; and the State per­
centage shall be that percentage which bears the same ratio to 45 per 
centum.as the square of the per capita income of such State bears to 
the square of the per capita income of the continental United States 
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(including Alaska) and Hawaii;execept that (1) the Federalmedical 
a85 stance percentage shall in no case be less than 50 per centum or 
more than83 per centum., and -(92) the Federalmedical assistanceper­
centage for Puerto Rico, the Virgin Islands, and Guam shall be 55 
per centum. The Federalmedical assistancepercentage for any State 
8hall be determinedandpromulgatedin accordancewith the provisions 
of subpjaragraph(B) of. section 1101(a) (8); exrcept that the Secre­
ta~ry 8hal promulgate suwh percentage as soon as possible after the 
enactment of this title, which promulgation shall be conclusive for 
each of the six,quarters in the period beginning January1, 1966, and 
ending with the Close,of June30, 1967. 

SOCIAL SECURITY AMENDMENTS OF 1960 

(Act of September 13, 1960) 

State and Local Governmental Employees 

Sec. 102.* * 

Certain Employees inthe State of California 

(k) (1) Notwithstanding any provision of section 218 of the-Social 
Security Act, the agreement with the St-ate of California heretofore 
entered into pursuant to such section may at the option of such State 
be modified, at any time prior to 1962, pursuant to subsection (c) (4)
of such section 218, so as to apply to services performed by any indi­
vidual who, on or after January 1, 1957, and on or before December 
31, 1959, was employed by such State (or any political subdivision 
thereof) in any hospital employee's portion which, on September 1, 
1954, was covered by a retirement system, but which, prior to 1960, 
was removed from coverage by such retirement system if, prior to 
July 1, 1960, there have been paid in good faith to the Secretary of 
the Treasury, with respect to any of the services performed by such 
idividual in any such position, amounts equivalent to the sum of the 
taxes which would have been imposed by sections 3101 and 3111 of 
the Internal Revenue Code of 1954 if such services had constituted 
employment for purposes of chapter 21 of such Code at the time they 
were performed. Notwithstanding the provisions of subsection (f)
of such section 218 such modification shall be effective with respect 
to (1) all services performed by such individual in any such position 
on or after January 1, 1960, and (2) all such services, performed before 
such date, with respect to which amounts equivalent to such taxes have, 
prior to the date of enactment of this subsection, been paid.

(92) Such agreement, as modified pursuant to paragraph (1), may 
at the option of such State be further modified, at any time prior to 
the seventh month after the month in which,this paragraphis enacted, 
so as to apply to services performed for any hospital affected by such 
earlier mod-ification by any individual who after December 31, 1959, 
is or was employed by such State (or any politicalsubdivisionthereof)~ 
Mnany position described in paragraph(1). Such modification shall 
be effective 'with respect to (A) all services performed by such in­
dividual in any such position on or after January 1, 19692,. and (B) 
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all euch eer'vuee, performed-before 8uch date, with respect to which 
amounts equivalent to the sum of the tazres which would have been 
imposed by sections 3101 and 3111 of the Internal Revenue (Codeof 
1954 if such 'services had constituted employment"for purposes of 
chapter 21 of 8UchCA(ode at the time they were perfored have, pri&1 
to the dateof the enactment of this paragraph,been paid. 

Employees of Nonprofit Organizations 

Sec. 	105. [ (b) (1) If­
[ (A) an individual performed service in the employ of an 

organization after 1950 with respect to which remuneration was 
paid before July 1, 1960, and such- service is expected from em­
ployment under section 210 (a) (8) (B) of the Social Security Act. 

[(B) such service would have constituted employment as de­
fined in section 210 of such Act if the requirements of section 3121 
(k) (1) of the Internal Revenue Code of 1954 (or corresponding
provisions of prior law) were satisfied, 

[(C) such organization paid before August 11, 1960, any
amount, as taxes imposed by sections 3101 and 3111 of the Internal 
Revenue Code of 1954 (or correponding provisions of prior law),
with respect to such remuneration paid by the organization to the 
individual for such service, 

[ D) such-individual (or a fiduciary acting for such individual 
or his estate, -or his, survivor (within the meaning of section 205 
(c) (1) (C) of the Social Security Act)) requests that such- re­
muneration be deemed to- constitute remuneration for employ­
ment for purposes of title II of the Social Security Act, and 

[(E) -the request is made in such form and mianner, and with 
such official, as may be prescribed by regulations made by the 
-Secretaryof Health, Education, and Welfare,

then, subject to the conditions stated in paragraphs (2), (3), and. (4),
the remuneration with-respect to which the amount has been paid as 
taxes shall be deemed to constitute remuneration for employment for 
purposes of title II -ofthe Social Security Act. 

[(2) Paragraph (1) shall not apply 'with respect to an individual 
unless the organization referred to in paragraph (1) (A) ­

[(A) on or 'before the date on which the-request described in 
paragraph (1) is made, has filied a certificate pursuant to section 
31215(k(1) of. the Internal Revenue Code 'of 1954 (or corre­
sponding provisions of prior law), or 

[(B) no longer has any individual in its employ for remunera­E(tion at the time such request is made. 
[3) Paragraph (1) shall not apply with 'respect to an individual 

who was in the employ of the organization referred to in paragraph
(2) (A) at any time during the 24-month period following the cal­
enda~r quarter in which the certificate was filed, unless the organiza­
tion paid an amount as taxes under sections 3101 and 3111 of the 
Internal Revenue Code of 1954 (or corresponding provisions of prior
law) with respect to remuneration paidby the organization to the 
employee during some portion of such 24-month period. 
in[(4) If credit*or refund of any portion of the amount referred toinparagraph (1) (C) (other than a. credit or refund which would 
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be allowed if the service constituted employment for purposes of 
chapter 21 of the Internal Revenue Code of 1954) has been obtained, 
paragraph (1) shall not apply with respect to the individual unless 
the amount credited or refunded (including any interest under section 
6611) is repaid before January 1, 1963. 

[(5) If­
[(A) any remuneration for service performed by an individual 

is deemed pursuant to paragraph (1) to constitute remuneration 
for employment for purposes of title II of the Social Security 
Act,

iA B) such individual performs service, on or after the date 
on which the request is made, in'the employ of the organization 
referred to in paragraph (1) (A), and 

[(C) the certificate filed by such organization pursuant to sec­
tion 3121(k) (1) of the Internal Revenue Code of 1954 (or cor­
responding provisions of prior law) is not effective with respect 
to service performed by such individual before the first day of 
the calendar quarter following the quarter in which the request. 
is made, 

then, for purposes of clauses (ii) and (iii) of section 210 (a) (8) (B)
 
of the Socia.l Security Act and of clauses (ii) and (iii) of section
 
3121(b) (8) (B) of the Internal Revenue Code of 1954, such individ­
ual shnll be deemed to have become an employee of such organization
 
(or to have become a member of a group described in section 3121
 
(k) (1) (E) of such Code) on the first day of the calendar quarter 
following the quarter in which the request is made.] 

(b) (1) If­
(A) an individuail performed service in the employ of an or­

ganizationwith respect to which rem~uneration was paid before 
thefirt th which the organizationdy o caendr quarter in 

fild a'wave of thecetifcae pr8'~at to section 31231(k) (1) 

IntenalReveue ode f 154,andsuch.8ervice i's excepted from
 

emplymet uner ectin 210(a) (8) (B) of the SocialSecurity
 

in(B) such service would have constitutedemployment as defined 
insection 2310 of such Act if the requirements Of section 31231(k) 

(1) of such Code were satisfied, 
.(C) such organizationpaid, on or before the due date of the 

tax returnfor the calendarquarterbefore the calendarquarterin 
which the organizationfiled a certificate pursuant to section 31931 
(k) (1) of such Code, any amount, as taxes imposed by sections 
3101 and 3111 of such Code, with respect to such remuneration 
)aid by the organizationto the individual for such service, 

(D) such individual,or a fiduciary acting for such individual 
or his estate, or his survivor (within the meaning of section 9305 
Yc) (1) (C) of such Act),I requests that Ruch remuneration be 

eemed to constitute remunerationfor employment for purposes
of title II of such Act, and 

(E) the request is made in such. form and manner, and with 
such, offialas a be prescribed by regulations made by the 
Secretary of~ eath, Education, and Welfare, 

then, subject to the conditions stated in paragraphs(23), (3), (4), and 
(5), the remunerationwith respect to which the amount has been paid 
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as taxee 8Wsal be deemed to constitute remuneration for employment 
for purposesof title Iiof such Act. 

(2) P aaragraph (1) shall not apply with respect to an individual 
unless.the organizationreferredto in paragraph.(1) (A), on or before 
the date on which the request describedin paragraph(1) is made, has 
fl~ed a certificatepursuant to section 3131 (7k) (1) of such Code. 

(3) Paragraph(1) shal not apply with respect to an individual 
who is employed by the orgariizationreferred to in paragraph (2) 
on the date the certificate is filed. 

(4) If credit or refund Of any portion of the amount referred to in 
paragraph (1) (C) (other than a credit or refund which would be 
allowed if the service constituted employment for pwrposes Of chapter 
31 of such, Code) has been obtained, paragraph (1) shall not appl'y 
with respoect to the individualunless th amount credited or refunded 
(including any interest under section 6611 of such Code) is repaid 
brefore January1, 1968, or, if later, the first day of the thirdyear after 
the year in which, the organizationfl~ed a certificate pursuant to sec­
tion3131 (Ak) (1) of such Code. 

(5) Paragraph (1) shall not apply to. any service performed for 
the organizationin a period for which a certificate fl~ed pursuant to 
section 3131 (k) (1) of such Code is not in effect. 

Computations and Recomputations of Primary Insurance 
Amounts 

See. 303.*** 

(g) (1) In the case of any individual 'who both was fully insured 
and had attained retirement age prior to 1961 and (A) who becomes 
entitled to old-age insurance benefits after 1960, or (B) who dies 
after 1960 without being entitled to such benefits, then, [not with­
standing the amendments made by the preceding subsections of this 
section,] notwithstandingthe amendmentsmade by,the precedingsub­
sections Of this section, or the amendments made by section 302 of the 
Social Security Amendments of 1965, the Secretary shall also com.­
pute such individual's piary insurance amount on the 'basis of such 
individual's average motly wage determined under the provisions 
of section 215 'of the Social Security Act in effect pr'ior to the enact­
ment of this Act with a closing date determined under section 215 
(b) (3) (B) of such Act as then in effect, 'but only if such closing date 
would have been applicable to such computation had this section not 
been enacted. If the pirimary insurance amount resulting from the 
use of such an average monthly wage is higher than the primary in­
surance amount resulting from the use of an average monthly wage 
determined pursuant to 'the provisions of sect-ion 215 of the Social 
Security Act, as amended by the [Social Security Amendments of 
1960,] Social Security Amendments of 1960, or (if such individual 
becomes entitled to old-age insurance benefits after 1965, or dies after 
1965 without becoming so entitled) as amended by the Social Security 
Amendments of 1965, such higher primary insurance amount shall be 
the individual's primary insurance amount for purposes of such sec­
tion 215. The terms used in this subsection shall have the meaning 
assigned 'to them by title II of the Social Security Act; except that 
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the terms "fully insured" and "retirement age" shall have the mean­
ing assigned to them 'by such title II as in effect on September 13,1960.

(2) Notwithstanding the amendments made by the preceding sub­
sections of this section, in the case of -anyindividual who was entitled 
(without regard to the provisions of section 223(b) of the Social Se­
curity Act) to a disability insurance benefit under such section 223 
for the month before the month in which he became entitled to an 
old-age insurance benefit under section 202 (a) of such Act, or in which 
he died, and such disabhility insurance benefit was based upon a pri­
mary ilisurance amount, determiined under the provisions of section 
215 of the Social Security Act in effect prior to the enactment of this 
Act, the Secretary shall, in applying the provisions of such section 
215 (a) (except paragraph (4) thereof), for purposes of determining
benefits payable under section 202 of such Act on the basis of such in-
dividual's wages and self-employment income, determine such indi­
vidual's average monthly wage under the provisions of section 215 
of the Social Security Act in effect prior to the enactment of this Act. 
The provisions of this paragraph shall not apply with respect to any
such individual, entitled to such old-age insurance benefits, (i) who 
appies, after 1960, for urecomputation, (-to which he is entitled) of 
his primary insurance amount under section 215(f ) (2) of such Act, 
or (ii) who dies after 1960 and meets the conditions for a recomputa­
tion of his primary insurance amount under section 215 (f ) (4) of such 
Act. 

SOCIAL SECURITY AMENDMENTS OF 1958 
(Act of August 28, 1958) 

Teachers in the State of Maine 
Sec. 316. For the purposes of any modification which might be made 

after the date of enactment of this Act and prior to [July 1, 1965,]
July 1, 1970, by the State of Maine of its existing agreement made 
under section 218 of the Social Security Act, any retirement system
of such State which covers positions of teachers and positions of other 
employees shall, if such State so desires, be deemed (~notwithstanding
the provisions of subsection (d) of such' section) to consist of a sepa­
rate retirement system with respect to the positions of such teachers 
land a separate retirement system with respect to the positions of such 
other employees; and for the purposes of this sentence, the term 
"teacher" shall mean any teacher, principal, supervisor, school nurse,
school dietitian, school secretary or superintendent employed in any
public school, including teaefhers in unorganized territory. 
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SOCIAL SECURITY AMENDMENTS OF 1956 

(Act of August 1, 1956) 

Advisory Council on Social Security Financing 

Sec. 116.*** 

((e) During 1963, 19662 and every fifth year thereafter, the Sece­
tary shall appoint an Advisory Council on Social Security Financing, 
with the same functions, and constituted in the same manner, as pre­
scribed in the preceding subsections of this section. Each such Coun­
cil shall report its findings and recommendations, as prescribed in sub­
section (d), not later than January 1 of the second year after the year 
in which it is appointed, after which date such Council shall cease to 
exist, and such report and recommendations shall be included in the 
annual report of the Board of Trustees to be submitted -tothe Congress 
not later than the March 1 following such January 1.] 

SOCIAL SECURITY AMENDMENTS OF 1954 
(Act of September 1, 1954) 

Increase in Benefit Amounts
 
Sec. 102.**
 

(f)*** 
(2) (A) The amendment made by subsection (b) (2) shall be ap-­

plicable only in the case of monthly benefits for months after August 
1954, and the lump-sum death payment in the case of death after 
August 1954, based on the wages and self-employment income of an 
individual (i) who does not become eligible for benefits under section 
202(a) of the Social Security Act until after August 1954, or (ii) who 
dies after August 1954, and without becoming eligible for benefits 
under such section 202(a), or (iii) who is or has been entitled to have 
his primary insurance amount recomputed under section 215(f ) (2) of 
the Social Security Act., as amended by subsection (e) (2) of this sec­
tion, or under subsection (e) (5) (B) of this section, or (iv) with re­
spect to whom not less than six of the quarters elapsing after June 1953 
are quarters of coverage (as defined in such Ator(v) who files an 
application for a disability determination whc saccep~ted as an 
application for purposes of section 216 (i) of such Act, or (vi) who dies 
after August 1954, and whose survivors are (or would, but for the 
provisions of section 215 (f) (6) of such Act, be) entitled to a recompu­
tation of his primary insurance amount under section 215 (f) (4) (A) 
of such Act, as amended by this Act. For purposes of the preceding 
sentence an individual shall be deemed eligible for benefits under sec­
tion 202 (a) of the Social Security Act for any month if he was, or 

49-643 0-65--t. 2-16 
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would upon filing application therefor in such month have been, en­
titled to such benefits for such month. 

[(B) In the case of any individual entitled to old-age insurance 
benefits under section 202(a) of the Social Security Act who was or, 
upon filing application therefor, would have been entitled to such 
benefits for August 1954, to whom subparagraph (A) is inapplicable, 
and with -respect to whom not less than six -of- the quarters elapsing
after June 30, 1953, are quarters of coverage, the Secretary of Health, 
Education, and Welfare shall, notwithstanding the provisions of sec­
tion 215 (f) (1) of the Social Security- Act, recompute the primary
insurance amount of such individual but only upon the filing of an 
application, after August 1954, by him or, if he dies without filing
such an application, bly any person entitled to monthly survivors 
benefits under section 202 of such Act on the basis of such individual's 
wages and self-employment income. Such recomputation shall be 
made in the manner provided in -section 215 of the Social Security
Act as in effect prior to the enactment of the Social Security Amend­
ments of 1960 for computation of such individual's primary insurance 
.amount, except that the provisions of subsection (f) of such section 
(other than paragraph (3) (C) thereof) shall not .be applicable for 
purposes of such computation, and except that his closing date, for 
purposes of subsection (b) of such section, shall be determined as 
though he became entitled to -old-age insurance benefits in the month 
in which he filed such application for recomputation or, if he died 
without filing such application, the month in which he died. Such 
recomputation shall be effective (i) if the application is filed by such 
individual, for and after the twelfth month before the month in which 
the application therefor was filed by such individual but in no case 
before the first month of the quarter which is such individual's sixth 
quarter of coverage acquired after June 30, 1953, or (ii) if such appli­
cation was filed by a person entitled to monthly survivors benefits un­
der section 202 of the Social Security Act on the basis of such individ­
uial's wages and self-employment income, for and after the first month 
for which such person was entitled to such survivors benefits. No 
such recomputation of an individual's primary insurance amount shOi~ 
be effective unless it results in a higher primary insurance amount for 
him ; nor shall any such recomputation of an individual's primary
insurance amount be effective if such amount has previously been 
recomputed under this subsection.] 

INTERNAL REVENUE CODE OF 1954 
SEC. 213. MEDICAI, DENTAL, ETC., EXPENSES 

(c) 	 Dri&FNrro-_s.-For purposes of this section­
[(1) The termn"medical care" means amounts paid­

-[(A) for the diagnosis, cure, mitigation, treatment, or pre­
vention. of disease, or for the purpose of affecting any struc­
ture or function of the body (including amounts paid for ac­
cident or health insurance), or 

[,(B) for transportation primarily for and essential to 
medical care referred to in subparagraph (A).] 
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(1) 	 The term~"medicalcare" means amounts paid­
(A) for the dia~gnosis, cure, mitigation,-treatment,or prne­

vention of disease, or for the purpose of affecting any 8tOUC­
ture orfunction of the body, 

(B~) f or transportationprimarilyfor and essentwal to med.. 
iclcarereferredto in subparagraph (A), or 

(C)for insurance (including amounts paid as premiums 
under part B of title XVIII of the SocialSecurity Act, relat­
ing to 8upplementary medical insurancefor the aged) cover­
ing medical care referred to in. subparagraps()adB.

(2) In the case of an insurance contractumder which amounts 
are payable for other than medical care referred to in 8ubpara­
graphs (A) and (B) of paragraph(1)­

(A) no amount shall be treated as paid for insurance to 
,whichparagraph (1))(C) applies unless the charge for such 
insurance is either separately 8tated in the contract, or fur­
nished to the policyholer by the insurance company in. a 
separatestatement, 

(B) the amount taken.into account as the amount paid for 
such insuranceshallnot exceed such charge,and 

(C) no amount shall be treated as paid for such insurance 
if the amount specified in the contract (or furnished to the 
policyholder by the insurance company in a separate state­
ment) as the charge for such insuranceis unreasonablylarge 
in relation to the total charges under the contract. 

(3) Subject to the limitationsof paragraph(i),,premiums paid 
during the taxeable year by a taxpayer before he attainsthe age of 
65 for insurance covering medical care (within the meaning of 
subparagraphs (A) and (B) of paragraph (1)) for the tax~­
payer, his spouse, or a dependent after the taxepayer attains the 
age of 65 shall be treated as erpenses paid during the taxable 
year for insurancewhich constitutes medical careif premiums for 
such insurance are payable (on a level payment basis) under the 
contractfor a period of 10 years or more or until the year in which 
the taxpayer attains the age of 65 (but in. no case for a period of 
le1Rs than 5 years). 

I(2)] (4) The determination of whether an individual is mar­
ried at any time during the taxable year shall be made in. accord­
ance with the provisions of section 6013 (d) (relating to determi­
nation of status as husband and wife). 

(g) 	 MAximum LimrrATION IF TAXPAYER OR SPOUSE [HAs ArrMNNED 
AGE 65 AND3 Is DISABLED.­
(1) SPECIAL RuLE.-Subject to the provisions of paragraph (2),

the deduction under this section shall not exceed­
(A) $20,000, if the taxpayer [has attained the age of 65 be-

fore the close of the taxable year and] is disabled, or if his 
spouse [has attained the age of 65 before the close of the tax-
ale year and] is disabled and if his spouse does not make a 

separate return for the taxable year, or 
(B) $40,000, if both the taxpayer and his spouse [have at­

tained the age of 65 before the close of the taxable year and] 
are disabled and if the taxpayer files a joint return with his 
spouse under sect-ion 6013. 
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(2) AxoUN¶'s TAKEN INTO AccouNT.-For purposes of para­
graph (1)­

(A) amounts paid by the taxpayer during the taxable year 
for medical care, other than amounts paid for­

(i) his medical care, if he [has attained the age of 65 
before the close of the taxable year and] is disabled, or 

(ii) the medical care of his sposif his spouse [has
attained the age of 65 before the cluoseeof the taxable year 
and] is disabled, shall be taken into account only to the 
extent that such amounts do not exceed the maximum 
limitation provided in subsection (c) which would (but 
for the provisions of this subsection) apply to the tax­
pa~yer for the taxable year; 

(B) if the taxpayer [has attained the age of 65 before the 
close of the taxable year and] is disabled, amounts paid by
him during the taxable year for his medical care shall be 
taken into account only to the extent that such amounts do 
not exceed $20,000; and 

(C) if the spouse of the taxpayer [has attained the a e Of 
65 before the close of the taxable year and]3 is dis led 
amounts paid by the taxpayer during the taxable year for the 
medical care of his spouse shall be taken into account. only to 
the extent that such amounts do not exceed $20,000. 

(3) MEANING oF DisABLED.-For purpose of paragraph (1), an 
individual shall be considered to be disabled if he is unable to 
engage in any substantial gainful activity by reason of any med­
icailly determinable physical or mental impairment which can be 
expected to result in death or to be of long-continued and indefi­
nite duration. An individual shall not be considered to be dis­
abled unless he furnishes proof of the* existence thereof in suchi 
form and manner as the Secretary or his delegate may require.

(4) DrERmINATION OF sTATus.-For purposes of paragraph 
(1), the determination as to whether the taxpayer or his spouse is 
disabled shall be made as of the close of the taxable year of the tax­
payer, except that -if-his spouse, dies during such taxable year 
such ;determination -shallbe made with respect to his spouse as of 
the time of such death. 

ESEC. 1401. RATE OF TAX. 
[In addition to other taxes,-there shall be imposed for each taxable 

year, on the self-employment income of every individual, a tax as 
follows: 

[(-1) in the case of any taxable year beginning after Decem­
ber 31, 1961 ,and before January 1, 1963, the tax shall be equal to 

4.7 ercnt ofthe self-employment income for suchf te aoun 

[(2 inthe f ay.taxable year beginn Incse after Decem­
ber 1, 962 an befre anury 1, 11966, th tax shall be equal to 

5.4 percent of the amount of th ef employmnent income for such 
taxable year;

[(3) in the case of any taxable year beginningf after Decem­
ber 31, 1965, and before January 1, 1968, th~e tax sAll be eq~ual to 
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6.2 percent of the amount of the self-employment income for such 
taxable year; and 

[(4) in the case of any taxable year beginning after Decem­
ber 31, 1967, the tax shall be eqa o69percent of the amount of 
the self -employment income for suhtxble year.] 

SEC. 1401. RATE OF TAX. 
(a) Old-Age, Survivors, and Disability Insurance.- In addition 

to other taxes, there 8shall be imposed for each taxable year, on the 
self-em ployment income of every individual, a tax as follow~s: 

(1) in the case of any taxable year beginning after December 
31, 1965, and before January 1, 1969, the tax shall be equal to 
5.8 percent of the amount of the self-employment income for such 
taxable year; 

(92) in the case of any taxable year beginning after December 
31, 1968, and before January 1, 1973, the tax shall be equal to 
6.7 percent of the amount of the self-employment income for 
such taxableyear;and 

(3) in the case of any taxable year beginning after December 
31, 19792, the tax shall be equal to 7.0 percent of the amount of the 
self-employment income for such taxable year. 

(b) Hospital Insurance.-In addition to the tax imposed by the 
preceding subsection, there shall be imposed for each taxable year, 
on the self-employment income of every#individual, a tax as follows: 

(1) in the case of any taxable year beginning after December 
31, 1965, and before January 1, 1967, the tax shall be equal to 
0.3925 percent of the amount of the self-employment income for 
such taxable year; 

(92) in the case of any taxable year beginning after December 
31, 1966, and before Jantury 1, 1971, the tax shall be equal to 
0.50 percent of the amount of the self-employment income for 
such taxable year; 

(3) in the case of any taxable year beginning after December 
31, 1970, and before January 1, 1973, the tax shall be equal to 
0.65 percent of the amount of the self-employment income for 
such taxable year;

(4) in the ca~se of any taxable year beginni~ng after December 
31, 19792, and before January 1, 1976, the tax shall be equal to 
0.60 percent of the amount of the self-employment income for 
such,taxable year; 

(5) in the case of any taxable year beginning after December 
31, 1975, and before January 1, 1980, the tax shall be equal to 
0.65 percent of the amount of the self-employment income for 
such taxable year; 

(6) in the case' of any taxable year beginning after December 
31, 1979, and before January 1, 1987, the tax shall be equal to 
0.75 percent of the amount of the self-employment income for 
such,taxableyear; and 

(7) in the case of any taxable year beginning after December 
31, 1986, the tax shall be equal to 0.85 percent of the amount of 
the self-employment income for such taxableyear. 

[Forpurposes of the tax imposed by this' subsection, the exclusion of 
employee representativesby section 14092(c) (3) shall not apply.] 
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SEC. 1402. DEFINITIONS. 

(a) NET EAjuqmoa FRox SELF-EKPLOYmET.­

(9) the term "possession of the United States" as used in sec­
tions 931 (relating to income from sources within possessions of 
the United States) and 932 (relating to citizens of possessions of 
the United States) shall -be deemed not to include the Virgin
Islands, Guam, or American Samoa,. 

If the taxable year of a partner is different from that of the partner­
ship, the distri~butive share which he is required to include in com­
puting his net earnings from self-employment shall be based on the 
ordinary income or loss of the partnership for any taxable year of 
the partnership ending within or with his taxable year. In the case 
of any trade or business which is carried on by an individual or by a 
partnership and in which, if such trade or business were carried on 
exclusively -byemployees, the major portion of the services would con­
stitute agricultural labor as defined in section 3121 (g) ­

(i)te ncse f a inividual, if the gross income derived 
by hm uch orbusiness is not more than [$1,800]fom rad 

$92400thernigs derived by himne romsef-employment
fromsuctrde r bsinss ayat his option, be deemed to'be 

66%/percent of such gross income; or 
(ii) in the case of an individual, if the gross income derived 

by him from such trade or business is more than [$1,8001 $2,400 
and the net earnings from self-employment derived by him from 
such trade or business (computed under this subsection without 
regard to this sentence) are less than [$1,200] $1,600, the net earn­
ings from -self-employment derived by him from such trade or 
business may, at his option, be deemed to be [E$1,200] $1,600; and 

(ivI)in the case of a member of a partnership, if his distribu­
tiv sare of the gross income of the partnership derived from 
such trade or business (after such gross income has -been reduced 
by the sum of all payments to which section 707(c) applies) is 
not more than [$1,800] $92400, his distributive share of income 
described in section 702 (a) (9) derived from such trade or business 
may, at his option, be deemed to be an amount equal to 66%/ 
percent of his distributive share of such gross income (after such 
gross incme has been so reduced) ;or 

(iv) in the ca-se of a member of a partnership, if his distribu­
tive share of the -gross income of the partnership derived from 
such trade or business (after such g1ross income has been reduced 
by the sum of all payments to which section 707(c) applies) is 
more than [$1,800] $2,400 and his distributive share (whether 
or not distributed) of income described in section 702(a) (9)
derived from such trade or business (computed -under this sub­
section without regard to this sentence) is less than [$1,200]
$1,600, his distributive share of income described in section 702 
(a) (9) derived from such trade or business may, at his option, 
be deemed tobe [$1,2001 $1,600.

For purposes of the preceding sentence, gross income means­
.(v) in the case of any such trae or business in which the 

income is computed under a cash receipts and disbursements 
method, the gross receipts from such trade or business reduced 
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*by the cost or other masistolf property which was purchased and 
sold in carrying on such trde or business, adjusted (after such 
reduction) in accordance with the provisions of paragraphs (1)
through (7) and paragrph (9) of this subsection; and 

(Vi) in the case of any such trade or business in which the 
income is comnputed under an accrual method, the gross income
from such trade or business, adjusted inacranc with the pro­
visions of paragraphs (1) through (7) and paragraph (9)fof
this subsection; 

and, for purposes of such sentence, if an individual (including a mem­
ber of a partnership) derives gross income from more than one such 
trade orbusiness, such gross income (including his distributive share 
of the gross income of any partnership derived from any such trade 
or business) shall be deemed to have been derived from one trade or 
busir~ess. 

(byISEmF-EMPLoyMENT INcomE.-The term "self-employment in­
come" means the net earnings from self-employment derived by an 
individual (other than a nonresident alien mdividual) during any
taxable year; except that such term shall not include-­

is(1) that part of the net earnings from self-employment which 
isin excess of­

(A) for any taxable year ending prior to 1955, (i) $3,600, 
minus (ii) the amount of the wages paid to such individual 
during the taxable year; and 

(B) for any taxable year ending after 1954 and before 
1959, (i) $4,200, minu's (ii) the amount of the wages paid 
to such individual during the taxable year; and 

(C) for any -taxable year ending after 1958 and before 
1966, (i) $4,800, minus (ii) the amount of the wages paid 
to such individual during the taxable year [: or]; and 

(D) for any tax~able year ending after 1965 (i) $6,600, 
minus (ii) the amount of the wages paid to such individual 
during the taxable year; or 

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

For purposes of clause (1), the term."wages" includes such remu­
neration paid to an employee for services included under an. agree­
ment entered into pursuant to the provisions of section 218 of -the 
Social Security Act (relating to coverage of State employees), or 
under an agreement entered into pursuant to the provisions of section 
3121 (1) (relating to coverage of citizens of the United States who are 
employees of foreign subsidiaries of domestic corporations, as would 
be wages under section 3121 (a) if such services constituted employ­
ment under section 3121(b). Anindividual who is not a citizen of 
the United States but Tvho is a resident of the Commonwealth of 
Puerto Rico, the Viri Islands, Guam, or American Samoa shall 
not, frproeofthi chapter be considered to be a nonresident 
alien individual. 

(c) TRADE oii BusiN~ss.-T~he term "trade or business", when used 
with reference to self-employment income or net earnings from self-
employment, shall have the same meaning as when. used in section 
162 (relating to trade or business expenses), except that such term 
shall not include­

(1) the performance of the functions of a public office; 
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(2) the performance of service-by an individual as an employee, 
other than­

(A) service described in section 3121(b) (14) (B) per­
formed by an individual who has attained the age of 18, 

(B) service described in section 3121(b) (16), 
(C) service described in section 3121 (b) (11), (12),. or 

(15) performed in the United States (as defined in section 
3121(e)(2))~by a citizen of the United States, and 

(D) service described in paragraph (4) of this subsection; 
(3) the performance of service by an individual as an employee 

or employee representative as defined in section 3231; 
(4) the performnance of service by a duly ordained, commis­

sioned, or licensed minister of a church in the exercise, of his 
ministry or by a member of a religious order in the exercise of 
duties required by such order; [or]

[(5 the performance of service by an individual in the exer­
cise of his profession as a doctor of medicine, or Christian Science 
practitioner or the performance of such service by a partnership.]

of(6) The performance Of ser-vice byanindividualin the,exercise 
ofhis profe88swn as a ChristiainScience practitioner[.3;.or 
(6) the performance Of service by an individual during the 

period for which an exemption under subsection (h) is effective 
with respect to him. 

[The provisions of paragraph (4) shall not apply to service (other
than service performed by a member of a religious. order who has 
taken a vow of poverty- as a member of such order) performed by an 
individual during. the period for which a certificate filed by such in­
dividual under subsection (e) is in effect. The provisions of para­
graph (5) shal not apply to service performed by an individual in the 
exercise of hsprofession as a Christian Science practitioner during
the period frwhich a certificate filed by him under subsection (e) 
is in effect.] The provisions of paragraph(4) or (6) shall not apply 
to service (other than servic peformed by a member of a religious 
order who has taken a vow of'poverty as a member of such order)
performed by an individual during the period for which a certificate 
filed by him, undersubsection (e) is in effect. The provisions of para­
graph (2) shall not have the effect of excluding cash tips received by 
an employee in the course of service -which constitutes employment 
under chapter 231, on his own behalf and not on behalf of another 
person, from "net earnings from self-employment";- except that (i) 
this sentence shall not apply in the case of tips which constitute re­
munerationfor employment under chapter 21, and (ii) in applying
subsection (a) with respect to tips to which this sentence is applicable, 
only the deductionsattributableto such tips shall be taken into account. 

46(d) EMPLOYEE AND WAGES.-The. term "employee" and the term 
"wages"' shall have the same meaning as when used in chapter 21 

~ sc.101anfolowngreating to Federal Insurance Contributions 

(e)MINsmis, EMBRSOF RELIGIOUS ORDERS, AND CHRISTIAN 

(1) WAIVER CERUiFICATE.-Any individual who is (A) a duly
ordained, commissioned, or licensed minister of a church or a 
member of a religious order (other than a member of a reli gious 
order who has taken a vow of poverty as a member of such order) 
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or (B) a Christian Science practitioner may file a certificate (in 
such form and manner, and with such official, as may be pre­
scribed by regulations made under this'chapter) certifying that 
he elects to have the insurance system established by title II of the 
Social Security Act [extended to service described in subsection 
(c) (4), or service described in subsection (c) (5) insofar as it 
relates to the performance of service by an individual in the 
exercise of his profession as a Christian Science practitioner, as 
the case may be, performed by him] extended to service described 
in subsection (c) (4) or (c) (5) pe'rforni~ed by him. 

(2) TIME FOR FILING CERTIFICATE.-Any individual who desires 
to file a certificate pursuant to paragraph (1) must file such cer­
tificate on or before whichever of the following dates is later; 
[ (A) the due date of the return (including any extension thereof) 
for his second taxable year ending after 1954 for which he has 
net earnings from self-employment (computed, in the case of 
an individual referred to in patragraph (1)( A), withu rear 
to subsection (c) (4), and, in the case of an individual referred 
to in paragraph (1) (B), without regard to subsection (c) (5) 
insofar as it relates to the performance of service by an indi­
vidual in the exercise of his profession as a Christian Science 
practictioner) of $400 or more, any part of which was derived 
from the performance of service described in subsection (c) (4), 
or from the performance of service described in subsection (c) 
(5) insofar as it relates to the performance of service by an indi­
vidual in t~he exercise of his profession as a Christian Science 
practitioner, as the case may be; or] (A) the due date of the 
return (including any exetension thereof) for his second taxeable 
year ending after 1954 for which he has net earnings from, self­
em~ploym-ent (computed without regardto subsections (c) (4) and 
(c (5) ) of $400 or more, any part of wvhich was derived from the 
perfornmnce of service described in subsection (c) (4) or (c (5) ; 
or (B) the due date of the return (including any extension 
thereof) for his second taxeable year ending after 1962. 

E(5 OPTrIONAL PROVISION FOR CERTAIN CERTIFICATES FILED ON OR 
BEFORE APRIL 15, 1962.-In any case where an individual has de­
rived earnings, in any taxable year ending after 1954 and before 
1960, from the performance of service described in subsection 
(c) (4), or in subsection (c) (5) (as in effect prior to the enact­
ment of this paragraph) insofar as it related to the performance 
of service by an individual in the exercise of his profession as 
a Christian Science practitioner, and has reported such earn­
ings as self-employment income on a return filed on or before 
the date of the enactment of this paragraph and on or before the 
due date prescribed for filing such return (including any exten­
sion thereof) ­

[(A) a certificate filed by such individual (or a fiduciary 
acting for sucl~ individual or his estate, or his survivor within 
the meaning of section 205 (c) (1) (C) of the Social Security 
Act) after the date of the enactment of this paragraph and 
on or before April 15, 1962, may be effective, at the election 
of the person filing such certificate, for the first taxable year 
ending after 1954 and before 1960 for which such a return 
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was filed, and for all succeeding taxable years, rather than
for the period described in paragrajph (3), and

C(B) a certificate filed by such individual on or before thedate, of the enactment of this paragraph which (but for this
subparagraph) is ineffective for the first taxable year ending
after 1954 and, before 1959 for which such a return was filed
shall be effective for such first taxable year, and for all suc­
ceeding taxable years, provided a supplemental certificate
filed by such individual (or a fiduciary acting for such indi-

is 

vidual or his estkte, or his survivor within the meaning of
section 205(c) (1) (C) of the Social Security Act) after the
date of the enactment of this paragraph and on or before
April 15,1962, g

but only if-
C[(i) the tax under section 1401 in respect of all such indi­vidual's self-employment income (except for underpayments

of tax attributable to errors made in good faith), for each
such year ending before 1960 in the case of a certificate
described in subparagraph (A) or for each such year ending
before. 1959 in the case of a certificate described in subpara­
graph (B), is paid on orbefore April 15,1962, and

[(ii), in any case where refund has been made of any such 
tax which (but for this paragraph) is an overpayment, the 
amount refunded (including any interest paid under section
6611) is repaid on or before April 15, 1962.

The provisions of section 6401 shall not apply to any payment or
repayment described in this paragraph.

[(6) CEuRTIFICATEi FILED BY FIDUCIARIES OR sURVIVORS ON OR BE­
FORE APRIL 15, 1962.-In any cas~e where an individual, whose death
has occurred -afterSeptember 12, 1960, and before April 16, 1962,
derived earnings from the performance of services described in
subsection (c) (4), or in subsection (c) (5) insofar as it relates 
to the performance of service by an individual in the exercise of
his profession as a Christian Science practitioner, a certificate 
may be filed after the date of enactment. of this paragraph, and on 
or before April 15, 1962, by a fiduciary, acting for such individ­
ual's estate or by such individual's survivor within the meaning
of section 205 (c) (1) (C) of the Social Security Act. Such certifi­
cate shall be effective for the period prescribed in paragraph
(3) (A) as if filed by the individual on the day of his death.]

(S') Optio'naZprovisionfor certaincertificates filed on or before
April 15, 19 67.-Notwithstanding any other provision of 'this 
section, in any ca-se where an individual has derived earnings in 
any taxsable year ending after 1954 from. th~e performnwce of serv­
ice described in subsection (c) (4), or in subsection (c) (5) insofar 
as it related to the perfownance Of service by an individualin the 
exrercise of his profession as a ChristianScilence practitioner,and 
has reportedsuch earnings as 8elf-employlment income on a return
filed on or befolre the due date prescribed for filing such return
(includingany exetension thereof)­

(A) a certificate filed by such individual on or before
April 15, 1965, which (but for this subparagraph)is ineffec­
tive for the first ta-cable year ending after 1954 for which 
such a return uwas filed shall be effective for such first taxcable 
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year and for all succeeding taxable years, provided a supple­
mental certificate is filed by such individual (or a fiduciary 
acting for such individualor his estate, or his survivorwithin 
the meaning of section 2305 (c) (1) (C) of the Social Security 
Act) after the date of enactment of this paragraphand on or 
before April15, 19672, and 

(B) a certificate filed after the date of enactment of this 
paragraphand on or before April 15, 1967, by a survivor 
(within the meaning of section 9205(c) (1) (C) of the Social 

Secrit fAt)uchan ndvidalwh died on or before 
Apri 15,196,ma be ffetive, at the election of the person 
filngucha ertficteorthefrst taxable year ending after 
1954forwhih sch reurnwasfl~ed and for all succeeding 

years,
but onlyif 

iThe tax under section 1401 in respect to all such mndi­
va' self-employment income (except for underpayments 

of tax attributableto errors made in good faith), for each 
such yeardescribedin subparagraphs A and (B), is paidon 
or before April 15,1967,and 

The provisions Of section 6401 shall not apply to any payment or 
repayment describedin this paragraph. 

(ii) in aycswhere refund has been made of any such 
tare which (but for this paragraph) is an overpayment, the 
amount refunded (including any interest paid under section 
6611) is repaidon or before April15,1967. 

The provisions of section 6401 shall not apply to any payment or 
repayment describedin this paragraph. 

(h) MEMBERS OF CERTAIN RELIiou~ns FAITHS.­
(1) EXEMPTION.-Any individual may file an application (in

such fo'rm and manner, and with such official, as may be prescribed 
by regulationsunder-thischapter) for an exemption from the tax 
?imposed by this chapterif he is a member of a recognized religious? 
sect or division thereof and is an adherent of established tenets 
or teachings of such sect or division.by reason of which he is con­
scientiousl6y opposed to acceptance of the benefits of any private 
or public insurance which makes payments in the event of death, 
disab~ility, old-age, or retirement or makes payments toward the 
cost of, or provides services for, medical care (including the bene­
fits of any insurance system, established by the Social Security 
Act). Such exemption may be grantedonly if the applicationcon­
tains or is accompanied by­

(A) such evidence Of such -individual'smembership in, 
and adherence to the tenets or teachingsof, the sect or division 
thereof as the Secretary or his delegate may requirefor pur­
poses of determining such individual's compliance with the 
precedingsentence, and 

(B) his waiver of all benefits and other payments under 
titles II and XVIII of the Social Security Act on the basis of 
his wages and self-employment income as well as all such 
benefits and other payments to him on the basis of the wages 
and self-employment income of any otherperson, 
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and only if the Secretary of Health, Education,and Welfare finds 

ta-(C.) such sect or division thereof has the established tenets 

or teachings referred to in the preceding sentence, 
(D) it is the practice,'and hs been for a period of time 

which he deems to be substantial,for members of such sect or 
division thereof to make provision for theirdependent mem­
bers which in his judgmlent-is reasonable in view of their 
generallevel of living, and 

-(E) such sect or division thereof has been in existence at 
all times since December 31,91950. 

An eempwn begratedto any individualif any benefitmy nt 
or the became pay­pamet rferedto in subparagraph(B) 
abl (o, bt or ecton 03or 2•22(b) of the Social Security Act. 
woul hav at or before the time of the filing ofbecme pyabl) 


such waier.
 
(2) TimE, FOR FILING AFIPLICATION.-For purposes of this sub­

section, an applicationmust be filed­
(A) In the case of an individual who has self -employ­

ment income (determined without regard to this subsection 
and subsection (c) (6)) for any taxable year ending before 
December 31, 1966, on or before April 16, 1966, and 

(B) in any.other case, on or before the time prescribedfor 
filng the'return (including any extension thereof) for the 

firsttaxableyear ending on or after December 31, 1966, for 
which he has,self-employment income (as so determined). 

(3) PERImOD FOR WHICH EXEMPTION EFFECTIVE.-An exemption 
granted to any individualpursuant to this subsection shall apply 
with respect to all taxable years beginning after December 31, 
1950, except that such exemption shall not apply for any taxable 
year­

(A) beginning (i) before the taxable year in which such 
individual first met the requirements of the -firstsentence of 
paragraph(1), or (ii) before the time as of which the Secre­
tar'y of Health, Education,and Welfare finds that the sect or 
division thereof of which such individual is a member met 
the requirement8,of subparagraphs (C) and (D), or 

(B) ending (i) after the time such individual ceases to 
meet the,requirements of the first sentence of paragraph(1), 
or (ii) after the time as of which the Secretary of Health. 
Education,and Welfare finds that the sect or division thereof 
of which he is a member ceases to meet the requirements of 
subparagraph(C) or (D).

(4) APPLICATION By FIDuciARIEs oR SuI~vivoRs.-In any case 
where an individualwho has self-employment income dies before 
the expirationof the time prescribedby paragraph(2) for filing 
an applicationfor exemption pursuant to this subsection, such an 
application may be filed with respect to such individual within 
such time by a fiduciary acting for such individual's estate or by 
such individual'ssurvivor-(within the meaning of section 205(c) 
(1)(C) of the Social Security Act). 
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[SEC. 3101. RATE OF TAX. 

[In addition to other taxes, there is hereby imposed on the income of 
every individual a tax equal to the following percentages of the wages
(as defined in section 3121(a)) received by him with respect to em­
ployment (as defined in section 3121(b) )­

[(1) with respect to wages received during the calendar year 
1962, the rate shall be 31/8 percent;

[(2) with respect to wages received during the calendar years
1963 to 1965, both inclusive, the rate shall be 35% percent;

-[(3) with respect to wages received'during the calendar years 
1966 to 1967, both inclusive, the rate shall be 41/8 percent; and 

-[(4) with respect to wages received after December 31, 1967, 
the rate shall be 45% percent.] 

SEC. 3101. RATE OF TAX. 

(a) OwD-AGE, SURVIVORS, AND DISABILITY INSUJRANCE.-In addition 
to other tames, there is hereby imposed on the income of every indi­
vidwzl a taxe equal to the following percentagesof the wages (as defined 
in section 3121(a)) received by him with respect to employment (a., 
deflned in sectwon (31921(b))­

(1) with respect to wages received during the calendar years 
1966, 1967, and 1968, the rate shall be 3.85 percent; 

(2) with respect to wages received during the calendar yars 
1969, 1970, 1971, and 1972, the rate shall be 4.45 percent;and 

(3) with respect to wages received afterDecember 31,1972, the 
rateshall be 4.9 percent. 

(b) HOSPITAL INSUTRANCE.-In addition to the tax imposed by the 
preceding subsection, there is hereby imposed on the income of every 
individual a tax,equal to the following percentages of the wages (as 
defined in seetio'n 3121(a)) received by him with respect to employ­
ment (as defined in section 3121(b) [but without regard to the pro­
visions of paragraph(9) thereofinsofaras it relates to employees])­

(1) with respect to wages received during the calendar year 
1966, the rate shall be 0.325 percent; 

(92) with respect to wages received during the calendar years 
1967, 1968, 1969 and 1970, the rate shall be 0.50 percent; 

(3) with respect to wages received during the calendar'years 
1971 and1972, the rate shall be 0.55 percent;

(4) with respect to wages received during the calendar years 
1973,1974,and1975, the rateshallbe 0.60 percent; 

(5) with respect to wages received during the calendaryears 
1976, 1977, 1978, and 1.979, the rate shall be 0.65 percent; 

(6) with respect to wages received during the calendaryears 
1980, 1981, 1982, 1983, 1984, 1985, and 1986, the rate shall be 0.75 
percent;,and 

(7) with respect to wages received after December 31, 1986, 
the rate shall be 0.85 percent. 

[SEC. 3111. RATE OF TAX. 

[In addition to other taxes, there is hereby imposed on every em­
ployer an excise tax, with respect to having individuals in his employ, 
equal to the following percentages of the wages (as defined in section 
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3121 (a)) paid by him with respect to employment (as defined in sec­
tion 3121 (b) )­

'[(1) with respect to wages paid during the calendar year 1962, 
the rate shall be 31/8 percent; 

[(2) with respect to wages paid during the calenda~ryearsl1963 
to 1965, both inclusive, the rate shall be 35%percent; 

[(3)~ with respect to wages paid during the calendar year[3s 1966 
to1967 both inclusive, the rate shall be 41/8_percent; and 
[(4) with respect to wages paid after December 31, 1967, the 

rate shall be 4%/ percent.] 

[SEC. 3111. RATE OF TAX. 
(a) Old-Age, Survivor8, and DisabilityInsurance.-Inaddition to 

other tax~e8, there is hereby imposed -on every -employeran~egeci.e taxe, 
with respect to having individualsin his employ, equal to the following 
percentages of the 'wages (as deflned in section 3121(a)) paid by him 
'Withrespect to employment (as defined in section3121(b))­

(1) with respect to 'Wages paid during the calendaryears 1966, 
1967, and 1968, the rate shall be 3.85 percent; 

(2) with respect to wages paidduring the calendaryears 1969, 
1970, 1971, and1972, the rate shallbe 4.45 percent;and 

(3) with respect to wages paid after December 31, 1972, the 
rateshall be 4.9 percent. 

(b) Hospital Insurance.- In addition to the tax~imposed by the 
preceding subsection, there is,hereby imposed on every employer an 
excise taxe, with respect to having individualsin his employ, equal to 
the following percentages of the wages (as defined in section 3121(a))
paid by him with respect to employment (as defined in section 3121 
(b)[, but without regard to the provisions of paragraph(9) thereof 
insofar as it relates to employees.])­

(1) with respect to wages paid during the calendar year 1966, 
the rateshall be 0.325percent;

(2) with respect to wages paid during the calendaryears 1967, 
1968, 1969 and 1970, the rate shall be 0.50 percent; 

(3) with respect to wages paid during the calendaryears 1971 
and 1972, the rateshall be 0.55 percent;

(4) with respect to wages paid during the calendaryears 1973, 
1974, and 1975, the rate shall be 0.60 percent; 

(5) with respect to wages paid during the calendaryears 1976, 
1977, 1978, and 1979, the rateshall be 0.65 percent; 

(6) with respect to wages paid during the calendaryears 1980, 
1981, 1982, 1983, 1984, 1985, and 1986, the rate shall be 0.75 per­
cent; 

(7) with respect to wages paid after December 31, 1986, the 
rateshallbe 0.85 percent. 
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Subtitle C-Employment Taxes 

CHAPTER 21-FEDERAL 	 INSURANCE CONTRIBUTIONS 
ACT 

SUBCHAPTER C-GENERAL PROVISIONS 

Sec. 3121. Definitions.
 
Sec. 3122. Federal service.
 
Sec. 3123. Deductions as constructive payments.

Sec. 3124. Estimate of revenue reduction.
 
[Sec. 3125. Returns in the case of of governmental emplo'yees in Guam, American
 

American Samoa.]
Sec. 3125. Returns in the case of governmental employees in Guam, American 

Samoa, and the District of Columbia. 
Sec. 3126. Short title. 

SUBCHAPTER C-GENERAL PROVISIONS 

SEC. 3121. DEFINITIONS. 
(a) WAGES.-For the purposes of this chapter, the term "wages" 

means all remuneration for employment, including the cash value of 
all remuneration paid in any medium other than cash; except that 
such term shall not include­

(1) that part of the rem/aneratiom which after remuneration 
(other than remuneration referred to in the succeeding para­
graphs of this subsection) equal to [$4,800] $6,600 with respect 
to employment has been paid to an individualby an employer dur­
ing any calendaryear, ispaid to such individualby 8ucA employer 
during such calendaryear. If an employer (hereimzfter referred 
to as successor employer) during any calendar year acquires sub­
stantially all the propertyused in a trade or business of another 
employer (hereinafterreferred to as a predecessor), or used in a 
se~parate unit of a trade or business of a predecessor',and imine­
diately after the acquisition.employs in his trade or business an, 
individual who immediately prior to the acquisition wa's em­
ployed in the trade or business of suc-h predecessor, then, for the 
purpose of deter-mining whether the successor employer has paid 
remuneration (other than remuneration refere to in the suc­
ceeding paragranhsof this subsection) with respect to employ­
ment equal to [$4,800] $6,600 to such individual during such 
calendar year, any remuneration (other than remuneration re­
ferred to in the succeeding paragraphsOf this subsection) with 
respect to employment paid (or considered under this paragraph 
as having been paid) to such individual by such predecessordur­
ing such calendaryear and prior to such acquisition shall be con­
sidered as having bee-n paid by such, successor employer [;3. If 
during any calendar year an employer which is a member of an 
affiliated group (as defined in section 1504 (a), but determined 
without regard to sections 1604 (b) and (c)) employs an indi­
vidual who during such calendaryear, and prior to,Ithe employ­
ment of such individual by such. member, was an employee of 
another member Of such. affiliated group, then, for the purpose 

of dterinin whther such member has paid remesneration 
(other than remuneation referred to in the succeeding para­
graphs Of this subsection) with respect to employment equal to 
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$6,600 to such individualduring 8UCft calendaryear, any remun­
eration (other than remuneration referred to in the succeeding 
paragraphsof this subsection) with respect to employment pid 
(or. considered under this paragraph,as having been paid) to 
such individual by such, other member of such affliated grou.
desring such calendar year, and p'rior to the employment of =u 
individual by such member, shall be considered as having been 
paid by such.member; 

(2) the amount of any payment (including any amount paid by 
an employer for insurance or annuities, or into -a fund, to provide 
for any such payment) made to, or on behalf of, an employee or 
any of his dependents under a plan or system established by an 
employer which makes provision for his employees generally (or 
for his employees generally'and their dependents) or for a class 
or classes of his employees (or for a class or classes of his em­
ployees and their dependents), on account of­

(A) retirement, or
 
~B)) sickness or accident disability, or
 

medical or hospitalization expenses in connection with 
sickness or accident disability, or 

(D) death; 
(3) any payment made to -an employee (including any amount 

paid by an employer for insurance'or annuities, or into a fund, to 
provide for any such payment) on account of retirement; 

(4) any payment on account of sickness or accident. disability, 
or medical or hospitalization expenses in connection with sick­
ness or accident disability, made by an employer to, or on behalf 
of, an employee after the expiration of 6 calendar months follow­
ing the last calendar month in which the employee worked for 
such employer;

(5) any payment made to, or on behalf of, an employee or his 
beneficiary­

(A) from or to a trust descri'bed in section 401 (a) which is 
exempt from tax under section 501(a) at the time of such 
payment unless such payment is made to an employee of the 
trust as remuneration for services rendered as such employee 
and not as a beneficiary of the trust, 

(B) under or to an annuity plan which, at the time of 
such payment, is a plan described in section 403(a), or 

(C) -under or to a bond purchase plan which, at the time 
of such payment, is a qualified bond purchase plan described 
in section 405 (a) ; 

(6) the payment by an employer (without deduction from the 
-remnunerationof the employee)­

(A) of the tax imposed upon an employee under section 
3101 (or the corresponding section of prior law), or 

(B) of any payment required from an employee under a 
State unemployment compensation law; 

(7) (A) 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 
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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 described 
in subsection (g) (5) ; 

(C) cash remuneration paid by an employer in any calendar 
quarter to an employee for service not in the course of the em-
ployer's trade or bus-iness, 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 "service not in 
the course of -the employer's trade or business" does not include 
domestic service in a private home of the employer and does not 
include service described- in subsection (g) (5) ; 

(8) (A) remuneration paid in any medium other -thancash for 
agricultural labor; 

(B) cash remuneration paid by an employer in any calendar 
year to an employee for agricultural labor unless (i) the cash 
remuneration paid in such year by the employer .to the employee
for such labor is $150 or more, or (ii) the employee performs agri­
cultural labor for the employer on 20 days or more during such 
year for cash remuneration computed on a time basis; 

(9) Any payment (other than vacation or sick pay) made to 
an employee after the month in which­

(A) in the case of a man, he ~attains the age of 65, or 
(B) in the case of a woman, she -attains the age of 62, 

if such ~employee-did not work for the employer in the period for 
which such payment is made; 

(10) remuneration paid by an employer in any calendar quar­
ter to an employee for service described in -subsection (d) (3) 
(C) (relating to home workers), if the-cash-remuneration paid in 
such quarter by the employer to the employee for such-service, is 
less than $50; or 

(11) remuneration paid to or on behalf of an employee if (and 
to the extent that) at the time of the payment of such remunera­
tion it is reasonable to believe that a corresponding deduction is 
allowable under section 217. 

(b) EXPLOYMENT.-For purposes, of this chapter, the term "em­
ployment" means any service performed -after 1936 and prior to 1955 
which was employment for purposes of subchapter A of chapter 9 of 
the Internal Revenue Code of 1939 under the law applicable to the 
period in which such service was performed, and any service, of what­
ever nature, performed after 1954 either (A) by an employee for the 
person employing him, irrespective of the citizenship or residence of 
either, (i) within the United States, or (ii) on or in connection with 
an American vessel or American aircraft under a contract of service 
which is entered into within the United States or during the perform­
ance of which and while the employee is employed on the vessel or 
aircraft it touches at a port in the United States, if the employee is 
employed on and in connection with such vessel or aircraft when out­
side the United States, or (B) outside the United States by a citizen 
of the United States as an employee for an American employer (as
defined in subsection (h)) ; except that, in the case of service per­
formed after 1954, such term shall not include-­

(1) service performed by foreign agricultural workers (A) 
under contracts entered into in accordance with title V of the 
49-043 0-45--pt. 2-- 17 
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Agricultural Act of 1949, as amended (65 Stat. 119; 7 U.S.c. 
1461-1468), or (B) lawfully admitted to the United States from 
the Bahamas, Jamaica, and the other British West Indies, or 
from any other foreign country or possession thereof, on a tem­
porary basis to perform agricultural labor; 

(2) domestic service performed in a local college club, or local 
chapter of a. college fraternity or sorority, by a student who is 
enrolled and is regularly attending classes at a school, college, or 
univest 

(3)ve(A)7 service performed by an individual in the employ of 
his spouse, and service performed by a child under the age of 21 
in the employ of his father or mother; 

(B) ervceot i th corse of the employer's trade or busi­
nes, o doestc srvie i a riate home of the employer, per­
foredy a iniviualin eemploy of his son or daughter;

erfomedby 
a vessel not an Amrcan vessel, or on or in connection with an 
aircraft not an American aircraft, if (A) the individual is em­
ployed on and in connecti on with such vessel or aircraft, when 
outside the United States and (B) (i) such individual is not a 
citizen of the United States or (ii) the employer is not an Amer­
ican employer;

(4) ervce n idividual on or in connection with 

(5) service performed in the employ of any instrumentality 
of the United'States, if such instrumentality is exempt from the 
tax imposed by section 3111 by virtue of any provision of law 
-which specifically refers to such section (or the corresponding 
section of prior law) in gating such exemption;

(6) (A)~service rormed. mnthe employ of the United States 
Or in the employ of any instrumentality of the United States, if 
such service is covered by a retirement system established by a law 
of the United States; 

(B)sericeperormd b anindividual in the employ of an 
instumetalty f te Uite Sttesif such -an instrumentality 

was xemp frm th ta impsedby section 1410 of the Internal 
Reveueodeof 939on ecemnber 31, 1950, -and if such service 

is covered by a retirement system established 'by such instru­
mentality; except that the provisions of this subparagraph shall 
not be applica~ble t>-­

(i service performed in the em bly of a corporation 
which is wholly owned 'by the United States; 

(ii) service performed -in the employ of a Federal land 
bank, a Federal intermediate credit bank, a bank for coo 1p­
eratives, a Federal land bank association, a production credit 
association, a Federal Reserve Bank, a F:Jeral Uh0ome Loan 
Bank, or a Federal Credit Union; 

(iii) service performed in the employ of a State, county, 
or community committee under the Commodity Stabilization 
Service;

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

(v) service performed by a civilian employee, not compen­
sated from funds appropriated -by the Congress, in the Coast 
Guard Exchanges or, other activities, conducted by an instru­
-mentality of the United States subject to the jurisdiction of 
-the Secretary of the Treasury, -atinstallations of the Coast. 
Guard for the comfort, pleasure, contentment and mental 
and physical improvement of personnel of the Noast Guard; 

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

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

i)in the legislative branch; 
~fiii) mna penal institution of the United States by an 
inmate thereof; 
(iv) by any individual as an employee included under 

section 2 of the Act of August 4, 1947 (relating to certain 
interns, student nurses, and other student employees of hos­
pitals of the Federal Government; 5 U.S.C., sec. 1052), other 
than a" a mzedical or dental intern or a medical or dental 
Mi8d,ent in training;

(v) by any individual as an. employee serving on a tempo­
rary basis in case of fire, storm, earthquake, flood, or. other 
similar emergency; or 

(vi) by any individual to whom the Civil Service Retire­
ment Act does not apply because such individual is subject 
to another retirement system (other than the retirement 
-systemof the Tennessee Valley Authority) ; 

(7) service performed in the employ of a State, or any politi­
cal subdivision -thereof,or any instrumentality of any one or more 
of the foregoing which is wholly owned thereby, except that this 
paragraph shall not apply in -thecase of­

(A) service which, under subsection (j), constitutes cov­
ered transportation service, [or] 

(B) service in the employ of -the Government of Guam 
or the Government of American Samoa or any political sub­
division thereof, or of any instrumentalityo any one or 
more of the foregoing which is w~holly owned thereby, per­
formed by -anofficer or employee thereof (including a mem­
ber of the legislature of any such Government or political 
subdivision),- and, for purposes of this title with respect to 
the taxes imposed by this chapter­

(i) *any person whose service as such an officer or em­
ployee is not covered by a retirement system established 
by a law of the United States shall not, with respect to 
such service, be regarded as an employee of the United 
States or -any agency or instrumentality thereof, and 

(ii) -the remuneration for service described in clause 
(i) (including fees paid to a public official) shall be 
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deemed to -have been paid by the Government of Guam 
or the Government of American Samoa or by a political 
subdivision thereof or an instrumentality of any one or 
more of the foregoing -which is wholly owned thereby, 
whicheve is aypropriate[ -3, or 

,~Co 8erbia porfayrmed in t4 employ of the District of 
Combi oranyinstrwmentality which i~s wholly owned 

thereby, if such service is nOt cove-red by a retirement system 
establishe by a la'w of the United States; exrcept that the 
provis on of this subparagraphshall not be applicable to 
ser-vice performed-­

(i) in a hospital or penal institutionby a patient or 
inmate thereof; 

(ii) by any individualas an employee i~wluded under 
section 92of th Act of August 4,1947 (relatingto certain 
internrs, student nturses, and other student employees Of 
ho~spitals of the District of Columbia Government; 5 
US.C. 10592), other than as a medical or dental intern or 
as amedicalor dentalresidentin training; 

(iii) by any individual as an employee serving on a 
temporary basis in case of fire, storm,, snow, earthquake, 
,foodor other similaremergency; or 

(iv) by a member of a board, committee, or council 
of the Districtof Columbia,paid on a per diem, meeting 
orotherfee basis; 

(8) (A) service performed by a duly ordained, commissioned, 
or licensed minister of a church in the .exercise of his ministry or 
by a member of a religious order in the exercise of duties required 

(B) ervce inthe employ of a religious, charitable,erfrme 
eductioal, r oher rgaization described in section 501 (c) (3) 
whic isexept fom ncoe tax under section 501 (a), but this 

suprarp sal not apytsevcprfmdduigthe 
perio fo hch a certificae fie usattuscin()(or 
the corresponding subseto fpirla) si fetif such 
service is performed by an emplye 

(i) whose signature apper onthe list filed by such orga­
nization under subsection (k) (or the corresponding subsec­
tion of prior law),' 

(ii) who became an employee of such organization after 
the calendar quarter in which the certificate (other than a 
certificate referred to in clause (iii) ) was filed, or 

(iii) who, after the calendar quarter in which the certificate 
was filed with respect to a group described in section 3121 
(k) (1) (E), became a member of such group, 

except that this subparagraph shall apply. with respect to service 
performed by an employee as a member of a group described in 
section 3121 (k) (1) (E) with respect to which no certificate is 
in effect; 

(9) service performed by an individual as an employee or 
emprloyee, representative as defined in section 3231; 

(10) (A) service performed in any calendar quarter in the 
employ of any organization exempt from income tax under sec­
tion 501 (a) (other than an organization described in section 
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401 (a) ) or under section 521, if the remuneration for such service 
is less than $50; 

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

(11) service performed in the employ of a. foreign government
(including service as a consular or other officer or employee or a 
nondi plomnatic representative) ; 

(12) service performed in the employ of an instrumentality 
wholly owned by a foreign government­

(A) If the service of a character similar to that performed 
in foreign countries by employees of the United States Gov­
ernment or of an instrumentality thereof; and 

(B) If the Secretary of State, shall certify to the Secre­
tary that the foreign government, with respect to whose in­
strumentality and employees thereof exemption is claimed, 
grants an equivalent exemption with respect to similar serv­
ice performed in the foreign country by employees of the 
United States Governmnent and of instrumentalities thereof; 

(13) service performed as a student nurse in the employ of a 
hospital or a nurses' training school by an individual who is en­
rolled and is regularly attending classes in a nurses' training 
school chartered or approved pursuant to State law; [and service 
performed as an interne in the employ of a hospital by an indi­
vidual who has completed a 4 years' course in a medical school 
chartered or approved pursuant to State law;3 

(14) (A) service performed by an individual under the age of 
18 in the delivery or distribution of newspapers or shopping news, 
not including delivery or distribution to any point for subsequent 
delivery or distribution; 

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

(15) service performed in the employ of an international 
organization;

(16) service performed by an individual under an arrangement 
with the owner or tenant of land pursuant to which­

(A) such individual undertakes to produce agrcultura 
or horticultural coimnodities (including livestock, bees, poul­
try, and fur-bearing animals and wildlife) on such land 

()the agricultural or horticultural commodities pro­
duce by such individual, or the proceeds therefrom, are to 
be divided between such individual and such owner or tenant, 
and 

(C) the amount of such individual'7s share depends on 
the amount of the agricultural or horticultural commodities 
produced; 
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intheempoy of an 
formdi ()an qurte duingany part of which such orga­
niztioisregsteedor her isineffect a final order of the Sub­

veriveActvites ontolBoard requiring such organization to 
regiter heunerIteral ecuityAct of 1950, as amended., as 
a Cmmuistacton rgaizaion .aCommunist-front organiza­
tio, o a 

(17 sevic 	 organization which is per­

ommnis-iniltate oraniation, and (B) after June 
30, 1956; 

(18) service performed in Guam by a resident of the Republic 
Of the Philippines while in Guam on a temporary basis as a non­
immigrant alien admitted to Guam pursuant to section 101(aj
(15) (H) (ii) of the Immigration and Nationality Act (8 U.S.C. 
1101 (a) (15) (H) (ii)) ; or 

(19) service which is performed by, a nonresident alien indi­
vidtual for the. period he is temporailty present in the United 
States as a nonimmigrant under subparagraph (F) or (J) of sec­
tion 101 (a) (15) of the Immigration and Nationality Act, as 
amended, and_ which is erforedto carry out the purposes speci­
fied in subparagraph ()or (J), as the case may be. 

(k) EEM[PTrIoN OF RiuGxIOUS, CHARITABIX, AND CERTAIN OTrMM 
ORGANIZ.ATIONS.­

(1) 	 WAIVER OF EXEMPTION BY ORGANIZATION.­
is(A) An organization described in section 501 (c) (3) which 
isexempt from income tax under section 501 (a) may ifile a 

certificate (in such form and manner, and with such official, 
as may be prescribed by regulations made under this chapter) 
certifying that it desires to have the insurance system estab­
lishedt by title II of the Social Security Act extended to 
service performed by its employees. Such certificate may
be filed only if it is accompanied by a list containing the 
signature, address, and social security account number (if
any) of each employee (if any) who concurs in the filing 
of the certificate. Such list may be amended at any time prior 
to the expiration of the twenty-fourth month following the 
calendar quarter in which the certificate is filed by filing with 
the prsrbdofca upeetllist or lists containing
the sintrades n oilsecurity account number (if
any) fec diinlepoe who concurs 'inthe filing of 
the cetfct.Tels n n upeetllist shall be 
filed in such form admanner as mab rsrbdby regula­
tions made under this chapter.

(B) The certificate shall be in effect (for purposes of sub­
section (b) (8) (B) and for p roses of section 210(a) (8) (B)
of the Social Security Act)"for the period bennnn with 
whichever of the following may be designated by the orga­
nization: 

(i) the first day of the calendar quarter in which the 
certificate is filed. 

(ii) the first day of the calendar quarter succeeding
such quarter, or 

[(iii) the first day of any calendar quarter preceding 
the calendar quarter in which -thecertificate is filed, ex­
cept that, in the case of a certificate filed prior to January 
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1, 1960, such date may not be earlier than January 1, 
1956, and in the case of a certificate filed after 1959, such 
date may not be earlier than the first day of the fourth 
calendar quarterp receding the quarter ing which such 
certificate is filedj 

(iii) the first dfay of any calendarquarter preceding 
the calendar quarter in which the certiflcate i8 fl~ed, ex'­
cept that 8uch date mnay not be earlierthan the first day 
of the twentieth calendar quarterpreceding the quarter 
in which such certificatei8 filed. 

(C) In the case of service performed by an employee whose 
name appears on a supplemental list filed after the first month 
following the calendar quarter in which the certificate is filed, 
the certificate shall be in effect (for purposes of subsection 
(b) (8) (B) and for purposes of section 210(a) (8) (B) of the 
Social Security Act) only with re~pect' to service performed
by such individual for the period beginning with the first 
day of the calendar quarter mn which such supplemental list 
is filed. 

(D) The period for which a certificate filed pursuant to 
'this subsection or the corresponding subsection of prior law 
is effective may be terminated by the organization, effective 
at the end of a calendar quarter, upon giving 2 years' advance 
notice in writing, but only if, at the time of the receipt of 
such notice, the certificate has been in effect for a period of 
not less than 8 years. The notice of termination may be 
revoked by the organization by giving, prior to the close of 
the calendar quarter specified in the notice of termination, 
a written notice of such revocation. Notice of termination 
or revocation thereof shall be filed in such form and manner,
and with such official, as may be prescribed by regulations
made under this chapter.

(E) If an organization described in subparagraph (A)
employs both individuals who are in positions covered by a 

pensonannityretremnt, r smilr fud o sytemes­
tabishd 'y aStae bya oliica thref ando sudivsio 
indiidulsho ae nt i suc poitins, he rgaization 
shal dvie is rous.Onemplyes itotwosearae 
grou shll onsit o al empoyes wo ar inpostios cov­
eredby ucha r sste an ar meber ofsuchfnd (i

fund osytmor(ii) are not members of such fund or sys­
tem butaeeibl to become members thereof; and the other 
group hll oss of all remaining employees. An orga­
nization which has so divided its employees into two groups 
may file a certificate pursuant to subparagraph (A) with 
respect -tothe employees in either group, or may file a separate
certificate pursuant to such subparagraph with respect to the 
employees in each group.

(F) An organization which filed a certificate under this 
subsection after 1955 but prior to the enactment of this sub­
paragraph may file a request at any time before 1960 to have 
such certificate effective, with respect to the service of in­
dividuals who concurred in the filing of such certificate (ini­
tially or through the filing of a supplemental list) prior to 
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enactment of this subparagraph and who concur in the filing 
of such new request, for te period beginning with the first 
day of any calendar quarter preceding the first calendar 
quarter for which it was effective and following the last 
calendar quarter of 1955. Such request shall be filed with 
such official and in such form and manner as may be pre­
scribed by regulations made under this chapter. If a request
is filed pursuant to this subparagraph­

(i) for purposes of computing interest- and for pur­
poses of section 6651 (relating to addition to tax for 
failure, to file tax return), the due date for the return 
and payment of the tax for any calendar quarter result­
ing from the filing of such request shall be the last day 
of the calendar month following the calendar quarter 
in which the request is filed; and 

(ii) the statutory period for the assessment of such 
tax shall not expire before the expiration of 3 years 
from such due date. 

(G) If a. certificate ifiled pursuant to this paragraph is 
effective for one or more calendar quarters prior to the quar­
ter in which the certificate is filed, then­

(i) for purposes of computing interest and for pur­
poses of section 6651 (relating to addition to tax for 
failure to file tax return), the due date for the return 
and payment of the tax for such prior calendar quarters
resulting from-the filing of such certificate shall be the 
last day of the calendar month following the calendar 
quarter in which the certificate is ified;- and 

(ii) the statutory period for the assessment of such 
tax shall not expire before the expiration of 3 years from 
such due date. 

(H) An organizationwhich file8 a certificateunder sub­
paragraph(A) before 9166 may amend such certificate dur­
ing&1965 or 1966 to make the certificateeffective with the (l8t 
day of any calendarquarterpreceding the quarterfor which 
such certificate originally became effective, exscept that such 
date may not be earlier thain the first day of the twentieth 
calendar quarter preceding the quarter in which such cer­
tificate is so amended. If an organization amends its cer­
ti ate pursuant to the preceding sentence, such'amendment 
shal be effective with respect to the service of individuals 
who concurred in the filing of such certificate (initially or 
throuhthe filing of a supplemental list) and who concur in 
the ifilig ofesuch amendmnt. An amendment to acertificate 
fiedpursuant to this subparagraphshall be filed with such 
o,7lia and in such form and manner as may be prescribed
by regulationsmade under this chapter. If an amendment 
is fl~ed,pursuantto this subparagraph­

(i) 	for purposes Of computing interest and for pu/r­
poss o setio 661 (elting to addition to taxt for 
faiuretofil ta~ etun)the due date for the return 
andpayentof he a~vforanycalendar quarterresult­
ingfroth fiingof uchan amendment shall be the 
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last day of the calendar nwnth&following the. calendar 
quarter in which the amendment is Pied; and 

(ii) the 8tatutory period for the asseMsmnt Of such 
taco shall not exopire before the expiration of three years
from such due date. 

(2) TERmiNATION OF WAIVER PERIOD BY SECRETARY OR HIS DELE­
GATE.-If the Secretary or his delegate finds that any organi­
zation which filed a certificate pursuant to this subsection or the 
corresponding subsection of prior law has failed to comply sub­
stantially with the requirements applicable with respect to -the 
taxes imposed by this chapter or the corresponding provisions of 
prior 	law or is no longer able to comply with the requirements 

applcabe espct taxes imposed -by this chapter, thewth o te 
Secrtar shll not lessorhisdelgat ivesuch organization 
than60 n witig that the-period covered'by s'advncenotce 

suc cetifcat 
wil trmiateat heend of the calendar quarter 

specified in such notice. Such notice of termination may be re­
voked by the Secretary or his delegate -bygiving, prior to -theclose 
of the calendar quarter specified in the notice of termination, 
-writtennotice of such revocation to the organization. No notice 
of termination or of revocation thereof shall be given under this 
paragraph to an organization without the prior concurrence of 
the Secretary of Health, Education, and Welfare. 

(3) NO RENEWAL OF WAMvR.-In the event the period covered 
by a certificate filed pursuant to this subsection or the correspond­
ing subsection of prior law is terminated by the organization, no 
certificate may again be filed by such organization pursuant to 
this subsection. 

SEC. 3122. FEDERAL SERVICE. 
In the case of the taxes imposed by this chapter with respect to 

service performed in the employ of the United States or in the employ
of any instrumentality which is wholly owned by the United States, 
including service, performed as a member of a uniformed service, 
to which the provisions of section 3121 (in) (1) are applicable, and 
including service, performed as a volunteer or volunteer leader within 
the meaning of the Peace Corps Act, to which the provisions Of 
section 3121(p) are applicable, the determination whether an indi­
vidual has performed service which constitutes employment as de­
fined in section 3121(b), the determination of the amount of remunera­
tion for such service which constitutes wages as defined in section 
3121 (a), and the return and payment of the taxes imposed by this 
chapter, shall be made by the head of the Federal agency or instru­
mentality having the control of such service, or by such agents as 
such hea ma esignate. The person making such return may, for 
convenience of administration, make payments of the tax imposed un­
der section 3111 with respect to such service without regard to the 
[$4,8003$6,600 limitation in section 3121(a) (1'), and he shall not be re­
quired to obtain a refund of the tax paid under section 3111 on that part 
of the remuneration not included mn wages by reason of section 3121 
(a) (1). Payments of the tax imposed under section 3111 with re­
spect to service, Per-formed by an individual as a member of a. uni­
formed service, to which the provisions of section 3121 (m) (1) are 
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applicable shall be made from appropriations available for the pay 
of members of such uniformed service. The provisions of this sec­
tion shall be applicable in the case of service performed by a civil­
ian employee, not compensated from funds appropriated by the Con­
gress, in the Army and Air Force Exchang Service, Army and Air 
Force Motion Picture Service, Navy Exchanges, Marine Corps
Exchanges, or other activities, conducted by an instrumentality of e 
United States subject to the jurisdiction of the Secretary of Defense, 
at installations of the Department of Defense for the comfort, pleas-

provisions of this section shall be applicable also in thecaeosrv 
ice performed by a civilian employee, not compensated from funds 
appropriated by the Congress, in the Coast Guard Exchanges or other 
activities, conducted by an instrumentality of the United States sub­
ject to the jurisdiction of the Secretary, at installations of the Coast 
Guard for the comfort, pleasure, contentment, and mental and physi­
cal improvement of personnel of the Coast Guard; and for purposes
of this section the Secretary shall be deemed to be the head of such 
instrumentality. 

SEC. 3125. RETURNS IN THE CARE OF GOVERNMENTAL EMPLOYEES IN 
GUAM [AND AMERICAN SAMOA]3, AMERICAN SAMOA, AND 
THE DISTRICT OF COLUMBIA. 

(a) GuAm.-The return and payment of the taxes imposed by this 
chapter on the income of individuals who are officers or employees
of t~he Government of Guam or any political subdivision thereof or of 
any instrumientality of any one or more of the foregoing which is 
wholly owned thereby, and those imposed on such Government or 
political subdivision or instrumentality with respect to having such 
individuals in its employ, may be made by the Governor of Guam or 
by such agents as he may designate. *The person making such return 
mnay, for convenience of administration, make payments of the tax 
imposed under section 3111 with respect to the service of such indi­
vidu~als without regard to the [$4,800] $6,600 limitation in section 
3121(a) (1).

(b) AMERICAN SAMoA.--The return and payment of the taxes 
imposed by this chapter on the income of individuals who are officers 
or employees of the Government of American Samoa, or any political
subdivision thereof or of any instrumnentality of any one or more of 
the foregoing which is wholly owned thereby, and those imposed on 
such Government or political subdivision or instumentality with 
respect to having such individuals in its employ, may be made by the 
Governor of American Samoa or by such agents as he may designate.
The person making such return may, for convenience of administra­
tion make payments of the tax imposed under section 3111 with 
respect to the service of such individuals without regard to the 
[$,800] $6,600 limitation in section 3121 (a) (1).

(c) District of CIolurmbia.-In the case of the taxres iMPosed by
this chapter 'with respect to 8ervice performed in. the employ of the 
District of Cohtmbia or in the em~ploy of any instrumentalitywhich 
ig wholly owned thereby, the return and payment of the taxees may be 
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made by the Commissioners of the District of Columbhia or by muck 
agets s heperson making such reftrn may,tey aydesgnae. 
forconeninceof dmiistatinmakepaIm-ents of the taxo imposed 

by ecto'n311 wih rspet to service without regard to theAU~ 

$6,60 lmittioin8uc 8etion3121 (a) (1).
 

SEC. 3201. RATE OF TAX. 

In addition to other taxes, there is hereby imposed on the income 
of every employee a tax equal to­

(1) 68/4 percent of so much of the compensation paid to such 
employee. for services rendered by him after the month in which 
this provision was amended in 1959, and before January 1, 1962, 
and 

(2) 714 percent of so much of the compensation paid to such 
employee for services rendered -by him after December 31,1961 

as is not in excess of $400 for any calendar m~onth before the caendar 
month next following the month in which this provision was amended 
in 1963, or $450 for any calendar month after the month in which 
this p rovision was so amended: Provided,That the rate of -taximposed
by this section shall be increased with respect to compensation paid
for services rendered after December 31,1964, by a nu or of percent­
age points (including fractional points) eualI at any given time to the 
number of percentage points (inicluding fractionalrpints) by which 
[the rate of the tax imposed with respect to wages vsection 3101 at 
such time exceeds the rate provided by paragraph (2) of such section 
3101 as amended by the Social Security Amendments of 1956] the rate 
of the taw, iMPo8ed with re8pect to 'wages [section 3101 (a)]3 8ectwon 
3101(a) plus the rate impo8ed by 8ection3101(b) at such time exceeds 
23/4 percent (the rate provided by paragraph(2) Of Mection 3101 as 
amended by the Social Security Amend'ment8 of 1956). 

SEC. 3211. RATE OF TAX. 

in addition to other taxes, there is hereby imposed on the income of 
each employee representative a tax equal to­

(1) 131/2 percent of so much of the compensation paid. to such 
employee representative for services rendered -by him after the 
month in which this provision was amended in 1959, and before 
January 1, 1962, and 

(2) 141/2 percent of so much of the compensation paid to such 
employee representative for services rendered by him after De­
cember 31, 1961, 

as is not in excess of $400 for any calendar month before the cal­
endar month next following the month in which this provision was 
amended in 1963, or $450 for any calendar month after the month 
in which this provision was so amended: Provided, That the rate 
of tax imposed by this section shall be increased, with respect to 
compensation paid for services rendered after December 31, 1964, by 
a number of percentage points (including fractional points) equal at 
any griven time to twice the number of percentage points (including
fractional points) by which [the rate of the tax imposed with respet
to wages by section 3101 at such time exceeds the rate providedwby,
paragraph (2) of such section 3101 as amended by the Social Security 
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Amendments of 19563 the rate of the taxo imposed with respect to 
u,ag~e8 by [se~ction 3101(a)3 section 3101(a) plu8 the rate imposed by 
section 3101(b) at such time exceeds 23/4 percent (the rate provided 
by paragraph2 of section 3101 as atnended by the Social Security 
Amendiments of 1956). 

SEC. 3221. RATE OF TAX. 

(b) The rate of tax imposed by su~bsection (a) shall be increased, 
with respect to compensation paid for services rendered after D~ecem­
ber 31, 17964, by a number of percentage points (including fractional 
points) equal at any given time to the number of percentage points 
(inncluding fra~ctional points) by which [the rate of the tax imposed 
with respet to wages by section 3111 at such time exceeds the rate 
providedebey paragraph (2) of such section 3111 as amended by the 

Social Security Amendments of 1956] the rateof the taco imposedwith 
~espct secion3111(a)]3 section 3111(a) plus the, rate,o wgesby
impoed 311(b)at such time exceeds £3/4 percent (the ratey setio 
provdedby aragaph(£)Ofsection 3111 as amended by the Social 

SEC. 6051. RECEIPTS FOR EMPLOYEE&. 

(c) ADDIrioNAL RE~umnmENrs.-The statement required to be 
furnished pursuant to this section in respect of any remuneration shall 
be furnished at such other times shall contain such other information, 
and shall be in such form as the Secretary or his delegate may by 
regulations prescribe. The statements required under this section 
shall also show the proportion of the total amount withheld as taxo 
under section3101 uwhich is for financing the cost of hospitalinsurance 
benefltsunderpartA of title XVIII of the SocialSecurity Act. 

SEC. 6205. SPECIAL RULES APPLICABLE TO CERTAIN EMPLOYMENT
 
TAXES.
 

(a) ADJUSTMENT or TAx.­

(u4) District of Columbia as employer.-For purposes of this 
susection, in 'the case of remunerationreceived durzing any cal­

endar year from the District of Columbia or any instrumentality 
which is wholly owned thereby, the Commissioners of the District 
of Columbia and each agent designated by them who makes a 
return pursuant to section 31£5 shall be deemed a separate 
employer. 

SEC. 6413. SPECIAL RULES APPLICABLE TO CERTAIN EMPLOYMENT 
TAXES. 

(a) ADJUTSTMENT oF TAX.-­

District of Columbia as employer.-Forpurposes of this 
sbetion, in the case of remunerationreceived during any eal­

endaryear from the Districtof Columbia or any instrumentality 
which is -whollyowned thereby, the Commissioners of the District 

(84)2 
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of Columbia and each agent designated by them who makes a
return&pursuant to section 3i2b shall be deemed a separate 
employer. 

(c) SPECIAL REFUNDS.-­
(1) IN GENERAL.-If by reason of any employee receiving wages

from more than one employer during a. calendar year after the 
calendar year 1950 and prior to the calendar year 1955, the wages
received by him during such year exceed $3,600, the employee
shall be entitled (subject to the provisions of section 31(b))
to a credit or refund of any amount of tax, with respect to such 
wages, imposed by section 1400 of the Internal Revenue Code 
of 1939 and deducted from the employee's wagges (whether or 
not paid to the Secretary or his delegate), which exceeds the tax 
with respect to the first $3,600 of such wages received; or if by 
reason ov an employee receiving wages from more than one em­
ployer (A) during any calendar year after the calendar year
1954 and prior to the calendar year 1959, the wages received by
him during such year exceed $4,200, or (B) during any calendar 
year after the calendar year 1958 and prior to the calendaryear
1966, the wages received by him during such year exceed $4,800, 
or (C) duming any calendaryear after the calendaryear 1965, the 
wages receited by him during such. year ex'ceed $6,600 the em­
ployee shall be entitled (subject to the provisions of section 31 (b) )
to a credit or refund of any amount of tax, with respect to such 
wages, imposed by section 3101 and deducted from the employee's 
wages (whether or not paid to the Secretary or his delegate), which 
exceeds the tax with respect to the first $4,200 of such wages
received in such calendar year after 1954 and before 1959, or 
which exceeds the tax wit respect to the first $4,800 of such 
wages received in such calendar year after 1958 and before 1966, 
or which.exceeds the tax wi'th respect to the first $6,600 of suc-h 
wages receivedin such.calendaryear after1965. 

