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FROM THE

LEGISL4TIJE OFFIcE OFE VALUATION

ADMINISTRATION

Number 13 October 7, 1977

SOCIAL SECURITY FINANCING ACT
OF 1977

On October 6, the Committee on Ways and Means of the House of Representatives
ordered reported H.R. 9346, as amended, the "Social Security Financing Act of

1977." The bill now goes to the House of Representatives for further
consideration; floor action is expected during the week of October 17.

A copy of the press release issued by the Committee on Ways and Means outlining
the provisions of the bill is enclosed. Also enclosed is a statement
containing additional explanations of some provisions described only briefly
in the press release.

The bill would make a number of very significant changes in the OASDI program.
Perhaps the most significant aspects of the bill are the stabilization of
social security benefit levels in relation to wage levels (decoupling) and
the restoration of financial soundness of the program in the near term and

into the 21st century.

Decoupling

The decoupling provisions contained in the Committee bill are essentially
similar to those that were included in the Administration's financing and
decoupling bill (H.R. 8218, introduced on July 12). This decoupling approach
(like that recommended but not acted on last year__Legislative Report No. 9)
is patterned after a recommendation of the 1975 Advisory Council.

Briefly, decoupling would reduce the sensitivity of the present social security
benefit structure that, depending upon one's economic assumptions, could over-
or under-adjust the benefits of future retirees for inflation. Under economic
assumptions that now seem reasonable, the present system would in many cases
eventually produce benefits that are higher than the wages a person earns prior
to retirement. Two factors in present law bring about this overadjustment:
(1) automatic cost-of-living benefit increases apply to both current and future
beneficiaries; and (2) current workers' potential future benefits also increase
as wages rise.
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Under the Committee bill, workers who retire in the future would
continue to receive cost—of—living increases after retirement as
they do today, and benefits at the time of retirement would replace
a constant proportion of an individual's preretirement earnings.

This decoupling approach is designed to make the system operate as it
would have under the economic assumptions made when the automatic
provisions were enacted in 1972; although the issue was little discussed
at that time, it was assumed that replacement rates (benefit amounts upon
retirement as a percent of prior earnings) would have remained fairly
constant in the future.

A major feature of the decoupling plan is that the worker's earnings
would be indexed to reflect the change in general wage levels that has
occurred during his working lifetime. These indexed earnings would be
averaged (average indexed monthly earnings) and a three—step, weighted
benefit formula!' would be applied to his average indexed earnings to

produce the worker's benefit amount. For those becoming entitled to

benefits in the future, the benefit factors (percentages) would be constant
but the bend points (dollar amounts) in the formula would be adjusted
automatically as average wages increase.

By providing for the indexing of earnings and the benefit formula to the
increase in general wage levels, benefits would be based on the worker's
relative earnings position averaged over his working lifetime. As a result,

all workers with the same relative earnings position would be treated the
same regardless of when they bece entitled to benefits. Thus, while the

dollar amounts of benefits of, say, workers with average earnings retiring
20 or 30 years apart would be substantially different, their replacement
rates would be the same.

The decoupling provisions would reduce the current long—range financial
deficit of the OASDI program from an average of 8.2percent of payroll
over the next 75 years to about 3.66 percent of payroll. (This remaining

deficit would be further reduced by other provisions of the bill.) Thus,

that portion of the long-term deficit that can be attributed to the rising
replacement rate aberration under present law would be eliminated.

1/ The formula for 1979 would be: 90 percent of the first $180 of AIME,
plus 32 percent of AIME over $180 through AIME of $1,085, plus
15 percent of AIME above $1,085.
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Financing

The Committee bill would eliminate projected annual deficits in the
trust funds starting in 1980. During the remainder of this century,
the trust funds will grow relative to annual expenditures so that over
the medium range--the next 25 years—-the trust funds will have a surplus
equal to 0.9 percent of taxable payroll. Over the long range, the bill
would reduce the average annual deficit from 8.2 percent of taxable
payroll to about 1.7 percent of taxable payroll. All of this remaining
long-range deficit would occur in the next century.

Other Provisions

Other major provisions relate to (1) universal coverage, (2) the

retirement test, (3) gender—based distinctions in the law, (4) annual

wage reporting by employers, and (5) totalization agreements.

Senate Action

The Senate Committee on Finance also is considering social security
financing and decoupling legislation; the Committee is expected to
order its bill reported to the Senate soon. Another Legislative Report
will be issued at that time.

Samuel E. Crouch
Director

Office of Program Evaluation and Planning

Enclosures
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FOR IMMEDIATE RELEASE COMMITTEE ON WAYS AND MEANS PR NO. 22
THURSDAY, OCTOBER a, 1977 U.S. HOUSE OF REPRESENTATIVES

1102 LONGWORTH ROUSE OFFICE BLDG.
WASHINGTON, D.C. 20515
TELEPHONE: (202) 225—8a25

CHAIRMAN AL ULLMAN (D.-OREGON), COMMITrEE ON WAYS AND
MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES COMMrrrEE
APPROVAL OF SOCIAL SECURITY FINANCING BILL

The Honorable Al Ullman (D.-Oregon), Chairman of the Com-
mittee on Ways and Means, announced that the Committee has Voted
to report to the House H.R. 9346, as amended, a bill designed to restore
the short-range and long-range soundness of the social security system
and to make other improvements in the system.

The bill would reverse annual excesses of outgo over income in the
social security trust funds by gradual increases in the taxable wage
base and the payroll tax rates and by reallocation of income among
the trust funds. It includes "decoupling" provisions which would make
future social security benefit levels less sensitive to future changes in
wages and living costs and substantially reduce the long-range deficit
in the system, and would adopt a concept of universal coverage under
social security by bringing under the system 6 to 7 million workers
in public employment and employment by nonprofit organizations
effective in 1982. The bill would provide a surplus of 0.09 percent of
payroll in the social security cash benefit trust funds over the next 25
years in place of a projected deficit of 2.34 percent and reduce the
long range (75 year) actuarial deficit from 8.2 percent of payroll to
1.75 percent.

Following is a summary of major provisions of the bill:

Short-Tein Financing
The bill includes a schedule of social security tax rate increases over

present law in 1981, 1985 and 1990 to provide additional financing. Tax
rates for the self-employed would be adjusted to restore the original
level of one and one-half times the employee rate for the Old Age and
Survivors and Disability portion of the tax. There would be a sub-
stantial reallocation of income to the Disability Trust Fund which
would have been exhausted at the end of next year. The proposed tax
rate schedule is as follows:

(1)
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TAX RATES
[In percent]

Calendar
year 0

Present law ii.R. 9346
ASDI RI Total OASDI RI Total

Employee8 and empioyer8, each
1977
1978—80

4.95 0.90 5.85
4.95 1.10 6.05

4.95
5.05

0.90
1.00

5.85
6.05

1981—84 4.95 1.35 6.30 5.15 1.30 6.45
1985 4.95 1.35 6.30 5.45 1.30 6.75
1986—89
1990—2010

4.95 1.50 6.45
.4.95 1.50 6.45

5.45
6.00

1.45
1.45

6.90
7.45

2011 and later 5.95 1.50 7.45 6.00 1.45 7.45

1977

Sel.f-cm.pioyed per8on8
7.00 0.90 7.90 7.00 0.90 7.90

1978—80 .7.00 1.10 8.10 7.10 1.00 8.10
1981—84 7.00 1.35 8.35 7.70 1.30 9.00
1985 7.00 1.35 8.35 8.20 1.30 9.50
1986—89 7.00 1.50 8.50 8.20 1.45 9.65
1990 and later 7.00 1.50 8.50 9.00 1.45 10.45

• There would be ad hoc increases in the taxable wage base in 1978,
1979, 1980, and 1981 to achieve a base level under which about 90 per-
cent. of total payroll in covered employment would be taxable (as
compared with about 86 percent under present law). After 1981 the
base would be increased annually in line with wage levels as is the case
under present law. Following is the proposed taxable wage base sched-
iile for employers, employees and self-employed persons:

Calendar
year Present law ER. 9346

19 - $16, 500 $16, 500
1978 - 17, 700 19,900

1979
. 18,900 22, 900

1980 - 120, 400 25, 900
1981 - 121,900 27,900
1982 - 123400 130®O

1983 - - 124 900 131 800
1984 126 400 133 ())
1985 - 127 9O 135400
1986 -

19 -
129400
131 200

137,5w
139, 600

Estimated..

The bill provides standby authority for automatic loans to the
OASI and DI trust funds from federal general revenues whenever
the assets of a fund at the end of a year drop below a 25 percent
level in relation to the annual outgo for that year. The financing pro-
visions adopted by the Committee are designed to assure, based on the
estimates available, that the funds would not drop below the 25 per-
cent level and that. general revenue advances would not be required.
However, as a further guarantee, the Committee included a special
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provision under which temporary one-year payroll tax rate increases
of one-tenth of 1 percent each for employer and employees and 0.15
percent for self-employed persons would be triggered, under certain
circumstances.

Decoupling

To correct unintended effects in the benefit computation procedures
which produce benefits for future beneficiaries that could vary hftp-
hazardly with wage ard price fluctuations, the measure would "de-
couple" the system. The new decoupled system would index a worker's
earnings to reflect annual increases in average earnings levels up to
the second year before eligibility (age 62, death, or disability). This
has the effect of assuring that similarly situated beneficiaires genera-
tion to generation will receive relatively the same level of benefits. The
benefit leve.l adopted for the long-term is 5 percent below estimated
1979 benefit levels. Included in the bill is a 10-year guarantee of 1979
levels to provide a giadua.l transition. to the new system for workers
who retire. 1979 through 1988. The transition provision will not be
applicable to disability and survivor cases. As under present law, bene-
fits would continue to be increased according to the increases in the cost-
of-living after a person reaches age 62 or becomes disabled or, in the
case of survivor's benefits, after the time of the worker's death. The
"decoupling" provisions would eliminate over one-hadf of the long-
range deficit in the social security system.