(2) APPLICABILITY IN CASE OF FEDERAL AND STATE EMPLOYEES, 
EMPLOYEES OP CERTAIN FOREIGN CORPORATIONS, AND GOVERNMENTAL 
EMPLOYEES IN GUAM [AND AMERICAN SAMOA3, American Samoa,
andthe Districtof Columbia.­

(A) FEDERAL EmPLoYEES.-In the case of remuneration 
received from the United States or a wholly-owned instru­
mentality therof during any calendar year, each head of a 
Federal agency or instrumentality who makes a return pur­
suant to section 3122 and each agent, designated by the head 
of a Federal agency or instrumentality, who makes a return 
pursuant to such section shall, for purposes of this subsec­
tion, be deemed a separate employer, and the term "wages"~
includes for purposes of this subsection the amount, not to 
exceed $3,600 for the calendar year 1951, 1952, 1953, or 1954,
$4,200 for the calendar year 1955, 1950, 1957, or 1958, [or
$4,800 for any calendar year after 1958] $4,80 for the cal­
endar year 1959, 1960, 1961, 1962, 1963, 1964, or 1965, or 
$6,600 for any calendaryear after 1965, determined by each
such head or agent as constituting wages paid to an employee. 
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(F) Governmental employes in the District of (Colun­
bia.-In the case of remunerationreceived from the District 
of 6ohumibia or any instru/mentality w~holly owned thereby

durngalnda yer, heCommismioners of the Districtny 
of olubiaandeac agntdesignatedby them who makes 
a rtur pusuat t 8etwn3125 (c) 8hal, for purposes of 
thi susetio, b deme aseparateempoloyer. 

RAILROAD RETIREMENT ACT OF 1937, AS AMENDED 

Definitions 

Section 1. For the purposes of this Act­

(q) The terms "Social Security Act" and "Social Security Act, 
as amended," shall mean the Social Security Act as amended in' 
[1961131965.
 

Annuities and Lump Sum for Survivors 

Sec. 5. 

(k) PROVISIONS FOR CREDITING RAILROAD INDUSTRY SERVICE UNDER 
THlE SOCIAL SECURITY ACT IN CERTAIN CASES.-(l) For the purpose
of determining (i) insurance benefits under title II of the Social 
Security Act to an employee who will have completed less than ten 
years of service and to others deriving from him or her during his 
or her life and with respect to his or her death, and lump-sum death 
payments with respect to the death of such employee, and (ii) in­
surance benefits~with respect to the death of an employee who will 
have completed ten years of service which would begin to accrue on 
or after January 1, 1947, and with respect to lump-sum death pay­
ments under such title payable in relation to a death of such an 
employee occurring on or after such date, and for the purposes of 
sections 203 and section 210 (i) (3) of that Act section 15 of the Rail­
road Retirement Act of 1935, section 210?4a) (10) of the Social 
Security Act, and section 17 of this Act shall not operate to exclude 
from "employment", under title II of the Social Security Act, service 
which would otherwise be included in such "employment" but for such 
sections. For such purpose, compensation paid in a calendar year 
shall, in the absence of evidence to the contrary, be presumed to have 
been paid in equal proportions with respect to all months in the year
in which the employee will have been in service as an employee. In 
the application of the Social Security Act pursuant to this paragraph 
to service as an employee, all services as defined in section 1 (c) of this 
Act shall'be deemed to have been performed within the United 
States. 

(2)[(A) The Board and the Secretary of Health, Education, and 
Welfare shall determine, no later than January 1, 1954, the amount 
which would place the Federal Old-Age and Survivors Insurance 
Trust Fund in the same position in which it would have been at the 
close of the fiscal year ending June 30, 1952, if service as an employee
after December 31, 1936, had been included in the term "employment" 
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as defined in the Social Security Act and in the Federal Insurance 
Contributions Act. 

[ (B) On January 1, 1954, for the fiscal year ending June 30, 1953, 
and at the close of each fiscal year beginning with the fiscal year ending
June 30, 1954, the Board and the Secretary of Health, Education, 
and Welfare shall determine, and the Board shall certify to the Secre­
tary oft the Treasury for transfer from the Railroad Retirement 
Accut(hereafter termed "Retirement Account") to the Federal 
Old-Age and Survivors Insurance Trust Fund, interest for such fiscal 
year at the rate specified in subparagraph (D) on the amount deter­
mined under subpara raph (A) lIess the sum of all offsets made under 

() ~'(i) At the close of the fiscal year ending June 30, 1958, 
and each fscal year thereafter the Board and the Secretary of Health 
Education, and Welfare shall determine the amount, if any, which il 
added to or subtracted from the Federal Old-Age and Survivors 
Insurance Trust Fund would place such Fund in the same position in 
which it would have been if service as an employee after December 
31, 1936, had been included in the term "employment" as defined in 
the Social Security Act and in the Federal Insurance Contributions 
Act. [For the purposes of this subparalgraph, the amount determined 
under subparagraph (A), less such offsets as have theretofore been 
made under this subdivision of this subparagraph, and the amount 
determined under subparagraph (B) for the fiscal year under consider­
ation shall be deemed to be part of the Federal Old-Age and Survivors 
Insurance Trust Fund.] Such determination shall be made no later 
than June 15 following the close of the fiscal year. If such amount 
is to be added to the Federal Old-Age and Survivors Insurance Trust 
Fund, the Board shall, within ten days after the determination, certify
such amount to the Secretary of the Treasury for transfer from 
the Retirement Account to the Federal Old-Age and Survivors Insur­
ance Trust Fund; if such amount is to be subtracted from the Fed­
eral Old-Age and Survivors Insurance Trust Fund, the Secretary
of Health, Education, and Welfare shall, within ten days after the 
determination, certify such amount to the Secretary of the Treasury
for transfer from the Federal Old-Age and Survivors Insurance Trust 
Fund to. [the Retirement Account3 the RailroadRetirement Account 
(hereinaftertermed "Retirement Account"). The amount so certified 
shall further include interest (at the rate determined in Tsubparagraph
(D)]3 ubparagraph(B) for the fiscal year under consideration) pay­
able from the close of such fiscal year until the date of certification. 
[In the event the Secretary of Health Education, and Welfare is re­
quired under the provisions of this subdivision of this subparagraph
to certify to the Secretary of the Treasury an amount to be transferred 
to the Retirement Account from the Federal Old-Age and Survivors 
Insurance Trust Fund, the Secretary of Health, Education, and Wel­
fare, in lieu of such certification, mayi offset the'amount determined 
under the first sentence of this subdivision of this subparagraph against
the amount determined under subparagraph (A) as diminished by 
any prior offsets and the offsets shall be made to be effective as of the 

firt f dyte fscl yarfollowing the fiscal year under considera­

(ii)Athe los ofthefiscal year ending June 30, 1958, and each 
fiscl yar te B nd the Secretary of Health, Educa­herefte, ar 
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tion, and Welfare shall determine the amount, if any, whic6h, if added 
to or subtracted from the Federal Disability Insurance Trust Fund 
would p lace such Fund in the same position in which it would have 
been if service as an employee after December 31, 1936, had been 
included in the -term"employment" -as defined in the Social Security
Act and in the Federal Insurance Contributions Act. Such determi­
nation shall be made no later than June 15, following the close of the 
fiscal year. If such amount is to be added to the Federal Disability
Insurance Trust Fund the Board shall, within ten days after the 
determination, certify such amount to the Secretary of the Treasury 
for transfer from the Retirement Account to the Federal Disability
Insurance Trust Fund; if such amount is to be subtracted from the 
Federal Disability Insurance Trust Fund the Secretary of Health, 
Education and W~elfare shall within ten days after the determina­
tion, certdy such amounts to the Secretary of the Treasury for trans­
fer from the Federal Disability Insurance Trust Fund to the Retire­
ment Account. The amount so certified shall further include interest 
(at the rate determined in subparagraph (D) for the fiscal year under 
consideration) payable from the close of such fiscal year until the date 
of certification. 

(iii) At the close of the fisal year ending June 30, 1966, and each 
fiesal year thereafter, the Board and the Secretary of Health, Educa­
tion, and 'Welfareshall determiine the amount, if any, which, if added 
to or subtractedfrom the Federal Hospital Insurance Trust Fund, 
would place such fund in the same position in which it would have 
been if service as an employee after December 31, 1936, had been in­
cluded in the term "employment" as defined in the Social Security
Act and in the FederalinuranceContributionsAct. Such deter­
mination shall be made no later than June 15 fotlowing the close of 
the fmcal year. If such amount is to be added to the FederalHospi­
tal insurance Trust Fund the Board shall, within ten days after the 
determntio certify such amount to the Secretary of the Treasury 
for tafe/rmth Retirement Account to the Federal Hospital
Insurance Tst Fund; if such amount is to be subtracted from the 
Federal Hospital Insurance Trust Fund the Secretary of Health, 

Eductioan Wefar shllwithin ten day8 after the determina­
tion cerijy uch mou tht Secretary of the Treasuryjfor transfer 
fro thFeerlHspialInsuranceTrust Fund to teRetirement 
Accont.he moun socertified shall further include interest (at 

the rate determinedunder subparagraph(B) for the fiscalyear under 
consideration)payable from the close of such fisal yearuntil the date 
of certification; 

[(D)3 (B) For the purposes of [subparagraphs (B) and (C)]
subpaaraph(A), for -anyfiscal year, the rate of interest to be used 
shal be (equalto the average rate of interest, computed as of May 31 
preceding the close of such fiscal year, 'borne 'by all interest-bearing
obligations of -theUnited States then forming a part of the public 
debt; except that where such average rate is not a multiple of one-
eighth of 1 per centumn, -therate of interest shall be the multiple of 
one-eighth of 1 per centumn next lower than such average rate. 

C(E) [(C) The Secretary of the Treasury is authorized and 
directed to transfer to the Federal Old-Age and Survivors Insurance 
Trust Fund or the Federal Disability Insurance Trust Fund from the 
Retirement Account or to the Retirement Account from the Federal 
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Old-Age and Survivors Insurance Trust Fund or the Federal Dis­
ability Insurance Trust Fund, as the case may be such amounts as,
from time to time, may -bedetermined by the Board and the'Secretary
of Health, Education and Welfare pursuant to the provisions of sub­
paragraphs (B) and (C) of this subsection, and certified by the 
Board or the Secretaxy of Health, Education, and Welfare for trans­
fer from the Retirement Account or from the Federal Old-Age and 
Survivors Insurance Trust Fund or -theFederal Disability Insurance 
Trust Fund. 

(3) The Board and the Secretary of Health, Education, and Wel­
fare, shall, upon request, supply each other with certified reports of 
records of compensation or wages and periods of service of determina­
tions under section 3(e) of this Act, or section 216 (i) of the Social 
Security Act, of periods of disability within the meaning of such sec­
tion 216(i) -and of other records in their possession or. which the 
may secure, pertinent to the administration ofthis section, s~ition 3(e)
of this Act, or title II of the Social Security'Act as affected byV Para­
graph (1). Such certified reports shall beaconclusive in adjudica­
tion as to the matters covered therein (except 'in the case of a deter­
mination of disability under section 216 (i) of the Social Security
Act) :Provided That if the Board or the Secretary of Health, Edu­
cation, and W~elfare, receives evidence inconsistent with a certified 
report and the application involved is still in course of adjudication 
or otherwise open for such evidence, such recertification of such report
shall be made as, in -thejudgment of the Board or the Secretary of 
Health, Education, and Welfare, whichever made the original certi­
fication, the evidence warrants. Such recertification -andany subse­
quent recertifications shall be treated in the same manner -and be 
subject to the same conditions as an original certification.j

(C) The Secretary of the Treasury is authoriaedand directed to 
transferto the FederalOld-Age andSurvivors Insurance Trust Fund,
the FederalDisabilityInsurance TrustFund, or the FederalHospital 
Insuran-ce Trus8t Fund from the Retirement Accown~t or to the,Retire­
ment Account from the Federal Old-Age and Survivors Insurance 
Truet Fund, the Federal Disability Insurance Trust Fund, or the 
Federal Hospital Insurance Trust Fund, as the case ma'y be, such 
amonwct8 as, from time to time, may be deternined by the Board and 
the Secretary of Health, Education, and Welfare pursuarnt to the 
provisions Of subparagraph (A), and certified by the Board or the 
Secretary of Health, Education, and Welfare for transfer from the 
Retirement Account or from the FederalOld-Age and Survivors In­
surance Trust Fund, the Federal Disability Insurance Trust Fund, or 
the Federal Hospital InsuanceTrust Fund. 

(I) DFmUTIows.-For the purpose of this section the term "em­
ployee" includes an individual who will have been an "employee",
and­

* *** * 

(9) An employee's "average monthly remuneration" shall mean 
the quotient obtained by dividing (A) the sum of (i) the compensa­
tion paid to him after 1936 and before.the employee's closing date, 
eliminating any excess over $300 for any calendar month before July
1, 1954, any excess over $350 for any calendar month after June 30, 

40-484 0-4"-~t.2-4-8 
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1954, and before the calendar month next following the month in 
which this Act was amended in 1959, any excess over $400 for a 
calendar month after the month in which this Act was so amend2 
and before the calendar month next following the month in which this 
Act was amended in 1963 and any excess over $450 for any calendar 
mionth after the month in which -this,Act was so amended, and (ii) if
such compensation for any calendar year before 1955 is less than $3,600
or for any calendar year after 1954 and before 1959 is less than $4,2100, 
or for any calendar year [after 1958 is less than $4,800] after 1958 
and before 1966 8 less th-an $4,800, or for any calendaryear after 1965 
i8 lem than $6,600, and the average monthly remuneration computed 
on compensation alone is less than $450 and the employee has earned 
ini such calendar year "wages" as defined in paragraph (6) 'hereof,
such wages, in an amount not to exceed the difference between the 
compensation for such year and $3,600 for years before 1955, $4,200
for -years after 1954 and before 1959, [and $4,800 for years after 1958]
$4,800 for years after 19568 and before 1966, and$6,600 for year8 after 
1965, by (B) three times the number of quarters elapsing after 1936 
and before the employee's closing date: Provided,That for the period

pir to and including the calendar year in which he will have attained 
the age of twenty-two there shall be included in the divisor not more 
,than three times the number of quarters of coverage in such period:
Provided,further, That there shall be excluded from the divisor any
calendar quarter which is not a qiuarter of coverage and during any
part. of which a retirement annuity will have been payable to him. 
An employee's "closing date" shall mean (A) the first day of the first 
calendar year in which such employee both had -attained age 65 and 
was completely insured; or (B) the first day of the calendar year in 
which such employee died; or (C) the first day of the calendar year
following the year in which such employee died, whichever would
produce the 'highest- "average monthly remuneration" as defined in 
the preceding sentence. If the amount of the "average monthly re­
muneration" as computed under 'this paragraph is not a multiple of 
$1, it shall be rounded to the next lower multiple of $1. 

With respect- to an employee who will have been awarded a retire­
ment annuity, the term "compensation" shall, for the purposes of this 
paragraph, mean 'the compensation on which such annuity will have 

been based; 

HOSPITAL INSURANCE BENEFITS FOR THE AGED 

[Sec. 21. For the purpose of part A of title XVIII of the Social Se­
curity Act, in order to provide. hospital insurance benefits for an­
nuitant8, pensioners, and ertain other aged individuals, the Board 
shall, upon request Of the Secretary of Helh dction,and W~el­

fae criyoth ereaythe naeo n niidual who has
ae65an 

thi~) Ac,oud b etitedto such an an~nuity ahe(i) ceased 
comenated evc and (in the case of a spouse) ha Sucl 8p'w~e'8
hiubad07ie eae compensationserVice and (ii) appliedfor 8uoh 

annutyor 3) ear8 a relationship to an employee which, by reason 
of scin(e of this Act, has been, or would be, taken into account 
in cacltngteamountof an annuity of 8uch employee or hisl 8ur­

ataie ho() sentitled to an annuit or pninuder 
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VinVOr. Such a CertiflM~tiOnIshall include such add~itionalinformaitirm 
asmay be Wnec88ary to carryout the provision of partA of titleXVIII 
of the Social Security Act, and shl become effective on the date of 
certification or on such eazrlier date not more than one year prior to 
the date of certificationas,the Board state8 that such individ~ualflrst 
met the requirements for certification. The Board shall notify the 
Secretary of the date on which such individual no longer meets the 
requirements Of this section.]

Sec. 21. (a) Forthe purposes of this 8ection, andsubject to the,con­
ditions hereinafterprovided, the Board shall have the same authority 
to determine the rights of individuals described in subsection (b) of 
this section to have payments made on their behalffor hospital insur­
ance benefits consisting of inpaitient hospital services, post-hospital 
e~tend care services, post-hospital homze health services, and out­
patient hospital diagnostic services (all hereinafter referred to as 
'services') within the meaning of section 226, and parts A and C of 
title XVIII of the Social Security Act as the Secretary of Health, 
Education, and 'Welfare has under such section and suh partswith 
respvect to individualsto whom such sectionandsuch partsapply. The 
rightsof individuals describedin subsection (b) of this sectwon to have 
payment made on their behalf for the services referredto in the next 
preceding sentence shall be the same as those of individuals to whom 
section226, andpartA of title XVIII, of the SocialSecurityAct ap~ply 
and this section shallI be administeredby the Boardas if the provisions

ofsuch section and such part A were applicable,as if references to the 
Secretary,of Health,Education,and 'Welfare'wereto the Board, as if 
references to the FederalHospitalInsurance Trust Fund were to the 
RailroadRetirement Account, as if references to the United States or 
a State included Canada or a subdivision thereof, and as if the pro­
visions of section 1862 (a) (4), 18~6, 186'7, 1868, 1874(b), and 1875 of 
such title XVIII were not included in such title. ForpurposesOf sec­
tion 11, a determination with re~pect to the rights of an individual 
under this section shqRl, evcept ini the case of a provider Of services, 
be considered to be a decision with respect to an annuity. 

(b) Exvcept as othei'wise provided tn this section, every individual 
who-­

A ) has attainedage 65, and 
) (i) is entitled to an annuity, or (ii) would be entitled to 

an annuity ha he ceased compensatedservice aid, in the case of 
a spouse, had such spouse's husband or wife ceaeed compensated 
service, or (iii) had been awarded a pension under section 6, or 
(iv) bears a relationship to an emp eewhich, by reason of 
section3(e), has been, or would be, taken into account in caleulat­
ing the amount of an mmWty of such em~ployee or his survivor, 