Coverage

The bill would extend mandatory coverage, effective in 1982,. to the
three major groups not under social security. These. are federal em-
ployees in the Civil Service Retirement and other retirement systems,
about 30 percent of state and local government employees (about 70
percent now are under social security on a voluntary basis), and about
10 percent of the employees of nonprofit organizations (about 90 per-
cent of these employees are in the system on a voluntary basis). This
provision would bring 6 to 7 million additional workers into the system.

The bill provides for a comprehensive study of methods for inte-
grating the social security system and the Civil Service Retirement
System and other federal government retirement systems. The study,
to be completed not later than January 1, i8O would be made by the
Secretary of Health, Education, and 'Welfare in consultation with the
Civil Service Commission. The Secretary would be directed' to present
to Congress a specific and detailed plan for the integration of the two
systems. The plan would be expected to provide federal employees and
their families with the best possible combination of retirement, de-
pendents, survivors, disability and health benefits under the two sys-
tems at the lowest possible cost consistent with the solvency of the
systems. The Secretary is directed to include in the plan benefit pro-
visions and other features to assure that federal employees would not
be placed at a disadvantage either in their coverage protection or in
the contribut.ions required. of them by the integration of the systems.
The date for completion of the study would allow two yrs before the
integration takes place for the relevant committees of Congress to acton the plan.
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The measure would discontinue, effective September 14, 1977, the
present option of state and local government units and groups of non-
profit organization employees to withdraw from the system.

Tot ali2ation

Included in the bill is a provision, the International Social Secu-
rity Agreements Act, which would authorize the President to enter
into bilateral agreements with interested countries providing for lim-
ited coordination of the U.S. social security system and systems of
other countries. The agreements, known as totalization agreements,
would eliminate dual social security coverage for the same work in
each country covered by an 'agreement, and would enable individuals
who work for periods in each of the countries covered by an agreement
to qualify for a dual benefit in situations where they now are not eli-
gible for benefits in one or both of the systems involved. The United
States already has negotiated agreements with Italy and West Ger-
many which could be put into effect under this provision. Each agree-
ment would have to be submitted to Congress for 90 days before it
could take effect.

Retirement Test

The bill would raise to $4,000 in 1978 and to $4,500 in 1979 the
annual amount of earnings a beneficiary age 65 to 72 may have without
having any benefits withheld. After 1979, the figure would be increased
in line with the rise in annual earnings as under pres€nt law when a
cost-of-living benefit increase is paid. The retirement test figure of
present law, which is to rise to $3,240 in 1978, would continue to apply
to beneficiaries under age 65.

The bill would eliminatc the monthly measure of retirement—the
provision in present law under which full social security benefits are
paid for any month in which a person earns one-twelfth of the annual
retirement test amount or less, regardless of total earnings for the year.

The bill also would liberalize the retirement test for persons covered
by the social security system who are working outside the United
States.

Differences in Present Law Affecting Men and Wo'inen

The bill includes a series of provisions to make relatively minor
changes in the social security law to eliminate differences for men and
women. Some of these would write into the Act provisions which carry
out Supreme Court decisions already being followed by regulations.

The measure also would direct the Secretary of Health, Education,
and Welfare to conduct a study of changes in the social security pro-
gram needed to guarantee that women, as well as men, are treated
equitably. The study is to be completed in six months of enactment
of legislation.

Included in this study would be various proposals to mitigate the
cost impact of the recent Goldfarb decision on the system. This deci-
sion eliminated the previous requirement in the Act that men must
prove dependency on their wives in order to receive spouses' or wid-
owers' benefits on their wives' earnings records.
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The measure includes two provisions to irnprov,e benefits for spouses.
One would shorten the duration of marriage requirement for aged
divorced spouse's benefits from 20 years to five. The other would pro-
vide that remarriage would not cause any reduction in the benefits
paid to aged widows or widowers and that marriage would not ter-
minate benefits for certain other beneficiaries.

• Other Benefit Provision8

Zl[inimum.—The legislation would freeze the present minimum
benefit for future beneficiaries at its 1979 dollar amount (about $120.60
for an individual). The benefit would be adjusted for annual cost-of-
living increases only after the individual starts receiving it.

Special minimum.—This benefit provided for long-term, low-paid
workers would be increased. Under present law this benefit is equal to
$9 times the number of years of coverage a worker has in excess of
10 and up to 30; this benefit is not subject to annual cost-of-living
increases. The bill would increase the $9 figure to $11.50, and provides
that the special minimum would be kept up-to-date with future
increases in the cost-of-living for both present and future beneficiaries.

The bill increases the dela.jed retirement credit provision in the law
so that persons who delay receiving retirement bnefits between ages
65 and 72 would have their payments increased by 3 per cent for each
year they do not take benefits as compared with 1 per cent under the

now.
Limitation on retroactive benefit8.—Under present law, a person who

files an application after 11e is first eligible can get benefits for a
retroactive period tip to 12 months before the month in which the ap-
plication is filed, if all conditions of entitlement are met for those
months. Under the bill, except in those cases where the benefits were
disability-related or where unreduced dependents benefits were in-
volved, monthly cash benefits would not be paid retroactively for
months before the month in which the application was filed when such
retroactivity would result in permanently reduced benefits under the
actuarial reduction.

Other Pro visio'n.
Annual wage reporting

Public Law 94—202, enacted January 2, 1976, provided that employ-
ers would report their employees' wages for social security and income
tax purposes annually on Forms W—2 beginning with wages paid in
1978. Employers are also required to report quarterly wage data on
the Forms W—2 to enable the Social Security Administration to deter-
mine whether a worker has enough quarters of coverage to be eligible
for social security benefits. The bill would change the quarters-of -cov-
erage measure and certain automatic provisions of the social security
law so that annual data would be used, instead of quarterly data.
Under the bill, employers would no longer have to report quarterly
data. on the Forms W—2, and they and the Government would realize
the maximum advantages that annual reporting was designed to
achieve.

The most signifloant program change would be a provision setting
out how annual wages would be credited in terms of quarters of coy-



erage. Under present law, a worker generally receives credit for a
quarter of coverage for a calendar quarter in which he received at least
$50 in wages. Under the bill, a worker would receive one quarter of
coverage (up to a total of four) for each $250 of earnings in a year,
and the $250 measure would be automatically increased every year to
take account of increases in average wages.
Investment income under limited partnership

Under the Social Security Act a partner's distributive share of
income from the trade or business of a partnership is considered net
earnmgs from self-employment for social security purposes, irre-
.spective of the nature of his membership in the partnership—for ex-
ample, as a limited or inactive partner.

In the past several years, a growing number of businesses have ad-
vertised limited partnerships as a means of acquiring social security
coverage solely through the income on investments in such partner-
ships.

Since the crediting of this investment income is actually contrary
to a major objective of the social security program which is to pro-
vide insurance against the risk of loss of earnings from work in the
event of old-age, disability, or death of the worker, the bill excludes
from social security coverage the distributive share of income or loss
from the trade or business of partnership which is received by a limited
partner.
Early payment of benefit checks in certain situations

Under present law, social security benefit payments for a particular
month repayable. after the end of that month, and payment is nor-
mally made on the third day of the month; SSI benefit checks for a
particular month are delivered on the first day of that month. Under
the. bill, when the delivery date falls on a Saturday, Sunday, or legal
public holiday, social security and SSI checks would be received on
an earlier date.
Coverage of tips

Under social security, tip income (if over $20 a month) is taxed on
the employee alone. Under the bill, the employer will be taxed on tip
income up to the amount tha.t combined with the employee's salary
equals the minimum wage under the Fair Labor Standards Act.
Costs-of-living increases for early retirees

The bill would change the basis for calculating cost-of-living in-
creases for early retirees under social security to place them n the
same footing as persons who retire at age 65 or later. Under present
law, an early retiree who begins receiving benefits between ages 62 and
5 has his monthly payment permanently reduced on an actuarial basis
to take account of the longer period that he would receive benefits on
the average. However, when a cost-of-living increase is effective after
he attains age 65, the early retiree receives this as if he were. drawing
a full benefit and not an actuarially-reduced benefit. The bill would
apply to cost-of-living increases for early retirees the same actuarial
reduction that is applied to their original monthly benefit.



7

Clergymen
The bill would permit clergymen who previously did not elect social

security coverage a second opportunity to come under the system as
self-employed persons.
]IIissiisippi policemen and firemen

The bill would authorize social security coverage for Mississippi
policemen and firemen who previously were excluded from the system.
lViscon.sin public emplo'yees

The bill would authorize a consolidated public employee group in
Wisconsin to continue under social security on the same terms wlucli
applied to three groups before they were merged into the consolidated
organization.
New Jersey public employees

The bill would add New Jersey to the list of states whi h are per-
mnitted . hold referendums among public employees for divided
coverage under social security. Those voting for coverage would be
brought under social security; those voting against would remain
out of the system.
Illinois police and fire chiefs

The bill would allow approximately 400 Illinois police and fire chiefs
to get credits for past payments into the social security system even
though the applicable htw did not permit such payments when they
were made.
Railroad retirement system

The bill contains a provision to guarantee that the new social secu-
rity financing provisiomis would not increase the employer tax liability
to finance tier-Il benefits under the railroad retirement system. Tier-Il
benefits are those paid to supplement the tier-I payments which cor-
respond to basic social security benefits.