shall be entitled to have payment made for the services referredto in 
subsection (a), and in accordance with the, provisions of such sub­
section. The payments for services herein provided for shall be made 
from the RailroadRetirement Account (in accordanceewith,and sub­
ject to, the Condition applicableunder section 10(b) in ma~kinv, pay­
ment of other ben~eflts) to the hospital, extended care facility, or
home health agenc roiy n sc sevies inldn uh services

~~~~providenCnd oidividuals towhom8 thi subscion appies 

prvied or ndiidul'wie hrende n ece~i heamontpayable 
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for like services provided pursuant to the law in effect in the place
in Canada where such services are furnished. For the purposes Of 
thigs8ection, an individualshall be entitled to have payment made for 
the services referred to in subsection (a) provided during the m-onth 
in which he died if he wulod be entitled to have payment for services 
provided during suh month had he died in the next month. 

(c) No individualshall be entitled to have payment made for the 
same services, which are provided for in this section, under both (i) 
this section and (ii) section £26, and part A of title XVIII, of the 
Social Security Act, and no individualshall be entitled to have pay­
ment made under both (i) this section and (ii) section 22£6, and part
A of title XVIII, of the Social Security Act for more than would 
be payable if he were qualified only under the provisions described 
-inclause (i) or only under the prOviin described in clatuse (ii).
In any case in which an individual would, but for the preceding 
sentence, be entitled to have payment made under both the provisions 
described.in clause (i) and the provisions described in clause (ii) in 
such preceding sentence, patjment for such services to 'Which such 
indivulual would be entitled shall be made in accordance with the 
procedures establishedpursuantto the neat succeeding sentence, upon
~certiflcation'by the Board or by the Secretary of Health,Education, 
.and 'Welfare. It shall be the duty of the Board and such Secretary 
with.respect to such cases jointly to establish proceduresdesigned to 
minimize duplications of requests for payment for such,services, and 
Of 'determinations, and to assign administrative.functions between 
them so as -to promote the greatestfacility, efflcientcy, and consistenc 

of dmiistatinths scton nd 2.6 an prt A of title o ecton 

secton22, r ad prt of XVIIor the Socialsctin itl 
SecuityActshalbeimparedor iminshe byreason of theno 
admiistatino ths sctin ad sctin 26, nd artA of title 

XV11I, o the ocial Security Act. The prcdrss established 
may be includedin regulationsissued by th or n yteScre­
tary of Health, Education,an 'Welfareto implement thi eto and 
such section 226, and partA of titleXVIII, respectively. 

(d) Any agreement entered into by the Secretary of Health,Edu­
cation, and 'Welfare pursuant to part A or partC of title XVIII of 
the Social Security Act shall be entered into on.behalf of both suc 
Secretary and the Board. The preceding sentence shall not be con­
strued to limit the authority of the Board to enter on its own behalf 
into an~such agemntrIting to services provided in Canada or 
in anyfaciity devoted primarilyto railroademployees. 

(e) A request for payment for serv~ices fild under this section shall 
be deemed to be a request for payment for services fled as Of the same 
time under section 2.26, and part A of title XVIII, of the Social 
Security Acet, and a request for payment for services filed under such 
section 226 and such partshall be deemed to be a requ~est for payment
for services fled as of the same time under this section. 

()The Board and the Secretary of Health, Edu-cation,and Wel­
fare shl furnish each other with such information, records, and 
documents as may be considered necessary to the administrationof 
this section or section 226, and part A of title XVIII, of the Social 
Security Act. 
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(g) Any payment to any provider Of ser-voes Or other person
(coveredby this 8ectiwn or partB of title XVIII of the SocialSecurity
Act) with respect to items Or 8erViCe8 furnished any individual who 
meets the requirements Of 8ubsection (b) of this section 8ha11 be 
governed, to the exitent applicable,and as if references to the Secretary 
were reference8 to the Board, by the prvsin. Of 8ectwon 1870 of the 
Social Security Act and treated for the purposes Of 8ectuon 9 of this 
Act, as if it were a payment of an annuity or pension, except that any 
recovery of.ov~erpyment under part B of title XVlII of the Social 
Security Act shllbe transferredto the FederalSupplementaryMedi­
cal InsuranceTrust Fund. 

(h) For purposes of thig section (and sections 1840, 1843, and 
1870 of the SocuilSecurity Act), entitlement to an annuity,Or pension,
under this Act shall be deemed to include entitlementund~er the Rail­
-roadRetirement Act of 1935. 

(i) There a-re authorized to be appropriatedto the RailroadRetire­
ment Account from time to time suchsums as the Boardfind8 8uflicient 
to cover-­

(1) the costs of payments made from such account under this 
8ectwon, 

(2) the additionaladministrativeeaxpenses resultingfrom such 
payments, and 

(3) any loss of interest to such account resulting from suck 
inpayments, 
incases where such paymnts are not includible in determiniations 

under section 5(k) (,)(a5) (iii) of this Act, provided such payments
could haive been made as a result of section 103 of the Health Insur­
ance for the Aged Act but for eligibilityunder subs~ection.(b) of this 
section. 

0 
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TEXT OF 	AND JUSTIFICATIONS FOR AMENDMENTS TO H.R. 
6675 RECOMMENDED BY THE DEPARTMENT OF HEALTH 
EDUCATION, AND WELFARE 

I. 	BASIC HOSPITAL INSURANCE AND VOLUNTARY SUP­
PLEMENTARY HEALTH INSURANCE PLANS 

A. 	 ComBiNE INPATIENT HOSPITAL SERVICES UNDER PART AAND 
INPATIENT PSYCHIATRIC HOSPITAL SERVICES UNDER PART BFOR 
PURPOSES OF TlE LIMITATION OF INPATIENT HOSPITAL SERVICES 
To 60 DAYS DURING A SPELL OF ILLNESS 

TEXT 

On page 11, line 6, insert "or inpatient psychiatric hospital services" 
after "suich services". 

On page 12, line 18, before the comma at the end of the line, insert 
"of this section and subsection (a) (1) of section 1834". 

On page 36, line 19, insert "or inpatient hospital services" after 
"such services". 

On page 37, line 14, insert "of this section and subsections (b) and 
(c) of section 1812" before the comma. 

JUSTIFICATION 

As presently drafted, the bill is not clear that days of inpatient 
hospital services and days of inpatient psychiatric hospital services 
should be added for purposes of the limitation of 60 days of coverage 
during a spell of illness. The proposed changes would make this 
clear and would prevent any incentives to transfer from a general 
hospital to a psychiatric hospital, or vice versa, in order to get coverage 
of more than 60 days of care in a spell of illness. 

B. 	PROVIDE FOR COORDINATION OF COVERAGE OF DIAGNOSTIC 
SERVICES UNDER PART AAND PART B 

TEXT 

On page 13, strike out lines 5 through 1 1 and insert in lieu th.,reof 
"deductible." 

On page 19, line 20, before the period, insert "; except that, iin the 
case of outpatient hospital diagnostic services, such amount shall be 
equal to 80 percent of such cost". 

On page 35, line 12, before the period, insert ", and except thaL the 
amount of any deductible imposed under section 18 13(a) (2) with 
respect to outpatient hospital diagnostic services furnished in any 
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year shall be regarded as an incurred expense under this part for 
such year" 

On page 93, line 16, before the period, insert "or, in the case of 
outpatient hospital diagnostic services, for which payment may be 
made under part A". 

JUSTIFICATION 

Under the House-passed bill, for persons insured under both the 
basic and supplementary plan, there would be differences in the extent 
to which the patient's expenses for outpatient services are reimbursed 
depending on whether the services are rendered in an outpatient 
section of a hospital or in a physician's office. The $50 deductible 
and coinsurance provision under the supplementary plan in some 
cases create a financial incentive for a beneficiary to obtain diagnostic 
services in the outpatient department of a hospital, in which event 
the services would be subject only to a $20 deductible; in other cases 
the incentive would be in the opposite direction. 

The changes proposed would minimize differences in reimbursement 
under part A and part B by providing for payment of 80 percent, 
rather than 100 percent, of the cost (above the deductible) of out­
-patient hospital diagnostic services covered under part A, and by 
counting the outpatient deductible under part A as an incurred expense 
under part B. The changes would also minimize the problems that 
beneficiaries would otherwise face in deciding whether to have diag­
-nostic services performed in a hospital or a physician's office. 

IL. BASIC HOSPITAL INSURANCE PLAN 

A. INCLUSION OF MEDICAL SPECIALISTS 

TEXT 

On page 64, line 12, strike out "intern" and insert in lieu thereof 
"intern (other than services provided in the field of pathology, radi­
ology, physiatry, or anesthesiology)" (amendment 156, Senator 
Douglas and others). 

JUSTIFICATION 

Secretary Celebrezze stated in the hearings: 

ANCILLARY HOSPITAL SERVICES 

Mr. Chairman, it would be a mistake, in my opinion, to exclude 
from coverage under the basic hospital insurance plan, as H.R. 6675 
does, the services furnished hospital patients under arrangements with 
the hospital, by medical specialists in the fields of radiology, anes­
thesiology, pathology, and physical medicine. These services should 
be covered under the basic hospital insurance plan subject to the 
conditions set forth in the Senate-passed bill of last year and in the bill 
introduced in this Congress by the distinguished senior Senator from 
New Mexico. 

Our primary concern is that medical services furnished to. hospital 
patients in these fields be covered under this bill in a way that is in 
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accord with the practices that hospitals and the health professions 
have developed over the years. 

Thus, we believe that the services in question should be covered as 
part of the hospital benefit if the specialist-hospital arrangement calls 

For the bill to be paid through the hospital. 
Conversely, we believe that, where the arrangements are that the 

specialist is not paid by or through the hospital, reimbursement for the 
specialist's services should be made under the supplementary plan. 

The specialists in these fields work in hospitals under various kinds 
of arrangements. Some work as hospital employees and are paid a 
salary, while others receive agreed upon percentages of the hospital's 
receipts for the services they furnish. Some of these specialists bill 
their patients directly. 

The approach we suggest would follow whatever practices now exist 
or whatever practices may be. arranged in the future in this field. 
On the other hand, the provisions in lI.R. 6675, which exclude the 
hospital-related services of these specialists from coverage under the 
basic hospital insurance provisions, would require substantial changes 
in the way these services are now paid for. 

The billing for the nornphysician components of the affected hospital 
department would have to be entirely separate from the billing for the 
physician services in the department. There are very few hospitals 
in the country that operate today on such a basis in the fields of 
pathology and radiology. Nor is there ahealth insurance plan, so far 
as we are aware, which requires the separation of the services of these 
specialists from the services provided by the hospital generally irre­
spective of the arrangements agreed upon by the hospital and the 
specialists. 

B. 	INCLUSION OF COMBINATIONS OF DRUGS OR BIOLOGICALS IN THE 
DEFINITION THEREOF 

TEXT 

On page 83, line 15, insert "(1) " after "only" and "(or approved for 
inclusion)" after "included". 

On page 83, line 19, strike out "as are approved" and insert in lieu 
thereof "(2) combinations of drugs or biologicals if the principal 
ingredient or ingredients of the combinations meet the conditions 
specified in clause (1), or (3) such drugs or biologicals as are ap­
proved,". 

On page 83, line 22, before the period, insert ", for use in such hos­
pital" . 

JUSTIFICATION 

Some of the drugs frequently administered in hospitals are combi­
nation drugs. While the principal ingredient of the combination 
drug may be listed in the formularies specified in the bill, the other 
ingredients, of secondary importance, may not. The proposed 
changes would permit such drugs to be covered under part A if pro­
vided as a part of covered inpatient hospital services or extended 
care facility services. 
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III. VOLUNTARY SUPPLEMENTARY HEALTH INSURANCE 

PLAN 
A. CHANGE OF DESIGNATION OF SUPPLEMENTARY PROGRAM 

TEXT 

Change all references in the bill from "supplementary health 
insurance" to "supplementary medical insurance". 

JUSTIFICATION 

Changing "supplementary health insurance" to "supplementary
medical insurance" wherever it appears in the bill would make more 
clear the distinction between the compulsory hospital insurance 
program and the voluntary health insurance program and promote

better understanding among beneficiaries about the coverages under 
each program. 

B. 	 IMPROVEMENT OF PROVISIONS ON ADMINISTRATION OF BENEFITS 
UNDER SUPPLEMENTARY HEALTH INSURANCE PROGRAM 

TEXT 

On _page 53, strike out lines 14 through 19 and insert in lieu thereof 
the following: 

"SEc. 1842. (a) In order to prvde for the administration 
of the benefits under this patwith maximum efficiency and 
convenience for individua~ls entitled to benefits under this 
part and for providers of services and other persons furnish­
ing services to such individuals, and with a view to furthering
coordination of the administration of the benefits under part
A and under this part, the Secretary is authorized to enter 
into contracts with carriers, including carriers with which 
agreements under section 1816 are in effect, which will per­
form some or all of the following functions (or, to the extent 

proide cotratswill secure performance by otherinsuc 
orgniztios) an, wthrespect to any of the following
funcion nvove for physicians' services,whch ayments 
theSecetay sallto heextent possible enter into such 

contracts: 
JUSTIPCIATION 

Under the present bill, organizations nominated by providers of 
services (hospitals, extended care facilities, and home health agencies)
could be used by the Secretary to reimburse these institutions and 
agencies on a reasonable cost basis for services covered under part A, 
and carriers would be used to make payments for services covered 
under part B, including payments to providers of services on a cost 
basis and for doctors' bills on a reasonable charge basis. In addition, 
the bill specifies that, except as otherwise provided under the bill, the 
Secretary may perform any of his functions directly or by contract. 

The proposed changes would permit a distribution of part B func­
tions among carriers, organizations with which part A agreements are 
in effect, and contractors performing services in behalf of the Secretary 
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in a way that is most efficient and convenient for hospitals and bene­
ficiaries. These changes would eliminate the need for organizations 
selected to pay doctors' bills on a charge basis to acquire experience in 

paing hospitals on a cost basis. As underp resent language, it would 
stil be required that, to the extent possible, doctors would be paid 
through carriers. Under the proposed changes, nominated organiza­
tions having experience with cost reimbursement could determine the 
amounts of payments and make such payments whether under part 
A or part B. In the absence of a suitable nominated organization, the 
Secretary could contract out all or part of this service or handle the 
function directly. Also, the proposed changes would permit the 
Secretary to use carriers under section 1842 to make payments only 
for services that are paid for on a charge basis unless the carrier is also 
an organization which is capable of handling payments for services 
on a cost basis. 

C. 	 COMBINE PHYSICIANS' SERVICES AND MEDICAL AND OTHER HEALTH 
SERVICES AND INCLUDE SERVICES INCIDENTAL TO PHYSICIANS' 
SERVICES 

TEXT 

On page 33, strike out lines 18 through 21 and insert in lieu thereof 
"for medical and other health services, except those described in 
paragraph (2) (C); and". 

On page 34, line 5, insert", other than physicians' services," after 
"health services". 

On page 82, strike out line 14 and insert in lieu thereof 
care services, or home health services): 

(1) physicians' services; 
(2) services and supplies (including drugs and bio­

logicals which cannot, as determined in accordance 
with regulations, be self-administered) furnished as an 
incident to a physician's professional service, of kinds 
which are commonly furnished in physicians' offices and 
are commonly either rendered without charge or im­
included in the physicians' bills, and hospital services 
(including drugs and biologicals which cannot, as 
determined in accordance with regulations, be self-ad­
ministered) incident to physicians' services rendered to 
outpatients; 

On page 82, lines 15, 18, 20, and 22, and page 83, lines 1, 5, and 8, 
redesignate paragraphs (1), (2), (3), (4), (5), (6), and (7) as para­
graphs (3), (4), (5), (6), (7), (8), aad (9), respectively. 

JUSTIFICATION 

The charges by a physician for services furnished in the home or 
office usually take into account items, supplies, equipment, and services 
of aids, etc., which are customarily considered incident to the phy­
sician's personal services. The proposed change would make clear 
that payment could be made for such items, supplies, etc., rega;'dless 
of whether the physician performs his personal services in a hospital, 
a clinic, or in his office, and regardless of whether the bills for the 
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services and the incidental items, supplies, etc., are rendered by the 

physician, by a hospital, etc., or by both. 

D. 	OPTION To RECEivE PAYMENT ON BASIS OF COST INSTEAD OF 
CHARGES FOR PREPAYMENT ORGANIZATIONS 

TEXT 

On page 34, line 22, strike out "and" and insert in lieu 
thereof: 

except that an organization which provides medical and 
other health services (or arranges for their availability) 
on a prepayment basis may elect to be paid 80 percent of 
the reasonable cost of services for which payment may 
be made under this part on behalf of individuals en­
rolled in such organization in lieu of 80 percent of the 
reasonable charges for such service if the organization 
undertakes to charge such individuals no more than 20 
percent of such reasonable cost plus any amounts pay­
able by them as a result of subsection (b); and 

JUSTIFICATION 

The present bill provides for payment of the reasonable charges for 
physicians' services. However, under prepaid group practice plans, 
covered medical services are provided directly by the physicians 
associated with the plan to a member without charge other than the 
membership fee that the patient has paid to the plan. As an alter­
native to paying such a plan 80 percent of reasonable charges for 
covered services, the proposed change would permit payment of 80 
percent of the reasonable cost of providing the covered services. 

E. 	 PROVIDE STANDARDS FOR INDEPENDENT LABORATORIES PER­
FORMING DIAGNOSTIC TESTS UNDER THE SUPPLEMENTARY HEALTH 
INSURANCE PROGRAM 

TEXT 

On page 83, between lines 11 and 12, insert the following now 
sentence: 

No diagnostic tests performed in any laboratory which 
is independent of a physician's office or a hospital shall 
be included within paragraph (1) unless such labora­
sory­

(A) if situated in any State in which State or 
applicable local law provides for licensing of 
establishments of this nature, (i) is licensed pur­
suant to such law, or (ii) is approved, by the agency 
of such State or locality responsible for licensing 
establishments of this nature, as meeting the 
standards established for such licensing; and 

(B) meets such other conditions relating to the 
health and safety of individuals with respect to 
whom such tests are performed as the Secretary 
may find necessary. 
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On page 90, line 12, before the period, insert ", or whether a labora­
tory meets the requirements of subparagraphs (A) and (B) of section 
1861 (s)". 

JUSTIFICATION 

Public health authorities have expressed concern about the effects 
of payment under the supplementary insurance program for diag­
nostic tests which are not performed in a hospital or in the attending 
physician's office. In recent years there has been a rapid growth of 
so-called free standing laboratories specializing in volume testing and 
mail order operations. Investigation by State health authorities 
has produced evidence of unsanitary conditions, errors in tests, faulty 
records, and subcontracting of work on specimens. Some States 
have established requirements that these laboratories must meet in 
order to operate. The proposed change would support State efforts 
in this direction and would assure that the laboratories meet the 
same standards essential to the health and safety of beneficiaries as 
hospital laboratories. 

F. 	PROVIDE FOR THE DEDUCTION FROM CSC ANNUITIES OF PREMIUMS 
UNDER THE SUPPLEMENTARY HEALTH INSURANCE BENEFITS 

PROGRAM 
TEXT 

On page 48, between lines 15 and 16, insert the following new 
subsection: 

(e) (1) In the case of an individual receiving an annuity 
under the Civil Service Retirement Act, or other Act ad­
ministered by the Civil Service Commission providing retire­
ment or survivorship protection, to whom neither subsection 
(a) nor subsection (b) applies, his monthly premiums under 
this part (and the monthly premiums of the spouse of such 
individual under this part if neither subsection (a) nor 
subsection (b) applies to such spouse and such individual 
agrees) shall, upon notice from the Secretary of Health, 
Education, and Welfare to the Civil Service Commission, be 
collected by deducting the amount thereof from each install­
ment of such annuity. Such deduction shall be made in such 
manner and at such times as the Civil Service Commission 
may determine. The Civil Service Commission shall furnish 
such information as the Secretary of Health, Education, and 
Welfare may reasonably request in order to carry out- his 
functions under this part with respect to individuals to whom 
this subsection applies. 

(2) The Secretary of the Treasury shall, from time to time, 
but not less often than quarterly, transfer from the Civil 
Service Retirement and Disability Fund, or the account 
(if any) applicable in the case of such other Act administered 
by the Civil Service Commission, to the Federal Supplemen­
tary Health Insurance Benefits Trust Fund the aggregate 
amount deducted under paragraph (1) for the period to which 
such transfer relates. Such transfer shall be made on the 
basis of a certification by the Civil Service Commission and 
shall be appropriately adjusted to the extent that prior 
transfers were too great or too small. 
48-591-65---2 
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On page 48, lines 16 and 23, strike out "(e)" and insert in lieu 
thereof " (f)". 

On page 48, line 22, strike out "(f)" and insert in lieu thereof "(g)".
On page 49, line 1, strike out "(g)" and insert " (h)". 
On page 53, between lines 12 and 13, insert the following new 

subsection: 
(h) The Managing Trustee shall pay from time to time 

from the Trust Fund such amounts as the Secretary of 
Health, Education, and Welfare certifies axe necessary to 
pay the costs incurred by the Civil Service Commission in 
making deductions pursuant to section 1840(e). During
each fiscal year, or af er the close of such fiscal year, the 
Civil Service Commission shall certify to the Secretary the 
amount of the costs it incurred in making such deductions 
and such certified. amount shall be the basis for the amount 
of such costs certified by the Secretary to the Managing
Trustee. 

JUSTIFICATION 

The amendment would facilitate the collection of premiums under 
the supplementary health insurance benefits plan. There are several 
hundred thousand civil service annuitants (and their spouses) who a-re 
65 years or older and who are met insured under the sceial security 
or r -ilroad retirement systems. As the bill is now drafted, individua 
premium collection machinery would have to apply to such individuals. 
It would be much simpler and more economical if the premiums were 
deducted automatically from the annuities of civil service annuitants 
and their spouses each month just as social security and railroad 
retirement beneficiaries would have the premiums deducted from 
their monthly cash benefits. 

The effe-t of the ieccmmeiuded chanpce is that if a. civil service 
annuitant enrolled under the s plmn~yhat nuieacebnft 
plan his premium amount would be withheld from the monthly install­
ment of his annuity. If the spouse of a civil service annuitant enrolled 
under the supplementary plan, the premium would be withheld from 
her husband's annuity if he agreed to it. There is provision for 
reimbursing the Civil Service Commissio ii for the amounts it would 
cost them to make the necessary withholdings. 

G. "PHYSICIAN" LIMITED To DOCTORS OF MEDICINE OR OSTEOPATHY 

TEXT 

On page 82, lines 5 and 6, strike out "an individual" and insert in 
lieu thereof "a doctor of medicine or osteopathy". 

JUSTIFICATION 

The change is needed to make -it clear that the term "physician"
includes doctors of medicine and doctors. of osteopathy but not other 
practitioners who, under the laws of some States, may be licensed to 
r~ractice medicine and surgery. 
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IV. OASDI 

A. 	 PROVsISON To AUTHORIZE THE FEDERAL COURTS To PRESCRIBE 
THE FEES THAT ATTORNEYS MAY CHARGE THEIR CLIENTS FOR 
REPRESENTING THEM IN COURT CASES ARISING UNDER THE 
SOCIAL SECURITY PROGRAM 

TEXT 

On page 266, between lines 22 and 23, insert the following new 
section: 

DETERMINATION OF ATTORNEYS' FEES IN- COURT PROCEEDINGS 
UNDER TITLE II 

SEC. The heading of section 206 of the Social Security 
Act is amended to read "REPRESENTATION OF CLAIMANTS" 
Such section is further amended by inserting "(a)" after 
"SEC. 206." and by adding at the end of such section the 
following new subsection: 

"(b) (1) Whenever a court renders a judgment 
favorable to a claimant, who was represented before 
the court by an attorney, the court may determine and 
allow as part of its judgment a reasonable fee for such 
representation, not in excess of 25 percent of the total of 
the past due benefits to which the claimnant is entitled 
by reason of such judgment, and the Secretary may, 
notwithstanding the provisions of section 205(i), certify 
the amount of such fee for payment to such attorney 
out of, and not in addition to, the amount of such past-
due benefits. In case of any such judgment, no other 
fee may be payable or certified for payment for such 
representation except as provided in this paragraph. 

"(2) Any attorney who charges, demands, receives or 
collects for services rendered in connection with pro­
ceedings before a court to which paragraph (1) is appli­
cable any amount 'in excess of that allowed by the court 
thereunaer shall be guilty of a misdemeanor and upon 
conviction thereof shall be subject to a fine of not more 
than $500, or imprisonment for not more than one year, 
or both." 

JUSTIFICATION 

This amendment is designed to alleviate two problems that have 
arisen with respect to representation of claimants by attorneys. 
The first relates to the need to encourage effective legal representa­
tion of claimants. Under the provisions of section 205(i) of the Social 
Security Act, accrued amounts of benefits that are due to a claimant 
as a result of a court decision are to be paid directly to him. Under 
section 207, assignment of benefits is prohibited. Attorneys have 
complained that such awards are sometimes made to the claimant. 
without the attorney's knowledge and that some claimants on occa­
sion have not notified the attorney of the receipt of the money, nor 
have they paid his fee. 

Another problem that has arisen is that attorneys have on occasion 
charged what appeared to be inordinately large fees for reprASenting 



10 TEXT -OF' AND JUrSTIF'ICATIONS FOR AMENDMENTS TO H.R. 667 5 

claimants in Federal district court actions arising under the social 
securt program. Usually, these inordinately large fees result from 
• conigent-fee arrangement under which the attorney is entitled to 
• percentage (frequently one-third to one-half) of the accrued benefits. 
Since litigation necessarily involves a considerable lapse of time, in 
many cases large amounts of accrued benefits, and consequently large 
legal fees, may be payable if the claimant wins his case. 

The amendment would provide that whenever a court renders a 
judgment favorable to a claimant, it would have express authority to 
allow as part of its judgment a reasonable fee (not in excess of 25 
percent of accrued benefits) for services rendered in connection with 
the claim. Any violation would be made subject to the same penalties 
as are provided in section 206 of the law for charging more than the 
mnaximum fees prescribed in regulations (20 CFR 404.975) for serv­
ices rendered in proceedings before the Secretary. In addition, as a 
specific exception to section 205(i), the Secretary would be permitted 
to certify the amount of the court-approved fee to the attorney out 
of the amount of accrued benefits. As a result, claimants would be 
insured more effective legal representation and also would be protected 
from being charged exorbitant fees. 

B. 	PROVISION To. SIMPLIFY PAYMENT OF WIFE'S, WIDOW'S, OR 
MOTHER's BENEFITS To DIVORCED WOMEN 

TEXT 

On page 205, lines 6 and 7, and page 208, line 16, strike out "has 
,not remarried" and insert in lieu thereof "is not married". 

On page 207, strike out lines 5 through 20, and on line 21, strike 
out "(4)" and insert in in lieu thereof "(3)". 

On page 210, strike out lines 14 through 25. 
On page 211, strike out lines 1 through 14, and insert in lieu thereof: 

(2) Paragraph (3) of section 202(e) of such Act is repealed. 
(3) Section 202(e) of such Act is amended by redesignat­

ing paragraph (4) as paragraph (3) and such paragraph is 
further amended by striking out "widow" and inserting in 
lieu thereof "widow or surviving divorced wife" and by 
striking out "widow's" and inserting in lieu thereof "widow's 
or surviving divorced wife's". 

On page 212, line 23, strike out " (3) " and insert in lieu thereof " (4)" 
On page 212, between lines 22 and 23, insert the following: 

(3) Subpariagraph (A) of section 202(g) (1) of such Act is 
amended by striking out "has not remarried" and inserting 
in lieu thereof "is not married". 

On page 213, strike out lines 21 through 25, and page 214, strike 
out lines 1 through 14. 

On page 215, after line 25, insert: 

(12) Paragraph (3) of section 202(g) of such Act is re­
pealed. 

(13) Section 202(g) of such Act is amended by redesig­
nating paragraph (4) as paragraph (3). 
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JUSTIFICATION 

Section 308 of H.R. 6675 (as passed by the H-ouse of Represent~a­
tives) contains several complex provisions relating to special treat-~ 
ment in cases where a divorced woman remarries. Not only are the 
provisions complex, but if they are enacted in their present form an 
unintended anomalous situation would arise. This situation is that 
of a woman who was married to a worker long enough to eventually 
qualify for widow's benefits (either as his widow, if the marriage 
ended in his death, or as his surviving divorced wife, if he died after 
the marriage ended in divorce) and yet could not, because of a Sub­
sequent remarriage that ended in death after more than 1 year or 
divorce after more than 20 years, become entitled at age 60 to widow's 
benefits based on the first husband's earnings record. 

A considerable simplification of the provision, as well as a solution 
to this problem situation, could be acbieved by a change that would 
assure that where a widow (or surviving divorced wife) is not married 
at age 60 or over she will have whatever rights to benefits she has 
ever had, regardless of intervening marriages which have ended ir4 
death or divorce. Similar changes would also be made in the pro­
visions for paying wife's benefits to divorced wives and for paying 
mother's insurance benefit to young widows and "surviving divorced 
mothers" (termed "former wives divorced" under present law). 

C. 	 PERMIT THE VALIDATION OF COVERAGE OF CERTAIN MINISTERS 
WHO REPORTED THEIR EARNINGS FOR SOCIAL SECURITY PUR­
POSES FOR YEARS AFTER 1954 EVEN THOUGH THEY HAD NOT 
FILED WAIVER CERTIFICATES EFFECTIVE FOR THOSE YEARS 

TEXT 

On page 266, between lines 22 and 23 (but after the -newsection 328, 
relating to applications, the new section 329, relating ~o overpayments 
and underpayments, and the new section 330, relating to payments to 
two or more individuals of the same family), insert the following new 
section: 

VALIDATING CERTIFICATES FILED DY MINISTERS 

SEC. 331. (a) Section 1402(e) of the Internal Revenue 
Code of 1954 (relating to certificates to waive tax on self-
employment income in the case of ministers, members of 
religious orders, and Christian Science practitioners) is 
amended by striking out paragraphs (5) and (6) and inserting 
in lieu thereof the following: 

"(5) OPTIONAL PROVISION FOR CERTAIN CERTIFICATES 
FILED ON OR BEFORE APRIL 15, 1967.-Notwithstanding 
any other provision of this section, in any case where an 
individual has derived earnings in any taxable year 
ending after 1954 from the performance of service de­
scribed in subsection (c) (4), or in subsection (c) (5) inso­
far as it related to the performance of service by an 
individual in the exercise of his profession as a Christian 
Science practitioner, and has reported such earnings as 
self-employment income on a return filed on or before the 
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due date prescribed for filing such return (including any 
extension thereof)­

"(A) a certificate filed by such individual on or 
before April 15, 1965, which (but for this sub­
paragraph) is ineffective for the first taxable year 
ending after 1954 for which such a return was filed 
shall be effective for such first taxable year and for 
all succeeding taxable years, provided a supple­
mental certificate is filed by such individual (or a 
fiduciary acting for such individual or his estate, or 
his survivor within the meaning of section 205(c) 
(1) (C) of the Social Security Act) after the date of 
enactment of this paragraph and on or before April 
15, 1967, and 

"(B) a certificate filed after the date of enact­
ment of this paragraph and on or before April 15, 
1967, by a survivor (within the meaning of section 
205 (c) (1) (C) of the Social Security Act) of such an 
individual who died on or before April 15, 1965, may 
be effective, at the election of the person filing such 
a certificate, for the first taxable year ending after 
1954 for which such a return was filed and for all 
succeeding years, 

but only if­
"(i) the tax under section 1401 in respect to all 

such individual's self-employment income (except 
for underpayments of tax attributable to errors 
made in good faith), for each such year described in 
subparagraphs (A) and (B), is paid on or before 
April 15, 1967, and
 

"(ii) inany case where refund has been made of 
any such tax which (but for this paragraph) is an 
overpayment, the amount refunded (including any 
interest paid under section 6611) is repaid on or 
before April 15, 1967. 

The provisions of section 6401 shall not apply to any 
payment or repayment described in this paragraph." 

(b) In the case of a certificate or supplemental certificate 
filed pursuant to section 1402(e)(5) of the Internal Revenue 
Code­

(1) for purposes of computing interest, the due date 
for the payment of the tax under section 1401 of such 
Code which is due for any taxable year solely by reason 
of the filing of a certificate which is effective under such 
section 1402(e)(5) shall be April 15, 1967; 

(2) for purposes of section 6501 of suich Code, the 
statutory period for the assessment of any tax for any 
taxable year for which tax is due solely by reason of the 
filing of such certificate shall not expire before April 16, 
1970; and 

(3) for purposes of section 6651 of such Code (relating 
to addition to tax for failure to file tax return), the 
amount of tax required to be shown on the return shall 
not include tax tinder section 1401 of such Code which is 
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due for any taxable year solely by reason of the filing of 
a certificate which is effective under section 1402(e) (5). 

(c) Notwithstanding any provision of section 205(c)(5)(F) 
of the Social Security Act, the Secretary of Health, Educa-. 
tion, and Welfare may conform, before April 16, 1970, his 
records to tax returns or statements of earnings wIhich 
constitute self-employment income solely by reason of the 
filing of a certificate which is effective under section 1402(e) 
(5) of such Code. 

(d) The amendments made by this section shall be ap­
plicable (except as otherwise specifically provided therein) 
only to certificates with respect to which supplemental cer­
tificates are filed pursuant to section 1402(e) (5) (A) of such 
Code after the date of the enactment of this Act, and to cer­
tificates filed pursuant to section 1402(e) (5) (B) after such 
date; except that no monthly benefits under title 11 of the 
Social Security Act for the month in which this Act is enacted 
or any prior month shall be payable or increased by reason 
of such amendments, and no'lump-sum death payment under 
such title shall be payable or increased by reason of such 
amendments in the case of any individual who died prior to 
the date of the enactment of this Act. The provisions of sec­
tion 1402 (e) (5) and (6) of the Internal Revenue Code of 1954 
which were in effect before the date of enactment of this Act 
shall be applicable with respect to any certificate filed pur­
suant thereto before such date if a supplemental certificate 
is not filed with respect to such certificate as provided in this 
section. 

JUSTIFICATION 

Under present law, ministers who have been in practice for at least 
2 years had until April 15, 1965, to file certificates electing social se­
curity coverage. In some cases ministers have reported their earn­
ings for social security purposes and paid the social security tax for 
several years without ever filing the required waiver certificate. The 
absence of a waiver certificate is not discovered until the death or 
retirement of a minister, and benefits are either reduced or denied 
altogether as a result of the failure of the minister to file the certificate. 

The statute of limitations does permit some ministers who have been 
reporting their earnings for sccial security purposes for several years 
without filing the required waiver certificate to retain some social 
security credits. Generally, self-employment income credited to an 
individual's earnings record for a taxable year may be removed only 
within 3 years 3 months and 15 days following the end cf that taxable 
year. Thus, a minister who has been reporting his earnings erro­
neously since 1955, for example, and whose situation came to our 
attention after April 15, 1965, will still be able to retain his sceial 
secarity credits for the years 1955 through 1961. However, the 
amount of benefits payable would most likely be considerably less 
than if credit for years after 1961 were permitted to be used in the 
computation of benefits. (Such a situation exists in the case of the 
late Rev. Donald Aksel Olsen whose widow and minor children are 
receiving greatly reduced social security benefits as a result of Reverend 
Olsen's failure to file a waiver certificate. A private bill for the ielief 
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of his widow and minor children passed the House of Representatives 
in 1964.) 

To assure prompt discovery of the absence of a waiver, where 
ministers' tax returns are filed in the future, the Social Security 
Administration has recently instituted a system whereby self-employ­
ment tax returns filed by ministers are checked against our files to 
see if each minister who reports his earnings for social security purposes 
has filed a valid waiver. If the minister has not filed a waiver, and 
is eligible to do so, we will contact him and secure the waiver. 

Under the proposed amendment, a minister who fll~l a waiver 
certificate by April 15, 1965 (the expiration date of the present filing 
deadline), which was not effective for the first year after 1954 for 
which he reported his earnings for social security purposes would be 
permitted to ifile by April 15, 1967, a supplemental waiver certificate 
making his original waiver certificate effective with the first year 
after 1954 for which he filed social security returns. 

In addition, the survivors of a minister who died on or before April 
15, 1965, and who had filed social security returns without having 
ifiled a waiver, would be permitted to ifile a waiver on the minister's 
behalf by April 15, 1967, which would be effective with the first year 
after 1954 for which the minister filed social security returns. 

The proposal provides that all social security taxes due for each 
year for which a supplemental waiver filied by a minister, or a waiver 
ifiled by a survivor must be paid, or if previously refunded, repaid, by 
April 15, 1967, without interest. Benefits would be payable or 
increased beginning with the month after enactment. 

The Bureau of the Budget has expressed interest ia validating 
legislation of this type. There has also been White House interest 
expressed on behalf of the widow of a minister who filed social security 
returns without ever filing a waiver certificate. 

The cost of this proposal would he negligible. 
NOTE.-The proposed amendment is very similar to the ministers' 

validating provisions in the 1960 amendments. 

D. 	 PROVIDE ALTERNATE RULES FOR DETERMINING WHICH BENEFIT 
IS PAYABLE TO AN INDIVIDUAL SIMULTANEOUSLY ENTITLED TO A 
DISABILITY INSURANCE BENEFIT AND AN OLD-AGE INSURANCE 
BENEFIT 

TEXT 

On page 184, lines 4 and 5, strike out "such disability insurance 
benefit for such month" and insert in lieu thereof-

the larger of such benefits for such month, except that, if 
such individual so elects, he -shall instead be entitled to only 
the smaller of such benefits for such month 

JUSTIFICATION 

The change on page 184 is needed because in some disability freeze 
cases-especially in the case of blind people who become entitled to 
the disability freeze but continue to work and earn substantial 
amounts-the reduced old-age insurance benefit is larger than the 
disability insurance benefit, and in such a case the disability beneficiary 
can become entitled, under present law, to the old-age insurance 
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benefit before he reaches age 65. The difference in the benefit amount 
in such cases occurs because (1) earnings in a-period of disability are 
excluded in the disability insurance benefit computation and (2) 
earnings in the period of disability can be included in the old-age 
insurance benefit computation. Blind people have been advised to 
apply for the disability freeze and have been assured that this would 
guarantee that their benefit would be the largest they could qualify 
for under any provision of the law. 

The portion of this change which would permit a beneficiary to 
elect the smaller benefit is needed in order to continue a present 
practice. Some people getting disability insurance benefits apply for 
the lower old-age insurance benefit after they reach age 62, if they have 
substantial earnings, because they would rather have a smaller benefit 
and have the retirement test apply than be annoyed by periodic 
investigations of their disability status and the uncertainty of knowing 
what benefits they can count on getting. There seems to be no good 
reason xvhy a worker who is eligible for both should not be allowed to 
choose between a disability insurance benefit and aii old-age insurance 
benefit. 

E. 	 EXTEND THE LIFE OF APPLICATIONS FOR SOCIAL SECURITY BENE­
FITS AND DETERMINATIONS OF DISABILITY TO THE DATE OF THE 
FINAL DECISION THEREON BY THE SECRETARY 

TEXT 

On page 266, between lines 22 and 23, insert the following new 
section: 

APPLICATIONS FOR BENEFITS 

SEC. 328. (a) Section 202(j) (2) of the Social Secuirity 
Act is amended to read as follows: 

"(2) An application for ally monthly benefits under this 
section filed before the first month in which the applicant 
satisfies the reurements for such benefits shall be deemed 

avalid applicato ony if the applicant satisfies the require-
merits for such benefits before the Secretary makes a final 
decision on the application. If upon final decision by the 
Secretary, or decision upon judicial review thereof, such 
applicant is found to satisfy such requirements, the applica­
tion shall be deemed to have been filed in such first month." 

(b) Section 216(i) (2) of such Act (as amended by subsection 
(b) (1) of section 303) is amended by striking out subpara­
graph (E) and inserting in lieu thereof the following: 

"(E) An application for a disability determination filed 
before the first day on which the applicant satisfies the 
requirements for a period of disability under this subsection 
shall be deemed a valid application only if the applicant satis­
fies the requirements for a period of disability before the 
Secretary makes a final decision on the application. If upon 
final decision by the Secretary, or decision upon judicial 
review thereof, such applicant is found to satisfy such require­
ments, tile application shiall be deemed to have been filed in 
such first month." 

48-591-651--3a 
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(c) The first sentence of section 223(b) of such Act is 
amended to read as follows: 

"An application for disability insurance benefits filed 
before the first month in which the applicant satisfies the 
requirements for such benefits (as prescribed in subsection 
(a) (1)) shall be deemed a valid application only if the 
applicant satisfies the requirements for such benefits before 
the Secretary makes a final decision on the application. If 
upon final decision by the Secretary, or decision upon 
judicial review thereof, such applicant is found to satisfy 
such requirements, the application shall be deemed to have 
been filed in such first month." 

(d) The amendments made by this section shall apply 
with respect to (1) applications filed on or after the date of 
enactment of this Act (2) applications as to which the Sec­
retary has not made a final decision before the date of 
enactment of this Act, and (3) if a civil action with respect 
to final decision by the Secretary has beeii commenced 
under section 205(g) of the Social Security Act before the 
date of enactment of this Act, applications as to which 
there has been no final judicial decision before the date of 
enactment of this Act. 

JUSTIFICATION 

Under present law, the prospective life of an application for monthly 
social security benefits is -limited to 3 months from the date of filing, 
except in the case of an application for disability benefits where the 
application must be filed within 3 months of the beginning of the 
waiting period. In effect, an applicant who does notimeet therequire­
mnents for eligibility on the date of application has 3 months in which 
to meet them before his application expires. 

A problem arises under present law when a~n aypplicationi is disallowed 
and much later, during some stage of the appeal s process, it is determ­
ined that the applicant first became eligible-for example, met the 
disability requirements or attained retirement age-after the period 
for which his application is effective has expired. The need for filing 
a new application may be discovered so late (an application may be 
effective retroactively for no more than 12 months) that no entitlement 
can be established for the first months of eligibility. In such a case, 
if the claimant has died without filing a new application, no entitle­
mnent for any months can be established and a loss of all benefits is 
incurred. 

Such cases appear inequitable; yet, without the proposed change, 
the only complete remedy is to take repeated applications to prevent 
loss of benefits in cases which are in process for a considerable period 
to obtain needed evidence or because of reconsideration and appeals. 

There would be no cost to the program as a result of this change. 

F. OVERPAYMENTS AND UNDERPAYMENTS 

TEXT 

On page 102, strike out everything beginning with line 9 and down 
to and including line 9 on page 103 and insert in lieu thereof the 
following: 
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"(b) Where the Secretary finds that­
"(1) more than the correct amount of payment has 

been made under this title to a provider of services or other 
person for items or services furnished an individual and 
the Secretary determines that, within such period as he 
may specify, the excess over the correct amount cannot 
be recouped from such provider of services or other 
person, or 

"(2) any payment has been made under section 
1814(e) or 1835(c) to a provider of services or other 
person for items or services furnished an individual, 

proper adjustment or recovery shall be made with respect to 
the amount in excess of the correct amount, under regula­
tions prescribed (after consultation with the Railroad Retire­
ment Board) by the Secretary, by (A) decreasing any pay­
ment under title II of this Act or under the Railroad Retire­
ment Act of 1937, as the case may be, to which such indi­
vidual is entitled, or (B) requiring such individual or his 
estate to refund the amount in excess of the correct amount, 
or (C) decreasing any payment under title II of this Act or 
under the Railroad Retirement Act of 1937, as the case may 
be, payable to the estate of such individual or to any other 
person on the basis of the wages and self-employment income 
(or compensation) which were the basis of the payments to 
such individual, or (D) by applying any combination of the 
foregoing." 

On page 103, lines 10 and 16, after "adjustment" insert "or re­
covery". 

On page 103, strike out everything beginning with line 18 to and 
including line 24 and insert in lieu thereof the following: 

"(c) There shall be no adjustment as provided in subsection 
(b) of payments (including payments under section 1814(e) 
and 1835(c)) to, or recovery as provided in such subsection by 
the United States from, any person who is without fault if 
such adjustment or recovery would defeat the purposes of 
title II of this Act or of the Railroad Retirement Act of 1937, 
as the case may be, or would be against equity and good 
conscience. 

On page 266, between lines 22 and 23 (but after the new section 328, 
relating to applications), insert the following new section; 

OVERPAYMENTS AND UNDERPAYMENTS 

SEc. 329. (a) Section 204(a) of the Social Security Act is 
amended to read as follows: 

SEc. 204. (a) Whenever the Secretary finds that more or 
less than the correct amount of payment has been made to 
any person under this title, proper adjustment or recovery 
shall be made, under regulations prescribed by the Secretary, 
as follows; 

"(1) With respect to payment to a person of more than the 
correct amount, the Secretary shall decrease any payment 
under this title to which such overpaid person is entitled, or 
shall require such overpaid person or his estate to refund the 
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amount in excess of the correct amount, or shall decrease any 
payment under this title payable to his estate or to any 
other person on the basis of the wages and self-employment 
income which were the basis of the payments to such over­
paid person, or shall apply any combination of the foregoing. 

"(2) With respect to payment to a person of less than the 
correct amount, the Secretary shall make payment of the 
balance of the amount due such underpaid person, or, if such 
person dies before payments are completed or before negotia­
ting, one or more checks representing correct payments, dis­
posiItion of the amount due shall be made under regulations 
prescribed by the Secretary in such order of priority as he 
determines will best carry out the purposes of this title." 

(b) Section 204 (b) of such Act is amended to read as follows: 
"(b) In any case in which more than the correct amount 

of payment has been made, there shall be no adjustment 
of payments to, or recovery by the United States from, any 
person who is without fault if such adjustment or recovery 
would defeat the purpose of this title or would be against 
equity and good conscience." 

JUSTIFICATION 

Overpaymen~ts 
Under section 1870 of the Social Security Act, as added by H.R. 

6675, the Secretary is authorized to recover a health benefit overpay­
ment made to or on behalf of a person (who will be referred to, for 
convenience, as the "overpaid person") by withholding the cash social 
security or railroad retirement benefits payable to him or, if he should 
die, by withholding such benefits payable to others getting benefits 
on the same earnings record. This provision parallels the provision 
in present law relating to the recovery of cash bene~fit overpayments. 
Neither the provision in H.R. 6675 nor the provision in present law 
specifically authorizes recovery through withholding benefits payable 
to another person getting benefits on the same earnings record where 
the over paid person is still alive. 

An adminitrative procedure has been developed, and has been 
used for about 20 years, under which an incorrect payment made to 
one beneficiary who becomes ineligible for benefits is recovered from 
benefits subsequently payable to another beneficiary in those cases 
where the latter was living with the overpaid person at the time the 
overpayment was made (and presumably, therefore, shared in the 
overpayment) and is living with the overpaid person at the time the 
action is taken to recover the overpayment. Since there is no specific 
legal authority for present practice, it cannot be followed if the 
beneficiary whose benefits are being, withheld obj ects. If the person 
objects after his benefits have been withheld, any benefits withheld 
must be repaid. 

The General Accounting Office, in a report to the Congress dated 
July 25, 1961, recommended that the Secretary of Health, Ed­
ucation, and Welfare seek legislative authority to recover over­
payments to a living person by withholding benefits of other people 
getting benefits on the same earnings record. Under the proposal, 
the Secretary would have authority, in any case where there had been 
an overpayment of either health benefits or cash benefits, to recover 
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the overpayment by withholding the cash social security benefits 
(and, in the case of an overpayment of health benefits, cash railroad 
retirement benefits) of the overpaid person or of other people who 
are getting benefits on the same earnings record, whether or not the 
overpaid person is alive. 

Under section 1870 of the Social Security Act, as added by H.R. 
6675, and also under present law, a beneficiary who is liable for re­
payment of an overpayment made to or on behalf of another person 
is denied the opportunity for waiver of adjustment or recovery if the 
overpaid person was at fault, even though he himself is without 
fault and otherwise meets all conditions for waiver. The first part 
of this proposal, which would authorize the Secretary to recover 
an overpayment with respect to one person (regardless of whether 
he is dead or alive) by withholding benefits of another who is getting 
benefits on the same earnings record as the overpaid person, would 
result in more instances than under present law where people who 
are liable for repayment of overpayments made to or on behalf of 
others would have no opportunity to have recovery waived. 

Under the proposal, any beneficiary who is liable for repayment of 
an overpayment, whether the overpayment was made to him or to 
another person, would be able to qualify for waiver of adjustment or 
recovery if he is without fault and if adjustment or recovery would 
defeat the purpose of title II or the Railroad Retirement Act, or would 
be against equity and good conscience. 
Underpayments 

A provision of present law enacted in 1939 provides that where "an 
error has been made" resulting in an underpayment to a beneficiary 
who has subsequently died, the underpayment is to be paid by in­
creasing the subsequent benefits of others getting benefits on the same 
earnmngs-record as the deceased. Since the law did Dot (and does not 
now) contain any provision for the disposition of underpayments in 
death cases where there aie no subsequent benefits payable, policies 
were developed in conjunction with the General Accounting Office 
and regulations were issued to define procedures for settling such 
underpayments. In the absence of complete and specific statutory 
authority for the settlement of underpayments, these administrative 
procedures have been challenged in sevei al court cases. A 1949 case 
forced the Social Security Administration and the General Accounting 
Office to make a distinction between cases where a check had been 
properly issued but had not been cashed by the beneficiary before his 
death, on the ground that no "error" had been made, and cases where, 
though the payment was due, no check had yet been issued. 

In a case decided last year, Guarino v. Celebrezze, the court held that, 
even in cases where a check has not been issued, in the absence of an 
actualerror the provisions in present law for settling underpayments do 
not govern. The court stated that nonpayment is not an "error." 
Since most underpayments do not involve mistakes, it would seem to be 
necessary, in the absence, of a change in the law, to further revise the 
procedures for settling underpayments. Moreover, it appears from 
court opinions that the question will have to be resolved by providing 
for payment to the estate rather than to subsequent beneficiaries in 
more instances than under present procedures. The procedure for 
paying the estate is much more complex and cumbersome than the 
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procedure for merely adding the amount of the underpayment to 
subsequent benefits payable on the same earnings record. 

In order to simplify the procedures for Settling underpayments and 
to make it possible to handle underpayments without the threat of 
adverse court decisions, this proposal would provide specific statutory
authority for the Social Security Administration to settle underpay­
ment,. 

There would be no additional cost to the program as a result of these 

changes.V. PUBLIC ASSISTANCE 

A. 	EXTENSION OF TIME FOR STATE To COMPLY WITH NEW REQUIRE-
MENTs RELATING TO PROVISION OF MEDICAL ASSISTANCE 

TEXT 

On page 58, line 22, page 59, line 20, page 60, line 14, page 129, 
line 6, page 135, line 24, page 282, line 19, and page 296, line 21, 
strike out "July 1, 1967" and insert in lieu thereof "January 1, 1968". 

On page 59, line 23, strike out "July 1967" and insert in lieu thereof 
"January 1968". 

On page 145, line 4, strike out "June 30, 1967" and insert in lieu 
thereof "December 31, 1967". 

JUSTIFICATION 

IH.R. 6675 gives States until July 1, 1967, to have in effect a plan
under title XIX-Medical Assistance-if they are to continue to 
make, with Federal participation, vendor payments for medical care. 
It also imposes on that date certain minimum requirements as to 
persons included in the plan and services that must be provided under 
it. Many States will need action by their legislatures to effect these 
changes. 

It has been pointed out that many 1965 legislative sessions are 
drawing to a close and that 1967 will be the first opportunity that 
some States will have to consider needed legislation. Such States 
are faced with a difficult if not impossible situation to get legislation 
enacted and a State plan developed and in operation by July 1, 1967. 
The proposed amendment would accordingly give States another 6 
months to comply with the new requirements by advancing the 
relevant dates from July 1, 1967, to January 1, 1968. 

B. 	ELIMINATION OF SEPARATE REQUIREMENTS IN RELATION TO 
TUBERCULOUS PATIENTS 

TEXT 

On page 132, line 22, page 137, line 23, page 154, line 8, page 156, 
lines 11 and 12, page 158, line 24, and page 161, line 9, strike out 
"tuberculosis or". 

On page 133, lines 1 and 2, page 154, lines 11 and 12, and page 159,
lines 3 and 4, strike out "or tuberculosis (as the case may be)". 

JUSTIFICATION 

As a part of the amendment adopted by the Senate last year and 
incorporated in H.R. 6675 the restrictions were relaxed on Federal 
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matching of expenditures for aged persons in institutions for mental 
diseases or tuberculosis and for persons ia other hospitals following 
a diagnosis of tuberculosis or psychosis. Most of the safeguards 
designed to insure improved care were made applicable to both groups. 
Subsequent study indicates that the number of aged, tuberculous 
patients is so small that with present methods of treatment special 
safeguards were not necessary for this group. 

The amendment would accordingly leave the safeguards fully 
applicable to the mentally ill but would simply eliminate restrictions 
on the treatment of tuberculosis in general hospitals or of the aged 
persons with tuberculosis who are in specialized institutions. These 
patients would then be in the same situatioa exactly as anyone in a 
hospital for any other illness. 

C. 	 FEDERAL PARTICIPATION IN COST OF TRAINING PROFESSIONAL 
MEDICAL PERSONNEL 

TEXT 

On page 137, line 11, after "compensation" insert "or training". 

JUSTIFICATION 

In developing H.R. 6675 the Ways and Means Committee con­
cluded that, since the program was primarily one of medical assistance, 
provisions for social services and training like those in the other 
public assistance titles of the Social Security Act were unnecessary 
and inappropriate. Such provisions accordingly were not included 
in the bill. As a result, the bill omnits authorization for training of 
health personnel to work in the medical assistance program. W1ow­
ever, authorization for this training does not exist in the other public 
assistance title. 

The amendment would correct this defect by including authoriza­
tion for Federal participation in the cost of training along with the 
separate provision for participating in the compensation of profes­
sional medical personnel and staff directly supporting them. In 
this context it would be clear that the training authority is intended 
to apply only to health personnel. 

D. 	MEDICAL CARE AND SERVICES SUBSTITUTED FOR MEDICAL ASSIST­
ANCE; COMPARABILITY NOT REQUIRED FOR SERVICES IN TUBER­
CULOSIS OR MENTAL INSTITUTIONS 

TEXT 

On page 127, line 15, after "provide that" insert "(except as to 
care and services described in paragraph (14) of section 1905(a))"Y. 

On page 127, line 23, page 128, line 1, and page 128, lines 8 and 15, 
strike out "assistance" and insert "care and services" and on page 
128, line 1, strike out "is" and insert "are" and on page 128, line 7, 
after "provide" insert "(except as to care and services described in 
paragraph (14) of section 1905(a))". 

On page 142, lines 21 and 24, after "services" insert "(other than 
services in an institution for tuberculosis or mental diseases)". 

On page 143, line 17, strike out "and" at the end of the line. 
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On page 143, between lines 17 and 18, insert the following new 
paragraph.: 

(14) inpatient hospital services and skilled nursing home 
services in an institution for tuberculosis or mental diseases; 
and 

On page 143, line 18, strike out "(14)"' and insert in lieu thereof
"(15)". 

JUSTIFICATION 

Amendments beginning on page 127 and down through page 143 
should be considered as a group.

The new title XIX defines "medical assistance" its payment for 
care and services furnished to specified classes of individuals-persons 
age 65 or older, dependent children, etc. Some of the requirements'
in the bill for an approved State plan, e.g., the comparability of the 
care and services provided for various groups of individuals, use the 
term "medical assistance" when some or all of the persons involved 
are not those included in the definition. This group of amendments 
wvould, for this reason, change the term "medical assistance" in those 
instances to "medical care and services". 

Among the requirements for approval of State plans under the new 
title XIX is one for comparability of services among various groups
of recipients (mentioned above) and another requring provision of 
recipients (mentioned above) and another requiring provision of in­
patient hospital services, physician services, and several other specified 
typs of services by July 1, 1967. This group of amendments would 
alspo make it clear that such requirements don't apply in the case of 
services ihi institutions for tuberculosis or mental diseases; Federal 
financial participation is authorized only with reslpect to those age
65 or older and, therefore, applying this requirement to such services 
would not be appropriate at this time. 

The amendments would exclude from "inpatient hospital services" 
and "skilled nursing home services" (which are part of the definition 
of medical assistance) services provided in tuberculosis or mental 
institutions and would list separately such services provided in insti­
tutions for tuberculosis or mental diseases. This change would help
mnake clear that it is optional, rather than mnandatory, for a State to 
include such services for aged individuals under its plan. 

E. 	 AUTHORIZATION OF PROTECTIVE PAYMENTS FOR THE BLIND AND 
DISABLED UNDER TITLES X AND XIV OF THE SOCIAL SECURITY ACT 

TEST 

On page 274, between lines 9 and 10, insert the following: 
(c) Section 1006 of the Social Security Act (as amended 

by section 221 of this Act) is amended by adding at the end 
thereof the following new sentence: "Such term also includes 
payments which are not included within the meaning of such 
term under the preceding sentence, but which would be so 
included except that they are made on behalf of such a needy 
individual to another individual who (as determined in ac­
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cordance with standards prescribed by the Secretary) is inter­
ested in or concerned with the welfare of such needy indi­
vidual, but only with respect to a State whose State plan 
approved under section 1002 includes provision for­

"(1) determination by the State agency that such 
needy individual has, by reason of his physical or 
mental condition, such inability to manage funds that 
making payments to him would be contrary to his 
welfare and, therefore, it is necessary to provide such 
assistance through payments described in this sentence; 

"(2) making such payments only in cases in which 
such payments will, under the rules otherwise applicable 
under the State plan for determining need and the 
amount of aid to the blind to be paid (and in conjunc­
tion with other income and resources), meet all the 
need of the individuals with respect to whom such 
payments are made; 

"(3) undertaking and continuing special efforts to pro­
tect the welfare of such individual and to improve, to 
the extent possible, his capacity for self-care and to 
manage funds; 

"(4) periodic review by such State agency of the de­
termination under paragraph (1) to ascertain whether 
conditions justifying such determination still exist, with 
provision for termination of such payments if they do not 
and for seeking judicial appointment of a guardian or 
other legal representative, as described in section 1111, 
if and when it appears that such action will best serve 
the interests of such needy individual; and 

"(5) opportunity for a fair hearing before the State 
agency on the determination referred to in paragraph 
(1) for any individual with respect to whom it is made." 

(d) Section 1405 of the Social Security Act (as amended 
by section 221 of this Act) is amended by adding at the end 
thereof the following new sentence: "Such term also includes 
payments which are not included within the meaning of 
such term under the preceding sentence, but which would 
be so included except that they are made on behalf of such 
a needy individual to another individual who (as determined 
in accordance with standards prescribed by the Secretary) is 
interested in or concerned with the welfare of such needy 
individual, but only with respect to a State whose State 
plan approved under section 1402 includes provision for­

"(1 determination by the State agency that such 
needy individual has, by reason of his physical or 
mental condition, such inability to manage funds that 
making payments to him would be contrary to his 
welfare, and therefore, it is necessary to provide such 
assistance through payments described in this sentence; 

"(2) making such payments only in cases in which 
such payments will, under the rules otherwise applicable 
under the State plan for determining need and the 
amount of aid to the permanently and totally disabled to 
be paid (and in conjunction with other income and re­
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sources), meet all the need of the individuals with 
respect to whom such payments are made; 

"(3) undertaking and continuing special efforts to 
protect the welfare of such individual and to improve, 
to the extent possible, his capacity for self-care and to 
manage funds; 

"(4) periodic review by such State agency of the 
determination under paragraph (1) to ascertain whether 
conditions justifying such determination still exist, 
with provision for termination of such payments if they 
do not and for seeking judicial appointment of a guardian 
or other legal representative, as described in section 
1111, if and when it appears that such action will best 
serve the interests of such needy individual; and 

"(5) opportunity for a fair hearing before the State 
agency on the determination referred to in paragraph 
(1) for any individual with respect to whom it is made." 

On page 274, line 10, strike out "(c) " and insert in lieu thereof "(e)" 
On page 274, line 12, insert "i X, XIV," after "title I". 

JTrSTIFICATION 

Originally the Social Security Act authorized only money payments 
to public assistance reiints. Such payments could also be made 
to a legal guardian whreone exists. Since 1950 the act has also 
authorized payments for medical care on behalf of public assistance 
-recipients. In 1958 a Senate amendment was enacted which author­
ized not only legal guardians but legal representatives to receive 
money payments. As part of the Public Welfare Amendments of 
1962 the Congress authorized protective payments to be made under 
safeguards to another individual concerned with the welfare of a 
recipient who, because of physical or mental incapacity, was unable to 
handle money. The 1962 amendments limited this provision to recip­
ients of aid to families with dependent children. 

H.R. 6675 would extend protective payment provisions and apply 
safeguards surrounding them to aged persons receiving assistance 
under title I of the Social Security Act and to the aged, blind, and 
disabled persons receiving assistance under title XVI. *The proposed 
amendment to the bill would include the same provisions in the 
separate programs of aid to the blind and aid to the permanently and 
totally disabled administered under titles X and XIV of the act, 
thereby making all the public assistance titles the same in this respect. 

F. 	TIME LIMITATION FOR GIVING STATE NOTICE OF HEARING ON 
PUBLIC ASSISTANCE ISSUES AND SCOPE OF JUDICIAL REVIEW 

TEXT 

On page 276, line 2, strike out "Upon" and insert in lieu thereof 
"Within 30 days after". 

On page 276, line 15, strike out "notice" and insert in lieu thereof 
"it has been notified". 

On page 276, lines 24 and 25, and page 277, lines 6 and 7, strike 
,out "unless substantially contrary to the weight of the evidence" and 
insert in lieu thereof "if supported by substantial evidence". 



TEXT OF AND J-USTIFICATIONS FOR AMENDMENTS TO H.R. 6675 25 

JUSTIFICATION 

The judicial review provision included in the House-passed bill sets 
time limits on virtually all steps of the process by which a State may 
appeal to court. In one instance, however, no time limit is set. This 
is the period between the Secretary's receipt of the State's request 
for hearing and the sending of a notice setting the time and place of 
such hearing to the State. The amendment would set a 30-day 
time limit that may elapse at this point. 

The judicial review provision also uses "unless substantially con­
trary to the weight of the evidence" as the standard for determining 
whether the administrative findings of fact are conclusive. Virtually 
:all of our grant-in-aid statutes, as well as the Administrative Pro­
cedure Act, to use the more commonly accepted phrase hwhich the 
amendment here recommended would substitute. 

G. 	DESCiuRIPTON OF STANDARDS AND PROCEDURES A STATE WILL 
USE To ASSURE HIGHT QUALITY MEDICAL CARE, 

TEXT 

On page 134, line 11, strike out "and". 
On page 134, line 20, strike out the period and insert in lieu thereof 

";and", and between lines 20 and 21 insert the following new 
jparagraph: 

"(22) include descriptions of (A) the kinds and numbers 
of professional medical personnel and supporting staff that 
wlJ be used in the administration of the plan and of the 
responsibilities they will have, (B) the standards, for private 
or public institutions in which recipients of medical assist­
ance under the plan may receive care or services, that will be 

utiizebytheStae athoityor authorities responsible for 
estblihin mantanin the coop-an sch standards, (C) 

eratve wth tate health and Staterranemets 	 agencies 
voctioalrehbiltaionagncies entered into with a view 

to maximium utilization of and coordination of the provision 
of medical assistance with the services administered or 

suevsed by such agencies, and (D) other standards and 
methods that the State will use to assure that medical care 
and services provided to recipients of medical assistance are 
of high quality." 

JUSTIFICATION 

Title XIX includes a number of requirements that States establish 
standards a~nd enter into cooperative arrangements between State 
agencies in the operation of their medical assistance plans. Utiliza­
tion of professional medical personnel in the administration of a plan 
is also required. In order to insure consistency and to set forth 
clearly the various elements which a State will uise to essure a hi-h 
quality of medical care under its plan, the proposed amendment wou~Id 
require that the State plan include a description of the standards, 
methods, and administrative arrangements which affect quality cf 
medical care that a State will use in administering medical assistance. 
The amendment would give no authority to the Department of 
Health, Education, and Welfare with respect to the content. of such 
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standards and methods. In this respect it is somewhat analogous to 
the requirement, which has been in the public assistance titles since 
1950 and which is included in the new title XIX, requiring States to 
have an authority or authorities responsible for establishing and 
maintaining standards for private or public institutions in which 
recipients may receive care or services. 

H. 	 INCOME DISREGARDED UNDER ONE PUBLIc ASSISTANCE TITLE 
To BE DISREGARDED ALSO UNDER OTHER PUBLIc ASSISTANCE 
TITLES 

TEXT 

On page 145, strike out lines 8 through 16 and insert in lieu thereof 
the following paragraph: 

(2) Section 1109 of such Act is amended to read: "Any 
amount which is disregarded (or set aside for future needs) 
in determining eligibility of and amount of the aid or assist­
ance for any individual under a State plan approved under 
title I, IV, X, XIV, XVI, or XIX shall not be taken into 
consideration in determining the eligibility of and amount 
of aid or assistance for any other individual under a State 
plan approved under any other of such titles." 

JUSTIFICATION 

Existing law (sec. 1109) requires that when income is exempted in 
determining the need of a blind person under title X of the Social 
Security Act that the income which has been exempted for the blind 
individual not be taken into account in determining the need of another 
individual, such as a spouse or dependent, who is applying for assist­
ance under one of the other public assistance titles. H.R. 6675 
extends this principle to the new Title XIX-Medical Assistance. 
The proposed amendment would make the principle applicable to all 
public assistance programs. This is desirable since a number of 
earnings exemptions are now required or authorized under the various, 
public assistance titles. 



'PART TWO-MINOR SUBSTANTIVE TECHNICAL AND 
CLARIFYING AMENDMENTS 

I. HEALTH INSURANCE 

A. BEGINNING DATE OF ENROLLMENT PERIOD AND COVERAGE
 

PERIOD
 

On page 43, lines 2 and 3, strike out "the first day of the second 
month which begins after". 

TEXT 

On page 43, strike out lines 21 through 25 and insert in lieu thereof: 
"(2) (A) in the case of an individual who enrolls pursuant 

to subsection (d) of section 1837 before the month in which 
he first satisfies paragraphs (1) and (2) of section 1836, the 
first day of such month, or 

"(B1) in the case of an individual who enrolls pursuant 
to such subsection (d) in the month in which he first satisfies 
such paragraphs, the first day of the month following the 
month in which he so enrolls, or 

"(C) in -the case of an individual who enrolls pursuant 
to such subsection (d) in the month following the month in 
which he first satisfies such paragraphs, the first day of the 
second month following the second month in which he so 
enrolls, or 

"(D) in the case of an individual who enrolls pursuant to 
such subsection (d) more than one month following the month 
in which he satisfies such paragraphs, the first day of the 
third month following the month in which he so enrolls, or 

"(E) in the case of an individual who enrolls pursuant 
to subsection (e) of section 1837, the July 1 following the 
month in which he so enrolls. 

JUSTIFICATION 

The change on page 43, lines 2 and 3, would facilitate administration 
of the supplementary health insurance program by advancing to the 
date of enactment the time during which a person eligible to enroll 
may enroll. This change would provide at least 1 additional month 
during which applications could be taken. The proposed insert in 
lieu of lines 21 through 25 of page 43 would permit supplementary 
health insurance to become effective in the month the individual 
attains age 65 if he enrolls in any of the 3 prior months, and is other­
wise eligible. If he enrolls in the month in which he attains 65, 
coverage would be effective with the beginning of the following month. 
In the case of an individual who files 1 month thereafter his coverage 
would be effective for and after the second month following his 
enrollment month. If he delays longer than 1 month, his coverage 
would be effective for and after the third month following his enroll­
ment month. 

27 
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B. 	ADVANCING THE TIME OF APPROPRIATION OF FUNDS FOR PAY­
MENTS TO SUPPLEMENTARY HEALTH INSURANCE TRUST FUND FOR 
CONTINGENCY RESERVE 

TEXT 

On page 62, lines 13 and 14, strike out "during the fiscal year ending
June 30, 1966". 

On page 62, line 16, strike out "the next fiscal year" and insert in lieu 
thereof "the fiscal year ending June 30, 1967,". 

JUSTIFICATION 

The changes would amaend a provision in the bill which deals with 
the reserve contingency advance for supplementary insurance. The 
changes are needed to provide greater flexibility as to the time of 
appropriation by authorizing it to be made at the beginning of the 
fiscalyear 1966, at any time during such fiscal year, or shortly thereaf ter. 

0. 	ALLOW PAYMENT OF AMOUNT APPROPRIATED FOR NONINSURED AT 
THE BEGINNING OF THE FISCAL YEAR 

TEXT 

On page 109, line 25, insert "for any fiscal year" before the comma. 
On page 110, line 1, insert "or to be made during such fiscal year" 

after "payments made". 
On page 110, line 7, insert "or expected to result" before "there­

from". 
On page 110, line 10, insert "at the end of such fiscal year" after 

"the same position". 
JUSTIFICATION 

The changes would amend a provision in the bill which deals with 
payments from the general fund of the Treasury for noninsured persons 
eligible under the transitional insured status provision. The proposed 
changes would allow payment of the full amount appropriated for a 
fiscal year at the beginning of the fiscal year as well as during such 
year. 

D. 	PROVIDE THAT AN EMPLOYING AGENCY OF CERTIFYING OR DIS­
B3URSING OFFICER WOULD BE EXCUSED FROM LIABILITY WHEN 
SUCH OFFICER is EXCUSED 

TEXT 

On page 26, between lines 7 and 8, insert the following new para­
graph: 

"(3) No agency or organization shall be liable to the 
United States for any payments referred to in paragraph (1) 
or (2)." 

On page 57, after line 25, insert the following new paragraph: 
"(3) No carrier shall be liable to the United States for any 

payments referred to in paragraph (1) or (2)." 
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JUSTIFICATION 

The changes are needed in order to provide agencies and organiza­
tions authorized to make payments under part A and carriers author­
ized to make payments under part B with the same immunity from 
liability for incorrect payments'as would be provided their certifying
and disburing officers. 

E. 	DELETION OF SPECIFICATION OF ONLY SOME OF THE SERVICES 
INCLUPED As DIAGNOSTIC TESTS UNDER "MEDICAL AND OTHER 
HEALTH SERVICES"~ 

TEXT 

On page 82, strike out lines 15, 16, and 17 and insert in lieu thereof 
the fo lowing;_ 

"(1) diagnostic X-ray and laboratory tests, and other 
diagnostic tests; 

JUSTIFICATION 

The proposed change would simplify and clarify the provision cover­
ing diagnostic and laboratory tests under part B by deleting the 
mention of some but not all of the tests for which payments could 
be made. 

F. 	INDIVIDUAL NOT To BE CONSIDERED DISCHARGED FROM AN 
EXTENDED CARE FACILITY IF ADMITTED TO SAME OR ANY OTHER 
SUCH FACILITY WITHIN 14 DAYS 

On page 71, lines 24 and 25, strike out "if readmiitted thereto 
within 14 days after discharge therefrom" aind insert in lieu thereof-

if, within 14 days after discharge therefrom, he is admitted 
to such facility or any other extended care facility 

JUSTIFICATION 

The bill now provides that an individual discharged from an 
extended care facility will be deemed not to have been discharged if 
he is readmitted to the same facility within 14 days. In some cases, 
a bed may not be available when he needs to return. The proposed
change is needed to permit the person to go to some other participating
facility. 

G. 	ADVANCE FILING OF APPLICATIONS FOR HOSPITAL INSURANCE 
BENEFITS By NONINSURED 

TEXT 

On page 109, line 1, insert "more than 3 mnonths" after "ifiled by an 
individual". 

JUSTIFICATION 

The change on page 109, line 1, is needed because without this change 
an uninsured person, who is made eligible for hospital insurance 
benefits under part A, and who attains age 65 in September 1966, for 
example, could enroll under the supplementary insurance plan in 
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June 1966 but would have to be told to come back again in September
1966 to ifile another application for hospital insurance under the basic 
plan, since no advance filing by such an individual is provided for un­
der the bill. The change would permit applications for part A 
coverage by such individuals also to be made in advance and thus 
would facilitate administration. 

II. OASDI 

A. 	 CLARIFYING CHANGES IN PROVISION RELATING TO THE ADOPTION 
OF A CHILD BY AN OLD-AGE INSURANCE BENEFICIARY 

TEXT 

On page 261, line 8, after "such individual" insert "adopted after 
such individual became entitled to such disability insurance benefits". 

On page 261, line 21, before the comma insert­
(or, if such child was adopted by such individual after such. 
individual attained age 65, the period of disability of such 
individual which existed in the month preceding the month 
in which he attained age 65) 

On page 262, strike out lines 1 and 2 and insert in lieu thereof-
paragraph (9)) who adopts a child after such individual be­
comes entitled to such benefits, clause (i) of paragraph (1) (C)
shall not apply to such child unless such 

JUSTIFICATION 

The change on page 261, line 8, and the changes on page 262, lines 
1 and 2, amend a provision in the bill which imposes new eligibility 
requirements upon children who are adopted after the worker be­
comes entitled to old-age insurance benefits or disability insurance 
benefits. The changes are needed to limit the application of the new 
requirements to cases in which the child is adopted after the worker 
becomes entitled to the benefits. 

The change on page 261, line 21, is needed because under ll.R. 
6675 a period of disability terminates when the worker becomes 65. 
Without this change there would be cases where a child who met 
all of the requirements could not become entitled to benefits because 
the period of disability which existed up to age 65 would not exist 
at the time of the adoption. 

B. 	ADDITION TO PROVISION RELATING TO THE CHANGE IN THE 
DEFINITION OF DISABILITY To PROVIDE FOR CONTINUATION OF 
LIFE OF APPLICATIONS OF DEPENDENTS OF NEw DISABILITY 
INSURANCE BENEFICIARIES 

TEXT 

On page 182, line 21, after the period insert the following new 
sentence: 

The provisions of the preceding sentence shall also be 
applicable in the case of applications for monthly insurance 
benefits under title II of the Social Security Act based on the 
wages and self-employment income of an applicant with 
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respect to whose application for disability insurance benefits 
under section 223 of such Act subparagraph (B) (i) or (ii) of 
the preceding sentence is applicable. 

JUSTIFICATION 

The addition page 182, line 21, amends a provision in the bill which 
permits an application for disability insurance benefits filed prior to 
the month of enactment to be effective for benefits under the new law 
if the applicant did not die prior to su6h month and notice of the 
final decision on such previous application has not been given. Since 
the provision is applicable only to applications for disability insurance 
benefits and periods of disability, the addition is needed to include 
applications by dependents ifiled on the earnings record of a disabled 
worker. Without this addition, there would be cases in which benefits 
would be payable to a worker based on a previously filed application 
but not to his wife and children for some months because they do not 
have effective applications under the new law, even though they 
may all have ifiled on the same date. 

C. QUALIFICATION OF DIVORCED WIFE FOR WIDOW'S BENEFITS 

TEXT 

Page 209, line 3, insert before the comma: 
who was not entitled to wife's insurance benefits on the 
basis of the wages and self-employment income of such 
individual for the- month preceding the month in which he 
died 

JUSTIFICATION 

This change would clarify the provision to assure that in every case 
a woman age 62 or over who is entitled to wife's benefits as a divorced 
wife can become entitled to widow's benefits as a surviving divorced 
wife. If the change were not made a woman who qualified for wife's 
benefits and whose wife's benefits did not terminate when she later 
became divorced (after having been married for 20 years) would have 
to meet the special support requirements added by section 308 to 
qualify for widow's benefits. Her wife's benefits would terminate 
with the death of her former husband and as a result she could not get 
widow's benefits unless she could show that at the time her husband 
became entitled to benefits (while she was married to him) or at the 
time he died she was receiving from him at least half of her support or 
substantial contributions toward her support or there was a court 
order for such contributions. 

D. PROvIsION To AvoID AN INCREASE IN THE FAMILY MAXIMUM FOR 
SOME FAMILIES SOLELY BECAUSE OF ENTITLEMENT OF A CHILD 
ATTENDING SCHOOL 

TEXT 

On page 167, lines 3 and 15, after "person" insert­

(other than a person who would not be entitled to such 
benefits for such month without the application of the 
amendments made by section 306 of the Social Security 
Amendments of 1965) 
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JUSTIFICATION 

The change on page 167, line 3 and line 15, is needed because with­
out this change a child who applies for benefits under -the provisions 
-of section 306 of the bill in the month of enactment could, in cases 
where the family maximum is applicable, get mnore in benefits than 
would be payable if he delayed his application until a later month. 
.This problem arose when the new provisions for a child-age 18 or over 
(sec. 306 of the bill) were made retroactive to January 1965. There 
was no intent to increase the family maximum applicable in case of 
families entitled to benefits for the month of enactment or any prior 
month by including the benefit of a child over 18 who becomes entitled 
to a benefit for any such month by reason of the new provisions under 
-anapplication filed in the month of enactment of the bill. A premium
should not be put on filing in aparticular month. Section 302(a) (2) 
,should apply in the month of enactment, as it does now, for other 
people, on the rolls, but the benefit of a child entitled as a result of 
section 306 of the bill should be excluded from "the sum of the bene­
fits" which is increased under the bill and applies as the new family 
maximum. 

EXAMPLE 

A widow and one child are on the benefit rolls in January 1965. 
Their benefits are based on a present law PIA of $102. (The family 
maxium.of $228.80 does not apply with only w epeo h ol. 
In January they were paid $76.50 each. In June 1965, H.R. 6675 
is enacted and a child, age 20, applies for benefits in that month. As 
the bill is now written, their benefits would be as follows: 

NEW PIA, $109.20--FAMILY MAXIMUM, $228.80 

A lump suM check for retroactive benefits would be paid to the 
'20-year-old child (assuming he was entitled as of January 1965).'
The amount would be $379 (family maximum $228.80 minus $153 
(two times $76.50) equals $75.80 per month-for 5 months (January-
May) totals $379). For June, this child is entitled without the appli­
,cation of section 202 (j)(1) and the benefits for the family for June and 
future months would be-

Original
under present

law 
Adjusted 

Increased, 
107 percent 

Widow ----------------------------------------------------
Child -----------------------------------------------------

$76.50 
76.50 

$76.30 
76.0 

$81.70 
81.70 

Do---------------------------------------------------- 76.60 76.30 81.70 

Total------------------------------------------------------ 226.00 245.10 

ItIResidual payment to family maximum for retroactive months (sec. 202(j)(1) and sec. 203(a)(2), as 
amended). 
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If the older child had waited until July to. apply for benefits, the 

family's regular mo 3hly benefits would be is follows: 

Original Adjusted
benefit benefit 

Widow----------------------------------------------------------------- $81.90 $76.30 
Child------------------------------------------------------------------ 81.90 76.30 

Do----------------------------------------------------------------- 81.90 76.30 

Total--------------------------------------------------------I-------------- 228.90 

E. REPEAL OF A RECOMPUTATION PROVISION No LONGER NEEDED 

TEXT 

On page 176, between lines 9 and 10, insert the following new 
paragraph: 

(7) Effective January 2, 1966, subparagraph (B) of section 
102(f) (2) of the Social Security Amendments of 1954 is re­
pealed. 

JUSTIFICATION 

The change on page 176 between lines 9 and 10, repeals an old pro­
vision in the 1954 amendments (102 (f) (2) (B)) for a dropout recoin­
putation based on the acquisition of six quarters of coverage after 
June 1953. It was intended that this provision be repealed when the 
reference in section 215(b) (5) of present law was deleted by section 
302(a) (3) of the bill, but through oversight the repeal provision was 
omitted. It would be rare for a person (who would now be over 
age 75) who has not qualified for a dropout recomputation over the 
past years to finally acquire his sixth quarter of coverage after 1965 
-and qualify under this provision. 

F. 	ADDITIONAL POINT FOR CONVERSION OF A DISABILITY INSURANCE 
BENEFIT TO AN OLD-AGE INSURANCE BENEFIT 

TEXT 

On page 181, between lines 17 and 18, insert the following new 
subsection: 

(e) So much of section 215(a) (4) of such Act as precedes 
"the amount in column IV" is amended to read as follows: 

"(4) In the case of an individual who was entitled 
to a disability insurance benefit for the month before the 
month in which he died, became entitled to old-age 
insurance benefits, or attained age 65,".. 

On page 181, line 18, strike out "(e) " and insert in lieu thereof "(f)" 
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On page 183, between lines 20 and 21, insert the following new 
paragraph: 

(5) The amendment made by subsection (e) shall apply in 
the casd'of the primary insurance amounts of individuals who 
attain age 65 after the enactment of this Act. 

On page 188, strike out lines 7 and 8, insert in lieu thereof: 
(k) Section 2 15 (a) (4) of such Act is amended by striking 

out "such dis-
JUSTIFICATION 

The new paragraph (e) inserted between lines 17 and 18 on page
181 to change section 215(a) (4) of-the act is needed because of the 
new definition of disability that would be provided by section 303 of 
the bill. Without the change in section 215, there would be no way 
to convert the benefit of a woman who meets the new definition 
immediately upon enactment of the bill. The change is essential in 
subparagraph (A) of section 215(a) (4); since a similar change in 
subparagraph (B) is appropriate and would make the 2 subparagraphs.
the same, they are combined into one paragraph.

The change on page 181, line 18, is a conforming change.
The change on page 183, between lines 20 and 21, provides the 

effective date for the change on page 181. 
The change on p age 188., lines 7 and 8, is needed in order to eliminate 

a reference to "clause (B)" which, as ex'plained above in connection 
with the change on page 181, has been eliminated. 

EXAMPLE 

A woman reaches age 62 in January. 1965 and applies for an OAIB 
(old-age insurance benefit). Nine years are used in'the computation
of the PIA (primary insurance amount on which the OA1B is based).

H.R. 6675 is enacted in June 1965. She meets the new definition 
of disability (sec. 303 of the bill), files for DIB (disability insurance 
benefits) in July 1965, and her disability is established as of June 
1963. Her waiting period begin January 1964, when she is deemed 
to be age 62. Her DIR computation can be based on 7 years (out of 
the period 1951 to 1963, inclusive) with earnings in the disability period
excluded, or on 8 years out of the period 1951-64 inclusive. Her 
DIR is based on the 8-year computation using 1964 since this is better 
for her. 

She attains age 65 in January 1968-enading her period of disability.
Under section 215(a) (4), her DIR is converted to an OA1B when she 
"became entitled to an OAIB." Since she was previously entitled to 
an OAIB, her PIA for this benefit must be based on (a) the 9 years used 
originally or (b) the 7-year computation (out of the period 1951-63).
Either of these periods gives a lower PIA than the 8-year computation 
on which her DI1B is based. There is no way under present law to 
use the 8 years-converting the DIR to an OAIB. If a third computa­
tion point-attainment of age 6-5-were provided, this problem would 
not occur. Hence, the change on page 181. 
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G. 	PROVISIoN To AUTHORIZE PROCEDURES WHEREBY THE SURVIVING 
PAYEE OF A COMBINED SOCIAL SECURITY BENEFIT CHECK 
COULD BE PAID THE AMOUNT OF THE CHECK ISSUED FOR THE 
MONTH IN WHICH THE OTHER PAYEE DIED, ON THE CONDITION 
THAT ANY RESULTING OVERPAYMENT WOULD BE RECOVERED 

TEXT 

On page 266, between lines 22 and 23 (but after the new section 328, 
relating to applications, and the new section 329, relating to over­
payments and underpayments), insert the following new section: 

PAYMENTS TO TWO OR MORE INDIVIDUALS OF THE SAME 
FAMILY 

SEC. 330. Section 205(n) of the Social Security Act is 
amended to read as follows: 

"(n) The Secretary may, in his discretion, certify to the 
Managing Trustee any two or more individuals of the same 
family for joint payment of the total benefits payable to such 
'individuals for any month, and if one of ~uch individuals dies 
before a check representing such joint payment is negotiated, 
payment of the amount of such unnegotiated check to the 
surving individual or individuals may be authorized in 
accordance with regulations of the Secretary of the Treasury; 
except that appropriate adjustment or recovery shall be 
made under section 204(a) with respect to so much of the 
amount of such check as exceeds the amount to which such 
surviving individual or individuals are entitled under this 
title for such month." 

JUSTIFICATION 

Present procedures require that when one payee of a combined social 
security benefit check dies, the check issued for the month in which 
death occurs shall be returned to the Treasury Department for can­
cellation, and that another check shall be issued to the surviving 
beneficiary in payment of the particular benefit to which that bene­
ficiary is entitled for the month. The delay involved in this procedure 
frequently results in hardship for the survivor. This hardship might 
be avoided if procedures were worked out whereby the surviving 
beneficiary could be authorized to cash the combined check, on the 
condition that any resulting overpayment would be recovered. Since 
the Social Security Act does not contain any authority for making 
overpaymnents-and the combined check for the month of death would 
(unlike checks for previous months) represent an overpaymnent­
legislative authority is needed for making such temporary over­
payments. 

The proposal would authorize the Secretary to make a temporary 
overpayment so as to permit the surviving spouse to cash the combined 
check for the month in which the other spouse died. The overpay­
ment resulting from the cashing of the combined check would be 
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recovered through the adjustment proicedures now in the law. Specific.
procedures for cashing the check and for recovery of the overpayment 
would be spelled out in regulations of the Secretary of the Treasury.. 

There would be no cost to the program as a result of this change. 

H. VALIDATION OF CERTAIN ERRONEOUSLY REPORTED WAGES OF 
SOME EMPLOYEES OF NONPROFIT ORGANIZATIONS WHO HAVE 
FILED WAIVER.CERTIFICATES FOR OASDI COVERAGE 

TEXT 

OD page 235, between lines 7 and 8, insert the following new sub-~ 
section: 

(d) If­
(1) an individual performed service with respect to 

which remuneration was paid before the date of enact­
ment of this Act by an organization which, before such 
date, filed a waiver certificate pursuant to section 
3121 (k)(1) of the Internal Revenue Code, 

(2) such service is excluded from employment under 
title 1I of the Social-Security Act but would not be ex­
cluded therefrom if the requirements of such section 
3121(k)(1) had been met with respect to such service,. 

(3) such service was performed during the period such 
certificate was in effect, and 

(4) such individual was listed pursuant to such section 
3121 (k) (1) at any time during such period and before 
the date of enactment of this-Act as an employee who 
concurred in the filing of such certificate or such midi-. 
vidual filed a request for coverage pursuant to section. 
105(b) of the Social Security Amendments of 1960, as 
in effect prior to the enactment of this Act (but such 
listing or request was not effective with respect to the 
service described above),

then, subject to the conditions stated in subparagraphs (B),
(C), (D), and (E) of paragraph (1), and paragraph (4), of 
section 105(b) of the Social Security Amendments of 1960, 
as amended by this section, the remuneration of such in­
dividua~l which was paid with respect to such excluded 
service shall be deemed to constitute remuneration for 
employment for purposes of such title 1I. 

JUSTIFICATION 

Employees of nonprofit organizations can be covered under the 
social security system only if the organization files a waiver certificate 
in accordance with section 3121(k)-of the Internal Revenue Code. If 
such a certificate is filed, then all current employees who sign a list 
at that time (it may be amended to include additional names for a 
period of 2 years thereafter), or who are employed after the filing of 
the certificate, are covered for social security purposes. 

From time to time in the past organizations which have failed to 
meet all the requirements of section 3121(k) of the Internal Revenue 
Code with respect to some or all of their employees, but which have 
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paid the taxes due with respect to the remuneration of the employees 
not fully covered as a 	result of the failure, have been given an oppor­
tunity to rectify their omissions or other errors prospectively or retro­
aCtively, or both, through the enactment of special provisions of law. 
(The present bill includes one such provision, although, hopefully, 
the enactment of the bill, which. also includes a provision permitting 
the waiver certificate filed under section 3121(k) of the Internal 
Revenue Code to be made retroactive (at the option of the organiza­
tion) for up to 5 years, should all but completely eliminate the need 
for such special provisions in the future.) 

Though the Social Security Amendments of 1960 permitted many 
organizations to rectify their past errors under section 3121(k), we 
have learned of at least one case-and there may well be others-
where the organization made further errors in attempting to provide 
social security coverage for its employees through the use of the 
provisions of the amendments. As a result of these errors, the attempt 
to gain coverage for such employees was ineffective for part of the 
period of their employment. Their services both before and after 
this noncovered period were effectively covered for social security 
purposes. The change -here recommended in the bill would enable 
this organization, and any others in similar circumstances, to rectify 
this further, unintentional, error on their part and remove this gap) 
in the coverage of some of their employees. 

Ill. PUBLIC ASSISTANCE 

A. 	SOCIAL SECURITY PAYMENTs To BP, DISREGARDED B3Y THE STATE 
IN DETERMINING NEED 

TEXT 

On page 281, strike out lines 12 through 14, and insert the following: 
Act, any amount paid to any individual under title II of such 
Act (or under the Railroad Retirement Act of 1937 by reason 
of section 326(a) of this Act), for any one or more months 
which occur after December 1964 and before the third month 
following the month in which this Act is enacted, to the 
extent that such payment is 

JUSTIFICATION 

Section 406 of the bill1 would authorize the States to disregard, in 
determining the need for aid or assistance under the Federal-State 
public assistance programs, any payment for months prior to the 
mnonth it is received which is attributable to the OASDI benefit 
increase or the newly authorized benefits for children age 18 to 22 
attending school. The amendment on page 281 would make it clear 
that this section is intended only to take care of cases where the 
payments for prior months are due to the provision in the bill making 
the benefit increase and these new children's benefits retroactive to 
January 1, 1965. As drafted, this section of the bill is not clearly 
confined to such payments, as it unquestionably was intended to be. 
The revision would make it clear that this section applies only to 
payments covering a period of 1 or more months before the month 
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in which the payment is made, and which occur after December 1964 
and before the third month following the month in which the bill is 
enacted. 

The Social Security Administration indicates that if the bill is 
enacted during the first 15 days of a month the first regular monthly. 
check reflectiag the benefit increase (or including the regular payment
for children over 18) will most likely be the check for the second 
month following the month of enactment. This check would be 
mailed to the beneficiaries for receipt on the third day of the next 
month, i.e., the third month following the month of enactment. 
The lump-sum check covering retroactive payment fo the benefit 
increase (or retroactive benefits for children over 18) would be mailed 
during the second month following the month of enactment and would 
cover the increase through the month following the month of enact­
ment. 

If enactment is delayed until after the 15th of a month, the first 
regular check would be the one for the third month after enactment 
(mailed in the fourth month) and the lump-sum retroactive check 
would be mailed in the third month after the month of enactment 
(to include payments through the second month). The propcsed 
revision would cover such retroactive checks. 

The Ways and Means Committee, while clearly not intending to 
cover retroactive payments which are not related to the provision of 
the bill making the benefit increase and the benefits for children over 
18 retroactive to January 1, 1965, did intend to cover all payments
which were so related. including payments covering this 1- or 2-month 