.0



ADDITIONAL EXPLANATIONS OF CERTAIN PROVISIONS

Coverage

The universal coverage provisions in the bill would give to Federal
civilian, State or local, or nonprofit organization employees credits
for quarters of coverage for past service in such employment, if the
employee had 6 or more quarters of coverage in such employment after

the effective date but otherwise would not be insured for social
security benefits upon death, disablement, or retirement. (No credits
of earnings would be given for the prior service.) The provision is
intended to assure the employees involved that they have a fair. chance
of becoming insured after they are covered under social security.

Retirement Test

A provision in the bill would eliminate the monthly measure of the
retirement test, so that benefits would be reduced if a beneficiary
earned in excess of the annual exempt amount in any year regardless
of earnings in a month. In the first year of entitlement, any earnings
prior to the month of entitlement would not be counted toward determining
a beneficiary's excess earnings.

Another provision would liberalize the retirement test for beneficiaries
who are working outside the United States. The number of days on which
a beneficiary in uncovered work outside of the United States could work
in a month without losing benefits would be increased from 6 to 8 days
in 1978 and from 8 to 11 days in 1979.

Provisions to Change Minor Gender-Based Distinctions in the Social
Security Law to be the Same for Both Sexes

1. Provide benefits for aged divorced husbands and aged or disabled
divorced widowers. Another provision, effective in January 1979, would
reduce the duration-of-marriage requirement for aged and disabled
divorced men and women from 20 to 5 years.

2. Provide benefits for young husbands and fathers who have in their
care a child who is under age 18, or disabled, and who is entitled to
benefits. (Another provision, effective in January 1979, would eliminate
marriage or remarriage as a factor barring or terminating entitlement, or
reducing benefits, in all dependent and survivor benefit cases.)

3. Permit a widower to obtain benefits on a deceased wife's earnings
record if he is not married at the time he applies for widowet's benefits,
as widows now can, instead of if he has not remarried, as present law
provides. Another provision, effective in January 1979, would eliminate
marriage or remarriage as a factor barring or t'erminating entitlement, or
reducing benefits, in all dependent and survivor benefit cases.
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4. Provide husband's and widower's benefits under the transitionally
insured status amendment of 1965.

5. Provide special age—72 payments for each member of a couple equal
to 75 percent of the combined payment to a couple, instead of giving
the husband a full benefit and the wife one—half the husband's benefit,
as under present law.

6. Terminate the benefits of the spouse of a female disabled worker
beneficiary or childhood disability beneficiary if she ceases to be
disabled, as is now the case if the disabled worker or childhood
disability beneficiary is a male. Another provision, effective in
January 1979, would eliminate marriage or remarriage as a factor barring
or terminating entitlement, or reducing benefits, in all dependent and
survivor benefit cases.

7. Provide that an illegitimate child's status for purposes of entitlement
to child's insurance benefits will be determined with respect to the child's
mother in the same way as it is now determined with respect to the child's
father.

8. Permit a widower, as well as a widow, to waive payment of a Federal
benefit attributable to credit for military service performed before 1957
in order to have the military service credited toward eligibility

for or the amount of a social security benefit.

9. Permit self-employment income of a married couple in a community
property State to be credited for social security purposes to the spouse
who exercises more management and control over the trade or business,
instead of deeming the income to be the husband's unless the wife exercises
substantially all of the management and control of the business, as present
law provides.
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The Committee on Ways and Means, to whom was referred the bill
(II.R. 9346) to amend the Social Security Act and the Internal Reve-
nue Code of 1954 to strengthen the financing of the social security
system, to reduce the effect of wage and price fluctuation on the sys-
tem's benefit structure, to provide coverage under the system for
officers and employees of the United States, of the State and local
governments, and of nonprofit organizations, to increase the earnings
limitation, to eliminate certain gender-based distinctions and provide
for a study of proposals to eliminate dependency and sex discrimi-
nation from the social security program, and for other purposes, hay-
•ng considered the same, report favorably thereon with an amendment
and recommend that the bill as amended do pass.

The amendment strikes out. all after the enacting clause of the bill.
and inserts a new text which appears in italic type in the reported
bill.

I. PRINCIPAL PURPOSES AND ScoPE OF THE Bru

Social security today is of major importance to 5ust about every
American family. Practically every American is either a beneficiary,
a contributor building protection, or the dependent of a contributor.
Today 93 percent of the people 65 and older are eligible for social
security benefits. Ninety-five out of 100 young children and their
mothers are protected by the li,fe insurance features of social security,
called survivors' insurance. Four out of five people in the age group
21 through 64 have protection under social security aga.inst loss of
income due to severe disability. More than 33 million people, on out of

(1)
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seven Americans, receive a social security benefit each month. About
107 million people will ptv into the program this year.

Annual trust fund deficits beginning in 1975 have resulted in an
erosion of public confidence in the social security system and the Fed-
eral Government's commitment to assure sound financing of social
security. In order to restore public confidence and, more importantly,
to assure that funds will be available to pay benefits as they fall due,
your committee's bill would restore the financial soundness of the
old-age, survivors, and disability insurance (OASDI) system by elim-
inating the actuarial deficit in the system through the first decade of
the next century and reduce the deficit for the next seventy-five years
from 8.2 percent of taxable. payroll to 1.89 percent. More specifically,
the bill would revise and stabilize the socia' security benefit structure.
extend mandatory socia' security coverage, eliminate gender-based
distinctions in the OASDI system and improve protection for a work-
er's spouse or surviving spouse, and increase the amount of earnings
on older beneficiary age 65 or over may have and still receive some or
all of his benefits

The action taken to date by your committee is intended th deal with
only the most pressing problems facing the social security system.
The Subcommittee on Social Security has annQunced its intention to
undertake phase ii of consideration of social security legislation early
in 1978 when it will take up possible amedments to the disability in-
surance program. Although your committee's bill does reallocate very
substantial revenues into the Disability Insurance Trust Fund and
will provide adequate financing into the next century, attention must
still be focussed on why the costs of the program have risen so rapidly
to a level far greater than anticipated. The possibility of not only
reducing the cost of the program but also making it more susceptible
to administrative control muSe be thoroughly explored. Following
action on the disability insurance program, the Subcommittee will
then turn its efforts to other aspects of the cash-bne.fits program which
could be modified in a way that would not impair the long-range
financial condition of the program.

A. FINANCING

The bill would restore the financial soundness of the system by pro
viding—

A. Additional allocations of contribution income to the DI
trust fund beginning in 1978 and a shift of a small portion of the
existing scheduled tax increases from the hospital insurance (HI)
part of the program to the cash benefit program (OASDI)

B. Phased increases in the contribution and benefit base in 1978,
1979, 1980, and 1981 to achieve a base level under which about 90
percent of total payroll in covered employment would be taxable
(as compared with about 85 percent under present law) ; and

C. A schedule of social security tax rate increases in 1981, 1985,
and 1990 sufficient to meet the cost of the program as amended by
your committee's bill.
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B. BENEFIT STRUCTURE (DECOUPLING)

The bill would also stabilize future replacement rates (benefits as
a percentage of earnings) in relation to future wage levels, as would
have occurred under the assumptions made at the time of the 1972 legis-
lation providing for the automatic adjustment of the social security
system to changes in the economy. The major elements of the revised
benefit structure are:

1. Each worker's wages and the social security benefit formula
would be indexed to reflect changes in wage levels up to the time he
reaches age 62, becomes disabled, or dies to assure that future replace-
ment rates would be relatively constant.

2. The benefit formula would provide somewhat lower replacement
rates than now prevail—about 5 percent below the estimated 1979
level—and a 10-year transitional guarantee would be provided to as-
sure that workers now approaching age 62 will get at least as much as
the benefit table in the law at implementation (1979) would have
provided.

3. As under present law, benefits would continue to be increased
according to the increases in the cost of living after a person reached
age 62 or became disabled and, in the case of the survivor's benefits,
after the time of the worker's death.

In addition, the bill provides for changing the relationship between
the minimum benefit, which is increasingly paid as a "windfall" to
people who did not work regularly under the social security program,
and the special minimum benefit, which is provided for long-term,
regular workers with low earnings under the program. Specifically—

A. The minimum benefit would be frozen for future beneficiaries
at its 1979 dollar amount (about $121.00) and would increase as
the cost of living rises only after a person starts getting benefits;
and

B. The special minimum would be brought up to date with
price increases since it was last adjusted (1973) and automatically
kept up with prices in the future.

C. COVERAGE

It has long been recognized that the primary objective of the social
security program, preventing dependency, can best be achieved if
coverage under the program is compulsory and as universal as possi-
ble. To further this objective, your committee's bill would extend cover-
age to some 6 million jobs in Federal civilian, State and local, and
nonprofit organization employment, which would result in nearly
universal coverage. About 97 percent of the jobs in paid employment
would then be covered.

Your committee has been concerned for some time because some
workers are not eligible for retirement benefits under any system
or are eligibk for inadequate benefits and because windfall socia' se-
curity benefits occur when some workers are not covered under social
security and some workers who are covered, but on an elective basis,
may terminate their social security coverage. While there were valid
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reasons for the special coverage exclusions and provisions enacted for
these workers, your committee believes these reasons are no longer
compelling and that the workers should be treated as are the great
malority of the Nation's work force, who are compulsorily covered
under social security and who do not have t.he right to terminate their
coverage. This coverage would not be effective until 1982 to allow for
adjustment of governmental staff retirement systems to take into ac-
count social security protection and taxes.

D. GENDER-BASED DISTINCTIONS AND TREATMENT OF SPOUSES

Your committee is concerned that the social security program pro-
vides adequate protection in terms of the needs of today's society and
that women, as well as men, be treated equitably under the program.
Therefore, your committee has directed the Secretary of Health, Edu-
cation, and Welfare to carry out a detailed study of alternative pro-
posals to (1) eliminate dependency as a reciuirement for entitlement
to social security spouse's benefits, and (2) bring about, in practical
terms, equal treatment of men and women under social security, tak-
ing into account relevant social and economic factors. However, with-
out awaiting the results of this study (due 6 months from the date of
enactment), your committee has adopted measures that move in this
direction—

A. The gender-based differences of treatment for men and
women under present law would be eliminated; and

B. Protection for spouses would be improved by (1) shortening
the duration-of-marriage requirement for aged divorced spouse's
benefits from 20 years to 5, and (2) providing that marriage or
remarriage will not adversely affect a person's rights to depend-
ents or survivors spouse's benefits.

E. RETIREMENT TEST

The bill would provide improvements in the provisions of the law
which cause a reduction in benefit payments when an individual has
significant earnings by—

A. Increasing the annual amount of earnings a beneficiary age
65 or older may have without having any benefits withheld to
$4,000 for 1978 and $4,500 for 1979; and

B. Elimination of the monthly measure of retirement—the pro-
vision under which benefits may be payable for months in which
earnings are low, regardless of total earnings for the year.

F. OTHER PROvISIONS

In addition, your committee's bill would provide for a number of
other improvements in the social security cash benefits program.

0. INCOME AND BENEFITS EFFECTS OF THE BILL

The following table shows the effects of the provisions of your com-
initce's bill in terms of benefit outgo and additional income. The net
effect of the bill is shown on the bottom line of the table.
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ESTIMATED EFFECTS OF H.R. 9346 ON THE NET INCREASE IN THE OASI AND DI TRUST FUNDS, COMBINED, IN
CALENDAR YEARS 1978—83, BY PROVISION

jln millions of dollarsi

Effective date 1978 1979 1980 1981 1982 1983

REDUCTION IN BENEFIT PAYMENTS
Decoupling, with 3 percent delayed retirement January 1979 70 351 803 1,473 2,377

credits.
Elimination of marriage or remarriage as a bar do —1,135 —1,355 —1,454 —1,551 —1,654

to entitlement to beneFits.
Reduction in duration of marriage required for do —137 —164 —177 —190 —204

divorced spouses benefits from 20 yr to 5 yr.
Changes in retirement test (total) January 1978..... —54 —266 —328 —346 —367 —390

Increase annual exempt amount to $4,000 do —267 —491 —554 —582 —611 —642
in 1978 and to $4,500 in 1979.

Eliminate the monthly measure do 213 225 226 236 244 252

Eliminate retroactive payments of actuarially do 339 536 550 559 565 569
reduced benefits.

Increase special minimum benefit from $9 per January 1979 —12 —14 —14 —15 —16
year of coverage to flI.50, and apply auto-
matic increases in the future.

Changes in annual wage reporting provisions.... January 1978.. (I) —1 —4 —9 —18 —26
Eliminate gender-based distinctions from the do —4 —5 —6 —7 —8 —8

law.
Limit increases in actuarially reduced benefits do 90 280 500 751 948 1, 157
Increase in contribution and benefit base do (I) —12 —44 —112 —209 —346

Subtotal, excluding universal coverage 371 —682 —514 —6 628 1,459
Universal coverage of Federal civilian em- January 1982 (I) —94

ployees, employees of State and local gov-
ernments, and employees of nonprofit orga-
nizations.

Total reduction in benefit payments 371 —682 —514 —6 628 1,365

ADDITIONAL INCOME —
Contribution income resulting from financing January 1978.... 3,967 6,661 8,560 11, 858 13, 265 14, 060

changes.
Contribution income resulting from universal January 1982 11,741 14, 231

coverage.
Additional interest income 113 475 1,005 1,786 3,132 5,343

Total additional income 4,080 7, 136 9,565 13, 644 28, 138 33, 634

Net effect of bill 4,451 6,454 9,051 13, 638 28, 766 34,999

I Less than $500,000.

II. SUMMARY OF PRINCIPAL PROVISIONS OF THE BILL

A. FINANCING

Consistent with the policy of your committee and the Congress to
maintain the social security program on a sound financial basis, the
bill would make provision for strengthening both the short- and long-
range financial stability of the program, including meeting the cost of
the benefit improvements recommended by your committee. To ac-
eornplish those purposes, your committee's bill would increase the
contribution and benefit base (the maximum amount of a worker's
annual earnings that is subject to social security taxes and creditable
for benefits), revise the schedule of tax rates in the law, reallocate a
portion of scheduled increases in the hospital insurance (HI) tax
rate to the cash benefits (OASDI) program, and increase the future
tax rates scheduled in the law. In addition, the bill would provide for
standby authority for loans to the OASI and DI trust funds from
Federal general revenues in the event—not contemplated in this cen-
tury under current actuarial estimates—that trust fund levels fall
below specified minimum levels.
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1. Increase in contribution and benefit base
Your committee's bill provides for increasing the contribution and

benefit base—in four steps—to a level where about 90 percent of all
payroll in covered employment would be taxable for social security
purposes (and about 93 percent of all workers would have their full
earnings credited for benefit purposes). Accordingly, the bill would
increase the base to $19,900 in 1978, $22,900 in 1979, $25,900 in 1980,
and $27,900 in 1981, with automatic adjustments to keep up with aver-
age wage levels thereafter (as under present law).
. Changes in OASDHI contribution rates

Your committee has included provisions for allocating a small, por-
tion of future income from currently scheduled HI tax-rate increases
to the OASDI program. In addition, tax rates for the OA SliT pro-
gram for employers and employees, each, would be increased (beyond
the increases resulting from reallocation of scheduled III tax-rate in-
creases, which do not result in any net OASI)HI tax rate increase over
present law).

Specifically, the reallocations from HI to OASDI would be 0.1 per-
cent each for 1978—80 and 0.05 percent each for 1981 and after. Also, the
OASDI contribution rates would be further increased from 5.0 per-
cent each, by 0.15 percent each in 1981, an additional 0.30 percent each
in 1985, and another 0.55 percent each for 1990—2010. The reallocations
plus the rate increases result in OASDI rates of 5.05 percent for 1979—
80, 5.15 percent for 1981—84, 5.45 percent for 1985—89, and 6 percent
for 1990 and after.
3. Changes in self-employed contribution rates for OASDI

Your committee's bill would restore the self-employed rate to its
original level of one and one-half times the employee rate, effective in
1981. (Since 1972, the social security cash benefits contribution rate for
the self-employed has been below the level of one and one-half times
the employee rate that was originally provided when the self-employed
were first covered under the social security program in 1951.)

4. Change in allocation to the disability in3urance trust fund
The committee bill would allocate an additional 0.35 percent of tax-

able payroll in the early years and even higher additional allocations
in later years to the disability insurance lrust fund to assure the finan-
cial soundness of the disability insurance program.
5. Standby authority for loan.' to the OASDI tu&t funds from gen-

eral reven.ue8 with. repayment taw provision
Your committee is especially concerned about the need for the pub-

lic—current and future workers as well as social security beneficiaries—
to be assured that the program will be able to meet its benefit obliga-
tions at all times. While the other actions your committee has taken
would restore the financial soundness of the program, your commit-
tee believes that a further guarantee of the future financial stability
of the cash benefit program is necessary.

Accordingly, your committee has included provision granting
standby authority for automatic loans to the social security cash bene-
fit trust funds from Federal general revenues whenever the assets of a
cash trust funds drop below a 25-percent level of outgo. Your commit-
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tee emphasizes its belief that, under reasonable projections, it will not
become necessary for such loans to the trust funds to be made. If such
loans are made in the future, the committee bill would provide for
temporary social security tax-rate. increases of 0.1 percent for em-
ployees and employers, each, and 0.15 percent for the self-employed,
when the reserve level is 24 percent or less and the loan debt exceeds
$2 billion, to provide funds to repay the loans; repayment would begin
when the reserve level rises above 30 percent.

B. REVISED BENEFIT STRUCTURE

About half of the existing long-range deficit in the OASDI pro-
gram is the. result of unintended effects of the cost-of-living increase
provisions of present law. The basic problem under the present benefit
structure is that future benefits for current workers will reflect in-
creases in both wages and prices that occur during their working years.
As a result, replacement rates—initial benefits as a percent of prere-
tirement earnings—are erratic and unpredictable and, under current
long range economic assumptions, are projected to rise significantly
over time. About one-half of the long-range deficit is due to rising
replacement rates in the future.