period after enactment; otherwise the States would be required to 
make a distinction between the portion of the retroactive check 
which covers months after the month of enactment and the portion 
thereof which covers months up through the month of enactment. 

0 
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AN ACT
 
To 	 provide a hospital insurance program for the aged under 

the Social Security Ac~t with a supplementary health bene­

fits program and an expanded program of medical assistance, 

to increase benefits under the Old-Age, Survivors, and Disa­

bility Insurance System, to improve the Federal-State public 

assistance programs, and for other purposes. 

1 Be it enacted by the Senate and House of Representa­

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

3 That this Act, with the following table of contents, may be 

4cited as the "Social Security Amendments of 1965". 



2 

TA4BLE 4OF CONTWENTS 

Tflmn I-4hhm*~f bfsoni**+en inn -mm Aens *-f B AMmeo*, Aasse-mfan 

See-. 400 Short title. 

Se&-4017. Entitlemfent to hospital tnstanoffe bentefit&. 

benfefits. 

Sfie- 4801. Ppehibitioft against aniy Fedenia intefnterenee.
 
Ste-.4802. FPees eholee by patient gtitaranteed.
 
,Siee7 48017 Option to inidivid'iaek to obtain othee health'ieenepa
 

teetion. 

jaiffe5sqLptyMf sc:*Nf BBNEM51fp FOB THin *OBBo 

,Sffee 48417 Peset-iptioi 04 Progr'am.
 
See6- 4842w Seepe 64 bentefits.
 
,Sffee 48418 peduetibles.
 
SLee.48½1 Conditionfs 64 and limtitations enf patymfent 4o* serPiAee& 

{e-Peqjnreenent o4 reerpests and eel-ifleatiens. 
**Reasonable eost 04 sqe 

{e* No payments to Fedeeal proei~dees 4 sewie 
+d+ Payments 4ee enmegeney hospitpaleie&

<4Paymaent 4eeW inpastien hospital seeies i~op to 
notifleattion 64 nonatligibilityt-

Se 8417 Paymient to ppovizietts 4 e- ee 
Se 8417 Use 64 pH4bie atgeneteis oe pI-iwateOOg;~iSb to *ateili-

Sees 1847 Fedet'e4 hospital instwantee tenst 4-and. 

F*ftF B S-rPflHNTIx tfE~frifW fRFt;R*e~ee aeneeifs feon %Is tEeB 

Seew 4S84, Estaliohmzn-ft 04 upeetaY health insneanaee pee-

Se 8381 Paymfent 4 beleflts. 
Se 8847 pupeation 64seve 

,Se- 48817 -eoeedttee4 ee- payment 4 elaits a4 pieovidets 04 sei 
Se 846. Eligible indivdEnhels
 

SBee 484, Ent-oilment peteiods
 
TSlee 188&. Go'teeage peolod.
 

See48o~Amnoints 64 pei 
See480TPaymfent 64 pnemitfs. 

SEee 4.844. Fedeenl splmnayhealth insticanee benefits tenet 

,S~ee4849.Use 4 eaminioF t4o : :1miigai: 4 beefts 



3 

TABLE GP CONTENTS Ccrntinuzel 

T-mm~XVHI1-Hn*iii I4fesftm*eB Felt %%*s Arnnr Czrtinuzel 
2FA%&arLEJNA!RtYfBW Rq l f'l Bfflf~I+fI FORt 

RIE LOEHL o-rtr3z 

Siwe 4M&9 State areet o eviaee lgbei~ikul h 

See- 4861. Definitions 4 see-i~eee, nstitntiens1 ete-
Spe 4illness. 

*4inpatient hospita4 eae 
*4Inp.atient. psyehiatt-ie hospitalse*ee 

*4HesItab opia 

*f psyehiiattie hospitat.
*4qbelnetloeis hospitat. 

Exlm&n healh serviee*. 
*4Post-hospital hontenhealh sensee 

*4ft Hone -healthaee 

+*4 Ou~tpatient hospital diotgnostie swe 

senstee 

P4:Da-l A"4L 

eost. 

*4+State atnd UnMited Staites.
 
S~e& 1862 Emeelusons 4fpon eoei'egeag
 

Ste&l861. Use 64 State ageneies to detennine eentpliatnee by pro-

Sn 86&.Apee with poi-evders e4 s ie 



4 

T4B.F OF CONTENTS Ccrftintued 

WeTff~ XVIH-H 'r i4sffit**em ipfOwfi Aarn Con~itinud 

PMST ;C nCTIN2ESCUL*T3*M3ElCTJ cOnftiftued 

Su 847 Health iinswunnee benefits, adixisoty eotineib.
 
Se48687 X~tieo4 met4ieal ilizew eieintttee
 

B5074:869. Detormfinattiefn:; appeals-
Sue-4497- Ovefpaymenits Off bebel4 o iHEdii44+tale 
Sue. 418;1 Regolationts 
Sue. 1446 Appliefttion 04 eeptain pr-oitttons 04 tite 14-. 
Sue 448qg Pesignation o4 oi-gafl+Bfrtit*of pittlieattoe by name. 

Sue-446 Studies and rzemrenzr~tic'c 
Sue.40D87 TCfansitiona4 pisOnRo eltgi~ihty 4l pioesently uninsuAedPFI­

*idtius4so osianstae benefits­
,Sue- 404- Suspensiont in eatse e4 aliene peesons eonii-eted 04 sulweesi0 

aeti~ities. 
Sue-40)67 Raileoad ewmetamendfaents-
Sue-4067 Mfedioal emtpense deduetiefi 
Sue-40Z, Reeeipts foe employees mus shown tates separately. 
S5e-.408g Teehniieal and 1c1t e &mad relating to trust 

funds-
Sue. 4097. Ad44isoy eounfei4 on+soeial seetwiity. 
Sue- 4447 Mleanfing o4 temnSeer-etary4. 

P*STF12-Omt*WSTf STATES Pelt M50EOW* *s55m5T*mfe nos 

S~e- 4244 Establishment 4A roeias-

ThanE XIX GRAN!TS TO STATqES FOR*AM!Esfe~h A55f8TA*ff PiooEIRms 

Sue-40047 

FSue- 4908. Payment to StAtes-
Sue-4904- Opeteatiom e4 Stftte plnem+ 
Sue.I4090 peifiiem tlos­

550-.4297 Payment byp States e4 premiulmso heat 

Thanff 1 04-OEffl AMB*B*EIfTS 4Ft*Hb*oFf TO IIEAIII GA-HE 

FMy L" ERA *NfB e1ftfB ff*f*5TH *1*0 ORPaPP*EE ennHHMNum*Ssm 

Sue6 2047. InfeeeaSe inf matePnal and4 ehlid health serPi ees­

SuE3. 2097 Intefeese int erippled OhildIIeen s~ewiaees. 
SuEh 2087. Wrfinling e4 pIRofiessioal peronnSel~ foe the e" e 4 erippled 

ehlildren. 
Sme. 204- Payment 4fo inpaftoent hospita etie 

Su07Speeial peojeet grants for health 4 shehol and presehool 
eltildieem 

Se26.Eizalklationk and repoer 

5MM% IPASTI~LELIflN~nC MSNT* PAESH1*0 



5 

TABLIE OW CONTENTS Continuded 

Thte0 fl-O~me f'o Thwsrrrne Me~f*eraT CEnERCniHue* 

S e 2 4 7 m o z a o f i mi tu e nt Fu e ra n a s s i e t a n eese oe r e a t i s e d lo si at 

PS~e&229, Am endment to dlefnition of medieal atesistatnee for the agefli 

J-Soeetan SmerrmqpThiEtmR Armenarnete~p 

S~eer 800%Short title. 
S~eer 804rm intereatse in old-age, s~r~tr~anddiailt inetiranee be"efltq7 
S~eer 809% optto n emuaiR0 

See. 804-7 pamntoisability isirnetetfiamend eei,*"ettlmftt 

SeBer gog7. Payment of ehild's insitranmee benefits after, attain~men of age 
48 in ease of ehild attending sehoob. 

See 80V4. Iedueed beniefits forF widows att age 60% 
S~eer 80 Wfe's and+ widow's benefits forF dlivoreed wmn 
SE~e- 9W. Trransitional insured states. 
See l47 Ierease in amoueint anf individufa4 is permaitted to evarn withonit 

siagering 4*44 deduetions front benefits7 
Se?3 Goverage for doetors of tnedieine. 

S~ee? 312w Gross1 ieoAme of iarmers. 
Se? G8oiterage of tps-. 

S9ffeer 8447 Inehteion of Alaska and1 KenktttekEy among States per-mitted to 
dlivid their r-etirement systems. 

SHee? 8447- Additional -eio for eleeting eoerage uninde dividded retire­
ment systen. 

See 4-. Cover-age of temporary employees of the Distriet of Columbia. 
S~ee? 848r. Coveraet for eertain addition~al hospital employees in Oa~ih 

fornia. 
See? T+9 religions groups opposed to isiaea* ememption 4fo 
SEee? 82% iner-eatsfearig eounted ~for lb-enefmfit antd ta* ptirposes. 
S~eer 8§4- Changes inta sehedeales. 

military serittee er-editt&
 
Se?828W. Adoption4 by r-etired worker-
of mil 
Ser8Q4- Entension of per-iod forP filing proof of siipport and a-pplieationsq 

forF lumfip-sent death painent. 
S~ee? 849 Tr-eatment of eer-tain royalties for r-etirement test perposeer. 

Se?824& Amendmfents preSer-i-ng relationship between FrUairod r-etire­

S~ee? 824, Teehnieal amfendment relating to meetings of board of tretstees 
of he ld-gesser~izrt nddisbilty nseane trstfends. 



6
 

TAL -OF CONTENTS Cemftiuedd 

8fw-..44D- lnemisee Federftl payments iffkei pu4ble assistefe titee 04 
the Seeial Seeti-iy A-et. 

,Sfwe 4042- Pieteetiie payiients 
gii,- 409, Piegardi-ig eeia-t~i eafige i* EleFffi Pi di dei- as­

sistaffee Pregiva~fn fee the 4ged 
Site- 444- Qdi~c~iij-iddieiibl I-ei~ew 64 piiblice asitafisee deteffr4­-*41 

flaiells-
Sfw-. 449- Afaiftein~ee 4f Stat Vftb4e aseistaffe empeftditwes. 

benfite fm~Iemit beyeft4 age 198, to the e~tentat-btbet 
retpe~etet effeetiie dae.e 

&Be, 4O474 E.ensief 4 gee pepied -k disfegardin eer-tft ifteeme 4e*' 
States iwhe*e iegisatte4 hfts not me~ t egiufti* sesef 

S T~40 tef4!ece 4ofiate pftblie asiteeetnfee p.ieeteehftiea a 

whie4k :eeeme ebselete i+ 4067,
 

TABLE OF CONTENTS 

TITLE I-HEFALTH INSURANCE FOR THE AGED AND MEDICAL AsSISTANCE? 

SEC. 100. Short title. 

PART 1-HEALTH INSURANCE BENEFITS FOR THE AGED 

SEC. 101. Entitlement to hospitalinsurancebenefit8. 

S~c. 1023. Hospital insurance benefits and stspplementary medical insur­

ance benefits. 

TITLE XVIII-HEALTH INSURANCE FOR THE AGED 

SEC. 1801. Prohibitionagainst any Federalinterference.
 

SEC. 18023. Free choice by patient guaranteed.
 
SEC. 1803. Option to individualsto obtainother healthinsurancepro­

tection. 



7 

TABLE OF CONTENTS-Continued 

TITLE XVJII-HEBALTH INSURANCE FOR THE AGBD-Continued 

PART A-HOSPITAL INSURANCE BENEFITS FOR THE AGED 

SEC. 1811. Descriptionof program. 
SiC. 1812. Scope of benefits. 
SEc. 1813. Deductibles. 
S~ic. 1814. Conditionsof and limitations on payment for services. 

(a) Requirement of requests and certifications. 
(b) Reasonable cost of services. 
(c) No payments to Federalprovidersof services. 
(d) Payments for emergency hospitalservices. 
(e) 	 Payment for inpatient hospital services prior to 

notification of noneligibility. 
(f) Payment for certain emergency hospital services 

furnished outside the United States. 
SEC. 1815. Payment to providersof serviwes. 
SEC. 1816. Use of public agencies or private organizations to facili­

tate payment to providers of services.
 
SEc. 1817. Federalhospitalinsurancetrust fund.
 

PART B-SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE AGED 

SEc. 1831. Establishment Of supplementary medical insurance pro­
gram for the aged. 

SEC. 1832. Scope of benefits. 
SEC. 1833. Payment of benefits. 
SEC. 1834. Durationof services. 
SEC. 1835. Procedurefor payment of claims of providers of services. 
SEC. 1836. Eligible individuals. 
SEC. 1837. Enrollment periods. 
SEC. 1838. Coverage period. 
SEC. 1839. Amounts of premiums. 
SEC. 1840. Payment of premiums. 
SEC. 1841. Federalsupplementary medical insurance trustfund. 
SEC. 1842. Use of carriersfor administrationof benefits. 
SEC. 1843. State agreements for coverage of eligible individuals who 

are receiving money payments under public assistance 
programs. 

SEC. 1844. Appropriations to cover Government contributions and 
contingency reserve. 



8 

TABLE OF CONTENTS -Continued 

TIT.LE XVIII-HEALTH INSURANCE FOR THE AGED-Continued 

PART C-MISCELLANEOUS PROVISIONS 

Sic. 1861. Definitions of servwces, institutions, etc. 
(a) Spell Of illness. 
(b) Inpatienthospital serviwes. 
(c) Inpatient psychiatric hospitalservices. 
(d) Inpatient tuberculosis hospital services. 

(e) Hospital. 
(f) Psychiatrichospital. 
(g) Tuberculosis hospital. 
(h) Extended care services. 
(i) Post-hospitalextended care services. 
(j) Extended care facility. 
(k,) Utilizationreview. 
(1) Agreements for transfer between extended care 

facilities and hospitals. 
(in) Home health services. 
(n) Post-hospitalhome health services. 
(o) Home health agency. 
(p) Outpatient hospital diagnosticservices. 
(q) Physicians' services. 
(r) Physician. 
(s) Medical and other health services. 
(t) Drugs and biologicals. 
(u) Providerof services. 
(v) Reasonable cost. 
(w) Arrangements for certainservice8. 
(x) State and United States. 
(y) Chiropractors'and podiatrists'services. 

SEc. 18692. Exclusions from coverage. 
SEC. 1863. Consultationwith State agencies and other organizations 

to develop conditions of participation for providers of 
services. 

SEC. 1864. Use of State agencies to determine compliance by pro­
viders of services with conditions of participation. 

SEC. 1865. Effect of accreditation. 
SE~C. 1866. Agreements with providers of services. 
S.Ec. 1867. Healthinsurance benefits advisory council. 
SEc. 1868. National medical review committee.
 
SEc. 1869. Determinations;appeals.
 
SEc. 1870. Overpayments on behalf of individuals.
 
SEc. 1871. Regulations.
 
SEc. 18792. Application of certainprovisionsof titleIf.
 
SEC. 1873. Designationof organizationor publicationby name.
 
SEc. 1874. Administration.
 
S-9c. 1875. Studies and recommendations.
 

SEc. 	103. Transitional provision on eligibility of presently uninsured 
individuals for hospital insurance benefits. 

8-mc. 104. Suspension in case of aliens; persons convicted of subversive 
activities. 



TABLE OF CONTENTS-Continued 

TITLE XVIII-HBALTH INSURANCE FOR THE AGED-Continued 

PART C-MISCELLANEOUS PROVISIONS-eouttinuedZ 

SEC. 106. Railroad retirement amendments.
 
SEC. 106. Medical expense deduction.
 
SEC. 107. Receipts for employees must show taxes separately.
 
SEC. 108. Technical and administrative amendments relating to trust
 

funds. 
SEC. 109. Advisory council on social security. 
SEC. 110. Meaning of term "Secretary". 
SEC. 111. Administration of hospital insurancefor the aged by the Rail­

road Retirement Board. 
SEC. 1123. Additional Under Secretary and Assistant Secretaries of 

Health, Education, and Welfare. 

PART 2-GRANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAMS 

SEC. 1931. Establishment of programs. 

TITLE XIX-GRANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAMS 

,SEC. 1901. Appropriation.
 
SEC. 19023. State plans for medical assistance.
 
SEC. 1903. Payment to States.
 
SEC. 1904. Operation of State plans.
 
SENC. 1906. Definitions.
 

SEC. 1932. Payment by States of premiums for supplementary medical 
insurance. 

TITLE II-OTHER AMENDMENTS RELATING TO HEALTH CARE 

PART I-MATERNAL AND CHILD HEALTH AND CRIPPLED CHILDREN'S SERVICES 

SEC. 9301. Increase in maternal and child health services.
 
SEC. 93093. Increase in crippled children's services.
 
SEC. 9303. Training of professional personnel for the care of crippled
 

children. 
SEC. 9304. Payment for inpatient hospital services. 
SEC. 9306. Special project grants for health of school and preschool 

childlren. 
SEC. 9306. Evaluation and report. 
SEC. 9307. Increase in child welfare services. 
SEC. 9308. Day care services. 

PART 2-IMPLEMENTATION OF MENTAL RETARDATION PLANNING 

SEC. 9311. Authorization of appropriations. 

PART S-PUBLIC ASSISTANCE AMENDMENTS RELATING TO HEALTH CARE 

SEC. 2291. Removal of limitations on Federal participation in assistance to 

individuals with tuberculosis or mental disease. 
SEC. 93229.Amendment to definition of medical assistance for the aged. 

PART 4-MISCELLANEOUS AMENDMENTS RELATING TO HEALTH CARE 

SRC. 231. Health study of resources relating to children's emzotionl illnes. 



10
 

TABLE OF CONTENTS-Continued 

TiTL~E III-SOCIAL SECURITY AMENDMENTs 

SEC. 300. Short title. 
SEC. 301. Increase in old-age,8surt'~vor8,antidisabilityinsuran-ebenefits. 
SEC. 3023. Con utation andrecom~putationof benefits. 
SEsc. 303. Disabilityinsurance benefits. 
S-Ec. 304. Payment of disability insurance benefits after entitlement to 

other monthly insurance benefits. 
SEC. 305. Disabilityinsurance trutst fund. 
SEoC. 306. Payment of child's insurance benefits after attainment of age 

18 in case of child attendingschool andin case of child becow,­
ing disabled. 

SEC. 307. Reduced benefits for widows at age 60. 
S~c. 308. 'Wife'sand widow's benefits for divorced women. 
SEC. 309. Transitionalinsured status. 
SEC. 310. Increase in amount an individual is permitted to earn without 

suffering full deductionsfrom benefits. 
SEC. 311. Coveragefor doctors of medicine. 
SEC. 3123. Gross income of farmers. 
SEC. 313. Coverage of tips. 
S-EC. 314. Inclusion of Alaska among States permitted to divide their re­

tirement systems. 
SEC. 315. Additional period for electing coverage under divided retire­

ment system. 
SEC. 316. Employees of nonprofit organizations. 
SEC. 317. Coverage of temporary employjees of the Districtof Columbia. 
SEC. 318. Coverage for certain additional hospital employees in Cali­

fornia. 
SEC. 319. Tax exemption for religious groups opposed to insurance. 
SEC. 3230. Increaseof earningscounted for benefit and tax purposes. 
SEC. 3931. Changes in tax schedules. 
SEmC. 3229. Reimbursement of trust funds for cost of noncontributory mili­

tary service credits. 
SEC. 3933. Adoption of child by retiredworker. 
SzeC. 3234. Extension of periodfor filing proof of supportand applications 

for lump-sum death payment. 
SEC. 3935. Treatmentof certain royaltics for retirementtest purposes. 
SEC. 3236. Amendments preserving relationship between railroadretire­

ment and old-age, survivors, and disabilityinsurancesystems. 
SE-C. 3907. Technical amendment relating to meetings of board of trustees 

of the old-age, survivors, and disabilityinsurancetrust funds. 



I 1
 

TABLE OF CONTENTS-Continued 

TITLEr III-SOCIAL SECURIuTY AmENDMENTS-Conltinued 

SEC. 328. Applications for benefits. 
SEc. 3,09. Overpayments and underpayments. 
Siw. 330. Payments to two or more individualsof the same family. 
SEc. 331. Validating certificates filed by ministers. 
SEc. 332. Determnination of attorneys' fees in court p'roceedings under 

title II. 
SEC. 333. Continuationof widow's and widower's insurancebenefits after 

remarriage. 
SEC. 334. Changes in definitionof wife, widow, husband, and widower. 
SEC. 335. Reduction of benefits on receipt of workmen's compensation. 
SEC. 336. Facilitatingdisability determinations. 
SEC. 337. Payment of costs of rehabilitationservices from the trust funds. 
SEC. 338. Teachers in the State of Maine. 
SE-C. 339. Modification of agreement with North Dakota and Iowa with 

respect to certainstudents. 
SEC. 340. Qualificationof childrennot qualifiedunder State law. 
SEC. 341. Employees of members of affliatedgroup of corporations. 

TITLE IV-PUBLIC AssISTANCE AND MISCELLANEous AMENDmENTs 

SEC. 401. Increased Federalpayments under public assistance titles of 
the Social Security Act. 

SEwC. 402. Protective payments. 
SEC. 403. Disregardingcertain earnings in determining need under as­

sistance programsfor the aged, blind, and disabled. 
SEC. 404. Administrativeand Judicialreview of publicassistancedetermi­

nations. 
SEC. 405. Maintenanceof State public assistanceexpenditures. 
SEC. 406. Disregarding OASDI benefit increase, and child's insurance 

benefit payments beyond age 18, to the extent attributableto 
retroactiveeffective date. 

SEC. 407. Extension of grace period for disregardingcertain income for 
States where legislaturehas not met in regularsession. 

SEC. 408. Technical amendments relating to public assistance programs. 
SEC. 4109. Optometrists' services. 
SE-c. 410. Eligibilityof children over age 18 attending school. 
SEC. 4,11. Disregarding certain earnings in determining need of cer­

tain dependent children. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

12
 

TITLE I-HEALTH INSURANCE FOR THE AGED
 

AND MEDICAL ASSISTANCE 

SHORT TITLE 

SEC. 100. This title may be cited as the "Health Insur­

ance for the Aged Act". 

PART 1-HEALTHE INSURANCE BENEFITS FORB E AGED 

ENTITLEMENT TO HOSPITAL INSURANCE 

BENEFITS 

SE~c. 101. Title II of the Social Security Act is amended 

by adding at the end thereof the. following new section: 

"cENTITLEMENT TO HOSPITAL INSURANCE BENEFITS 

"SEc. 226. (a) Every indi~vidual who,­

"(1) has attained the age of 65, and 

"(2) is entitled to monthly insurance benefits under 

section 202 or is a qualified railroad retirement bene­

ficiary, 

shall be entitled to hospital insurance benefits under part A 

of title XVIII for each month for which he meets the con­
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1 dition specified in paragraph (2), beginning with the first 

2 month after June 1966 for which he meets the conditions 

3 specified in paragraphs (1) and (2). 

4 "(b) For purposes of subsection (a) -

5 " (1) entitlement of an individual to hospital insur­

6 ance benefits for a month shall consist of entitlement to 

'7 have payment made under, and subject to the limitations 

8 in, part A of title XVIIII on his behalf for inpatient hos­

9 pital services, post-hospital extended care services, post­

10 hospital home health services, and outpatient hospital 

11 diagnostic services (as such terms are defined in part C 

12 of title XVIII) furnished him in the United States (or 

13 outside the United States in the case of inpatienthospital 

14 services furnished under the conditions described in sec­

15 tion 1814(f)) during such month; except that (A) no 

16 such payment may be made for post-hospital extended 

17 care services furnished before January 1967, and (B) 
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no such payment may be made for post-hospital ex­

tended care services or post-hospital home health serv­

ices unless the discharge from the hospital required to 

qualify such services for payment under part A of title 

XVIII occurred after June 30, 1966, or on or after the 

first day of the month in which-he attains age 65, which-

over is later; and 

" (2) an individual shall be deemed en~titled to 

monthly irisurance benefits under section 202, or to be 

a qualified railroad retirement beneficiary, for -the month 

in which he died if he would have been entitled to 

such benefits, or would have been a qualified railroad 

retirement beneficiary-, for such month had he died in 

the next month. 

"(c) For purposes of this section, the term 'qual­

ified railroad retirement beneficiary' means an individual 
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:L whose name has been certified to the Secretary by the 

2 Railroad Retirement Board under section 21 of the Railroad 

3 Retirement Act of 1937. An individual shall cease to be a 

4 qualified railroad retirement beneficiary at the close of the 

5 month preceding the month which is certified by the Rail­

6 road Retirement Board as the month in which he ceased to 

7 meet the requirements of section 21 of the Railroad Retire­

8 ment Act of 1937. 

9 " (d) For entitlement to hospital insurance benefits in 

10 the case of certain uninsured individuals, see section 103 

11 of the Social Security Amendments of 1965." 

12 HOSPITAL INSURANCE BENEFITS AND SUPPLEMENTARY 

13 44:0$ LIPH MEDICAL INSURANCE BENEFITS 

14 SEC. 102. (a) The Social Security Act is amended by 

15 adding after title XVII the following new title: 
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"TITLE XVIII-H1EALTH INSURANCE FOR THE
 

AGED 

"PROETIBITION AGAINST ANY FEDERAL INTERFERENCE 

"SEc. 1801. Nothing in this title shall be construed to 

authorize any Federal officer or employee to exercise any 

supervision or control over the practice of medicine or the 

manner in which medical services are provided, or over the 

selection, tenure, or compensation of any officer or employee 

of any institution, agency, or person providing health serv­

ices; or to exercise any supervision or control over the 

administration or operation of any such institution, agency, 

or person. 

"cFREE CHOICE BY PATIENT GUARANTEED 

"SEC. 1802. Any individual entitled to insurance bene­

fits under this title may obtain health services from any in­

stitution, agency, or person qualified to participate under this 

title if such institution, agency, or person undertakes to pro­

vide him such services. 

"OPTION TO INDIVDUALS TO OBTAIN OTHER HEALTH 

INSURANCE PROTECTION 

"SEC. 1803. Nothing contained in this title shall be 

construed to preclude any State from providing, or any in­

dividual from purchasing or otherwise securing, protection 

against the cost of any health services. 
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"PART A-HJOSPITAL INSURANCE BENEFITS 

2 FOR THLE AGED 

3cc"DESCRIPTION OF PROGRAM 

4 "SEC. 1811. The insurance program for which entitle­

,5ment is established by section 226 provides basic protection 

6 against the costs. of hospital and related post-hospital services 

7in accordance with this part for individuals who are age 65 

sor over and are entitled to retirement benefits under title II 

9 of this Act or under the railroad retirement system. 

10 "cSCOPE OF BENEFITS 

11 "SEC. 1812. (a) The benefits provided to an individual 

12 by the insurance program under this part shall consist of en­

13titlement to have payment made on his behalf (subject to the 

14 provisions of this part) for­

15 " (1) inpatient hospital services for up to 60 120 

16 days during any spell of illness; 

17 "(2') post-hospital extended care services for up to 

8 2-0 days -(-ef ffp ta 100 days in eeft-4ai eif~effffstaee) 

19 during any spell of illness; 

20 " (3) post-hospital home health services for up to 

21 400 175 visits (during the any one-year period described 

22 in section 1861 (n) ) after the beginning of one spell of 

23 illness and before the beginning of the next; and 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2 5 

26 

18 

"(4) outpatient hospital diagnostic services. 

"(h) Payment under this part for services furnished an 

individual during a spell of illness may not -(su1jeet to 

subeetioas -fe) aii d-()-) be made for­

" (1) inpatient hospital services (including inpatient 

psychiatric hospital services and inpatient tuberculosis 

hospital services) furnished to him during such spell 

after such services have been furnished to him for 60 

120 days during such spell; oF 

"(2) post-hospital extended care services furnished 

to him -during such spell after such services have been 

furnished to him for 20 100 days during such sjpeRlb 

spell; or 

"(3) inpatient psychiatrichospitalservicesfurnished 

to him after such services have been furnished to him for 

a total of 210 days during his lifetime. 

l- ~The 20 days pf-evided by subhseetie*n (b s2heM 

be iftereased -(ibat by flet Hifirf than go days)- by twiee the 

nawaber- by whieb the days for w-hiek the individiii has 

already been fumished inpatient hespita seiwviees ia the speii 

of iIInes ffe less than 64D.~The individual mkay te~miniate the 

appljeatien of this subseetien wit f-espeet to any day -(-an 

the Y-emaeinig &dysift the spell of ilkess)- by an eleetion 

made at suieh time and,in waeh manneil as mavy be preseiibed 

by rglte*-1 h ubfo wMo othsi * 

tended eafe fseiwiees in the spell of illness has been inereased 
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I par-suaint to this siubseetiit - a ee-espondiffg r-edueite44e (eft 

2 flhe basis o foie daty of- iflpatiet~t hospite, ser-i~ees fef eaeh 

3 thvo days of p-,Rthospital e*t-eide4 eaf~e ser-viees in~e-xeeiis of 

4 2-0 phis-, whbefe the namb~lef of isffeh days of post-hospial 

exte aled eatre sefviees is aft odd nuffi bef*one day of ifipatiefi4 

6 hospital seIfviee) shAll e mfade ift th-e ftnamef of da-ys adlow­

7 able uftdef swtbseetiwoyt -(h)--(-) ffef the samfe spell of ilhiess-. 

8 "-(-) (c) If an individual 'is an inpatient of a psychiatric 

9 hospital or a tuberculosis hospital -on the first day of the first 

month for which he is entitled to benefits under this part, the 

11 days on which he was an inpatient of such a hospital in the 

12 60-day 120-day period immediately before such first day 

13 shall be included in determining the 60-4aty 120-day limit 

14 under subsection (b) (1) uwith respect to the spell of illness 

which includes such first day. 

16 "-(-e*) (d) Payment under this part may be made for 

17 post-hospital home health services furnished an individual 

18 only during the any one-year period describe'd in section 

19 1861 (n) following- his most recent hospital or extended care 

facility discharge which meets the requirements of such see­

21 tion, and only for the first 4-00 175 visits in such pei4o~ 

22 periods and after the beginning of one spell of illness and 

23 before the beginning of the next. 'The numiber:of*visits to be 

24 charged for purposes of the limitation in the preceding sen­

tence, in connection with items or services described in see­
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1 tion 1861 (in) shall be determined in accordance with 

2 regulations. 

3 "-() (e) For purposes of subsections (b) , (c) , (4d)-, affi 

4 -(e-. and (d), inpatient hospital services, post-hospital ex­

5 tended care services, and post-hospital home health services 

6 shall be taken into account only if payment is or-would be, 

7 except for this section or the failure to comply with the 

8 request and certification requirements of or under section 

9 1814 (a), made with respect to such services under this part. 

10 "-(-g) (f) For definition of 'spell of illness', and for defi­

11 nitions of other terms used in this part, see section 1861. 

12 "tDEDUCTIBLES 

13 "SEc. 1813. (a) (1) Payme~t The amount payable for 

14 inpatient hospital services furnished an individual during any 

15 spell of illness shall be reduced by a deduction equal to the 

16 inpatient hospital dledtietile; exeept tbatt sith Aduetible 

17 shAllitself be red*eed -byany dediietiei impiosed tiie* pa&m­

18 grah -(2} wit r-espeet to a diagfiestie etA&d by t~he saime 

19 hospitl whieh begeai before btit 4i4 uet eftd mere theai 20 

21 eha~ges in~esed with respeet to the individiia fef the ou4­

23 sody deductible or, if less, the charges imposed with respect 

24 to such individual for such services, except that, if the cus­

25 tomary chargesfor such services are greater than the charges 

26 so imposed, such customary charges shall be considered to be 
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1 the charges so imposed. Such amount shall be further re­

2 duced by a deduction equal to one-fourth of the inpatient 

3 hospital deductible for each day (before the 121st day) on 

4 which such individual is furnished such services during such 

5spell of illvess after such servicejs have been furnished to him 

6 for 60 days (luring such spell. 

7 "(2) VPaym~ei+i The amount payable for outpatient hos­

8 pital diagnostic services furnished an individual during a 

9~diagnostic study shall be reduced by a deduction equal to the 

10 sum of (A) one-half of the inpatient hospital deductible 

11 which is applicable to spells of illness beginning in the same 

12 calendar year as such diagnostic study and (B) 20 per 

13 centum-of the remainderof such amount. For purposes of the 

14 preceding sentence at*4 jpfgrap4h -(4)-, a diagnostic study for 

15 any individual consists of the outpatient hospital diagnostic 

16 services provided by (or under arrangements made by) the 

17 same hospital during the 20-day period beginning on the first 

18 day (not included in a. previous diagnostic study) on which 

19 he is entitled to hospital insurance benefits under section 226 

20 And on which outpatient hospital diagnostic services are 

21 furnished him. 

.22 " (3) Pa-ymeiit The amount payable to any provider of 

23 services under this part for services furnished an individual 

24 during any spell of illness shall be further reduced -by an 

25 amount -equal to the cost of the first three. pints of whole 
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blood furnished to him as part of such services during such 

spell of illness. 

"(4) The amount payable for post-hospital extended 

care services furnished an individual during any spell of V~l-. 

ness shall be reduced by a deduction equal to one-eighth of 

the inpatienthospital deductible for each day (before the 121st 

day) on which he is furnished such services after such serv­

ices have been furnished to him for 20 days duringsuch spell. 

" (b) (1) The inpatient hospital deductible which shall 

be applicable for the purposes of subsection (a) shall be 

$40 in the case of any spell of illness or diagnostic study 

beginning before 1969. 

" (2) The Secretary shall, between July 1 and October 

1 of 1968, and of each year thereafter, determine and pro­

mulgate the inpa~tient hospital deductible which shall be 

applicable for the purposes of subsection (a) in the case of 

any spell of illness or diagnostic study beginning during the 

succeeding calendar year. Such inpatient hospital deductible 

shall be equal to $40 multiplied by the ratio of (A) the cur­

rent average per diem rate for inpatient hospital services for 

the calendar year preceding the promulgation, to (B) the 

current average per diem rate for such services for 1966. 

Any amount determined under the preceding sentence which 

is not a multiple of 44 $4 shall be rounded to the nearest 

multiple of $6 $4 (or, if it is midway between two multiples 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

23
 

of $5 $4, to the next higher multiple of $5 $4). The cur­

rent average per diem rate for any year shall be determined 

by the Secretary on the basis of the best information available 

to him (at the time the determination is made) as to the 

amounts paid under this part on account of inpatient hospital 

services furnished during such year, by hospitals which have 

agreements in effect under section 1866, to individuals who 

are entitled to hospital insurance benefits under section 226, 

plus the amount which would have been so paid but for 

subsection (a) (1) of this section. 

"CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR 

SERVICES 

"Requirement of Requests and Certifications 

"SEC. 1814. (a) Except as provided in subsection (d), 

payment for services furnished an individual may be made 

only to providers of services which are eligible therefor under 

section 1866 and only if­

" (1) written request, signed by such individual 

except in cases in which the Secretary finds it impracti­

cable for the individual to do so, is filed for such payment 

in such form, in such manner, within such time, and by 

such person. or persons as the Secretary may by regula­

tion prescribe; 

"(2) a physician certifies (and recertifies, where 

such services: are furnished over a period of time, in such 
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eases, with such frequency, arid accompanied by such 

supporting material, appropriate to the case involved, 

as may be provided by regulations, except that the first 

of such recertifications shall be required in each case of 

inpatient hospital services not later than the 20th day of 

such period) that­

" (A) in the case of inpatient hospital services 

(other than inpatient psychiatric hospital services 

and inpatient tuberculosis hospital services), such 

services are or were required to he given on an inpa­

tient basis for such individual's medical treatment, 

or that inpatient diagnostic study is or was medically 

required and such services are or were necessary for 

such purpose; 

"(B) in the case of inpatient psychiatric hos­

pital services, such services are or were required to 

be given on an inpatient basis, by or under the super­

vision of a physician, for the psychiatric treatment 

of an individual; and (i) such treatment can or 

could reasonably be e~xpected to improve the condi­

tion for which such treatment is or was necessary or 

(ii)~inpatient diagnostic study is or was medically 

required and such services are or were necessary for 

such purposes; 

"+(B)- (C) in the case of inpatient tuberculosis 
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1 hospital services, such services are or were. required 

2 to be given on an inpatient basis, by or under the 

3 supervision of a physician, for the treatment of an 

4 individual for tuberculosis; and such treatment can 

5 or could reasonably be expected to .(i) improve the 

6 condition for which such treatment is or was neces­

7 sary or (ii) render the condition noncommunicable; 

8 "4G.) (D) in the case of post-hospital extended 

9 care services, such services are or were required to 

10 be given on an inpatient basis because the individual 

11 needs or needed skilled nursing care on a con­

12 tinuing basis for any of the conditions with respect 

13 to which he was receiving inpatient hospital services 

14 (or services which could constitute inpatient hos­

15 pital services if the institution met the requirements 

16 of paragraphs (6) and (8) of section 1861 (e) ) 

17 prior to transfer to the extended care facility 

18 or for a condition requiring such extended care serv­

19 ices which arose after such transfer and while he was 

20 still in the facility for treatment of the condition or 

21 conditions for which he was receiving such inpatient 

22 hospital services; 

23 "-(D*)- (E) in the case of post-hospital home 

24 health services, such services are or were required 
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1 because the individual is or was confined to his home 

2 (except when receiving items and services referred 

3 to in section 1861 (in) ('7) ) and needed skilled 

4 nursing care on an intermittent basis, or physical or 

5 speech therapy, for any of the conditions with re­

6 spect to which he was receiving inpatient hospital 

'7 services (or services which would constitute inpa­

8 tient hospital services if the institution met the re­

9 quirements of paragraphs (6) and (8) of section 

10 1861 (e) ) or post-hospital extended care services; 

11 a plan for furnishing such services to such individual 

12 has been established and is periodically reviewed by 

13 a physician; and such services are or were furnished 

14 while the individual was under the care of a phy­

15 sician; or 

16 "-(EF- (F) in the case of outpatient hospital 

17 diagnostic services, such services are or were re­

18 quired for diagnostic study; 

19 "(3) in the case of inpatient psychiatric hospital 

20 services, the services are those which the records of the 

21 hospital indicate were furnished to the individualduring 

22 periods when he was receiving (A) intensive treatment 

23 services, (B) admission and related services necessary 

24 for a diagnostic study, or (C) equivalent services; 

25 "484 (4) in the case of inpatient tuberculosis hos­
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pital services, the services are those which the records of 

the hospital indicate were furnished to the individual dur­

ing poriods when he was receiving treatment which 

could reasonably be expected to (A) improve his con­

dition or (B) render it noncommunicable; 

"-(-4)- (5) with respect to inpatient hospital services 

furnished such individual after the 20th day of a con­

tinuous period -ofsuch services and with respect to post­

hospital extended care services furnished after such day 

of a continuous period of such services as may be pre­

scribed in or pursuant to regulations, there was not in 

effect, at the time of admission of such individual to the 

hospital or extended care facility, as the case may be, a 

decision under section 1866 (d) (based on a finding that 

utilization review of long-stay cases is not being made in 

such hospital or facility) ; and 

"-(5) (6) with respect to inpatient hospital services 

or post-hospital extended care services furnished such in­

dividual during a continuous period, a finding has not 

been made (by the physician members of the committee 

or group, as described in section 1861 (k) (4) ) pursuant 

to the system of utilization review that further inpatient 

hospital services or further post-hospital extended care 

services, as the case may be, are not medically necessary; 

except that, if such a finding has been made, payment 



28
 

1 may be made for such services furnished before the 4th 

2 day after the day on which the hospital or extended care 

3 facility, as the case may be, received notice of such 

4 finding. 

5 To the extent provided by regulations, the certification and 

6 recertification requirements of paragraph (2) shall be 

'7 deemed satisfied where, at a later date, a physician makes 

8 certification of the kind provided in subparagraph (A), 

9 (B) , (C) , (D) , fw -(E) (E), or (F) of paragraph (2)~ 

10 (whichever would have applied) , but only where such certi­

1-1 fication is accompanied by such medical and other evidence 

12 as may be required by such regulations. 

13 "Reasonable Cost of Services 

14 "(b) The amount paid to any provider of services with 

15 respect to services for which payment may be made under 

16 this part sh6l shall, subject to the provisions of section 1813, 

17 be the reasonable cost of such services, as determined under 

18 section 1861 (v). 

19 "No Payments to Federal Providers of Services 

20 "(c) No payment may be made under this part (except 

21 under subsection (d) ) to any Federal provider of services, 

22 except a provider of services which the Secretary determines 

23 is providing services to the public generally as a community 

24 institution or agency; and no such payment may be made 

25 to any provider of services 'for any item or service which 
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such provider is obligated by a law of, or a contract with, 

the United States to render at public expense. 

'Payments for Emergency Hospital Services 

"(d) Payments shall also be made to any hospital for 

inpatient hospital services or outpatient hospital. diagnostic 

services furnished, by the hospital or under arrangements 

(as defined in section 1861 (w)_) with it, to an individual 

entitled to hospital insurance benefits under section 226 even 

though such hospital does not have an agreement in effect 

under this title if (A) such services were emergency serv­

ices and (B) the Secretary would be required to make such 

payment if the hospital had such an agreement in effect and 

otherwise met the conditions of payment hereunder. Such 

payments shall be made only in the amounts provided 

under subsection (b) and then only if such hospital agrees 

to comply, with respect to the emergency services provided, 

with the provisions of section 1866 (a) . 

"Payment for Inpatient Hospital Services Prior to Notifica­

tion of Noneligibility 

"(e) Notwithstanding that an individual is not entitled 

to have payment made under this part for inpatient 

hospital services furnished by any hospital, payment 

shall be made to such hospital (unless it elects not to 

receive such payment or, if payment has already been made 

by or on behalf of such individual, fails to refund such 
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payment within the time specified by the Secretary) for such 

services which are furnished to the individual prior to notifi­

cation to such hospital from the Secretary of his lack of en­

titlement, if such payments axe precluded only by reason of 

section 1812 and if such hospital complies with the require­

ments of and regulations under this title with respect to such 

payments, has acted in good faith and without knowledge of 

such lack of entitlement, and has acted reasonably in assumn­

ing entitlement existed. Payment under the preceding 

sentence may not be made for services furnished an indi­

vidual pursuant to any admission after the 6th elapsed 

day (not including as an elapsed day Saturday, Sunday, or a 

legal holiday) after the day on which such admi'ssion oc­

curred. 

"Payment for CertainEmergency HospitalServices 

Furnished Outside the United States 

"()The authority contained in subsection (d) shall be 

applicable to emergency inpatient hospital services furnished 

an individual by a hospital located outside the United States 

if­

"(1) such individual was physicallty present in a 

place within the United States at the time the emergency 

which necessitated such inpatient hospital services 

occurred; and 

"(2) such hospital was closer to, or substantially 
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more accessible from, such place than the nearesthospital 

within the United States which was adequately equipped 

to deal with, and was available for the treatment of, such 

individual's illness or injury. 

"cPAYMENT TO PROVIDERS OF SERVICES 

"SEC.. 1815. The Secretary shall periodically determine 

the amount which should be paid under this part to each pro­

vider of services with respect to the services furnished by 

it, and the provider of services shall be paid, at such time 

or times as the Secretary believes appropriate (but not less 

often than monthly) and prior to audit or settlement by the 

General Accounting Office, from the Federal Hospital Insur­

ance Trust Fund, the amounts so determined, with necessary 

adjustments on account of previously made overpayments or 

underpayments; except that no such payments shall be made 

to any provider unless it has furnished such information as 

the Secretary may request in order to determine the amounts 

due such provider under this part for the period with respect 

to which the amounts are being paid or any prior period, 

"cUSE OF PUBLIC AGENCIES OR PRIVATE ORGANIZATIONS 

TO FACILITATE PAYMENT TO PROVIDERS OF SERVICES 

"SEc. 1816. (a) If any group or association of pro­

viders of services -wishes to have payments under this part to 

such providers made through a national, State, or other public 

or private agency or -organization and nominates such agency 
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1 or organization for this purpose, the Secretary is authorized to 

2 enter into an agreement with such agency or organization pro­

3 viding for the determination by such agency or organization 

4 (subject to such review by the Secretary as may be pro­

vided for by the agreement) of the amount of the payments 

6 required pursuant to this part to be made to such providers, 

7 and for the making of such payments by such agency or 

8 organization to such providers. Such agreement may also 

9 include provision for the agency or organization to do all or 

any part of the following: (1) to provide consultative serv­

11 ices to institutions or agencies to enable them to establish 

12 and maintain fiscal records necessary for purposes of this 

13 part and otherwise to qualify as hospitals, extended care fa­

14 ci lities, or home health agencies, and (2) with respect to the 

providers of services which a-re to receive payments through 

16 it (A) to serve as a center for, and communicate to pro­

17 viders, any information or instructions furnished to it by the 

18 Secretary, and serve as a channel of communication from 

19 providers to the Secretary; (B) to make such audits of the 

records of providers as may be necessary to insure that 

.21 proper payments axe made under this part; and (C) to 

22 perform such other functions as are necessary to carry out 

23 this subsection. 

24 " (b) The Secretary shall not enter into an agreement 

with any agency or organization under this section unless 
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1 (1) he finds -(4.) (A) that to do so is consistent with the 

2 effective and efficient administration of this part, -(-.) (B) 

3 that such agency or organization is willing and able to assist 

4 the providers to which payments are made through it under 

5 this part in the application of safeguards against unnecessary 

6 utilization of services furnished. by them to individuals en­

'7 titled to hospital insurance benefits under section 226, and 

8 the agreement provides for such assistance, and -(3)- (2) such 

9 agency or organization agrees to furnish to the Secretary 

10 such of the information acquired by it in carrying out its 

11 agreement under this section as the Secretary may find 

12 necessary in performing his functions under this part. 

13 " (c) An agreement with any agency or organization 

14 under this section may contain such terms and conditions as 

15 the Secretary finds necessary or appropriate, may provide 

16 for advances of funds to the agency or organization for the 

17 making of payments by it under subsection (a), and shall 

18 provide for payment of so much of the cost of administration 

19 of the agency or organization as is determined by the Secre­

20 tary to be necessary and proper for carrying out the functions 

21 covered by the agreement. 

22 " (d) If the nomination of an agency or organization as 

23 provided in this section is made by a group or association of 

24 providers of services, it shall not be binding on members of 

H.R. 6675--2 
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-1 the group or association which notify the: Secretary of their 

2 election to that effect. Any provider may, upon such notice 

3 as may be specified in the agreement under this section with 

4 an agency or organization, withdraw its nomination to re­

5 ceive payments through such agency or organization. Any 

6 provider which has withdrawn its nomination, and any pro­

7 vider which has not made a nomination, may elect to receive 

8 payments from any agency or organization which has en­

9 tered into an agreement with the Secretary under this sec­

10 tion if the Secretary and such agency or organization agree 

11 to it. 

12 " (e) An agreement with the Secretary under this sec­

13 tion may be terminated­

14 " (1) by the agency or organization which entered 

15 into such agreement at such time and upon such notice 

16 to the Secretary, to the public, and to the providers as 

17 may be provided in regulations, or 

18 " (2) by the Secretary at such time and upon such 

19 notice to the agency or organization, to the providers 

20 which have nominated it for purposes of this section, 

21 and to the public, as may be provided in regulations, 

22 but only if he finds, after reasonable notice and op­

23 portunity for hearing to the agency or organization, 

24 that (A) the agency or organization has failed sub­
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1 stantially to carry out the agreement, or (B) the con­

2 tinuation of some or all of the functions provided for in 

3 the agreement with the agency or organization is dis­

4 advantageous or is inconsistent with the efficient ad­

5 ministration of this part. 

6 " (f) An agreement with an agency or organization un­

7 der this section may require any of its officers or employees 

8 certifying payments or disbursing funds pursuant to the agree­

9 ment, or otherwise participating in carrying out the agree­

:10 ment, to give surety bond to the United States in such 

:11 amount as the Secretary may deem appropriate. 

12 " (g) (1) No individual designated pursuant to an agree­

13 ment under this section as a certifying officer shall, in the 

14 absence of gross negligence or intent to defraud the United 

15 States., be liable with respect to any payments certified by 

16 him under this section. 

17 " (2) No disbursing officer shall, in the absence of gross 

18 negligence or intent to defraud the United States, be liable 

19 with respect to any payment by him under this section if it 

20 was based upon a voucher signed by a certifying officer des­

21 ignated as provided in paragraph (1) of this subsection. 

22 "(3) No such agency or organizationshall be liable to 

23 the United States for any payments referred to in paragraph 

24 (1) or (2)." 
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1 "cFEDERAL HOSPITAL. INSURANCE3 TRUST FUND 

2 "SEC. 1817. (a) There is hereby created on the 

3 books of the Treasury of the United States a trust fund to be 

4known as the 'Federal Hospital Insurance Trust Fund' 

5 (hereinafter in this section referred. to as the 'Trust Fund'). 

6 The Trust Fund shall consist of such amounts as may be 

7 deposited in, or appropriated to, such fund as provided in this 

8 part. There axe hereby appropriated to the Trust Fund for 

9 the fiscal year ending June 30, 1966, and for each fiscal 

10 year thereafter, out of any moneys in the Treasury not other­

11 wise appropriated, amounts equivalent to 100 per centumn 

12 of­

13 "(1) the taxes imposed by sections 3101 (b) and 

14 3111 (b) of the Internal Revenue Code of 1954 with 

15 respect to wages reported to the Secretary of the Treas­

16 ury or his delegate pursuant to subtitle F of such Code 

17 after December 31, 1965. as determined by the Secretary 

18 of the Treasury by applying the applicable rates of tax 

19 under such sections to such wages, which wages shall be 

20 certified by the Secretary of Health, Education, and 

21 Welfare on the basis of records of wages established and 

22 maintained by the Secretary of Health, Education, and 

23 Welfare in accordance with such reports; and 

24 " (2) the taxes imposed by section 1401 (b) of the 

25 Internal Revenue Code of 1954 with respect to self-em­
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1. ployment income reported to the Secretary of the Treas­

2 ury or his delegate on tax returns under subtitle F of 

3 such Code, as determined by the Secretary of the Treas­

4 ury by applying the applicable rate of tax under such sec­

5 tion to such self-employment income, which self-employ­

6 ment income shall be certified by the Secretary of Health, 

7 Education, and Welfare on the basis of records of self­

8 employment established and maintained by the Secre­

9 tary of Health, Education, and Welfare in accordance 

10 with such returns. 

11 The amounts appropriated by the preceding sentence shall 

12 be transferred from time to time from the general fund in 

13 the Treasury to the Trust Fund, such amounts to be deter­

14 mined on the basis of estimates by the Secretary of the 

15 Treasury of the taxes, specified in the preceding sentence, 

16 paid to or deposited into the Treasury; and proper adjust­

17 ments shall be made in amounts subsequently transferred to 

18 the extent prior estimates were in excess of or were less than 

19 the taxes specified in such sentence. 

20 " (b) With respect to the Trust Fund, there is hereby 

21 created a body to be known as the Board of Trustees of the 

22 Trust Fund (hereinafter in this section referred to as the 

23 'Board of Trustees') composed of the Secretary of the 

24 Treasury, the Secretar~y of labor, and the Secretary of 

25 Health, Education, and Welfare, all ex officio. The Secem­
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tary of the Treasury shall be the Managn Trustee of the 

Board'of Trustees (hereinafter in this section referred to as 

the 'Managing Trustee'). The Commissioner of Social 

Security shall serve as the Secretary 'of the Board of Trust­

ees. The Boa~rd of Trustees shall meet not less frequently 

than once each calendar year. It shall be the duty of the 

Board of Trustees to­

"(1) Hold the Trust Fund; 

"(2) Report to the Congress not later than the first 

day of March of each year on the operation and status 

of the Trust Fund during the preceding fiscal year and 

on its expected operation and status during the current 

fiscal year and the next 2 fiscal years; 

"(3') Report immediately to the Congress whenever 

the Board is of the opinion that the amount of the Trust 

Fund is unduly small; and 

" (4) Review the general policies followed in man­

aging the Trust Fund, and recommend changes in such 

policies, including necessary changes in the provisions 

of law which govern the way in which the Trust Fund 

is to-be managed. 

The report provided for in paragraph (2) shall include a 

statement of the assets of,. and the disbursements made from, 

the Trust Fund during-the preceding fiscal year, an estimate 

of the expected income to, and disbursements to be made 
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1L from, the Trust Fund during the current fiscal year and 

2 each of the next 2 fiscal years, and a statement of the actuarial 

3 status of the Trust Fund. Such report shall be printed as a 

4 House document of the session of the Congress to which the 

5 report is made. 

6 " (c) It shall be the duty of the Managing Trustee to 

7 invest such portion of the Trust Fund as is not, in his jndg­

8 ment, required to meet current withdrawals. Stich invest­

9 ments may be made only in interest-bearing obligations of the 

10 United States or in obligations guaranteed as to both princi­

11 pal and interest by the United States. For such purpose' 

12 such obligations may be acqluired (1) on original issue at 

13 the issue price, or (2) by purchase of outstanding obliga­

14 tions at the market price. The purposes for which obliga­

15 tions of the United States may be issued under the Second 

16 Liberty Bond Act, as amended, are hereby extended to 

17 authorize the issuance at par of public-debt obligations for 

18 purchase by the Trust Fund. Such obligations issued for 

19 purchase by the Trust Fund shall have maturities fixed with 

20 due. regard for the needs of the Trust Fund and shall bear 

21 interest at a rate equal to the average market yield (corn­

22 puted by the Managing Trustee on the basis of market quota­

23 tions as of the end of the calendar month next preceding the 

,24 date of such issue) on all marketable interest-bearing obli­
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]gations of the United States then forming a part of the 

2 public debt which axe not due or callable until after the ex­

3 piration of 4 years from the end of such calendar month; 

4 except that where such average market yield is not a 

multiple of one-eighth of 1 per centum, the rate of interest on 

6 such obligations shall be the multiple of one-eighth of 1 

7 per centum nearest such market yield. The Managing 

8 Trustee may purchase other interest-bearing obligations of the 

9 United States or obligations guaranteed as to both principal 

and interest by the United States, on original issue or at the 

I -1 market price, only where he determines that the purchase 

1.2 of such other obligations is in the public interest. 

13 "(d) Any obligations acquired by the Trust Fund (ex­

14 cept public-debt obligations issued exclusively to the Trust 

Fund) may be sold by the Managing Trustee at the market 

16 price, and such public-debt obligations may be redeemed at 

17 par plus accrued interest. 

18 " (e) The interest on, and the proceeds from the sale or 

19 redemption of, any obligations held in the Trust Fund shall 

be credited to and form a part of the Trust Fund. 

21 "(f) (1) The Managing Trustee is directed to pay from 

22 time to time from the Trust Fund into the Treasury the 

23 amount estimated by him as taxes imposed under section 

24 3101 (b) which are subject to refund under section 6413 (c) 

of the Internal Revenue Code of 1954 with respect to wages 
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1paid after December 31, 1965. Such taxes shall be deter­

2 mined on the basis of the records of wages established and 

3 maintained by the Secretary of Health, Education, and Wel­

4 fare in accordance with the wages reported to the Secretary 

5 of the Treasury or his delegate pursuant to subtitle F of 

6 the Internal Revenue Code of 1954, and the Secretary of 

7 Health, Education, and Welfare shall furnish the Managing 

8 Trustee such information as may be required by the Man­

9 aging Trustee for such purpose. The payments by the Man­

10 aging Trustee shall be covered into the Treasury as 

11 repayments to the account for refunding internal revenue 

12 collections. 

13 " (2) Repayments made under paragraph (1) shall 

14 not be available for expenditures but shall be carried to 

15 the surplus fund of the Treasury. If it subsequently appears 

16 that the estimates under such paragraph in any particular 

17 period were too high or too low, appropriate adjustments 

18 shall be made by the Managing Trustee in future payments. 

:19 "(g) There shall be transferred periodically (but not 

20 less often than once each fiscal year) to the Trust Fund from 

21 the Federal Old-Age and Survivors Insurance Trust Fund 

22 and from the Federal IDisability Insurance Trust Fund 

23 amounts equivalent to the amounts not previously so trans­

24 ferred which the Secretary of Health, Education, and 
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1 Welfare shall have certified as overpayments (other than 

2 amounts so certified to the Railroad Retirement.Board)-pur­

3 suant to section 1870 (b) of this Act. There shall be trans­

4 ferred periodically (but not less often than once each fiscal 

5 year) to the Trust Fund from the Railroad Retirement Ac­

6 count amounts equivalent to the amounts not previously so 

'7 transferred which the Secretary of Health, Education, and 

8 Welfare shall have certified as overpayments to the Railroad 

9 Retirement Board pursuant to section 1870 (b) of this Act. 

10 "(h) The Managing Trustee shall also pay from time to 

11 time from the Trust Fund such amounts as the Secretary of 

12 Health, Education, and Welfare certifies are necessary to 

13 make the payments provided for by this part, and the pay­

14 ments with respect to administrative expenses in accordance 

15 with section 201 (g) (1) . 

16 "PART B-S-UPPLEMENTARY R-B*A MEDICAL INSTUB­

17 ANCE BENEFITS FOB TiEE AGED 

18 "CESTABLISHMENT OF SUPPLEMENTARY RE AT H MEDICAL 

19 INSURANCE PROGRAM FOR TIHE AGED 

20 "SEC. 1831. There is hereby established a voluntary 

21 insurance program to provide he&Mt medical insurance bene­

22 fits in accordance with the provisions of this part for individ­

23 uals 65 years of age or over who elect to enroll under such 

24 program, to be financed from premium payments by enrollees 
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1 together with contributions from funds appropriated by the 

2 Felderal'Government. 

3 "SCOPE OF BENEFITS 

4 "SEC. 1832. (a) The benefits provided to an individual 

5 by the insurance program established by this part shall con­

6 sist of­

7 II(}efitilement te hfive payment matde te him of 

8 on~his behal (subjeet to the preizisimns of thi Paf4) 

9 fr 

10 ±4)phieasserviees; eA~i 

11 4'(B.) medieft! mid ethe* health serwiees-,exeept 

12 those deseribled ifi p-mp (-2-)--(CG) and 

13 "(1) entitlement to have payment made to him or 

14 on his behalf (subject to the provisions of this part) 

15 for medical and other health services, except those de­

:16 scribed in paragraph(2) (B); and 

17 " (2) entitlement to have payment made on his be­

18 half (subject to the provisions of this part) for­

19 (A)- inpatient psyehiatiie hespite se~viees ife 

20 up to 60deysdainia epe ofi~llness; 

21 LLB.) (A) home health services for up to 100 

22 visits during a calendar year; and 

23 "-{G)- (B) medical and other health services 

24 (other than physicians' servies unless furnished by 
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1 a residentor intern of a hospital or unless such serv­

2 ices are in the field of pathology, radiology, physiatry, 

3 or anesthesiology) furnished by a provider of serv­

4 ices or by others under arrangements with them 

5 made by a provider of services. 

6 "(b) For definitions of 'spell of illness', 'medical and 

'7 other health services', and other terms used in this part, see 

8 section 1861. 

9 "PAYMENT OF BENEFITS. 

10 "SEc. 1833. (a) Subject to the succeeding provisions 

11 of this section, there shall be paid from the Federal Supple­

12 mentary lfeakh Medical Insurance Befiefits Trust Fund, in 

13 the case of each individual who is covered under the insurance 

14 program established by this part and incurs expenses for 

-15 services with respect to which benefits are payable under 

16 this part, amounts equal to­

17 " (1) in the -case of services described in section 

18 1832 (a) (1) -80 percent of the reasonable charges 

19 for the services; a-Rd4 except that an organization which 

20 provides medical and other health services (or arranges 

21 for their availability) on a prepayment basis may elect 

22 to be paid 80 percent of the reasonable cost of services 

23 for which payment may be made under this part on 

24 behalf of individuals enrolled in such organization in 

25 lieu of 80 percent of the reasonable charges for such 
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1 services if the organization undertakes to charge such 

2 individuals no more than 20 percent of such reasonable 

3 cost plus any amounts payable by them as a result of 

4 subsection (b); and 

5 " (2) in the case of services described in section 

6 1832 (a) (2) -80 percent of the reasonable cost of the 

7 services (as determined under section 1861 (v) ). 

8 " (b) Before applying subsection (a) with respect to 

9 expenses incurred by an individual during any calendar year, 

-10 the total amount of the expenses incurred by such individual 

11 during such year (which would, except for this subsection, 

12 constitute incurred expenses from which benefits payable 

13 under subsection (a) are determinable) shall be reduced by 

14 a deductible of $50; except that the amount of the deductible 

:15 for such calendar year as so determined shall first be reduced 

16 by the amount of any expenses incurred by such individual 

:17 in the last three months of the preceding calendar year and 

18 applied toward such individual's deductible under this sec­

19 tion for such preceding ye" year, and except that the amount 

20 of any deductible imposed under section 1813(a) (2) (A) 

21 with, respect to outpatient hospital diagnostic services 

22 furnished in any year shall be regarded as an incurred 

23 expense under this Part for such year. 

24 " (c) Notwithstanding any other provision of this part, 

25 with respect to expenses incurred in any calendar year in 
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-1 connection with the treatment of mental, psychoneurotic, 

2 and personality disorders of an individual who is not an 

3 inpatient of a hospital at the time such expenses are incurred, 

4 there shall be considered as incurred expenses for purposes 

5 of subsections (a) and (b) only whichever of the following 

6 amounts is the smaller: 

7 "(1) $312.50, or 

8 "(2) 62-i2 percent of such expenses. 

9 Neaestf~~gffy othff r 6-sio of thi pftrt-. 

10 exteff,;4Se fof whole blood4 fuamished to ftft iftdiVid4 inf et 

11 hospital sRhal he eeo~sidefed ifeiiifed e~qpenses fef puiposems 

12 of s seetions -(a- aed -(-) mfiy if he hats ah~eady beefi fff­

13 flished in the satme spell of ilhiess -3pints of whole bleed fef 

14 whieh -(e-reep~t ifo*ti subseetioRffo seeton*I4~a--4) 

15 pa-ymfen~ would be mfade ande thi title­

16 "-(-e) (d) No payment may be made under this part with 

17 respect to any services furnished an individual to the extent 

18 that such individual is entitled (or would be entitled except 

19 for section 1813 other than subsection (a) (2) (A) thereof)' 

20 to have payment made with respect to such services under 

21' part A. 

22 "-() (e) No payment shall be made to any provider of 

23 services or other person under this part unless there has been 

24 furnished such information as may be necessary in order to 

25 determine the amounts due such provider or other person 
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1 under this part for the period with respect to which the 

2 amounts are being paid or for any prior period. 

3 "cDURATION OF SERVICES 

4 "SEC. 1834. -(a)(1-)- Vftymeo+ tide thi pft# fef *if­

5 patieat psyehieAtfe hospital sey-viees fuiaished ant indis4dum4 

6 dafing a sp3ell of ilhess maiy aot he made ftftef safeh sewiees 

7 hiwe beefi fffnished to him fef 60 day-,s dirifing sifeh spell-; 

8 a*d Ho pay-ewt unde- thi paA4 fef iiapatient psyehiftti-ie 

9 hospital sey-i~ees furaished aii individuafl maify ho madfte aftef 

10 effeh serviees hm-e heea famiished to him fe* a total of 4-SO 

11 days dariflg his lifetime. 

12 iH-(2} Ifffl i*di-vidiAa is afi inpatiei4t in at psyehiatfie 

13 hospital oft the fffst day off whiesk he is efitifled to befte-f1 s 

14 uiide thi paftA- the datys in the 60-day period immediatebz 

15 befefe steh fifst day oft whieh ho was cff in-patiewit in sash 

16 a hospital shall ho ineluded in detefminin- the 60-da limit 

18 lhimt imdef sueh af"agr-aph. 

19 "-(1) (a) Payment under this part may not be made for 

20 home health services furnished an individual during any 

21 calendar year after such services have been furnished to him 

22 during such year for 100 visits. The number of visits to 

23 be charged for purposes of the limitation in the preceding 

24 sentence, in connection with items and services described in 
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I section 1861 (in), shall be determined in accordance with 

2 regulations. 

3 "-(e) (b) For purposes of sub1seetieins -(a)-(I)- a~A -(.b)-, 

4 inptieli psyehii~~e hospit~ sef!4ees vt~d home subsection 

5 (a), home health services shall be taken into account only if 

6 payment under this part is or would be, except for this section 

7 or the failure to comply with the request and certification re­

8 quirements of or under section 1835 (a) , made with respect 

9 to such services. 

10 "PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS OF 

11 SERVICES 

12 "SEC. 1835. (a) Payment for services described in sec­

13 tion 1832 (a) (2) furnished an individual may be made only 

14 to providers of services which are eligible therefor under 

15 section 1866 (a)., and only if­

16 " (1) written request, signed by, such individual 

17 except in cases in which the Secretary finds it impracti­

18 cable for the individual to do so, is filed for such payment 

19 in such formi, in such manner, within such time, and by 

20 such person or persons as the Secretary may by regula­

21 tions prescribe; and 

22 " (2) a physician certifies (and recertifies, where 

23 such services are furnished over a period of time, in such 

24 cases, with such frequency, and accompanied by such 
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supporting material, appropriate to the case involved, 

as may be provided by r-egudatieons exeept thftt the, 

fiFA o a"ne feee Pfiefttiefis shAd be, fequi ed ii eateh effse, 

of inpatieiit psyehl4fttre hospita sef-i+ees ftot hatef- thant, 

the 20th day of siieh per4ed)- regulations) that­

!Li(-A.) ift the ease of inpatient p~syehatr~ie, has 

pitWa seri~iees., sffeh ser-i4ees o equiredsf 0 fe Ofwe0e 

t-&behgiveft ff antiffftieit basis.+by ofundethe 

ae~seof at physieiaii, fef the pt-e-hifttee tfeat­

fflefit of anf indi-t4d*afl- an~d -() etteh tfeatmenet eas-

Of eotld feasons-tbly be expeeted to itnjpr-eve the 

eondition fef whieh sffek tf-eatnent i-s of was -neees­

sffy of -(4i) finpatient ditagnostie stady- is or wats 

msedieally feqtir-ed anfd sueh ser-vees arfe of we~e 

neeessaify fe* saee purpeses­

"-(-.) (A) in the case of home health services 

(i) such services are or were required because the 

individual is or was confined to his home (except 

when receiving items and services referred to in sec­

tion 1861 (in) (7) ) and needed skilled nursing care 

on an intermittent basis, or bees-s-se he needed physi­

cal or speech therapy, (ii) a plan for furnishing such 

services to such individual has been established and is 
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periodically reviewed by a physician, and (iii) such 

services are or were furnished while the individual 

is or was under the care of a physician; and 

"-(-04 (B) in the case of medical and other 

health services, such services are or 'were medically 

r-equiiied; required. 

~ ~ (3~ii the -eatse Of inpatieint psyehiattfie hespital 

ser-i'ees., the sey-viees ffe those whieh the oeeeds of the 

hespita iftdiert~e were famnished to the individu*a4 4ffpkwg 

perids whent he was feeeiwmg -(-A)- intens-v-e tfeatmentt 

sef-vee, -(B)- ftdffi+ssionftii elate~seiwvieesOf d fteeessfti-y 

feif f diagnostie study, ef -(-04 eq~ivwent ett ee 

"L4 with esetto inpatient psyehitn4e hospital 

seriwies faffishe to the iftdivtt4a afthef the 20th day 

of a eof4*effs period of sunel ser-viees, thiffe was not in 

4effe at the tiHme Of admissien of 6tteh indiv44dna to the 

hspitl-, at deeisio tiinder- seetieft 4866-(d)- -(based on a 

fiftditwg tha t tilization reaiew of loffg-stay eases is Rot 

being made int sueh hospital)- andR 

!L()- with r-espeet to inpatient peyehiatie hospitfl 

ge**4ees ftffished to the&idivitdual dmring a eontifiaeus 

pe tt find~ing has not4 been ma~e-(by the physieian 

~pebes4 Of as deseribed inBeeiffwae gr-oup, 

setot 7i' 11~)j4A-I Xpurseantt to the systemf of 'atiliza­

titen yek4ew thatt ftiffhief inpatient psyehiati-je hospil 
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~e~efae iiet fediea~ly neeessaFy e~Eeept thft, if 

2 stwh a Iiind~ has beeft Riade, pa-ymei4 fltwfty be mfde 

3 with respeet toe fi~eh see'ees fafaiehed befere the 4t-h 

4 day afte*- the day on whieh the hospita meeei-,ed flotiee 

4 sfeh frding. 

6 To the extent provided by regulations, the certification and 

7 recertification requirements of paragraph (2) shall be 

8 deened satisfied where, at a later date, a physician makes a 

'9 certification of the kind provided in subparagraph +EA*,­

-(B4-, ef -(C+) (A) or (B) of paragraph (2) (whichever 

11 would have applied), but oniy where such certification is 

12 accompanied by such medical and other evidence as may be 

13 required by such regulations. 

14 " (b) No payment may be made under this part to 

any Federal provider of services or other Federal agency, 

16 except a provider of services which the Secretary determines 

17 is providing services to the public generally as a community 

18 institution or agency; and no such payment may be made to 

19 any provider of services' or other person for any item or 

service which such provider -or person is obligated by a law 

21 of, or a contract with, the United States to render at public 

22 expense. 

23 ~ L4 Novv(etefiin tha~t aft individtid is flot epitle 

24- to hav~e paynei~t made -tmde*this pftr fef jioatiei~t pa+Yehi­

at~ie hespita ser-i4ees fibiishe :by any psyehieti~ie hespiW,4 
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paymnem i~tall be mfade to s**4i hospita -(anless it eleets not 

to r-eeeive sehe paymEent or- if paygmeot has already been 

made by Of on behaM of ,qeh individtial, fails to f-efind 

stieh payment within the time speeified by the Seer-etafy4­

foF stteh ser~viees whieh are ftimished to the individu~ t~ 

to notifieatien to sush hospita f-om the Seer-eta~y of his 

ine of entitlemfent-, if sash payments afe preeladed onily 

by r-easoft of seetioit -8.34 and if sueh hospita eomplies 

with the feqar-feeftts of andii fegilhations ande thi title 

with r-espeet to sueh payments, has ae"e in good faith 

and withoiut knowledge of sash laek of entiflement- -andhafs­

aet"fed easonaifty in assufniing enititle-ment existed. Payment 

unde-F the preeedi**g senten e maty no-t he made for s 'e 

famnished an individno pur-fsuan to any admission atftef the 

6th elatpsed da-y -(not inieluding as anf elapsed daey Sattmfday~ 

Sanday, Of at legal holiday)- aftef the day on whieh stieh 

admoission oeetiafed 

"tELIGIBLE INDIVIDUALS 

"SEc. 1836. Every individual who­

"(1) has attained the age of 65, and 

"(2) is a resident of the United States, and is ei~e~ 

(A) a citizen or (B) an alien lawfully admitted for 

permanent residence who has resfided in the United States 

continuously during the 10 years immediately preceding 
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1the month in whic~h he applies for enrollment under this 

2 part, 

3 is eligible to enroll in the insurance program established 

4 by this part. 

5 itEN~ROLLMENT PERIODS 

6 "SEc. 1837. (a) An individual may enroll in the in­

7 surance program established by this part only in such man­

8 ner and form as may be prescribed by regulations, and only 

9 during an enrollment period prescribed in or under this 

10 section. 

11 " (b) (1) No individual may enroll for the first time 

12 under this part more than 3 years after the close of the first 

13 enrollment period during which he could have enrolled under 

14 this part. 

15 " (2) An individual whose enrollment under this part 

16 has terminated may not enroll for the second time under this 

17 part unless he does so in a general enrollment period (as 

18 provided in subsection (e) ) which begins within 3 years 

19 after the effective date of such termination. No individual 

20 may enroll under this part more than twice. 

21 " (c) In the case of individuals who first satisfy para­

22 graphs (1) and (2) of section 1836 before Jami 4-, 

23 July 1, 1966, the initial general enrollment period shall 

24 begin on the ~fii'e day of the seeen~ Faeith whieh begifis 
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1 aff h feate o ~ a h fdo 

2 MaFe 914 4-96 April 1, 1966, and shall end on Septem­

3 ber 30, 1966. 

4 " (d) In the case of an individual who first satisfies 

5 paragraphs (1) and (2) of section 1836 on or after J~aii­

6 afy I July 1, 1966, his initial enrollment period shall begin 

7 on the first day of the third month before the month in 

18 which he first satisfies such paragraphs and shall end seven 

9 months later. 

10 " (e) There shall be a general enrollment period, after 

11 the period described in subsection (c), during the period 

12 beginning on October 1 and ending on December 31 of each 

13 od ufbrdeven-numbered year beginning with 4-96-7 

14 1968. 

15 "iCOVERAGE PERIOD 

16 "SEC. 1838. .(a) The period during which an individual 

17 is entitled to benefits under the insurance program established 

18 by this part (hereinafter referred to as his 'coverage period') 

19 shall begin on whichever of the following is the latest: 

20 " (1) JM*y4-,4#NJanuary1, 1967;or 

21 it4the fifreA dfty of the thkk~d Faeuith following the 

22 inoieth in whieh he e~e~ pwisuaMt to fflJIseeetief -4)­

23 of seetieB 188-7, of the 4i4 I followin -the Month in 

24 whie he enfeolle puf-sIant to atil30eetion -(e)- of seetien 

25 87 
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"(2) (A) in the case of an individual who enrolls 

pursuant to subsection (d) of section 1837 before the 

month in which he first satisfies paragraphs (1) and 

(2) of section 1836, the first day of such month, or 

"(B) in the case of an individual who enrolls pur­

suant to such subsection (d) in the month in which he first 

satisfies such paragraphs, the first day of the month fol­

lowing the month in which he so enrolls, or 

"(C) in the case of an individual who enrolls pur­

suant to such subsection (d) in the month following 

the month in which he first satisfies such paragraphs, 

the first day of the second month following the month 

in which he so enrolls, or 

"(D) in the case of an individual who enrolls pur­

suant to such subsection (d) more than one month fol­

lowing the month in which he satisfies such paragraphs, 

the first day of the third month following the month in 

which he so enrolls, or 

"(E) in the case of an individual who enrolls pur­

suant to subsection (e) of section 1837, the July 1 fol­

lowing the month in which he so enrolls. 

" (b) An individual's coverage period shall continue 

until his enrollment has been terminated­

"(1) by the filing of notice, during, a general en­

rollment period described in section 1837'(e), that the 
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individual no longer wishes to participate in the insur­

anice program established by this part, or 

" (2) for nonpayment of premiums. 

The termination of a coverage period under paragraph (1) 

shall take effect at the close of December 31 of the year in 

which the notice is filed. The termination of a coverage 

period under paragraph (2) shall take effect on a date de­

termined under regulations, which may be determined so 

as to provide a grace period (not in excess of 90 days) in 

which overdue premiums may be paid and coverage 

continued. 

" (c) No payments may be made under this part with 

respect to the expenses of an individual unless such expenses 

were incurred by such individual during a period which, 

with respect to him, is a coverage period. 

"cAMOUNTS OF PREMIUMS 

"Si~c. 1839. (a) The monthly premium of each in­

dividual enrolled under this part for each month before 496W 

1969 shall be $3. 

" (b) (1) The monthly premium of each individual en­

rolled under this part for each month after 4-967k 1968 shall be 

the amount determined under paragraph (2). 

"(2) The Secretary shall, between July 1 and Octo­

ber 1 of V967 1968 and of each e4ufbe- even-

numbered year thereafter, determine and promulgate the 
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dollar amount which shall be applicable for premiums for 

months occurring in either of the two succeeding calendar 

years. Such dollar amount shall be such amount as the 

Secretary estimates to be necessary so that the aggregate 

premiums for such two succeeding calendar years wili equal 

one-half of the total of the benefits and administrative costs 

which he estimates will be payable from the Federal Supple­

mentary 4eftl" Medical Insurance Bene44s Trust Fund for 

such two succeeding calendar years. In estimating aggregate 

benefits payable for any period, the Secretary shall include 

an appropriate amount for a contingency margin. 

"9(c) In the case of an individual whose coverage period 

began pursuant to an enrollment after his initial enrollment 

period (determined pursuant to subsection (c) or (d) of 

section 1837), the monthly premium determined under sub­

section (b) shall be increased by 10 percent of the monthly 

premium so determined for each full 12 months in which 

he could have been but was not enrolled. For purposes of 

the preceding sentence, there shall be taken into account 

(1) the months which elapsed between the close of his 

initial enrollment period and the close of the enrollment 

period in which he enrolled, plus (in the case of an individual 

who enrolls for a second time) (2) the months which 

elapsed between the date of the termination of his first 
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1 coverage period and the close of the enrollment period in 

2 which he enrolled for the second time. 

3 " (d) If any monthly premium determined under the 

4 foregoing provisions of this section is not a multiple of 10 

5 cents, such premium shall be rounded to the nearest multiple 

6 of 10 cents. 

'7 "PAYMENT OF PREMIUJMS 

8 "SEC. 1840. (a) (1) In the case of an individual who 

9 is entitled to monthly benefits under section 202, his monthly 

10 premiums under this part shall (except as provided in sub­

11 section (d) ) be collected by deducting the amount thereof 

12 from the amount of such monthly benefits. Such deduction 

13 shall be made in such manner and at such times as the Sec­

14 retary shall by regulation prescribe. 

15 "(2) The Secretary of the Treasury shall, from time, 

16 to time, transfer from the Federal Old-Age and Survivors 

17 Insurance Trust Fund or the Federal Disability Insurance 

18 Trust Fund to the Federal Supplementary Real4t Medical 

19 Insurance Beiifefi~ts Trust Fund the aggregate amount de­

20 ducted under paragraph (1) for the period to which such 

21 transfer relates from benefits under section 202 which are 

22 payable from such Trust Fund. Such transfer shall be made 

23 on the basis of a certification by the Secretary of Health, 

24 Education, and Welfare and shall be appropriately adjusted 

25 to the extent that prior transfers were too great or too small. 
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1 "()(1) in the case of an individual' who -is entitled 

2 to receive for a month an annuity or pension under the 

3 Railroad Retirement Act of 1937, his monthly premiums 

4 under this part shall (except as provided in subsection (d) ) 

5 be collected by deducting the amount thereof from such an­

6 nuity or pension. Such deduction shall be made in such man­

7 ner and at such times as the Secretary shall by regulations 

8 prescribe. Such regulations shall be prescribed only after 

9 consultation with the Railroad Retirement Board. 

10 " (2) The Secretary of the Treasury shall, from time to 

11 time, transfer from the Railroad Retirement Account to the 

1-2 Federal'Supplementary Ieftkh Medical Insurance Benfeits 

13 Trust Fund the aggregate amount deducted under paragraph 

14 (1) for the period to which such transfer relates. Suich 

15 transfers shall be made on the basis of a certification by the 

16 Railroad Retirement Board and shall be appropriately ad­

17 justed to the extent that prior transfers were too grea~t or 

18 too small. 

19 " (c) In the case of an individual who is entitled both 

20 to monthly benefits under section 202 and to an annuity or 

21 pension under the Railroad Retirement Act of 1937 at the 

22 time he enrolls under this part, subsection (a) shall apply 

23 so long as he continues to be entitled both to such benefits 

24 and such annuity or pension. In the case of an individual 

25 who becomes entitled both to such benefits and such an 
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1 annuity or pension after he enrolls under this part, subsection 

2 (a) shall apply if the first month for which he was entitled 

3 to such benefits was the same as or earlier than the first 

4 month for which he was entitled to such annuity or pension, 

5 and otherwise subsection (b.) shall apply. 

6 " (d) If an individual to whom subsection (a) or (b) 

7 applies estimates that the amount which will be available 

8 for deduction under such subsection for any premium pay­

9 ment period will be less than the amount of the monthly 

10 premiums for such period, he may (under regulations) pay 

11 to the Secretary such portion of the monthly premiums for 

12 such period as he desires. 

13 " (e) (1) In the case of an individualreceiving an annuity 

14 under the Civil Service Retirement Act, or other Act ad­

-15 ministered by the Civil Service Commission providing retire­

:16 ment or survivorship protection, to whom neither subsection 

17 (a) nor subsection (b) applies, his monthly premiums under 

18 this part (and the monthly premiums of the spouse of such 

19 individual under this part if neither subsection (a) nor 

20 subsection (b) applies to such spouse and if such individual 

21 agrees) shall, upon notice from the Secretary of Health, 

22 Education, and Welfare to the Civil Service Commission, be 

23 collected by deducting the amount thereof from each install­

24 ment of such annuity. Such deduction shall be made in such 

25 manner and at such times as the Civil Service Commission 
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1 may determine. The Civil Servjce Commission shall furnish 

2 such information as the Secretary of Health, Education, and 

3 Welfare may reasonably request in order to carry out his 

4 functions under this part with respect to individuals to whom 

5 this subsection applies. 

6 "(2) The Secretary of the Treasury shall, from time to 

7time, but not less often than quarterly, transfer from the Civil 

8 Service Retirement and Disability Fund, or the account (if 

9 any) applicable in the case of such other Act administerea 

10 by the Civil Service Commission, to the Federal Supple­

11 mentary Medical Insurance Trust Fund the aggregate 

12 amount deducted under paragraph (1) for the period to 

13 which such transfer relates. Such transfer shall be made on 

14 the basis of a certification by the Civil Service Commission 

15 and shall be appropriately adjusted to the extent that prior 

16 transfers were too great or too small. 

17 "-(-e)(f) In the case of an individual who participates in 

18 the insurance program established by this part but with re­

19 spect to whom fleithe sffseetien -(-*+) iie s4 ~seetiefl -(-.) 

20 none of the preceding provisions of this section (other than 

21 subsection (d)) applies, the premiums shall be paid to the 

22 Secretary at such times, and in such manner, as the Secretary 

23 shall by regulations prescribe. 

24 "-(*)(g) Amounts paid to the Secretary under subsection 

25 (d) or +(e) (f) shall be deposited in the Treasury to the 
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1 credit of the Federal Supplementary- eJAH Medical Insur­

2 ance Benfefe Trust Fund. 

3 "-(g)-(h) In the case of an individual who participates in 

4 the insurance program established by this part, premiums 

shall be payable for the period commencing with the first 

6 month of his coverage period and ending with the month 

7~ in which he dies or, if earlier, in which his coverage under 

8 such program terminates. 

9 "FEDERAL SUPPLEMENTARY TM AIT MEDICAL INSURANCE 

3EE~FITS TRUST FYTNI 

11 "Sec. 1841., (a) There is hereby created on the books of 

12 the Treasury of the United States a trust fund to be known 

13 as the 'Federal Supplementary Real~ Medical Insurance 

14 Benei~ts Trust Fund' (hereinafter in this section referred to 

as the 'Trust Fund'). The Trust Fund shall consist of such 

16 amounts as may be deposited in, or appropriated to, such 

17 fund as provided in this part. 

18 " (b) With respect to the Trust Fund, there is hereby 

19 created a body to be known as the Board. of Trustees of the 

Trust Fund (hereinafter in this section referred to as the 

21 'Board of Trustees') composed of the Secretary of the 

22 Treasury, the Secretary of Labor, and the Secretary of 

23 Health, Education, andaWelfare, al ex officio. The Secre­

24 tary of the Treasury shall he the. Managing Trustee of the 

Board of Trustees. (hereinafter in this section referred to as 
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the 'Managing Trustee') . The Commissioner of Social 

Security shall serve as the Secretary of the Board of Trust­

ees. The Board of Trustees shall meet not less frequently 

than once each calendar year. It shall be the duty of the 

Board of Trustees to­

" (1) Hold the Trust Fund; 

" (2) Report to the Congress not later than the first 

day of March of each year on the operation and status 

of the Trust Fund during the preceding fiscal year and 

on its expected operation and status during the current 

fiscal year and the next 2 fiscal years; 

"(3) Report immediately to the Congress whenever 

the Board is of the opinion that the amount of the Trust 

Fund is unduly small; and 

" (4) Review the general policies followed in man­

aging the Trust Fund, and recommend changes in such 

policies, including necessary changes in the provisions 

of law which govern the way in which the Trust Fund 

is to be managed. 

The report provided for in paragraph (2) shall include a 

statement of the assets of, a~nd the disbursements made from, 

the Trust Fund during the preceding fiscal year, an estimate 

of the expected income to, and disbursements to be made 

from, the Trust Fund during the current -fiscal year and each 

of the next 2 fiscal years, and a. statement of the actuarial 
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1 status of the Trust Fund. Such report shall be printed as a 

2 House document of the session of the Congress to which the 

3 report is made. 

4 " (c) It shall be the duty of the Managing Trustee to 

invest such portion of the Trust Fund as is not, in his judg­

6 ment, required to meet current withdrawals. Such invest­

7 ments may be made only in interest-bearing obligations of the 

8 United States or in obligations guaranteed as to both princi­

9 pal and interest by the United States. For such purpose 

such obligations may be acquired (1) on original issue at 

11 the issue price, or (2) by purchase of outstanding obliga­

12 tions at the market price. The purposes for which obliga­

13 tions of the United States may be issued under the Second 

14 Liberty Bond Act, as amended, are hereby extended to 

authorize the issuance at par of public-debt obligations for 

:16 purchase by the Trust Fund. Such obligations issued for 

17 purchase by the Trust Fund shall have maturities fixed with 

18 due regard for the needs of the Trust Fund and shall bear 

19 interest at a rate equal to the average market yield (coin­

puted by the Managing Trustee on the basis of market quota­

21 tions as of the end of the calendar month next preceding the 

22 date of such issue) on all marketable interest-bearing obli­

23 gations of the United States then forming a part of the 

24 public debt which are not due or callable until after the ex­

piration of 4 year's from the end of such calendar month; 
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1 except that where such average market yield is not a multi­

2 pie of one-eighth of 1 per centum, the rate of interest on 

3 such obligations shall be the multiple of one-eighth of 1 

4 per centum nearest such market yield. The Managing 

5 Trustee may purchase other interest-bearing obligations of the 

6 United States or obligations guaranteed as to both principal 

7 and interest by the United States, on original issue or at the 

8 market price, only where he determines that the purchase 

9of such other oblilgations is in the public interest. 

10 "(d) Any obligations acquired by the Trust Fund (ex­

11 cept public-debt obligations issued exclusively to the Trust 

12 Fund) may be sold by the Managing Trustee a~t the- market 

13 price, and such public-debt obligations may be redeemed at 

14 par plus accrued interest. 

15 " (e) The interest on, and the proceeds from the sale 

16 or redemption of, any obligations held in the Trust Fund 

17 shall be credited to and form a part of the Trust Fund. 

18 " (f) There shall be transferred periodically (but not 

19 less often than once each fiscal year) to the Trust Fund 

20 from the Federal Old-Age and Survivors Insurance Trust 

21 Fund and from the Federal Disability Insurance Trust Fund 

22 amounts equivalent to the amounts not previously so trans­

23 ferred which the Secretary of Health, Education, and Wel­

24 fare shall have certified as overpayments (other than 

H.R. 6675-3 
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-amounts so certified to the Railroad Retirement Board) pur­

suant to section 1870 (b) of this Act. There shall be trans'­

ferred periodically (but not less often than once, each fiscal 

year) to the Trust Fund from the Railroad Retirement 

Account amounts equivalent to the amounts not- previously 

so transferred which the Secretary of Health, Education, and 

Welfare shall have certified as overpayments to the Railroad 

Retirement Board pursuant to section 1870 (b) of this Act. 

" (g) The Managing Trustee shall pay from time to 

time from the Trust Fund such amounts as the Secretary of 

Health, Education, and Welfare certifies are necessary to 

make the payments provided for by this part, and the pay­

ments with respect to administrative expenses in accordance 

with section 201 (g) (1). 

"(h) The Managing Trustee shall pay from time to 

time from the Trust Fund such amounts as the Secretary of 

Health, Education, and WVelf are certifies are necessarI to 

pay the costs incurred by the Civil Service Connnission in 

making deductions pursuant to section 1840(e). During 

each fiscal year, or after the close of such fiscal year, the 

Civil Service Commission shall certify to the Secretary the 

amount of the costs it incurredin making such deductions, and 

such certified amount shall be the basis for the amount of 

such costs certified by the Secretary to the Managing,Trustee. 
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"USE OF CARRIERS FOP. ADMINISTRATION OF BENEFITS 

"SEC. 1842. (a) hI efde* to pro-44e fo* the ad4fisi~­

tfsatimi of the benefits uiiAef this paft4, the Seeifetoify shAl 

to the e~Aenit possible entef iffto eonftIa{c4s with eafi~eirs whieh 

wil uiider-tfke to peffoifm the followitig fRetio~sof-, to the 

e~teftt pfei&o4d i* sftek ee*ntffets- to seeftue siaeh pef4eamat ee 

by otheregaiaie"- In order to provide for the adminis­

tration of the beneflts under this part with maximum efficiency 

and convenience for individuals entitled to benefits under 

this part a'nd for providers of services and other persons fur­

nishing services to such individuals, and with a view to fur­

thering coordinationof the administrationof the benefits under 

part A and under this part, the Secretary is authorized to 

enter into contracts with carriers, including carriers with 

which agreements under section 1816 are in effect, which will 

perform some or all of the following functions (or, to the 

extent provided in such contracts, will secure performance 

thereof by other organizations); and, with respect to any of 

the following functions which involve payments for phy­

sicians' services, the Secretary shall to the extent possible 

enter into such contracts: 

" (1) (A) make determinations of the rates and 

amounts of payments required pursuant to this part to 

be made to providers of services and other persons on 
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ii a reasonable cost or reasonable charge basis (as may 

2 be applicable) ; 

3 " (B) receive, disburse, and account for funds in 

4 making such payments; and 

5 " (0) make such audits of the records of providers 

6 of services as may be necessary to assure that proper 

7 payments are made under this part; 

8 "(2) (A) determine compliance with the require­

9 ments of section 1861 (k) as to utilization review; and 

10 " (B) assist providers of services and other persons 

11 who furnish services for which payment may be made 

12 under this part in the development of procedures relating 

13 to utilization practices, make studies of the effectiveness 

14 of such procedures and methods for their improvement, 

15 assist in the application of safeguards against unneces­

16 sary utilization of services furnished by providers of 

17 services and other persons to individuals entitled to bene-

is fits under this part, and provide procedures for and assist 

19 in arranging, where necessary, the establishment of 

20 groups outside hospitals (meeting the requirements of 

21 section 1861 (k) (2) ) to make reviews of utilization; 

22 " (3) serve as a channel of communication of infor­

23 mation relating to the administration of this part; and 

24 "(4) otherwise assist, in such manner as the con­
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tract may provide, in discharging administrative duties 

necessary to carry out the purposes of this part. 

" (b) (1) Contracts with carriers under subsection (a) 

may be entered into without regard to section 3709 of the 

Revised Statutes or any other provision of law requiring 

competitive bidding. 

"(2) No such contract shall be entered into with any 

carrier unless the Secretary finds that such carrier will 

perform its obligations under the contract efficiently and 

effectively and will meet such requirements as to financial 

responsibility, legal authority, and other matters as he finds 

pertinent. 

"(3) Each such contract shall provide that the carrier­

"(A) will take such action as may be necessary to 

assure that, where payment under this part for a service 

is on a cost basis, the cost is reasonable cost (as deter­

mined under section 1861 (v) ) 

" (B) will take such action as may be necessary to 

assure that, where payment under this part for a service 

is on a charge basis, (i) such charge will be reasonable 

and not higher than the charge applicable, for a corn-

parable service and under comparable circumstances, to 

the policyholders and subscribers of the carrier, and 

(ii) such payment will be made on the basis of a re­
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-1 ceipted bill, or on the basis of an assignment under the 

2 terms of which the reasonable charge is-the full charge 

3 for the service; 

4 " (C-) will establish- and maintain procedures pur­

5 suant to which- an individual enrolled under this part 

6 will be granted an opportunity for a fair hearing by the 

7 carrier when requests for payment under this part with 

8 respect to. services* furnished him are denied or are not 

9 acted upon with reasonable promptness or when the 

10 amount of such payment is in controversy; 

11 " (D) will furnish to the Secretary such timely 

12 information and reports as he may find. necessary in 

13 performing his functions under this. part; and­

14 " (E) will maintain such records and afford such, 

15 access thereto as the Secretary finds necessary to assure­

16 the correctness and verification of the information and­

17 reports under subparagraph (D) and otherwise to carry 

18 out the purposes of this part; 

19 and shall contain such other terms and conditions not incon­

20 sistent with this section as the Secretary may find necessary 

21 or appropriate. In determining the reasonable charge for 

22 services for purposes of this paragraph,there shall be taken 

23 into consideration the customary charges for similar services 

24 generally made b~y the physician or other person furnishing 
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1 such services, as well as the prevailing charges in the locality 

2 for similar,s'rvices. 

3 " (4) Each contract under this section shall be for a 

4 term of at least one year, and may be made automatically 

5 renewable from term to term in the absence of notice by 

6 either party of intention to terminate at the end of the cur­

7 rent term; except that the Secretary may terminate any 

8 such contract at any time (after such reasonable notice and 

9 opportunity for hearing to the carrier involved as he may 

10 provide in regulations) if he finds that the carrier has-failed 

1 1 substantially to carry out the contract or is carrying out the 

12 contract in a manner inconsistent with the efficient and 

13 effective administration of the insurance program established 

14 by this part. 

15 " (c) Any contract entered into with a carrier under 

16 this section shall provide for advances of funds to the carrier 

17 for the making of payments by it under this part, and shall 

18 provide for payment of the cost of administration of the 

19 carrier, as determined by the Secretary to be necessary and 

20 proper for carrying out the functions covered by the contract. 

21 " (d) Any contract with a carrier under this section may 

22 require such carrier or any of its officers or employees certify­

23 ing payments or disbursing funds pursuant to the contract, 

24 or otherwise participating in carrying out the contract, to 
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give surety bond to the United States in such amount as the 

Secretary may deem appropriate. 

" (e) (1) No individual designated pursuant to a con­

tract under this section as a certifying officer shall, in the 

absence of gross negligence or intent to defraud the United 

States, be liable with respect to any payments certified by 

him under this section. 

" (2) No disbursing officer shall, in the absence of gross 

negligence or intent to defraud the United States, be liable 

with respect to any payment by him under this section if 

it was based upon a voucher signed by a certifying officer 

designated as provided in paragraph (1) of this subsection. 

"(3) No such carriershall be liable to the United States 

for any payments referred to in paragraph (1) or (2). 

" (f) For purposes of this part, the term 'carrier' 

means­

" (1) with respect to providers of services and other 

persons, a voluntary association, corporation, partner­

ship, or other nongovernmental organization which is 

lawfully engaged in providing, paying for, or reirmburs­

ing the cost of, health services under group insurance 

policies or contracts, medical or hospital service agree­

ments, membership or subscription contracts, or similar 

group arrangements, in consideration of premiums or 

other periodic charges payable to the carrier, including 
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1 a health benefits plan duly sponsored or underwritten by 

2 an employee organization; and 

3 " (2) with respect to providers of services only, any 

4 agency or organization (not described in paragraph 

5 (1) ) with which an agreement is in effect under section 

6 1816. 

7 "(STATE AGREEMENTS FOR, COVERAGE OF ELIGIBLE INDIVID­

8 IJALS WHO1 ARE RECEIVING MONEY PAYMENTS UNDER 

9 PUBLIC ASSISTANCE PROGRAMS 

10 "SEC. 1843. (a) The Secretary shall, at the request of 

11 a State made before J44y 4l-, 4-96-7 Januar~y1, 1968, enter 

12 into an agreement with such State pursuant to which all 

13 eligible individuals in either of the coverage groups described 

14 in subsection (b) (as specified in the agreement) will be 

15 enrrolled under the program established by this part. 

16 " (b) An agreement entered into with any State pur­

17 suant to subsection (a) may be applicable to either of the 

18 following coverage groups: 

19 "(1) individuals receiving money payments under 

20the plan of such State approved under title I or title 

21 XVI; or 

22 " (2) individuals receiving money payments under 

23 all of the plans of such State approved under titles I, 

24 IV, X, XIV, and XVI; 
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except that there shall be excluded from any coverage group 

any individual who is entitled to monthly insurance benefits 

under title II or who is entitled to receive an annuity or 

pension under the Railroad -Retirement Act of 1937. 

" (c) For purposes of this section, an individual shall 

be treated as an eligible individual only if he is an eligible 

individual (within the meaning of section 1836) on the date 

an agreement covering him is entered into under subsection 

(a) or he becomes an eligible individual (within the mean­

ing of such section) at any time after such date and before 

J* 4-f,4-967. January 1, 1968; and he shall be treated as 

receiving money payments described in subsection (b) if he 

receives such payments for the month in which the agree­

ment is entered into or any month thereafter before July 

4967-7 January1968. 

" (d) In 	the case of any individual enrolled pursuant to 

this section­

"(1) the monthly premium to be paid by the State 

shall be 	determined under section 1839 (without any in­

crease under subsection (c) thereof) 

" (2) his 	coverage period shall begin on whichever 

of 	the following is the latest: 

"(A) July 41 4W66 January 1, 1967; 

"(B) the first day of the third month following 
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1. the month in which the State agreement is entered 

2 into; 

3 " (C) the first day of the first month in which 

4 he is both an eligible individual and a member of a 

5 coverage group specified in the agreement under 

6 this section; or 

7 " (D) such date (not later than July 4-; 4Q46-7 

8 January1, 1968) as may be specified in the agree­

9 ment; and 

10 " (3) his coverage period attributable to the agree­

11 ment with the State under this section shall end on the 

12 last day of whichever of the following first occurs: 

13 " (A) the month in which he is determined by 

14 the State agency to have become ineligible for 

15 money payments of a kind specified in the agree­

16 ment, or 

17 " (B) the month preceding the first month for 

18 which hie becomes entitled to monthly benefits under 

19 title II or to an annuity or pension under the Rail­

20 road Retirement Act of 1937. 

21 "(e) Any individual whose coverage period attributable 

22 to the State agreement is terminated pursuant to subsection 

23 (d) (3) shall be deemed for purposes of this part (including 

24 the continuation of his coverage period under this part) to 
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1 have enrolled under section 1837 in the initial general en­

2 roliment period provided by section 1837 (c). 

3 " (f) With respect to eligible individuals receiving 

4 money payments under the plan of a State approved under 

5title I, IV, X, XIV, or XVI, if the agyreemient entered 