The bill would prevent the unintended rise in future replacement
rates (and costs), and assure that future replacement rates would re-
main fairly constant at a. 'evel approximately 5 percent lower than
the level that will prevail in January 1979. A major feature of the
p]an is that the worker's earnings (and the benefit formula) would
be indexed to reflect the change in wage levels that has occurred dur-
ing his working lifetime. As a result, benefits would be based on the
worker's relative earnings position averaged over his working lifetime.
1. Wage indexing of earnings

A worker's earnings would be updated (indexed) to just prior to
when the worker reaches age 62, becomes disabled, or dies to reflect
the increases in average wages that have occurred since the earnings
were paid. (Under present law, a worker's earnings are counted in
actual dollar va]ue.) The worker's earnings would be indexed by
multiplying the actual earnings by the ratio of average wages in the
second year before he reaches age 62, becomes disabled, or dies to the
average wages in the year being updated.. Base year for indexing

A worker's earnings would be indexed by average wage increases
through the second year before age 62 (the age of first eligibility),
disability, or death. Earnings after age 62 or disability would be
counted in actual dollar amount; cost-of-living increases would apply
beginning with age 62, disability, or death.
8. Computation period

Benefits would be based on a worker's indexed earnings averaged
over the number of years after 1950 (or age 21, if later) up to the year
he reaches age 62, becomes disabled, or dies, whichever occurs first
(excluding 5 years of lowest indexed earnings or no earnings). As
under present law, the computation period would expand from 23
years for those reaching age 62 in 1979, up to 35 years for those reach-
ing age 62 in 1991 or later.
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4. Benefit formula
The benefit formula shown below would be applied to the average

indexed monthly earnings (AIME) of workers who reach age 62,
become disabled, or die in 1979:

90 percent of the first $180 of AIME, plus
32 percent of AIME over $180 through AIME of $1,085, plus
15 percent of AIME above $1,085.

For those who become eligible for benefits in the future, the dollar
amounts (bend points) in the formula would he adjusted automati-
cally (and rounded to the nearest dollar) as average, wages increase.

5. Maximum family benefit
Maximum family benefits would bear the same relationship to pri-

mary insurance amounts (PIA) as they do under present law—rang-
ing from 150 percent to 188 percent of the PIA. The family maximum
would be determined by applying the following formula to the work-
er's PIA:

150 percent of the first $230 PIA, plus
272 percent of PIA's over $230 through $332, plus
134 percent of PIA's over $332 through $433, plus
175 percent of PIA's above $433.

In the future, the dollar amounts in the formula would be increased
(and rounded to the nearest dollar) based on increases in average
wages.

6. Traition
A worker who reaches age 62 after 1978 and before 1989 would be

guaranteed a benefit no lower than he would have received under pres-
ent law as of January 1979. For purposes of the guarantee, the Jan-
uary 1979 benefit table would not be subject. to future automatic benefit
increases, but all individual benefits would be subject to all cost-of-
living increases in benefits beginning with age 62. This guarantee
would not apply in disability and death cases.
7. Treatment of earning8 after age 6 or di8abiity

Earnings subsequent to the year of first eligibility (age 62) or onset
of disability would be counted at actual dollar value (i.e., unindexed)
and substituted for earlier years of indexed earnings if they would
increase the worker's ATME and his PIA.
8. Increa8e in delayed retirem.ent credit

For workers reaching age 62 after 1978, the current delayed retire-
ment credit of 1 percent per year would be increased to 3 percent per
year beginning at age 65 and taking account of months up to age 72
for which benefits are not paid. (For workers eligible for retirement
benefits before 1979, the current 1-percent per year credit would con-
tinue to apply.)

Estimated number of people affected and dollar payment8. In 1983
(the first year increased benefits reflecting the 3-percent delayed re-
tirement credits would be payable based on credits provided for 1982),
100,000 people would get higher benefits, Bnd $15 million in addi-
tional payments would be made as a result of this provision.

9. Freeze the minimums benefit
The minimum benefit for future beneficiaries would be frozen at an

amount equal to the minimum benefit in effect in January 1979 (esti-
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mated to be about $121). Benefits based on the minimum would be
kept up to date with rising prices oniy after age 62, disability, or
death.

Estimated number of people affected and dollar payment: Some
150,000 people would be affected by this amendment, and benefit pay-
inents would be reduced by an estimated $T million in the first full
calendar year, 1980.

10. Znerea8e in the special minimum benefit
Under present law, a special minimum benefit is provided for long-

term, low-paid workers equal to $9 times the number of years of cov-
erage a worker has in excess of 10 and up to 30; the special minimum
benefit is not subject to cost-of-living increases under the automatic
adjustment provisions. The bill would increase the $9 figure to $11.50
and provide that the special minimum would be kept up to date with
future increases in the cost of living for both present and future bene-
ficiaries. Thus, the highest possible special minimum would be in-
creased from $180 to $230 in 1979.

P'stimated 'number of people affected and (1011(11' payments: 220,000
people would get increased benefits on the effective date, and addi-
t.ional benefit payments in the first full ca]endar year, 1980, would
amoimt to an estimated $14 million.

C. COVERAGE

Old-age, survivors, disability, and hospital insurance coverage
would be extended to an additional 6 million jobs.
1. Federal civilian employees

Under present law, services performed in Federal civilian employ-
ment that are covered under a staff-retirement system established by
a law of the United States are excluded from social security coverage,
as are services performed in Federal ernp]oyment by the President, the
Vice President, Members of the U.S. Coigress, legislative employees
of the U.S. Congress, inmates of Federal penal institutions, certain
student emp]oyees of Federal hospita]s, and temporary, emergency
employees. The bill would extend social security coverage to Federal
services performed by these offices and employees. The. bill directs the
Secretary of Health, Education, and Welfare to conduct a study with
the Civil Service Commission to make recommendations for coordinat-
ing benefits and costs of the OASDI and Civil Service Retirement pro-
grams in such a way that Federal workers will be no worse off so far as
costs and benefits are concerned compared to their treatment under
present law. The report would be submitted by January 1, 1980.

E'ffective date: January 1,1982.
2. St at e and local employees

Ijnder present law, social security coverage for State and local em-
ployees generally is available on]y on a group basis through volllntaly
agreements between the States and the Secretary of Health, Educa-
tion, and Welfare. Coverage for a group of State and local employees
can be terminated after 2 years' notice by the State if the group has
been covered under social security for 5 years at the time notice is
given, or by the Secretary at any time, if he finds that the State has
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failed or is unable legally to comply with the terms of the agreement
and 2 years' notice is given. The bill would provide compulsory Eoclal
security coverage for State and local employees (including employees
of Guam, American Samoa, and the District of Columbia) who are not
compulsorily covered under present law.

Effective date.• January 1, 1982.
The bill also would provide that coverage could not be terminated by

either the State or the Secretary of Health, Education, and Welfare
before compulsory coverage was effective unless the notice was given
before September 14, 1977. In such cases where coverage has been ter-
minated it would be restored effective January 1, 198.

Effective date. September 14, 1977.
3. Employees of nonprofit organi2ations

Under present law, employees of certain nonprofit organizations, de-
scribed in section 501 (c) (3) of the Internal Revene Code, are excluded
from coverage under social security unless the organization files a
certificate expressing a desire to have coverage extended to its em-
ployees. Coverage of the employees of an organization that filed such
a certificate may be terminated after 2 years' notice by the organiza-
tion, if the employees had been covered under social security for at
least 8 years before the notice was given, or by the Secretary of the
Treasury, w'ith concurrence of the Secretary of Health, Education,
and Welfare, at any tini if he finds that. the organization has failed
or is unable to comply with the law and 60 days' notice is given. The
bill would provide compulsory coverage under social security for these
employees of nonprofit organizations.

Effective date: January 1, 1982.
The bill also would provide that coverage could not be terminated

by either the nonprofit organization or the Secretary of the Treasury
before compulsory coverage was effective unless the notice was given
before September 14, 1977. In such cases where coverage has been
terminated, it would begin again on January 1, 1982.

Effective date: September 14, 1977.

4. Quarter-of-coverage provision
The bill would grant retroactive quarter-of-coverage credits for

eligibility, but not benefit computation purposes, to employees who
were in Federal civilian, State, or local, or nonprofit organization em-
ployment to which social security coverage was extended under this
bill on January 1. 1982, if the employees earned at least six quarters
of coverage in such employment after 1981. The quarters of cov-
erage would be granted based on periods of empkyment prior to
January 1, 1982, which were in the same category of employment and
which were excluded from social security coverage.

Effective date: January 1, 1982.
5. Totalization

Under present law, there is no authority in the Social Security Act
for entering into agreements with other countries to provide for co-
ordination between the social security systems of the United States
and of other countries. The bill would authorize the President to enter
into bilateral agreements (of a kind generally known as totalization
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agreements) with interested foreign countries to provide for limited
coordination between this country's social security system and those
of other countries, subject to congressional oversight. Draft agree-
ments worked out with Italy and West Germany have been imple-
mented by their laws but cannot become effective agreements in the
United States until the Congress enacts the authority provided in
this bill.

Effective date. Upon enactment.
6. Exclu.sion of li?mited partnership income

Under present law each partner's share of partnership income is in-
cludable in his net earnings from self-employment for social security
purposes, irrespective of the nature of his membership in the part-
neiship. The bill would exclude from social security coverage, the dis-
tributive share of income or loss received by a limited partner from
the trade or business of a limited partnership. This is to exclude for
coverage purposes certain earnings which are basically of an invest-
ment nature. However, the exclusion from coverage would not extend
to guaranteed payments (as described in section 707(c) of the Internal
Revenue Code), such as salary and professional fees, received for
services actually performed by the limited partner for the partner-
ship.

Effective date: Taxable years beginning after December 31, 1977.

7. Social security employer taxes on tips when deemed as wages for the
Federal nini'imu'im wage

Under the Fair Labor Standards Act of 1938, an employer can pay
an employee less than the Federal minimum wage by an amount equal
to the tips received by the employee but not less than 50 percent of the
minimum wage. Social security taxes are not paid by the employer on
the amount of tips deemed to be wages. Under the bill, employers
would be liable for the employers' share of the social security taxes on
the deemed wages up to the minimum wage.

Effective date: Wages paid for employment performed after 1)e-
cember 31, 1977.

8. Clergymen
Under present law, the services of a clergyman are covered under

the self-employment provisions of the Social Security Act un'ess the
clergyman files an applkation for an irrevocable exemption from
coverage on the grounds that. he is opposed either conscientiously or
because of religious principles to the acceptance of public insurance
such as socia' security. Under the. bill, a clergyman who filed an appli-
c.ation for exemption in the past would be given an opportunity to
revoke his exemption and obtain social security coverage prospectively.

Effective date: Taxable years ending on or after enactment.
9. Other State and local changes

Other changes relate to socia' security coverage of policemen and
firemen m Mississippi and Illinois who are under staff retirement sys-
tems, and social security coverage of State and local employees in New
Jersey under the divided retirement system procedure, and the special
provision in the law applying to the Wisconsin retirement fund.

Effective date: Upon enactment.
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D. EQUAL TREATMENT OF MEN AND WOMEN

.1. Equa2 rights

a. Father'8 benefits
Benefits would be provided for young husbands and fathers who

have in their care a child who is under age 18, or disabled, and who is
entitled to benefits.

Effective date: Effective with respect to benefits for months after
December 1977.

Estimated nunber of peop'e affected and doiar payments: 2,000
people would become eligible for benefits or eligible for larger bene-
fits on the effective date. About $2 million in additional benefits would
be paid in the first full year of operation.

b. Benefit8 for divorced men
Benefits would be provided for aged divorced husbands and aged

or disabled divorced widowers.
Effective date: Effective with respect to benefits for months after

December 1977.
Estimated number of people affected and dollar pa/wents: 2,000

people would become eligible for benefits or eligible for larger benefits
on the effective date. About $3 million in additional benefits would be
paid in the first full year of operation.

c. Remarriage of widower8 before age 60
A widower would be permitted to obtain benefits on a deceased

wife's earnings record if he is not married at the time he applies for
widower's benefits, as widows now can, instead of if he has not re-
married, as present law provides.

Effective date: Effective with respect to benefits for months after
December 1977.

Estimated number of people affected and do'lar payments: Very
few people would be affected and the additional benefits would be
negligible.

d. Transitiona' insured status benefits
Husband's and widower's benefits would be provided under the tran-

sitionally insured status amendment of 1965.
Effective date: Effective with respect to benefits for months after

December 1977.
E8timated number of people affected and do?ar payments: Very

few people would be affected and the additional payments would be
negligible.

e. Specia' age-7 payment amounts for certain uninsured
individuals

When both members of a couple are receiving special age-72 pay-
ments, the amount of the payments would be divided equally between
the two, instead of giving the husband a full benefit and the wife one-
half the husband's benefit.

Effective date: Effective with respect to benefits for months after
December 1977.

Estimated nunber of people affected and doflar payments: 2,000
couples would be affected. Provision would have no cost.
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f. Benefits of 8OU88 of childhood di.sability or di8abled worker
beneficiarze8

Benefits of the spouse of a female disabled worker beneficiary or
childhood disability beneficiary would be terminated if she ceases to be
disabled, as is now the case if the disabled worker or childhood disa-
bility beneficiary is a. male. (Beneficiaries whose benefits are term-
nated under this provision would be able to become reentitled to bene-
fits as a result of provisions eliminating marriage or remarriage as a
factor in terminating or reducing benefits, which has a later efiective
date.)

Effective date: Effective with respect to benefits for months after
December 1977.

E8timated number of people affected and dollar payment8: The
number of people affected would be very small and the payments would
be negligible.

g. Benefit right8 of illegitimate children
An illegitimate child's status for purposes of entitlement to child's

insurance benefits would be determined with respect to the child's
mother in the same way as it is now determined with respect to the
child's father.

Effective date: Effective with respect to benefit for months after
December 1977.

E8timated number of people affected and dollar payment8: Very
few people would be affected and the additional payments would be
negligible.

h. Waiver of civil 8ervice 8urvivor8' annuitie8
A widower, as well as a widow, would be permitted to waive pay-

ment of a Federal benefit attributable to credit for military service
performed before 1957 in order to have the military service credited
toward eligibility for, or the amount of, a social securit.y benefit.

Effective date: Effective with respect to benefits for months after
December 1977.

E8timated number of people affected and dollar payrnent8: A negli-
gible number of people would be affected. The provision would have
no cost.

i. Crediting of 8elf -employment income in community property
State8

The self-employment income of a married couple in a community
property State would be credited for social security purposes to the
spouse who exercises more management and control over the trade or
business, rnstead of berng deemed the husband's, unless the wife exer-
cises substantially all of the management and control of the business,
as present law provides. Where the husband and wife exercised the
same amount of management and control, the self-employment income
would be divided equally between both the husband and wife.

Effective date: Effective with respect to taxable years beginning
after December 1977.

E8tzmated number of people affected and dollar payment8: A negli-
gible number of people would be affected. Provision would have no
cost.
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. Elinination of marriage (or remarriage) a8 a bar to entitlement to
dependent8' or survivOr8' beneflt8, and a an event which fermi-
nate8 entitlement to, or reduce8, 8uch beneflt8.

Entitlement to benefits as a divorced wife or husband, widow or
widower, or surviving divorced widow or widower (including those
with an entitled child in their care), parent, or child would not be
barred or terminated because of marriage or remarriage. Neither
would remarriage serve to cause any reduction in the benefits paid aged
widows or widowers.

Effective date: Effective with respect to benefits for months after
December 1978.

EBtimated number of people affected and dollar payment8: 670,000
people would become eligible for benefits or eligible for larger benefits
on the effective date. About $1.4 billion in additional benefits would be
paid in the first full calendar year, 1980.
3. Reduced duration-of-marriage requirement for divorced poue.

The length of time a divorced person must have been married to a
worker in order for benefits to be payable to the person as an aged
divorced spouse or aged or disabled surviving divorced spouse would
be reduced from 20 years to 5.

Effective date: Effective with respect to benefits for months after
December 1978.

E8timated number of people affected and dollar payments: 70,000
people would become eligible for benefits or eligible for larger benefits
on the effective date. About $160 million in additional benefits would
be paid in the first full calendar year, 1980.

4. Study of pro poBals to eliminate dependency and ex diBerimination
The Secretary of Health, Education, and Welfare would be directed

to carry out a detailed study of proposals (1) to eliminate depend-
ency as a requirement for entitlement to social security spouse's bene-
fits, and (2) to bring about the equal treatment of men and women
(in any and all respects under the program). A full and complete re-
port on the study shall be submitted to the Congress within 6 months
of enactment of the bill.

E. IMPROVEMENT OF THE EARNING5 TE5T

1. IncreaBe in annual exempt an'tount of earning8•
The amount that a beneficiary age 65 or over but under age 72 may

earn in a year and still be paid full social security benefits for the
year would be increased from the present $3OO0 in 1977 to $4,000 in
1978 and $4,500 in 1979 with future automatic increases as wage levels
rise. The amount that a beneficiary under age 65 could earn and still be
paid full benefits would be determined under present law.

Effective date: Taxable years ending after December 1977.
Number of people affected and dollar payments: For 1978, 800,000

people would receive increased payments; 100,000 people who get no
payments under present law could get some payment. For 1979, 800,000
people would receive increased payments; 100,000 people who get no
payments under present law could get. some payments. Additional
benefits amounting to $0.3 billion would be paid out in 1978 and $0.5
billion in 1979.
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. Elim,ination of the monthly earn.ing8 test
Under present law, full benefits are paid to a beneficiary, regardless

of the amount of annual earnings, for any month in which the bene-
ficiary neither works for wages in excess of the monthly measure ($250
in 1977; more in later years) nor renders substantial services in self-
employment. The bill would eliminate the monthly measure of retire-
ment and convert the retirement test to a strictly annual test for years
after the initial year of retirement.

Effective date: Taxable years ending after December 1977.
Number of people affected and dollar payments: About 250,000

people would be affected during the first full year. Benefit payments
would be reduced by about $0.2 billion each year.
3. Foreign work test

The number of days that a beneficiary under age 72 who works out-
side the United States in noncovered employment can work in a month
and still be eligible for a benefit for that month would be increased
from 6 to 8 in 1978 and to 11 in 1979 and thereafter.

Number of peo7Yle affected and dollar payments: It is estimated that
the proposed changes would be a liberalization for about one-half of
the 1.OO beneficiaries (out of the approximately 300,000 beneficiaries
who live in foreign nations) who now lose benefits because of work
activity.

The cost of such a change would be negligible.

F. ANNUAL WAGE REPORTING

Under present law, employers will report their employees' wages
for social security and income tax purposes annually on forms W—2
beginning with wages paid in 1978. Emp'oyers are required to report
quarterly wage data on the forms W—2 to enable the Social Security
Administration to determine whether a worker has enough quarters
of coverage to be eligible for social security benefits. The bill would
change the quarter-of-coverage measure and certain automatic provi-
sions of the social security law so that annual data would be used, in-
stead of quarterly data. Under the bill, employers would no longer
have to report quarterly data on the forms W—2 and they and the
Government would realize the maximum advantages that annual re-
porting was designed to achieve.

The most significant program change would be a provision setting
out how annual wages would be credited in terms of quarters of cov-
erage. Under present law, a worker generally receives credit for a
quarter of coverage for a calendar quarter in which he received at
least $50 in wages. Under your committee bill, a worker would re-
ceive one quarter of coverage (up to a total of four) for each $250
of earnings in a year, and the $250 measure would be increased auto-
matically every year to take account of increases in average wages.