6 into under this section so provides, the term 'carrier' as 

7 defined in section 1842 (f) also includes the State agency, 

8 specified in such agreement, which administers, or ~super­

9 vises the administration of the plan of such State approved 

10 under title I, XVI, or XIX. Thc agreement shall also 

1-i contain such provisions as will facilitate the financial trans­

12 actions of the State and the carrier with respect to deduc­

13 tions, coinsurance, and otherwise, and as will lead to econ­

14 omy and efficiency of operation, with respect to individuals 

15 receiving money payments under plans of the State ap­

16 proved under titles I, IV, X, XIV, and XVI. 

17 "APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS 

18 AND CONTINGENCY RESERVE 

19 "SEC. 1844. (a) There are authorized to be appro­

20 priated from time to time, out of any moneys in the Treasury
 

21 not otherwise appropriated, to the Federal Supplementary
 

22 H-ef"t Medical Insurance Benefits Trust Fund, a Govern­

23 ment contribution equal to the aggregate premiums payable
 

24 under this part.
 

25 "(b) In order to assure prompt payment of benefits
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provided under this part and the administrative expenses 

thereunder during the early months of the program estab­

lished by this part, and to provide a contingency reserve, 

there is also authorized to be appropriated diaring the 

fi~ee y-e"i ending J**fe -3- 4966, out of any moneys in 

the Treasury not otherwise appropriated, to remnain available 

through the ftex4 filee y-eff the calendar year 1968 for 

repayable advances (without interest) to the Trust Fund, 

an amount equall to $18 mutltiplied by the number of individ­

tials (as estimated by the Secretary) who coidd be covered 

in J*ly 4#"6 January1967 by the insurance program estab­

lished by this part if they had theretofore enrolled under 

this part. 

"PART C-MISCELLANEOUTS PROVISIONS 

"DEFINITIONS OF SERVICES, INSTITUTIONS. ETC. 

"SEC. 1861. For purposes of this title­

"Spell of Illness 

" (a.) The term 'spell of illne-ss' with respect to any 

individual means a period of consecutive days­

" (1) beginning with the first day (not included 

in a previous spell of illness) (A) on which such 

individual is furnished inpatient hospital services or 

extended care services, and (B) which occurs in a 

month for whikh he is entitled to benefits under part 

-Aofpet -3,A, and 
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"(2) ending with the close of the first period 

of 60 consecutive days thereafter on each of which 

he is neither an inpatient of a hospital nor an in­

patient of an extended care facility. 

"Inpatient Hospital Services 

"(b) The term 'inpatient hospital services' means the 

following items and services furnished to an inpatient of a 

hospital and (except as provided in paragraph (3).) by 

the hospital­

"(1) bed and board; 

"(2) such nursing services -and other related serv­

ices, such use of hospital facilities, and such medical 

social services as are ordinarily furnished by the hospi­

tal for the care and treatment of inpatients, and such 

drugs, biologicals, supplies, appliances, and equipment, 

for use in the hospital, as are ordinarily furnished by 

such hospital for the care and treatment of inpatients.: 

and 

" (3) such other diagnostic or therapeutic items or 

services, furnished by the hospital or by others under 

arrangements with them made by the hospital, as are 

ordinarily furnished to inpatients either by such hos­

pital or by others under such arrangements; 

excluding, however­

"(4) medical or surgical services provided by a 
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1. physician) resident, or intern (other than services pro­

2 vided in the field of pathology, radiology, physiatry, or 

3 anesthesiology); and 

4 "(5.) the services of a private-duty nurse or other 

5 private-duty attendant. 

6 Paragraph (4) shall not apply to services provided in the 

7 hospital by an intern or a resident-in-training under a teach­

8 ing program approved by the Council on Mledical Education 

9 of the American Medical Association -e' or, in the case of an 

10 osteopathic hospital, approved by the Committee on il1ospi­

11 tals of the Bureau of Professional Education of the American 

12 Osteopathic Asseeifttieiiy Association, or, in the case of serv­

13 ices in a hospital or osteopathic hospital by an intern or 

14 resident-in-trainingin the field of dentistry, approved by the 

15 Council on Dental Education of the American Dental 

16 Association. 

17 "Inpatient Psychiatric Hospital Services 

18 "(c) The term 'inpatient psychiatric hospital services' 

19 means inpatient hospital services furnished to an inpatient 

20 of a psychiatric hospital. 

21 "Inpatient Tuberculosis Hospital Services 

22 "(d) The term 'inpatient tuberculosis hospital services' 

23 means inpatient hospital services furnished to an inpatient 

24 of a tuberculosis hospital. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

80 

"Hospital 

"(e) The term .'hospital' (except for purposes of sec­

tion 1814 (d), subsection (a) (2) of this section, paragraph 

(7) of this subsection, and subsections (i) and (n) of this 

section) means an institution which­

" (1) is primarily engaged in providing, by or 

under the supervision of physicians, to inpatients (A) 

diagnostic services and therapeutic services for. medical 

diagnosis, treatment, and care of injured, disabled, or 

sick persons, or (B) rehabilitation services for the re­

habilitation of injured, disabled, or sick persons; 

"(2) maintains clinical records on all patients; 

"(3) has bylaws in effect with respect -to its staff 

of physicians; 

" (4) has a requirement that every patient must 

be under the care of a physician; 

" (5) provides 24-hour nursing service rendered 

or supervised by a registered professional nurse, and has 

a licensed practical nurse or registered professional nurse 

on duty at all times; 

" (6) has in effect a hospital utilization review plan 

which meets the requirements of subsection (k) 

"_(7) in the case of an institution in any State in 

which State or applicable local law provides for the 

.25 licensing of hospitals, (A) is licensed pursuant to such 
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law or (B) is approved, by the agency of such State 

or locality responsible for licensing hospitals, as meeting 

the standards established for such licensing; and 

" (8) meets such other requirements as the Sec­

retary finds necessary in the interest of the health and 

safety of individuals who are furnished services in the 

institution, except that such other requirements may not 

be higher than the comparable requirements prescribed 

for the accreditation of hospitals by the Joint Commis­

sion on 4the Accreditation of Hospitals. 

For purposes of subsection (a) (2)*, such term includes 

any institution which meets the requirements of paragraph 

(1) of this subsection. For purposes of sections 1814 (d) 

(including determination of whether an individual received 

inpatient hospital services for purposes of such section) , and 

subsections (i) and (n) of this section, such term in­

cludes any institution which meets the requirements of para­

graphs (1), (2), (3), (4), (5), and (7)of this subsec­

tion. Notwithstanding the preceding provisions of this sub­

section, such term shall not, except for purposes of subsection 

(a) (2), 'include any institution which is primarily for the 

care and treatment of mental diseases or tuberculosis-1 e~Eeept 

tWffpRoeo & A-ea o uho hspf t 

r-elpt~es to pr )--Asiueh -tenm shill in~ekde siueh &n ifistita. 
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tiet i4 unless it is a tuberculosis hospital (as defined in 

subsection -(-g)4-)- ftd fef pu-oses of pfft B -(ef so milueh 

of ~hspfi so i-elaes to pfft B)- suoh tefm shall ifteiud~e 

si~eh iffstititieft if (g)) or unless it is a psychiatric hospital 

(as defined in subsection (f) ). The term 'hospital' also in­

cludes a Christian Science sanatorium operated, or listed and 

certified,2 by the First Church of C~ffst Christ, Scientist, Bos­

ton, Massachusetts, but only with respect to items a~nd serv­

ices ordinarily furnished by such institution to inpatients, and 

payment may be made with respect to services provided by 

or in such an institution only to the such extent and under 

such conditions, limitations, and requirements (in addition to 

or in lieu of the conditions, limitations, and requirements 

otherwise applicable) as may be provided in regulations. 

For provisions deeming certain requirements of this subsec­

tion to be met in the case of accredited institutions, see 

section 1865. 

"Psychiatric Hospital 

"(f) The term 'psychiatric hospital' means an institu­

tion which­

" (1) is primarily engaged in providing, by or un­

der the supervision of a physician, psychiatric services 

for the diagnosis and treatment of mentally ill persons; 

" (2) satisfies the requirements of paragraphs (3) 

through (8) of subsection (e) ; 
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"(3) maintains clinical records on all patients and 

maintains such records as the Secretary finds to be neces­

sary to determine the degree and intensity of the treat­

ment provided to individuals eii~olle4 at4e* tke iftsum-nee 

pr-eg~ est.~lished by pwA -Bentitled to hospital insur­

ance benefits under part A; 

" (4) meets such staffing requirements a~s the Sec­

retary finds necessary for the institution to carry out an 

active program of treatmcnt for individuals who are fur­

nished services in the institution; and 

" (5) is accredited by the Joint Commission on the 

Accreditation of Hospitals. 

In the case of an institution which satisfies paragraphs (1) 

and (2) of the -preceding sentence and which contains a 

distinct part which also satisfies paragraphs (3) and (4) of 

such sentence, such distinct part shall be considered to be a 

'psychiatric hospital' if the institution is accredited by the, 

Joint Commission on the Accreditation of Hospitals or if such 

distinct part meets requirements equivalent to such accredita­

tion requirements as determined by the Secretary. 

"Tuberculosis Hospital 

"(g) The term 'tuberculosis hospital' means an institu­

tion which­

" (1) is primarily engaged in providing, by or under 
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1 the supervision of a physician, medical services for the 

2 diagnosis and treatment of tuberculosis; 

3 " (2) satisfies the requirements of paragraphs (3) 

4 through (8) of subsection (e) 

5 " (3) maintains clinical records on all patients and 

6 maintains such records as the Secretary finds to be neces­

7 sary to determine the degree and intensity of the treat­

8 ment provided to individuals covered by the insurance 

9 programn establdished by part A 

10 " (4) meets such staffing requirements as the Secre-

Ii tary finds necessary for the institution to carry out an 

12 active program of treatment for individuals who are 

13 furnished services in the institution; and 

14 " (5) is accredited by the Joint Commission on the 

15 Accreditation of Hospitals. 

16 In the case of an institution which satisfies paragraphs (1) 

17 and (2) of the preceding sentence and which contains a 

18 distinct part which also satisfies paragraphs (3) and (4) of 

19 such sentence, such distinct part shall be considered to be a 

20 'tuberculosis hospital' if the institution is accredited by the 

21 Joint Commission on the Accreditation of Hospitals or if 

22 such distinct part meets requirements equivalent to such 

23 accreditation requirements as determined by the Secretary. 

24 "Extended Care Services 

25 "(h) The term 'extended care services' means the fol­
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1 lowing items and services furnished to an inpatient of an 

2 extended care facility and (except as provided in paragraphs 

3 (3) and (6) ) by such extended care facility­

4 "(1) nursing care provided by or under the super­

5 vision of a registered professional nurse; 

6 " (2) bed and board in connection with the fr-­

7 nishing of such nursing care; 

8 " (3) physical, occupational, or speech therapjy 

9 furnished by the extended care facility or by others 

10 under arrangements with them made by the facility; 

11 " (4) medical social services; 

12 " (5) such drugs, biologicals, supplies, appliances, 

1.3 and equipment, furnished for use in the extended care 

14 facility, as are ordinarily furnished by such facility for 

15 the care and treatment of inpatients; 

16 " (6) medical services provided by an intern or resi­

17 dent-in-training of a.hospital with which the facility has 

1-8 in effecf a transfer agreement (meeting the requirements 

19 of subsection (1) ), under a teaching program of such 

20 hospital approved as provided in the last sentence of 

21 subsection (b) , and other diagnostic or therapeutic 

22 services provided by a hospital with which the facility 

23 ha~s such an agreement in effect; and 

24 "(7) such other services necessary to the health 
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1 of the patients as are generally provided by extended 

2 care facilities;­

3 excluding, however, any item or service if it would not be 

4 included under subsection (b) if furnished to an inpatient 

5 of a hospital. 

6 "Post-Hospital Extended Care Services 

7 "(i) The term 'post-hospital extended care services' 

8 means extended care services furnished an individual after 

9 transfer from a hospital in which he was an inpatient for not 

10 less than 3 consecutive duys before his discharge from the 

111 hospital in connection with such transfer. For purposes of 

12 the preceding sentence, items and services shall be deemed 

13 to have been furnished to an individual after transfer from a 

14 hospital, and he shall be deemed to have been an inpatient 

15 in the hospital immediately before transfer therefrom., if 

16 he is admitted to the extended care facility within 14 

17 days after discharge from such hospital, and such individual 

18 shall be deemed not to have been discharged from the 

19 extended care facility if readhmitted thernete witkifl -14 days 

20 aft," disehafge thefefrem if, within 14 days after discharge 

21 therefrom, he is admitted to such facility or any other 

22 extended care facility. 

23 "Extended Care Facility 

24 "(j) The term 'extended care facility' means (except 

25 for purposes of subsection (a) (2) ) an institution (or a 
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distinct part of an institution) which has in effect a transfer 

agreement (meeting the requirements of subsection (1) ) 

with one or more hospitals having agreements in effect 

under section 1866 and which­

" (1) is primarily engaged in providing to in­

patients (A) skilled nursing care and related services 

for patients who require medical or nursing care, or (B) 

rehabilitation services for the rehabilitation of injured, 

disabled, or sick persons; 

" (2) has policies, which are developed with the 

advice of (and with provision of review of such policies 

from time to time by) a group of professional personnel, 

including one or more physicians and one or more regis­

tered professional nurses, to govern the skilled nursing 

care and related medical or other services it provides; 

" (3) has a physician, a registered professional 

nurse, or a medical staff responsible for the execution 

of such policies; 

" (4) (A) has a requirement that the health care, of 

every patient must be under the supervision of a physi­

cian, and (B) provides for having a physician available 

to furnish necessary medical care in case of emergency; 

" (5) maintains clinical records on all patients; 

" (6) provides 24-hour nursing service which is 

sufficient to meet nursing needs in accordance with the 
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1 policies developed as provided in paragraph (2), and 

2 has at least one registered professional nurse employed 

3 full time; 

4 " (7) provides appropriate methods and procedures 

5 for the dispensing and administering of drugs and 

6 biologicals; 

7 " (8) has in effect a utilization review plan which 

8 meets the requirements of subsection (k) 

9 " (9) in the case of an institution in any State in 

10 which State or applicable local law provides for the 

11 licensing of institutions of this nature, (A) is licensed 

12 pursuant to such law, or (B) is approved, by the agency 

13 of such State or locality responsible for licensing inastitu­

14 tions of this nature, as meeting the standards estab­

15 lished for such licensing; and 

:16 "(10)' meets such other conditions relating to the 

17 health and safety of individuals who are furnished serv­

18 ices in such institution or relating to the physical facili­

19 ties thereof as the Secretary may find necessary; 

20 except that such term shall not (other than for purposes of 

21 subsection (a) (2) ) include any institution which is pri­

22 manily for the care and treatment of mental diseases or tuber­

23 culosis. For purposes of subsection (a) (2), such termi 

24 includes any institution which meets the requirements of 

25 paragraph (1) of this subsection. The term 'extended care 
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facility' also includes an institution (or a distinct part of an 

institution) which is operated, or listed and certified, as a 

Christian Science nursing home by the First Church of 

Christ, Scientist, in Boston, Massachusetts, but only with 

respect to items and services ordinarily furnished by such an 

institution to in-patients, and payment may be made with 

respect to services provided by or in such an institution only 

to the extent and under such conditions, limitations, and 

requirements (in addition to or in lieu of the conditions, 

limitations, and requirements otherwise applicable) as may 

be provided in regulations. 

"Utilization Review 

"(k) A utilization review plan of a hospital or extended 

care facility shall be considered sufficient if it is applicable 

to services furnished by the institution to individuals entitled 

to insurance benefits under this title and if it provides­

" (1) for the review, on a sample or other basis, 

of admissions to the institution, the duration of stays 

therein, and the professional services (including drugs 

and biologicals) furnished, (A) with respect to the 

medical necessity of the services, and (B) for the pur­

pose of promoting the most efficient use of available 

health facilities and services; 

" (2) for such review to be made by either (A) 
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I a staff committee of the institution composed of two 

2 or more physicians, with or without participation of 

3 other professional personnel, or (B) a group outside the 

4 institution which is similarly composed and (i) which 

is established by the local medical society and some or 

6 all of the hospitals and extended care facilities in the 

7 locality, or (ii) if (and for as long as) there has not 

8 been established such a group which serves such insti­

9 tuition, which is established in such other manner as 

may be approved by the Secretary; 

ii " (3) for such review, in each case of inpatient 

12 hospital services or extended care services furnished to 

13 such an individual during a continuous period of ex­

14 tended duration, as of such days of such period (which 

may differ for different classes of cases) as may be speci­

16 fled in regulations, with such review to be made as 

17 promptly as possible, after each day so specified, and 

18 in no event later than one week following such day; 

19 and 

" (4) for prompt notification to the institution, the 

21 individual, and his attending physician of any finding 

22 (made after opportunity for consultation to-such attend­

23 ing physician) by the physician members of such corn­

24 mittee or group that any further stay in the institution 

is not medically necessary. 
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1 The review committee must be composed as provided in 

2 clause (B) of paragraph (2) rather than as provided in 

3 clause (A) of such paragraph in the case of any hospital 

4 or extended care facility where, because of the small size of 

5 the institution, or (in the case of an extended care facility) 

6 because of lack of an organized medical staff, or for such 

7 other reason or reasons as may be included in regulations, 

8 it is impracticable for the institution to have a properly 

9 functioning staff committee for the purposes of this sub­

10 section. 

11 "Agreements for Transfer Between Extended Care 

12 Facilities and Hospitals 

13 "(1) A hospital and an extended care facility shall be 

14 considered to have a transfer agreement in effect if, by reason 

15 of a written agreement between them or (in case the two 

16 institutions are under common control) by reason of a writ­

17 ten undertaking by the person or body which controls them, 

18 there is reasonable assurance that­

19 " (1) transfer of patients will be effected between 

20 the hospital and the extended care facility whenever 

21 such transfer is medically appropriate as deternnined by 

22 the attending physician; and 

23 "(2) there will be interchange of medical and 

24 other information necessary or useful in the care and 

25 treatment of individuals transferred between the institu­
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1 tions, or in determining whether such individuals can 

2 be adequately cared for otherwise than in either of 

3 such institutions. 

4 Any extended care facility which does not have such an. 

5 agreement in effect, but which is found by a State agency 

6 (of the State in which such facility is situated) with which 

7 an agreement under section 1864 is in effect (or, in the 

8 case of a State in which no such agency has an agreement 

9 under section 1864, by the Secretary) to have attempted 

110 in good faith to enter into suich an agreement with a hos­

11 pital sufficiently close to the facility to make feasible the 

12 transfer between them of patients and the information re­

113 ferred to in paragraph (2), shall be considered to have such 

14 an agreement in effect if and for so long, as stich agency (or 

15 the Secretary, as the case may be) finds that to do so is in 

16 the public interest and essential to assuring extended care 

17 services for persons in the community who are eligible for 

18 payments with respect to such services under this title. 

19 "Home Health Services 

20 "(in) The term 'home health services' means the fol­

21 lowing items and services furnished to an individual, who is 

22 under the care of a physician, by a home health agency or by 

23 others under arrangements with them made by such agency, 

24 under a plan (for furnishing such items and services to such 

25 individual) established and periodically reviewed by a 
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physician, which items and services are, except as provided 

in paragraph (7), provided on a visiting basis in a place of 

residence used as such individual's home­

" (1) part-time or intermittent nursing care pro­

vided by or under the supervision of a registered pro­

fessional nurse; 

" 2) physical, occupational, or speech therapy; 

" (3) medical social services under the direction of 

a physician; 

" (4) to the extent permitted in regulations, part-

time or intermittent services of a home health aide; 

" (5) medical supplies (other than drugs and bio­

logicals), and the use of medical appliances, while under 

such a plan; 

" (6) in the case of a home health agency which 

is affiliated or under common control with a hospital, 

medical services provided by an intern or resident-in­

training of such hospital, under a teaching program 

of such hospital approved as provided in the last sen­

tence of subsection (b) ; and 

" (7) any of the foregoing items and services which 

are provided on an outpatient basis, under arrangements 

made by the home health agency, at a hospital or 

extended care facility, or at a rehabilitation center which 
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meets such standards as may be prescribed in regula­

tions, and­

" (A) the furnishing of which involves the use 

of equipment of such a nature that the items and 

services cannot readily be made available to the in­

dividual in such place of residence, or 

" (B) which are furnished at such facility while 

he is there to receive any such item or service de­

scribed in clause (A), 

but not including transportation of the individual in 

connection with any such item or service; 

excluding, however, any item or service if it would not be 

included under subsection (b) if furnished to an inpatient 

of a hospital. 

"Post-Hospital Home Health Services 

"(n) The term 'post-hospital home health services' 

means home health services furnished an individual within 

-one year after his most recent discharge from a hospital of 

which he was an inpatient for not less than 3 consecutive 

days or (if later) within one year after his most recent dis­

charge from an extended care facility of which he was an 

inpatient entitled to payment under part A for post-hospital 

extended care services, but only if the plan covering the 

home health services (as described in subsection (in)) is 
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1 established within 14 days after his discharge from such 

2 hospital or extended care facility. 

3 "Home Health Agency 

4 "(o) The term 'home health agency' means a public~ 

5 agency or private organization, or a subdivision of such an 

6 agency or organization, which­

7 " (1) is primarily engaged in providing skilled 

8 nursing services and other therapeutic services; 

9 " (2) has policies, established by a group of pro­

10 fessional personnel (associated with the agency or orga ­

11 nization) , including one or more physicians and one or 

12 more registered professional nurses, to govern the serv­

13 ices (referred to in paragraph (1) ) which it provides, 

14 and provides for supervision of such services by a phy­

15 sician or registered professional nurse; 

16 " (3) maintains clinical records on all patients; 

17 " (4) in the case of an agency or organization in 

18 any State in which State or applicable local law provides 

19 for the licensing of agencies or organizations of this 

20 nature, (A) is licensed pursuant to such law, or (B) is. 

21 approved, by the agency of such State or locality re­

22 sponsible for licensing agencies or organizations of this 

23 nature, as meeting the standards established for such 

24 licensing; and 
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"(5) meets such other conditions of participation 

as the Secretary may find necessary in the interest of 

the health and safety of individuals who are furnished 

services by such agency or organization; 

except that such term shall not include a private orgamiza­

tion which is not a nonprofit organization exempt from 

Federal income taxation under section 501 of the Internal 

Revenue Code of 1954 (or a subdivision of such organiza­

tion) unless it is licensed pursuant to State law and it meets 

such additional standards and requirements as may be pre­

scribed in regt tioft-s-~ a*d e--ieept flh*4 fe*-ptn~po es of pai4 A, 

sueh teim 4hAd -notinehide fliy ftgefiy of ofgftnif toRf whih 

i, wjfflftrijj fet- the ear-e ami4 tfeabii Rt of menWa diseases 

regulations. The term 'home health agency' also includes a 

Christian Science visiting nurse service operated, or listed 

and certified, by the First Church of Christ, Scientist, in 

Boston, Massachusetts, but only with respect to items and 

services ordinarily furnished by such a visiting nurse service 

to individuals, and payment may be made with respect to 

services provided by such visiting nurse service only to the 

extent and under such conditions, limitations, and require­

ments (in addition to or in lieu of the conditions, limitations, 

and requirements otherwise applicable) as may be provided 

in regulations. 
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1 "Outpatient'Hospital Diagnostic Services 

2 "(p) The term 'outpatient hospital diagnostic services' 

3 means diagnostic services­

4 " (1) which are furnished to an individual as an 

5 outpatient by a hospital or by others under arrange­

6 ments with them made by a hospital; and 

7 " (2) which are ordinarily furnished by such hos­

8 pital (or by others under such arrangements) to its 

9 outpatients for the purpose of diagnostic study; 

10 excluding, however­

11 "(3) any item or service if it would not be included 

12 under subsection (b) if furnished to an inpatient of a 

13 hospital; and 

14 " (4) any services furnished under such arrange­

15 ments unless furnished in the hospital or in other 

16 facilities operated by or under the supervision of the hos­

17 pital or its organized medical staff. 

18 "Physicians' Services 

19 "(q) The term 'physicians' services' means professional 

20 services performed by physicians, including surgery, consul­

21 tation, and home, office, and institutional calls (but not 

22 including services described in the last sentence of subsection 

23 (b) ). 

IJ.R. 6675-A4 
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"Physician 

"(r) The term 'physician', when used in connection 

with the performance of any function or action, means ftR 

ifti-ividate (1) a doctor of medicine or osteopathy legally 

authorized to practice medicine and surgery by the State in 

which he performs such function or action (including a 

physician within the meaning of section 1101 (a) (7) ), or 

(2) a doctor of dentistry or of dental or oral surgery who 

is legally authorized to practice dentistry by the State in which 

he performs such function but only with respect to (A) sur­

gery related to the jaw or any structure contiguous to the jaw 

or (B) the reduction of any fracture of the jaw or any fac~ial 

bone. 

"Medical and Other Health Services 

"(s) The term 'medical and other health services' means 

any of the following items or services (unless they would 

otherwise constitute inpatient hospital services, extended 

care services, hoffe hefdth Serviees, of phyieieaf& es'*e 

or home health services) 

"(1) (A) physicians' services; 

"(B) chiropractors' services; and 

"(C) podiatrists' services; 

" (2) services and supplies (including drugs and bio­

logjicals which cannot, as determined in accordance with 

regulations, be self-administered) furnished as an inci­
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1 dent to a physician's professionalservice, of kinds which 

2 are commonly furnished in physicians' offices and are 

3 commonly either rendered without charge or included in 

4 the physicians' bills, and hospital services (including 

5 drugs and biologicals which cannot, as determined in 

6 accordance with regulations, be self-administered) inci­

7 dent to physicians' services rendered to outpatients; 

8 "-(4)- (3) diagnostic X-ray and laboratory tests, 

9 elereardefm, batsa4 met belis r-fedii:Igs- eleetre­

10 ene.ephf.gfnand other diagnostic tests; 

11 "-(--) (4) X-ray, radium, and radioactive isotope 

12 therapy, including materials and services of technicians; 

1L3 "-(-a) (5) surgical dressings, and splints, casts, and 

14 other devices used for reduction of fractur~es and dis­

15 locations; 

16 "-(-4- (6) rental of durable medical equipment, in­

17 cluding iron lungs, oxygen tents, hospital beds, and 

18 wheelchairs used in the patient's home (including an 

19 institution used as his home) 

20 "-(5) (7) ambulance service where the use of other 

21 methods of transportation is contraindicated by the indi­

22 vidual's condition, but only to the extent provided in 

23 regulations; 

24 "-(-) (8) prosthetic devices ,(other than dental) 
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which replace all or part of an internal body organ, in­

cluding replacement of such devices; and 

"-(7-) (9) leg, arm, back, and neck braces, and arti­

ficial legrs, arms, and eyes, including replacements if 

required because of a change in the patient's physical 

condition. 

No diagnostic tests performed in any laboratory which is 

independent of a physician's office or a hospital shall be 

included within paragraph (3) unless such laboratory­

"(10) if situated in any State in which State or 

applicable local law provides for licensing of establish­

ments of this nature, (A) is lic~ensed pursuant to such 

law, or (B) is approved, by the agency of such State 

or locality responsible for licensing establishments of this 

nature, as meeting the standards established for such 

licensing; and 

"(11) meets such other conditions' relating to the 

health and safety of individuals with resjpeet to whom 

such tests are performed as the Secreary] may fiva­

necessary. 

"Drugs and Biologicals 

"(t) The term 'drugs' and the term 'biologicals', except 

for purposes of subsection (in) (5) of this section, include 

only (1) such drugs and biologicals, respectively, as are 

included (or approved for inclusion) in the United States 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

101 

Pharmacopoeia Of the, the National Formulary, or the United 

States Homoeopatliic Pharmacopoeia,or in New Drugs or 

Accepted Dental Remedies (except for any drugs and 

biologicals unfavorably evaluaited therein), or as exe e4:­

preved (2) combinatio'ns of drugs or biologicals if the 

principal ingredient or ingredients of the combinations meet 

the conditions specified in clause (1), or (3) such drugs or 

biologicals as are approved, by the pharmacy and drug 

therapeutics committee (or equivalent committee) of the 

medical staff of the hospital furnishing such drugs and 

biologicals, for use in such hospital. 

"Provider of Services 

"(u) Tbe term 'provider of services' means a hospital, 

extended care facility, or home health agency. 

"Reasonable Cost 

"(v) (1) The reasonable cost of any services shall 

be determined in accordance with regulations establishing 

the method or methods to be used, and the items to be 

included, in determining such costs for various types or 

classes of institutions, agencies, and services; except that in 

any case to which paragraph (2) or (3) applies, the amount 

of the payment determined under such paragraph with 

respect to the services involved shall be considered the 

reasonable cost of snch services. In prescribing the 

regulations referred to in the preceding sentence, the 
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Secretary shall consider, among other things, the principles 

generally applied by national organizations or established 

prepayment organizations (which have developed such prin­

ciples) in computing the, amount of payment, to be made by 

persons other than the recipients of services, to providers of 

services on account of services furnished to such recipients 

by such providers. Suich regulations may provide for de­

termination of the costs of services on a per diem, per 

unit, per capita, or other basis, may provide for using 

different methods in different circumstances, may provide 

for the use of estimates of costs of particular items or serv­

ices, and may provide for the use of charges or a percentage 

of charges where this method reasonably reflects the costs. 

Such regulations shall (A) take into account both direct and 

indirect costs of providers of services in order that, under the 

methods of determining costs, the costs with respect to in­

dividuals covered by the insurance programs established by 

this title will not be borne by individuals not so covered, and 

the costs with respect to individuals not so covered will not 

be borne by such insurance programs, and (B) provide for 

the making of suitable retroactive corrective adjustments 

where, for a provider of services for any fiscal period, the 

aggregate reimbursement produced by the methods of deter­

mining costs proves to be either inadequate or excessive. 

" (2) (A) If the bed and board furnished as part of 
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-1 inpatient hospital services (including inpatient tuberculosis 

2 hospital services and inpatient psychiatric hospital services) 

3 kipatien-t psyehiatie hespiWa sefwiees, or post-hospital ex­

4 tended care services is in accommodations more expensive 

5 than semi-private accommodations, the amount taken into 

6 account for purposes of payment under this title with respect 

7 to such services may not exceed an amount equal to the 

8 reasonable cost of such services if furnished in such semni­

9 private accommodations unless the more expensive accom­

10 modations were required for medical reasons. 

11 " (B) Where a provider of services which has an agree­

12 ment in effect under this title furnishes to an individual items 

13 or services which are in excess of or more expensive than the 

14 items or services with respect to which payment may be 

15 made under part A or part B, as the case may be, the Secre­

16 tary shall take into account for purposes of payment to such 

17 provider of services only the equivalent of the reasonable cost 

18 of the items or services with respect to which such payment 

19 may be made. 

20 " (3) If the bed and board furnished as part of inpatient 

21 hospital services (including inpatient tuberculosis hospital 

22 services and inpatient psychiatric hospital services) -;itp' 

23 tiefft psyehiatr4e hospiWf sei'viees., or post-hospital extended 

24 care services is in accommodations other than, but not more 

25 expensive than, semi-private accommodations and the use 
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1 of such other accommodations rather than semi-private 

2 accommodations was neither at the request of the patient 

a nor for a rea!~on which the Secretary determines is consistent 

4 with the pur-poses of this title, the amount of the payment 

5 with respect to such bed and board under part A or ff -

6 a" 4,he eftse ffmy be-, shall be the reasonable cost of such bed 

7 and board furnished in semi-private accommodations (deter­

8 mined pursuant to paragraph (1) ) minus the difference 

9 between the charge customarily made by the hospital or 

10 extended care facility for bed and board in semi-private ac­

1 1 commodations and the charge customarily made by it for bed 

12 and board in the accommodations furnished. 

13 " (4) For purposes of this subsection, the term 'semi­

14 private accommodations' means two-bed, three-bed, or four­

15 bed accommodations. 

16 "Arrangements for Certain Services 

17 "(w) The term 'arrangements' is limited to arrange­

18 ments under which receipt of payment by the hospital, 

19 extended care facility, or home health agency (whether in 

20 its own right or as agent), with respect to services for which 

21 an individual is entitled to have payment made under this 

22 title, discharges the liability of such individual or any other 

23 person to pay for the services. 

24 "State and 'United States 

25 "(x) The terms 'State' and 'United States' have the 
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1 meaning given to them by subsections (h) and (i), respec­

2 tively, of section 210. 

3 "Chiropractors' and Podiatrists' Services 

4 "(y) (1) The term 'chiropractor' means an individual 

5 who is licensed under State law to practice as a chiropractor 

6 in the State; and the term 'chiropractors' services' means 

7 services performed by a chiropractorwithin the scope of his 

8 license. 

9 "(2) The term 'podiatrist' means au individual who is 

10 licensed under State law to practice as a podiatrist in the 

11 State; and the term 'podiatrists'services' means services per­

12 formed by a podiatrist?vithiv the scope of his license. 

13 "tEXCLUSIONS FROM COVERAGE 

14 "SEC. 1862. (a) Notwithstanding any other provision 

1-5 of this title, no payment may be made under part A or part 

16 B for any expenses incurred for items or services­

17 " (1) which are not reasonable and necessary for 

18 the diagnosis or treatment of illness or injury or to irn­

19 prove the functioning of a malformed body member; 

20 " (2) for which the individual furnished such items 

21 or services has no legal obligation to pay, and which no 

22 other person (by reason of such individual's membership 

23 in a prepayment plan or otherwise) has a legal obliga­

24 tion to provide or pay for; 
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"(3) which are paid for directly or indirectly by a 

governmental entity (other than under this Act and 

other than under a health beneflts or insurance plan 

established for employees of such an entity) , except in 

such cases as the Secretary may specify; 

" (4) which are not provided within the United 

States (except for emergency inpatient hospital services 

furnished outside the United States under the conditions 

described in section 1814(f));, 

" (5) which are required as a result of war, or of 

an act of war, occurring after the effective date of such 

inidividual's current coverage under such part; 

" (6) which constitute personal comfort items; 

" (7) where such expenses are for routine physical 

checkups, eyeglasses or eye examinations for the pur­

pose of prescribing, fitting, or changing eyeglasses, 

hearing aids or examinations therefor, or immunizations; 

" (8) where such expenses are for orthopedic shoes 

or other supportive devices for the feet; 

" (9) where such expenses are for custodial care; 

" (10) where such expenses are for cosmetic sur­

gery or are incurred in connection therewith, except as 

required for the prompt repair of accidental injury or 

for improvement of the functioning of a malformed body 

member; OF 
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(1)where such expenses constitute charges im­

posed by immediate relatives of such individual or 

members of his he~1ehld household; or 

"(12) where such expenses are for services in con­

nection with the care, treatment, filling, removal, or re­

placement of teeth or structures directly supporting teeth. 

" (b) Payment under this title may not be made with 

respect to any item or service to the extent that payment has 

been made, or can reasonably be expected to be made (as 

determined in accordance with regulations), with respect to 

such item or service , under a workmen's compensation law or 

plan of the United States or a State. Any payment under 

this title with respect to any item or service shall be con­

ditioned on reimbursement to the appropriate Trust Fund 

established by this title when notice or other information is 

received that payment for such item or service has been made 

under such a law or plan. 

"CONSULTATION WITH STATE AGENCIES AND OTHER ORGA­

NIZATIONS TO DEVELOP CONDITIONS OF PARTICIPATION 

FOR PROVIDERS OF SERVICES 

"SEC. 1863. In carrying out his functions, relating to 

determination of conditions of participation by providers of 

services, under subsections (e) (8), (f) (4), (g) (4), 

(j) (10) , and (o) (5) of section 1861, the Secretary shall 
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1 consult with the Health Insurance Benefits Advisory Council 

2 established by section 1867, appropriate State agencies, and 

3 recognized national listing or accrediting bodies, and may 

4 consult with appropriate local agencies. Such conditions 

5 prescribed under any of such subsections may be varied 

6 for different areas or different classes of institutions or agen­

7 cies and may, at the request of a State, provide (subject, 

8 in the case of hospitals, to the limitation provided in section 

9 1861 (e) (8) ) higher requirements for such State than for 

10 other States. 

1i "USE OF' STATE AGENCI[ES TO DETERMINE COMPLIANCE 

12 BY PROVIDERS OF SERVICES WITH CONDITIONS OF 

13 PARTICIPATION 

14 "SEC. 1864. (a) The Secretary shall make an agree­

15 ment with any State which is able and willing to do so under 

16 which the services of the State health agency or other appro­

17 priate State agency (or the appropriate local agencies) will 

18 be utilized by him for the purpose of determining whether an 

19 institution therein is a hospital or extended care facility, or 

20 whether an agency therein is a home health ageiiy agency, 

21 or whether a laboratory meets the requirements of para­

22 graphs (10) and (I11) of section 1861 (s). To the extent 

23 that the Secretary finds it appropriate, an institution or 

24 agency which such a State (or local) agency certifies is a hos­

25 pital, extended care facility, or home health agency (as 
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those terms are defined in section 1861) may be treated as 

such by the Secretary. The Secretary may also, pursuant to 

agreement, utilize the services of State health agencies and 

other appropriate State agencies (and the appropriate local 

agencies) to do any one or more of the following: (1) to 

provide consultative services to institutions or agen­

cies to assist them (A) to establish and maintain fiscal 

records necessary for purposes of this title, or otherwise to 

qualify as hospitals, extended care facilities, or home health 

agencies, or (B) to provide information which may be nec­

essary to permit determination under this title as to whether 

payments are due and the amounts thereof, and (2) to pro­

vide consultative services to institutions, agencies, or organi­

zations to assist in the establishment of utilization review 

procedures meeting the requirements of section 1861 (k) and 

in evaluating their effectiveness. 

" (b) The Secretary shall pay any such State, in 

advance or by way of reimbursement, as may be provided in 

the agreement with it (and may make adjustments in such 

payments on account of overpayments or underpayments 

previously made), for the reasonable cost of performing the, 

functions specified in subsection (a), and for the Federal 

Hospital Insurance Trust Fund's fair share of the costs 

attributable to the planning and other efforts directed toward 

coordination of activities in carrying out its -agreement and 
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other activities related to the provision of services similar to 

those for which payment may be made under part A, or re­

lated to the facilities and personnel required for the provision 

of such services, or related to improving the quality of such 

services. 

"9EFFECT OF ACCREDITATION 

"SEC. 1865. An institution shall be deemed to meet the 

requirements of the numbered paragraphs of section 1861 (e) 

(except paragraph (6) thereof) if such institution is accred­

ited as a hospital by the Joint Commission on the Accredita­

tion of Hospitals. If such Commission, as a condition for 

accreditation of a hospital, requires a utilization review plan 

or imposes another requirement which serves substantially 

the same purpose, the Secretary is authorized to find that all 

institutions so accredited by the Commission comply also 

with section 1861 (e) (6) . In addition, if the Secretary finds 

that accreditation of an institution or agency by the American 

Osteopathic Associa~tion or any other national accreditation 

body provides reasonable assurance that any or all of the con­

ditions of section 1861 (e) , (j), or (o) , as the case may be, 

are met, he may, to the extent he deems it appropriate, treat 

such institution or agency as meeting the condition or condi­

tions with respect to which he made such finding. 
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"AGREEMENTS WITH PROVIDERS OF SERVICES 

"SEC. 1866. (a) (1) Any provider of services shall be 

qualified to participate under this title and shall be eligible 

for payments uinder this title if it files with the Secretary an 

agreement­

" (A) not to charge, except as provided in pttra­

graph (2), any individual or any other person for 

items or services for which such individual is entitled 

to have payment made under this title (or for which 

he would be so entitled if suchl provider of services had 

complied with the procedural and other reonirements­

under or pursuiant to this title or for which suchi provider 

is paid p~ursuant to the provisions of section 1814 (e) 

of seetief -8-35-fe.) ), and 

" (B) to make adequate provision for return (or 

other disposition, in accordance with regulations) of 

any moneys incorrectly collected from such individual 

or other person. 

" (2) (A) A provider of services may charge such in­

dividual or other person (i) the amount of any deduction 

imposed pursuant to section 1813 (ae)(4)- ff (e,)-f2-) (a) (1), 

(a) (2), or (a) (4) or section 1833 (b) with respect to such 

items a~nd services (not in excess of the amount customarily 
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charged for such items and services by such provider) , and 

(ii) an amount equal to 20 per centum of the reasonable 

charges for such items and services (not in excess of 20 per 

centuin of the amount customarily charged for such items and 

services by such provider) for which payment is made under 

part B or, in the case of outpatient hospital diagnostic serv­

ices, for which payment is (or may be) made under part A. 

In the case of items and services described in section 1833 

(c), clause (ii) of the preceding sentence shall be applied 

by substituting for 20 percent the proportion which is appro­

priate under such section. 

"_(B) Where a provider of services has furnished, at the 

request of such individual, items or services which a-re in 

excess of or more expensive than the items or services with 

respect to which payment may be made under this title, 

such provider of services may also charge such individual or 

other person for such more expensive items or services to the 

extent that the amount customarily charged by it for the 

items or services furnished at such request exceeds the 

amount customarily charged by it for the items or services 

with respect to which payment may be made under this 

title. 

" (C) A provider of services may also charge any such 

individual for any whole blood furnished him with respect 

to which a deductible is imposed under section 1813 (a) (3) 
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1 of 4-8-3-3-{), except that (i) any excess of such charge over 

2 the cost to such provider for the blood shall be deducted 

3 from any payment to such provider under this title, (ii) no 

4 such charge may be imposed for the cost of administration 

5 of such blood, and (iii) such charge may not be made to 

6 the extent such blood has been replaced on behalf of such 

7 individual or arrangements have been made for its rejplace­

8 ment on his behalf. 

9 " (b) An agreement with the Secretary under this sec­

10 tion may be terminated­

11 " (1) by the provider of services at such time and 

12 upon such notice to the Secretary and the public as may 

13 be provided in regulations, except that notice of more 

14 than 6 months shall not be required, or 

15 " (2) by the Secretary at such time and upon such 

16 reasonable notice to the provider of services and the 

17 public as may be specified in regulations, but only 

1.8 after the Secretary has determined (A) that such pro­

19 vider of services is not complying substantially with 

20 the provisions of such agreement, or with the provisions 

21 of this title and regulations thereunder, or (B) that 

22 such provider of services no longer substantially meets 

23 the applicable provisions of section 1861, or (C) that 

24 such provider of services has failed to provide such 
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information as the Secretary finds necessary to determine 

whether payments are or were due under this title 

and the amounts thereof, or has refused to permit such 

examination of its fiscal and other records by or on behalf 

of the Secretary as may be necessary to verify such 

information. 

Any termination shall be applicable­

"(3) in the case of inpatient hospital services (in­

eluding inpatient tuberculosis hospital services and in­

patient psychiatric hospital services) 3 iftpatieftt psyehi-

Mitte hespitatl ser-wiees~ of! or post-hospital extended care 

services, with respect to such services furnished to any 

individual who is admitted to the hospital or extended 

care facility furnishing such services on or after the 

effective date of such termination, 

" (4) (A) with respect to home health services 

furnished to an individual under a plan therefor estab­

lished on or after the effective date of such termination, 

or (B) if a plan is established before such effective 

date, with respect to such services furnished to such 

individual after the calendar year in which such termina­

tion is effective, and 

" (5) with respect to any other items and services 

furnished on or after the effective date of such 

termination. 
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:1 "(c) Where an. agreement filed under this title by a 

2 provider of services has been terminated by the Secretary, 

3 such provider may not file another agreement under this 

4 title unless the Secretary finds that the reason for the termi­

nation has been removed and that there is reasonable assur­

6 ance that it will not recur. 

7 " (d) If the Secretary finds that there is a substantival 

8 failure to make timely review in accordance with section 

9 1861 (k) of long-stay cases in a hospital or extended care 

facility, he may, in lieu of terminating his agreement with 

11 such hospital or facility, decide that, with respect to any 

12 individual admitted to such hospital or facility after a subse­

13 quent date specified by him, no payment shall be made under 

14 this title for inpatient hospital services (including inpatient 

tuberculosis hospital services and inpatient psychiatric hos­

16 pital services); ff inpat~iei4t pyehiatrie hespiWa ewes 

17 after the 20th day of a continuous period of such services 

18 or for post-hospital extended care services after such day 

19 of a continuous period of such care as is prescribed in or 

pursuant to regulations, as the case may be. Such deci­

21 sion may be made effective only after such notice to the hos­

22 pital, or (in the case of an extended care facility) to the 

23 facility and the hospital or hospitals with which it has a trans­

24 fer agreement, and to the public, as may be prescribed by 

regulations, and its effectiveness shall terminate when the 
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Secretary finds that the reason therefor has been removed and 

that there is reasonable assurance that it will not recur. The 

Secretary shall not make any such decision except after rea­

sonable notice and opportunity for hearing to the institution 

or agency affected thereby. 

"iHEALTHT INSJURANCE BENEFITS ADVISORY COUJNCIL 

"SEc. 1867. For the purpose of advising the Secretary 

on matters of general policy in the administration of this title 

and in the formulation of regulations under this title, there is 

hereby created a Health Insurance Benefits Advisory Court­

dil which shall consist of 16 persons, not otherwise in 

the employ of the United States, appointed by the Secretary 

without regard to the civil service lawAs. The Secretary shall 

from time to time appoint one of the members to serve as 

Chairman. The members shall include persons who are out­

standing in fields related to hospital, medical, and other 

health activities, and at least one person who is representa­

tive of the general public. Each member shall hold office for 

a term of 4 years, except that any member appointed to 

fill a vacancy occurring prior to the expiration of the term 

for which his predecessor was appointed shall be appointed 

for the remainder of such term, and except that the terms of 

office of the members first taking office shall expire, as desig­

nated by the Secretary at the time of appointment, four at the 

end of the first year, four at the end of the second year, four 
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at the end of the third year, and four at the end of the fourth 

year after the date of appointment. A member shall not be 

eligible to serve continuously for more than 2 terms. The 

Secretary may, at the request of the Council or otherwise, 

appoint such specia~l advisory professiona~l or technical conm­

mittees as may be useful in carrying out this title. Members 

of the Advisory Council and members of any such advisory or 

technical committee, while attending meetings or confer­

ences thereof or otherwise serving on business of the Ad­

visory Council or of such committee, shall be entitled 

to receive compensation at rates fixed by the Secretary, but 

not exceeding $100 per day, including travel time, a~nd while 

so serving away from their homes or regular places of busi­

ness they may be allowed travel expenses, including per 

diem in lieu of subsistence, as authorized by section 5 of the 

Administrative Expenses Act of 1946 (5 U.S.C. 73b-2) 

for persons in the Government service employed intermit­

tently. The Advisory Council shall meet as -frequently as 

the Secretary deems necessary. Upon request of 4 or more 

members, it shall be the duty of the Secretary to call a meet­

ing of the Advisory Council. 

"NATIONAL MEDICAL REVIEW COMMITTEE 

"SEC. 1868. (a) There is hereby created a National 

Medical Review Committee (hereinafter in this section re­

ferred to as the 'Committee') which shall consist of nine 
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1 persons, not otherwise in the employ of the United States, 

2 appointed by the Secretary without regard to the civil service 

3 laws. The Secretary shall from time to time appoint one of 

4 the members to serve as chairman. The members shall be 

selected from among individuals who are representative of 

6 organizations and associations of professional personnel in the 

7 field of medicine and other individuals who are outstanding 

8 in the field of medicine or in related fields; except that at 

9 least one member shall be representative of the general pub­

lic, and at least a majority of the members shall be physi­

11 cians. Each member shall hold office for a term of three 

:12 years, except that any member appointed to fill a vacancy 

13 occurring prior to the expiration of the term for which his 

14 predecessor was appointed shall be appointed for the re-

m~ainder of such term, and except that the terms of office of 

16 the members first taking office shall expire, as designated by 

17' the Secretary at the time of appointment, three at the end of 

18 the first year, three at the end of the second year, and three at 

19 the end of the third year after the date of appointment. A 

member shall not be eligible to serve continuously for more 

21 than two terms. 

22 " (b) Members of the Committee, while attending 

23 meetings or conferences thereof or otherwise serving on 

24 business of the Committee, shall be entitled to receive com­

pensation at rates fixed by the Secretary, but not exceeding 
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1 $100 per day, including travel time, and while so serving 

2 away from their homes or regular places of business they 

3 may be allowed travel expenses, including per diem in lieu 

4 of subsistence, as authorized by section 5 of the Admin­

5 istrative Expenses Act of 1946 (5 U.S.C. 73b-2) for 

6 persons in the Government service employed intermittently 

7 "(c) It shall be the function of the Committee to study 

8 the utilization of hospital and other medical care and services 

9 for which payment may be made under this title with a 

10 view to recommending any changes which may seem de­

ll sirable in the way in which such care and services are 

:12 utilized or in the administration of the programs established 

13 by this title, or in the provisions of this title. The Coin­

14 mittee shall. make an annual report to the Secretary of the 

15 results of its study, including any recommendations it may 

16 have with respect thereto, and such report shall be trans­

17 mitted promptly by the Secretary to the Congress. 

18 " (d) The Committee is authorized to engage such tech­

19 nical assistance as may be required to carry out its functions, 

20 and the Secretary shall, in addition, make available to the 

21 Committee such secretarial, clerical, and other assistance 

22 and such pertinent data obtained and prepared by the IDe­

23 partmnent of Health, Education, and Welfare as the Coin­

24 mittee may require to carry out its functions. 
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1 "DETERMINATIONS; APPEALS 

2 "SEC. 1869. (a) The determination of whether an 

3 individual is entitled to benefits under part A or part B, 

4 and the determination of the amouint of benefits uinder part A, 

5 shall be made by the Secretary in accorda-nce w\Nith reguflations 

6 prescribed by him. 

7 "(b) Any individual dissatisfied with any determina­

8 tion under subsection (a) as to entitlement under part A or 

9 part B, or as to amount of benefits tinder part A where the 

110 matter in controversy is $1,000 or more, shall be entitled 

1-1 to a.hearing thereon by the Secretary to the same extent as 

12 is provided in section 205 (b), and to judicial review of the 

13 Secretary's final decision after such hearing as is provided 

14 in section 205 (g) . 

15 " (c) Any institution or agency dissatisfied with any 

16 determination by the Secretary that it is not a provider of 

17 services, or with any determination described in section 1866 

1-8 (b) (2), shall be entitled to a. hearing thereon by the Secre­

19 tary (after reasonable notice and opportunity for hearing) 

20 to the same extent as is provided in section 205 (b) , and 

21 to judicial review of the Secretary's final decision after such 

22 hearing as is provided in section 205 (g) . 

23 "(OVERPAYMENTS ON BEHALF OF INDMVDUALS 

24 "SEC. 1870. (a) Any payment under this title to any 

25 provider of services or other person with respect to any items 
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1 or services furnished a~ny individual shall be regarded as a 

2 payment to such individual. 

3 ~ ~ We­

4 £±441 meife than the eer-ee~fmoffft is jp4iA ne* 

5 this twe to a Pfode ofeser-ieesOf othef per-so+ftef 

6 items ff sef+ee~ femlished ani ifii tRla4 the Seere­

7 aiffy detefffines thatq withia sueh period as5 he ma.y 

8 seeifyj the exeess o&ei" the eeoffeet affoun4 eat-inat be 

9 reeo*ped from sffeh pr-ovide~of serviees of ethef per-son, 

10 f 

11 LL(-} oy payfinefit hfts, bee* mwade undef seetieo 

12 4 4e-of~ 4&3-5-(-e)- to a pf-dfof ser-vees of othef 

13 per-on fo+ items of sefi~vee-s fttfaished ffft indi-vidtia4­

14 jprojpei adjastments shall be fflde, aiidef fegttlattiofts p 

15 sefibed -(aftef eeiislthatieoo wit the Thilhoad Retiremeii4 

16 BeaT-d+ by the Seeretaify, by dee-feasiiig sttbsequeiit paty­

17' mefits­

18 to whieh seek individdmd is eiititled uidef 

19 tide 14 of this A-et of iande~ the R~aikead Retk!emeiit 

20 AetOf 197-~as the-easewAty be-,of 

21 £~~4) if sueek li &ildesbefefe sue-h adjitstmenet 

22 h~as been eompleted, to whieh aa-y othef iftdividtig is 

23 entitled ffidef title 14 of thi-s Act or- mffdef the Rail'oa 

24 Reti-efiemet Act of -9-3~7 as th ease maty be-, with Fe­

25 speet toe the watge-s aiad self-empleymeiit ineemfe of the 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

122 

ee enaeenitin th afiothbeeiso 

ti~eh keceased inidividtta4 under-4ite 1I of se-eh Aet7. 

"(b) Where the Secretary finds that­

"(1) more than the correct amount of payment has 

been made under this title to a provider of services or 

other person for items or services furnished an individual 

and the Secretary determines that, uwithin such period as 

he may specify, the excess over the correct amount cannot 

be recouped from such provider of services or other per­

son, or 

"(2) any paym~ent has been made under section 

1814(e) to a provider of services -or other person for 

items or services furnished an individual, 

proper adjustment or recovery shall be made with respect to 

the amount in excess of the correct amount, under regula-

tion~s prescribed (after consultation with the Railroad Retire­

ment Board) by the Secretary, by (A) decreasing any pay­

ment under title II of this Act or under the Railroad Retire­

ment Act of 1937, as the case may be, to which such indi­

vidual is entitled, or (B) requiring such individual or his 

estate to refund the amount in excess of the correct amount, 

or (C) decreasing any payment under title II of this Act or 

under th~e Railroad Retirement Act of 1937, as the case may 

be, payable to the est ate of such individual or to any other 

person on the basis of the wages and self-employment income 
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1 (or compensation) which were the basis of the payments to 

2 such individual, or (D) by applying any combination of the 

3 foregoing. As soon as practicable after any such adjustment 

4 or recovery tmdef pffagraph4 +(3)Y ei -(4)- is determined to be 

5 necessary, the Secretary, for purposes of this section, section 

6 1817 (g) , and section .I&34 (4) 1841 (f), shall certify (to the 

7 Railroad Retirement Board if the adjustment is to be made 

8 by decreasing subsequent payments under the Railroad iRe­

9 tirement Act of 1937) the amount of the overpayment as to 

10 which the adjustment or recovery is to be made. 

11 i44e) TIhefe shil1 he nto ftk-tfin provided ifl ea4­

12 setii -(44 -(*-r}e sh-adl dihefe be ireeavei!y-)~fit any ease where 

13 the iffeoerre pftyfaen hats beenf madfe -(ineiwtdinig paymaents 

14 fmdef seetiens -814-4(e,)- and4 1835-fe)-)- with respeet to&an 

15 ifndividual who is witho+t f~a4titad wheee sueh adjusPtmei 

16 ~f ireeevrt)would deeat the ptmopess of tidle 14oif would 

17 be against equity fand goo e nsicc 

18 "(c) There shall be no adjustment as provided in subsec­

19 tion (b) of payments (including payments under section 

20 1814(e)) to, or recovery as provided in such subsection by 

2-1 the United States from, any person who is without fault if 

22 such adjustment or recovery would defeat the purposes of 

23 title II of this Act or of the RailroadRetirement Act of 1937, 

24 as the case may be, or would be against equity and good 

25 conscience." 
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1 "(d) No cer~tifying or disbursing officer shall be held 

2 liable for any amount certified or paid by him to any pro­

3 vider of services or other person where the adjustment or 

4 recovery of such amount is waived under subsection (c) or 

5 where adjustment under subsection (b) is not completed 

6 prior to the death of all persons against whose benefits such 

7 adjustment is authorized. 

8 "tREGULATIONS 

9 "SEc, 1871. The Secretary shall prescribe such regula­

10 tions as may be necessary to carry out the administration of 

1-1 the insurance programs under this title. When used in this 

12 title, the term 'regulations' means, unless the context other­

13 wise requires, regulations prescribed by the Secretary. 

14 "tAPPLICATION OF CERTAIN PROVISIONS OF TITLE II 

15 "SE~C. 1872. The provisions of sections 206, 208, and 

16 216 (j) and of sub sections (a) , (d) , (e) , (f) (h) , (i) , 

17 (j), (k), and (1) of section 205, shall also apply with re­

18 spect to this title to the same extent as they are applicable 

19 with respect to title II. 

20 "4DESIGNATION OF ORGANIZATION OR PUBLICATION 

21 BY NAME 

22 "SEC. 1873. Designation in this title, by name, of any 

23 nongovernmental organization or publication shall not be 

24 affected by change of name of such organization or pub­

25 lication, and shall apply to any successor organization or 
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publication which the Secretary finds serves the purpose 

for which such designation is made. 

"tADMINISTRATION 

"SE~C. 1874. (a) Except as otherwise provided in this 

title, the insurance programs established by this title shall be 

administered by the Secretary. The Secretary may perform 

any of his functions tinder this title directly, or by contract 

providing for payment in advance or by way of reimburse­

ment, and in such installments, as the Secretary may deem 

necessary. 

"(b) The Secretary may contract with any person, 

agency, or institution to secure on a reimb~ursable basis such 

special data., actuarial information, and other information as 

may be necessary in the carrying out of his functions under 

this title. 

"tSTUDIES AND RECOMMENDATIONS 

"SEc. 1875. (a) The Secretary shall carry on studies 

and develop recommendations to be submitted from time to 

time to the Congress relating to health care of the aged, in-

eluding studies and recommendations concerning (1) the 

adequacy of existing personnel and facilities for health care 

for purposes of the programs under parts A and B; (2) 

methods for encouraging the further development of efficient 

and economical forms of health care which are a constructive 

alternative to inpatient hospital care; and (3) the effects of 
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1 the deductibles and coinsurance provisions upon beneficiaries, 

2 persons who provide health services, and the financing of 

3 the pregram-; and -4)- the desirability of br-eadeflifg or 

4 otherwise Faedifying the previsie**s of this ti+1 wlieh wa­

5 ther-ke paymme#i fO ad~itieRAI datys of pest-hospital ex-tended 

6 eaife seviwies i-n emeeo where the nmmbef of days of inpatient 

7 hospital sefviees ift a spell of illness fe* whiel payment is 

8 n~e s essth* te flakimfanumbe* of days fe* whiek 

9 siueh paymnent eotAd be nm&d program. 

10 " (b) The Secretary shall make a continuing study of 

11 the operation and administration of the insurance programs 

12 under parts A and B, and shall transmit to the Congress an­

13 nually a report concerning the operation of such programs." 

14 (b) If­

15 (1) an individual was eligible to enroll under sec­

16 tion 1837 (c) of the Social Security Act before A-pfi 4-, 

17 October 1, 1966, but failed to enroll before such date, and 

18 (2) it is shown to the satisfaction of the Secretary 

19 of Health, Education, and Welfare that there was good 

20 cause for such failure to enroll before ApY4l 47, October 1, 

21 1966, 

22 such individual may enroll pursuant to this subsection at any 

23 time before Oetoehe 47, I446 Aprill1, 1967. The determina­

24 tion of what constitutes good cause for purposes of the pre­

25 ceding sentence shall be made in accordance with regulations 
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of the Secretary. In the case of any individual who enrolls 

pursuant to this subsection, the coverage period (within the 

meaning of section 1838 of the Social Security Act) shall 

begin on the first day of the 6th month after the month in 

which he so enrolls. 

TRANSITIONAL PROVISION ON ELIGIBILITY OF PRESENTLY 

UNINSURED INDIVIDUALS FOR HOSPITAL INSURANCE 

BENEFITS 

SEC. 103. (a) Anyone who­

(1) has attained the age of 65, 

(2) (A) attained such age before 1968, or (B) has 

not less than 3 quarters of coverage (as defined in title II 

of the Social Security Act or section 5 (1) of the Railroad 

Retirement Act of 1937), whenever acquired, for each 

calendar year elapsing after 1965 and before the year 

in which he attained such age, 

(3) is not, and upon filing application for monthly 

insurance benefits under section 202 of the Social 

Security Act would not be, entitled to hospital insurance 

benefits under section 226 of such Act, and i-R not 

certifiable as a qualified railroad retirement beneficiary 

under section 21 of the Railroad Retirement Act of 

1937 (as added by section 105 (a) of this Act), 

(4) is a resident of the United States (as defined 

in section 210 (i) of the Social Security Act), and is 
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1 (A) a citizen of the United States or an mdifti4diwa (B) 

2 an alien lawfully admitted for permanent residence wbo 

3 has resided in the United States (as so defined) continui­

4 ously during the 10 years immediately preceding the 

5 month in which he files application under this section, 

6 and 

7 (5) has filed an application under this section in 

8 such manner and in accordance with such other require­

9 ments as may be prescribed in regulations of the Secre­

10 tary, 

1:1 shall (subject to the limitations in this section) be deemed, 

12 solely for purposes of section 226 of the Social Security Act., 

13 to be entitled to monthly insurance benefits under such 

14 section 202 for each month, beginning with the first month 

15 in which he meets the requirements of this subsection and 

16 ending with the month in which he dies, or, if earlier, 

17 the month before the month in which he becomes (or 

1-8 upon filing application for monthly insurance benefits 

19 under section 202 of such Act would become) entitled to 

20 hospital insurance benefits under section 226 or becomes 

21 certifiable as a; qualified railroad retirement beneficiary. An 

22 individual who would have met the preceding requirements of 

23 this subsection in any month had he filed application under 

24 paragraph (5) hereof before the end of such month shall 

25 be deemed to have met such requirements in such monith 
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if he files such application. before. the end of the twelfth month 

following such month. No application under this section 

which is filed by an individual more than 3 months before the 

first month in which he meets the requirements of paragraphs 

(1), (2), (3), and (4)shal be accepted asan application 

for purposes of this section. 

(b)The provisions of subsection (a)shall not apply 

to any individual who­

(1) is, at the beginning of the first month in which 

he meets the requirements of subsection (a), a member 

of any organization referred to in section 210 (a) (17) 

of the Social Security Act, 

(2) has, prior to the beginning of such first month, 

been convicted of any offense listed in section 202 (u) 

of the Social Security Act, or 

(3) atthe beidan f saehfir4 menthis is 

covered by an enrollment in a health benefi~ts plan under 

the Federal Employees Health Benefits Act of 4-9W 

1959. of~eeuld hftwe beent so eovee-ed heA he or soee 

ote ii i4d~ivi ~avfted himsee of optaiesto eiireI4 

ii e~ beefkeits pknaniuideir otek Ae tnod -(where the 

Federa efi+pleyee has miredie)- to eentin**e siteh enee~l­

men after- reieet 

(c) There are authorized to be appropriated to the 

H.LR. 6675-5 
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Federal Hospital Insurance Trust Fund (established by 

section 1817 of the Social Security Act) from time to time 

such sums as the Secretary deems necessary for any fiscal 

year, on account of­

(1) payments made or to be made during such fiscal 

year from such Trust Fund under part A of title XVIII 

of such Act with respect to individuals who are entitled 

to hospital insurance benefits under section 226 of such 

Act solely by reason of this section, 

(2) the additional administrative expenses result­

ing or expected to result therefrom, and 

(3) any loss in interest to such Trust Fund result­

ing from the payment of such amounts, 

in order to place such Trust Fund in the same position at 

the end of such fiscal year in which it would have been if the 

preceding subsections of this section had not been enacted. 

SUSPENSION TN CASE OF ALIENS; PERSONS CONVICTED OF 

SUBVERSIVE ACTIVITIES 

SEC. 104. (a) (1) Section 202 (t) of the Social Secu­

rity Act is amended by adding at the end thereof the follow­

ing new paragraph: 

" (9) No payments shall be made under part A of title 

XVIII with respect to items or services furnished to an indi­

vidual in any month for which the prohibition in paragraph 
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(1) against payment of benefits to him is applicable (or 

would be if he were entitled to any such benefits) ." 

(2) Section 202 (u) of such Act is amended by striking 

out "and" before the phrase "in determining the amount of 

any such benefit payable to such individual for any such 

month," and inserting after such phrase "and in detennining 

whether such individual is entitled to insurance benefits under 

part A of title XVIII for any such month,". 

(b) (1) No payments shall be made under part B of 

title XVIII of the Social Security Act with respect to ex­

penses incurred by an individual during any month for which 

such individual may not be paid monthly benefits under title 

II of such Act (or for which such monthly benefits would be 

suspended if he were otherwise entitled thereto) by reason 

of section 202 (t) of such Act (relating to suspension of ben­

efits of aliens who are outside the United States) . 

(2) An individual who has been convicted of any 

offense under -(4) (A) chapter 37 (relating to espionage and 

censorship) , chapter 105 (relating to sabotage) , or chapter 

1 15 (relating to treason, sedition, and subversive activities) 

of title 18 of the United States Code, or -(-2.) _(B) section 4, 

112, or 113 of the Internal Security Act of 1950, as 

amended, may not enroll under part B of title XVIII of the 

Social Security Act. 
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RAILROAD RETIREMENT AMENDMENTS 

SEC. 105. (a) (1) The Railroad Retirement Act of 1937 

is amended by adding after section 20 the following new 

section: 

"HOSPITAL INSURANCE BENEFITS FOR THE AGED 

"SEc. 21. For the purposes of part A of title XVIII 

of the Social Security Act, in order to provide hospital 

insurance benefits for annuitants, pensioners, and certain 

other aged individuals, the Board shall, upon request of the 

Secretary of Health, Education, and Welfare, certify to the 

Secretary the name of any individual who has attained age 

65 and who (1) is entitled to a~n annuity or pension under 

this Act, (2) would be entitled to such an annuity had he 

(i) ceased compensated service and (in the case of a spouse) 

had such spouse's husband or wife ceased compensated serv­

ice and (ii) applied for such annuity, or (3) bears a rela­

tionship to an employee which, by reason of section 3 (e) of 

%"e this Act, has been, or would be, taken into account in 

calculating the amount of an annuity of such employee or his 

survivors. Such a certification shall include such additional 

information as may be necessary to carry out the provisions 

of part A of title XVIII of the Social Security Act, and shall 

become effective on the date of certification or on such earlier 

date not more than one year prior to the date of certification 

as the Board states that such individual first met the require­
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ments for certification. The Board shall notify the Secretary 

of the date on which such individual no longer meets the 

requirements of this section." 

(2) For purposes of section 21 of the Railroad Retire­

menit Act of 1937 (and sections 1840, 1843, and 1870 of 

the Social Security Act), entitlement to an annuity or pen­

sion under the Railroad Retirement Act of 1937 shall be 

deemed to include entitlement under the Railroad Retirement 

Act of 1935. 

(b) (1) Section 3201 of the Internal Revenue Code of 

1954 (relating to rate of tax on employees under the Rail­

road Retirement Tax Act) is amended by striking out "the 

rate of the tax imposed with respect to wages by section 

3101 at such time exceeds the rate provided by paragraph 

(2) of such section 3101 as amended by the Social Security 

Amendments of 1956" and inserting in lieu thereof "the rate 

of the tax imposed with respect to wages by section 3101 (a) 

at such time exceeds 23 percent (the rate provided by para­

graph (2) of section 3101 as a-mended by the Social Secu­

rity Amendments of 1956) ". 

(2) Section 3211 of such Code (relating to the rate of 

tax on employee representatives under the Railroad Retire­

menit Tax Act) is amended by striking out "the rate of the 

tax imposed with respect to wages by section 3101 at such 
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1 time exceeds the rate provided liy paragraph (2) of such 

2 section 3101 as amended by the Social Security Amendments 

3 of 1956" and inserting in lieu thereof "the rate of the tax 

4 imposed with respect to wages by section 3101 (a) at such 

5time exceeds 2~- percent (the rate provided by paragraph 

6 (2) of section 3101 as amended by the Social Security 

7 Amendments of 1956) ". 

8 (3) Section 3221 (b) of such Code (relating to the rate 

9 of tax on employers under the Railroad Retirement Tax Act) 

10 is amended by striking out "the rate of the tax imposed with 

11 respect to wages by section 31 11 at such time exceeds the 

12 rate provided by paragraph (2) of such section 3111 as 

13 amended by the Social Security Amendments of 1956" and 

14 inserting in lieu thereof "the rate of the tax imposed with 

15 respect to wages by section 3111 (a) at such time exceeds 

16 2j percent (the rate provided by paragraph (2) of section 

17 3111 as amended by the Social Security Amendments of 

18 1956)" 

19 (4) The amendments made by this subsection shall be 

20 effective with respect to compensation paid for services 

21 rendered after December 31, 1965. 

22 (c) For amendments preserving relationship between 

23 the railroad retirement and old-age, survivors, and disability 

24 insurance systems, see section 326 of this Act. 
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1 MEDICAL EXPENSE DEDUCTION 

2 SEC. 106. -(-a) Sithseetieif* -(a) of seetieft -244,of the 

3 TiiteIfRd ~Rev~enue Qede of 4-054 -(relating to efllewa-nee of 

4 deduetien)- is amie ded to Feftd as,- follows:* 

5 i+*a) AhEow*Ne1u ep PrDueD TION. There shal he 

6 allowed as -a deduetieft the fellowifg wn~eafi-ts ftt eofpem­

7 sf4Od foi by instlfafee of other-wise­

8 iL"1 the aaffeoint by whieh the wneituit of the 

9 e~ipeiises patid dti4aii~ he tfEaal~e yeal! (-Fedtteed by ffiy 

10 anioutht dediuetibl3e uisdef pfatgfaph -(2-)-) fof mediee4 

11 eatfe of the tf -payei!, his speuse, faad depe~d~it -(-as 

12 defifted in seetion 14-2) exeeeds -' per-eent of the ad­

13 jtts"e gross ineeomle. ani~d 

14 N'-(- anf fntffli sth-(se 4f exees of $2-SO) equfl to 

15 oiie-ha of the eix-peiises paid duriin* the tan,,able yeff fof 

16 ifisoarnee whie eeoastitates mediea eafe fe* th~e tffi­

17 payer, his speti e- andt depefidents# 

18 -(-3) T~he seeoad sentenee of seetioii 21-3-(-b*) of sti-eh 

19 Code -(relfttii to lisfiati~ with resjpeet to ffedi*4fe and 

20 dflfgl-g is repealed­

21 -(e)- (a) Section 213 (e) of steh Code the Internal Reve­

22 nue Code of 1954 (relating to definitions) is amended by 

23' renumbering paragraph (2) as paragraph (4), and by 
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striking out paragraph (1) and inserting in lieu thereof the 

following: 

"(1) The term 'medical care' means amounts paid­

" (A) for the diagnosis, cure, mitigation, treat­

ment, or prevention of disease, or for the purpose of 

affecting any structure or function of the body, 

" (B) for transportation primarily for and es­

sential to medical care referred to in subparagraph 

(A) ,or 

" (C) for insurance (including amounts paid as 

premitums under part B of title XVIII of the Social 

Security Act, relating to supplementary health 

medical insurance for the aged) covering medical 

care referred to in subparagraphs (A) and (B). 

" (2) In the case of an insurance contract uinder 

which amounts are payable for other than medical care 

referred to in subparagraphs (A) and (B) of para­

graph (1) ­

" (A) no amount shall be treated as paid for 

insurance to which paragraph (1) (0) applies un­

less the charge for such insurance is either separately 

stated in the contract, or furnished to the policy­

holder by the insurance company in a separate 

statement, 

"(B) the amount taken into account as the 
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amount paid for such insurance shall not exceed 

such charge, and 

" (C) no amount shall be treated as paid for 

such insurance if the amount specified in the con­

tract (or furnished to the policyholder by the insur­

ance company in a separatestatement) as the charge 

for such insurance is unreasonably large in rela­

tion to the total charges under the contract. 

" (3) Subject to the limitations of paragraph (2), 

premiums paid during the taxable year by a taxpayer 

before he attains the age of 65 for insurance covering 

medical care (within the meaning of subparagraphs 

(A) and (B) of paragraph (1) ) for the taxpayer, 

his spouse, or a dependent after the taxpayer attains 

the age of 65 shall be treated as expenses paid during 

the taxable year for insurance which constitutes medical 

care if premiums for such insurance are payable (on 

a level payment basis) under the contract for a period 

of 10 years or more or until the year in which the 

taxpayer attains the age of 65 (but in no case for a 

period of less than 5 years) ." 

-(4) (b) Section 213 (g) of such Code (relating to maxi­

mum limitation if taxpayer or spouse has attained age 65 and 

is disabled) is amended­
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1 (1) by striking out "Has Attained Age 65 and" in 

2 the heading; 

3 (2) by striking out "has attained the age of 65 

4 before the close of the taxable year and" each place 

5 it appears in the text; and 

6 (3) by striking out "have attained the age of 65 

'7 before the close of the taxable year and" in paragraph 

8 (1) (B). 

9 -(-.) (c) The amendments made by this section shall 

10 apply to taxable years beginning after December 31, 1966. 

11 RECEIPTS FOR EMPLOYEES MUST SHOW TAXES SEPARATELY 

12 SEC. 107. Section 6051 (c) of the Internal Revenue 

13 Code of 1954 (relating to additional requirements) is 

14 amended by adding at the end thereof the following new 

15 sentence: "The statements required under this section shall 

16 also show the proportion of the total amount withheld as tax 

17 under section 3 101 which is for financing the cost of hospital 

18 insurance benefits under part A of title XVIII of the Social 

19 Security Act." 

20 TECHNICAL AND ADMINISTRATIVE AMENDMENTS RELATING 

21 TO TRUST FUNDS 

22 SEC. 108. (a) (1) Section 201 (a) (3) of the Social 

230 Security Act is amended by inserting " (other than sections 

24 3101 (b) and 3111 (b) )"after "chapter 21" each'place it 

25 appears therein. 
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(2) Section 201 (a) (4) of such Act is amended by 

inserting " (other than section 1401 (b) ) " after "chapter 2" 

and after "such subchapter or chapter" 

(3) Section 201 (g) (1) of such Act is amended to 

read as follows: 

" (1) (A) There are authorized to be made available 

for expenditure, out of any or all of the Trust Funds (which 

for purposes of this paragraph shall include also the Federal 

Hospital Insurance Trust Fund and the Federal Supple­

mentary Read-h Medical Insurance Befiefits Trust Fund 

established by title XVIII), such amounts as the Congress 

may deem appropriate to pay the costs of the part of the 

administration of this title and title XVIII for which the 

Secretary of Health, Education, and Welfare is responsible. 

During each fiscal year or after the close of such fiscal year 

(or at both times) , the Secretary of Health, Education, and 

Welfare shall analyze the costs of administration of this title 

and title XVIII during the appropriate part or all of such fis­

cal year in order to determine the portion of such costs which 

should be borne by each of the Trust Funds and shall. certify 

to the Managing Trustee the amount, if any, which should be 

transferred among such Trust Funds in order to assure that 

each of the Trust Funds bears its proper share of the costs 

incurred during such fiscal year for the part of the admmnis­
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1 tration of this title and title XVIII for which the Secretary 

2 of Health, Education, and Welfare is responsible. The 

3 Managing Trustee is authorized and directed to transfer any 

4 such amount (determined under the preceding sentence) 

5 among such Trust Funds in accordance with any certification 

6 so made. 

'7 " (B) The Managing Trustee is directed to pay from the 

8 Trust Funds into the Treasury the amounts estimated by him 

9 which will be expended, out of moneys appropriated from 

10 the general funds in the Treasury, during each calendar 

11 quarter by the Treasury Department for the part of the 

12 administration of this title and title XVIII for which the 

13 Treasury Department is responsible and for the administra­

14 tion of chapters 2 and 21 of the Internal Revenue Code of 

15 1954. Such payments shall be covered into the Treasury 

16 as repayment to the account for reimbursement of expenses 

17 incurred in connection with such administration of this title 

18 and title XVIII and chapters 2 and 21 of the Internal 

19 Revenue Code of 1954." 

20 (4) Section 201 (g) (2) of such Act is amended by 

21 inserting after "the amount estimated by him as taxes" the 

22 following: "imposed under section 3101 (a) " 

23 (5) Section 201 (h) of such Act is amended by insert­

24 ing " (other than section 226) " after "this title". 

25 (b) Section 218 (h) (1) of such Act is amended by 
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striking out "Trust Funds in the ratio in which amounts are 

appropriated to such Funds pursuant to subsections (a) (3) 

and (b) (1) of section 201", and inserting in lieu thereof 

"Trust Funds and the Federal Hospital Insurance Trust 

Fund in the ratio in which amounts are appropriated to such 

Funds pursuant to subsection (a) (3) of section 201, subsec­

tion (b) (1) of such section, and subsection (a) (1) of 

section 1817, respectively". 

(c) Section 1106 (b) of such Act is amended by striking 

out "and the Federal Disability Insurance Trust Fund" and 

inserting in lieu thereof ", the Federal Disability Insurance 

Trust Fund, the Federa~l Hospital Insurance Trust Fund, 

and the Federal Supplementary IHea~h Medical Insurance 

Befiefi Trust Fund". 

ADVISORY COUNCIL ON SOCIAL SECURITY 

SEC. 109. (a) Title VII of the Social Security Act is 

amended by adding at the end thereof the following new 

section: 

"ADVISORY COUNCIL ON SOCIAL SECURITY 

"SEC. 706. (a) During 1968 and every fifth year there­

after, the Secretary shall appoint an Advisory Council on 

Social Security for the purpose of reviewing the status of 

the Federal Old-Age and Survivors Insurance Trust Fund, 

the Federal Disability Insurance Trust Fund, the Federal 
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Hospital Insurance Trust Fund, and the Federal Supple­

mentary Realt-h Medical Insurance Benefi~ts Trust Fund in 

relation to the long-term commitments of the old-age, sur­

vivors, and disability insurance program and the programs 

under parts A and B of title XVIII, and of reviewing the 

scope of coverage and the adequacy of benefits under, and 

all other aspects of, these programs, including their impact 

on the public assistance programs under this Act. 

"(b) Each such Council shall consist of the Commis­

sioner of Social Security, as Chairman, and 12 other persons, 

appointed by the Secretary without regard to the civil serv­

ice laws. The appointed members shall, to the extent pos­

sible, represent organizations of employers and employees in 

equal numbers, and represent self-employed persons and the 

public. 

" (c) (1) Any Council appointed hereunder is author­

ized to engage such technical assistance, including actuarial 

services, as may be required to carry out its functions, and 

the Secretary shall, in addition, make available to such 

Council such secretarial, clerical, and other assistance and 

such actuarial and other pertinent data prepared by the 

Department of Health, Education, and Welfare as it may 

require to carry out such functions. 

" (2) Appointed members of any such Council, while 

serving on business of the Council (inclusive of travel time) , 
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shall receive compensation at rates fixed by the Secretary, but 

not exceeding $100 per day and, while so serving away from 

their homes or regular places of business, they may be 

allowed travel expenses, including per diem in lieu of sub­

sistence, as authorized by section 5 of the Administrative 

Expenses Act of 1946 (5 U.S.C. 73b-2) for persons in the 

Government employed intermittently. 

" (d) Each such Council shall submit reports of its find­

ings and recommendations to the Secretary not later than 

January 1 of the second year after the year in which it is 

appointed, and such reports and recommendations shall 

thereupon be transmitted to the Congress and to the Board of 

Trustees of each of the Trust Funds. The reports required 

by this subsection shall include­

" (1) a separate report with respect to the old-age, 

survivors, and disability insurance program under title 

IT and of the taxes imposed under sections 1401 (a), 

3101 (a), and 3111 (a) of the Internal Revenue Code 

of 1954, 

" (2) a separate report with respect to the hospital 

insurance program under part A of title XVIII and of 

the taxes imposed by sections 1401 (b), 3101 (b), and 

3111 (b) of the Internal Revenue Code of 1954, and 

" (3) a separate report with respect to the supple­

mentary hef44h medical insurance befitse program es­
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1 tablished by part B of title XVIII and of the financing 

2 thereof. 

3 After the date of the transmittal to the Congress of the re­

4 ports required by this subsection, the Council shall cease to 

5 exist." 

6 (b) Effective January 1, 1966, section 116 (e) of the 

7 Social Security Amendments of 1956 is repealed. 

S MEANING OF TERM ccSECRETARY 2 

9 SEC. 110. As used in this Act, and in the provisions of 

10 the Social Security Act amended by this Act, the term "Sec­

11 retary", unless the context otherwise requires, means the 

12 Secretary of Health, Education, and Welfare. 

13 ADMINISTRATION OF HOSPITAL INSURANCE FOR THE 

14 AGED BY THE RAILROAD RETIREMENT BOARD 

15 SEC. 111. (a) (1) Section 226(a) of the Social Security 

16 Act is amended by striking out "or is a qualified railroad 

17 retirement beneficiary". 

18 (2) Section 226(b) (2) of such Act is amended to read 

19 as follows: 

20 "(2) an individual shall be deemed to be entitled to 

21 monthly insurance benefits under section 202 for the month 

22 in which he died if he would have been entitled to such bene­

23 fits for such month had he died in the next month". 

24 (3) Section 226(c) of such Act is repealed, and subsec­

25 tion (d) of such section 226 is redesignatedas subsection (c). 
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1 (4) Section 1811 of such Act is amended by striking out 

2 "or under the railroadretirement system". 

3 (5) Subsections (a) (2) and (b) (2) of section 1813 of 

4 such Act are amended by striking out "section 226" and 

5 inserting in lieu thereof "section 226 or under the Railroad 

6 Retirement Act of 1937". 

7 (6) Section 1817(g) of such Act is amended by striking 

8 out the last sentence and also by striking out "(other than the 

9 amounts so certified to the Railroad Retiremient Board)" in 

10 the first sentence. 

11 (7) Section 1841 (f) of such Act is amended by striking 

12 out the last sentence and inserting in lieu thereof the follow­

13 ing: "There shall be transferred periodically (but not less 

14 often than once each fiscal year) to the Trust Fund from the 

15 Railroad Retirement Account amounts equivalent to the 

16 amounts not previously so transferredwhich have been recov­

17 ered under subsection (g) of section 21 of the Railroad Re­

I8 tirement Act of 1937." 

19 (8) Section 1870 (b) of such Act is amended by striking 

20 out "(after consultation with the Railroad Retirement 

21 Board)"; "(or compensation)"; "(to the Railroad Retire­

22 ment Board if the adjustment is to be made by decreasing 

23 subsequent payments under the Railroad Retirement Act of 

24 1937)"; and "or under the Railroad Retirement Act of 
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1937, as the case may be," wherever such phrase appears in 

such subsection. 

(9) Section 1870 (c) of such Act is amended by striking 

out "or of the RailroadRetirement Act of 1937, as the case 

may be,". 

(10) The first sentence of section 1874(a) of such Act 

is amended to read as follows: "Except as otherwise provided 

in this title and in the Railroad Retirement Act of 1937, the 

insurance pro gram~s established by this title shall be adminis­

tered by the Secretary." 

(b) (1) Section 103(a) (3) of the Health Insurance for 

the Aged Act is amended to read as follows: 

" (3) is not, and upon filing applicationfor monthly 

insurance benefits under section 202 of the Social Secu­

rity Act would not be, entitled to hospital insurance 

benefits under section 226 of such Act, and does not meet 

the requirements set forth in section 21 (b) of the Rail­

roadRetirement Act of 1937,". 

(2) So much of the first sentence of section 103(a) of 

such Act as follows clause (5) is amended by striking out 

"becomes certifiable as a railroadretirement beneficiary" and 

insertingin lieu thereof the following: "meets the requirements 

set forth in section 21(b) of the Railroad Retirement Act 

of 1937". 
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(c) (1) Section 21 of the Railroad Retirement Act of 

1937 is amended to read as follows: 

"SEc. 21. (a) For the purposes of this section, and 

subject to the conditions hereinafter provided, the Board 

shall have the same authority to determine the rights of 

individuals described in subsection (b) of this section to have 

payments made on their beh~alf for hospital insurance benefits 

consisting of inpatient hospital services, post-hospital ex­

tended care services; post-hospital home health services, and 

outpatient hospital diagnostic services (all hereinafter re­

ferred to as 'services') within the meaning of section 226, an~d 

parts A and C of title XVIII, of the Social Security Act as 

the Secretary of Health, Education, and W'elf are has under 

such section andl such parts with respect to individuals to 

whom such section and such parts apply. The rights of indi­

viduals described in subsection (b) of this section to have pay­

ment made on their behalf for the services referred to in the 

next preceding sentence shall be the same as those of individuals 

to whom section 226, and part A of title XVIII, of the So­

cial Security Act apply and this section shall be administered 

by the Board as if the provisions of such section and such 

part A were applicable, as if references to the Secretary of 

Health, Education, and Welfare were to the Board, as if 

references to the Federal Hospital Insurance Trust Fund 
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1 were to the Railroad Retirement Account, as if references to 

2 the United States o'r a State included Canadaor a subdivision 

3 thereof, and as if the provisions of sections 1862(a) (4), 

4 .1863, 1867, 1868, 1874(b), and 1875 of such title XVIIJ 

5 were not included in such title. Forpurposes of section 11, a 

6 determinationwith respect to the rights of an individualunder 

7 this section shall, exicept in the case of a provider of services, 

8 be considered to be a decision with respect to an annuity. 

9 "(b) Exvcept as otherwise provided in this section, every 

10 individual who­

11 "(A) has attained age 65, and 

12 "(B) (i) is entitled to an annuity, or (ii) would 

13' be entitled to an annuity had he ceased compensated 

14 service and, in the case of a spouse, had such spouse's 

15 husband or wife ceased compensated service, or (iii) 

16 had been awarded a pension under section 6, or (iv) 

17 bears a relationship to an employee which, by reason of 

18 section 3(e), has been, or would be, taken into account 

19 in calculating the amount of an annuity of such em­

20 ployee or his survivor, 

21 shall be entitled to have payment made for *the services 

22 referred to in subsection (a), and in accordance with the 

23 provisions of such subsection. The payments for servitces 

24 herein provided for shall be made fromt the Railroad Retire­

25 ment Account (in accordance width, and subject to, the con­
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ditions applicable under section 10(b) in making payment 

of other benefits) to the hospital, extended care facility, or 

home health agency providing such ser~vices, including such 

services provided in Canada to individuals to whom this 

subsection applies, but only to the extent that the amount 

of payments for services otherwise hereunder provided for 

an individual exceeds the amount payable for like services 

provided pursuant to the law in effect in the place in Canada 

where such services are furnished. For the purposes of this 

section, an individual shall be entitled to have payment made 

for the services referred to in subsection (a) provided during 

the month in which he died if he would be entitled to have 

payment for services provided duri'ng such month had he 

died in the next month. 

"(c) No individual shall be entitled to have payment 

made for the same services, which are provided for in this 

section, under both (i) this section and (ii) section 226, 

and part A of title XVIII, of the Social Security Act, and no 

individual shall be entitled to have payment made under 

both (i) this section and (ii) section 226, and part A of 

title XVIII., of the Social Security Act for more than would 

be payable if he were qualified only under the provisions 

described in clause (i) or only under the provisions described 

in clause (ii). In any case in which an individual would, 

but for the preceding sentence, be entitled to have payment 



150
 

1. made under both the provisions described in clause (i) and 

2 the provisions described in clause (ii) in such preceding 

3 sentence, payment for such services to which such individual 

4 would be entitled shall be made in accordance with the pro­

5 cedures established pursuant to the next succeeding sentence, 

6 upon certification by the Board or by the Secretary of 

7 Health, Education, and Welfare. It shall be the duty of the 

8 Board and such Secretary with respect to such cases jointly 

9 to establish procedures designed to minimize duplications of 

10 requests for payment for such services, and of determinations, 

11 and to assign administrative functions between them so as 

12 to promote the greatest facility, efficiency, and consistency of 

13 administrationof this section and section 226, and part A of 

14 title XVIII, of the Social Security Act; and subject to the 

15 provisions of this subsection to assure that the rights of 

16 individuals under this section or section 226, and part A of 

17 title XVIII, of the Social Security Act shall not be impaired 

18 or diminished by reason of the administrationof this section 

19 and section 226, and part A of title XVIII, of the Social 

20 Security Act. The procedures so established may be in­

21 cluded in regulations issued by the Board and by the Sec­

22 retary of Health, Education, and Welfare to implement this 

23 section and such section 226, and part A of title XVIII, 

24 respectively. 

25 "(d) Any agreement entered into by the Secretary of 



1 Health, Education, and Welfare pursuant to part A or part 

2 C of title XVIII of the Social Security Act shall be entered 

3 into on behalf of both such Secretary and the Board. The 

4 preceding sentence shall not be construed to limit the author­

5 ity of the Board to enter on its own behalf into any such 

6 agreement relating to services provided in Canadaor in any 

7 facility devoted primarily to railroademployees. 

8 "(e) A request for payment for services filed under this 

9 section shall be deemed to be a request for payment for serv­

io ices filed as of the same time under section 226, and part A 

ii of title XVIHi, of the Social Security Act, and a request for 

12 payment for services filed under such section 226 and such 

13 part shall be deemed to be a request for payment for services 

14 filed as of the same time under this section. 

15 "(f) The Board and the Secretary of Health, Education, 

16 and Welfare shall furnish each other with such information, 

17 records, and documents as may be considered necessary to 

18 the administrationof this section or section 226, and part A 

19 of title XVIII, of the Social Security Act. 

20 "(g) Any payment to any provider of services or other 

21 person (covered by this section or part B of title XVIII of 

22 the Social Security Act) with respect to items or services 

23 furnished any individual who meets. the requirements of 

24 subsection (b) of this section shall be governed, to the extent 
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1applicable, and as if references to the Secretary were refer­

2 ences to the Board, by the provisions of section 1870 of the 

3 Social Security Act and treated for the purposes Of section 

4 9 of this Act, as if it were a payment of an annuity or pen­

5 sion, except that any recovery of overpayment under part B 

6 of title XVIII of the Social Security Act shall be transferred 

7 to the Federal Supplementary Medical Insurance Trust 

8 Fund. 

9 "(h) For purposes of this section (and sections 1840, 

10 1843, and 1870 of the Social Security Act), entitlement to 

11 an annuity or pension under this Act shall be deemed to in­

:12 clude entitlement under the RailroadReitirement Act of 1935. 

13 "(i) There are authorized to be appropriated to the 

14 Railroad Retirement Account from time to time such sums 

15 as the Board finds sufficient to cover­

:16 "g(1) the costs of payments made from such account 

17 under this section, 

18 "(2) the additional administrative expenses re­

19 sulting from such payments, and 

20 "(3) any loss of interest to such account resulting 

21 from such payments, 

22 in e-ases where such payments are not includible in deter­

23 minations under section 5(k) (2) (A) (iii) of this Act, 

24 provided such payments could have been made as a result 