Effective date January 1, 1978.

G. OTHER PROVISIONS

1. Eliminate windfall cost-of -lvving increa8e8
Under your commi'ttee's bill, future 'benefit increases for people

receivung actuarially reduced benefits, would be reduced in proporbion
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to the reduction in the person's basic benefit. (Under present law, the
f'aiikire Ito fully reduce the amount f the increase results in increases
beyond those ne&led to keep up with changes in the cost of living.)
The provision would apply to people w'ho reeive red'ud benethts
after December 1977; special rules would apply to those already on the
rolls.

Effective date: Benefit increases after 177.
E8timated number of people affected and dollar payment8: About

15 miffion peopl6 would have their benefits affedted 'by the provision
at the time of the June, 1978 cost-of-living benefit increase, and there
would be 'a program saviing of $90 million in calendar year 1978.. Lim.itation on retroactive benefit8

Under present law, a person who files an application after he is first
eligible for benefits may be paid benefits, including actuarially re-
duced benefits, for a retroactive period up to 12 months before the
month in which the application is filed, if all conditions of entitle-
ment are met for those months. Under the bill, except in those cases
where the benefits were disability-related or where unreduced depend-
ents benefits were involved, monthly' cash benefits would not be paid
retroactively for months before the month in which the application
was filed when such retroactivity would result in permanently re-
duced benefits.

Effective date: With applications filed on or after January 1, 1978.
Number of people affected and dollar payments: Tn 1978, an esti-

mat.ed 1 million people would be affected by the change. Reductions in
benefit payments would range from $0.3 billion in 1978 to $0.6 billion
in 1982.

3. Early payment of 8ocial security aivi SSI benefit check8 in certain
8ituatiOn8

Under present law, social security benefit payments for a particular
month are payable after the end of that month, and payment is nor-
mally made on the third day of the month; SSI benefit checks for a
particular month are delivered on the first day of that month. Under
the bill, when the delivery date falls on a Saturday, Sunday, or legal
public holiday, social security and SST checks would be delivered on an
earlier date.

Effective date: Upon enactment.

III. GENERAL Discussiox

A. FINANCING

Over the years your committee and the Congress have devoted more
attention to financing than any other aspect of the social security pro-
gram in order to assure that funds will be available to meet benefit pay-
ments as they fall due. Whenever benefit improvements have .been
enacted, your committee has recommended, and the Congress has pro-
vided, financing arrangements that, based on the best available eco-
nomic and demographic assumptions, assured the future financial
soundness of the program over the long-range future.

When the Congress last enacted major social security legislation, in
1973, the program was adequately financed, both in the short run and
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over the long term, based on then-current assumptions which were
considered reasonable by economists and actuaries at. that time. It was
assumed at that time that over the long range wages would rise at an
average annual rate of 5 percent and prices at an average annual rate of
23/4 percent and that the fertility rate would be around 2.5.1

Under these assumptions, trust fund levels would have stabilized
around 1978 at about 60—65 percent of a year's.outgo; over the long
term, the estimated actuarial balance was about —0.5 percent of tax-
able payroll, which was not unreasonable, given the inherent uncer-
tainty of making economic and demographic assumptions for a dy-
namic system with built-ui cost-of-living increases over a 75-year pe-
riod.

Since 1973, the Nation has experienced much higher rates of infla-
tion and unemployment as well as declines in the fertility rate and
real wage growth. As a result of recent and current economic experi-
ence, the social security trust funds have been experiencing annual
deficits since 1975 and deficits are projected to continue in the future.
In addition, the assumptions on which estimates of social security in-
come and outgo over the long term are based have been revised to
reflect what now is considered a more realistic view of the future. As
a result, the long-range deficit. has increased to over 8 percent of tax-
able payroll.

The recentsharp decline in birth rates means that the number of
people working and paying social security contributions in the future
will be smaller in relation to the number of people drawing social se-
curity benefits. For example, today there are about three w&rkers for
every person getting social security benefits; in the next century, it is
expected that there will be only about two workers for every bene-
ficiary. Consequently, the cost of the program per worker will rise.

About half of the long-range deficit under present law is due to re-
vised demographic assumptions and the other half is the effect of
changes in the long-range economic assumptions oii replacement. rates—
initial benefit levels as a percent of pre-ret.iremeiit earnings.

Whereas replacement r&tes would have been relatively constant
in the future under the economic assumptions made when the automatic
adjustment provisions were enacted in 1972, replacement rates under
the revised assumptions ar now expected to rise in the future, par-
ticularly after the mid-1990's. The decoupling plan proposed by your
committee would prevent replacement rates from rising in the future.
The proposal would reduce the long-range deficit by more than one-
half—from 8.2 percent to 3.49 percent of payroll. However, since the
present benefit structure does not have significant cost effects until the
md-1980's and later, decoupling would not impact significantly on
benefit outgo until after the mid-1980's and it does not take care of the
increased costs due. to recent inflation, the decline in the birth rate or
the increase in the incidence of disability.

In order to eliminate the short-range deficit due to recent and
current economic experience and to reduce the longer-range deficit due
to demographic shifts and disability experience, the committee bill
includes changes in social security tax rates for employees, employers,

'High- and low-cost estimates were prepared based on fertility rates of 2.3 and 2.8.
respectively.
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and the self-employed, and increases in the contribution and benefit
base for employees, emp'oyers, and the self-employed.

While the financing provisions of th bill wouM not completely
assure the long-range soundness of the program for all of the cus-
tomary 75-year valuation period, your committee. believes that because
there is consideiabe uncertainty about future demographic and eco-
nomic developments—changes in birth rates, labor-force participation
of women and the aged, and productivity gains—it is not now neces-
sary to take steps to assure the program's financing for the full 75-
year peiiod. The legislation eliminates the mccli iitn-ra1ge deficits
(over the next 25) years and provides adequate financing vell into
the next century. Your committee keeps continuously abreast of devel-
opments affecting social security financing and expects to make rec-
ommenclations in the relatively near future to respond to the recent
and unexpected rise in the projected cost of the disability insurance
program.
1. Increa8e in coitribution and benefit ba8e

Your committee's bill provides for increasing the contribution and
benefit base—in four steps—to a level where about 90 percent of all
payroll in covered employment would be taxable for social security
purposes (and about 93 percent of all workers would have their full
earnings credited for benefit purposes). When the social security
program began in 1937, about 92.5 percent of all payroll in covered
employment was covered, and about 97 percent of the workers in
covered employment had their full earnings counted for benefit pur-
poses. Your committee believes that it would be desirable to move
toward taxing a higher proportion of total payroll in covered em-
ployment than the 85 percent that is now taxable.

Accordingly, your committee's bill provides for ad hoc increases in
the contribution and benefit base in 1978, 1979, 1980, and 1981. After
1981, the base would be automatically adjusted to keep up with aver-
age wage levels in t.he same way the present-law base is adjusted. As a
result of the automatic adjustment, the proportion of total payroll
covered by the base will be eliminated at a constant level over the long
run.

The following table shows the contribution and benefit bases pro-
jected under present law and under your committee's bill:

Years Present law Committee bill

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

$17, 700
18,900
20400
21, 900
23,400
24,900
26, 400
27, 900
29,400
31200

'$19900
'22900
'25900
I 27, 900

30,000
31,800
33, 600
35 400
37 500
39,600

I Ad hoc lncreae.

Special provisions are included in your committee's bill to exempt
the ad hoc earning base increase from tier-Il of the Railroad Retire-
ment Act and the Pension Benefit Guaranty Corporation (PBGC).
Those provisions are discussed in some detail in item G-4.
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. Cha'nge in OASDH! tax rate8
Since raising the contribution and benefit base would result in addi-

tional income to the HI program, it is possible, under your committee's
bill, to transfer a portion of future tax rate increases already sched-
uled for HI to the OASDI program, without adversely affecting the
status of the HI trust fund. The bill therefore would provide for allo-
cating a portion of future income from HI tax-rate increases already
scheduled in the law to the OASDI program as a way of meeting part
of currently projected OASDI income shortfalls. Of the 0.20 percent
III tax-rate incrae scheduled for employers and employees each in
present law for 1978, 0.10 percent would be shifted to OASI)I for the
years 1978 through 1980, and 0.05 percent would be shifted in 1981 and
thereafter.

The tax rates for the OASDI program for employers and employees,
each, would be increased (beyond the. increases resulting from realloca-
tion of scheduled HI tax-rate increases, which do not result in any net
OASDHI tax rate increase over present law) by 0.15 percent, 0.35
percent, and 0.55 percent in 1981, 1985, and 1990, respectively. Thus,
by 1990 the overall tax late increase would amount to a 1.0 percent
each, brings the total combined OASDHI tax rates to 7.45 percent
each, the ]evel scheduled in present law for the year 2011 and there-
after. The present law rates and the rates under your committee's bill
are shown below.