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1 of section 103 of the Health Insurance for the Aged Act 

2 but for eligibility under subsection (b) of this section." 

3 (2) Section 5(k) (2) of such Act is amended­

4 (A) by striking out subparag'raphs (A) and (B) 

5 and redesignating subparagraphs (C), (D), and (E) 

6 as subparagraphs (A), (B), and (C), respectively, 

7 (B) by striking out the second sentence and the 

8 last sentence Of subdivision (i) of the subparagraph 

9 redesignated as subparagraph (A) by subparagraph 

10 (A ) of this paragraph; and by striking out from the 

11 said subdivision (i) "the Retirement Account" and in­

112 serting in lieu thereof "the RailroadRetirement Account 

13 (hereinafter termed 'Retirement Account')"; 

14 (C) by adding at the end of the subparagraph 

15 redesignated as subparagraph (A) by subparagraph 

:16 (A) of this paragraph the following new subdivision: 

17 "(iii) At the close of the fiscal year ending 

18 June 30, 1966, and each fiscal year thereafter, 

19 the Board and the Secretary of Health, Education, 

20 and Welfare shall determine the amount, if any, 

21 which, if added to or subtracted from the Federal 

22 Hospital Insurance Trust Fund, would place such 

23 fund in the same position in which it would have 



154
 

1 been if service as an employee after December 31, 

2 1936, had been included in the term "employment" 

3 as defined in the Social Security Act and in the 

4 Federal Insurance Contributions Act. Such deter­

5 mination shall be made no later than June 15 follow­

6 ing the close of the fiscal year. If such amount is to 

7 be added to the Federal Hospital Insurance Trust 

8 Fund the Board shall, within ten days after the 

9 determination, certify such amount to the Secretary 

10 of the Treasury for transfer from the Retirement 

11 Account to the Federal Hospital Insurance Trust 

12 Fund; if such amount is to be subtracted from the 

13 FederatHospital Insurance Trust Fund the Secre­

14 tary of Health, Education, and Welfare shall, within 

15 ten days after the determination,certify such amount 

16 to the Secretary of the Treasury for transfer from 

17 the Federal Hospital Insurance Trust Fund to the 

18 Retirement Account. The amount so certified shall 

19 further include interest (at the rate determined 

20 under subparagraph (B) for the fiscal year under 

21 consideration) payable from the close of such fiscal 

22 year until the date of certification;" 

2 (D) by striking out "subparagraph (D)" where 

24 it appearsin the subparagraphredesignated as subpara­
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graph (A) by subparagraph (A) of this paragraph, 

2 and inserting in lieu thereof "subparagraph(B)"; 

3 (E) by striking out "subparagraphs (B) and 

4 (C)" where it appears in the subparagraph redesig­

5 nated as subparagraph (B) by subparagraph (A) of 

6 this paragraphand inserting in lieu thereof "subpara­

7 graph (A)"; and 

8 (F) by amending the subparagraph redesignated 

9 as subparagraph (C) by subparagraph (A) of this 

10 paragraphto read as follows: 

it1 "(C) The Secretary of the Treasury is authorized 

12 and directed to transfer to the Federal Old-Age and 

13 Survivors Insurance Trust Fund, the FederalDisability 

14 Insurance Trust Fund, or the Federal Hospital In­

15 surance Trust Fund from the Retirement Account or 

16 to the Retirement Account from the Federal Old-Age 

17 and Survivors Insurance Trust Fund, the FederalDis­

18 ability Insurance Trust Fund, or the Federal Hospital 

19 Insurance Trust Fund, as the case may be, such amounts 

20 as, from time to time, may be determined by the Board 

21 and the Secretary of Health, Education, and Welfare 

22 pursuant to the provisions of subparagraph (A), and 

23 certified by the Board or the Secretary of Health, Edu­

24 cation, and Welfare for transfer from the Retirement 
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Account or from the Federal Old-Age and Survivors 

Insurance Trust Fund, the FederalDisability Insurane'3, 

Trust Fund. or the Federal Hospital Insurance Trust 

Fund." 

(d) (1) Section 3201 of the Internal Revenue Code of 

1954 (relating to rate of tax on employees under the Rail­

road Retirement Tax Act) is amended by strikingout "section 

3101 (a)" and inserting in lieu thereof "section 3101 (a) 

plus the rate imposed by section 3101 (b) ". 

(2) Section 3211 of such Code (relating to the rate of 

tax on employee representatives under the Railroad Retire­

ment Tax Act) is amended by striking out "section 3101 (a)" 

and inserting in lieu thereof "section 3101 (a) plus the rate 

imposed by section 3101 (b)". 

(3) Section 3221 (b) of such Code (relating to the rate 

of tax on employers under the RailroadRetirement Tax Act) 

is amended by striking out "section 3111 (a)" and inserting 

in lieu thereof "section 3111 (a) plus the rate imposed by 

section 3111 (b) ". 

(4) Section 1401 (b) of such Code (relating to the 

rate of tax under the Self-Employment Contributions Act) 

is amended by striking out the last sentence. 

(5) Section 3101 (b) of such Code (relating to the 

rate of tax on employees under the Federal Insurance Con­

tributions Act) is amended by striking out ", but without 
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regard to the provisions of paragraph (9) thereof insofar 

as it relates to employees". 

(6) Section 3111 (b) of such Code (relating to the rate 

of tax on employers under the Federal Insurance Contribu­

tions Act) is amended by striking out "., but without regard 

to the provisions of paragraph (9) thereof insofar as it 

relates to employees". 

(e) (1) The amendments made by the preceding provi­

sions of this section shall become effective January 1, 1966, 

if the requirement in paragraph (2) with respect to such 

date has been met. If such requirement has not been met 

with respect to January 1, 1966, such amendments shall 

become effective onl the first January 1 thereafter with respect 

to which such requirement has been met. 

(2) The requirement referred to in paragraph(1) shall 

be deemed to have been met with respect to any January1 if, 

as of the October 1 immediately preceding such January 1, 

the Railroad Retirement Tax Act provides that the maximum 

amount of monthly compensation taxable under such Act for 

the following Januarywill be an amount equal to or in excess 

of one-twelfth of the maximum wages which the Federal In­

surance Contributions Act provides may be counted for the 

calendar year beginning on the first day of such following 

January. 
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ADDITIONAL UNDER SECRETARY AND ASSISTANT SECRE­

TARIES OF HEALTH, EDUCATION, AND WELFARE 

SEC. 112. (a) There shall be in the Department of 

Health, Education, and Welfare an additional Under Sec-. 

retary of Health, Education, and Welfare who shall be 

appointed by the President, by and with the advice and con­

sent of the Senate, shall perform such duties as the Secretary 

of Health, Education, and Welfare may prescribe, and shall 

serve as Secretary during the absence or disability of the 

Secretary and the Under Secretary now provided for, in 

accordancewith directives of the Secretary. 

(b) There shall be in the Department of Health, Edu-. 

cation, and Welfare, in addition to the Assistant Secretaries 

otherwise provided by law, two Assistant Secretaries of 

Health, Education, and Welfare who shall be appointed by 

the President, by and with the advice and consent of the 

Senate. The provisions of section 2 of the Reorganization 

Plan Numbered 1 of 1953 (67 Stat. 631) shall be appli-. 

cable to such additional Assistant Secretaries to the same 

extent as they are applicable to the Assistant Secretaries 

authorized by such section. 

(c) The rate of compensation of such additional Under 

Secretary a~nd Assistant Secretaries shall be the same as that 

applicable to the Under Secretary and Assistant Secretaries, 
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1L respectively, whose positions are established by section 2 of 

2 such reorganizationplan. 

3 PART 2-GRANTS TO STATES FOR MEDICAL ASSISTANCE 

4 PROGRAMS 

5 ESTABLISHMENT OF PROGRAMS 

6 SEC. 121. (a) The Social Security Act is amended by 

7 adding at the end thereof (after the new title XVIII added 

8 by section 102) the following new title: 

9 "TITLE XIX-GRANTS TO STATES FOR MEDICAL 

10 ASSISTANCE PROGRAMS 

11 ccAPPROPRIATION 

12 "SEC. 1901. For the purpose of enabling each State, as 

13 far as practicable under the conditions in such State, to fur­

14 nish (1) medical assistance on behalf of families with de­

15 pendent children and of aged, blind, or permanently and 

16 totally disabled individuals, whose income and resources are 

17 insufficient to meet the costs of necessary medical services, 

18 and (2) rehabilitation and other services to help such fain­

19 ilies and individuals attain or retain capability for independ­

20 ence or self-care, there is hereby authorized to be appropri­

21 ated for each fiscal year a sum sufficient to carry out the 

22 purposes of this title. The sums made available under this 

23 section shall be used for making payments to States 

24 which have submitted, and had approved by the Secretary 
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of Health, Education, and Welfare, State plans for medical 

assistance. 

ccSTATE PLANS FOR MEDICAL ASSISTANCE 

"SEC. 1902. (a) A State plan for medical assistance 

must­

" (1) provide that it shall be in effect in all political 

subdivisions of the State, and, if administered by them, 

be mandatory upon them; 

" (2) provide for financial participation by the State 

equal to not less than 40 per centunn of the non-Federal 

share of the expenditures under the plan with respect to 

which payments under section 1903 are authorized by 

this title; and, effective July 1, 1970, provide for 

financial participation by the State equal to all of such 

non-Federal share; 

"(3) provide for granting an opportunity for a fair 

hearing before the State agency to any individual whose 

claim for medical assistance under the plan is denied or 

is not acted upon with reasonable promptness; 

" (4) provide such methods of administration (in­

cluding methods relating to the establishment and main­

tenance of personnel standards on a merit basis, except 

that the Secretary shall exercise no authority with respect 

to the selection, tenure of office, and compensation of any 

individual employed in accordance with such methods, 
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I and including provision for utilization of professional 

2 medical personnel in the administration and, where ad­

3 ministered locally, supervision of administration of the 

4 plan) as are found by the Secretary to be necessary for 

5 the proper and efficient operation of the plan; 

6 pL5.-o-Fi~de that the State agefiey adininisterinag 

17 sie4igthve administ4at±tee of th~e plan+of sueh 

8 State arppi'eved under- title L, or wide* title X4 -(inse­

9 far as it felates to the aged),~shAl admifister- or s*upef­

10 v4se the administmgeeof of the plaft fef mnedieal assist­

11 eanee-; aiA that any leeal ageney administe-fing the plant 

12 of sttel State ftpp-ev'e4ude title4& I o uffdef tite X-W 

13 -(insefa as it felates to the aged-), in a politieal sub­

14 di-vision, shf4adl inisteiz the plant fei- mediea ftssistftnee 

15 in sash sudivision­

16 "(5) either provide for the establishment or designa­

17 tion of a single State agency to administer the plan, or 

18 provide for the establishment or designation of a single 

19 State agency to supervise the administrationof the plan, 

20 except that the determinationof eligibility for medical as­

21 sistance under the plan shall be made by the State or local 

22 agency administering the State plan approved under 

23 title I or XVI (insofar as it relates to the aged); 

24 " (6) provide that the State agency will make such 

H.R. 6675-6 
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reports, in such form and containing such inaformiation, 

as the Secretary may from time to time require, and 

comply with such provisions as the Secretary may from 

time to time find necessary to assure the correctness and 

verification of such reports; 

" (7) provide safeguards which restrict the use or 

disclosure of information concerning applicants and 

recipients to purposes directly connected with the admin­

istration of the plan; 

" (8) provide that all individuals wishing to make 

application for medical assistance uinder -the plan shall 

have opportunity to do so, and that such assistance shall 

be furnished with reasonable promptness to all eligible 

individuals;: 

"(9) (A) provide for the establishment or designa­

tion of a State authority or authorities which shall be 

responsible for establishing and maintaining standards 

for private or public institutions in which recipients of 

medical assistance uinder the plan may receive care or 

services; and 

" (B) provide that, after June 30, 1967, the require­

me'nts under~the standards established and maintained 

by such authority or authorities shall include any re­

quirements which may be contained in standards estab­

lished by the Secretary relating to protection against fire 
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and other hazards to the health and safety of individuals 

in such private or public institutions; 

" (10) provide for making medical assistance avail­

able to all -individuals receiving aid or assistance under 

State plans approved under titles I, IV, X, XIV, and 

XVI; and­

" (A) provide that (except as to care and serv­

ices described in paragraph(4) or (14) of section 

1905(a)) the medical assistance made available to 

individuals receiving aid or assistance under any 

such State plan­

" (i) shall not be less in amount, duration, 

or scope than the medical assistance made avail­

able to individuals receiving aid or assistance 

under any other such State plan, and 

" (ii) shall not be less in amount, dura­

tion, or scope than the medical assistaffee or 

remedial care and services made available to 

individuals not receiving aid or assistance under 

any such plan; and 

" (B) if medical assistaflee is or remedial care 

and services are included for any group of indi­

viduals who are not receiving aid or assistance under 

any such State plan and who do not meet the in­

come and resources requirements of the one of such 
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State plans which is appropriate, as determined in 

accordance with standards prescribed. by the See­

retary, provide (except as to care and services de­

scribed in paragraph (4) or (14) of section 1905 

(a))­

" (i) for making medical assistaniee or 

remeduial care and services available to all indi­

viduals who would, if needy, be eligible for aid 

or assistance under any such State plan and 

who have insufficient (as determined in accord­

ance with comparable standards) income and 

resources to meet the costs of necessary medi­

cal or remedial care and services, and 

"(ii) that the medical assistaftee or reme­

dial care and services made available to all in­

dividuals not receiving aid or assistance under 

any such State plan shall be equal in amount, 

duration, and scope; 

"(11) provide for entering into cooperative axrange­

ments with the State agencies responsible for administer­

ing or supervising the administration of health services 

and vocational rehabilitation services in the, State looking 

toward mxumutilization of such services in the 

provision of medical assistance under the plan; 

"(12)_ provide that, in determining whether an 
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individual is blind, there shall be an examination by a 

physician skilled in the diseases of the eye or by an 

optometrist, whichever the individual may select; 

" (13) provide for inclusion of some institutional and 

some noninstitutional care and services, and, effective 

July 1, 1967, provide (A) for inclusion of at least the 

care and services listed in clauses (1) through (5) of 

section 1905 (a), and (B) for payment of the reason­

able cost (as determined in accordance with standards 

approved by the Secretary and included in the plan) of 

inpatient hospital services provided under the plan; 

"(14) provide that (A) no deduction, cost sharing, 

or similar charge will be imposed under the plan on the 

individual with respect to inpatient hospital services 

furnished him under the plan, and (B) any deduction, 

cost sharing, or similar charge imposed under the plan 

with respect to any other medical assistance furnished 

him thereunder, and any enrollment fee, premium, or 

similar charge imposed under the plan, shall be reason­

ably related (as determined in accordance with stand­

ards approved by the Secretary and included in the 

plan) to the recipient's income or his income and 

resources; 

" (15) in the case of eligible individuals 65 years 

of age or older who are covered by either or both of 
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the- insurance programs established by title XVII, 

provide­

" (A) for meeting the full cost of any deductible 

imposed with respect to any such individual under 

the insurance program established by part A of such 

title; and 

"(B) where, under the plan, all of any de­

ductible, cost sharing, or similar charge imposed 

with respect to- any such individual under the insur­

ance, program established by part B of such title 

is not met, the portion thereof which is met shall 

be determined on- a basis -reasonably related (as 

determined in accordance with standards approved 

by the Secretary and included in the plan) to such 

individual's income or his income and resources; 

" (16) provide for inclusion, to the extent required 

by regulations prescribed by the Secretary, of provisions 

(conforming to such regulations) with respect to the 

furnishing of medical assistance under the plan to in­

dividuals who are residents of the State but are absent 

therefrom; 

" (17) include reasonable standards (which shall 

be comparable for all groups) for determining eligibility 

for and the extent of medical assistance under the plan 

which (A) are consistent with the objectives of this 
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title, (B) provide for taking into account only such 

income and resources as are, as determined in accord­

ance with standards prescribed by the Secretary, avail­

able to the applicant or recipient and (in the case of 

any applicant or recipient who would, if he met the 

requirements as to need, be eligible for aid or assistance 

in the form of money payments under a State plan ap­

proved under title I, IV, X, XIV, or XVI) as would 

not be disregarded (or set aqide for future needs) in 

determining his eligibility for and amount of such aid 

or assistance under such plan, (C) provide for reason­

able evaluation of any such income or resources, and 

(ID) do not take into account the financial responsibility 

of any individual for any applicant or recipient of assist­

ance under the plan unless such applicant or recipient 

is such individual's spouse or such individual's child 

who is under age 21 or is blind or permanently and 

totally disabled; and provide for flexibility in the ajp­

plication of such standards with respect to income by 

taking into ,account, exceept to the extent prescribed 

by the Secretary, the costs (wh-lethier in the form of 

insurance premiums or otherwise) incurred for medical 

care or for any other type of remedial care recognized 

under State law; 

"(18) provide that no lien May be imposed against 
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1 the property of any individual prior to. his death on 

2 account of medical assistance paid, or t~o 'be paid on his 

3 behalf under the plan (except pursuant to the judgment 

4 of a court on account of benefits incorrectly paid on 

behalf of such individual), and that there shall be no ad­

6 justment or recovery (except, in the case of an indi­

7 vidual who was 65 years of age or -older when he received 

8 such assistance, from his estate, and then only after the 

9 death of his surviving spouse, if any, and only at a time 

when he has no surviving child who is under age 21 or is 

11 blind or permanently and totally disabled) of any medi­

12 cal assistance correctly paid on behalf of such individual 

13 under the plan; 

14 " (19) provide such safeguards as may be necessary 

to assure that eligibility for care and services under the 

16 plan will be determined, and such care and services will 

17 be provided, in a manner consistent with. simplicity of 

18 administration and the best interests of the recipients; 

19 " (20) if the State plan includes medical assistance 

in behalf of individuals 65 years of age or older who are 

21 patients in institutions for twu1ereuksis of mental 

22 diseases­

23 "c(A) provide for having in effect such agree­

24 ments or other arrangements with State authorities 

concerned with mental diseases iff Wtbhereulsis -(.as 
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the eme may be), and, where appropriate, with such 

institutions, as may be necessary for carrying out 

the State plan, including arrangements for joint 

planning and for development of alternate methods 

of care, arrangements providing assurance of im­

mediate readmittance to institutions where needed 

for individuals under alternate plans of care, and 

arrangements providing for access to patients and 

facilities, for furnishing information, and for making 

reports; 

" (B) provide for an individual plan for each 

such patient to assure that the institutional care 

provided to him is in his best interests, including, to 

that end, assurances that there will be initial and 

periodic review of his medical and other needs, that 

he will be given appropriate medical treatment 

within the institution, and that there will be a peri­

odical determination of his need for continued treat­

ment in the institution; 

"(0) provide for the development of alternate 

plans of care, making maximum utilization of avail­

able resources, for recipients 65 years of age, or 

older who would otherwise need care in such insti­

tutions, including appropriate medical treatment and 
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I other aid or assistance; for services referred to in 

2 section 3 (a) (4) (A) (i) and (ii) or section 1603 

3 (a) (4) (A) (i) and (ii) which are appropriate 

4 for such recipients and for such patients; and for 

5 methods of administration necessary to assure that 

6 the responsibilities of the State agency under the 

7 State plan with respect to such recipients and such 

8 patients will be effectively carried out; and 

9 "(ID) provide methods of determining the rea­

10 sonable cost of institutional care for such patients; 

11 &Rd 

12 " (21) if the State plan includes medical assistance 

13 in behalf of individuals 65 years of age or older who 

14 are patients in public institutions for mental diseases, 

15 show that the State is making satisfactory progress 

16 toward developing and implementing a comprehensive 

17 mental health program, including provision for utiliza­

18 tion of community mental health centers, nursing homes, 

19 and other alternatives to care in public institutions for 

20 mental diseases. diseases; and 

21 "(22) include descriptions of (A) the kinds and 

22 numbers of professional medical personnel and support­

23 ing staff that will be used in the administration of the 

24 plan and of the responsibilities they will have, (B) the 

25 standards, for private or public institutions in which 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

171
 

recipients of medical assistance under the plan may 

receive care or services, that will be utilized by the State 

authority or authorities responsible for establishing and 

maintaining such standards, (C) the cooperative ar­

rangements with State health agencies and State voca­

tional rehabilitation agencies entered ineto with a view 

to maximum utilization of and coordination of the pro­

vision of medical assistance with the services adminis­

tered or supervised by such agencies, and (D) other 

standards and methods that the State will use to assure 

that medical or remedial care and services provided to 

recipients of medical assistance are of high quality. 

Notwithstanding paragraph (5), if on January 1, 1965, and 

on the date on which a State submits its plan for approval 

under this title, the State agency which administered or 

supervised the administration of the plan of such State ap­

proved under title X (or title XVI, insofar as it relates 

to the blind) was different from the State agency which 

administered or supervised the administration of the State 

plan approved under title I (or title XVI, insofar as it 

relates to the aged), the State agency which administered 

or supervised the administration of such plan approved under 

title X (or title XVI, insofar as it relates to the blind) 

may be designated to administer or supervise the administra­
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tion of the portion of the State plan for medical assistance 

which relates to blind individuals and tAhe a different State 

agency whieli adminifster-ed- O*W the adfiiistr-ate*st1Per*%4ee4 

of stteh plaft appiove~ ander-44e I- -(ei 4e -X-V4-ifiseefa fts 

it i-eae~es te&the aged)- may be established or designated to 

administer or supervise the administration of the rest of 

the State plan for medical assistance; and in such case 

the part of the plan which each such agency administers, 

or the administration of which each such agency supervises, 

shall be regarded as a separate plan for purposes of this 

title (except for purposes of paragraph (10) ). 

" (b) The Secretary shall approve any plan which fril­

fills the conditions specified in subsection (a), except that 

he shall not approve any plan which imposes, as a condition 

of eligibility for medical assistance under the plan­

"(1) an age requirement of more than 65 years; or 

"(2) effective July 1, 1967, any age requirement 

which excludes any individual who has not attained the 

age of 21 and is or would, except for the provisions of 

section 406 (a) (2), be a dependent child under title 

IV; or 

" (3) any residence requirement which excludes any 

individual who resides in the State; or 

" (4) any citizenship requirement which excludes 

any citizen of the United States. 
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"(c) Notwithstanding subsection (b), the Secretary 

shall not approve any State plan for medical assistance if he 

determines that the approval and operation of the plan will 

result in a reduction in aid or assistance (other than so much 

of the aid or assistance as is provided for under the plan of 

the State approved under this title) provided for eligible in­

dividuals under a plan of such State approved under title I, 

IV, X, XIV, or XVI. 

itPAYMENT TO STATES 

"SEC. 1903. (a) From the sums appropriated therefor. 

the Secretary (except as otherwise provided in this section 

and section 1117) shall pay to each State which has a plan 

approved under this title, for each quarter, beginning with 

the quarter commencing January 1, 1966­

" (1) an amount equal to the Federal medical 

assistance percentage (as defined in section 1905 (b) ) 

of the total amount expended during such quarter as 

medical assistance under the State plan (including ex­

penditures for premiums under part B of title XVIII, 

for individuals who are recipients of money payments 

under a State plan approved under title I, IV, X, XIV, 

or XVI, and other insurance premiums for medical or 

any other type of remedial care or the cost thereof) 

plus 
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1 "(2) an amount equal to 75 per centum of so much 

2 of the sums expended during such quarter (as found 

3 necessary by the Secretary for the proper and efficient 

4 administration of the State plan) as are attributable to 

5 compensation or training of skilled professional medical 

6 personnel, and staff directly supporting such personnel, 

7 of the State agency (or of the local agency administer­

8 ing the State plan in the political subdivision) ; plus 

9 " (3) an amount equal to 50 per centum of the 

10 remainder of the amounts expended during such quarter 

11 as found necessary by the Secretary for the proper and 

12 efficient administration of the State plan. 

13 " (b) Notwithstanding the preceding provisions of this 

14 section, the amount determined under such provisions for 

15 any State for any quarter which is attributable to expendi­

16 tures with respect to individuals 65 years of age or older who 

17 are patients in institutions for VAeretIesIUMT f mental diseases 

18 shall be paid only to the extent that the State makes a show­

19 ing satisfactory to the Secretary that total expendi­

20 tures from Federal, State, and local sources for men­

21 tal health services (including payments to or in behalf of 

22 individuals with mental health problems) under State and 

23 local public health and public welfare programs for such quar­

24 ter exceed the average of the total expenditures from such 

25 sources for such services under such programs for each quar­
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ter of the fiscal year ending June 30, 1965. For purposes of 

this subsection, expenditures for such services for each quar­

ter in the fiscal year ending June 30, 1965, in the case of 

any State shall be determined on the basis of the latest data, 

satisfactory to the Secretary, available to him at the time of 

the first determination by him uinder this suibsection for such 

State; and expenditures for suich services for any quarter 

beginning after December 31, 1965, in the case of any 

State shall be determined on the basis of the latest data., 

satisfactory to the Secretary, available to him at the time 

of the determination under this subsection for such State for 

such quarter; and determinations so made shall be conclusive 

for purposes of this subsection. 

"(c) (1) If the Secretary finds, on the basis of satisfac­

tory information furnished by a State, that the Federal med­

ica~l assistance percentage for such State applicable to any 

quarter in the period beginning January 1, 1966, and endinog 

with the close of June 30, 1969, is less than 105 per centum 

of the Federal share of medical expenditures by the State 

during the fiscal year ending June 30, 1965 (as determined 

under paragraph (2) ), then 105 per centum of such Federal 

share shall be the Federal medical assistance percentage (in­

stead of the percentage determined under section 1905 (b) ) 

for such State for such quarter and each quarter thereafter 
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occurring in such period and prior to the first quarter with 

respect to which such a finding is not applicable. 

" (2) For purposes of paragraph (1), the Federal share 

of medical expenditures by a State during the fiscal year 

ending June 30, 1965, means the percentage which the ex­

cess of­

"(A) the total of the amounts determined under 

sections 3, 403, 1003, 1403, and 1603 with respect to 

expenditures by such State during such year as aid or 

assistance under its State plans approved under titles I, 

IV X, XIV, and XVI, over 

" (B) the total of the amounts which would have 

been determined under such sections with respect to 

such expenditures during such year if expenditures as aid 

or assistance in the form of medical or any other type of 

remedial care had not been counted, 

is of the total expenditures as aid or assistance in the form 

of medical or any other type of remedial care under such 

plans during such year. 

" (d) (1) Prior to the beginning of each quarter, the 

Secretary shall estimate the amount to which a State will 

be entitled under subsections (a), (b), and (c) for such 

quarter, such estimates to be based on (A) a report ifiled by 

the State containing its estimate of the total sum to be ex­

pended in such quarter in accordance with the provisions of 
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1 such subsections, and stating the amotunt appropriated or 

2 made available by the State and its political subdivisions for 

3 such expenditures in such quarter, and if such amount is less 

4 than the State's proportionate share of the total sum of such 

5 estimated expenditures, the source or sources from which 

6 the difference is expected to be derived, and (B) such othert 

7 investigation as the Secretary may find necessary. 

8 "(2) The Secretary shall then pay to the State, iu 

9 such installments as he may determine, the amount so esti­

10 mated, reduced or increased to the extent of any overpay­

11 ment or underpayment which the Secretary determines was 

-12 made under this section to such State for any prior quarter 

13 and with respect to which adjustment has not already been 

14 made under this subsection. 

15 " (3) The pro rata share to which the United States is 

16 equitably entitled, as determined by the Secretary, of the net. 

17 amount recovered during any quarter by the State or any 

18 political subdivision thereof with respect to medical assistance 

19 furnished under the State plan shall be considered an over­

20 payment to be adjusted under this subsection. 

21 " (4) Upon the making of any estimate by the Secretary 

22 under this subsection, any appropriations available for pay­

23 ments under this section shall be deemed obligated. 

24 " (e) The Secretary shall not mak~e payments under the 
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1 preceding provisions of this section to any State unless the 

2 State makes a satisfactory showing that it is making efforts in 

3 the direction of broadening the scope of the care and services 

4 made available under the plan and in the direction of liberal­

5 izing the eligibility requirements for medical assistance, with 

6 a view toward furnishing by J-dy 4-, 4Q1-97 (on or before the 

7 first (lay of the calendar quarter following the 40-calendar 

8 quarter 1)eriod beginning 'with the first calendar quarter for 

9 which the plan is effective) comprehensive care and services 

10 to substantially all individuals who meet the plan's eligibility 

ill standards with respect to income and resources, including 

12 services to enable such individuals to attain or retain inde­

13 pendence or self-care. 

14 "tOPERATION OF STATE PLANS 

15 "SEc. 1904. If the Secretary, after reasonable notice 

16 and opportunity for hearing to the State agency administer­

17 ing or supervising the administration of the State plan 

18 approved under this title, finds­

19 "' (1) that the plan has been so changed that it no 

20 longer complies with the provisions of section 1902; or 

21 " (2) that in the administration of the plan there is 

22 a.failure to comply substantially with any such provision; 

23 the Secretary shall notify such State agency that further 

24 payments will not be made to the State (or, in his discretion, 

25 that payments will be limited to categories under or parts of 
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1 the State plan not. affected by such- failure), until the Secre­

2 t~ary is satisfied that there will- no longer be any such failure 

3 to comply. Until he is so satisfied he shall make no further 

4 payments to such State (or, shall limit payments to categories 

5 under or parts of the State plan not affected by such failure) . 

6 "DEFINITIONS 

7 "S~c. 1905. For purposes of this title­

s " (a) The term 'medical assistance' means payment of 

9 part or all of the cost of the following care and services (if 

10 provided in or after the third month before the montli in 

11 which the* recipient makes application for assistance) for in­

12 dividuals who, except for section 406 (a) (2), are (or would, 

132 if needy, be) dependent children under title IV (and are 

14 under the age of 21) or who are relatives specified in see­

15 tion 406 (b) (1) with whom such children are living, or who 

16 are 65 years of age or older, are blind, or are 18 years 'of 

17 age or older and permanently and totally disabled, but whose 

18 income and resources are insufficient to meet all of such 

19 cost­

20 "(1) inpatient hospital services (other than services 

21 in an institution for tuberculosis or mental diseases); 

22 " (2) outpatient hospital services; 

23 " (3) other laboratory and X-ray services; 

24 " (4) skilled nursing home services (other than serv­

25 ices in an institution for tuberculosis or mental dis­
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1 eases) for individuals 21 years of age or older and 

2 dental services for individuals under the age of 21; 

3 " (5) physicians' services, whether furnished in the 

4 office, the patient's home, a hospital, or a skilled nursing 

5 home, or elsewhere; 

6 " (6) medical care, or any other type of remedial 

7 care recognized under State law, furnished by licensed 

8 practitioners within the-scope of their practice as defined 

9 by State law; 

10 "(7) home health care services; 

11 "(8) private duty nursing services; 

12 " (9) clinic services; 

13 " (10) skilled nursing home services and dental 

14 services for other individuals; 

15 " (11) physical therapy and related services; 

16 " (12) prescribed drugs, dentures, and prosthetic 

17 devices; and eyeglasses prescribed by a physician skilled 

18 in diseases of the eye or by an optometrist, whichever 

19 the individual may select; 

20 " (13) other diagnostic, screening, preventive, and 

21 rehabilitative services; ed+4 

22 "(14) inpatient hospital services and skilled nurs­

23 ing home services in an institution for tuberculosis or 

24 mental diseases; and 

25 t"-(1) (1.5) any other medical care, and any other 
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1 type of remedial care recognized under State law, 

2 specified by the Secretary; 

3 except that such term does not include­

4 " (A) any such payments with respect to care or 

5 services for any individual who is an inmate of a public 

6 institution (except as a patient in a medical institution) 

7 or 

8 " (B) any such payments with respect to care or 

9 services for any individual who has not attained 65 years 

10 of age and who is a patient in an institution for tubercu­

11 losis or mental diseases. 

12 " (b) The term 'Federal medical assistance percentage' 

13 for any State shall be 100 per centum less the State per­

14 centage; and the State percentage shall be that percentage 

15 which bears the same ratio to 45 per centum as the square 

16 of the per capita income of such State bears to the square of 

17 the per capita income of the continental United States (in­

18 cluding Alaska) and Hawaii; except that (1) the Federal 

1i9 medical assistance percentage shall in no case be less than 50 

20 per centunn or more than 83 per centum, and (2) the Fed­

21 eral medical assistance percentage for Puerto Rico, the Vir­

22 gin Islands, and Guam shall be 55 per centum. The Federal 

23 medical assistance percentage for any State shall be deter­

24 mined and promulgated in accordance with the provisions of 
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subparagraph (B) of section 1101 (a) (8) ; except that the 

Secretary shall promulgate such percentage as soon as pos­

sible after the enactment of this title, which promulgation 

shall be conclusive for each of the six quarters in the period 

beginning January 1, 1966, and ending with the close of 

June 30, 1967." 

(b) No payment may be made to any State under 

title I, IV, X, XIV, or XVI of the Social Security Act 

with respect to aid or assistance in the form of medical or 

any other type of remedial care for any period for which 

such State receives payments under title XIX of such Act, 

or for any period aftfiff J~ifte SO0 496-7- thereafter. 

(c) (1) Effective January 1, 1966, section 1101 (a) 

(1) of the Social Security Act- is amended by striking out 

"and XVI" and inserting in lieu thereof "XVI, and XIX". 

-(2*)Seetie~ 4409 of siieh Aet is amended by addi-Bg at 

the end thereef the following new seiitenee-: i"Any affeiu4 

whieb is dlisregofded -(of set aside, feif fatue nheeds)- int deter­

minling eligibility fef en~d ametnn of the aid of assistanee feif 

any indi-t4duda imdef a State plan eappi'eved tndef We T-4 

P7V3 X- XTV;, X-V4- or XITX shel Hot be take-n into eon­
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fnedieal assistaniee fof afty athef ini~divid imde aSte 

plaa app'oved afdef ttle XIX." 

(2) Section 1109 of such Act is amended to read: "Any 

amount which is disregarded (or set aside for future needs) 

in determining eligibility of and amount of the aid or assist­

ance for any individual under a State plan approved under 

title I, IV, X, XIV, XVI, or XIX shall not be taken into 

consideration in determining the eligibility of and amount 

of aid or assistance for any other individual under a State 

plan approved under any other of such titles." 

(3) Effective January 1, 1966, section 1115 of such 

Act is amended by striking out "or XVI", "or 1602", and 

"9or 1603" and inserting in lieu thereof "XVI, or XIX", 

"1602, or 1902", and "1603, or 1903", respectively. 

PAYMENT BY STATES OF PREMIUMS FOR SUPPLEMENTARY 

iHEAETH MEDICAL INSURANCE 

SEC. 122. Sections 3 (a),I 403 (a),I 1003 (a),I 1403 (a) , 

and 1603 (a) of the Social Security Act are each amended 

by inserting "premiums under part B of title XVIII for in­

dividuals who are recipients of money payments under such 

plan and other" after "expenditures for" in the parenthetical 

phrase appearing in so much of paragraph (1) thereof as 
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-1 precedes clause (A), and in the parentheticalphrase appear­

2 ing in paragraph(2) thereof. 

3 TITLE II-OTHER AMENDMENTS RELATING TO 

4 HEALTH CARE 

5 PART 1-MATERNAL AND CHILD HEALTH AND CRIPPLED 

6 CHIILDREN'S SERVICES 

7 INCREASE IN MATERNAL AND CHILD HEIALTH1 SERVICES 

8 SEC. 201. (a) The first sentence of section 501 of 

9 the Social Security Act is amended by striking out 

10 "$40,000,000" and all that follows and inserting in lieu 

11 thereof "$45,000,000 for the fiscal year ending June 30, 

12 1966, $50,000,000 for the fiscal year ending June 30, 1967, 

13 $55,000,000 for the fiscal year ending June 30, 1968, 

14 $55,000,000 for the fiscal year ending June 30, 1969, and 

15 $60,000,000 each for the fiscal year ending June 30, 1970, 

16 and succeeding fiscal years." 

17 (b) Section 504 of such Act is amended by adding at 

18 the end thereof the following new subsection: 

19 " (d) Notwithstanding the preceding provisions of this 

20 section, no payment shall be made to any State thereunder 

21 for any period after June 30, 1966, unless it makes a satis­

22 factory showing that the State is extending the provision of 
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maternal and child health services in the State with a view 

to making such services available by July 1, 1975, to 

children in all parts of the State." 

INCREASE IN CRIPPLED CHILDREN'S SERVICES 

SEC. 202. (a) The first sentence of section 511 of the 

Social Security Act is amended by striking out "$40,­

000,000" and all that follows and inserting in lieu thereof 

"$45,000,000 for the fiscal year ending June 30, 1966, 

$50,000,000 for the fiscal year ending June 30, 1967, 

$55,000,000 for the fiscal year ending June 30, 1968, 

$55,000,000 for the fiscal year ending June 30, 1969, and 

$60,000,000 each for the fiscal year ending June 30, 1970, 

and succeeding fiscal years." 

(b) Section 514 of such Act is a-mended by adding at 

the end thereof the following new subsection: 

" (d) Notwithstanding the preceding provisions of this 

subsection, no payment shall be made to any State there­

under for any period after June 30, 1966, unless it makes 

a satisfactory showing that the State is extending the pro­

vision of crippled children's services in the State with a 

view to making such services available by July 1, 1975, to 

children in all parts of the State." 
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1 TRAINING OF PROFESSIONAL PERSONNEL FOR THE CARE OF 

2 CRIPPLED CHIILDREN 

3 SEC. 203. (a) Part 2 of title V of the Social Security 

4 Act is amended by adding at the end thereof the following 

5 new section: 

6 "tTRAINING OF PROFESSIONAL PERSONNEL 

7 "SEC. 516. There are authorized to be appropriated 

8 $5,000,000 for the fiscal year ending June 30, 1967, $10,­

9 000,000 for the fiscal year ending June 30, 1968, and 

10 $17,500,000 for each fiscal year thereafter, for grants by the 

11 Secretary to public or other nonprofit institutions of higher 

12 learning for training professional personnel for health and 

13 related care of crippled children, particularly mentally re­

14 tarded children and children with multiple handicaps." 

15 (b) The second sentence of section 514 (c) of such Act 

1.6 is amended by striking out "section 512 (b) " and inserting 

17 in lieu thereof "section 512 (b) or 516". 

18 PAYMENT FOR INPATIENT HOSPITAL SERVICES 

19 SEC. 204. (a) Section 503 (a) of the Social Security 

20O Act is amended by striking out "and" before clause (7) and 

2-1 by inserting before the period at the end thereof the follow­

22 ing new clause: "; and (8) effective July 1, 1967, provide 

23 for payment of the reasonable cost (as determined in accord­

24 ance with standards approved by the Secretary and included 
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1 in the plan) of inpatient hospital services provided under the 

2 plan". 

3 (b) Section 513 (a) of such Act is amended by striking 

4 out "and" before clause (6) and by inserting before the pe­

5 riod at the end thereof the following new clause: "; and (7) 

6 effective July 1, 1967, provide for payment of the reason­

7 able cost (as determined in accordance with standards ap­

8 proved by the Secretary and included in the plan) of 

9 inpatient hospital services provided under the plan". 

10 SPECIAL PROJECT GRANTS FOR HEALTH OF SCHOOL ANI) 

11 PRESCHOOL CHILDREN 

1-2 SEC. 205. Part 4 of title V of the Social Security Act is 

13 amended (1) by revising the heading thereof to read as 

14 follows: "PART 4-GRANTS FOR SPECIAL MATERNITY AND 

15 INFANT CARE PROJECTS, FOR, PROJECTS FOR HEALTIh OF 

16 SCHOOL AND PRESCHOOL CHILDREN, AND FOR RESEARCH 

17 PROJECTS"; (2) by redesignating section 532 as section 

18 533; and (3) by inserting after section 531 the following 

19 new section: 

20 "SPECIAL PROJEICT GRANTS FOR HEALTH OF SCHOOL AND 

21 PRESCHOOL CHILDREN 

22 "SEC. 532. (a) In order to promote the health of chil­

23 dren and youth of school or preschool age, particularly in 

24 areas with concentrations of low-income families, there are 
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authorized to be appropriated $15,000,000 for the fiscal year 

ending June 30, 1966, $35,000,000 for the fiscal year end­

ing June 30, 1967, 40,OW,0 $45,000,000 for the fiscal 

year ending June 30, 1968, 4,0 ,00 $50,000,000 for 

the fiscal year ending June 30, 1969, and 5,0,0 

$55,000,000 for the fiscal year ending June 30, 1970, for 

grants as provided in this section. 

" (b) From the sums appropriated pursuant to subsec­

tion (a) , the Secretary is authorized to make grants to 

the State health agency of any State and (with the consent 

of such agency) to the health agency of any political sub­

division of the State, to the State agency of the State adinin­

istering or supervising the administration of the State plan 

approved under section 513, to any school of medicine (with 

appropriate participation by a school of dentistry) , and 

to any teaching hospital affiliated with such a. school, to pay 

not to exceed 75 per centum of the cost of projects of a 

comprehensive nature for health care and services for chil­

dren and youth of school age or for preschool children (to 

help them prepare to start school). No project shall be 

eligible for a grant under this seetion subsection unless it pro­

vides (1) for the coordination of health care and services 

p~rovided under it with, and utilization (to the extent feasible) 

of, other State or local health, welfare, and education pro­

grams for such children, (2) for payment of the reasonable 
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-1 cost (as determined in accordance with standards approved 

2 by the Secretary) of inpatient hospital services provided 

3 under the project, and (3) that any treatment, correction 

4 of defects, or aftercare provided under the project is avail­

5 able only to children who would not otherwise receive it 

6 because they are from low-income families or for other 

7 reasons beyond their control; and no such project for chil­

8 dren and youth of school age shall be considered to be of a 

9 comprehensive nature for purposes of this seetPe subsection 

10 unless it includes (subject to the limitation in the preceding 

11 provisions of this sentence) at least such screening, diagnosis, 

12 preventive services, treatment, correction of defects, and 

13 aftercare, both medical and dental, as may be provided 

14 for in regulations of the Secretary. 

15 " (c) From the sums appropriatedpursuant to subsection 

16 (a), the Secretary is also authorized to make grants to the 

17 State health agency, the State mental health agency, and the 

18 State public welfare agency of any State and (with the 

19 consent of such State health, mental health, or public welfare 

20 agency) to the health agency, mental health agency, and 

21 public welfare agency, respectively, of any political subdivi­

22 sion of the State, and to any public or nonprofit private 

23 agency or institution to pay not to exceed 75 per centum of 

24 the cost of projects providing for the identification (with a 

25 view to providing for as early identification as possible), 
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care, and treatment of children who are, or are in danger 

of becoming, emotionally disturbed, including the followup 

of children receiving such care or treatment. No project 

shall be eligible for a grant under this subsection unless it 

provides for coordination of the care and treatment provided 

under it with, and utilization (to the extent feasible) of, 

community mental health centers and other State or local 

agencies engaged in health, welfare, or education programs 

or activities for such children." 

"-(e)- (d) Payment of grants under this section may be 

made (after necessary adjustment on account of previously 

made underpayments or overpayments) in advance or by 

way of reimbursement, and in such installments and on such 

conditions, as the Secretary may determine." 

ElVALUATION AND REPORT 

SEO. 206. The Secretary shall submit to the President 

for transmission to the Congress before July 1, 1969, a full 

report of the administration of the provisions of section 532 

of the Social Security Act (as added by section 205 of this 

Act), together with an evaluation of the program established 

thereby and his recommendations as to continuation of 

and modifications in that program. 

INCREASE IN CHILD WELFARE SERVICES 

SEC. 207. Section 521 of the Social Security Act is 

amended by striking out "$40,000,000" and all that follows 
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and inserting in lieu thereof "$40,000,000 for the fiscal year 

ending June 30, 1965, $45,000,000 for the fiscal year end-~ 

ing June 30, 1966, $50,000,000 for the fiscal year ending 

June 30, 1967, $55,000,000 for the fiscal year ending June 

30, 1968, $55,000,000 for the fiscal year ending June 30, 

1969, and $60,000,000 each year for the fiscal year endinIg 

June 30, 1970, and succeeding fiscal years." 

DAY CARE SERV'ICES 

SEC. 208. (a) (1) Part 3 of title V of the Social 

Security Act is amended by striking out section 527. 

(2) The second sentence of section 1108 of such Act is 

amended by striking out "522(a), and 527(a)" and insert­

ing in lieu thereof "and 522(a)" and by striking out "(or, 

in the case of section 527(a), the minimum)". 

(b) Section 522 of such Act is amended to read as 

follows: 

"SEC. 522. The sum appropriated pursuant to section 

5291 for each fiscal year shall be allotted by the Secretary for 

use by cooperating State public welfare agencies which have 

plans developed jointly by the State agency and the Secre­

tary, as follows:~ He shall allot $70,000 to each State, and 

shall allot to each State an amount which bears the same 

ratio to the remainder of the sum so appropriatedfor such 

year as the product of (1) the population of such State 

under the age of 21 and (2) the allotment percentage of 
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such State (as determined under section 524) bears to the 

sum of the correspondingproducts of all the States."~ 

(c) Section 523(a) (1) (B) of such Act is amended by 

striking out "and" at the end of clause (iii) and by inserting 

after clause (iv) the following new clause: 

"(v) that day care provided under the plan will be 

provided only in facilities (including private homes) 

which are licensed by the State, or approved (as meeting 

the standards established for such licensing) by the State 

agency responsible for licensing facilities -of this type, 

and". 

(d) The amendments made by this section shall apply 

in the case of appropriationsunder section 521 of the Social 

Security Act made for fiscal years beginning after June 30, 

1965, and allotments thereof and payments from such allot­

ments. 

PART 2-IMPLEMENTATION OF MENTAL RETARDATION
 

PLANNING
 

AUTHORIZATION OF APPROPRIATIONS
 

SEm. 211. (a) Section 1701 of the Social Security Act 

is amended by adding at the end thereof the following new 

sentence: "There are also authorized to be appropriated, 

for assisting such States in initiating the implementation and 

carrying out of planning and other steps to combat mental 

retardation, $2,750,000 for the fiscal year ending June 30, 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

I93
 

1966, and $2,750,000 for the fiscal year ending June 30, 

1967."P 

(b) The first sentence of Section 1702 of such Act is 

amended by inserting "the first sentence of" before "section 

1701", and by inserting the following before the period at 

the end thereof "; and the sums appropriated pursuant to 

the second sentence of such section for the fiscal year ending 

June 30, 1966, shall be available for such grants during such 

year and the next. two fiscal years, and sums appropriated 

pursuant thereto for the fiscal year ending June 30, 1967, 

shall be available for such grants during such year and the 

succeeding fiscal year" 

PART 3-PUBLIC ASSISTANCE AMENDMENTS RELATING 

TO HEALTH CARE 

REMOVAL OF LIMITATIONS ON FEDERAL PARTICIPATION IN 

ASSISTANCE TO AG-ED INDIVIDUALS WITH TUBERCULO­

SIS OR MENTAL DISEASE 

SEC. 221. (a) (1) Section 6 (a) of the Social Security 

Act is amended to read as follows: 

" (a) For the purposes of this title, the term 'old-age 

assistance' means money payments to, or (if provided in 

or after the third month before the month in which the 

recipient makes application for assistance) medical care in 

behalf of or any type of remedial care recognized under State 

1I.R. 6675-7 
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law in behalf of, needy individuals who are 65 years of 

age or older, but does not include any such payments to 

or care in behalf of any individual who is an inmate of a 

public institution (except as a patient in a medical institu­

tion) ." 

(2) Section 6 (b) of such Act is amended by striking 

out all that follows clause (12) and inserting in lieu thereof 

the following: 

"except that such term does not include any such payments 

with respect to care or services for any individual who is 

an inmate of a public institution (except as a patient in a 

medical institution) ." 

(3) Section 2 (a) of such Act is amended (A) by 

striking out "and" at the end of paragraph (10) ; (B) by 

striking out the period at the end of paragraph (11) and 

inserting in lieu thereof a semicolon; and (C) by adding 

after paragraph (11) the following new paragraphs: 

" (12) if the State pla~n includes assistance to or in 

behalf of individuals who are patients in institutions for 

tuhef-ettlsis e* mental diseases­

"(A) provide for haviiig in effect such agree­

ments or other arrangements with State authorities 

concerned with mental diseases of t~leretksis -(-as 

Vh~e ease may be*), and, where appropriate, with 

such institutions, as may be necessary for carrying 

out the State plan, including arrangements for joint 
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1 planning and for development of alternate methods 

2 of care, arrangements providing assurance of im­

3 mediate readmittance to institutions where -needed 

4 for individuals under alternate plans of care, and 

arrangements providingo for access to patients and 

6 facilities, for furnisbing iniformation, and for making 

7 reports; 

8 " (B) provide for an individual plan for each 

9 such patient to assure that the institutional care 

provided to him is in his best interests, including, 

11 to that end, assurances that there will be initial 

12 and periodic review of his medical and other needs, 

1 3 that he will be given appropriate medical treat­

14 ment within the institution, and that there will be a 

periodic determination of his need for continued 

16 treatment in the institution; 

17 " (C) provide for the development of alternate 

18 plans of care, making maximum utilization of avail­

19 able resources,, for recipients who would otherwise 

need care in such institutions, including appropriate 

21 medical treatment and other assistance; for services 

22 referred to in section 3 (a) (4) (A) (i) and (ii) 

23 which are appropriate for such recipients and for 

24 such patients; and for methods of administration 

necessary to assure that the responsibilities of the 

26 State agency under the State plan with respect to 
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1 such recipients. and such patients will be effectively 

2 carried out; and 

3 " (D) provide methods of determining the rea­

4 sonable cost of institutional care for such. patients; 

5 and 

6 " (13) if the State plan includes assistance to or 

7 in behalf of patients in public institutions for mental 

8 diseases, show that the State is making satisfactory 

9 progress toward developing and implementing a com­

10 prehensive mental health program, including provision 

11 for utilization of community mental health centers, nurs­

12 ing homes, and other alternatives to care in public in­

13 stitutions for mental diseases." 

14 (4) Section 3 of such Act is amended by adding at 

15 the end thereof the following new subsection: 

16 " (d) Notwithstanding the preceding provisions of this 

17 section, the amount determined under such provisions for 

18 any State for any quarter which is attributable to expendi­

19 tures with respect to patients in institutions for tubee-eIlesig 

20 ew mental diseases shall be paid only to the extent that 

21 the State makes a showing satisfactory to the Secretary that 

22 total expenditures in the State from Federal, State, and local 

23 sources for mental health services (including payments to or 

24 in behalf of individuals with mental health problems) under 

25, State and local public health and public welfare programs 

26 for such quarter exceed the average of the total expenditures 
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in the State from such sources for such services under such 

programs for each quarter of the fiscal year ending June 30, 

1.965. For purposes of this subsection, expenditures for such 

services for each quarter in the fiscal year ending June 30, 

1965, in the case of any State shall be determined on the 

basis of the latest data, satisfactory to the Secretary, avail­

able to him at the time of the first determination by him 

under this subsection for such State; and expenditures for 

such services for any quarter beginning after December 31, 

19'65, in the case of any State shall be determined on the 

basis of the latest data, satisfactory to the Secretary, available 

to him at the time of the determination under this subsection 

for such State for such quarter; and determinations so made 

shall be conclusive for purposes of this subsection." 

(b) Section 1006 of such Act is amended by striking 

out clauses (a) and (b) and inserting in lieu thereof the 

following: "who is a patient in an institution for tuberculosis 

or mental diseases". 

(c) Section 1405 of such Act is amended by striking 

out clauses (a) and (b) and inserting in lieu thereof the 

following: "who is a patient in an institution for tuberculosis 

or mental diseases". 

(d) (1) Section 1605 (a) of such Act is amended to 

read as follows: 

" (a) For purposes of this title, the term 'aid to the 
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1 aged, blind, or disabled' means money payments to, or (if 

2 provided in or after the third month before the month in 

3 which the recipient makes application for aid) medical care 

4 in behalf of or any type of remedial care recognized under 

State law in behalf of, needy individuals who are 65 years 

6 of age or older, are blind, or are 18 years of age or over 

7 and permanently and totally disabled, but such term does not 

8 include­

9 " (1) any such payments to or care in behalf of any 

individual who is an inmate of a public institution (ex­

11 cept as a patient in a medical institution) ; or 

12 " (2) any such payments to or care in behalf of 

13 any individual who has not attained 65 years of age 

14 and who is a patient in an institution for tuberculosis 

or mental diseases." 

16 (2) Section 1605 (b) of such Act is amended by strik­

17 ing out all that follows clause (12) and inserting in lieu 

1i8 thereof the following: 

19 "except that such term does not include any such payments 

with respect to care or services for any individual who is an 

21 inmate of a public institution (except as a patient in a medi­

22 cal institution) ." 

23 (3) Section 1602 (a) of such Act (as amended by sec­

24 tion 403(c) of this Act) is amended (A) by striking out 

"and" at the end of paragraph (14) ; (B) by striking out 

26 the period at the end of paragraph (15) and inserting in 
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lieu thereof a semicolon; and (C) by adding after paragraph 

(15) the following new paragraphs: 

" (16) if the State plan includes aid or assistance 

to or in behalf -ofindividuals 65 years of age or older who 

are patients in institutions for tubereu4esis o* mental 

diseases­

"(A) provide for having in effect such agree­

ments or other arrangements with State authorities 

concerned with mental diseases of tuberei*10sis -(as 

the ease mfay be), and, where appropriate, with such 

institutions, as may be necessary for carrying out 

the State plan, including arrangements for joint 

plannhiig and for development of alternate methods 

of care, arrangements providing assurance of im­

mediate readnmittance to institutions where needed 

for individuals under alternate plans of care, and 

arrangements providing for access to patients and 

facilities, for furnishing information, and for making 

reports; 

" (B) provide for an individual plan for each 

such patient to assure that the institutional care pro­

vided to him is in his best interests, including, to 

that end, amsiraiices that there will be initial and 

periodic review of his medical and other needs, that 

he will be given appropriate medical treatment 

within tbe institution, and that there will be a 
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periodic determination of his need for continued 

treatment in the institution; 

"(C) provide for the development of alternate 

plans of care, making maximum utilization of avail­

able resources, for recipients 65 years of age or older 

who would otherwise need care in such institutions, 

including appropriate medical treatment and other 

aid or assistance; for services referred to in section 

1603 (a) (4) (A) (i) and (ii) which are appro­

priate for such recipients and for such patients; and 

for methods of administration necessary to assure 

that the responsibilities of the State agency under 

the State plan with respect to such recipients and 

such patients will be effectively carried out; and 

"(ID) provide methods of determining the rea­

sonable cost of institutional care for such patients; 

and 

" (17) if the State plan includes aid or assistance to 

or in behalf of individuals 65 years of age or older who 

are patients in public institutions for mental diseases, 

show that the State is making satisfactory progress 

toward developing and implementing a comprehensive 

mental health program, including provision for utiliza­

tion of community mental health centers, nursing homes, 

and other alternatives to care in public institutions for 

mental diseases." 
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(4) Section 1603 of such Act is amended by adding at 

2 the end thereof the following new subsection: 

3 " (d) Notwithstanding the preceding provisions of this 

4 section, the amount determined under such provisions for any 

State for any quarter which is attributable to expenditures 

6 with respect to individuals 65 years of age or older who are 

7 patients in institutions for tuer-et4e4 e* mental diseases 

8 shall be paid only to the extent that the State makes a show­

9 ing satisfactory to the Secretary that total expenditures in 

the State from Federal, State, and local sources for mental 

1-1 health services (including payments to or in behalf of indi­

12 viduals with mental health problems) under State and local 

13 public health and public welfare programs for such quarter 

14 exceed the average of the total expenditures in the State 

from such sources for such services under such programs for 

16 each quarter of the fiscal year ending June 30, 1965. For 

17 purposes of this subsection, expenditures for such services 

18 for each quarter in the fiscal year ending June 30, 1965, 

19 in the case of any State shall be determined on the basis 

of the latest data, satisfactory to the Secretary, available to 

21 him at the time of the first determination by him under this 

22 subsection for such State; and expenditures for such services 

23 for any quarter beginning after December 31, 1965, in the 

24 case of any State shall be determined on the basis of the 

latest data, satisfactory to the Secretary, available to him at 

26 the time of the determination under this subsection for such 
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State for such quarter; and determinations so made shall be 

conclusive for purposes of this sub section."~ 

(e) The amendments made by this section shall apply 

in the case of expenditures made after December 31, 1965, 

under a State plan approved under title I, X, XIV, or XVI 

of the Social Security Act. 

AMENDMENT TO DEFINITION OF MEDICAL ASSISTANCE FOR 

TUE AGED 

SEC. 222. (a) Section 6 (b) of the Social Security Act 

is amended by striking out "who are not recipients of old-age 

assistance" and inserting in lieu thereof "who are not re­

cipients of old-age assistance (except, for any month, for 

recipients of old-age assistance who are admitted to or dis­

charged from a medical institution during such month) ". 

(b) Section 1605 (b) of such Act is amended -by strik­

ing out "who are not recipients of aid to the aged, blind., 

or disabled" and inserting in lieu thereof "who are not re­

cipients of aid to the aged, blind, or disabled (except, for 

any month, for recipients of aid to the aged, blind, or dis­

abled who are admitted to or discharged from a medical in­

stitution during such month) ". 

(c) The amendments made by this section shall apply 

in the case of expenditures under a State plan approved 

under title I or XVI of the Social Security Act with respect 

to care and services provided under such plan after 

June 1965. 
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11 PART 4-MISCELLANEOus AMENDMENTS RELATING TO 

2 .HEALTH CARE 

3 HEALTH STUDY OF RESOURCES RELATING TO CHILDREN'S 

4 EMOTIONAL ILLNESS 

5 SEC. 231. (a) The Secretary of Health, Education, and 

6 Welfare is authorized, upon the recommendation of the 

7 National Advisory Mental Health Council and after securing 

S the advice of experts in pediatrics and child welfare, to make 

9 grants for carryingout a program of researchinto and stndy 

10 of our resources, methods, and practices for diagnosing or 

11 preventing emotional illness in children and of treating, 

12 caring for, and rehabilitating children with emotional 

13 illnesses. 

14 (b) Such grants may be made to one or more orga­

15 nizations, but only on condition that the organization will 

16 undertake and conduct, or if more than one organization 

17 is to receive such grants, only on condition that such orga­

1-8 nizations have agreed among themselves to undertake and 

19 conduct, a coordinated program of research into and study 

20 of all aspects of the resources, methods, and practices referred 

21 to in subsection (a). 

22 (c) As used in subsection (b), the term "organization" 

23 means a nongovernmental agency, organization, or com­

24 mission, composed of representatives of leading national 
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medical, welfare, educational, and other professional asso­

ciations, organizations, or agencies active in the field of 

mental health of children. 

(d) There are authorized to be app*r~opriated for the 

fiscal year ending June 30, 1966, the sum of $500,000 

to be used for a grant or grants to help initiate the research 

and study provided for in this section; and the sum of 

$500,000 for the succeeding fiscal year for the making of 

such gqrants as may be needed to carry the research and 

study to completion. The terms of any such grant shall 

provide that the research and study shall be completed not 

later than two years from the date it is inaugurated; that 

the grantee shall file annual reports with the Congress, the 

Secretary, and the Governors of the several States, among 

others that the grantee may select; and that the final report 

shall be similarly filed. 

TITLE III-SOCIAL SECURITY AMENDMENTS 

SHORT TITLE 

SEC. 300. This title may be cited as the "Old-Age, Sur­

vivors, and Disability Insurance Amendments of 1965". 

INCREASE IN OLD-AGE, SUTRVIVORS, AND DISABILITY 

INSURANCE BENEFITS 

SEC. 301. (a) Section 215 (a) of the Social Security 

Act is amended by striking out the table and inserting in 

lieu thereof the following: 
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"TABLE FOR DETERMINING PRIMARY INSURANOE AMOUNT AND MAXIMUM FAMILY 

BENEFITS 

"I 11 II IV V 

(primary insuran60 benefit 
under 1989 Act, as modi-
fied) 

(Primary
insurance 
amount 

under 1958 
Act, as 

modified) 

(Average monthly wage) (Primary insur-
ance amount) 

(Maximum family
benefits) 

If an individuals pi ry
insurance benefit (asde
tormined under subsec. 
(d)) Is-

- _____ 

But not 
At least- more than-

Or his 
primary 

insurance 
amount 
(as deter-__ 
mined
under 

subsea. 

Or his average monthly 
wg (as determined 
undrer subsec. (b)) Is-

___- _____ 

But not 
At least- more than-

The amount 
referred to in the 
preceding para-

graphs of this
subsection shall 

be-

And the maximum 
amount of bene­
fits payable (as
provided in see. 
203(a)) on the 

basis of his wages
and self-employ­

ment income 
Cc))Is- shall be­

$18.48 $40 -- $67 $44.00 $60.00 

14.01 
14.00 
14.48 

41 
42 

$68 
70 

69 
70 

45.00 
40.00 

67.50 
69.00 

14.49 15.00 43 71 72 47.00 70.50 
15.81 15.60 44 73 74 48.00 72.00 
15.61 
16.21 

16.20 
16.84 

45 
40 

75 
77 

76 
78 

49.00 
50. 00 

73.50 
78.00 

16.85 
17.61 

17.60 
18.40 

47 
48 

79 
81 

80 
81 

51.00 
52.00 

76.50 
78.00 

18.41 
19.25 

19.24 
20.00 

49 
50 

82 
84 

83 
85 

83.00 
54. 00 

79.50 
81.00 

20.01 20.64 51 86 87 55.00 82.50 
20.65 
21.29 
21.89 
22.29 
22.69 

21.28 
21.88 
22.28 
22.08 
23.08 

52 
53 
54 
55 
50 

88 
90 
91 
93 
95 

89 
90 
92 
94 
96 

50.00 
57.00 
58.00 
59.00 
60.00 

84.00 
85.50 
87.00 
85.50 
90.00 

23.09 23.44 57 97 97 61.00 91.50 
23.45 23.76 58 98 99 62.10 93.20 
23.77 24.20 59 100 101 63.20 94.80 
24.21 24.60 60 102 102 04.20 96.30 
24.61 
25.01 

25.00 
25.48 

61 
62 

1(03 
105 

104 
100 

65.30 
68.40 

98. 00 
99.60 

25.49 25.92 63 107 107 67.50 101.30 
25.93 28.40 84 108 100 68.50 102.80 
28.41 26.94 68 110 113 69.60 104.40 
26.95 27.40 66 114 118 70.70 196.10 
27.47 23.00 67 119 122 71.70 107.60 
28.01 28.08 68 123 127 72.80 109.20 
28.69 29.25 69 128 132 73.00 110.90 
29.20 29.68 70 183 186 74.90 112.40 
29.69 50.86 71 137 141 76.00 114.00 
30.87 80.92 72 142 146 77.10 116.80o 
80.93 81.86 78 147 150 78.20 120.00 
31.87 32.00 74 155 168 79.20 124.00 
82.01 82.60 78 150 160 80.30 128.00 
32.61 88.20 76 161 164 81.40 181.20 
33.21 88.88 77 168 169 82.40 155.20 
88.8o 84.50 78 170 174 88.50 189.20 
84.5 35.00 79 178 178 84.60 142.40 
85.01 85.80 so 179 168 88.60 140.40 
35.81 86.40 81 184 188 80.70 150.40 
85.41 87.08 82 189 198 87.80 154.40 
87.09 87.60 88 194 197 88.90 157.80 
87.61 88.20 84 198 202 89.90 161.50 
88.21 39.12 88 205 207 91.00 165.50 
89.18 39.68 86 208 211 92.10 168.50 
39.69 40.88 87 212 216 93.10 172850 
40.84 41.12 88 217 221 94.20 176.80 
41.18 41.76 89 222 225 95.80 180.00 
41. 77 
42.45 

42.44 
43.20 

go 
91 

220 
231 

280 
285 

96.80 
97.40 

184.00 
185.00 

43.21 43.76 92 286 289 98.50 191.20 
48.77 44.44 98 240 244 99.60 195.20 
44.45 44.88 94 245 249 100.60 199.20 
44.89 45.60 96 250 258 101.70 202.40 

96 254 258 102.80 206.40 
97 259 268 168.80 210.40 
98 264 207 104.90 218.60 
99 268 272 196.00 217.60 

100 278 277 107.00 221.60 
101 278 281 108.50 224.80 
102 282 286 109.20 228.80 
103 287 291 110.80 232.80 
104 292 295 111.50 280.00 
168 296 
106 801 
107 806 
108 310[109315
110 820 
III 324 

800 
805 
809 
814 
819
828 
828 

112.40 
118.50 
114.50 
115.50 
116.70
117.70 
118. 80 

240.96 
244.00 
247.20 
251.20 
254.001
254.80 
2868 go 

*112 82M8 119.90 288.80 
118 834 887 121.00 260.40J 
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FAMILYTABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM 

"1II 

(Primary 
(Primary insurance. benefit insurance 

under 1939 Act, as modi- amount 

fled) under 1958


Act, as 
modified) 

It an individual's primary Or his 
insurance benefit (as de- pgrimary 
termined under subsec. nsurance 
(d)) is- amount 

___________ (as deter-
mined 

But not under 
At least- more than- subsec. 

(c)) Is-

$114 

115 

118 

117 

118 

119 

120 

121 

122 

123 

124 

125 

126 

127 


$109 

110 

III 

112 

113 

114 

115 

116 

117 

118 

119 

180 

121 

122 

133 

124 

125 

126 

127 


BENEFITS-Continued 

II 


(Average monthly wage) 

Or his average monthly 
wag (as determined 
under subsec. (b)) is-

But not 
Al least- more than-

$338 $342 

343 347 

348 321 

352 306 

357 361 

362 385 

366 370 

371 375 

376 379 

380 384 

385 389 

390 393 

394 398 

399 403 

404 407 

408 412 

413 417 

418 421 

422 426 

427 431 

432 438 

437 440 

441 445 

448 480 

451 454 

455 459 

400 464 

465 488 


$315 $319 

320 323 

324 328 

329 333 

334 337 

338 342 

343 347 

348 351 

352 356 

357 361 

362 365 

366 370 

371 375 

376 379 

380 384 

385 889 

390 393 

394 398 

399 403 

404 407 


48 412 

41 417 

418 421 

422, 426 

427 431 


42 436 

437 440 

441 445 

446 430 

431 454 

495 459 

460 464 

465 468 

469 473 

474 478 

479 458 

488 8 


48 9 

43 496 

49 01 
50 06 


507 510 

511l 515 

516 580 

521 584 

526 589 

530 534 

535 538 

539 543 

54 548 


549580 


IV
 

(Primary insur-
ance amount) 

The amount 
referred to in the 
preceding para-
graphs of this 

subsection shall 
be-

$122.00 
123.10 
124.20 
125.20 
126.30 
127.40 
128.4.0 
129.80 
130.80 
131.70 
132.70 
133.80 
134.90 
135.90 
136.90 
137.90 
138.90 
139.00 
140.90 
141.00 
142.00 
143.00 
144.80 
145.00 
148.00 
147.00 
148.90 
149.00 

$116.70 
117.70 
118.80 
119.90 
121.00 
122.00 
133.10 
124.20 
125.20 
126.30 
127.40 
128.40 
129.50 
130.60 
131.70 
132.70 
133.80 
134.90 
135.90 
137.00 
138.00 
139.00 
140.00 
141.00 
142.00 
1_300 
144.00 
143.00 
146.00 
147.00 
148.00 
142.-00 
150.00 
151.00 
152.00 
153.00 
154.00 
155.00 
156.00 
157.00 
158.00 
159.00 
160.00 
161.00 
168.00 
163.00 
164.00 
165.00 
166.00 
167.00 
168.00 

(Maximum family
benefits) 

And the maximum 
amount of bene­
fits payable (as 
provided in see. 
203(a)) on the 

basis of his wages
and selfemploy­

ment income 
shall be­

$262.4.0 
284.40 
288.00 
268.00 
270.00 
271.80 
273.80 
275.80 
277.20 
279.20 
281.20 
282.80 
284.80 
288.80 
288.40 
280.40 
292. 40
 
294.800 
298.00 
298.00 
300.00 
301.80 
303.80 
305.80 
307.20 
309.20 
311.20 
312.00". 

$855.20 
258.40 
262.40 
206.40 
269.60 
273.60 
3177.60 
280.80 
284.80 
833.26 
292.00 
296.00 
298.00 
299.60 
801.60 
303.60 
305.20 
307.20 
309.80 
310.80 
3180.80 
314.80 
316.40 
318.40
 
380
 
828 l
 
384.0 
326.00 
328.00 
329.260 
331.60 
333.60 
335.80 
337.80 
339.80 
340.80 
342.80 
344.80 
346.40 
348.40 
8550.40 
358.00 
354.00 
356.00 
357.60 
359.60 
361.60 
368.80 
365.80 
367.80 
388. 00", 
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(b) Section 215 (c) of such Act is amended to read 

as follows: 

"Primary Insurance Amount Under 1958 Act, as Modified 

" (c) (1) For the purposes of column II of the table 

appearing in subsection (a) of this section, an individual's 

primary insurance amount shall be computed as provided in, 

and subject to the limitations specified in, (A) this section 

as in effect prior to the enactment of the Social Security 

Amendments of 1965, and (B) the applicable provisions 

of the Social Security Amendments of 1960. 

" (2) The provisions of this subsection shall be appli­

cable only in the case of an individual who became entitled 

to benefits under section 202 (a) or section 223 before the 

date of enactment of the Social Security Amendments of 

1965 or who died before such date." 

(c) Section 203 (a) of such Act is amended by strik­

ing out paragraphs (2) and (3) and inserting in lieu thereof 

the following: 

" (2) when two or more persons were entitled 

(without the application of section 202 (j) (1) and sec­

tion 223 (b) ) to monthly benefits under section 202 or 

223 for any month which begins after December 1964 

and before the enactment of the Social Security Amend­

ments of 1965, on the basis of the wages and self-

employment income of such insured individual, such 
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1 total of benefits for any month occurring after December 

2 1964 shall not be reduced to less than the larger of­

3 " (A) the amount determined under this sub­

4 section without regard to this paragraph, or 

5 " (B) (i) with respect to the month in which 

6 such Amendments are enacted or any prior month, 

7 an amount equal to the sum of the amounts derived 

8 by multiplying the benefit amount determined under 

9 this title (including this subsection, but without the 

10 application of section 222 (b), section 202 (q), and 

11 subsections (b) , (c), and (d) of this section), as in 

12 effect prior to the enactment of such Amendments, 

113 for each such person (other than a person who 

14 would not be entitled to such benefits for such month 

15 without the application of the amendments made 

16 by section 306 of the Social Security Amendments 

17 of 1965), for such month, by 107 percent and rais­

18 ing each such increased amount, if it is not a 

19 multiple of $0.10, to the next higher multiple of 

20 $0.10, and 

21 "(ii) with respect to any month after the 

22 month in which such Amendments are enacted, an 

23 amount equal to the sum of the amounts derived by 

24 multiplying the benefit amount determined under 

25 this title (including this subsection, but without the 
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application of section 222 (b), section 202 (q), and 

subsections (b) , (c), and (d) of this section), as in 

effect prior to the enactment of such Amendments, 

for. each such person (other than a person who 

would not be entitled to such benefits for such month 

without the application of the amendments made 

by section 306 of the Social Security Amendments 

of 1965) for the month of enactment, by 107 per­

cent and raising each such increased amount, if it 

is not a multiple of $0.10, to the next higher 

multiple of $0.10; 

but in any such case (I) paragraph (1) of this sub­

section shall not be applied to such total of benefits after 

the application of subparagraph (B) of this paragraph, 

and (II) if section 202 (k) (2) (A) was applicable in 

the case of any of such benefits for any such month 

beginning before the enactment of the Social Security 

Amendments of 1965, and ceases to apply after such 

month, the provisions of subparagraph (B) shall be 

applied, for and after the month in which such section 

202 (k) (2) (A) ceases to apply, as though paragraph 

(1) had not been applicable to such total of benefits for 

such month beginning prior to such enactment." 

(d) The amendments made by subsections (a), (b), 
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1 and (c) of this section shall apply with respect to monthly 

2 benefits under title 1I of the Social Security Act for months 

3 alter December 1964 and with respect to lump-sum death 

4 payments under such title in the case of deaths occurring in 

5 or after the month in which this Act is enacted. 

6 (e) If an individual is entitled to a disability insurance 

7 benefit under section 223 of the Social Security Act for De­

8 cember 1964 on the basis of an application filed after enact­

9 ment of this Act and is entitled to 'old-age insurance benefits 

10 under section 202 (a) of such Act for January 1965, then, 

11 for purposes of section 215 (a) (4) of the Social Security 

12 Act (if applicable) the amount in column IV of the table 

13 appearing in such section 215 (a) for such individual shall 

14 be the amount in such column on the line on which in column 

15 II appears his primary insurance amount (as determined 

16 under section 215 (c) of such Act) instead of the amount 

1'7 in column IV equal to his disability insurance benefit. 

18 -() Effeeti-,'e with Feepeet to Rionthl bene4&t unde 

19 titl 1I Of the Seeif Seeuf4ty :4e fei' ont~he afte*f 4-W70 

20 aa4e with f~espee to liifap-sum 4eath payiateits tiner- sae 

21 ti4e int the ease of deaths oeeftffing alteiF sieh year-, the tabe 

22 in seetie-ft 245-(a)- of siieh Aet -(as amended by stibseetieft 

23 -(a) of thi~s seetioa)- is eaffeafded by stpiking &atal figmres iff 

24 eohtfffl+ II- I4 _ ftftsd V egyfagwith the life. whish 

25 es 
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1.1935 1 31911 I70254 00j 

1&iddewHthi~iigh 

I 
liee whiek Feade 

4I 466 149 90 312.00"j 

2 a-d inserinig iii lieu*they-ei the,fellewing-: 

"1109 315 319 116. 70 255.20 
110 320 323 117.70 258.40 
III 324 328 11&80 262.40 
112 329 333 119. 90 266.40 
113 334 337 121.00 269.'60 
114 338 342 122.00 273.60 
118 
1163 

343 
348 

347 
351 

123. 10 
124.20 

277.60 
280.80 

117 352 356 125.20 284.80 
118 357 361 126.30 288.80 
119 362 365 127.40 292.00 
120 366 370 128.40 29. 00 
121 371 375 129.50 298.60 
122 376 379 130.60 299.60 
123 380 384 131.70 301.60 
124 385 389 132. 70 303.60 
125 390 393 133.80 305.20 
126 394 398 134.90 307.20 
127 399 403 135.90 309.20 

404 407 136.90 310. 80 
408 
413 

412 
417 

137.90 
134.90 

312.80 
314.80 

418 421 139.90 316.40 
422 426 140.90 318.40 
427 431 141.90 320. 40 
432 436 142.90 322. 40 
437 440 143.90 324.60 
441 445 144.90 326.00 
446 490 145.90 328.600 
451 454 146.90 929.60 
455 459 147.90 331.60 
460 464 148.90 333.60 
465 466 149.90 331.20 
469 473 150.90 337.20 
474 478 111.90 339. 20 
479 482 152.90 340.80 
483 487 153.90 342.80 
488 492 154.90 344 .80 
493 496 156.60 346.40 
497 501 156.90 348.40 
502 106 157.90 350.40 
507 510 128.90 352.600 
I11 515 119.90 354.00 
516 520 160.90 3515.600 
521 524 181.90 357.60 
525 529 162.90 359.60 
530 
635 

534 
53 

153.90 
164.90 

361.60 
363.20 

639 543 165.90 365. 20 
544 548 166.90 367.20 
549 550 167.90 368.600 

3 COMPUTATION AND RECOMPUTATION OF BENEFITS 

4 SEC. 302. (a) (1) Subparagraph (C) of section 215 

5 (b) (2) of the Social Security Act is amended to read as 

6 follows: 

7 " (C) For purposes of subparagraph (B) , 'computation 

8 base years' include only calendar years in the period after 

1950 and prior to the earlier of the following years­

"(i) the year in which occurred (whether by 

9 

10 
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reason of section 202 (j) (1) or otherwise) the first 

month for which the individual was entitled to old-age 

insurance benefits, or 

" (ii) the year succeeding the year in which he died. 

Any 	calendar year all of which is included in a period of 

disability shall not be included as a computation base year." 

(2) Clauses (A), (B) , and (C) of the first sentence of 

section 215 (b) (3) of such Act are amended to read as 

follows: 

" (A) in the case of a woman, the year in which 

she died or, if it occurred earlier but after 1960, the 

year in which she attained age 62, 

" (B) in the case of a man who has died, the year 

in which he died or, if it occurred earlier but after 1960, 

the year in which he attained age 65, or 

" (C) in the case of a man who has not died, the 

year occurring after 1960 in which he attained (or 

would attain) age 65." 

(3) Paragraphs (4) and (5) of section 215 (b) of 

such Act are amended to read as follows: 

" (4) The provisions of this subsection shall be appli­

cable only in the case of an individual­

" (A) who becomes entitled, after December 1965, 

to 	 benefits under section 202 (a) or section 223; or 

" (B) who dies after December 1965 without being 
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entitled to benefits under section 202 (a) or section 223; 

or 

"(C) whose primary insurance amount is required 

to be recomputed under subsection (f) (2), as amended 

by the Social Security Amendments of 1965; 

except that it shall not apply to any such individual for 

purposes of monthly benefits for months before January 

1966. 

"(5) For the purposes of column III of the table 

appearing in subsection (a) of this section, the provisions of 

this subsection, as in effect prior to the enactment of the 

Social Security Amendments of 1965, shall apply­

" (A) in the case of an individual to whom the 

provisions of this subsection are not made applicable by 

paragraph (4), but who, on or after the date of the 

enactment of the Social Security Amendments of 1965 

and prior to 1966, met the requirements of this para­

graph or paragraph (4), as in effect prior to such enact­

ment, and 

"(B) with respect to monthly benefits for months 

before January 1966, in the case of an individual to 

whom the provisions of this subsection are made appli­

cable by paragraph (4) ." 

(b) (1) Subparagraph (A) of section 215 (d) (1) of 

such Act is amended by striking out " (2) (0) (i) and (3)_ 
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1(A) (i) " and inserting in lieu thereof " (2) (C) and (3) " 

2 by striking out "December 31, 1936," and inserting in lieu 

3 thereof "1936", and by striking out "December 31, 1950" 

4 and inserting in lieu thereof "1950". 

5 (2) Section 215 (d) (3) of such Act is amended by 

6 striking out "1960" and inserting in lieu thereof "1965" 

7 and by striking out "but without regard to whether such 

8 individual has six quarters of coverage after 1950". 

9 (c) Section 215 (e) of such Act is amended by insert­

10 ing "and" after the semicolon at the end of paragraph (1) , 

11 by striking out "; and" at the end of paragraph (2) and 

12 inserting in lieu thereof a period, and by striking out para­

13 graph (3). 

14 (d) (1)Paragraph (2)of section 215 (f)of such Act 

15 is amended to read as follows: 

16 "(2) With respect to each year­

17 " (A) which begins after December 31, 1964, and 

18 " (B) for any part of which an individual is en­

19 titled to old-age insurance benefits, 

20 the Secretary shall, at such time or times and within such 

21 period as he may by regulations prescribe, recompute the 

22 primary insurance amount of such individual. Such recoin­

23 putation shall be made­

24 "(C) as provided in subsection (a) (1) and (3) 

25 if such year is either the year in which he became en­
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titled to such old-age 'insurance benefits or the year 

preceding such year, or 

"(D)) as provided in subsection (a) (1) in any 

other case; 

and in all cases such recomputation shall be made as though 

the year with respect to which such recomputation is made 

is the last year of the period specified in paragraph (2) (C) 

of subsection (b). A recomputation under this paragraph 

with respect to any year shall be effective­

" (E) in the case of an individual who did not die 

in such year, for monthly benefits beginning with bene­

fits for January of the following year; or 

"(F) in the case of an individual who died in such 

year (including any individual whose increase in his 

primary insurance amount is attributable to compensa­

tion which, upon his death, is treated as remuneration 

for employment under section 205 (o) ), for monthly 

benefits beginning with benefits for the month in which 

he died." 

(2) Effective January 2, 1966, paragraphs (3), (4), 

and (7) of such section are repealed, and paragraphs (5) 

and (6) of such section are redesignated'as paragraphs (3) 

and (4), respectively. 

(e) (1) The first sentenpe of section 223 (a) (2) of 

such Act is amended by inserting before the period at the 
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end thereof "and was entitled to. an old-age insurance benefit 

for each month for which (pursuant to subsection (b) ) he 

was entitled to a disability insurance benefit". 

(2) The last sentence of section 223 (a) (2) of such 

Act is amended by striking out "first year" and inserting 

in lieu thereof "year"; and by striking out the phrase "both 

was fully insured and had" both times it ~appears in such 

sentence. 

(f) (1) The amendimeiits made by subsection (c) shall 

apply only to individuals who become entitled to old-age 

insurance benefits under section 202 (a) of the Social 

Security Act after 1965. 

(2) Any individual who would, upon OIng an applica­

tion prior to January 2, 1966, 1)e entitled to a recomputation 

of his monthly benefit amount for purposes of title II of the 

Social Security Act shall be deemed to have filed such appli­

cation on the earliest date on which such application could 

have been filed, or on the day on which this Act is enacted, 

whichever is the later. 

(3) In the case of an individual who died after 1960 

and prior to 19667 and who was entitled to old-age insurance 

ber -fits under section 202 (a) -of the Social Security Act at 

the time of his death, the provisions of sections 215 (f) (3) 

(B) and 215 (f) (4) of such Act. aa -in effect before the 

enactment of this Act shall apply. 
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(4) In the case of a man who attains age 65 prior to 

1966, or dies before such year, the provisions of section 

215 (f) (7) of the Social Security Act as in effect before the 

enactment of this Act shall apply. 

(5) The amendments made by subsection (e) of this 

section shall apply in the case of individuals who become 

entitled to disability insurance benefits under section 223 

of the Social Security Act after December 1965. 

(6) Section 303 (g) (1) of the Social Security Amend­

ments of 1960 is amended­

(A) by striking out "notwithstanding the amend­

mnents made by the preceding subsections of this sec­

tion," in the first sentence and inserting in lieu thereof 

"notwithstanding the amendments made by the preced­

ing subsections of this section, or the amendments made 

by section 302 of the Social Security Amendments of 

1965,"~Y; and 

(B) by striking out "Social Security Amendments 

of 1960," in the second sentence and inserting in lieu 

thereof "Social Security Amendments of 1960, or (if 

such individual becomes entitled to old-age insurance 

benefits after 1965, or dies after 1965 without becoming 

so entitled) as amended by the Social Security Amend­

ments of 1965,". 
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(7) Effective January 2, 1966, subparagraph (B) of 

section 102(f) (2) of the Social Security Amendments of 

1954 is repealed. 

DISABILITY INSURANCE BENEFITS 

O30-- (IPmse 

seetieii 244+i)-4) of the Seeid geettu4ty A-et is mnended7

S~EE.7 -(a) (4-) -(A) o~f 4he fir-A sefitenee of 

by stf~iifg oat "impaiitefA whie eas be eiipeeted to r-esult 

in~death of te b-e of loog eontia4 ftedA kidefifite dumtien, 

R~d iftser-tiig ift lieo 4ieheieof 

-(2-) Seetioii 2-2~3 e)-(~2) of sueh Aet is amfeftde4 by 

stFikin~eet "~whieh ean*be e*1peeted to r-estik ift de~ of to 

be of 1Ofg-ee~litimed Rtdii meifite~i~ i 

Siic. 303. (a) (1) Clause (A) of the first sentence of 

section 216 (i) of the Social Security Act is amended by 

striking out "or to be of long-continued and indefinite dura­

tion" and inserting in lieu thereof "or has lasted or can be 

expected to last for a continuous period of not less than 12 

calendar months". 

(2) Section 223(c) (2) of such Act is amended to read 

as follows: 

"(2) The term 'disability' means inability to engage in 

any substantial gainful activity by reason of any medically 

determinable physical or mental impairment which can be 

expected to result in death or which has lasted or can be 
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expected to last for a continuous period of not less than 12 

calendar months. An individual shall not be considered 

to be under a disability unless he furnishes such proof of 

the existence thereof as may be required." 

(b) (1) Paragraph (2) of section 216 (i) of such Act 

it amended to read as follows: 

" (2) (A) The term 'period of disability' means a con­

tinuous period (beginning and ending as hereinafter pro­

vided in this subsection) during which an individual was 

under a disability (as defined in paragraph (1) ), but only 

if such period is of not less than 6 full calendar months' dura­

tion or such individual was entitled to benefits under section 

223 for one or more months in such period. 

" (B) No period of disability shall begin as to any in­

dividual unless such individual files an application for a dis­

ability determination with respect to such period; and no-

such period shall begin as to any individual after such in­

dividual attains the age of 65. 

"(C) 	 A period of disability shall begin­

" (i) on the day the disability began, but only if 

the individual satisfies the requirements of paragraph 

(3) 	 on such day; or 

"(ii) if such individual does not satisfy the require­
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1 ments of paragraph (3) on such day, then on the first 

2 day of the first quarter thereafter in which he satisfies 

3 such requirements. 

4 ±-{P*-A period of disabiliy shal eftd W"t the elose Of 

the last dify of the ftffioth pr-eeedifig the meath in whieh the 

6 din&4diad atftaiff ftgo~, fl or-, if eeAier the elose of the. lst4 

7 4ay 4­

8 ~ -i)- the Mon~th fellewilig the month in whieh 

9 the disability eeatses if he has beenan*de fa disability 

feF a eentinuasis peried of less thfffi 4-8 ffienths, eip 

11 a+4{i) the seeotid ffient follewing the monefth int 

12 whieh his disabiity eeafses if he, hafs heen *mder- a dis­

13 ability fe* a eentihttmom pef-iod of at leAs 48 months. 

14 "(D) A period of disability shall end with the close of 

whichever of the following months is the earlier: (i) the 

16 month preceding the month in which the individual attains 

17 age 66', or (ii) the second month following the month in 

18 which the disability ceases. 

w-hieh is filed mor-e theaf - moinths before thve fifst day onf 

21 whiei at pe-riod of disabilit eaon begi -(as deteaninfed timde-P 

22 this pffagfa-ph)-o iay eafse in whiek seetion 2-2-3 (d)-(2)­

23 applies, more thanf 6 months befofe the fl4s mon-th fef whieh 

24 suek apjplioaft beeemaes entited to benefits ander- seetion 

24- sheal be aeeepted as an a-pplieftion fef ptffposes of thi~s 
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1 fa-g-fph. Afty appicaetien fof a disAbility deter-minfttieff 

2 whijel i-s fiWe withit sffek 4 moi~ths4' pefljed or (4 fenths' 

:3 peisd shall b-e deem~ed to hftvTe beent fed enf -sieh flirst day 

5 "-(F- (E) No application for a disability determination 

6 which is filed more than -12 months after the month pre­

7 scribed by subparagraph (D) as the month in which the 

8 period of disability ends (determined without regard to 

9 subparagraph (B) and this subparagraph) shall be accepted 

10 as an application for purposes of this paragraph." 

11 (2) Section 216 (i) (3) of such Act is amended by 

12 striking out "clauses (A) and (B) of paragraph .(2)" and 

13 inserting in lieu thereof "clause~s (i) and (ii) of paragraph 

14 (2) (0)" 

15 -(3* ffga +±e f seetien 23-(a-of suehAet is 

16 amddto Fe&d a follo-ws­

17 ±(}Eizei~444vdwAl who­

18 L(~44 is insured fff disftbiliy iniisfffee befiefis -(as 

19 demr-iined aide* stibseetien 4e)-4-))­

20 not,et actajed the age of 654, and 

21 hfsfiled appliea4ief fofdsbltyieiae 

22 bentefits-­

23 shg be e4titOe to ab disability instn'anee beflefit feif eaeh 

24 month int his disability paymfefit Vei4ed -(-as defined ini sub­

25 
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(3) Subparagraph (D) of paragraph (1) of section 

223 (a) of such Act is repealed, subparagraph(C) of such 

paragraphis amended by .strikcing out "and", and subpara­

graph (B) of such paragraphis amended by inserting "and" 

at the end thereof. 

(4) Section 223 (c) (3) (A) of such Act is amended 

by striking out "which continues until, such application is 

filed". 

*e-(- Seetio e23f seh Aetisamen4e by adding at 

the entd thefeoef the following new sabseetien-: 

iiUhsahiliy -Payme4~Perioe 

~ I(d-)-(-)- Ff ptffjeses of thise seetion, the tei'm 4dis­

a-biit patyment peri~od ffens, iR the ease of any appliea­

tion-, the per-ie beginig with the last mfonth of the 

indide4~2 wa-iting peigod anRd eniding with the mointh pre­

eeding whiehevef of the following monfths iff the eeAiiest-: 

(-A)~themonth inwhieh4e die~s­

"-P+Bthe month in whieli he attains age 66- of 

!4%)eithef -(= th4e seeeond mointh following the 

month inl wlhieh his disability eeases if he has been tnade* 

a disalbility for a eon4Aifons pefieof leiss than 4-8 

ealeftda moniths, of -4)- the thifd mointh following the 

month in whie his disability eeases if he ha~s been linde 

a disability fef a eentinuaeas period of at least 18 ealendea 

Menths. 
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2 iLf4~ n fin4ividtt had a pefied of disability -a 

3 defiaed ift seetieni 246-(4))- whieh lasted ea le-ast 4­

4 eaedAe f R"imonths and whieh eeased within the 6 o-n~eth 

period pfeeedifig the fifst molnth of his waiting per-id4, 

6 af 

7 ±L~s*eh ilidividuff applies feir disftb~iviy t­

8 Paiee be-Befit-, on the batsis f4 a, disftlbili.t whieh at the 

9 time of applieptien eftf be expeeted tof at4 aeniHo 

pro AftlfA42 nftso ofil f eth 

I I then fof pttfposes of this seetio 3 the teifm 'diisability pat­

12 fliefnt perioe4 ine4ltides ete-h mo*+nth iin th-e waiting peried 

13 with fespeet to Mwiieh sneli appl-eft~oti was fied-.2 

14 -(d--(-1+ Sef4iof 222 (e~-~- of snah Aet is amiended by 

st4iking offt ~wh beeones epf#tile tE be**eftts tinde*- seetion 

16 2419Y foi-- ay fnonth ats pi*wt4ded iin fk*e-(i4-osfbseeienl 

17 -(a)--(f)- of th~is seetiem-,- anfd ifsewttiig -inf lief thefeof 4~o 

18 whoff seetion 22344)(d2)' is apieable'. 

19 (-}Seetiont 23a-)-(-2-)--IW) of ifft- Aet is amended 

:by striking &at !±elaise -(ci) of pm~,rpI 44i-) of this see­

21 4oi+LA anfd inseeting int lienf theveof -sbets+-4-(2)2 

22 -(3-)-(A)- Seetiet 223 (+)- of sffeb A-et is afmeided-­

23 *4}by skifgfl eete -(ii ofa peg~h4 

24 of siabseetieft -W ffd insmfging int lie ther-eo !4snb 

seetion -(d}-(2.)" and 
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1 -(i-by Af~kin e~t the 1e4 sentenee emd ifiee-inig 

2 ift lieua thereof the fellowing-: i~.A ifidividial who wetdd 

3 have been entided to a disability insttufaee beefieit foif 

4 auy mmaith had he filed4 applieation therefef befere the 

5 eftd of etteh monith shAl be efaitled to stteh benefit fer 

6 eiqeh mointh if he filews sa-eh appliea4iof befere the efta 

7 of the 4-Mthmefith ium**ediately s'aeeeedieg such menth.~l 

S (c) Sect-ion 223(b) of such Act is amended by striking 

9 out the last sentence and inserting in lieu thereof the following: 

10 "An individual who would have been entitled to a disability 

11 insurance benefit for any month had he filed application 

12 therefor before the end of suck month shall be entitled to such 

13 benefit for such mfonth if he files such application before the 

14 end of the 12th month immiediately succeeding such month." 

15 -(~B) (d) The second sentence of section 202 (j) (1) of 

16 such Act is amended by inserting "under this title" after 

17 "Any benefit". 

18 (e) So much of section 215(a) (4) of such Act as 

19 precedes "the amount in column IV" is amended to read as 

20 follows: 

21 "(4) In the case of an individual who was entitled 

22 to a disability insurance benefit for the month before the 

23 month in which he died, became 'entitled to old-age 

24 insurance benefits, or attained age 65,". 

25 -)-(f) (1) The amendments made by-subsection (a), 
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paragraphs (3) and (4) of subsection (b), and pftragi*ah 

-(-3 of swbseetieii ~.(d) subsections (c)and (d), and the pro­

visions of subparagraphs -(~B)-, -(Fr) 7 and -(-p) (B) and (E) 

of section 216 (i) (2) of the Social Security Act (as amended 

by subsection (b) (1) of this section) , shall be effective with 

respect to applications for disability insurance benefits under 

section 223, and for disability determinations under section 

216 (i) , of the Social Security Act filed­

(A) in or after the month in which this Act is 

enacted, or 

(B) before the month in which this Act is enacted, 

if the applicant has not died before such month and if­

(i) notice of the final decision of the Secre­

tary of Health, Education, and Welfare has not been 

given to the applicant before such month; or 

(ii)the notice referred to in subparagraph 

(i)has been so given before such month but a
 

civil action with respect to such final decision is 

commenced under section 205(g) of the Social 

Security Act (whether before, in, or after such 

month) and the decision in such civil action has 

not become final before such month; 

except that no monthly insurance benefits under title II of 

the Social Security Act shall be payable or increased by 

hJF.R. 6675-8 
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1 reason of the amendments made by subsections (a) and 

2 (b) for months before the second month following the month 

3 in which this Act is enacted. The preceding sentence shall 

4 also be applicable in the case of applications for monthly 

5 insurance benefits under title II of the Social Security Act 

6 based on the wages and self-employment income of an appli­

'7 cant with respect to whose applicationfor disability insurance 

8 beneflts under section 223 of such Act such preceding sen­

9 tence is applicable. 

10 -(-2 geetieii 2-23-(d) (4) of siteh A-et (added by sublsee­

11 49H -(4 of this seefioe~-f shol be a-ppieable iff the ease of 

12 Ppplie.*tioef fef disability iinstiranee befiefits filed by~indi 

13 :vidtta~s the, last mointh of whose watitiing period -(as defifted 

14 in seetieoa 2.2-3*e 3-)- of sffh Aet) oeeei-s a~ftef the fnanth 

15 in whieh thi Aet is enaeted-; e:Reept thftt sup(4)m-h -W 

16 of sffeh seetiofa shel be, applieabl to iRdii4ffitss en~titled 

17 to disabiity insfmfaaee beae~rts whose disability -(as defined 

1-8 if seetimof 22~3-(-e- of the Soeif Seeiufity Aet as affeiided 

19 by this Aet) eeases iff o-F aftef the seeeni moanth fe~llwing 

20 the iieffth iff wh"s this Aet is enaeted. 

21, -(-3 Seetioi+4f 223 (-d+-(2 ofse Aet (added by subsee­

22 4iea -(a) of this seegwtio ,fR:,ad the, a-mendfnents maide by su-b­

23 s~eete -4 shall be a{*plieftble iff the ease of ftpplieatioeHs fef 

24 disab3 i4ity insuaiee beftefis tifde* seetieft 24-3-, efd feF dis­
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2 Seetwir- Aet fie afte* the month in whiel hi A-et is 

3 eiaeteed. 

4 -44- Seetion 246-(i) (2) -(D)* of ettel Aet -(-as anmended 

5 by subseetion -(~)(4)- of thi seetien) -shall ftpply with r-e­

6 spee to a disabiit-y -(a defied in seetiot 24-6-(i.) of s'ueh 

7 Aetas a-me-ndedbythisAet)-whieheeases in of fter the 

8 seeond mo-nth folbwinjg the mjoith in whieh this A-et is 

9 enaeted. 

10 (2) The amendment made by subsection (e) shall apply 

11 in the case of the primary insurance amounts of individuals 

12 who attain age 65 after the enactment of this Act. 

13 PAYMENT OF DISABILITY INSURANCE BENEFITS AFTER EN­

14 TITLEMENT TO OTHER MONTHLY INSURANCE BENEFITS 

15 SEC. 304. (a) Section 202 (k) of the Social Security 

16 Act is amended by adding at the end thereof the following 

17 new paragraph: 

1.8 " (4) Any individual who, under this section and sec­

19 tion 223, is entitled for any month to both an old-age insur­

20 ance benefit and a disability insurance benefit under this title 

21 shall be entitled to only sufeh disatbility ifisufaenee benefit for 

22 sffeh moent the larger of such benefits for such month, ex­

23 cept that, if such individual so elects, he shall instead be 

24 entitled to only the smaller of such benefits for such month." 
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(b) The heading of section 202 (q) of such Act is 

amended to read as follows: 

"Reduction of Old-Age, Disability, Wife's, Husband's, or 

Widow's Insurance Benefit Amounts" 

(c) Section 202 (q) of such Act is further amended by 

renumbering paragraphs (2), (3), (4), (5), (6),. and
 

(7) as paragraphs (3), (4), (5), (6), (7), and (8),
 

respectively, by renumbering the cross references in such 

section accordingly, and by inserting after paragraph (1) 

the following new paragraph: 

" (2) Ifan individual isentitled to a disability insur­

ance benefit for a month after a month for which such 

individual was entitled to an old-age insurance benefit, such 

disability insurance benefit for each month shall be reduced 

by the amount such old-age insurance benefit would be 

reduced under paragraphs (1) and (4) for such month had 

such individual attained age 65 in the first month for which 

he most recently became entitled to a disability insurance 

benefit." 

(d) Subparagraph (B) of paragraph (3) (as redesig­

nated by subsection (c) of this section) of section 202 (q) 

of such Act is amended by­

(1) striking out "benefit," the first time it appears 

and inserting in lieu thereof "benefit and is not entitled 

to a disability insurance benefit,"; 
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1 (2) striking out in clause (i) thereof "()"and 

2 inserting in lieu thereof " (1) for such month, "; and 

3 (3) striking out in clause (ii) thereof " (1) " and 

4 inserting in lieu thereof " (1) for such month". 

5 (e) Subparagraph (C) of paragraph (3) (as redesig­

6 nated by subsection (c) of this section) of section 202 (q) 

'7 of such Act is amended to read as follows: 

8 " (C) For any month for which such individual is en­

9 titled to a disability insurance benefit, such individual's wife's, 

10 husband's, or widow's insurance benefit shall be reduced by 

11 the sum of­

12 " (i) the amount by which such disability insurance 

13 benefit is reduced under paragraph (2) for such month 

14 (if such paragraph applied to such benefit), and 

15 " (ii) the amount by which such wife's, husband's. 

16 or widow's insurance benefit would be reduced under 

17 paragraph (1) for such month if it were equal to the 

18 excess of such wife's, husband's, or widow' s insurance 

19 benefit (before reduction under this subsection) over 

20 such disability insurance benefit (before reduction under 

21 this subsection) ." 

22 (f) Paragraph (3) (as redesignated by subsection (c) 

23 of this section) of section 202 (q) is further amended by add­

24 ing after pafgra-fph subparagraph (E) (added by section 
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307.(b) (4)- of this Act) -the following new pa&giaphs sub­

paragraphs: 

" (F) If the first month for which an individual is 

entitled to a disability insurance benefit (when such first 

month occurs with or after the month in which such indi­

vidual attains the age of 62) is a month for which such 

individual is also (or would, but for subsection (e) (1), be) 

entitled to a widow' s insurance benefit to which such indi­

vidual was first entitled for a month before she attained 

retirement age, then such disability insurance benefit for each 

month shall be reduced by whichever of the following is 

larger: 

" (i) the amount by which (but for this subpara­

graph) such disability insurance benefit would have been 

reduced under paragraph (2), or 

"(ii) the amount equal to the sum of the amount by 

which such widow's insurance benefit was reduced for 

the month in which such individual attained retirement 

age and the amount by which such disability insuran~c 

benefit would be reduced under paragraph (2) if it 

were equal to the excess of such disability insurance 

benefit (before reduction under this subsection) over 

such widow's insurance benefit (before reduction under 

this subsection) . 

"(G) If the first month for which an individual is en­
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titled to a disability insurance benefit (when such first 

month occurs before the month in which such individual 

attains the age of 62) is a month for which such individual 

is also (or would, but for subsection (e) (1) , be) entitled 

to a widow's insurance benefit, then such disability insurance 

benefit for each month shall be reduced by the aniount such 

widow's insurance benefit would be reduced under para­

graphs (1) and (4) for such month had such individual 

attained age 62 in the first month for which he most recently 

became entitled to a disability insurance benefit." 

(g) Paragraph (4) (as redesignated by subsection (c) 

of this section) of section 202 (q) of such Act is amended 

by striking out in subparagraph (A) thereof "under" and 

inserting in lieu thereof: "under paragraph (1) or (3) of". 

(h) Paragraph (7) (as redesignated by subsection (c.) 

of this section and as amended by section 307 (b) (7) of 

this Act) of section 202 (q) of such Act is amended by 

adding after subparagraph (E) the following new sub­

paragraph: 

" (F) in the case of old-age insurance benefits, any 

month for which such individual was entitled to a dis­

ability insurance benaefit." 

(i) Para-graph (8) (as redesignated by subsection (c) 

of this section) of section 202 (q) of such Act is amended by 

striking out "1) and inserting in lieu, thereof "1) , (2) . 
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1 (j) Section 202 (r) (2) of such Act is amended by 

2 inserting after "eligible" the following: "(but for section 

3202(k) (4))" 

4 (k) Se nm**u of seetiein 24- (a~)(4) of su.,eh AeA * 

5 felowo" ela~tse -(-'B) Section 215(a) (4) of such Act is amended 

6 by striking out "such disability insurance benefit" and in­

7 serting in lieu thereof "the primary insurance amount upon 

8 which such disability insurance benefit is based". 

9 (1) Section 216 (i) (2) of such Act is amended by 

10 striking out " (subject to section 223 (a) (3) )" 

11 (in) Section 223 (a) (2) of such Act is amended by 

12 striking out the word "Such" and inserting in lieu thereof 

13 "Except as provided in section 202 (q) , such". 

14 (n) Section 223 (a) (3) of such Act is repealed. 

15 (o) The amnendments made by this section shall apply 

16 with respect to monthly insurance benefits under title II of 

17 the Social Security Act for and after the second month 

18 following the month in which this Act is enacted, but only 

19 on the basis of applications filed in or after the month in 

20 which this Act is enacted. 

21 DISABILITY INSURANCE TRUST FUND 

22 SEc. 305. (a) Section 201 (b) (1) of the Social Secu­

23 rity- Act is amended by inserting "and before January 1, 

24 1966," after "December 31, 1956,", and by inserting after 

25 "1954," the following: "and [3] 0.70 of 1 per centum of 
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1 the wages (as so defined) paid after December 31, 1965, 

2 and so reported,". 

3 (b) Section 201 (b) (2) of such Act is amended by 

4 inserting after "December 31, 1956," the following: "and 

5 before January 1, 1966, and [%,6]0O.525 of 1 per centum 

6 of the amount of sell-employment income (as so defined) so 

'7 reported for any taxable year beginning ,after December 31, 

8 1965," 

9 PAYMENT OF CIILD'IS INSURANCE BENEFITS AFTER AT­

10 TAINMENT OF AGE 18 IN CASE OF, CIIILD ATTENDING 

11 SCHOOL A ND IN CA SE OF CHILD BECOMING DISABLED 

12 SEC. 306. (a) Section 202 (d) (1) (B) of the Socia~l 

13 Security Act is amended to read as follows: 

14 " (B) at the time such application was filed was 

15 unmarried and (i) either had not attained the age of 

16 18 or was a full-time student and had not attained 

17 the age of 22, or (ii) is under a disability (as defined 

18 in section 223 (c) ) which began before he attained 

19 the age of 4ig a*A w4ieli has lasted or easi be eixpeeted 

20 to last a eeat~ifto* per4 ed of at least 6 ealefida~months 

21 ofwt-a esalt i*death 22, and". 

22 (b) (1) So much of the first sentence of section 202 

23 (d) (1) of such Act as follows subparagraph (C) is 

24 amended to read as follows: 

25 "shall be entitled to a child's insurance'benefit for each 
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1 month, beginning -with'the first month after August 1950 

2 in which such child becomes so entitled to such insurance 

3 benefits and ending with the month preceding whichever 

4 of the following first occurs­

5 " (D) the month in which such child dies, marries, 

6 or is adopted (except for adoption by a stepparent, 

7 grandparent, aunt, or uncle subsequent to the death of 

8 such fully or currently insured individual), 

9 ift-ithe eeseofaPeh41N4wo i-s ft anderaf 

10 disabilty -(-ats so defined)- at the timfe he attains the. 

11 age of 1-Sand Nhoedfir-n npaAtof th~emefnthmi 

12 whic he attalins stick -age is P fa4h-time stitdeit, the 

1.3 mffteth in whiceh stock ehihi attains the age of 4.8*, 

14 "FM-in theease ofafteh~dw6 eaf iffine tt 

15 dent dar-ing the mfonth in which he attains the. age of 48-83 

16 the first mfonith -(-beginininig after- he attains sock age) 

17 darfingnio paAof whieh he is a fabtime student ffpte 

18 monefth in which he attains the age of 2%2- which~ever 

19 occir-s earlir 3 b+ut only ifinthe thWfird moth prceeedinog 

20 suceh earlier- mfonth he was noet uhnder a disabilit-y-(a 

21 so definied.) which began before h~e attainled the age of 

22 419; 

23 if)-ithe easeofa ehilwho firatbeeoms f 

24 tited to benefits utnder this suhseetion for the moneth mf 

25 whichlhe attainis the age of 4-S or a subseqffent mfonfth 
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ffl4l who ift the iaont for whieh he beeemes so eatitled 

is fkat a~de*r f disability -(-as so defi+ed)- which began 

befere he atttdaed the age of 4-8- the fiirst moitth 

-(afte be, beee es so eni~tled-). diiriniigf paft of which 

he is afMl tiimecstudnt(the moiathinwhieh eat, 

taiffs the age of a-2-, which e-'e~oeeuirs eaflier-

L(H) inthe ease of aehi14 whoafterheattaiins 

the &,e ofl-eeases tobeiiunderfadisolbility -(-as so 

defifted which begaa befefe he attaiMied, the age of 48-, 

a.,+d who eitef­

~ -i-attaiiis the age of 22 befefe the clese, of 

the thir~d month followiNg the month in which he 

ceeases to be tund-e sueh dsh~t~O 

'-ii)-* was a fall-tiin stuadent dtiufng no paft 

of the third month followiftg the monath in whic he 

eeases tohb e sueh disability if hehas.been 

'andef a disability for -aconitinuous peried of at least 

4-8. months -(-f the- seconid month followinwg the 

month ini whic he ceases to he tondeur such disability 

if he has been undeu! a diAbility fof a conltinuotus 

period of le-ss than 418 moiiths)T, 

the, thi* month -(-of the sieod mlonth)- followinig the 

monith in whic he ceases to&be under steh disabliy, of 

'~(~-in the case ofachild wiho ailef he attatins 



-2 3) (') 

1 the age of 4-Seeases to be tfder-a disAbilit-y-(as so 

2 defined)- w-hieh bega before he attained th+e age of 4-%i 

3 bitt who hats ot attained the age of 22 before the dlose 

4 of the third mionth following the mfontth 4i w-hie he 

5 eeases to be tnder-eaehdsabiliy if he h"sbeen'tmde f 

6 disabdtity for a eont~finous per-iod of at least 41$ months 

7 -(or before the dlose of the seeond mont followinlg the 

8 month int wl~eh he eeases toa he uflder- stish disability 

9 if he has beeni under a disability for a eonitinauous per-iod 

10 oflkess than l8 montls)aR4is aful-thne stiudentmi 

11 siieli third moent -(or stteh seeond month), the earlier 

12 of 44 the first monfth -(after sfeh third month or sush 

13 seeond month)- ditrig nto part of whieh he is afdl-htimne 

14 student, 'or 4)- the month int whieh he attains the ag 

15 of-2. 

16 "(E) the month in which such child attains the age 

17 of 18 and is not under a disability (as so defined) and 

18 is not a full-time student during any part of such month, 

19 "(F) the first month after the month in which such 

20 child attains the age of 18 and, in. such first month, is 

21 not under a disability (as so defined) and is not a full­

22 time student during any part of such first month, but 

23, only if in the third month preceding such first month 

24 he was not under a disability, 

25 "(0 the month in which such child attains the age 
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of 22 and is not under a disability '(as so deflned), but 

only if in the third month preceding such month he was 

not under a disability, or 

"(H) the third month following the month in which 

he ceases to be under such disability. 

(2) The second sentence of section 202 (d) (1) of such 

Act is repealed. 

(3) Section 202 (d) of such Act is further amended 

by adding at the end thereof the following new paragraphs: 

" (7) A child whose entitlement to child's insurance 

benefits on the basis of the wages and self-employment in­

come of an insured individual terminated wi~h the phoiith 

preeeding the menth in whieh sttelh ehild e4,tained the ftge 

ef 4-8- ff with ft sffhsequeft ffellth, under the preceding 

provisions of this subsection may again become entitled 

to such benefits (provided no event specified in para­

graph (1) (D) has occurred) beginning with the first 

month thereafter in which he is a full-time student arid ha~s 

not attained the age of 22, or in which he is under a dis­

ability (as deflned in section 223(c)) which began before he 

attained the age of 22, if he hfts filed applieatiei fef suceh 

f-eefntitdeffiet if he also meets the requirements of sub para­

graphs (A) and (B) of paragraph(1); and such reentitle­

ment shall end thereafter in accordance with the provisilons 

of subparagraph(D), (F)., (G), or (H) of paragraph(1). 
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2 whjehey~e of the fellewin g i-A4 eeeaf-s: he fff io,,me4Hdi 

6 "(8) For the purposes of this subsection­

7 "(A) A 'full-time student' is an individual who 

8 is in full-time attendance as a student at an educational 

9 institution, as determined by the Secretary (in accord­

10 ance with regulations prescribed by him) in the light 

11 of the standards and practices of the institutions in­

12 volved, except that no individual shall be considered a 

13 'Mil-time student' if he is paid by his employer while 

14 attending an educational institution at the request, or 

15 pursuant to a requirement, of his employer. 

:16 " (B) Except to the extent provided in such regula­

17 tions, an individual shall be deemed to be a full-time 

:18 student during any period of nonattendance at an educa­

19 tional institution at which he has been in full-time attend­

20 ance if (i) such period is 4 calendar months or less, and 

21 (ii) he shows to the satisfaction of the Secretary that he 

22 intends to continue to be in full-time attendance at an 

23 educational institution immediately following such 

24 period. An individual who does not meet the require­

25 ment of clause (ii) with respect to such period of non­
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attendance shall be deemed to have met such require­

ment (as of the beginning of such period) if he is in 

full-time attendance at an educational institution im­

mediately following such period. 

" (C) An 'educational institution' is (i) a. school or 

college or university operated or directly supported by 

the United States, or by any State or local government 

or political subdivision thereof, or (ii) a school or college 

or university which has been approved by a State or 

accredited by a State-recognized or nationally-recognized 

accrediting agency or body, or (iii) a nonaccredited 

school or college or university whose credits are ac­

cepted, on transfer, by not less than three institutions 

which are so accredited, for credit on the same basis as if 

transferred from an institution so accredited." 

(c) (1) Section 202 of such Act is amended by insert­

ing immediately after subsection (r) the following new 

subsection: 

"Child Aged 18 or Over Attending School 

"(s) (1) For the purposes of subsections (b) (1), (g) 

(1), (q) (5), and (q) (7) of this section and paragraphs 

(2), (3), and (4) of section 203 (c), a child who is entitled 

to child's insurance benefits under subsection (d) for any 

month, and who has attained the age of 18 but is not in such 

month under a disability (as defined in section 223 (c) ) 
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-1 whie begaei before he attained stieh age, shall be deemed 

2 not entitled to such benefits for such month, unless he was 

3 under such a disability in the third month before such month 

4 fffid hftd beet wider s+*eh disAbility for f eentinuou~per-ed 

5 of atleafit 4- fnihs -ri--ifteseeedffleth if he 64 been~ 

6 tinder stie disttbili-ty foil a eOfIfH*ities period of less thtin 418 

8 "(2) Subsection (f) (4), and so much of subsections 

9 (b)-(44*(3), (d)(6), (e)-4)-(3), (g)-(4)(3), and (h) 

10 (4)of this section as precedes the semicolon, shall not apply 

in the case of any child unless such child, at the time of the 

-12 marriage referred to therein, was uinder a disability (as de­

13 fined in section 223 (c) ) which began before such child 

14 attained the age of 18 22 or had been under such a disability 

15 in the third month before the month in which such marriage 

16 occurred Pnd had beffi inder sueh disability for a eeiatifluetis 

17 per-iedof atlee.as4-8Flne-hs-(ef he seeeiid Ffethif he 

18 had beeft tinder stteh disAbility for at ees4fitinous period of 

19 kes's thfff 1-8 ffeofth4. 

20 "(3) Subsections (c) (2) (B) and (f) (2) (B) of this 

21 section, so much of subsections (b) -(4)-(3), (d) (6), 

22 (e)~{4-(3), (g)-(4)(3), and (h) (4) of this section as 

23 follows the semicolon, the last sentence of subsection (c) of 

24 section 2'03, subsection (f) (1) (C) of section 203, and 

25 subsections (b) (3) (B),P (c)(6) (B) , (f) (3) (B) , and 
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1 (g) (6) (B) of section 216 shall not apply in the case of 

2 any child with respect to any month referred to therein un­

3 less in such month or the third month prior thereto such 

4 child was under a disability (as defined in section 223 (c) ) 

5 which began before such child attained the age of 4-8 aed4 hftd 

6 beefi ander-sth disabilit-y feif a efifiuoas ]3efiod of PA leAs 

7 -18moaths -(-of iff the seeoftd ffoiith if he had4 bee* tifike sneh 

8 disabilitP: fer a eontinue s per-iod of less then 18 monelths)­

9 22." 

10 (2) So much of subsection (c) (2) of such section 202 

11as precedes subparagraph (A) is amended by inserting 

12 " (subject to subsection (s) ) " after "shall". 

13 (3) So much of subsection (d) (6) of such section 2029 

14 ais follows subparagraph (B) is amended by inserting "but 

15 subject to subsection (s)" after "notwithstanding the pro­

16 visions of paragraph (1) " 

17 (4) So much of subsection (e) -(-)(3) of such section 

18 202 as follows subparagraph (B) is amended by inserting 

19 "but subject to subsection (s) " after "notwithstanding the 

20 provisions of paragraph (1) ". 

21 (5) So much of subsection (f) (2) of such section 202 

22 as precedes subparagraph (A) is amended by inserting 

230 " (subject to subsection (s) )"after "shall". 

24 (6) So much of subsection (f) (4) of such section 202 
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1 as follows subparagraph (B) is amended by inserting "but 

2 subject to subsection (s)" after "notwithstanding the pro­

3 visions of paragraph (1) " 

4 (7) So much of the first sentence of subsection (g) (1) 

5 of such section 202 as follows subparagraph (F) is amended 

6 by inserting " (subject to subsection (s) ) " after "shall". 

7 (8) So much of subsection (g) -(4)-(3) of such section 

8 202 as follows subparagraph (B) is amended by inserting 

9 "but subject to subsection (s) " after "notwithstanding the 

10 provisions of paragraph (1) ". 

ii1 (9) So much of subsection (h) (4) of such section 202 

12 as follows subparagraph (B) -is amended by inserting "but 

13 subject to subsection (s)" after "notw~ithstanding the pro­

14 visions of paragraph (1) " 

15 (10) The next to last sentence of subsection (c) 

16 of section 203 of such Act is amended by striking out "for 

17 any month in which" and inserting in lieu thereof "for any 

18 month in which paragraph (1) of section 202 (s) applies 

19 or". 

20 (11) The last sentence of subsection (c) of such section 

21 203 is a-mended by striking out "No" and inserting in lieu 

22 thereof "Subject to paragraph (3) of such section 202 (s), 

23 no 

24 (12) The last sentence of subsection (f) (1) ot such 

25 section 203 is amended by inserting "but subject to section 
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202 (s) " after "Notwithstanding the preceding provisions 

of this paragraph". 

(13) Subsections (b), (c), (f), and (g) of section 216 

of such Act are each amended by inserting before the period 

at the end thereof " (subject, however, to section 202 (s) ) ". 

(14) Section 222 (b) of such Act is amended by adding 

at the end thereof the following new paragraph: 

" (4) The provisions of paragraph (1) shall not apply 

to any child entitled to benefits under section 202 (d) , if he 

has attained the age of 18 but has not attained the age of 22, 

for any month during which he is a full-time student (as 

defined and determined under section 202 (d) )." 

(15) Section 225 of such Act is amended by adding at 

the end thereof the following new sentence: "The first sen­

tence of this section shall not apply to any child entitled to 

benefits under section 202 (d) , if he has attained the age of 

18 but has not attained the a~ge of 22, for any month during 

which he is a fall-time student (as defined and determined 

under section 202 (d) )." 

(d) The amendments made by this section shall apply~ 

with respect to monthly insurance benefits under section 202 

of the Social Security Act for months after December 1964; 

except that­

(1) in the case of an individual who was not en­

titled to a. child's insurance benefit under subsection 
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I (d) of such section for the month in which this Act is 

2 enacted, such amendments shall apply only on the basis 

3 of an application filed in or after the month in which 

4 this Act is enacted, and 

5 i4~seetion22 d 1)(4 (4 4f aefie Ae -(-as 

6 ametided by 4his seetieob) shAall *I eidy fei* iiieiths 

7 afte* the nmefid ift whieli this Aet is effaeted, ftftd 

8 -*3) (2) no mionthly insurance benefit shall be pay­

9 able for any month before the second month following 

10 the month in which this Act is enacted by reason of sec­

11 tion 202 (d) (1) (B) (ii) of the Social Security Act as 

12 amended by this section. 

13 REDUCED BENEFITS FOR WIDOWS AT AGE 60 

14 SEC. 307. (a) (1) Para-graph (1) (B) of section 202 

15 (e) of the Social Security Act (as amended by section 

16 308 (b) of this Act) is a-mended by striking out "age 62" 

17 and inserting in lieu thereof "age 60". 

18 (2) Paragraph (2) of such section (as so amended) 

19 is amended by striking out "Such" and inserting in lieu 

20 thereof "Except as provided in subsection (q), such". 

21 (b) (1) Paragraph (1) of section 202 (q) of such 

22 Act is amended to read as follows: 

23 "(1) If the first month for which an individual is 

24 entitled to an old-age, wife's, husband's, or widow's insurance 

25 benefit is a month before the month in which such indi­
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vidual attains retirement age, the amount of such benefit 

for each month shall, subject to the succeeding paragraphs 

of this subsection, be reduced by~­

" (A) 5/9 of 1 percent of such amount if such bene­

fit is an old-age or widow's insurance benefit, or 25/3 6 

of 1 percent of such amount if such benefit is a wife's or 

husband's insurance benefit, multiplied by 

" (B) (i) the number of months in the reduction 

period for such benefit (determined under paragraph 

(6) ), if such benefit is for a month before the month 

in which such individual attains retirement age, or 

" (ii) the number of months in the adjusted reduc­

tion period for such benefit (determined under para­

graph (7) ), if such benefit is for the month in which 

such individual attains retirement age or for any month 

thereafter." 

(2) Paragraph (3) (A) (as renumbered by section 

304 (c) of this Act) of such section is amended­

(A) by striking out "wife's or husband's insurance 

benefit" each place it appears and inserting in lieu 

thereof "wife's, husband's, or widow's insurance bene­

fit"; and 

(B) by striking out "age 62" and inserting in lieu 

thereof "age 62 (in the case of a wife's or husband's 
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insurance benefit) or age 60 (in the case of a widow's 

insurance benefit) ". 

(3) Paragraph (3) (ID) (as so renumbered) of such 

section is amended by striking out "wife's or husband's" and 

inserting in lieu thereof "wife's, husband's, or widow's". 

(4) Paragraph (3) (as so renumbered) of such section 

is amended by adding at the end thereof the following new 

subparagraph: 

" (E) If the first month for which an individual is 

entitled to an old-age insurance benefit (whether such first 

month occurs before, with, or after the month in which such 

individual attains the age of 65) is a month for which such 

individual is also (or would, but for subsection (e) (1), be) 

entitled to a widow's insurance benefit to which such indi­

vidual was first entitled for a month before she attained 

retirement age, then such old-age insurance benefit shall be 

reduced by whichever of the following is the larger: 

" (i) the amount by which (but for this subpara­

graph) such old-age insurance benefit would have been 

reduced under paragraph (1), or 

" (ii) the a-moumt equal to the sum of the amount by 

which such widow's insurance benefit was reduced for 

the month in which such individual attained retirement 

age and the amount by which such old-age insurance 

benefit would be reduced under paragraph (1) if it were 
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equal to the excess of such old-age insurance benefit 

(before reduction under this subsection) over such 

widow's insurance benefit (before reduction under this 

subsection) ." 

(5) Paragraph (5) (as so renumbered) of such see­

tion is amended by adding at the end thereof the following 

new subparagraph: 

" (D) No widow's insurance benefit for a month in which 

she has in her care a child of her deceased husband (or 

deceased former husband) entitled to child's insurance bene­

fits shall be reduced under this subsection below the amount 

to which she would have been entitled had she been entitled 

for such month to mother's insurance benefits on the basis of 

her deceased husband's (or deceased former husband's) 

wages and sell-employment income." 

(6) Paragraph (6) (as so renumbered) of such sec­

tion is amended­

(A) by striking out "wife's, or husband's" and in­

serting in lieu thereof "wife's, husband's, or widow's"; 

(B) by striking out "or husband's" in subparagraph 

(A) (i) and inserting in lieu thereof ", husband's, or 

widow's"~; and 

(C) by striking out "age 65" in subparagraph (B) 

and inserting in lieu thereof "retirement age". 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

248
 

(7) Paragraph (7) (as so renumbered) of such sec­

tion is amended­

(A) by striking out "wile's, or husband's" and in­

serting in lieu thereof "wife's, husband's, or widow's"; 

and 

(B) by striking out "and" at the end of subpara­

graph (B) , by striking out the period at the end of 

subparagraph (C) and inserting in lieu thereof a comma, 

and by adding at the end thereof the following new sub­

paragraphs: 

" (D) in the case of widow's insurance benefits, 

any month in which the reduction in the a-mount of 

such benefit was determined under paragraph (5) (D), 

" (E) in the case of widow's insurance benefits , any 

month before the month in which she attained retire­

ment age for which she was not entitled to such benefit 

because of the occurrence of an event that terminated 

her entitlement to such benefits, and". 

(8) Section 202 (q) of such Act (as amended by 

section 304 (c) of this Act) is further amended by adding 

at the end thereof the following new paragraph: 

" (9) For purposes of this subsection, the term 'retire­

merit age' means age 65 with respect to an old-age, wife's, 

or husband's insurance benefit and age 62 with respect to 

a widow's insurance benefit." 
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(c) The amendments made by this section shall apply 

with respect to monthly insurance benefits under section 202 

of the Social Security Act for and after the second month 

following the month in which this Act is enacted, but only 

on the basis of applications filed in or after the month in 

which this Act is enacted. 

WIFE'S AND WIDOW'S BENEFITS FOR DIVORCED WOMEN 

SEc. 308. (a) Section 202 (b) of the Social Security 

Act is amended to read as follows: 

"Wife's Insurance Benefits 

"(b) (1) The wife (as defined in section 216 (b) ) and 

every divorced wife (as defined in section 216 (d) ) of an 

individual entitled to old-age or disability insurance benefits, 

if such wife or such divorced wife­

" (A) has ifiled application for wife's insurance 

benefits, 

" (B) has attained age 62 or (in the case of a wife) 

has in her care (individually or jointly with such indi­

vidual) at the time of filing such application a child en­

titled to a child's insurance benefit on the basis of the 

wages and self-employment income of such individual, 

" (0) in the case of a divorced wife, hats n& ie-, 

inffried is not married, 

" (D) in the case of a divorced wife, was receiving 
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1 at least one-half of her support, as determined in accord­

2 ance with regulations prescribed by the Secretary, from 

3 such individual, or was receiving substantial contribu­

4 tions from such individual (pursuant to a written agree­

5 ment) or there wNas in effect a court order for substaiitial 

6 contributions to her support from such individual­

7 " (i) if he had a period of disability which did 

8 not end before the month in which he became en­

9 titled to old-age or disability insurance benefits, a~t 

10 the beginning of such period or at the time he be­

ll came entitled to such benefits, or 

12 " (ii) if he did not have such a period of dis­

13 ability, at the time he became entitled to old-age 

14 insurance benefits, and 

15 " (E) is not entitled to old-age or disability insur­

16 ance benefits, or is entitled to old-age or disability 

1.7 insurance benefits based on a primary insurance amount 

18 which is less than one-hall of the primary insurance 

19 amount of such individual, 

20 shall (subject to subsection (s) ) be entitled to a wife's 

21 insurance benefit for each month, beginning with the first 

22 month in which she becomes so entitled to such insurance 

23 benefits and ending with the month preceding the first month 

24 in which any of the following occurs­

25 "(F) she dies, 
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1 "(G) such individual dies, 

2 "(II) in the case of a wife, they are divorced and 

3 either (i) she has not attained age 62, or (ii) she has 

4 attained age 62 but has not been married to such in­

5 dividual for a period of 20 years immediately before the 

6 date the divorce became effective, 

7 " (I) in the case of a divorced wife, she marries a 

8 person other than such individual, 

9 " (J) in the case of a wife who has not attained age 

10 62, no child of such individual is entitled to a child's 

11 insurance benefit, 

12 " (K) she becomes entitled to an old-age or dis­

13 ability insurance benefit based on a primary insurance 

14 amount which is equal to or exceeds one-half of the pri­

15 mary insurance a-mount of such individual, or 

16 " (L) such individual is not entitled to disability 

17 insurance benefits and is not entitled to old-age insurance 

18 benefits. 

19 " (2) Except as provided in subsection (q), such wife's 

20 insurance benefit for each month shall be equal to one-half 

21 of the primary insurance amount of her husband (or, in the 

22 case of a divorced wife, her former husband) for such month. 

23 I n~~)the ease of etay dNioieme4l wife of &a*_ndiN 4 dual­

24 "( h)v4± ia4es an~he* in~iidiual a-R 



252
 

1 ±44Y~whose mappiaege to the inidiv4dit4 F-efeired to 

3 oeeeus withini 2-0 years f~tftf siieh aige 

4 thewbafiae to the indiv'idulftleierFed to if} 

5 +A+4.)Isftdl, fo+ the p*ijFp#se of pftfagr-aph4 (4-)-, he deem~ed no4 

6 to hiwe;eoeetir-fed. No benfeits shagl be -payableaiider this subh­

7 seetion by yea+~io of the. pfeeediig, seinteftee foir ftfl*y mofith 

8 before Yihiehe-,ef 44f the feo~lwiig is the latest:~ -(- the 

9 monsth After the month i-n whi4-eh the, dioieeefeffeA to ift 

10, sttbpai-graph -(]3.) of the, pi~eeeding sententee oeetirs, -(ii) the 

11 twelfth fnoith before the meoith ift whieb eush diverfeed wife, 

12 files ftppliefttioi* foi! puifp&see of thi-S pfarfgI!ph, o*f -(ii the 

13 seeoend maonth afterff the *moith ift whieh thims pft~agf~aph is 

14 eieetd 

15 "-(4)- (3) In the case of any divorced wife who marries­

16 " (A) an individual entitled to benefits under sub­

17 section (f) or (h) of this section, or 

1s " (B) an individual who has attained the age of 

19 18 and is entitled to benefits under subsection (d) , 

20 such divorced wife's entitlement to benefits under this sub­

21 section shall, notwithstanding the provisions -of paragraph 

22 (1) (but subject to subsection (s) ), not be terminated by 

23 reason of such marriage; except that, in the case of such a 

24 marriage to an individual entitled to benefits under sub­

25 section (d), the preceding provisions of this paragraph shall 
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not apply with respect to benefits for, months after the last 

month for which such individual is entitled to such benefits 

under subsection (d) unless he ceases to be so entitled by 

reason of his death." 

(b) (1) Paragraphs (1) and (2) of section 202 (e) of 

such Act are amended to read as follows: 

"(1) The widow (as defined in section 216 (c) ) and 

every surviving divorced wife (as defined in section 216 

(d) ) of an individual who died a fully insured individual, if 

such widow or such surviving divorced wife­

"(A) hfts me remai~ted-, is not married, 

"(B) has attained age 62, 

"(C) (i) has filed application for widow's insur­

ance benefits, or was entitled, after attainment of age 

62, to wife's insurance benefits, on the basis of the 

wages and self-employment income of such individual, 

for the month preceding the mouth in which he died, or 

" (ii) was entitled, on the basis of such wages aiid 

self-employment income, to mother's insurance benefits 

for the month preceding the month in which she attained 

age 62, 

" (D) in the case of a surviving divorced wire who 

was not entitled to wife's insurance benefits on the basis 

of the wages and self-employment income of such individ­

ual for the month preceding the month in which he died, 
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was receiving at least one-half of her support, as deter­

mined in accordance with regulations prescribed by the 

Secretary, from such individual, or was receiving sub­

stantial contributions from such individual (pursuant to 

a written agreement) or there was in effect a court 

order for substantial contributions to her support from 

such individual­

" (i) at the time of his death (or, if such indi­

vidual had a period of disability which did not end 

prior to the month in which he died, at the time such 

period began or at the time of his death) , or 

"(ii) at the time he became entitled to old-age 

insurance benefits or disability insurance benefits 

(or, if such individual had a period of disability 

which did not end before the month in which he 

became entitled to such benefits, at the time such 

period began or at the time he became entitled to 

such benefits), and 

" (E) is not entitled to old-age insurance benefits or 

is entitled to old-age insurance benefits each of which 

is less than 82-i percent of the primary insurance amount 

of such deceased individual, 

shall be entitled to a widow's insurance benefit for each 

month, beginning with the first month in which she be­

comes so entitled to such insurance benefits and ending with 
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1 the month preceding the first month in which any of the 

2 following occurs: she remarries, dies, or becomes entitled 

3 to an old-age insurance benefit equal to or exceeding 821­

4 percent of the primary insurance amount of such deceased 

5 individual. 

6 " (2) Such widow's insurance benefit for each month 

7shall be equal to 821i percent of the primary insurance 

8 amount of such deceased individual." 

9 -(.) Patg )-d8a4-(4)-o ffeefn202 (e)-ofsuch 

10 A-et ffe amended by stiking ent "widow" eae plaee it 

11 appears andi ifsefitif inf lieu: ther-eof "wido-w e*smffn 

12 div~er-eed wife". 

13 -(-) VPaagra-ph -(4)- of seetion 202-(-e)-4offseh Aet is 

14 amfenided by stfiking oat "wid wls?! and kiser-ting in hme 

15 ther-eo iiwide-w~s off sufwi-4ng di-,ofree-d wife's" 

16 -(4)- Seetieni 202 (-e)- of saeh Aet is futwthe* amfenided by 

17 atdding At the entd thereof the follewu:+ new pafagms{4: 

18 "-(4)- Ift the ease of any widow of sttfiviring di;oe-eed 

19 wife of an individu~al 

20 iL-(-) who man~fres anaethef kidii4dual and 

21 '±-4B) Whose wa**iage to th+e individtal refer*ed to 

22 in su~bpafgf ph-()-is teeinaiiifted bydivefee whieh 

23 oeeth-s withint 20O yeavs aftei- sueh m*ig 

24 the mfa**iage to the indivi4dmt4 f-efeffed to int safbpa~egFaph 

25 +(A+)sha44- fe*-the pur-poseis of petfag"aiph b(.-e deemed noet 
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to haive eeeufed. No beiefits shftU b-e payable indei thi~s 

siiseetien by I'easonf of the preeed~ig sentenee for anft­

month befere whiehe-ef of the felle-wi is the latest:i -() 

the month aftfti" the Rionth ifi whie the di-,or-ee ftefel'ed to 

in su(afgfah Bof the pi~eeediiig sefttenee oeear-s,_ -(ii)­

the twelfth month befee the month inl wh"e sueh widow of~ 

sttfiving diver-eed wife fi4es api~ieat~io for jpw-Veses of thi 

pa~fagmph-, or -(ii) the seeond month aft"f the moneth int 

whieh th~ii par-ag~faph is enaeted." 

(2) Paragraph (3) of section 202(e) of such Act is 

repealed. 

(3) Section 202 (e) of such Act is amended by redesig­

nating paragraph (4) as paragraph (3) and such para­

graph is further amended by striking out "widow" and in­

serting in lieu thereof "widow or surviving divorced wife"' 

and by striking out "widow's" and inserting in lieu thereof 

"widow's or surviving divorced wife's"~. 

(c) Section 216 (d) of suchl Act is amended to read as 

follows: 

"Divorced Wives; Divorce 

"(d) (1) The term 'divorced wife' means a woman 

div, reed from an individual, but only if she had been married 

to such individual for a period of 20 years immediately before 

the date the divorce became effective. 

" (2) The term 'surviving divorced wife' means a 
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woman divorced from an individual, who has died, but only 

if she had been married to the individual for a period of 20 

years immediately before the date the divorce became 

effective. 

" (3) The term 'surviving divorced mother' means a 

woman divorced from an individual who has died, but only if 

(A) she is the mother of his son or daughter, (B) she legally 

adopted his son or daughter while she was married to him and 

while such son or daughter was under the age of 18, (0) he 

legally adopted her son or daughter while she was married to 

him and while such son or daughter was under the age of 18, 

or (D) she was married to him at the time both of them 

legally adopted a-child under the age of 18. 

" (4) The terms 'divorce' and 'divorced' refer to a 

divorce a vinculo matrimonii." 

(d) (1) Section 202 (c) (1) of such Act is amended 

by striking out "divorced a vinculo, matrimonii," and insert, 

ing in lieu thereof "divorced,". 

(2)(A) Subsections (d)(6)(A), (f) (4) (A), and
 

(h)(4)(A) of section 202 of such Act are each amended 

by inserting "(b)," before "(e)," 

(B) Subsections (b)and (c). of section 216 of such 

Act are each amended by striking out "(e)or" and inserting 

inlieu thereof " (b), (e),or". 

ll.R. 6675-9 
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1(3) Subparagraph (A) of section 202(g) (1) of such 

2 Act is amended by striking out "has not remarried" and 

3 inserting in lieu thereof "is not married". 

4 -(-3) (4) Subparagraph (F) of section 202 (g) (1) of 

5 such Act is amended to read as follows: 

6 "(F) in the case of a surviving divorced mother­

7 " (i) at the time of such individual's death (or, 

8 if such individual had a period of disability which 

9 did not end before the month in which he died, at 

10 the time such period began or at the time of such 

11 death) ­

12 " (I) she was receiving at least one-half of 

13 her support, as determined in accordance with 

14 regulations prescribed by the Secretary, from 

15 such individual, or 

16 ic(II) she was receiving substantial con­

17 tributions from such individual (pursuant to a 

18 written agreement) , or 

19 "(III) there was a court order for sab­

20 stantial. contributions to her support from such 

21 individual, 

22 " (i) the child referred to in subparagraph (E) 

23 is her son, daughter, or legally adopted child, and 

24 NOii the benefits referred to in such subpara­
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1 graph are payable on the basis of such individual's 

2 wages and self-employment income,". 

3 -(4)- SeetieR 2 02 (g)- of sueh Aet is anmended by adding 

4 the following -Bew paragiftph-* 

5 L±-4 kn the ease of ffliy widow of stirvk4ng divxofeed 

6 njotheji 

7 " (A)- who maffi~es allothef nivdn and 

8 iafB+) whose mari4age toe the iftdMd~tw i'efenred to 

10 eeenifs within 2-0 yeairs afte* stielimh ~ g 

11 the marriage to the indi-i-dn ireferred to inspagrh 

12 +(A+)shaI1.- fo* the ptr~poses of paragraph -(4-) be deemied net 

13 to have oeetirred. No benefits sha]I be patyable tandef this 

14 subseetion by ireason of the preeeding seiitence fo* anfiy month 

15 pfeio to whiehevzi of the followin is the latest-i -() the 

16 monith after the month in which the div~efee r'efeirred to in 

17 sup{gah-B+)of the pfeeeding sentence eeeufs, -f i) the 

18 t-welfth month before the oneth in whieh ffHch widow of~sf­

19 vivizin diveced Riothc filee application fof piurpeses of this 

20 paa~ ,eof -il the seeendmentafter themonth in 

21 which this paarpis enaeted." 

22 (5) Section 202 (g) of such Act is further amended 

23 by striking out "former wife divorced" each place it appears 

24 and inserting in lieu thereof "surviving divorced mother". 
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(6) Section 203 (a) of such Act (as amended by 

section 301 (c) of this Act) is'amended by striking out the 

period at the end of the first sentence and inserting in lieu 

thereof ",or" and by adding the following new paragraph: 

"(3) when any of such individuals is entitled to 

monthly benefits as a divorced wife under section 

202 (b) or as a surviving divorced wife under section 

202 (e) for any month, the benefit to which she is en­

titled on the basis of the wages and self-employment in­

come of such insured individual for such month shall be 

determined without regard to this subsection, and the 

benefits of all other individuals who are entitled for such 

month to monthly benefits under section 202 on the 

wages and self-employment income of such insured in­

dividual shall be determined as if no such divorced wife 

or surviving divorced wife were entitled to benefits for 

such month." 

(7) Section 203 (c) (4) of such Act is amended by 

striking out "former wife divorced" and inserting in lieu 

thereof "surviving divorced mother". 

(8), Section 203 (d) (1) of such Act is amended by 

striking out "wife," and inserting in lieu thereof "wife, 

divorced wife,". 

(9) The second sentence of section 205 (b) of such 

Act is amended by striking out "wife, widow, former wife 
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1 divorced," and inserting in lieu thereof "wife, divorced wife, 

2 widow, surviving divorced wife, surviving divorced mother,". 

3 (10) Section 205 (c) (1) (C) of such Act is amended 

4 by striking out "former wife divorced," and inserting in lieu 

5 thereof "surviving divorced wife, surviving divorced 

6 mother,". 

7 (11) Section 222 (b) (3) of such Act is amended by 

8 inserting "divorced wife," after "wife,". 

9 (12) Paragraph(3) of section 202(g) of such Act is 

10 repealed. 

11 (13) Section . 2 0 2 (g) of such Act is amended by reclesig­

12 nating paragraph (4) as paragraph (3). 

13 (e) The amendments, made by this section shall be appli­

:14 cable with respect to monthly insurance benefits under title 

15 II of the Social Security Act beginning with thb second 

16 month following the month in which this Act is enacted; 

17 but, in the case of an individual who was not entitled to a 

18 monthly insurance benefit under section 202 of such Act. 

19 for the first month following the month in which this Act 

20 is enacted, only on the basis of an application filed in or 

21 after the month in which this Act is enacted. 

22 TRANSITIONAL INSURED STATUS 

23 SEC. 309. (a) Title 1I of the Social Security Act is 

24 further amended by adding at the end thereof (after the new 
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1 section 226 added by section 101 of this Act) the following 

2 new section: 

3 "TRANSITIONAL INSURED STATUS 

4 "SEC. 227. (a) In the case of any individual who attains 

3 the age of 72 before 1969 but who does not meet the re­

6 quiremnents of section 214 (a) , the 6 quarters of coverage 

7 referred to in so much of paragraph (1) of section 214 (a) 

8 as followNs clause (C) shall, instead, be 3 quarters of cover­

9 age for purposes of determining entitlement of such individual 

10 to benefits under section 202 (a) , and of his wife to benefits 

11 under section 202 (b) , but, in the case of such wife, only if 

12 she attains the ,age of 72 before 1969 and only with respect 

13 to wife's insurance benefits under section 202 (b) for and 

14 after the month in which she attains such age. For. each 

15 month before the month in which any such individual meets 

16 the requirements of section 214 (a) , the amount of his old­

17 age insurance benefit shall, notwithstanding the provisions of 

18 section 202 (a), be $35 and the amount of the wife's insur­

119 ance benefit of his wife shall, notwithstanding the provisions 

20 of section 202 (b) , be $17.50. 

21 " (b) In the case of any individual who has died, who 

22 does not meet the requirements of section 214 (a), and whose 

23 widow attains age 72 before 1969, the 6 quarters of cover­

24 age referred to in paragraph (3) of section 214 (a) and in 

25 so much of paragraph (1) thereof as follows clause (C) 
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shall, for purposes of determining her entitlement to widow's 

insurance benefits uinder section 202 (e) , instead be­

" (1) 3 quarters of coverage if such widow attains 

the age of 72 in or before 1966, 

" (2) 4 quarters of coverage if such widow attains 

the age of 72 in 1967, or 

"c(3) 5 quarters of coverage if such widow attains 

the age of 72 in 1968. 

The amount of her widow's insurance benefit for each month 

shall, notwithstanding the provisions of section 202 (e) (and 

section 202 (in) ), be $35. 

" (c) In the case of any individual who becomes, or 

upon filing application therefor would become, entitled to 

benefits under section 202 (a) by reason of the application 

of subsection (a) of this section, who dies, and whose widow 

attains the age of 72 before 1969, such deceased individual 

shall be deemed to meet the requirements of subsection (b) 

of this section for purposes of determining entitlement of such 

widow to widow's insurance benefits under section 202 (eW." 

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

apply in the case of monthly benefits under title II of the 

Social Security Act for and after the second month follow­

ing the month in which this Act is enacted on the basis 

of applications ifiled in or after the month in which this Act 

is enacted. 
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1 INCREASE IN AMOUNT AN INDIVIDUAL IS PERMITTED TO 

2 EARN WITHOUT SUFFERING FULLJT DEDUCTIONS FROM 

3 BENEFITS 

4 SEC. 310. -(-a)- P+Xfgi'ap1h -(3.) o seetimi 209 (f)- of the 

5 Soeial &-eefity Aet is 9fmefded by s~tfkig etiit 4$50,0 

6 whef-eve itapjpeatrs thefeiti aiid insei-ting ift lieui ther-eo 

7 ±411 2 ' 

8 (a)(1) Paragraphs (1), (3), and (4) (B) of sub­

9 section (f) of section 203 of the Social Security Act are 

10 each amended by striking out "$100" wherever it appears 

ii therein and insertingin lieu thereof "$150". 

12 (2) The first sentence of paragraph (3) of such sub­

13 section (f) is amended by striking out "$500" each place 

14 it appears therein and inserting in lieu thereof "$1,200". 

15 (3) Paragraph (1) (A) of subsection (h) of section 

16 203 of such Act is amended by striking out "$100" and­

17 inserting in lieu thereof "$150".
 

18 (b) The amendments made by subsection (a) shall
 

19 apply with respect to taxable years ending after December
 

20 31, 1965.
 

21 COVERAGE FOR DOCTORS OF MEDICINE
 

22 SEC. 311. (a) (1) Section 211 (c) (5) of the Social
 

23 Secarity Act is amended to read as follows:
 

24 " (5) The performance of service by an individual
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in the exercise of his profession as a Christian Science 

practitioner." 

(2) Section 211 (c) of such Act is further amended by 

striking out the last two sentences and inserting in lieu 

thereof the following: "The provisions of paragraph (4) or 

(5) shall not apply to service (other than service performed 

by a member of a religious order who has takes) a vow of 

poverty as a member of such order) performed by an in­

dividual during the period for which a certificate filed by 

him under section 1402 (e) of the Internal Revenue Code 

of 1954 is in effect." 

(3) Section 210 (a) (6) (C) (iv) of such Act is 

amended by inserting before the semicolon at the end thereof 

the following: ", other than as a medical or dental intern 

or a medical or dental resident in training". 

(4) Section 210 (a) (13) of such Act is amended by 

striking out all that follows the first semicolon. 

(b) (1) Section 1402 (c) (5) of the Internal Revenue 

Code of 1954 (relating to definition of trade or business) is 

amended to read as follows: 

" (5) the performance of service by an individual 

in the exercise of his profession as a Christian Science 

practitioner." 

(2) Section 1402 (c) of such Code is further amended 
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by striking out the last two sentences and inserting in lieu 

thereof the following: "The provisions of paragraph (4) or 

(5) shall not apply to service (other than service performed 

by a member of a religious order who has taken a vow of 

poverty as a member of such order) performed by an in­

dividual during the period for which a certificate filed by 

him under subsection (e) is in effect." 

(3) (A) Section 1402 (e) (1) of such Code (relating 

to filing of waiver certificate by ministers, members of reli­

gious orders, and Christian Science practitioners.) -is amended 

by striking out "extended to service" and all that follows and 

inserting in lieu thereof "extended to service described in 

subsection (c) (4) or (c) (5) performed by him." 

(B) Clause (A) of section 1402 (e) (2) of such Code 

(relating to time for filing waiver certificate) is amended 

to read as follows: " (A) the due date of the return (includ­

ing any extension thereof) for his second taxable year ending 

after 1954 for which he has net earnings from self-employ­

ment (computed without regard to subsections (c) (4) and 

(c) (5) ) of $400 or more, any part of which was derived 

from the performance of service described in subsection (c) 

(4) or (c) (5) ;or". 

(4) Section 3121 (b) (6) (C) (iv) of such Code (re­

lating to definition of employment) is amended by inserting 

before the semicolon at the end thereof the following: 
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other than as a medical or dental intern or a medical or 

dental resident in training". 

(5) Section 3121 (b) (13) of such Code is amended 

by striking out all that follows the first semicolon. 

(c) The amendments made by paragraphs (1) and 

(2) of subsection (a), and by paragraphs (1), (2), and 

(3) of subsection (b), shall apply only with respect to 

taxable years ending on or after December 31, 1965. The 

amendments made by paragraphs (3) and (4) of subsection 

(a), and by paragraphs (4) and (5) of subsection (b), shall 

apply only with respect to services performed after 1965. 

GROSS INCOME OF FARMERS 

SEC. 312. (a) The second sentence following paragraph 

(8) in section 211 (a) of the Social Security Act is amended 

by striking out "$1,800" each place it appears and inserting 

in lieu thereof "$2,400", and by striking out "$1,200" each 

place it appears and inserting in lieu thereof "$1,600". 

(b) The second sentence following paragraph (9) in 

section 1402 (a) of the Internal Revenue Code of 1954 (re­

lating to net earnings from self-employment) is amended 

by striking out "$1,800" each place it appears and inserting 

in lieu thereof "$2,400", and by striking out "$1,200" each 

place it appears and inserting in lieu thereof "$1,600". 

(c) The amendments made by this section shall apply 
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only with respect to taxable years beginning after December 

31, 1965. 

ee-OV e-AOFTIP 

Sw,7 344, -(a)-(-1) Seetioff 209 of the Soeial Seeait*4y 

A-- saeddb P--m u h n us 

tieff +(j~-)- by str4kiing offt the pefio fft the effd of sffbseetioeH 

-(k+ ftidnser-tigini I hereo fLofofi",by adifHi­

ffie4ifbtely ft-e* su eeo -(k) the felle-whig fnew &A~seetieo-fi 

£(4}..(4} Tips paid in asmy mediuin othef thsmt eosh-; 

±"-(2 Ctash tips reeeised by ft- employee in any efhe+­

doti fflonth i-H th~e eouT-se of his employmeia by ftmf effjpleyer 

wiless the amewiti of stieh cash tips is $2.0 ow moe.e" 

42*) Seetion 24)9 of stieh Aet is fiwth-e+ affifded by 

addhng ftt the enA thefeof thes felowitg fie pafagm-fph 

i~ff pufposes of thi-s tite- tips f-eeeived by eff employee 

ifl the eour-se of his effiploymefat shfbl be eesmsider-ed feeme­

ftefatieft fef efliplyeyffle, Sffeh tips shallR be deemfed to be 

paid to the employee by the employef amd shAl be deemfed 

to be s~o paid at the time a wfitte-f Aftateffeiit ineisdisig sileh 

tips i-s famshed to the employef pur-miAt to seetien 64)53 (a)­

of the int~emal Rev'enfe Code of 4-95 orf -(f ie statemen4 

ioebaidhg swel tips is -so fttffished) At the timfe f-eeeived." 

-*) Seetiom 4&t of the IntemePA Reveflie Code of 195 

-(reWa~ to gea rule fff t&K-ftwe yea* of ifaeksiof)- is 
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1 edeby adding at the efid theireo tihe foelowing flew 

2 soetegon 

3 £L(4 Spoii Ru, o i~E H Tp.F pur­

4 poses of subseetioft -(e)-, tips iffektded inf a wfitteo statefnefft 

5 famished ain efftlplyef by ao eftilpkyee pffsiuaft to seetioo 

6 6063 (a) shell be deeffled to be f-eeei-ved at the tifi~e the 

7 vvr4tten statemneet itehudieg sa-eh tips is fufiiished to the 

8 emfploey&. 

9 -e)--(4 Seetieo 8102L of sti-eh Oode (-(elatiing to dedue­

10 ties*of ta fe* wages)- is aiffeftded by adding at the endoo 

11 ther-eef the fe~lewii-g eew sttbseetioo-* 

12 !LoSp~ciFA Rui~ F01 Tips. 

13 £L4 In the ease of tips w-hieh eoeistitute wwges, 

14 Rbsetef -(a)- she be &ppijeable m~y to sffeh tips as 

15 aiFe i-oektde4 i a wfitte1+ stiatemfeft ffflimshed to the eam­

16 pleyef put~suefat to seetion 60.53 (a4- aed eifly to the 

17 extent that eelleetiea eaen be itaade by the eiflployei, PAt 

18 fw afteif the tnii}e stteh statemfeft issoi ftifished aad be­

19 feife the elose of the 10th day f loewiag the ealendm 

20 motenth ia wh-ie the tis were i-eeei-iFed, by dedueting the 

21 anfloffiat of the ta*-- froa stleh wages of the emiployee 

22 j(exehiding tifwsy bftt ineeldie himds tfffle e-v- by the 

23 en+ployee to the efnpleyei paiwsuaat to pafagira4 +(2~)­

24 as aft under eonfaie4 of the efnployer­
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1.Q(2If the tanMim~posed by seetion.3101,withret­

2 speet to tips reeeived by atn employee dur-ing a calendatr 

3 month which are included in written statemaeits fur­

4 nlished to the emp+loyer puir-suantt to section 605&-(a),y 

5 exeeeds the wages of the employee 4cehtelding tips)­

6 fr~om which th-e employer is reqttired to colleet the ta* 

7 under parafgr-aph -(1)- the emiployee shal furfnish to the 

8 emlye oft or beforae the 10th daty of the followinig 

.9 mfonith anH amfouint of mfoney equal to the amfount of the, 

10 eszees-. 

11 if--34 The Secretatry or his delegate mayj- under­

12 regulattions prescribed -by him-, aathor-ize employers­

13 "-(A)- to estimate the atmontw of tips thatt will 

14 he reporte by the employee pursuant to section 

15 64063 in any quatrter of the catlendar yeatry 

16 "-fB)- to determine the atmount to be deduced 

17 upon eaceh patyment of watges -(exclusive of tips) 

18 durfin such quarter as if the tips so estimatted 

19 eofsiated the actual tips so reported, anfd 

20 "% to deduct upon any payment of watges 

21 -(other thanf tips)- to suchk employee durinRg such 

22 "~qartersuceh amountt as mafy be necessar-y to adjust 

23 th~e anoutff actualy deducted ufpon such wages of 

24 the e iployee during the qtiarter to the amounmt re­
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1 qfired te be dedueted diffng the quaffle~Witet 

2 fegaf~to thi pet~agma~h. 

3 -(-2--4e seeoad seiitenee of seetieft 8402-(a) of buek 

4 Goed is aiiended by kisee4if-g b~efre the per4ed at the end 

5 ther-ee the fe14ewkifg- ftn eaf emaployer whe is, fffnished 

6 by vea effi-peyee a wii4tef statement of tips -(reeeived if ft 

7 eolenda meath)- p tffupt te seetieii 6O58-(a)- to whieb 

8 +I-ar~(2+-(B) of seetien M12-(-a) is aipplieable ffa-y 

9 deduet an aimeott eqffi-vadent to stieh te*x vith respeet to stieh 

10 tips from eay wages of the empkoyee -feyeehsiive 4 tiVp4) 

11 ifidef his eefltfol, even thoagh at the titae seh stateffient is 

12 fuimished the tota afnotm 

13 fttii~shed to the emapkyer 

14 emfployee ija stteh eelendss 

15 ployment by sueh ewpleyei 

16 *~ Seti 3424 ()-

17 tie* 4f wages inde~the 

of the tips ifteladed ift stateflieffts 

as hav4ng beefi i-eeeived by the 

month ift the eotffse of his em-

is less theaH $20". 

of sfh Code (-eleAia to defraj-

FedeffAl bisu-aaee Centiibitiefts 

18 A4) is mendede wby str4king efta !iT at the eftd of patm­

19 graph -(-10) , by stfikin~eta the pei4e4 at the end (4 pafa­

20 gf-h " afditertingi ieusea4±ieo panfd by 

22 " *2) A± tis paid iii aiy meditim ethef thea 

23 emill 

24 4B eeas tips ireeeiited :by aft employee i ay 
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eo~eeh ffonth if the eeoifse of his eiiploymieftt by anf 

employe* updess the amount of 6eah ea-sh tips is *2 

or mofe&p 

-(4) Seetion M21 of ech Gode is fur-thef- a-mended by 

adding at the end4 theireof the followiing new subseetioi-~ 

~ ~ Tip~s.-Fo jpu sees of thi ehaptei~ tips feeeived 

-byfn ef loyee ifttheeeotise ofhis effploymienttehAll e 

eonsidefed Jcfxtttrftifemploymentt-fof Sfth tips shall 

be deemed to be paid to the employee by the empkoyer, 

aznd shell be deemed to be soe paid at the time a written 

statement ineluding stieh tips is ftunished to th~e employer 

ptfsant to 'seetion 60 (-E)-of~-(-f no statement ineluding 

suc-h tips is so fiumished* at the timfe i*eeeiited. 

([) (41). Seetiont .4041 of stteh Gode -(reating to defi­

iaitioiis foir puipeses of eollecting incoeme tpN: at seth-ee on 

wages)- is amiended by adding att the end ther~ef the fol 

lowinfg iew siubseeiftn-~ 

TEffS.-4oi pu poses of sabseetion -()~the terffm 

waes includies tips reeeived by aft employee ift the eofs 

of his eRmploynffieft-. Stieh tips shoAl be deemed to be paid 

to the em~ployee by the emnployer- anRd shall be deemed to 

be fo pftid at the time a wfitten statemfenit inieldig suceh 

tips is fam~ished to the empleyef p~ursuant to section 6O0.3-(a-) 

or-(ifnostatementtfeltdimgsaeh tijpsis so ftmished) att 
the time Feeei~e.Z.~, 
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I -(-2}See44et 3404-(a)- of sueh Code -(relhtiing te delfin ­

2 tieft of wages for~pu*poses of eelleetiffgg hieoime ta* ti 

3 setiee.) is affeiided by str-ikiig outi +~ofL fft the eftA of 

4paFtagfaphI 4q)ft*d iseetisg ii+ eI" ther~e4f Aik'Lb 

5 iftgett the pefiod ftt the e~i:d of pftag faph -(12} mA~ iffset­

6 ifg ifliei there4~eo f2 y stfikieg efit thePeriod ft the 

7 eft4 of jpafagfeph -(4 mA thefe4f of:13H4 sef~t4+g ift Iie-

8 a-i4 by ftddift 4tter pmtyfgwfap +-(4*) the fe11*wifig ftew 

10 estips ift ftfiyffiediaRi~othef thm+t eaah-; 

11 fts ecash tips to ffn employee hif my ealfid rd 

12 eno-th hi- th~e eottfse of hi~s effiploymiefft by afit emcployeF 

13 "luess th+e amowit of ffliek eash tip~s is "2P ofe i-re. 

14 *6)- Stthseetie't++-a- of seethio g4W of saeh "ee 

15 (!elatfi~g to hifeoffie tw: celeoeted at setifee)- is, ft~faeeded by 

16 sfiki'ttig 4 "s bsetie'ti -(j tfaid inqAtheg iff lieathei-e4 

17 ~stt13seetiofis -# ff.-id -(k)2 

18 *--seetie't 34,2 of sttek GIede is ffffthef arneide-d b-y 

19 ddnfthenefd thei-4 the fe~oewh+ Hew stibseetioti: 

20 "4k) T~ps.-T the eatse of tips whieh eoftstittite wages, 

21 sabseetien -(a) shall b-e atpplicbe" otly to s'twh tips as,, fte 

22 ifehided int a wfitten statemenit fu*rnished to the effpleyef 

23 pusit~ tosetion 6o53 (a),~and only to the earten thatt 

24 the tax eonf be dedueted andt withheld by the e'tnployei-,fi t 
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1 ea tehe time gaeh sttm i ofmi~h ea*4 b4efo-e 

2 4the elese of the een ye&x ini whieb the enp4eyee *eie 

3 the tijps whiebh are ineluded in eaeh stateme~nt, fiem s&*eh 

4 wages of the enpleyee -(exgiadieg tps-, bi~t iftelidifig fHm4s 

ttmned oer-e by the e~pleyee toe the eimploye ff tehe jpif­

7 eefites 4f the effployer; aft4 se effployer we ims itimished 

8 by af emploeyee a vaitef st~emei 4 tips -(eeeived in a 

9 ealefid4 month4- puIIaaint to s~eetio 60-f(a)- to whie 

pffag-(p) 444+*o s~eeion 84O-(a) is eappieable may 

11 4d+edue and wk'bhhe the temx with r-espeet toe aeti tips fiom 

12 ary wages of the emplkyee -(eeluiftn tir#) tmdei his 

13 eoetro4 even theiug at the time siea stfaemen is ffemishe 

14 the etoW ffiftooi of the tips ineladed iie ste~ffemnts ffemiee 

t~o the employer as havine been reeeived by the empleyee 

16 inso eed Rot Rteeus fhsefpofif by 

17 suek effployer- is kess thmi $OD- Sff&h i shAd Rot ait afty 

18 tifi 4e dediaet~ed and with-held ift an ameaimt wlhie eyreeeds 

19 the o sac4 wages and fumds aiifis anfy to& ie-,4bgeg 

quir-ed by seetion 34O2(a)4 to be eelleeted from m-eh 

21 wages., 

22 -(e.).(4} Seetiei+ 6f0a)-( of sehie God -(relatinig to 

23 pe49ff)ep-ye.is ae by adig Athe en4 

24 thereof the folwige new seteee !i the eas of tips 

reeeivedby anemloyee iinthe eoufs of bi emlyei 

26 the awmouts required to be se by -(-4- hal 
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.1 hiehade only stieh tips als ffe iffehtded ift stalefei~iets fiwniished 

2 to the emaploye pum-staftf to seetiei 6"-3-ft)-j ftii4 the 

3 amounts ireqIifed to be sho-wi by ~paffg~aph -(4-5.- hall iiieliade 

4 eoal stteh tips as atfe repomted by th-e eiipleyee to th+e em-i 

5 pkeye~pfffswaait to seetioft0-(h­

6 (2)(~4) Subp tft I4 at 1ofhapte Ao 

7 ehaptei 46I of sitel Cod -(rfetkil, to~ii~fff~tk)+t regft4iiig 

8 weges paid efiloyees).) is aiien~de by a 4i~a the eftd 

9 thereef the foib-whig niew seetionm~ 

10 "SC 605&M REPORTING OF T4IPS 

11 f(-a- Ewfy efn~ploeyee who,- ini thie eoimffse of his emiploy­

12 mfeiit -by anf empl~oyef, feeei-ves int anHy eaileiidfti~ onith tips 

13 whieh atfe wag,,es -(-a de44+*ed in seetien 34-24-(a) Of seetion 

14 34q1 a)+ shAAl yepeft all stteh tips int one of' ffirne wri-tete 

15 state enits ftnmi hed to his efinplawe on of befofe the 1-0th 

16 da-y followin-go swfel Hi~i th7 Sfieh statemfents shatll be fur-­

17 nished by-the em~ployee tinder sffeh ieikaos 3 t st"e other. 

18 timies befei~e stiteh 4.LOth daty- an4 ~in sa" "foi'mAand nfinnef- ats 

19 ffay be pfese &bed y the Seecretary or his 4ek-ate~ 

20 F-{)-foPurposes Of seeios 42(e) &4-6P 

21 . f(-i-a 64561--e)- tips P"reee 4eiin an~y etlendar month shall 

22 be eosi,-dered reported purfstiant to this seeti-of only if they 

23 af kieluded in stteh at statemaent famffished to the empl+oyer ont 

24 of before the 1-0th da-y followinig suteh month ad Only to. 

25 the e~etet that the tft;- iffposed wit respeet to stieh ti-ps 
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1 by seetien 84OI eaft be eeileeted by the emploeye wider 

2 seetion 31O2.-" 

3 {BF+ The tabl of seetions fe*f sefh siipe~t Q is amended 

4 by addiing at the end thereef the following-

ESee- 6068. Reporting e4 tips&21 

5 +3* Seetion 66W of stash God (-(elatiig to failte to 

7 si~seettie -(.e)- a-s subseetion (4)-a-Rd by iflser-iiig afther sub­

8 seto 4h* the fellowing new snlbseetien: 

9 £Lqe) FAIEunE 4o RTEPeiRT TPS-J the ease of tips 

10 to wnh" seetion 6O53 (a)- applies, if the employee fails to 

11 re~pei4 any of suteh tips to the effiployef pufstiant to seetieii 

12 6O&3 (b) u-ptiloss it is shown that such faiinmfe is dnie to 

13 ireasonable eaimse a-Rd not 4ffe to wvillfil neglect, thece sh~ll 

14 be paidhy the effleyee iftadditieiito the taeimposed by 

15 seetion 8-I01 with fespeet to the aimount of the tips whieh 

16 he %ofail to Feepot, "afflointequal to seh tea," 

17 -() Seetioii 34114ofsteh God -(r-elatifg to fate of ta* 

18 on emnpleyers tnde* the Feder-al insilfanee ContibiAieons 

19 A~et)- as, amended by seetio** 84 of thi A-et-, is amended 

20 by adding at the effd ther-eof the following new si4seetioti: 

21 'i-(o)Tns.-in the ease of tips whieh eoestitiate wages, 

22 the ta* imposed by thi seetion shagl be applieable oftly to 

23 simek tips as afe fepom-ted by the eflployee to the tftnpayef 

24 plmfsaint to seetion 6O68 (b) 
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T()-he mmnmnsBadeby thi-s seetioti shall a~pply 

o*l w"t fespeet to tips i'eeeived by employees aft~er 4t96f 

COVERAGE 011' TIPS 

Swc. 313. (a) Section 211 (c) of the Social Security 

Act, as amended by section 311 of this Act, is amended by 

adding at the end thereof the following new sentence: "The 

provisions of paragraph (2) shall not have the effect of ex­

cluding cash tips received by an employee in the course of 

service which constitutes employment under this title, on his 

own behalf and not on behalf of another person, from 'net 

earnings from self-employment'; except that (i) this sentence 

shall not apply in the case of tips which constitute remunera­

tion for employment under this title, and (ii) in applying 

subsection (a) with respect to tips to which this sentence is 

applicable, only the deductions attributable to such tips shall 

be taken into account." 

(b) Section 1402(c) of the Internal Revenue Code of 

1,954 (relating to definition of trade or business), as amended 

by section 311 of this Act, is amended by adding at the end 

thereof the following new sentence: "The provisions of para­

graph (2) shall not have the effect of excluding cash tips 

received by an employee in the course of service which consti­

tutes employment under chapter 21, on his own behalf and 

not on behalf of another person, from 'net earningsfrom self­
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employment'; e~xcept that (i) this sentence shall not apply 

in the case of tips which constitute remunerationfor employ­

ment under chapter 21, and (ii) in applying subsection (a) 

with respect to tips to which this sentence is applicable, only 

the deductions attributable to such tips shall be taken into 

account." 

(c) The amendments made by this, section shall apply 

only with respect to taxrable years beginning after December 

31, 1965. 

INCLUSION OF ALASKA *'.D KENTh. . .. AMONG STATES 

PERMITTED TO DIVIDE THEIR RETIREMENT SYSTEMS 

Sr4)e &4-4 The flis4~seieneee of seetief 218d 6)-(f17' 

of the Seei& Seeuit-y A-et is afi~ended­

-(1+ by iiaerefitig "Ma~ska," b~efoe "CoX4iefeifl'­

ie 

by inser-tin* "Keitaeky.. b~efee "Massaehu, 

setts". 

SEC. 314. The first sentence of section 218(d) (6) (C) 

of the Social Security Act is amended by inserting "Alaska," 

before "California". 

ADDITIONAL PERIOD FOR ELECTING COVERAGE UNDER 

t)IVIDED RETIREMENT SYSTEM 

SEC. 315. The first sentence of section 218 (d) (6) (F) 

of the Social Security Act is amended by striking out "1963" 

and inserting in lieu thereof "1967". 
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EMPLOYEES OF N~ONPROFIT ORGANIZATIONS 

S~c. 316. (a) (1) Section 3121 (k) (1) (B) (ill) of 

the Internal Revenue Code of 1954 (relating to effective 

date of exemption of religious, charitable, and certain other 

organizations) is amended to read as follows: 

" (iii) the first day of any calendar quarter 

preceding the calendar quarter in which the cer­

tificate is filed, except that such date may not 

be earlier than the first day of the twentieth calen­

dar quarter preceding the quarter in which such 

certificate is ifiled." 

(2) The amendment made by paragraph (1) shall 

apply in the case of any certificate filed under section 3121 

(k) (1) (A) of such Code after the date of the enactment 

of this Act. 

-(.1+) Seetieii M124-(k)-(4)- o stieh C~ode (-(e~stit~to 

wai-zef of exempti~+ by ireligi**is,~oAR4to1, ftnd eei4vin 

othe* efga-iz~itieo is Aie-heef efiended by addinig ft the eind 

theireof dhe follow41g ~Ifew " ftg h­

" (1f)~Aft organfizationt whieh ifiles a, eeftifweate 

hd tbaga-h++bfe496 ffyand 

sueh ee~4ifieate dthring I9~6 of lo"(to fftake, the 

ee~4ifeate effeetitio with the fif-st 4fty of af+fy ealo4ftfa 

qiuaer-e preeeding the quaaIer fef whiek sueh eef­
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1 tiflea-te efiagiffiy beetkime effeepive, exeep~dihft saeb 

3 twefttieth eadefiAd quftitef pf-eeedinr the qufte~it 

4 whiebh sueh ee~fifieate is so affefnde&." 

(b) Section 3121(k) (1) of such Code (relating to 

6 waiver of exemption by religious, charitable, and certain 

7 other organizatiov's) is further amended by adding at the 

8 end thereof the following new subparagraph: 

9 "(H) An organization which files a certificate, 

under subparagraph (A) before 1966 may amend 

11 such certificate du-ring 1965 or 1966 to make the 

1L2 certificate effective with the first day of any calendar 

13 quarter preceding the quarter for which such cer­

14 tificate originally became effective, except that such 

date may not be earlier than the first day of the 

16 twentieth calendar quarter preceding the quarter in 

17 which such certificate is so amended. If an organi­

18 zation amends its certificate pursuant to the preced­

19 ing sentence, such amendment shall be effective with 

respect to the service of individuals who concurred 

21 in the filing of such certificate (initially or through 

22 the filing of a supplemental list) and who concur 

23 in the filing of such amendment. An amendment to 

24 a certificate filed pursuant to this subparagraphshall 

be filed with such offi-cial and in such form and 
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manner as may be prescribed by regulations made 

under this chapter. If an amendment is filed pur­

suant to this subparagraph­

"(i) for purposes of computing interest and 

for purposes of section 6651 (relating to addi­

tion. to tax for failure to file tax ?return), the 

due date for the return and payment of the tax 

for any calendar quarter resulting from the 

filing of such an amendment shall be the last 

day of the calendarmonth followcing the calendar 

quarter in wvhich the amendment is filed; and 

"(ii) the statutory period for the assess­

ment of such tax shall not expire before the 

expiration of three years from such due date." 

(c) (1) Section 105 (b) of the Social Security Amend­

ments of 1960 is amended to read as follows: 

"(b) (1) If­

" (A) an individual performed service in the 

employ of an organization with respect to which 

remuneration was paid before the first day of the 

calendar quarter in which the organization filed 

a waiver certificate pursuant to section 3121 (k) 

(1) of the Internal Revenue Code of 1954, and 

such service is excepted from employment under 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

282 

section 210 (a) (8) (B) of the Social Security Act, 

" (B) such service would have constituted em­

ployment as defined in section 210 of such Act if 

the requirements of section 3121 (k) (1) of such 

Code were satisfied, 

" (C) such organization paid, on or before the due 

date of the tax return for the calendar quarter be­

fore the calendar quarter in which the organization 

filed a certificate pursuant to section 3121 (k) (1) 

of such Code, any amount, as taxes imposed by sec-­

tions 3101 and 3111 of such Code, with respect to 

such remuneration paid by the organization to the 

individual for such service, 

" (D) such individual, or a fiduciary acting 

for such individual or his estate, or his survivor 

(within the meaning of section 205 (c) (1) (C) of 

such Act), requests that such remuneration be 

deemed to constitute remuneration for employment 

for purposes of title II of such Act, and 

" (E) the request is made in such form and 

manner, and with such official, as may be pre­

scribed by regulations made by the Secretary of 

Health, Education, and Welfare, 

then, subject to the conditions stated in paragraphs (2), 

(3), (4), and (5), the remuneration with respect to which 
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the amount has been paid as taxes shall be deemed to con­

stitute remuneration for employment for purposes of title II 

of such Act. 

" (2) Paragraph (1) shall not apply with respect to 

an individual unless the organization referred to in paragraph 

(1) (A), on or before the date on which the request de­

scribed in paragraph (1) is made, has filed a certificate 

pursuant to section 3121 (k) (1) of such Code. 

" (3) Paragraph (1) shall. not apply with respect to 

an individual who is employed by the organization referred 

to in paragraph (2) on the date the certificate is filed. 

" (4) If credit or refund of any portion of the amount 

referred to in paragraph (1) (C) (other than a credit or 

refund which would be allowed if the service constituted 

employment for purposes of chapter 21 of such Code) has 

been obtained, paragraph (1) shall not apply with respect 

to the individual unless the amiount credited or refumnded 

(including any interest under section 6611 of such Code) 

is repaid before January 1, 1968, or, if later, the first day 

of the third year after the year in which the organization 

filed a certificate pursuant to section 3121 (k) (1) of such 

Code. 

" (5) Paragraph (1) shall not apply to any service 

performed for the organization in a period for which a 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

284
 

certificate filed pursuant to section 3121 (k) (1) of such 

Code is not in effect." 

(2) The amendment made by paragraph (1) shall 

take effect on the date of the enactment of this Act. The 

provisions of section 105 (b) of the Social Security Amend­

ments of 1960 which were in effect before the date of the 

enactment of this Act shall be applicable with respect to 

any request filed under section 105 (b) (1) of such Amend­

ments before such date. Nothing in the preceding sentence 

shall prevent the filing of a request under section 105 (b) (1) 

of such Amendments as amended by this Act. 

(d) If­

(1) an individual performed service with respect to 

which remuneration was paid before the date of enact­

ment of this Act by an organizationwhich, before such 

date, filed a waiver certificate pursuant to section 3121. 

(k) (1) of the InternalRevenue Code. 

(2) such service is excluded from. employment under 

title II of the Social Security Act but would not be ex­

cluded therefrom if the requirements of such section 

3121 (k) (1) had been met with respect to such service, 

(3) such service was performed during the period 

such certificate was in effect, and 

(4) such individual was listed pursuant to such sec­
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tion 3121 (k) (1) at any time during such period and 

before the date of enactment of this Act as an employee 

who concurred in the fl~ing of such certificate or such in­

dividual filed a request for coverage pursuant to section 

105(b) of the Social Security Amendments of 1960, as 

in effect prior to the enactment of this Act (but such list­

ing or request was not effective with respect to the service 

described above), 

then, subject to the conditions stated in subparagraphs (B), 

(C), (D), and (E) of paragraph(1), and paragraph(4), 

of section 105(b) of the Social Security Amendments of 

1960, as amended by this section, the remuneration of such 

individualwhich was paid with respect to such excluded serv­

ice shall be deemed to constitute remuneration for employ­

ment for purposesof such title IL. 

COVERAGE OF TEMPORARY EMPLOYEES OF THJE DISTRTCT 

OF COLUMBIA 

SEc. 317. (a) Section 210 (a) (7) of the Social Security 

Act is amended­

(1) by striking out "or" at the end of subpara~­

graph (B) , 

(2) by striking out the, semicolon at the end of 

subparagraph (C) (ii) and inserting in lieu thereof 

it,or", and 
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(3) by adding after subparagraph (C) the. follow-

tug new subparagraph: 

" (D) service performed in the employ of the Dis­

trict of Columbia or any instrumentality which is wholly 

owned thereby, if such service is not covered by a re­

tirement system established by a law of the United 

States; except that the provisions of this subparagraph 

shall not be applicable to service performed­

" (i) in a hospital or penal institution by a 

patient or inmate thereof; 

" (ii) by any individual as an employee in­

cluded under section 2 of. the Act of August 4, 

1947 (relating to certain interns, student nurses, 

and other student employees of hospitals of the 

District of Columbia Government; 5 U.S.C. 1052), 

other than as a medical or dental intern or as a 

medical or dental resident in training; 

" (iii) by any individual as an employee serving 

on a temporary basis in case of fire, storm, snow, 

earthquake, flood, or other similar emergency; or 

" (iv) by a member of a board, committee, or 

council of the District of Columbia, paid on a per 

diem, meeting, or other fee basis;:". 

(b) Section 3121 (b) (7) of the Internal Revenue Code 
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of 1954 (relating to certain services not included in defini­

tion of employment) is amended­

(1) by striking out "or" at the end of subpara­

graph (A) , 

(2) by striking out the semicolon at the, end of 

subparagraph (B) and inserting in lieu thereof '', or" 

and 

(3) by adding after subparazgraph (B) the fol­

lowing new subparagraph: 

" (C) service performed in the employ of the 

District of Columbia or any instrumientality which is 

wholly owned thereby, if such service is not covered 

by a retirement system established by a law of the 

United States: except that the provisions of this 

subparagraph shall not he app~licable to service 

performed­

" (i) in a hospital or penal institution by a 

patient or inmate thereof; 

" (ii) by any individual as an employee in­

cluded under section 2 of the Act of August 4, 

1947 (relating to certain interns, student nurses, 

and other student employees of hospitals of the 

IDistrict of Columbia Government; 5 U.S.C. 1052), 
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other than as a medical :or dental intern or as a 

medical or dental resident in training; 

" (iii) by any individual as an employee serv­

ing on a temporary basis in case of fire, storm, 

snow, earthquake, flood or other similar emergency; 

or 

"(iv) by a member of a board, committee, or 

council of the District of Columbia, paid on a per 

diem, meeting, or other fee basis;". 

(c) (1) Section 3125 of such Code (relating to returns 

in the case of governmental employees in Guam and Amer­

ican Samoa) is amended by adding at the end thereof the 

following new subsection: 

"(c) DISTRICT OF COLUMBIA.-Ih the- case of the 

taxes imposed by this chapter with respect to service per­

formed in the employ of the District of Columbia or in 

the employ of any instrumentality which is wholly owned 

thereby, the return and payment of the taxes may be made 

by the Commissioners of the District of Columbia or by 

such agents as they may designate. The person making 

such return may, for convenience of administration, effeetive 

w44 f-espeet to .r'eff'lmem-o paid b~efef 4-974, make make 

payments of the tax imposed by section 3111 with respect 

to such service without regard to the $5,600 U3 itatfien in 

seetien 3424-(a)(I-fl ~d. e"Weive with r-espeet tou meanlel'a 
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tiofi paidl afte* 1970, witei~ fega*rd tq the $6,600 limita­

2. tion in siieh section 3121 (a) (1).." 

3 (2) The heading of such section 3125 is 

4 amended by striking out "AND AMERICAN SAMOA" and in­

5 serting in lieu thereof ", AMERICAN SAMOA, AND THE 

6 DISTRICT OF COLUMBIA". 

7 (3) The table of sections for subchapter C of chapter 21 

8 of such Code (relating to general provisions for Federal In­

9 surance Contributions Act) is amended by striking out 

"Sec. 3125. Returns in the case of governmental employees 
in Guam and American Samoa.' 

10 anid inserting in lieu thereof 

"Sec. 3125. Returns in the case of governmental employees 
in Guam, American Samoa, and the District 
of Columbia." 

ii (d) Section 6205 (a) of such Code (relating to ad­

12 justment of tax) is amended by adding at the end thereof 

13 the following new paragraph: 

14 " (4) DISTRICT OF COLURMBIAAS EMPLOYER.-For 

15 purposes of this subsection, in the case of remuneration 

.16 received during any calendar year from the District of 

17 Columbia or any instrumentality which is wholly owned 

18 thereby, the Commissioners of the District of Columbia 

19 and each agent designated by them who makes a return 

20 pursuant to section 3125 shall be deemed a separate 

21 employer." 

HE.R. 6675-10 
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(e) Section 6413 (a) of such Code (relating to adjust­

ment of certain employment taxes) is amended by adding at 

the end thereof the following paragraph: 

" (4) DISTRICT OF COLUMBIA AS EMPLOYER.-For 

purposes of this subsection, in the case of remuner.­

ation received during any calendar year from the District 

of Columbia or any instrumentality which is wholly 

owned thereby, the Coimnissioners of the District of 

Columbia and each agent designated by them who 

makes a return pursuant to section 3125 shall be deemed 

a separate employer." 

(f) (1) Section 6413 (c) (2) of such Code (relating 

to applicability of special refunds to certain employment 

taxes) is amended by adding at the end thereof the follow­

ing new subparagraph: 

"(F) GOVERNMENTAL EMPLOYEES - IN THE 

DISTRICT OF COLUMBI[A.-In the case of remunera­

tion received from the District of Columbia or any 

instrumentality wholly owned thereby, during any 

calendar year, the Commissioners of the District of 

Columbia a~nd each agent designated by them who 

makes a return pursuant to section 3125 (c) shall, 

for purposes of this subsection, be deemed a sepa­

rate employer. " 

(2) The heading of such section 6413 (c) (2) is 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

291
 

amended by striking out "A"D AmERCAN ,SAMOA" and iii­

serting in lieu thereof ", AMERICAN SAMOA, AND THE MrS 

TRICT OF COLUMBIA". 

(g) The amendments made by this section shall apply 

with respect to service performed after the calendar quarter 

in which this section is enacted and after the calendax quar­

ter in which the Secretary of the Treasury receives a cer­

tification from the Commissioners of the District of Colum­

bia expressing their desire to have the insurance system! 

established by title II (and part A of title XVIII) of the 

Social Security Act extended to the officers and employees 

coming under the provisions of such amendments. 

COVERAGE FOR CERTAIN ADDITIONAL HOSPITAL 

EMPLOYEES IN CALIFORNIA 

SEc. 318. Section 102 (k) of the Social Security 

Amendments of 1960 is amended by inserting " (1) " imi­

mediately after " (k) ", and by adding at the end thereof 

the following new paragraph: 

" (2) Such agreement, as modified pursuant to para­

graph (1), may at the option of such State be further 

modified, at any time prior to the seventh month after the 

month in whic'h this paragraph is enacted, so as to apply 

to services performed for any hospital affected by such 

earlier modification by any individual who after December 

31, 1959, is or was employed by such State (or any politi­
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1 cal subdivision thereof) in any position described in para­

2 graph (1). Such modification shall be effective with re­

3 spect to (A) all services performed by such individual in 

4 any such position on or after January 1, 1962, and (B) 

5 all such services, performed before such date, with respect 

6 to which amounts equivalent to the sum of the taxes which 

7 would have been imposed by sections 3101 and 3111 of 

8 the Internal Revenue Code of 19.54 if such services had 

9 constituted employment for purposes of chapter-21 of such 

10 Code at the time they were- performed have, prior to the 

11 date of the enactment of this paragraph, been paid." 

12 TAX EXEMPTION FOR RELIGIOUS GROUPS OPPOSED TO 

13 INSURANCE 

14 SEC. 319. (a) Subsection (c) of section 1402 of the 

15 Internal Revenue Code of- 1954 is amended by striking out 

-16 "or" at the end of paragraph (4), by striking out the period 

17 at the end of paragraph (5) and inserting in lieu thereof 

18 " ; or", and by adding after paragraph (5) the following 

19 new paragraph: 

20 " (6) the performance of service by an individual 

21 during the period for which an exemption under subsec­

22 tion (h) is effective with respect to him." 

23 (b) Subsection (c) of section 211 of the Social Security 

24 Act is amended by striking out "or" at the end of paragraph 

25 (4), by striking out the period at the end of paragraph (5) 
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and inserting in lieu thereof "; or", and by adding after 

paragraph (5) the following new paragraph: 

" (6) The performance of service by an individual 

during the period for which an exemption under sec­

tion 1402 (h) of the Internal Revenue Code of 1954 

is effective with respect to him." 

(c) Section 1402 of the Internal Revenue Code of 1954 

is further amended by adding at the end thereof the following 

new subsection: 

"(h) MEMBERS OF CERTAIN REuL~oujs FAITHS.­

" (1) EXEMPTIoN.-Any individual may file an ap­

plication (in such form and manner, and with such offi­

cial, as may be prescribed by regulations under this 

chapter) for an exemption from the tax imposed by 

this chapter if he is a member of a recognized religious 

sect or division thereof and is an adherent of established 

tenets or teachings of such sect or division by reason of 

which he is conscientiously opposed to acceptance of the 

benefits of any private or public insurance which makes 

payments in the event of death, disability, old-age, or 

retirement or makes payments toward the cost of, or 

provides services for, medical care (including the bene­

fits of any insurance system established by the Social 

Security Act). Such exemption may be granted only 

if the application contains or is accompanied by­
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"(A) such evidence of such individual's mem­

bership in, and adherence to the tenets or teachings 

of, the sect or division thereof as the Secretary or his 

delegate may require for purposes of determining 

such individual's compliance with the precedingO 

sentence, and 

" (B) his waiver of-all benefits and other pay­

ments under titles II and XVIII of the Social Secu­

rity Act on the basis of his wages and self-employ­

ment income as well as all such benefits and other 

payments to him on the basis of the wages and self-

employment income of any other person, 

and only if the Secretary of Health, Education, and 

Welfare finds that­

" (C) such sect or division thereof has the estab­

lished tenets or teachings referred to in the preced­

ing sentence, 

" (D) it is the practice, and has been for a 

period of time which he deems to be substantial, for 

members of such sect or division thereof to make 

provision for their dependent members which in his 

judgment is reasonable in view of their general level 

of living, and 

" (E) such sect or division thereof has been in 

existence at all times since December 31, 1950. 
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1An exemption may not be granted to any individual if 

2 any benefit or other payment referred to in subpara­

3 graph (B) became payable (or, but for section 203 or 

4 222 (b) of the Social Security Act, would have become 

5 payable) at or before the time of the filing of such waiver. 

6 "(2) TIME FOR FILING APPILICATION.-For pur­

7 poses of this subsection, an application must be filed­

8 "(A) In the case of an individual who has 

9 self-employment income (determined without re­

10 gard to this subsection and subsection (c) (6) ) for 

11 any taxable year ending before December 31, 1965, 

12 on or before April 15, 1966, and 

13 " (B) In any other case, on or before the time 

14 prescribed for filing the return (including any exten­

15 sion thereof) for the first taxable year ending on or 

16 after December 31, 1965, for which he has self­

17 employment income (as so determined). 

18 " (3) PERIOD FOR WHICH EXEMPTION EFFIEC­

19 TIVE.-An exemption granted to any individual pur­

20 suant to this subsection shall apply with respect to all 

21 taxable years beginning after December 31, 1950, ex­

22 cept that such exemption shall not apply for any taxable 

23 year­

24 " (A) beginning (i) before the taxable year in 
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which such individual first met. the requirements -of 

the first sentence of paragraph (1) , or (ii) before 

the time as of which the Secretary of Health, Edu­

cation, and Welfare finds that the, sect or division 

thereof of which such individual is a member met 

the requirements of subparag-raphs (C) and(D) 

or 

"(B) ending (i) after the time such individual 

ceases to meet the requirements of.-the first sentence 

of paragraph (1), or (ii), after the time as of which 

the Secretary of Health, Education, and Welfare 

finds that the sect or division thereof of which he is 

a member ceases to meet the requirements of sub­

paragraph (C) or (D). 

" (4) APPLICATION BY FIDUCIARIES OR S1JR­

vivoRs.-In any case where an individual who has self-

employment income dies before the expiration of the 

time prescribed. by paragraph (2) for filing an appli­

cation for exemption pursuant to this subsection, such 

an application may be filed with respect to such indi­

vidual within such time by a fiduciary acting for such 

individual's estate or by such individual's survivor 

(within the meaning of section 205 (c) (1) (C) of the 

Social Security Act) ." 
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(d) Section 202 of the Social Security Act is amended 

by adding at the end thereof the following new subsection: 

"Waiver of Benefits 

"(v) Notwithstanding any other provisions of this title, 

in the~case of any individual who files a waiver pursuant 

to section 1402 (h) of the Internal Revenue Code of 

1954 and is granted a tax exemption thereunder, no bene­

fits or other payments shall be payable under this title 

to him, no payments shall be made on his behalf under 

part A of title XVIII, and no benefits or other payments 

under this title shall be payable on the basis of his wages 

and self-employment income to any other person, after the 

filing of such waiver; except that, if thereafter such indi­

vidual's tax exemption under such section 1402 (h) ceases 

to be effective, such waiver shall cease to be applicable in 

the case of benefits and other payments under this title and 

part A of title XVIII to the extent based on his self-em­

ploymnent income for and after the first taxable year for 

which such tax exemption ceases to be effective and on his 

wages for and after the calendar year (if any) which begins 

in or with the beginning of such taxable year." 

(e) The amendments made by this section shall apply 

with respect to taxable years beginning after December 31, 

1950. For such purpose, chapter 2 of the Internal Reve­
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nue Code of 1954 shall be treated as applying to all taxable 

years beginning after such date. 

(f) If refund or credit of any overpayment resulting 

from the enactment of this section is prevented on the date 

of the enactment of this Act or at any time on or before 

April 15, 1966, by the operation of any. law or rule of law, 

refund or credit of such overpayment may, nevertheless, be 

made or allowed if claim therefor is filed on or before April 

153, 1966. No interest shall be allowed or paid on any over­

payment resulting from the enactment of this section. 

INCREASE OF EAR.NINGS COUNTED FOR BENEFIT AND TAX 

PURPOSES 

SEC. 320. (a) (1) (A) Section 209 (a) (3) of the 

Social Security Act is amended by inserting "and prior to 

1966" after "1958". 

(B) Section 209 (a) of such Act is further amended by 

adding at the end thereof the following new pagf±aph-s 

paragraph:
 

" (4) That part of remuneration which, after remu­

neration (other than remuneration referred to in the 

succeeding subsections of this section) equal to $&".6OO 

$6,600 with respect to employment has been paid to an 

individual during any calendar year after 1965 ffidp4 f# 

to 4I-7-, is paid to such individual during such calendar 

yeaf ; year;". 
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1 ±Lf5) T2at part of .r-emulerai whieh, aftei'*emoii 

2 neratio ef-othe* th-af refntmratien referred to in the 

3 siueeeeding subseetieon of this see-on equal to $6,6O0 

4 wk4th ¶!espeet to eff 4*eyfinefft has beeft paid to an HA­

5 viduial diifing anliy eftlenda year fitef 4#-9.0- is paid to 

6 stteh in4ividiaO durin*g su~eh ealenda* yearj!". 

'7 (2) (A) Section 211 (b) (1) (C) of such Act is 

8 amended by inserting "and prior to 1966" after "1958", and 

9 by striking out "; or" and inserting in lieu thereof "; and". 

10 (B) Section 211 (b) (1) of such Act is further amended 

11 by adding at the end thereof the following new subpafa­

12 grftphe subparagraph: 

13 " (D) For any taxable year ending after 1965 afid 

14 prioe to 49.7-1 -( $5,600 (i) $6,600, minus (ii) the 

15 amount of the wages paid to such individual during the 

16 taxable year; eand or". 

17 Fo any ta~able yiear efding after -97 4070­

18 86-,00;,miins {ii the ftmtfi4 of the wages paid to wueh 

19 ij4Aidual d'cwin the taoable year;i er!L 

20 (3) (A) Section 213 (a) (2) (ii) of such Act is 

21 amended by striking out "after 1958" and inserting in lieu 

22 thereof "after 1958 and before 1966, or $~6O0 $6,600 in 

23 the case of a calendar year after 1965 and befere 197-1- or' 

24 $660 ina the ease of a, eakanda year afte* 1-970". 
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(B) Section 213 (a) (2) (iii) of such Act is amended 

by striking out "after 1958" and inserting in lieu thereof 

"after 1958 and before 1966, or $5,600 $6,600 in the case of 

a taxable year ending after 1965 a*4 b3efefe 4I97t, of $6,600 

i* the eatse of at ta~ifdbl yeaif endhg aft~ef 41970". 

(4) Section 215 (e) (1) of such Act is amended by 

striking out "and the excess over $4,800 in the case of any 

calendar year after 1958" and inserting in lieu thereof 

"the excess over $4,800 in the case of any calendar year 

after 1958 and before 4-9G66 1966 and the excess over $5600 

$6,600 in the case of any calendar year after 1965 ea4 befoee 

-9-74.9 anfd the eyeess ever-$6,600 ift the ea-se of any ealeiid7 

yeff afte* 1970" 

(b) (1) (A) Section 1402 (b) (1) (C) of the Internal 

Revenue Code of 1954 (relating to definition of self-employ­

ment income) is amended by inserting "and before 1966" 

after "1958", a~nd by striking out "; or" and inserting in 

lieu thereof "; and" 

(B) Section 1402 (b) (1) of such Code is further 

amended by adding at the end thereof the following new 

supfgmh ubparagraph: 

" (D) for any taxable year ending after 4-9,6 

antd befere f9-74- *() $5,66O7 1965, (i) $6,600, 

minus (ii) the amount of the wages paid to such 

individual during the taxable year; and4 or". 
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1 { i.foi may tea&MAe yeea' edng dtff 4-9-70 

2 -)-$6,600, Milifts -(i.) the ame~ of the wages 

3 paid to sueh iftdivi4*ia dffi~in the taamble yeaf;-ef2-. 

4 (2) -(A+)Section 3121 (a) (1) of such Code (relating 

5 to definition of wages) is am-ended by strfiking out "$4,800" 

6 each place it appears and inserting in lieu thereof ~$6O' 

7 "$6,600". 

8 (-B..) Effetive w" res t to ~ ~ pod akteef 

9 4#70,- seetise 34-24-(-a.)--(4 of stieh Po4e &s eme*4d4 

10 b ++ ths pfagaphis maieinde4 bys~pafgfaho 

11 stfiking oi4 i$5,600"Z e"e plaee it appeairs ead ifisei-ting 

12 ift lie, they-eef 46,O00, 

13 (3) -(A.) The second sentence of section 3122 of such 

14 Code (relating to Federal service) is amended by striking 

15 out "$4,800" and inserting in lieu thereof 45,00!" 

16 "$6,600". 

17 -(W)EMeetie with ifespeet to i-em ine-a~tiouf paid aft"f 

18 419*70 sueh seeotid seuntenee a~s amefde4 by sbag-p 

19 -(--o hsp&Fftgt-a&p is am~euiaed by stirikiug Omt 4s600w 

20 aff4 inseetiug in lieua thereo ~46,6O00" 

21 (4)+--A.) Section 3125 of such Code (relating to re­

22 turns in the case of govermnental employees in Guam and 

23 American Samoa) is amended by striking out "$4,800" 

24 where it appears in subsections (a) and (b) and inserting 

25 in lieu thereof 46,600t "$6,600". 
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-(s-P Effeetivze with i-espeet to mfffiereatief paid ft~ef 

4970, seetieft -345-of sus ede as smew~ed by sub­

-(faF~of this paifag~faph by striking+* is amieided 

out "85600" whefe it a*ppear-s ift sahseetions -(-a)- aiA-Rdi 

amA itser-ing if lie-a ther-eef 4±6,6O00. 

(5) Section 6413 (c) (1) of such Code (relating to 

special refunds of employment taxes) is amended­

(A) by inserting "and prior to the calendar year 

1966" alter "the calendar year 1958"; 

(B) by inserting after "exceed $4,800," the follow­

ing: "or (C) during any calendar year after the 

calendar year 1965 sadt pifiei te the ealenda yeaf 

f974, the wages received by him during such year 

eyceeed $5,600, ff -(W)dmrig safy esleiidf y-ear aftef 

the ealenda~year 4-970, the wages f-eeeized by him 

dtffing stteh y-ear exceed $6,600". 

(0) by inserting before the period at the end 

thereof the following': "and before 1966, or which ex­

ceeds the tax with respect to the first $~536O0 $6,600 of 

such wages received in such calendar year after 1965 

safd befefe 4-#74- or wh-ieh ex~eeeds the tax with fespeet 

te, the fitst $6.6Q0 of saseh wage +eeei*ed in sash 

effiledtaf y-eai afte* 47-97" 

(6) Section. 6413 (c) (2) (A) of such Code (relating 

to refunds of employment taxes in the case of Federal em­
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ployees) is amended by striking out ."or $4,800 for any 

calendar year after 1958" and inserting in lieu thereof 

"$4,800 for the calendar year 1959, 1960, 1961, 1962, 

1963, 1964, or 1965, of $5,600 fef the ealen4ef yeef 

4-966, 1967-, 4968, 4-96-9- of 4970, or $6,600 for any cal­

endar year after 19-7 1965". 

(c) The amendments made by subsections (a) (1) and 

(a) (3) (A), and the amendments made by subsection (b) 

(except paragraph (1) thereof), shall apply only with re­

spect to remuneration paid after December 1965. The 

amendments made by subsections (a) (2), (a) (3) (B), 

and (b) (1) shall apply only with respect to taxable years 

ending after 1965. The amendment made by subsection (a) 

(4) shall apply only with respect to calendar years after 

1965. 

CHANGES IN TAX SCHEDULES 

SEC. 321. (a) Section 1401 of the Internal Reventie 

Code of 1954 (relating to rate of tax under the Self-Em­

ployment Contributions Act) is amended to rea~d as follows: 

"SEC. 1401. RATE OF TAX. 

" (a) OLD-AGE, SURVV0Vos, AND DISABILITY INSUIJR-

ANCE.-In addition to other taxes, there shall be imposed 

for each taxable year, on the self-employment income of 

every individual, a tax as follows: 

" (1) in the case of any taxable year beginning 
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1 after December 31, 1965, and before January 1, 1969, 

2 the tax shall be equal to "~ 5.8 percent of the amount 

3 of the self-employment income for such taxable year; 

4 " (2) in the case of any taxable year beginning 

5 after December 31, 1968, and before January 1, 1973, 

6 the tax shall be equal to "G 6.7 percent of the amount 

7 of the self-employment income for such taxable year; 

8 and 

9 " (3) in the case of any taxable year beginning 

10 after December 31, 1972, the tax shall be equal to 

lit 7.0 percent of the amount of the self-employment 

12 income for such taxable year. 

13 " (b) HOSPITAL INSTJRAINCE.-In addition to the tax 

14 imposed by the preceding subsection, there shall be imposed 

15 for each taxable year, on the self-employment income of 

16 every individual, a tax as follows: 

17 " (1) in the case of any taxable year beginning 

18 after December 31, 1965, and before January 1, 1967, 

19 the tax shall be equal to 0~-5 0.325 percent of the 

20 amount of the self-employment income for such taxable 

21 year; 

22 "(2) in the case of any taxable year beginning 

23 after December 31, 1966, and before January 1, 4-9-7­
24 1971, the tax shall be equal to 0.50 percent of the 
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amount of the self-employment income for such taxable 

year; 

"(3) in the case of any taxable year beginning after 

December 31, 19710, and before January1, 1973, the tax 

shall be equal to 0.55 percent of the amount of the 

self-employment income for such taxable year; 

"-(-3-) (4) in the case of any taxable year beginning 

after December 31, 1972, and before January 1, 1976, 

the tax shall be equal to O4,5 0.60 percent of the 

amount of the self-emiployment income for such taxable 

year; 

"-(4)- (5) in the case of any taxable year beginning 

after December 31, 1975, and before January 1, 1980, 

the tax shall be equal to "~-O 0.65 percent of the amount 

of the self-employment incoIIe for such taxable year; 

"-(4)(6) in the case of any taxable yea~r beginning 

after December 31, 1979, and before January 1, 1987, 

the ta~x shall be equal to 0~70 0.75 percent of the amount 

of the self-employment income for such taxable year; and 

"-(4) (7) in the case of any taxable year beginning 

after December 31, 1986, the tax shall be equal to 0,80 

0.85 percent of the amount of the self-employment in­

come for such taxable year. 
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For purposes of the tax imposed by this subsection, the ex-

elusion of employee representatives by section 1402 (c) (3) 

shall not apply." 

(b) Section 3101 of the Internal Revenue Code of 

1954 (relating to rate of tax on employees under the 

Federal Insurance Contributions Act) is amended to read as 

follows: 

"SEC. 3101. RATE OF TAX. 

"c(a) OLD-AGE, SURVIVORS, AND DISABILITY INSUR-

ANCE.-In addition to other taxes, there is hereby imposed 

on the income of every individual a tax equal to the follow­

ing percentages of the wages (as defined in section 3121 

(a) ) received by him with respect to employment (as de­

fined in section 3121 (b) )­

" (1) with respect to wages received during the 

calendar years 1966, 1967, and 1968, the rate shall 

be 403.85 percent; 

"(2) with respect to wages received during the 

calendar years 1969, 1970, 1971, and 1972, the rate 

shall be 44 4.45 percent; and 

" (3) with respect to wages received after Decem­

ber 31, 1972, the rate shall be 4" 4.9 percent. 

" (b) HOSPITAL INSURANcE.-In addition to the tax 

imposed by the preceding subsection, there is hereby imposed 

on the income of every individual a tax equal to the follow­
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1ing percentages of the wages, (as defined in section 312.1 

2(a) ) received by him with respect to employment (as 

3 defined in section 3121 (b), but without regard to the pro­

4 visions of paragraph (9) thereof insofar as it relates to 

5 employees) ­

6 " (1) with respect to wages received during the 

7 calendar year 1966, the rate shall be O035 0.325 percent; 

8 " (2) with respect to wages received during the 

9 calendar years 1967, 1968, 1969, and 1970, 4974, ai*4 

10 4-97-2, the rate shall be 0.50 percent; 

11 "(3) with respect to wages received during the cal­

12 endar yearns 1971 and. 1972, the rate shall be 0.55 

13 percent; 

14 "-{3.) (4) with respect to wages received during 

15 the calendar years 1973, 1974, and 1975, the rate shall 

16 be 075 0.60 percent; 

17 "-(4)- (5) with respect to wages received during the 

18 calendar years 1976, 1977, 1978, and 1979, the rate 

19 shall be 0,60 0.65 percent; 

20 "-(-.) (6) with respect to wages received during the 

21 calendar years 1980, 1981, 1982, 1983, 1984, 1985, 

22 and ~1986, the rate shall be 0770 0.75 percent; and 

23 "-(6) (7) with respect to wages received after IDe­

24 cember 31, 1986, the rate shall be 07.80 0.85 percent." 

25 (c) Section 3111 of the Internal Revenue Code of 
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1 1954 (relating to rate of tax on employers under the Federal 

2 ]Insurance Contributions Act) is amended to read as follows: 

3 'SEC. 3111. RATE OF TAX. 

4 " (a) OLD-AGE,, SRuvrVORS, AND DISABIITY INSTJR­

5 ANcrE.-In addition to other taxes, there is hereby imposed 

6 on every employer an excise tax, with respect to having 

7 individuals in his employ, equal to the following percentages 

8 of the wages (as defined in section 3121 (a) ) paid by him 

9 with respect to employment (as defined in section 3121 

410 b -

11 " (1) with respect to wages paid during the calen­

12 dar years 1966, 1967, and 1968, the rate shall be 4-.0 

13 3.85 percent; 

14 "(2) with respect to wages paid during the calen­

15 dar years 1969, 1970, 1971, and 1972, the rate shall 

16 be 4A 4.45 percent; and 

17 " (3) with respect to wages paid after December 31, 

18 1972, the rate shall be 4" 4.9 percent. 

19 " (b) HOSPITAL INSURANCE.-In addition to the tax 

20 imposed by the preceding subsection, there is hereby 

21 imposed on every employer an excise tax, with respect to 

22 having individuals in his employ, equal to the following 

23 percentages of the wages (as defined in section 3121 (a) ) 

24 paid by him with respect to employment (as defined in see­
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tion 3121 (b), but without regard to the provisions of para­

graph (9) thereof insofar as it relates to employees) ­

" (1) with respect to wages paid during the cal­

endar year 1966, the rate shall be O~-45 0.325 percent; 

"(2) with respect to wages paid during the cal­

endar years 1967, 1968, 1-969, and 1970, 4-974-, tuid 

f9.72-2 the rate shall be 0.50 percent; 

"(3) with respect to wages paid during the calendar 

years 1971 and 1972, the rate shall be 0.55 percent; 

"-(a) (4) with respect to wages paid during the cal­

endar years 1973, 1974, and 1975, the rate shall be 

O-Ab 0.60 percent; 

"-44) (5) with respect to wages paid during the 

calendar years 1976, 1977, 1978, and 1979, the rate 

shall be 07.60 0.65 percent; 

"-(5)- (6) with respect to wages paid during the cal­

endar years 1980, 1981, 1982, 1-983, 1984, 1985, 

and 1986, the rate shall be O-470 0.75 percent; 

"-(--) (7) with respect to wages paid after Decem­

ber 31, 1986, the rate shall be 0,80 0.85 percent." 

(d) The amendments made by subsection (a) shall 

apply only with respect to taxable years beginning after 

December 3'D1, 1965. The amendments made by subsections 
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(b) and (c) shall apply only with respect to remuneration 

paid after December 31, 1965. 

REIMBURSEMENT OF TRUST FUNDS FOR COST OF NONCON­

TRI:BUTORY MILITARY SERVICE CREDITS 

SEC. 322. Section 217 (g) of the Social Security Act is 

amended to read as follows: 

"(g) (1) In September 1965, and in every fifth Sep­

tember thereafter up to and including September 2010, the 

Secretary shall determine the amount which, if paid in 

equal installments at the beginning of each fiscal yeax in 

the period beginning­

" (A) with July 1, 1965, in the case of the first 

such determination, and 

" (B) with the July 1 following the determination 

in the case of all other such determinations, 

and ending with the close of June 30, 2015, would accumu­

late, with interest compounded annually, to an amount 

equal to the amount needed to place each of the Trust Funds 

and the Federal Hospital Insurance Trust Fund in the same 

position at the close of June 30, 2015, as he estimates they 

would otherwise be in at the close of that date if section 

210 of this Act as in effect prior to the Social Security Act 

Amendments of 1950, and this section, had not been en­

acted. The rate of interest to be used in determining such 

amount shall be the rate determined under section 201 (d) 
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for public-debt obligations which were or could have been 

issued for purchase by the Trust Funds in the June preceding 

the September in which such determination is made. 

" (2) There are authorized to be appropriated to the 

Trust Funds and the Federal Hospital Insurance Trust 

Fund­

"(A) for the fiscal year ending, June 30, 1966, 

an amount equal to the amount determined under para­

graph (1) in September 1965, and 

" (B) for each fiscal year in the period beginning 

with July 1, 1966, and ending with the close of June 30, 

2015, an amount equal to the annual installment for 

such fiscal year under the most recent determination 

under paragraph (1) which precedes such fiscal year. 

" (3) For the fiscal year ending' June 30, 2016, there 

is authorized to be appropriated to the Trust Funds and 

the Federal Hospital Insurance Trust Fund such sums as 

the Secretary determines would place the Trust Funds and 

the Federal Hospital Insurance Trust Fund in the same 

position in which they would have been 'at the close of 

June 30, 2015, if section 210 of this Act as in effect 

prior to the Social Security Act Amendments of 1950, and 

this section, had not been enacted. 

" (4) There are authorized to be appropriated to the 

Trust Funds and the Federal Hospital Insurance Trust Fund 
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1 annually, as, benefits under this title and part A of title 

2 XVIIII are paid after June 30, 2015, such sums as the Sec­

3 retary determines to be necessary to meet the additional 

4 costs, resulting from subsections (a) , (b) , and (e) , of such 

5 benefits (including lump-sum death payments) ." 

6 ADOPTION OF ChILD BY RETIRED WORKER 

7 SEc. 323. (a) Section 202 (d) of the Social Security 

8 Act is amended­

9 (1) by striking out the last sentence in paragraph 

10 (1,and 

U1 (2) by adding at the end thereof (after the new 

12 para~graphs added by section 306 of this Act) the fol­

13 lowing new paragraphs: 

14 "(9) In the ease of­

15 " (A) an individual entitled to disability insurance 

16 benefits, or 

17 " (B) an individual entitled to old-age insurance 

18 benefits who was entitled to disability insurance benefits 

19 for the month preceding the first month for which he 

20 was entitled to old-age insurance benefits, 

21 ckauses -(4) afid -fii) of paag -l-)-fG) shall Rot atpply 

22 to a ehild of sueh in~i~die a child of such individual adopted 

23 afte? such individual became entitled to such disability in­

24 surance benefits shall be deemed not to meet the requirements 
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of clause (i). or (iii). of paragraph (1) (C) unless such 

child­

"(C) is the natural child or stepchild of such in­

dividual (including such a child who was legally adopted 

by such individual) ,or 

"(D) was legally adopted by such individual be­

fore the end of the 24-month period beginning with 

the month after the month in which such individual 

most recently became entitled to disability insurance 

benefits, but only if­

" (i) proceedings for such adoption of the child 

had been instituted by such individual in or before 

the month in which began the period of disability 

of such individual which still exists at the time of 

such adoption (or, if such child was adopted by such 

individual after such individual attained age 65, thc 

period-of disability of such individual which existed 

in the month preceding the month in which he 

attained age 65), or 

"(ii) such adopted child was living with such 

individual in such month. 

"(10) Th th~e ease of If an individual entitled to old-age 

insurance benefits (but not an individual included under 
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2 paragraph (9)) adopts a child after such individual be­

3 comes entitled to such benefits, such child shall be deemed 

4 not to meet the requirements of clause (i) of paragraph(1) 

5 (C) unless such child­

6 " (A) is the natural child or stepchild of such in­

7 dividual (including such a child who was legally adopted 

8 by such individual), or 

9 " (B) was legally adopted by such individual be­

10 fore the end of the 24-month period beginning with 

11 the month after the month in which such individual 

12 became entitled to old-age insurance benefits, but only 

13 if­

14 "(i) such child had been receiving at least 

15 one-half of his support from such individual for 

16 the year before such individual filed his application 

17 for old-age insurance benefits or, if such individual 

18 had a period of disability which continued until he 

19 had become entitled to old-age insurance benefits, for 

20 the year before such period of disability began, and 

21 "(i) either proceedings for such adoption of 

22 the child had been instituted by such individual in 

23 or before the month in which the individual filed his 

24 application for old-age insurance benefits or such 
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adopted child -wasliving -with such individual in such 

month." 

(b) The amendments made by subsection (a) of this 

section shall be applicable to persons who file applications, or 

on whose behalf applications are filed, for benefits under sec­

tion 202 (d) of the Social Security Act on or after the date 

this section is enacted. The time limit provided by section 

202 (d) (10) (B) of such Act as amended by this section for 

legally adopting a child shall not apply in the case of any 

child who is adopted before the end of the 12-month period 

following the month in which this section is enacted. 

EXTENSION OF PERIOD FOR. FILING PROOF OF SUPPORT 

AND APPLICATIONS FOR LUMP-SUM DEATH PAYMENT 

SEC. 324. (a) Section 202 (p) of the Social Security 

Act is amended to read as follows: 

"Extension of Period for Filing Proof of Support and 

Applications for Lump-Sum Death Payment 

"(p) In any case in which there is a failure­

" (1) to ifile proof of support under subparagraph 

(C) of subsection (c) (1), clause (i) or (ii) of sub­

paragraph (ID) of subsection (f) (1), or subparagraph 

(B) of subsection (h) (1), or under clause (B) of 

subsection (f) (1) of this section as in effect prior to 

the Social Security Act Amendments of 1950, within 
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1 the period prescribed by such subparagraph or clause, or 

2 "(2) to ifile, in the case of a death after 1946, 

3 application for a lump-sum death payment under sub­

4 section (i) , or under subsection (g) of this section as 

5 in effect prior to the Social Security Act Amendments 

6 of 1950, within the period prescribed by such subsection, 

7 any such proof or application, as the case may be, which is 

8 filed after the expiration of such period shall be deemed to 

9 have been filed within such period if it is shown to the satis­

110 faction of the Secretary that there was good cause for failure 

1-1 to file such proof or application within sutch period. The 

12 determination of what constitutes good ca-use for purposes 

13 of this subsection shall be made in accordance with reguila­

14 tions of the Secretary." 

15 (b) The amendments, made by this section shall be 

16 effective with respect to (1) applications for lump-sum death 

1.7 payments filed in or after the month in which this Act is 

18 enacted, a~nd (2) monthly benefits based on applications 

19 filed in or after such month. 

20 TREATATENT OF CERTAIN ROYALTIES FOR RETIREMENT 

21 TEST PURPOSES 

22 SEc. 325. (a) (1) Subparagraph (B) of section 203 

23 (f) (5) of the Social Security Act is amended to read as 

24 follows: 

25 " (B) For purposes of this section­
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1 i)an individual's net earnings from self­

2 employment for any taxable year shall be deter­

3 mined as provided in section 211, except that 

4 paragraphs (1), (4), and (5) of section 211 (c) 

5 shall not apply and the gross income shall be corn­

6 puted by- excluding the amounts provided by sub­

7 paragraph (D), and 

8 " (ii) an individual's net loss from self-employ­

9 ment for any taxable year is the excess of the de­

10 ductions (plus his distributive share of loss described 

ii in section 702 (a) (9) of the Internal Revenue 

12 ~ Code of 1954) taken into account under clause (i) 

13 over the g-ross income (plus his distributive share 

14 of income so described) taken into account under 

15 clause (i)." 

16 (2) Such section 203 (f) (5) is further amended by 

17 adding at the end thereof the following new subparagraph: 

18 "(D) In the case of an individual­

19 " (i) who has attained the age of 65 on or be­

20 fore the last day of the taxable year, and 

21 " (ii) who shows to the satisfaction of the Sec­

22 retary that he is receiving royalties attributable to 

23 a copyright or patent obtained before the taxable 

24 year in which he attained the age of 65 and that 
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the property to which the copyright or patent re­

lates was created by his own personal efforts, 

there shall be excluded from gross income any such 

royalties." 

(b) The amendments made by subsection (a) shall 

apply with respect to the computation of net earnings from 

sell-employment and the net loss from sell-employment for 

taxable years beginning after 1964. 

A-MENDMENTS, PRESERVING RELATIONSHIP BETWEEN RAIL­

ROA]) RETIREMENT AND OLD-AGE, SURVIVORS, AND) DIS,­

ABILITY INSURANCE SYSTEMS 

SEC. 326. (a) Section 1 (q) of the Railroad Retire­

ment Act of 1937 is amended by striking out "1961" and 

inserting in lieu thereof "1965". 

(b) Section 5 (1) (9) of such Act is amended by strik­

ing out "after 1958 is less than $4,800" and inserting in lien 

thereof the following: "alter 1958 and before 1966 is less 

than $4,800, or for any calendar year after 1965 a&id be­

fefe 1-971 is less thee $6,600, or for aeiy eedeidoar yea* 

aheF 147-70 is less than $6,600"; and by striking out "and 

$4,800 for years after 1958", and inserting in lieu thereof 

the following: "$4,800 for years after 1958 and before 

1966, ss,6oq and $6,600 for years after 1965 aftd befoee 

44J74-,~end $6,60 fe* yea~ lt-e* 1970" 
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TECHNICAL AMENDMENT RELATING TO MEETINGS OF BOARD 

OF TRUSTEES OF THE OLD-AGE, SURVIVORS, AND DIS­

ABILITY INSURANCE TRUST FUNDS 

SEC. 327. Section 201 (c) of the Social Security Act 

is amended by striking out "six months" in the fourth sen­

tence and inserting in lieu thereof "calendar year". 

APPLICATIONS FOR BENEFITS 

SEc. 328. (a) Section 202 (j) (2) of the Social Secu­

rity Act is amended to read as follows: 

"(2) An application for any monthly benefits under 

this section filed before the first month in which the applicant 

satisfies the requirements for such benefits shall be deemed 

a valid application only 'if the applicant satisfies the require­

ments for such benefits before the Secretary makes a final 

decision on the application. If upon final decision by the 

Secretary, or decision utpon judicial review thereof, such 

applicant is found to satisfy such requirements, the applica­

tion shall be deemed to have been filed in such first month." 

(b) Section 216(i) (2) of such Act (as amended by 

subsection (b) (1) of section 303) is amended by inserting 

after subparagraph (E) the following.. 

"(F) An application for a disability determination 

fl~ed before the first day on which the applicant satisfies the 

requirements for a period of disability under this subsection 
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shall be deemed -a. valid application only if the. applicant 

satisfies the requirements for a period of disability before the 

Secretary makes a final decision on the application. If upon 

final decision by the Secretary, or decision upon. judicial 

review thereof, such applicantis found to satisfy such require­

ments, the application shall be deemed to have been filed on 

such first day."' 

(c) The first sentence of section 223(b) of such Act is 

amended to read as follows: "An application for disability 

insurance benefits filed before the first month in which the ap­

plicant satisfies the requirements for such benefits (as pre­

scribed in subsection (a) (1)) shall be deemed a valid appli­

cation only if the applicantsatisfies the requirements for such 

benefits before the Secretary makes a final decision on the 

application. If, upon final decision by the Secretary, or 

decision upon judicial review thereof, such applicantis found 

to satisfy such requirements, the application shall be deemed 

to have been filed in such first month." 

(d) The amendments made by this section shall apply 

with respect to (1) applicationsfiled on or after the date of 

enactment of this Act, (2) applicationsas to which the Secre­

tar, has not made a final decision before the date of enact­

ment of this Act, and (3) if a civil action with respect to final 

decision by the Secretary has been commenced under section 

205(g) of the Social Security Act before the date of enact­
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I ment of this Act, applicationsas to which there has been no 

2 final judicialdecision before the date of enactment of this Act. 

3 OVERPAYMENTS AND UNDERPAYMENTS 

4 Smc. 329. (a) Section 204(a) of the Social Security 

5 Act is amended to read as follows: 

6 "SEc. 204. (a) Whenever the Secretary finds that more 

7 or less than the correct amount of payment has been made to 

8 any person under this title, proper adjustment or recovery 

9 shall be made, under regulationsprescribed by the Secretary, 

10 as follows: 

11 "(1) With respect to payment to a person of more 

12 than the correct amount, the Secretary shall decrease any 

13 payment under this title to which such overpaid person is 

14 entitled, or shall require such overpaid person or his 

15 estate to refund the amount in excess of the correct 

16 amount, or shall decrease any payment under this title 

17 payable to his estate or to any other person on the basis of 

18 the wages and self-employment income which were the 

19 basis of the payments to such overpaid person, or shall 

20 apply any combination of the foregoing. 

21 "(2) With respect to payment to a person of less 

22 than the correct amount, the Secretary shall make pay­

23 ment of the balance of the amount due such underpaid 

24 person, or, if such person dies before payments are com-

H.R. 6675-11 
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1 pleted or before negotiatingone or more checks represent­

2 ing correctpayments, disposition of the amount-due shall 

3 be made under regulations prescribed by the Secretary in 

4 such order of priorityas he determines will best carry out 

5 the purposes of this title." 

6 (b) Section 204(b) of such Act is amended to read as 

7 follows: 

8 "(b) In any case in which more than the correct amount 

9 of payment has been made, there shall be no adjustment of 

10 paymen~ts to, or recovery by the United States from, any 

11 person who is without fault if such adjustment or recovery 

12 would defeat the purpose of this title or would be against 

1.3 equity and good conscience." 

14 PAYMENTS TO TWO OR MORE INDIVIDUALS OF THE SAME 

15 FAMILY 

16 SEC. 330. Section 205(n) of the Social Security Act is 

17 amended to read as follows: 

18 "(n) The Secretary may, in his discretion, certify to the 

19 Managing Trustee any two or more individuals of the same 

20 family for joint payment of the total benefits payable to such 

21 individualsfor any month, and if one of such individuals dies 

22 before a check representing such joint payment is negotiated, 

23 payment of the amount of such unnegotiated check to the 

24 surviving individual or individuals may be authorized in 

25 accordance with regulationsof the Secretary of the Treasury; 
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1 except that appropriate, adjustment or recovery shall be 

2 made under section 204(a) with respect to so much of the 

3 amount of such check as exceeds the amount to which such 

4 surviving individual or individuals are entitled under this 

5 title for such month." 

6 VALIDATING CERTIFICATES FILED BY MINISTERS 

7 SEC. 331. (a) Section 1402 (e) of the Internal Revenue 

8 Code of 1954 (relating to certificates to waive tax on self­

9 employment income in the case of ministers, members of 

10 religious orders, and Christian Science practitioners) is 

11 amended by striking out paragraphs (5) and (6) and insert­

12 ing in lieu thereof the following: 

13 "(5) OPTIONAL PROVISION FOR CERTAIN CER.­

14 TIFICATES FILED ON OR BEFORE APRIL 16, 1967.-Not­

15 withstanding any other provision of this section, in any 

16 case where an individualhas derived earningsin any tax­

17 able year ending after 1954 from the performanceof serv­

18 ice described in subsection (c) (4), or in subsection (c) 

19 (5) insofar as it related to the performance of service by 

20 an individual in the exercise of his profession as a Chris­

2:1 tian Science practitioner,and has reported such earnings 

22 as self-employment income on a return filed on or before 

23 the due date prescribed for filing such return (including 

24 any extension thereof)­

25 "(A) a certificate filed by such individual on or 
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before April 15, 1965, which (but for this subpara­

graph) is ineffective for the first taxable year ending 

after 1954 for which such a return was filed shall be 

effective for such first taxable year and for all suc­

ceeding taxable years, provided a supplemental cer­

tificate is filed by such individual (or a fiduciary 

acting for such individual or his estate, or his sur­

vivor within the meaning of section 205(c) (1 ) ( C) 

of the Social Security Act) after the date of enact­

ment of this paragraphand on or before April 15, 

1967, and 

"(B) a certificate filed after the date of enact­

ment of this paragraphand on or before April 15, 

1967, by a survivor (within the meaning of section 

205(c) (1) (C) of the Social Security Act) of such 

an individualwho died on or before April 15, 1965, 

may be effective, at the election of the person filing 

such a certificate, for the first taxable year ending 

after 1954 for which such a return was filed and 

for all succeeding years, 

but only if­

"(i) the tax under section 1401 in respect to all 

such individual'sself-employment income (except for 

underpayments of tax attributable to errors made 

in good faith), for each such year described in sub­
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paragraphs (A) and (B), is paid on or before 

April 15, 1967, and 

" (ii) in any case where refund has been made of 

any such tax which (but for this paragraph) is an 

overpayment, the aniount refunded (including any 

interest paid under section 6611) is repaid on or 

before April 15, 1967. 

The provisions of section 640.1 shall not apply to any 

payment or repayment describedin this paragraph." 

(b) In the case of a certificate or supplemental certificate 

filed pursuant to section 1402(e) (5) of the InternalRevenue 

Code­

(1) for purposes of computing interest, the due date 

for the payment of the tax under section 1401 of such 

Code which is dute for any taxable year solely by reason 

of the filing of a certificate which is effective under such 

section 1402(e) (5) shall be April 15, 1967; 

(2) for purposes of section 6501 of such Code, the 

statutory period for the assessment of any tax for any 

taxable year for which tax is due solely by reason of the 

filing of such certificate shall not expire before April 1.6, 

1970; and 

(3) for purposes of section 6651 of such Code (re­

lating to addition to tax for failure to file tax return), 
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the amounzt of tax required to. be shown on the return 

shall not include tax under section 1401 of such Code 

which is due for any taxable year solely by reason of the 

filing of a certificate which is effective under section 

1402(e) (5). 

(c) Notwithstanding any provision of section 205(c) 

(5) (F) of the Social Security Act, the Secretary of Health, 

Education, and Welfare may conform, before April 16, 

1970, his records to tax returns or statements of earnings 

which constitute self-employment income solely by reason of 

the filing of a certificate which is effective under section 

1402(e) (5) of such Code. 

(d) The amendments made by this section shall be. ap­

plicable (except as otherwise specifically provided therein) 

only to certificates with respect to which supplemental cer­

tificates are filed pursuant to section 1402(e) (5) (A) of such 

Code after the date of the enactment of this Act, and to cer­

tificates filed pursuant to section 1402(e) (5) (B) after such 

date; except that no monthly benefits under title II of the 

Social Security Act for the month in which this Act is enacted 

or any prior month shall be payable or increased by reason 

of such amendments, and no lump-sum death payment under 

such title shall be payable or increased by reason of such 

amendments in the case of any individual who died prior to 

the date of the enactment of this Act. The provisions of sec­
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1 tion 1402(e) (5) and (6) of the Internal Revenue Code of 

2 1954 which were in effect before the date of enactment of this 

3 Act shall be applicable with respect to any certificate filed 

4 pursuant thereto before such date if a supplemental certificate 

is not filed with respect to such certificate as provided in this 

6 section. 

7 DETERMINATION OF ATTORNEYS' FEES IN COURT PROCEED­

8 INGS UNDER TITLE II 

9 SEc. 332. The heading of section 206 of the Social 

Security Act is amended to read "REPRESENTATION OF 

11 CLAIMANTS". Such section is further amended by inserting 

12 "(a)" after "SEC. 206." and by adding at the end of such 

13 section the following new subsection: 

14 " (b) (1) Whenever a court renders a judgment favor­

able to a claimant who was represented before the court by 

16 an attorney, the court may determine and allow as part of 

:17 its judgment a reasonable fee for such representation,not in 

18 excess of 25 percent of the total of the past due benefits to 

19 which the claimant is entitled by reason of such judgment, and 

the Secretary may, notwithstanding the provisions of section 

21 205(i), certify the amount of such fee for payment to such 

22 attorney out of, and not in addition to, the amount of such 

23 past-due benefits. In case of any such judgment, no other fee 

24 may be payable or certified for payment for such repre­

sentation except as provided in this paragraph. 
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"(2) Any attorney who charges, demands, receives, or 

collects for services rendered in connection with proceedings 

before a court to which paragraph (1) is applicable any 

amount in excess of that allowed by the court thereunder 

shall be guilty of a misdemeanor and upon conviction there­

of shall be subject to a fi-ne of not more than $500, or 

imprisonment for not more than one year, or both." 

CONTINUATION OF WIDOW S AND WIDOWER' S INSURANCE 

BENEFITS AFTER REMARRIAGE 

SEC. 333. (a) (1) Subsection (e) of section 202 of the 

Social Security Act, as amended by section 308 of this Act, 

is amended by adding at the end thereof the following new 

paragraph: 

" (4) If a widow, after attaining the age of 60, 

marries an individual (other than one described in sub­

paragraph (A) or (B) of paragraph (3)), such marriage 

shall, for purposes of paragraph (1), be deemed not to 

have occurred; except that, notwithstanding the provisions 

of paragraph (2) and subsection (q), such widow's in­

surance benefit for the month in which such marriage 

occurs and each month thereafter prior to the month in 

whi h the husband dies or such marriage is otherwise 

terminated, shall be equal to 50 per centum of the primary 
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insurance amount of the deceased individual on whose wages 

and self-employment income such benefit is based." 

(2) Paragraph (2) of such subsection, as amended 

by section 307 of this Act, is further amended by inserting 

before the comma "and paragraph (4) of this subsection". 

(b) (1) Subsection (f) of such section is amended by 

adding at the end thereof the following new paragraph: 

"(5) If a widower, after attaining the age of 

62, marries an individual (other than one described in 

subparagraph (A) or (B) of paragraph (4)), such mar­

riage shall, for purposes of paragraph (1), be deemed 

not to have occurred; except that, notwithstanding the pro­

visions of paragraph (3). such widower's insurance benefit 

for the month in which such marriage occurs and each 

month thereafter prior to the month in which the wife 

dies or such marriageis otherwise terminated, shall be equal 

to 50 per centum of the primary insurance amount of the de­

ceased individual on whose wages and self-employment in­

come such benefit is based." 

(2) Paragraph'(3) of such subsection is amended by 

striking out "Such" and inserting in lieu thereof "Except 

asprovided in paragraph(5), such". 

Yc) (1) Paragraph(2) (B) of subsection (k) of such 

section 202 is amended by inserting "(other than an indi­
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vidual to whom subsection Ye) (4) or Ct) (5) applies)" after 

"Any individual" and by adding at the end thereof the 

following new sentence: "Any individual who is entitled for 

any month to more than one widow's or widower's insurance 

benefit to which subsection (e) (4) or (f) (5) applies shall 

be entitled to only one such benefit for such month, such 

benefit to be the largest of such benefits.". 

(2) Paragraph(3) of such subsection is amended by 

inserting "(A)" after "(3)" and by adding at the end 

thereof the following new subparagraph: 

" (B) If an individual is entitled for any month to a 

widow's or widower' s insurance benefit to which subsection 

(e) (4) or (f) (5) applies and to any other monthly insur­

ance benefit under section 202 (other than an old-age 

insurance benefit), such other insurance benefit for such 

month, after any reduction under subparagraph (A), any 

reduction under subsection (q), and any reduction under 

section 203(a), shall be reduced, but not below zero, by an 

amount equal to such widow's or widower's insurance ben­

efit after any reduction or reductions under such subpara­

graph (A) and such section 203(a)." 

_(d) The amendments made by this section shall apply 

with respect to monthly insurance benefits under section 202 

of the Social Secuvity Act beginning with the second month 

following the month in which this Act is enacted; but, in the 
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1 case of an individual who was not entitled to a monthly 

2 insurance benefit uiider section 202 (e) or (f) of such Act 

3 for the first month following the month in which this Act is 

4 enacted, only on the basis of an application filed in or after 

5 the month in which this Act is enacted. 

6 CHANGES IN DEFINITIONS OF WIFE, WIDOW, HUSBAND, 

7 AND WIDOWER 

8 SEC. 334. (a) Section 216(b) of the Social Security 

9 Act, as amended by section 306 of this Act, is amended by 

10 striking out "or" at the end of clause (3) (A), and by insert­

.11 ing immediately before the period at the end thereof the follow­

12 ing: ", or (C) was entitled to, or upon application there­

13 for and attainment of the required age (if any) would have 

14 been entitled to, a widow's, child's (after attainment of age 

15 18), or parent's insurance annuity under section 5 of the 

16 RailroadRetirement Act of 1937, as amended". 

17 (b) Section 216(c) of such Act, as amended by section 

18 306 of this Act, is amended by striking out "or" at the end of 

19 clause 6A), and by inserting immediately before the period 

20 at the end thereof the following: ", or (C) she was entitled to, 

21 or upon application therefor and attainment of the required 

22 age (if any) would have been entitled to, a widow's, child's 

23 (after attainment of age 18), or parent's insurance annuity 

24 under section 5 of the RailroadRetirement Act of 1937, as 

25 amended". 
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1 (c) Section 216(f) of such Act, as amended by section 

2 306 of this Act, is amended by striking out "or" at the end of 

3 clause (3) (A), and by inserting immediately before the pe­

4 riod at the end thereof the following: ", or (C) he was 

5 entitled to, or upon applicationtherefor and attainmentof the 

6 required age (if any) he would have been entitled to, a 

7 widower's, child's (after attainment of age 18), or parent's 

8insurance annuity under section 5 of the Railroad Retire­

9 ment Act of 1937, as amended". 

10 (d) Section 216(g) of such Act, as amended by section 

11 306 of this Act, is amended by striking out "or". at the end of 

12 clause (6) (A), and by inserting immediately before the 

13 period at the end thereof the following: ",or (C) he was 

14 entitled to, or on application therefor and attainment of the 

15 required age (if any) he would have been entitled to, a 

16 widower's, Child's (after attainment of age 18), or parent's 

17 insurance annuity under section 5 of the Railroad Retire­

18 ment Act of 1937, as amended". 

19 (e) Section 202(c) (2) is amended by striking out "or" 

20 at the end of subparagraph(A), by striking out the period at 

21 the end of subparagraph (B) and insertingq in lieu thereof 

22 "1; or", and by adding after such subparagraph (B) the 

23 following new subparagraph: 

24 "(C) in the month prior to the month of his mar­
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riage to such individualhe was entitled to, or on applica­

tion therefor and attainment of the requiredage (if any) 

would have been entitled to, a widower's, child's (after 

attainment of age 18), or parent's insurance annuity 

under section 5 of the Railroad Retirement Act of 1937, 

as amended." 

(f) Section 202(f) (2) of such Act is a-mended by strik­

ing out "or" at the end of subparagraph(A), by striking out 

the period at the end of subparagraph (B) and inserting in 

lieu thereof "; or", and by adding after such subparagraph 

(B) the following new subparagraph: 

" (C) in the month prior to the month of his mar­

riage to such individual he was entitled to, or on applica­

tion therefor and attainment of the requiredage (if any), 

would have been entitled to, a widower's, child's (after 

attainment of age 18), or parent's insurance annuity 

under section 5 of the RailroadRetirement Act of 1937, 

as amended." 

(g) The amendments made by this section shall be appli­

cable only with respect to monthly insurance benefits under 

title II of the Social Security Act beginning with the second 

month following the month in which this Act is enacted, but 

only on the basis of applications filed in or after the month 

in which this Act is enacted. 
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-1 REDUCTION OF BENEFITS ON RECEIPT OF WORKMEN'S 

2 COMPENSATION 

3 SEC. 335. Effective with respect 'to benefits under 

4 title II of the Social Security Act for months after Decem­

ber 1965 which are based on applicationsfiled after Decem­

6 ber 1965, section 224 of such Act is amended to read as 

7 follows: 

8 "9REDUCTION OF BENEFITS BA SED ON DISABILITY ON 

9 ACCOUNT OF RECEIPT OF WVORKMEN'S COMPENSATION 

"SEC. 224. (a) If for any month prior to the month in 

11 which an individual attainsthe age of 62­

12 "(1) such individual is entitled to benefits under 

13 section 223, and 

14 "(2) such individual is entitled for such month, 

under a workmen's compensation law or plan of the 

16 United States or a State, to periodic benefits for a total 

17 or partial disability (whether or not permanent), and 

18 the Secretary has, in a prior month, received notice of 

19 such entitlement for such month, 

the total of his benefits under section 223 for such month and 

21 of any benefits under section 202 for such month based on his 

22 wages and self-employment income shall be reduced (but not 

23 below zero) by the amount by which the sum of­

24 "(3) such total of benefits under sections 2.23 and 

202 for such month and 
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"(4) such periodic benefits payable (and actually 

paid) for such month to such individual under the work-

men's compensation law or plan, 

ex~ceeds the higher of­

" (5) 80 per centum, of his 'average current earn­

ings', or 

"(6) the total of such individual's disability insur­

ance benefits under section 2.23 for such month and of 

any monthly insurance benefits under section 202 for 

such month based on his wages and self-employment 

income, prior to reduction under this section. 

In no case shall the reduction in the total of such benefits 

under sections 223 and 202 for a month reduce such total 

below the sum of­

"(7) the total of the benefits under sections 223 and 

202, after reduction under this section, with respect to 

all persons entitled to benefits on the basis of such indi­

vidual's wages and self-employment income for such 

month which were determined for such individual and. 

such persons for the first month for which reduction 

under this section was made (or which would have been 

so determined if all of them had been so entitled in such 

first month), and 

"(8) any increase in such benefits with respect to 

such individual and such persons, before reduction under 
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this section, which is made effective for -months after the 

first month for which reduction under this section is 

made. 

For purposes of clause (67, an individual's average current 

earnings means the larger of (A) the average monthly wage 

used for purposes of computing his benefits under section 

223, or (B) one-sixtieth of the total of his wages and self-

employment income for the five consecutive calendar years 

after 1950 for which such wages and self-employment income 

were highest. 

"(b) If any periodic benefit under a workmen's com­

pensation law or plan is payable on other than a monthly 

basis (excluding a benefit payable as a lump sum except to 

the extent that it is a commutation of, or a substitute for, 

periodic payments), the reduction under this section shall be 

made at such time or times and in such amounts as the Sec­

retary finds will approximate as nearly as practicable the 

reduction prescribed by subsection (a). 

"(c) Reduction of benefits under this section shall be 

made after any reduction under subsection (a) of section 203, 

but before deductions under such section and under section 

222(b). 

"(d) The reduction of benefits required by this section 

shall not be made if the workmen's compensation law or plan 

under which a periodic benefit is payable provides for the 
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I. reduction thereof when any one is entitled to benefits under 

2 this title on the basis of the wages and self-employment income 

3 of an individual entitled to benefits under section 223. 

4 " (e) If it appears to the Secretary that an individualmay 

5 be eligible for periodic benefits under a workmen's compensa­

6 tion law or plan which would give rise to reduction under this 

7 section, he may require, as a condition of certification for 

8 payment of any benefits under section 292-3 to any individual 

9 for any month and of any beniefits under section 202 for such 

10 month based on such individual's vL'ayes and self-em~ployment 

11 income, that such individual certify (i) whether he has filed 

12 or intends to file any claim for such periodic benefits, and 

13 (ii) if he has so filed, whether there has been a decision on 

14 such claim. The Secretary may, in the absence of evidence 

15 to the contrary, rely upon such a certification by such indi­

16 vidual that he has not filed and does not intend to file such a 

17 claim, or that he has so filed and no final decision thereon 

18 has been made, in certifying benefits for payment pursuant to 

19 section 205(i). 

20 " (f) (1) In the second calendar year after the year in 

21 which reduction under this section in the total of an individ­

22 ual's benefits under section 223 and any benefits under 

23 section 202 based on his wages and self-employment income, 

24 was first required (in a continuous period of months), and 
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in each third year thereafter, the Secretary shall redetermine 

the amount of such benefits which are still subject to reduc­

tion under this section; but such redetermination shall not 

result in any decrease in the total amount of benefits payable 

under this title on the basis of such individual's wages and 

self-employment income. Such redetermined benefit shall be 

determined as of, and shall become effective with, the Janu­

ary following the year in which such redetermination was 

made. 

"(2) In making the redetermination required by para­

graph (1), the individual's average current earnings (as 

defined in subsection (a)) shall be deemed to be the product 

of his average current earnings as initially determined under 

subsection (a) and the ratio of (i) the average of the taxable 

wages of all persons for whom taxable wages were reported 

to the Secretary for the first calendar quarterof the calendar 

year in which such redetermination is made, to (ii) the 

average of the taxable wages of such persons reported to the 

Secretary for the first calendar quarter of the taxable year 

in which the reduction was first computed (but not counting 

any reduction made in benefits for a previous period of 

disability). Any amount determined under the preceding 

sentence which is not a multiple of $1 shall be reduced to the 

nexct lower multiple of $1. 

"(g) 'Whenever a reduction in the total of benefits for 
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1 any month based on an individual's wages and self-employ­

2 ment income is made under this section, each benefit, except 

3 the disability insurance benefit, shall first be proportionately 

4 decreased, and any excess of such reduction over the sum of 

5 all such benefits other than the disability insurance benefit shall 

6 then be applied to such disability insurancebenefit." 

7 FACILITATING DISABILITY DETERMINATIONS 

8 SEC. 336. (a) Subsection (b) of section 221 of the 

9 Social Security Act is amended by inserting before the 

10 period at the end thereof ", other than individuals referred 

11 to in subsection (g) (4) ". 

:12 (b) Subsection (g) of such section 221 is amended to 

13 read as follows: 

14 "(g) In the case of­

15 "(1) individuals in a State which has no agreement 

16 under subsection (b), 

17 "(2) individuals outside the United States, 

:18 "(3) any class or classes of individuals not included 

19 in an agreement under subsection (b), and 

20 "(4) any individual with respect to whom the Sec­

21 retary, in accordancewith regulationsprescribed by him., 

22 finds that a determination of disability or of the day on 

23 which a disability ceased may be made (A) on the' 

24 evidence furnished by or on behalf of such individual 

25 from sources of information as to examination and treat­
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1 ment which are designatedby such individual, or (B) on 

2 the evidence of. remunerative work activities performed 

3 by such individual, 

4 the determinationsreferred to in subsection (a) shall be made 

5 by the Sceretary in accordance with regulations prescribed 

6 by him." 

7 (c) The amendmnents made by subsections (a) and (b) 

8 shall take effect in any State which has an agreement with 

9 the ~Secretary under sectioni 221 of s'uch Act when the See­

10reary inds that the 'implemtentation of section 221 (g) (4) 

I 1 of such Acet can be effectuated with respect to individuals in 

12 such State withoutt impeding the efficient administration of 

13 the disability insurance program of such Act in such State. 

14 PA YME~NT OF"COSTS OF REHlABILITAI- ON SERVICES FROM 

15 THE TRUST 1"UNDS 

16 SEC. 337. Section 222 of the Social Security Act is 

17 amenided by redesigniatin~gsubsections (b) anid (c) as subsec­

18 tion~s (c) and (d), respectively, anad by inserting after 

19 subsection (a) the following new subsection: 

20 "CCOSTS OF REHABILITATION SERVICES FROM TRUST FUNDS 

21 "(b) (1) For the purpose of making vocational rehabili­

22 tation services more readily available to disabled individuals 

23 who are­

24 "(A) entitled to disability insurance ben~efits under 

25 section 223, or 
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1 "(B) entitled to child's insurancebenefits under sec­

2 tion 202(d) after having attainedage 18 (and are under 

3 a disability), 

4 to the end that savings will result to the Trust Funds as a 

5 result of rehabilitating the maximuim number of such in­

6 dividuals into productive activity, there are authorized to be 

7 transferredfrom the Trust Funds such sums as may be neces­

8 sary to enable the Secretary to pay the costs of vocational 

9 rehabilitation services for such individuals (including (i) 

-10 services during their waiting periods, and (ii) so much of the 

11 expenditures for the administration of any State plan as 'is 

12 attributable to carrying out this subsection); except that the 

13 total amount so made available pursuant to this subsection in 

14 any fiscal year may not exceed 1 percent of the benefits under 

15 section 202(d) for children who have attained age 18 and 

16 are under a disability or under section 223, which were certi­

17 fled for payment in the preceding year. The selection of in­

18 dividuals (including the order in which they shall be selected) 

19 to receive such services shall be made in accordance with 

20 criteria formulated by the Secretary which are based upon 

21 the effect the provision of such services would have upon the 

22 Trust Funds. 

23 " (2) In the case of each State which is willing to do so, 

24 such vocational rehabilitationservices shall be furnished un­
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der a State plan for vocational rehabilitationservic~es which­

"(A) has been approved under section 5 of the Vo­

cational Rehabilitation Act, 

" (B) provides that, to the extent funds provided 

under this subsection are adequate for the purpose, such 

services will be furnished, to any individual in the State 

who meets the criteriaprescribed by the Secretary pur­

suant to paragraph (1), with reasonablepromptness and 

in accordance with the order of selection determined 

under such criteria, and 

" (C) provides that such services will be furnished 

to any individualwithout regard to (i) his citizenship or 

place of residence, (ii) his need for financial assistance 

except as provided in regulations of the Secretary in the 

case of maintenance during rehabilitation, or (iii) any 

order of selection followed under the State plan pursuant 

to section 5(a) (4) of the Vocational Rehabilitation 

Act. 

"(3) In the case of any State which does not have a 

plan which meets the requirements of paragraph (2), the 

Secretary may provide such services by agreement or con­

tract with other public or private agencies, organizations, in­

stitutions, or individuals. 

"(4) Payments under this subsection may be made in 

installments, and in advance or by way of reimbursement, 
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.1 with necessary adjustments on account of over payments or 

2 underpayments. 

3 "(05) Money paid from the Trust Funds under this sub­

4 section to pay the costs of providing services to individuals 

who are entitled to beneflt~s under section 223 (including 

6 services during their waiting periods), or who are entitled 

7 to *benefits under section 202(d) on the basis of the wages 

8 and self-employment income of such individuals shall be 

9 charged to the Federal Disability Insurance Trust Fund, 

and all other money paid out from the Trust Funds under 

-11 this subsection shall be charged to the Federal Old-Age and 

12 Survivors InsuranceTrust Fund. The Secretaryshall deter­

13 mine according to such methods and procedures as he may 

14 deem appropriate­

"(A) the total cost of the services provided under 

16 this subsection, and 

17 "(B) subject to the provisions of the preceding 

18 sentence, the amount of such cost which should be 

19 charged to each of such Trust Funds. 

"(6) For the purposes of this subsection the term 'voca­

21 tional rehabilitationservices' shall have the meaning as~signed 

22 to it in the Vocational Rehabilitation Act, except that such 

23 services may be limited in type, scope, or amount in accord­

24 ance with regulations of the Secretary designed to achieve 

the purposes of this subsection." 
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1 TEACHERS IN THE STATE OF MAINE 

2 SEC. 338. (a) Section 316 of the Social Security 

3 Amendments of 1958 is amended by striking out "July 1, 

4 1965"1and inserting in lieu thereof "July 1, 1970". 

5 (b) The amendment made by this section shall be effec­

6 tive as of July 1, 1965. 

7 MODIFICATION OF AGREEMENT WITH NORTH DAKOTA AND 

8 IOWA -WITH RESPECT TO CERTAIN STUDENTS 

9 SEC. 339. Notwithstanding any provision of section 218 

10 of the Social Security Act, the agreements with the States of 

11 North Dakota and Iowa entered into pursuant to such sec­

12 tion may, at the option of the State, be modified so as to ex­

10 elude service performed in any calendar quarter in the 

14 employ of a school, college, or university if such service is 

15 performed by a student who is enrolled and is regularly 

16 attending classes at such school, college, or university and 

17 if the remuneration for such service is less than $50. Any 

18 modification of either of such agreements pursuant to this 

19 Act shall be effective with respect to services performed after 

20 an effective date specified in such modification, except that 

21 such date shall not be earlier than the date of enactment of 

22 this Act. 
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QUALIFICATION OF CHILDREN NOT QUALIFIED UNDER
 

STATE LAW
 

SEC. 340. (a) Section 216(h) of the Social Security 

Act is a-mended by adding at the end thereof the following 

new paragraph: 

"(3) An applicant who is the son or daughter of a fully 

or currently insured individual, but who is not (and is not 

deemed to be) the child of such insured individual under 

paragraph (2), shall nevertheless be deemed to be the child 

of such insuredindividual if: 

"(A) in the case of an insured individual entitled 

to old-age insurance benefits (who was not, in the month 

preceding such entitlement, entitled to disability insur­

ance benefits)­

"(i) such insured individual­

"(I) has acknowledged in writing that the 

applicantis his son or daughter, 

"(II) has been decreed by a court to be 

the father of the applicant,or 

"(III) has been ordered by a court to con­

tribute to the support of the applicant because 

the applicant is his son or daughter, 
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and such acknowledgement, court decree, or court 

order was made not less than one year before such 

insured individual became entitled to old-age insur­

ance benefits or attained age 65, whichever is earlier; 

or 

"(ii) such insured individual is shown by evi­

dence satisfactory to the Secretary to be the father 

of the applicant and was living with or contributing 

to the support of the applicant at the time such 

insured individual becamte entitled to benefits or 

attained age 605, whichever first occurred; 

"(B) in the case of an insured individual entitled 

to disability insurance benefits, or who was entitled to 

such benefits in the month preceding the first month for 

wthich he was entitled to old-age insurance benefits­

"(i) such insured individual­

"(1) has acknowledged in writing that the 

applicant is his son or daughter, 

"(II) has been decreed by a court to be the 

father of the applicant, or 

" (III) has been ordered by a court to con­

tribute to the support of the applicant because 

the applicant is his son or daughter, 

and such acknowledgment, court decree, or court 
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1 order was made before such insured individual's 

2 most recent period of disability began; or 

3 "(ii) such insured individual is shown by evi­

4 dence satisfactory to the Secretary to be the father 

5 of the applicant and wvas living with or contributing 

6 to the support of that applicant at the time such 

7 period of disability began; 

8 "(C) in the case of a (leceasedl individual­

9 "(i) such insured individual­

10 "(1) had acknowledged in writing that the 

11 applicant is his son or daughter, 

12 "(II) had been decreed by a court to be 

13 the father of the applicant, or 

14 "(III) had been ordered by a court to con­

15 tribute to the support of the applicant because 

16 the applicant was his son or daughter, 

17 and such acknowledgement, court decree, or court 

18 order was made before the death of such insured 

19 individual, or 

20 it(ii) such insured individual is shown by evi­

21 dence satisfactory to the Secretary to have been the 

22 father of the applicant, and such insured individual 

23 was living with or contributing to the support of 
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1 the applicant at the time such insured individual 

2 died." 

3 (b) Section 202(d) of such Act is amended byj inserting 

4 after "216(h) (2) (B)" the following: "or section 216(h) 

5 (3)". 

6 (c) The amendmnents made by subsections (a) and (b) 

7 shall be applicable with respect to monthly insurance benefits 

8 under title II of the Social Security Act beginning with the 

9 second month following the month in which this Act is en­

10 acted but only on the basis of an application filed in or after 

11 the month in which this Act is enacted. 

12 EM1PLOYEES OF MEMBERS OF AFFILIATED GROUP OF 

13 CORPORATIONS 

14 SEC. 341. (a) Paragraph(1) of section 3121 (a) of the 

15 Internal Revenue Code of 1954 (relating to definition of 

16 wages) is amended by striking out the semicolon at the end 

17 thereof and inserting in lieu thereof a period and the follow­

18 ing: "If during any calendar year an employer which is a 

19 member of an affiliated group (as defined in section 1504 

20 (a), but determined without regard to sections 1504 (b) and 

2-1 (c)) employs an individual who during such calendar year, 

22 and prior to the employment of such individual by such mem­

23 ber, was an employee of another member of such affiliated 

24 group, then, for the purpose of determining whether such 

25 member has paid remuneration (other than remuneration 
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referred to in the succeeding paragraphsof this subsection) 

with respect to employment equal to $6,600 to such individual 

during such calendar year, any remuneration (other than 

remunerationreferred to in the succeeding paragraphsof this 

subsection) with respect to employment paid (or considered 

under this paragraph as having been paid) to such in­

dividual by such other member of such affiliated group during 

such calendar year, and prior to the employment of such 

individual by such member, shall be considered as having 

been paid by such member;" 

(b) The amendment made by subsection (a) shall apply 

only with respect to remunerajionpaid after 1965. 

TITLE IV-PUBLIC ASSISTANCE AMENDMENTS 

INCREASED FEDERAL PAYMENTS UNDER PUBLIC ASSIST­

ANCE TITLES OF THE SOCIAL SECURITY ACT 

SEC. 401. (a) Section 3 (a) (1) of the Social Security 

Act is amended (1) by striking out, in so much thereof as 

precedes clause (A) , "during such quarter" and inserting in 

lieu thereof "during each month of such quarter"; (2) by 

striking out, in clause (A), "29/35", "any month", and 

"$35" and inserting in lieu thereof "31/37", "such month". 

and "$37", respectively; and (3) by striking out clauses 

(B) 	 and (C) and inserting in lieu thereof the following: 

"(B) 	 the larger of the following: 

"(i) (I) the Federal percentage (as defined 
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1 in section 1101 (a) (8) ) of the amount by which 

2 such expenditures exceed the amount which may be 

3 counted under clause (A), not counting so much of 

4 such excess with respect to such month as exceeds 

5 the product of $38 multiplied by the total number 

6 of recipients of old-age assistance for such month, 

7 plus (II) 15 per centum of the total expended dur­

8 mng such month as old-age assistance under the State 

9 plan in the form of medical or any other type of 

10 remedial care, not counting so much of such ex­

11 penditure with respect to such month as exceeds the 

12 product of $15 multiplied by the total number of 

13 recipients of old-age assistance for such month, or 

14 " (ii) (I) the Federal medical percentage (as 

15 defined in section 6 (c) ) of the amount by which 

16 such expenditures exceed the maximum which may 

17 be counted under clause (A), not counting so much 

18 of any expenditures with respect to such month as 

1.9 exceeds (a) the product of $52 multiplied by the 

20 total number of such recipients of old-age assistance 

21 for such month, or (b) if smaller, the total ex -

22 pended as old-age assistance in the form of medical 

23 or any other type of remedial care with respect to 

24 such month plus the product of $37 multiplied by 

25 such total number of such recipients, plus (II) the 



351
 

1 Federal percentage of the amount by which the 

2 total expended during such month as old-age as­

3 sistance under the State plan exceeds the amount 

4 which may be counted under clause (A) and the 

5 preceding provisions of this clause (B) (ii), not 

6 counting so much of such excess with respect to such 

7 month as exceeds the product of $38 multiplied by 

8 the total number of such recipients of old-age as­

9 sistance for such month;". 

10 (b) Section 1603 (a) (1) of such Act is amended (1) 

11 by striking out, in so much thereof as precedes clause (A), 

12 "during such quarter" and inserting in lieu thereof "during 

13 each month of such quarter"; (2) by striking out, in clause 

14 (A) 1 "29/35", "any month", and "$35" and inserting in 

:15 lieu thereof "31/37", "such month",,and "$37", respec­

.16 tively; and (3) by striking out clauses (B) and (C) and 

17 inserting in lieu thereof the following: 

18 "(B) the larger of the following: 

19 " (i) (I) the Federal percentage (as defined 

20 in section 1101 (a) (8) ) of the amount by which 

21 such expenditures exceed the amount which may be 

22 counted under clause (A), not counting so much 

23 of such excess with respect to such month as ex­

24 ceeds the product of $38 multiplied by the total 

25 number of recipients of aid to the aged, blind, or 
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1 disabled for such month, plus (II) 15 per centum. 

2 of the total expended du-ring such month as aid to 

3 the aged, blind, or disabled under the State plan in 

4 the form of medical or any other type of remedial 

5 care, not counting so much of such expenditure with 

6 respect to such month as exceeds the product of $15 

7 multiplied by the total number of recipients of aid to 

8 the aged, blind, or disabled for such month, or 

9 " (ii) (I) the Federal medical percentage (as 

10 defined in section 6 (c) ) of the amount by which 

11 such expenditures exceed the maximum which may 

12 be counted under clause (A), not counting so much 

13 of any expenditures with respect to such month as 

14 exceeds (a) the product of $52 multiplied by the 

15 total number of such recipients of aid to the aged, 

16 blind, or disabled for such month, or (b) if smaller, 

17 the total expended as aid to the aged, blind, or dis­

18 abled in the form of medical or any other type of 

19 remedial care with respect to such month plus the 

20 product of $37 multiplied by such total number 

21 of such recipients, plus (II) the Federal percentage 

22 of the amount by which the total expended during 

23 such month as aid to the aged, blind, or disabled 

24 under the State plan -exceeds the amount which 

25 may be counted under clause (A) and the preced­
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ing provisions of this clause (B) (ii) , not counting 

so much of such excess with respect to such month 

as exceeds the product of $38 multiplied by the 

total number of such recipients of aid to the aged, 

blind, or disabled for such month;". 

(c) Section 403(a) (1) of such Act is amended (1) by 

striking out "fourteen-seventeenths" and "$17" in clause 

(A) and inserting in lieu thereof "live-sixths" and "$18", 

respectively; and (2) by striking out "$30" in clause (B) 

and inserting in lieu thereof "$32". 

(d) Section 1003 (a) (1) of such Act is amended (1) 

by striking out, in clause (A), "29/35" and "$35" and 

inserting in lieu thercof "31/37" and "$37", respectively; 

and (2) by striking out, in clause (B), "$70" and insert­

ing in lieu thereof "$75". 

(e) Section 1403 (a) (1) of such Act is amended (1) 

by striking out, in clause (A), "29/35" and "$35" and 

inserting in lieu thereof "31/37" and "$37", respectively; 

and (2) by striking out, in clause (B),y "$70" and inserting 

in lieu thereof "$75". 

(f) The amendments made by this section shall apply 

in the case of expenditures made after December 31, 1965, 

under a State plan approved under title I, IV, X, XIV, or 

XVI of the Social Security Act. 

H.R. 6675--12 
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PROTECTIVE PAYMENTS 

SEc. 402. (a) Section 6 (a) of the Social Security Act 

(as amended by section 221 of this Act) is amended by add 

ing at the end thereof the followings new sentence: "Such 

term also includes payments which are not included within 

the meaning of such term under the preceding sentence, but 

which would be so included except that they are made on 

behalf of such a needy individual to another individual who 

(as determined in accordance with standards prescribed by 

the Secretary) is interested in or concerned with the welfare 

of such needy individual, but only with respect to a State 

whose State plan approved under section 2 includes provi­

sion for­

" (1) determination by the State agency that such 

needy individual has, by reason of his physical or 

mental condition, such inability to manage funds that 

making payments to him would be contrary to his wel­

fare and, therefore, it is necessary to provide such 

assistance through payments described in this sentence; 

" (2) making such payments only in cases in which 

such payments will, under the rules otherwise applicable 

under the State plan for determining need and the 

amount of old-age assistance to be paid (and in con­

junction with other income and resources), meet all the 
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need of the individuals with respect to whom such pay­

ments are made; 

" (3) undertaking and continuing special efforts to 

protect the welfare of such individual and to improve, 

to the extent possible, his capacity for self-care and to 

manage funds; 

" (4) periodic review by such State agency of the 

determination under paragraph (1) to ascertain whether 

conditions justifying such determination still exist, with 

provision for termination of such payments if they do not 

and for seeking judicial appointment of a guardian or 

other legal representative, as described in section 111.1, 

if and when it appears that such action will best serve 

the interests of such needly individual; and 

" (5) opportunity for a fair hearing before the State 

agency on the determination referred to in paragraph 

(1) for any individual with respect to whom it is made." 

(b) Section 1605 (a) of such Act (as amended by sec­

tion 221 of this Act) is amended by adding at the end 

thereof (after and below paragraph (2) ) the following new 

sentence: 

"Such term also includes payments which are not included 

within the meaning of such term under the preceding sen­

tence, but which would be so included except that they are 
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1 made on behalf of such a needy individual to another in­

2 dividual who (as determined in accordance with standards 

3 prescribed by the Secretary) is interested in or concerned 

4 with the welfare of such needy individual, but only with re­

5 spect to a State whose State plan approved under section 

6 1602 includes provision for­

7 " (A) determination by the State agency that such 

8 needy individual has, by reason of his physical or mental 

9 condition, such inability to manage funds that making 

10 payments to him would be contrary to his welfare and, 

11 therefore, it is necessary to provide such aid through 

12 payments described in this sentence; 

13 " (B) making such payments only in cases in which 

14 such payments will, under the rules otherwise applicable 

15 under the State plan for determining need and the 

16 amount of aid to the aged, blid, or disabled to be paid 

17 (and in conjunction with other income and resources), 

1s meet all the need -of the individuals with respect to 

19 whom such payments are made; 

20 "(C) undertaking and continuing special efforts to 

21 -protect the welfare of such individual and to improve, 

22 to the extent possible, his capacity for self-care and to 

.23 manage funds; 

24 "(D) periodic review by such State agency of the 

25 determination under clause (A) to ascertain whether 
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1 conditions justifying such determination still exist, with 

2 provision for termination of such payments if they do not 

3 and for seeking judicial appointment of a guardian or 

4 other legal representative, as described in section 1111, 

5 if and when it appears that such action will best serve 

6 the interests of such needy individual; and 

7 "(E) opportunity for a fair hearing before the State 

8 agency on the determination referred to in clause (A) 

9 for any individual with respect to whom it is made." 

10 (c) Section 1006 of the Social Security Act (as 

11 amended by section 221 of this Act) is amended by adding 

12 at the end thereof the following new sentence: "Such term also 

13 includes payments which are not included within the mean­

1.4 ing of such term under the preceding sentence, but which 

1-5 would be so included except that they are made on behalf 

16 of such a needy individual to another individual who (as 

17 determined in accordance with standards prescribed by the 

IS Secretary) is interested in or concerned with the welfare of 

19 such needy individual, but only with respect to a State whose 

20 State plan approved under section 1002 includes provision 

21 for­

22 "(1) determination by the State agency that such 

23 needy individual has, by reason of his physical or 

24 mental condition, such inability to manage funds that 

25 making payments to him would be contrary to his 
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1 welfare and, therefore, it is necessary to provide such 

2 aid through payments described in this sentence; 

3 "(2) making such payments only in cases in which 

4 such payments will, under the rules otherwise applicable 

under the State plan for determining need and the 

6 amount of aid to the blind to be paid (and in conjunc­

7 tion with other income and. resources), meet all the 

8 need of the individuals with respect to whom such 

9 payments are made; 

"(3) undertaking and continuing special efforts' to 

11 protect the welfare of such individual and to improve, to 

12 the extent possible, his capacity for self-care and to man­

13 age funds; 

14 "(4) periodic review by such State agency of the 

determinationunder paragraph(1) to ascertain whether 

16 conditions justifying such determination still exist, with 

17 provision for termination of such payments if they do 

18 not and for seeking judicial appointment of a guardian 

19 or other legal representative, as described in section 1111, 

if and when it appears that such action will best sei-te 

21 the interests of such needy individual; and 

22 "(5) opportunity for a fair hearing before the State 

23 agency on the determination referred to in paragraph 

24 (1) for any individual with respect to whom it is made." 

(d) Section 1405 of the Social Security Act (as 
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1 amended by section 221 of this Act) is amended by adding 

2 at the end thereof the following new sentence: "Such term 

3 also includes payments which are not included within the 

4 meaning of such term under the preceding sentence, but which 

5 would be so included except that they are made on behalf of 

6 such, a needy individual to another individual who (as de­

7 termined in accordance with standards prescribed by the 

8 Secretary) is interested in or concerned with the welfare of 

9 -suchneed~y individual, but only with respect to a State whose 

10 State plan approved under section 1402 includes provision 

11 for­

12 "(1) determination by the State agency that such 

13 needy individual has, by reason of his physical or mental 

14 condition, such inability to manage funds that making 

15 payments to him would be contrary to his welfare and, 

16 therefore, it is necessary to provide such aid through 

17 payments described in this sentence; 

1.8 "(2) making such payments only in cases in which 

19 such payments will, under the rules otherwise applicable 

20 under the State plan for determining need and the 

2 1 amount of aid to the permanently and totally disabled to 

22 be paid (and in conjunction with other income and re­

23 sources), meet all the need of the individuals with respect 

24 to whom such payments are made; 
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"(3) undertaking and continuing special efforts to 

protect the welfare of such individual and to improve, to 

the extent possible, his capacity for self-care and to man­

age funds; 

"(4) periodic review by such State agency of the 

determinationunder paragraph(1) to ascertainwhether 

conditions justifying such determination still exist, with 

provision for termination of such payments if they do not 

and for seeking judicial appointment of a guardian or 

other legal representative, as described in section 1111, if 

and when it appears that such action will best serve the 

interests of such needy individual; and 

"(5) opportunity for a fair hearing before the State 

agency on the determination referred to in paragraph 

(1) for any individual with respect to whom it is made." 

-(e)-(e) The amendments made by this section shall 

apply in the case of expenditures made after December 31, 

1965, under a State plan approved under title I, X, XIV, or 

XVI of the Social Security Act. 

DISREGARDING CERTAIN EARNINGS IN DETERMINING NEED 

UNDER ASSISTANCE PROGRAMS FOR TIME AGED, BLIND, 

AND DISABLED 

SEC. 403. (a) Effective January 1, 1966, section 2 

(a) (10) (A) of the Social Security Act is amended by 

striking out "; except that, in making such determination, 
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1 of the first $50 per month of earned income the State agency 

2 may disregard, after December 31, 1962, not more than 

3 the first $10 thereof pius one-half of the remainder" and 

4 inserting in lieu thereof the following: "; except that, in 

5 making such determination, of the first $80 per month of 

6 earned income the State agency may disregard not more 

7 than the first $20 thereof pius one-half of the remainder". 

8 -(-b) ~Efeetiave 4~ai~iuaiy 4-7 4-#44(4 seeoie+t .10()(4 

9 ef ettehAt is aifeiided b-yi-+s ttiWte& 

10 ffenith 4efeemed i**eefne the State f*igetiey +iafy-, ft-ef lPeeema 

11 he*' &4-,4#612% disr-egeftd fit4 fneime thftn the fii'st *4-0 ther-eef 

12 phi~s effe-h4m of the i~eiiiader" aad isefti~ii~g i* lief thefeef 

13 the fel~ewing-: £Lf the fiifst $80; pei' tfloth of eaft~ed eeie 

14 the 4tate ageney maty dis- ga*'d4 int ffiore than*the fir-t $20 

15 thef-eef pis en-idiha4fo the refemtinder-" 

16 (b) Effective January 1, 1966, section 1402 (a) (8) of 

17 such Act is amended by inserting after the semicolon at the 

118 end thereof the following: "except that, in making such de­

19 termination, (A) of the first $80 per month of earned income 

20 the State agency may disregard not more than the first $20 

21 thereof plus one-half of the remainder, and (B) the State 

22 agency may, for a period not in excess of 36 months, dis­

23 regard such additional amounts of other income and re­

24 sources, in the case of an individual who has a plan for 
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achieving self-support approved by the State agency, as may 

be necessary for the fulfillment of such plan, but only with 

respect to the part or parts of such period during substan­

tially all of which he is actually undergoing vocational 

rehabilitation;". 

(c) Effective January 1, 1966, section 1602(a) (14) 

of such Act is amended to read as follows: 

"(14) provide that the State agency shall, in de­

termining need for aid to the aged, blind, or disabled, 

take into consideration any other income and resources 

of an individual claiming such aid, as well as any ex­

penses reasonably attributableto the earning of any such 

income; except that, in making such determination with 

respect to any individual­

"(A) if such individual is blind, the State 

agency (i) shall disregard the first $85 per month 

of earned income plus one-half of earned income in 

excess of $85 per month, and (ii) shall, for a period 

not in excess of 12 months, and may, for a period 

not in excess of 36 months, disregard such addi-. 

tional amounts of other income and resources, in the 

case of any such individual who has a plan for 

achieving self-support approved by the State agency, 

as may be necessary for the fulfillment of such plan, 
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"(B) if such individual is not blind but is per­

manently and totally disabled, (i) of the first $80 

per month of earned income, the State agency may 

disregard not more than the first $20 thereof plus 

one-half of the remainder, and (ii) the State agency 

may, for a period not in excess of 36 months, dis­

regard such additional amounts of other income and 

resources, in the case of any such individualwho has 

a plan for achieving self-support approved by the 

State agency, as may be necessary for the fulfillment 

of such plan, but only with respect to the part or 

parts of such period during substantiallyall of which 

he is actually undergoing vocational rehabilitation, 

and 

"(C) if such individual has attained age 65 

and is neither blind nor permanently and totall~y dis­

abled, of the first $80 per month of earned income 

the State agency may disregard not more than the 

first $20 thereof plus one-half of the remainder; 

and'. 

ADMINISTRATIVE AND JUDICIAL REVIEW OF PIJBLIC 

ASSISTANCE DETERMINATIONS 

SEC. 404. (a) Title XI of the Social Security Act is 

amended by adding at the end thereof the following new 

section: 
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"ADMINISTRATIVE AND JUDICIAL REVIEW OF CERTAIN 

ADMINISTRATIVE DETERMINATIONS 

"SEC. 1116. (a) (1) Whenever a State plan is sub­

mitted to the -Secretary by a State for approval under title I, 

IV, X, XIV, XVI, or XIX, he shall, not later than 90 days 

after the date the plan is submitted to him, make a deter­

mination as to whether it conforms to the requirements for 

approval under such title. The 90-day period provided 

herein may be extended by written agreement of the Secre­

tary and the affected State. 

" (2) Any State dissatisfied with a determination of the 

Secretary under paragraph (1) with respect to any plan 

may, within 60 days after it has been notified of such deter­

mination, file a petition with the Secretary for reconsidera­

tion of the issue of whether such plan conforms to the 

requirements for approval under such title. I;Pgf Within 

30 days after receipt of such a petition, the Secretary shall 

notify the State of the time and place at which a hearing 

will be held for the purpose of reconsidering such issue. Such 

hearing shall be held not less than 20 days nor-more than 60 

days after the date notice of such hearing is furnished to such 

State, unless the Secretary and such State agree in writing 

to holding the hearing at another time. The Secretary shall 

affirm, modify, or reverse his original determination within 

60 days of the conclusion of the hearing. 
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1 "(3) Any State which is dissatisfied with a final deter­

2 mination made by the Secretary on such a reconsideration or 

3 a final determination of the Secretary under section 4, 404, 

4 1004, 1404, 1604, or 1904 may, within 60 days after 1+66ee 

it has been notified of such determination, file with the United 

6 States court of appeals for the circuit in which such State is 

7 located a petition for review of such determination. A copy 

8 of the petition shall be forthwith transmitted by the clerk 

9 of the court to the Secretary. The Secretary thereupon shall 

file in the court the record of the proceedings on which he 

:11 based his determination as provided in sect-ion 2112 of title 

12 28, United States Code. 

13 " (4) The findings of fact by the Secretary, tinlesq sth 

14 staiatia4ly eointr-axy to the wei~gt424o the evi~deiiee if supported 

by substantialevidence, shall be conclusive; but the court, for 

16 good cause shown, may remand the case to the Secretary to 

17 take further evidence, and the Secretary may thereupon make 

18 new or modified findings of fact and may modify his previous 

19 action, and shall certify to the court the transcript and record 

of the further proceedings. Such new or modified findings of 

21 fact shall likewise be conclusive inless substeitially eef4ra+­

22 to the wegh of the e*4denee if supported by substantial 

23 evidence. 

24 " (5) The court shall have jurisdiction to affirm the 

action of the Secretary or to set it aside, in whole or in part. 
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1 The judgment of the court shall be subject to review by 

2 the Supreme Court of the United States upon certiorari or 

3 certification as provided in section 1254 of title 28, United 

4 States Code. 

5 " (b) For the purposes of subsection (a), any amend­

6 ment of a State plan approved under title I, IV, X, XIV, 

7 XVI, or XIX may, at the option of the State, be treated 

8 as the submission of a new State plan. 

9 " (c) Action pursuant to an initial determination of the 

10 Secretary described in subsection (a) of -(-b) shall not be 

11 stayed pending reconsideration, but in the event that the 

12 Secretary subsequently determines that his initial determi­

13 nation was incorrect he shall certify restitution forthwith in 

14 a lump sum of any funds incorrectly withheld or otherwise 

15 denied. 

16 " (d) Whenever the Secretary determines that any item 

17 or class of items on account of which Federal financial partici­

18 pation is claimed under title I, IV, X, XIV, XVI, or XIX 

19 shall be disallowed for such participation, the State shall be 

20 entitled to and upon request shall receive a reconsideration 

21 of the disallowance." 

22 (b) The amendment made by subsection (a) shall 

23 apply only with respect to determinations made after 

24 December 31, 1965. 
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1 MAINTENANCE OF STATE PUBLIC ASSISTANCE 

2 EXPENDITURES 

3 SEC. 405. Title XI of the Social Security Act is 

4 amended by adding at the end thereof (after the new sec­

5 tion 1116 added by section 404 of this Act) the following 

6 new section: 

7 "9MAINTENANCE OF STATE EFFORT 

8 "SEC. 1117. (a) The total of the amounts determined 

9 under sections 3, 403, 1003, 1403, 1603, and 1903 for 

10 any State for any quarter beginning after December 31, 

11 1965, and ending before July 1, 1969, shall be reduced 

12 to the extent that­

13 " (1) the excess of (A) the total of the amounts 

14 determined for the State under sections 3, 403, 1003, 

15 1403, 1603, and 1903 for such quarter over (B) the 

16 total of the amounts determined for the State under sec­

17tions 3, 403, 1003, 1403, and 1603 for the same quarter 

18 of the fiscal year ending June 30, 1965, is greater than 

19 " (2) the excess of (A) the total of the expenditures 

20 for such quarter (for which the determination is being 

21 made) under the plans of the State approved under 

22 titles I, IV, X, XIV, XVI, and XIX over (B) 

23 the total of the expenditures under the State plans of the 

24 State approved under titles I, IV, X, XIV, and XVI 
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i for the same quarter of the fiscal year ending June 30, 

2 1965; 

3 except that, at the option of the State, any of the following 

4 may be substituted (with respect to the quarters of any 

5 fiscal year) for the amount determined as provided in 

6 paragraph (1) (B) -

7 " (3) the total of the amounts determined for the 

8 State under sections 3, 403, 1003, 1403, and 1603 for 

9 the same quarter in the fiscal year ending June 30, 

10 1964; or 

11 " (4) the average of the totals determined for the 

12 State under sections 3, 403, 10Q3, 1403, and 1603 for 

13 each quarter in the fiscal year ending June 30, 1964, or 

14 June 30, 1965. 

15 If the substitution of the total referred to in paragraph (3) 

16 is chosen by the State, there shall be substituted for the 

17 amount determined under clause (B) of paragraph (2) 

18 the total of the expenditures under the plans of the State 

19 approved under titles I, IV, X, XIV, and XVI for the 

20 quarter referred to in such paragraph (3). If the substi­

21 tution of the average for either of the years referred to in par­

22 agraph (4) is chosen by the State, there shall be substituted 

23 for the a-mount determined under clause (B) of paragraph 
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1 (2) the average of the total expenditures under the plans 

2 of the State approved under titles I, IV, X, XIV, and XVI 

3 for each quarter in the same fiscal year. 

4 " (b) For purposes of this section, expenditures under 

5 the plans of any State approved under titles I, IV, X, 

6 XIV, XVI, and XIX and the reduction determined with 

7 respect thereto under this section, shall be determined on 

8 the basis of data furnished by the State in the quarterly 

9 reports submitted by the State to the Secretary pursuant to 

10 and in accordance with the requirements of the Secretary 

11 under title I, IV, X, XIV, XVI, or XIX; and determina­

112 tions so made shall be conclusive for purposes of this section. 

13 " (c) If a reduction is required under the preceding 

14 provisions of this section in the total of the amounts deter­

15 mined for a State under sections 3, 403, 1003, 1403, 1603, 

16 and 1903 for any quarter, the Secretary shall determine 

17 which of such amounts shall be reduced and the extent 

18 thereof in such manner as in his judgment will best carry 

19 out the purpose of maintaining State effort under the Federal­

20 State public assistance programs of the State, and with the 

21 total of such reductions to be equal to the reduction required 

22 under subsections (a) and (b) of this section."' 
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DISREGARDING OASDI BENEFIT INCREASE, AND CHILD'S 

INSURANCE BENEFIT PAYMENTS BEYOND AGE 18, TO 

THE EXTENT ATTRIBUTABLE TO RETROACTIVE EFFEC­

TMV DATE 

SEC. 406. Notwithstanding the provisions of sections 

2 (a) (10) and (11) (D), 402 (a) (7), 1002 (a) (8), 1402 

(a) (8), and 1602 (a) (13).and (14) of the Social Security 

Act, a State may disregard, in determining need for aid or 

assistance under a State pla~n approved under title I, IV, X, 

XIV, or XVI of such Aet, offiy ai-ettfit pai4 to aiiy individu­

4 idrt4 4o te -tffmttspf oteHei i 

wh~ieh peaymfeit of a"e affiettit, is reeeived, to the e~Rteti thi4 

sneli paymmfiet ims Act, any amount paid to any individual 

under title HI of such Act (or under the RailroadRetirement 

Act of 1937 by reason of sect-ion 326(a) of this Act), for 

any one or more months which occur after December 1964 

and before the third month following the month in which this 

Act is enacted, to the extent that such payment is attribut­

able-­

(1) 'to the increase in monthly insurance benefits 

under the old-age, survivors, and disability insurance 

system resulting from the enactment of section 301 of 

this Act, or 

(2) to the payment of child's insurance benefits 

under such system after attainment of age 18, in the 
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1 case of individuals attending school, resulting from the 

2 enactment of section 306 of this Act. 

3 EXTENSION OF GRACE PERIOD FOR DISREGARDING CERTAIN 

4 INCOME FOR STATES WHERE LEGISLATURE HAS NOT 

5 MET IN REGULAR SESSION 

6 SEC. 407. Notwithstanding the provisions of section 

7 701 of the Economic Opportunity Act of 1964, no funds to 

8 which a State is otherwise entitled under title I, IV, X, 

9 XIV, XVI, or XIX of the Social Security Act for any pe­

10 riod before the first month beginning after the adjournment 

11 of a State's first regular legislative session which adjourns 

12 after August 20, 1964 (the date of enactment of the Eco­

13 nomic Opportunity Act of 1964), shall be withheld by reason 

14 of any action taken pursuant to a State statute which prevents 

15 such State from complying with the requirements of sub sec­

16 tion (a) of such section 701.. 

17 9PE3OHNI6A-h AIMEDAENT TO BEIINA PBLI ASI­

1L8 A~e PRV80SVII1 ~eM BOEEI 9 

19 u&EC. 40O8- -(a) E~eept fts poiein sahieetiof -(i) (24 

20 th finfei- aeb this seetien shall beeeiee effeetive 

21 j - 97 

22 ..Q (1) TIhe headieg of titl I of the Seeia Seeii~ity 

23 Ae i amne bysriig t "AND4 KEjDAP-_~, AS­

24 SITAC Fcj Tgg AGE 

25 T fis of I sti-h A-et iic___ ene seto of 
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I mfende** to feed as follws-: !Of the PffffoSe -(4e of efle­

2 bli+*efte kate-, fs fff fts pffEbetieftble utede* the eo d~ioftis mi 

3 suek Stftte-, to kWiff4sk WiftfieWe ftsstst*~e to aged neeedy iffdi­

4 4 a~ % ~ke 94+t,-, as ffaf fts pfaeti4­d +13*4of OOsif*f 

5) eabl *mdef 4the eoffdig-eits iia stth~t~~to foi~ish f-ehpbili­

6 tatiof asd4 ether seiwees to help stiee ifti4idfifals to eAta-if 

7 or fetaiii ftepability fef self,-eaf thefe is hereby ut-hof-ized 

8 to be ftppf-opfifted fof e"e fvseM yeaf a stim suffieieiit to 

9 et**ry ou&t the pau-poses of this title?." 

10 -(-3 Th~e seeeoid senteieee of seetioii I of sfeek Aet is 

11 ~affleftded b-v stf4i"~outa or-fof Ricedie alssisane fef the 

12 age4 of fo+ old-age ft&54staftie a-d ffede asitie o 

13 tpe ftgd" 

14 lehdi eeii osu Ati ffede -

-15 stfikiftg Out !* IPIA 

1.7 ~age-aph -(4-) is amfeided by stfikiing ouft "I oi foil medien 

18sistaniee for the ftge-E, ofei--old-age wtssistanee andiiediea 

19 assitee fef the ftged". 

20 4-* Seetion 924(ft)Lo of steek AeA is, amfeided by stik­

21 ift out asss~ foi- of~on beaftf ofL anfd inser-tiftg ini lieii 

22 thefeof Lasistm t(;,¾ 

23 +7± Seetion 2-(-) of s&ee A-et is fefr-hef aifended by 

24 str-ikiago out pfagfpbhs-(-1-f})-a d-4-f)-*nd nsertingiifl Ref 

25 ther-eo the foltoiag:. 
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1 (LfIO.) tprovide that the State age**ey shftH., in de­

2 teminitngrg need-, take iifte eonwideffAieitftH e., thelr ift­

3 eomne an4 fesotffees of a* iff&i4dwAl elaiming etieh assist­

4 aRee as wel4 as a±*y e~penses r-easofiatWl attribhiabke to 

5 the eafimiBg of fany sffeh iineoeme; e:)eept that-,iftmak­

6 ifteh etteh dete -fifiatian-, of the fifst $80 per- mfonith of 

7 eafned iiieome the State agefiey winay dis~ega-rd not meoe 

8 thanf the fi-ist $20 thefeof plus one-hafU of the r-emakider­

9 ~ (41± inelude r-ef*senable stmid"&ds eoflsistent wit 

10 the objeetivzes of thi titk-j for determinling eligibihty 

11 fef and the extent of assistainee tmdef the plai+­

12 " +)povdea td eseiptiofofthe se.vi~ees -W ifny) 

13 whieh the State agetiey tfiakes available to app~lieftnts 

14 fff atn4 reeijpients of assistftnee fndef the p1an to heV 

15 theffl atitfin self-eafe, ifiehiding a dese~iption of the steps 

16 taken to assw-e-, in the provi4sion of sueh seri4ees, a4 

17 mumn utilizationa of ether ageneies jprooiding sifflile Of 

18 Y-elated seiwviees;.j! 

19 -(-8) Seetion 2-(-)-of siteh A-et is hfnthef- afaended by 

21 -(4*)anfd -(44)-i Feseetivelyy, and­

22 -(4)+ the pa-Fagfaph. so f-edesignated as pafatgf-aph 

23 }4--is affiendedI 

24 -(}by strikingofft ±vr ft beha4 oPftithe 

25 nmate* Vieeediii elause -(A)-, antd 
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1 -(ii) by striking oat "seetien 8(a)-(4)- (A+ 

2 -$4-ad 44(ii.).!Mela-use G)-ani4iniscr-tin inlieu 

3 thereofL~Iiete (-a-f8)-(A)-(,4+ - antd -(i4)- 2 j anfd 

4 +B)- the paragr-aph so redesignated as paragraph 

-(444 is a~mended by strikintg oat t~o in beha olff­

6 -(9) Sectionf -24)--(-24- of suceh Acet is amfended by strik­

7 inig out £ (-A)- int the case of applicants ffford4age assist­

8 ane",efd byestiig oft aMd-(R-I+int the ease of appli­

9 casts for mfedical assistanc for- the atged eineltdes anfy dift 

10 vi~duttl who r-esides int the State". 

11 -(10) Seect~io 224e) of such Act is repealed7 

12 -(4-" So muctth of section i34(a)--(-1) of suceh Acet as pre­

13 ed~es clause -(A) is amended by striking out Lurin each 

14 month of suceh qaRft~er 2 and inserting int lieu thereof 1 ~tda­

15 inlg suceh quia~ter­2 , and by strikinig out " (ineluding e~pendi­

16 ttures for rmim trder parft -B of tie XVIII for inl­

17 dii,4dwals4 who are recipienits of money patyments under- such 

18 planf anfd other inisuirance pr-emfiinns for mnedical or any other 

19 type o fremedial cur-e or 4the cost ther-eof-)'¾ 

20 -12 4-eto 8-(a) (-1)-(-A*) of suceh Act is amentded 

21 by striking out "'stih month2 wrhere it fir-st appears anid 

22 iniser-ting in lieut thereof 1 fnymoth!"!, and, by striking out 

2 -nv-n-el- to tttttmne'-" annt &4 thAt follows5 aft inserting 

24 intlieutthereeof -jplts2. 
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1 413} Seti3 -(a) (%H(* of otteh Aet is atmended to 

2 "adsfollows: 

3 ai+B' the Feder-al pefeontage -(-as defined in 

4 seetion 44- 1(a)--(8.)- of the am~omti by whiek siaeh 

5 e~penditiafes e-xeeed the menmm whieli mfay be 

6 eointed fimdef eai~se -(A}, not eou ttig so mueb 

7 of anly enpeftdituf-e with respeet to anly mentha 

8 exeeeds the pr-oduet Of $7-s multplied by the tota 

9 Raitmef of sfeh f~eeipients of old-atge assistanRee fef 

10 sel-e meonth;j. 

11 -(4) Seetieni 3 (a)-(-2+ of sueh Ae ims am~enided to read 

12 fellews-: 

13 £±43+ ift the ease Of Puerto 1Rieeo- the V'irgini:slaffds., 

14 antd Guam,~an amfotint equal to one-hamf Of the towa of 

15 the sttms expendse dmugi siieh qiuarte* as old-age assist­

16 anee undei- the State plan-, not eetmting so *nueh of anfy 

17 expendlitafe Nwth respeet to anly month as exeeeds $3~7-50 

18 multi-plied by the total nambei of *eeipients of old-age 

19 assistanee fof ea-e1 mnonth;" 

20 -(4-1 Seeio- 3 (J}a)-()of setie Aet is i-epealed­

21 41-6)- Seetion 8 (a)--(4) Of suehi Ant is fedesignated as 

22 seetion 3-(a-)--(a). 

23 +1-+Seetion8 (a) (0*ofsuehA-et is rdsga as 

24 seetiona .3 (a) (4), mand as so esgn iaedeb 
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1 tri41ng OtA4 !.Paragira~h f()-ad insefttfgift ieittheree 

2 paiagrah. (3 

1-(8*) Seetieng -(-e* of saeh Aet i-s amnen~ded by strik~a 

4 oiragir-atO 4(4~)- la-ee it atP~eais and iisi fgt eaeh 

6 gr-Pa M()QAd ifieftifig if' lie t3eoe "pafagfapa -(4)~ 

7 -(19.) The heading of seetion 6 of sueli A~et is amended 

8 by stfikin~ oat "iPefnitionsL' and iiooer-tifig in~lieff thereof 

9 £Defilitieft2 . 

10 J4J. !The fist sen~tenee of seetion 6-(4-of stleh Aet 

11 -(as aaefide4 by this Aet) is atmended­

12 4- ySrkn fA4 a 

13 -(B*bystkie n OA f WPrid&i ftkofoftef 

14 th third month befere the meoi~th ift whiek the feeipieet 

15 nAkes a-pplieation foir assisa-Ree4 fiedi eaife in IAeal 

16 of anPfy type of r-emedia eaire -eeognimed ande State 

17 law ift eheaf of- aftd 

19 (424) Seetio~6-(h) and 6-++ of eueh Ae t&e -e-peoled 

20 4(e)( So ~mue of seetion 4O'3-(a)-(4) - of stish AeA as 

21 preee ebeause .A-W i-s aiieiided by stifiking out " (ifielding 

22 exte-fditues for premiaims indef part -Bof titl XV444 fe*­

23 if~-F~f6wo r eiift ofnetypyaet f 

24 sffei pla-n atnd othei insananee pr-effinms for~aediel of an-y 

25 Others type of renedWa eare of the east thereof) ". 
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1 -(-2)- Section 403-(a)--(4)-++-(-A ofsuh act is amended by 

2 striking out clauses -(it,-tilt and -(ii) and inser-ting in leie 

3 thereof the follo-wing: 'i-4 the iuffber of indi-iditak -with 

4 r-espect to whom suchk aid is paid for such moenth plis -(i) 

5 the numfber of other individuads with r-espect to whom pay.­

6 ments described in section 4064(b.)-2)- are made in such 

7 month and incluided as c~ecndituires for purposes of thi par-a­

8 graph or paragr-aph 42) )½" 

9 -(3) Section 403-(a)f2)- of such Act is amended by 

40srikino outA "-(fmchtding expenditures for insurance pemi 

11 for medica or any other type of remedia car e or the cost 

12 thereofV" 

13 -(4)- So much of section 406-(-b)- of suceh -Actas pr-ecedes 

14 ~4o meet the needs of the relath'e2' where it fir-st appears is 

15 amfenided to reatd as follows:e 

16 "-(-H Thke term C1aid to famailies wit dependent ehildr-ent 

17 mieans moeney paymnents with respect to at dependent child 

18 or dependent ehildr-em and includes -(I) mloney paymfentsL! 7 

19 45- Section 409-(a)- of suc-h Act is amnended by strikinig 

20 ouft I'-fother than for medical or anly ether ty-pe of r-emedia 

21 ear-e)­

22 -(d)f(I)- So much of section 4-003-(fta)(4) as pr-ecedes 

23 clause -(-A) is amended by striing out "-(including expe-ndi­

24 tures for pr-emiumns under part of tite XA4HI for di-l 

2.5 *4duale who are r-ecipients of money payments unider such 
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-andfn othevr insura-nce premnmnfs for mledicea or anty oth-er 

2 type of r-emedial care or the cost thereof)¾" 

3 -­ 4- Sectiont 1003-%1)-(-A+) of such -Aet is amaended 

4 by striking ouft L (which tota numffber2L and all thatt follows 

5 eud iinseting ifliea ther-eo½plus' 

6 -(34- section10f-a)-(2) of suceh Act is amfenided by 

7striking out "-(inehtiding etpcndfitue fo ifsttrae-e pre­

8mifuns for mfedleal or an~y other- type of remfedial eare or the 

9 costthereof) Y'¾ 

10 -(4)- Sectiont IO06 of such Aet is amffended­

11 -()bye stiing o4 ",or-(4fpr-ovdedmftofafter 

12 the third month before the monfth int which the recipientt 

13 makes application for aid) mediea care in behal of or 

14 anly type of r-emfedial care recognized untder- State law ini 

t15 behal of -, Y anRd 

16 {B stfikitg offt Loreaei* beha4 of-'. 

17 (e)-(-1 mucth of V sucehS-o sectioni 44034-(4-)- Of Actlu 

18 as precedes clause +A)- is amfenided by stfikinfg ouft !±-(inkd~ 

1-9 intg etpenditur-es for premniums under part -Bof titeXVI 

20 for 4-ul whom are recipients of moneiey paymfenfts unfder 

21 sttch plan anfd oth-er insurantee pr-eincums for mnedia or any 

22 oth-er t-p-e of remedial4 care or the cost thceoef)¾ 

22 -24- Sectioii 1403-(a)--(44-(A)- of suceh -Act is amfenided 

24 by strikintg out " (-whie tota niunfibr2 andfi Al that feollow 

2.5 and iitsepti-fi int lieut thereofif pkis!L 
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1 -(&-stetiee 4403 (a)H2} of each Aet is amefided by 

2 striking out "i~iieldiing expcfndituf es foF insffimnee pi-e­

3 miumo%fof ,edical of anfy fithef type of efemediel eafe of 

4 the cost thereof)-" 

44)-Section 1405 of stteh Act is ftmetided­

6 -(- )by stfikfg ot "2 t! fpfoded iftofffteff 

7 thke thiird month befofe the m~onth ift which the fyeeijpient 

8 makes ftplicefion ffw aid)- medieal eezre iff belnd4 of-3 

9 of anfy type of f-emedWa e~e f~ee gnizied ttfdef State law 

10 in beheAl of-+"anfd 

11 .{B}- by striking uta ~-±e* eftte int behaff of!L 

12 -(f) (-1) TPhe head~in fof title X-V of such Act4 is 

13 amended by stfiking otit i~ OR~FORl SIT4Cl Al AND 

14 MEDWJJA4J ASSISTANCE FOIL T4fI AGED) 

15 4*2 The fstf seitence of section 14t0 of Suceh A-ft is 

16 fme-nded to Fead as follews-: ±±F-o- the pufpose -(a-ft of enf­

17 ablin~eaceh Sta~te-, as faii as p-Factieabl~e ttfder- the coniditions, 

18 in stteh Stutte-, to famuish finaaeieA assistance to needy din& 

20 yeazfs of age Off 0wff a-nd pe anmeitl-y and4 totaly disabled, 

21 anld %(1) ofe n each W-atep ats faf as pffaetieftble 

22 ttidei the eoditioffi inf sfeh Stftte- to fam-iish fehatbilitio 

23 andt otheir sci-wiees to help suceh iindiA4dufals to atttain of irctfin 

24 efbbility fe+ self-support Of self -cftf, thefe ims hei-eiw ant­
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1 dhioried to be atppfopr-i&ted fe* ea-eh fise.4 y-ef a stirn F+ 

2 eieii4 to eai~y o'ctt the jpwrposes 4 this title." 

3 -(3*)The seeond senftmiee of seetionf 14- of4siueh Aet iss 

4 ftfet4b tiigfft o ff4 otefgdb~4,o 

5 disa-ble and4 nediefd atssistanfee fof the aged".~ 

6 -(-4)- The heading fef- seetion 462 of s++eh -Aet is 

7 a-mlefded by st-r-khfig offt "I-oR F-on 0-F-R Ai-D *AND mHD eA-17 

8 ASSIETANCE F-OR THEf *CED". 

9 4-(-+ S-o ffith of seetioft 47602 (F-)- 4f saeh Aet asp-c 

10 eedes pafagffaih -(4} is atmended by str-ikifi ent £i of fof­

1- aid to the aged-, bliftd- of ifhal~ed anfd mfedie I assista-n e fof 

12 aged2 L,, 

13 -( Seetion 60 (ft-a)-(4-s-ueh A-et is ftn~hef amended by 

14 strikift ou-t loie assistfnee"1 wher-e-ver it a-ppears in paa-­

16 4- geeiii160 (ga) 9 of sefh A-et is atmended by 

17 54A1rfCg ott Lft~i4 ff assistaiiee to of ofl behealf of2 and inseFt­

1-8 iftg ift Ien they-eo Laidd 

19 -(-8-) Seetion 4-602-(a) of stteh Aet is fuiffhe* amended 

20 by st4kitig oAt paez-,g-faph -(45)- a-Rd by r-edes~gtta+ng pftfaf-­

22 speeady-- and~ 

24 -E1-5 is amended­
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b()~y4fktftgOA!,fItinh a f of ifth-e 

niatte* fteeedfig elatt-se -(-A+-; an~d
 

-(i) by sti4king out 4seo
4-(4O~-34)-(4.)-(A) 

-(i)-an .-(i)2 in ektise -{C and4 iiseftpng inl Kett 

thereef aseetien 4-6O3 (a)-(-3-)4 -(4+-and 4 y-(i} 

___A 

-(-Bg) the parftgntp so, fedesigic ateas parfgwffph 

-(443)is amfwfdend by stelking eat Loef if behialf 42, 

-(9)- The last sentenee of seetien 443f)4--Ea)- of Saseh A~et 

issai tedeby strikiigoatA efofito theage4-, liPAd, or 

d14*is~ d and, ffedie1 atssstanee fe& th-e atged)2 ½ 

-(40) Seetion f460 2 (b)- of sffeh A-e is, amended­

-(-A) by stelking out L'Of ssistantieeL 

..(B+ by sty-kiftg out IL(A} in the ease, of atpplieants, 

fer-f id to the aged-, blind- of~disabled",~an~d 

-- )by tfikingo4 and-4B)-iinthe ease ofaftp­

plieftfts feF mediea assista-nee fef the ftged-, e*elades atny 

iindi'i4dtt who mfesidies ini the State"­

-(144)- The inst senteniee of seetion 4602 (-b)- of stteb A~et 

i-s amended by stri4king out L-(e fff aid to the age4,- bl~ind­

of disabled and niedimeo atssista-nee fof the aged)-2 w-he-eve* 

tpas
 

-+i--4 Seetion 4-602 (-e)- of stteh Aet is fepeaeded
 

-(4g So wmeh of seetien 1-603 {}(&)- as --eed s elame
 

i 
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2 qtitt~te' ftu~+*4 ei~ *t 4eft ther-eo ±±dur-iigsueh qiiatei±!", 

3 aiid k)- 4tjjijki- ott ~(~ifielidiffg e~pefidittmres fe+' weinitim*s 

4 tiHlde. tpl. 14 of tifle YVA4T fi-' indivitmds whi ftte 

effi of *imm-y ptitni iHt, tmdef sueh Pla*in foA othe* +s-~e 

6 pife imed f f mf~fay *thei- type of r-effledia eftye of 

7 th es hfeyee)-L 

8 -(4) Seetimi 4.6O03 (a)-(-1)-(A)- of stteb A-et is amieftd 

9 by strikitg ma "stteh flen+th" whefe it fifst apjpeaf~s &nA 

inser-tifig if lie** dhefeef ~e meinth", &f4by sti~king maf 

11 6.L(.whieh tet4 i~iiiffhe#- "ed Ad thi4t follows ftffd in1se4ifig mn 

12 liff thre ples 

13 .{()- Setiof 1-603 (R)-(4)-(B4 )- e suee A-et is ai+*fided 

14 to Fef4fj follows: 

"-B the ~Fedef4 pefeeiitfge -(is defined iia see­

16 4o-e+ i 0 eS by whieh seeko.t f4y)- f the fstm~e" 

17 expedittim-, exeeed the ma-mimeitm whieh ffia- he 

18 eounted ittde elatie +A+)-, i" eeoeitii so muee 4 

19 aii-y e -Eedittife wit fespeet te a+ey meontk ee­

eee&J thie pfeodtiet of $7-4 fnitiplied by th+e tot* 

21 numcbef 4f fe4 pieyi~s of ftd to the atge4-, bliffd- o*fl­

22 44I4 fo+ flueh meftth-i;­

23 .{f6* Seetioi 4-(-~a++-9-) of seek A et is ftmeede te 

24 feed ats fo4Hews-: 

ILL'} in th eas of P ~ Rieo-, the Virin slads­



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

383
 

ae*4 Giaffnaft affeieq**f to eiie h ofthe totaof the 

suims e~efnded dti-inig sffeh qfaftef as ftiA to the age4, 

41i4+4- of disfkb1ed umdef the ftat-e plaiR, teot eountiiig so 

mastth of ffay ei*jetditoffe With fespeet to sa~y mffifth as 

exeeeds $3-7.60 ffititiplied by the toWa miitfie~ of 'ee 

efits of atid to the ftged-, Wiftd- of disil~ed fef stteh 

Bmofth;". 

-(1-7 seetion 16(4(*a) (4) of saeh Aet is Ifepeftled. 

-4-8)- Seetion 163 (-a)-(-4) of sHash Aet is fdsgae 

as s~eetioff 1603 (a)--(-3)-, ad~ as sgo fedesignated is amneiied 

by stfikiag tat ~O assistfteo& wh~aeise± it appears. 

-(4.9) seetioll 16O3 (a)-4()- of sffeh A-et is fdsgse 

fts seetioft 1603(ft)-(4)-, sadt eas, so fedesignated is aiiiended 

b stfikifitg oat "pfasgftigr"h 44(-4' fl* iffsei4ft~g it lIes thef eo 

CCpaffttsaph (-3). 

-(a-0-) Seetioii 463 ~(-b)-( of sffeh Aet is amfeaded by 

str4kiig offt ~~ assistanee"' whesoeief it ftppeffs. 

424)- Seetiea 1630.3-(e) of steek A~et is wflefded by stfik­

ing eat "pfffgraph 44)-n whee~e it appeffs andft iseftifi 

ift lief thefeof £Lpftfgiftph -() adR by stfiking out "poa-& 

gn*ph 4&p anfd inseftiag ift lief thef-eofe aa~sh-4 

4-(-2.) The fift seiiteftee of seetioft 4-60.54)-o staeh A,,et 

-(-as fiamended mby tis Aet.) is Etamfended­

+A+ by str~iagot -(-a)+ 

4)b-y tiysg ftgoof0Prvdein tO fftef 
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1 the thir4 month before the Bmenth ifi whieh the Fe­

2 etiefl akies aptplieatie*n fe* aWid-- ediea eafe iftI be­

3hall of 0* a~iy tp of emedial eatfe Feeegftized iande* 

4 State 1,aw i m Uehall aftd~~ 

5 ~ % y stik~fg ott-0o eafe kH -behaff ef2 eaeh 

6 plktee it appears. 

7 *2-3 Seetio~4-WO5 (b)- of seah Aet is ~ejpea4 d­

8 '(g) (-)- Seeticif f902 (at)-(2O)-(-)- ef suh Acet is 

9 amefnded by stgiking out "~seetiont (a)(4) (-A+-* eftd -(44 

10 of seetieft UQ3 (a)--(4)(-(+ *~ aftd +(44 a-Rd ifisei-ting 4t 

11 lieia tlhefe(f gceetief 3-(a) (3.)-(A {) a*d -(i) e* seetiona 

12 -63()(3-f(A)--( and (i}) 

13 +(2} Seetiont 1903 (a) (3) (A)'(i) of sueh Aet 1 

14 atmefled by st~ikiiig eAt Lsetiont 3-(a~)(4)- and insecrt in 

15 i-n lieu thereof t'seetien 3 (a) (-8)--. 

16 (1) Section 64-9 of the Re~ventie Acet of -104is amfended 

17 by striking oat i"eth-ef than ffeetiont 3-(g-(-a)- thereof)2-" antd 

18 " (othe*-than seetiont I603-(a) (-3 th-e-1eof~ 

19 TECHNICAL AMENDMENTS RELATING TO PUBLIC 

20 ASSISTANCE PROGRAMS 

21 -(i.)--(-) SEC. 408. (a) Section 1108 of such Act is 

22 amended­

23 +A+)by sti~king ota " (othe* than section 3-(a)-(-&) 

24 thereof) " aiid ~(-other- than section 4603 (a)--(3+ th1 c 

25 o)L 
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+(B*)(l) by striking out "$9,800,000, of which 

$625,000 may be used only for payments certified with 

respect to section 3 (a) (2) (B) or 1603 (a) (2) (B)" 

and inserting in lieu thereof "$9,800,000"; 

-(CG)(2) by striking out "$330,000, of which 

$18,750 may be used only for payments certified with 

respect to section 3 (a) (2) (B) or 1603 (a) (2) (B)" 

and inserting in lieu thereof "$330,000"; and 

kI1)-(3) by striking out "$450,000, of which 

$25,000 may be used only for payments certified with 

respect to section 3 (a) (2) (B) or 1603 (a) (2) (B)" 

and inserting in lieu thereof "$450,000". 

-(2.)(b) The amendments made by M 

-(4-)--4)- evft -(4.)-(-1) subsection (a) shall be effective in 

the case of Puerto Rico, the Virgin Islands, or Guam with 

respect to fiscal years beginning on or after the date on 

which its plan under title XIX of the Social Security Act is 

"proe~ed, ff begiiwiiii off of &ftetfJ+i-y 4-, 1967-7 whiehevef 

is eaf4iei- approved. 

g(neetieii 44-09 of st"e A-et is mend4ed by sti4kifg e~t 

"2()(0 (A) " ti iftseftki irn hief tker-ee ±H2 (a) (40)2!. 

-(4)--(.) (c) (1) Section 11 12 of such Act is amended by 

striking out "for the aged". 

(2) The heading of section 1 112 of such Act is amended 

by striking 	out "FOR THE AGED. 

HMR. 6675-13 
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1I (} (d) Section 1115 of such Act is amended by striking 

2 out "or XVI", "or 1602", and "or 1603" and inserting in 

3 lieu thereof "XVI, or XIX", "1602, or 1902", and "1603, 

4 or 1903", respectively. 

5 OPTOMETRISTS' SERVICES 

6 SEC. 409. Notwithstanding any other provisions of the 

7 Social Security Act, whenever payment is authorized for 

8 services which an optometrist is licensed to perform, the 

9 beneficiary shall have the freedom to obtain the services of 

10 either a physician skilled in diseases of the eye or an optome­

11 trist, whichever he may select. 

12 ELIGIBILITY OF CHILDREN OVER AGE 18 ATTENDING 

13 SCHOOL 

14 SEC. 410. Clause (2) (B) of section 406(a) of the 

15 Social Security Act is amended by striking out "attending a 

16 high school in pursuance of a course of study leading to a 

17 high school diploma or its equivalent," and inserting in lieu 

18 thereof "attending a school, college, or university,". 

19 DISREGARDING CERTAIN EARNINGS IN DETERMINING NEED 

20 OF CERTAIN DEPENDENT CHILDREN 

21 SEC. 411. Effective July 1, 1965, so much of clause 

22 (7) of section 402(a) of the Social Security Act as follows 

23 the first semicolon is amended by inserting after "except that, 

24 in making such determination," the following: "(A) the State 

25 agency may disregard not more than $50 per month of 
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I earned income of each dependent child under the age of 18 

2 but not in excess of three in the same home, and (B) ". 

Amend the title so as to read: "An Act to provide a 

hospital insurance program for the aged under the Social 

Security Act with a supplementary medical benefits program 

and an expanded program of medical assistance, to increase 

benefits under the Old-Age, Survivors, and Disability Insur­

ance System, to improve the Federal-State public assistance 

programs, and for other purposes." 

Passed the Hlouse of Representatives April 8, 1965. 

Attest: RALPH R. ROBERTS, 
Clerk. 
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