TAX RATES FOR EMPLOYER AND EMPLOYEE, EACH, PRESENT LAW AND COMMITTEE BILL

fin percenti

Years

OASDI HI

Present law Bill

TotM

Present law BillPresent law Bill

1977 4.95 4.95 0.90 0.90 5.85 5.85
1978—80
1981-84

4.95
4.95

5.05
5. 15

1.10
1.35

1.00
1.30

6.05
6.30

6.05
6.45

1985..... 4.95 5.45 1.35 1.30 6.30 6.75
1986—89 4.95 5.45 1.50 1.45 6.45 6.90
1990—2010
2011 and later

4.95
5.95

6.00
6.00

1.50
1.50

1.45
1.45

6.45
7.45

7.45
7.45

3. C1iange. in 8elf-emploljed tax rate8 for OASD!
Your committee's bill provides for changes in the OASDI tax rate

applied to self-employment income so as to reestablish the original
ratio of 1½ times the employee rate. When the self-employed were
first covered under the social security program in 1951, the con-
tribution rate for them for cash benefits was three-fourths of the com-
bined employee-employer rate, which is the equivalent of one and one-
half times the rate paid by employees. Since a self-employed person
gets the same protection that an employee with the same earnings gets
under the program, there is a financial disadvantage to the program
in covering the self-employed person, as compared to covering an
employee, unless the self-employed person pays contributions at a
rate as high as the combined employee-employer rate. On the other
hand, though, looked at from the standpoint of an individual con-
tributing toward his own protection, the self-employed individual
could easily feel that he was being overcharged if he were required to
pay social security contributions over a lifetime at the combined em-
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ployee-employer rate. The self-employed rate of one and one-half
times the employee rate that was established when the self-employed
were first covered represents a reasonable compromise between these
alternatives.

In the last several years, the social security cash benefits contribu-
tion rate for the self-employed has been below the level of one and
one-half times the employee rate that was originally provided. Your
committee believes that the self-employed rate should be restored to
its original levels of one and one-half times the employee rate and
has inciluded such a change in the bill.

TAX RATES FOR THE SELF-EMPLOYED, PRESENT LAW AND COMMITTEE BILL

un percenti

Years

DASDI HI Total

Present law Bill Present law Bill Present law Bill

1977 7. 00 7.00 0. 90 0. 90 7.90 7.90
1978—80
1981-84

7.00
7.00

7. 10
7.70

1. 10
1.35

1. 00
1.30

8. 10
8.35

8. 10
9.00

1985
1986—89
1990 and later

7. 00
7.00
7. 00

8.20
8. 20
9.00

1. 35
1. 50
1. 50

1. 30
1. 45
1. 45

8. 35
8. 50
8. 50

9 50
9.65

10.45

4. Change in allocation to the di8ability in8ura'nce tru8t fund
The committee bill would revise the allocation of tax income to the

disability insurance trust fund, beginning in 1978, to assure the finan-
cial soundness of the disability insurance program. The present-law
and proposed allocation schedules are shown below:

ALLDCATIDN TD DISABILITY INSURANCE TRUST FUND

tin percenti

Calendar year

Taxable wages, employer-
employee—each Se'f-employment income

Present law BillPresent law Bill

1977
1978
1979—80
1981—84
1985
1986—89
1990—2010
2011 and later

0. 575
0.600

. 600

.650

.650

.700

. 700

. 850

0. 575
0. 775
.750
. 800
.900
.900

1. 100
1. 100

0. 815
0. 850

. 850

.920

.920
.990
.990

1.000

0. 815
1.090
1. 055
1. 200
1.350
1.350
1. 650
1. 650

This new re-allocation will increase disability insurance financing by
O.5 percent on a long-term basis.

Your committee realizes the necessity of allocating money to the
disability insurance trust fund which could otherwise be exhausted
in late 1978. It regrets, however, that it must once again make a re-
allocation to this program without dealing legislatively with some of
the problems which may be contributing to adverse experience in dis-
ability. The decoupling-wage indexing provisions in this bill with no
transition guarantee will have the effect of reducing some of the work-
disincentive aspects of the current benefit formula. However, action
may be necessary in other aspects of the program such as the Federal-
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State administrative structure (including the appeals process), the
definition of disability, other rehabilitation and work-incentives provi-
Si0i15, and the treatment of the blind as compared to other groups of
disabled people. It was decided by the Subcommittee on Social Security
that there was not time to go into all the complex issues in disability
and enact legislation this year. However, the Subcommittee on Social
Security plans to take up disability in phase II of this legislation im-
mediately in the next session. Your committee understands that the
Department of Health, Education, and Welfare is exploring various
amendments to the disability program and will present them to the
Congress early next year. This will help the Subcommittee in 'finding
solutions to these difficult problems.
5. Standby authority for loan8 to the OASDI trust fund8 from general

revenues
Your committee is especially concerned about the need for the public

in general—current and future workers as well as social security beiie-
ficiaries—to be assured that the program will be able to meet its bene-
fit obligations at all tunes. While the other actions your committee has
taken would restore the financial soundness of the program into the
next century youl committee believes that a further guarantee of the
future financial stability of the program is necessary.

Ac"ordingly, your committee has included a provision granting
standby authority for automatic loans to the OASDI trust funds
appropriating funds from Federal general revenues whenever the is-
sets of a cash trust fund drops below a specified level in relation to an-
nual outgo. Specifically, if at the end of any calendar yea.r the assets of
the OASI or DI trust fund amounted to less than 25 percent of the
outgo from the fund in the calendar year, an automatic loan would be
made. The amount of the loan would be equal to the difference between
the year-end balance in the fund 'and 271/2 percent of the year's outgo.
The loans would be automatically repaid with accrued interest, when
assets of the fund at the end of a year exceeded 30 percent of the year's
outgo from the fund. To provide for automatic repayment, in case a
loan was made, there would be temporary social security tax-rate in-
creases of 0.1 percent for employees and employers, each (0.15 percent
for the' self-employed), if at the end of any year in which a loan was
made the reserve level is less than 35 percent and the loan debt exceeds
$2 billion; the temporary tax rate increase would go into effect 1 year
later.

Your committee emphasizes its belief that, under reasonable projec-
tions, it will not become necessary for such loans to the trust funds to
be made in this century. Your committee expects that, if—as is not now
anticipated—the loan authority should actually be needed, the Sub-
committee on Social Security would immediately meet to consider the
financial status of the OASDI program and alternative measures to
deal with the situation. Nevertheless, your committee believes—in view
of the extensive publicity the financing difficulties of the program have
received 'and the resulting concern about the financial soundness of the
program—that an appropriate guarantee such as that recommended
by your committee is necessary and desirable.

Under your committee's bill, the standby authority for automatic
loans would not be applicable to the HI fund. Even under existing
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law, the HI trust fund balances are adequate for a number of years,
and your committee's bill would provide additional revenue to this
trust fund. Pending hospital cost containment legislation, if adopted,
would have the effect of further strengthening the hospital insurance
fund. Moreover, it is expected that the broad issue of health care
financing (including financing of protection for beneficiaries of the
prcsent medicare program) will be considered when the President's
national health insurance proposal is submitted during the second ses-
sion of this Congress. Accordingly, your committee chose not to extend
automatic borrowing authority to the HI fund at this time.

B. REVISE!) BENEFIT STRUCTURE

A major factor contributing to the long-range deficit is the pro-
jected rise in social security benefit replacement rates—initial benefit
levels as a percent of prior earnings—under cnrrent long-range eco-
nomic assumptions. This rise in replacement rates causes roughly one-
half of the long-range deficit. Current projections show that benefit
levels will rise by about 50 percent more than wages over the next 5
years, with most of this increase occurring after the 19O's. Replace-
ment rates can fluctuate widely in the future, either up or down, de-
pending on future changes in wages and prices. When the automatic
provisions were enacted in 1972, it was expected, on the basis of the eco-
nomic assmptions made then, that future replacement rates would re-
main fairly constant.

The projected increase in replacement rates under present law is due
to the fact that benefits for people who will retire in the future will be
affected by the changes in both wages and prices that occur during their
working years. Their benefits will be affected by the automatic cost-of-
living benefit increases, which were provided for by the 1972 social se-
curity amendments, since such increases apply to future benefits for
current workers as well as the benefits paid to current beneficiaries. A
current worker's future benefits will also increase because his earnings
are expected to increase as economic growth occurs.

Under your committee's bill, the benefit structure would be "de-
coupled," that is, current workers' future benefits would be separated
from those of beneficiaries currently on the rolls; the automatic cost-of-
living increases would apply only to beneficiaries on the rolls when
such benefit increases becomes effective. The decoupling proposal
provides a new benefit formula for future beneficiaries that would
produce replacement rates and costs that. are much more predictable
than under present law. 'rhe benefit amounts payable to workers who
retire in the future would generally reflect the increase in the standard
of living that occu is dii ring their working years.

A major feature of the plan is that the worker's earnings wouki
be indexed to reflect the change in general wage levels that has oc-
curreci during his working lifetime. These indexed earnings would be
averaged and a three-step, weglited benefit. formula' would be ap-

The formula for 1979 follows:
90 percent of the first $180 of AIME. nlus
32 percent of AIMI over $180 through AIME of $1,085, plus
15 percent of AD1E above $1,08.
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plied to his average indexed monthly earnings (AIME) to produce
the worker's benefit amount. For those becoming entitled to benefits
in the future, the benefit factors (percentage amounts) would not be
indexed, but the. bend points (dollar amounts) in the formula would
be adjusted automatically as average wages increase.

By providing for the indexing of earnings and the benefit formula
to the increase in general wage levels, benefits would he based on the
worker's relative earnings position averaged over his working life-
time. As a result, all workers with the same relative earnings positions
would he treated he same regardless of when they become entitled to
benefits. Thus, while the dollar amounts of benefits of, say, workers
with average earnings retiring 20 or 30 years apart would be substan-
tially different, their replacement rates would be virtually the same.

In addition, your committee recommends that replacement rates be
stabilized at a level 5 percent lower than the levels that will prevail in
January 1979, when the revised benefit structure will be implemented.
This recoinniendation would result in replacnwnt rates more nearly in
line with those that could have been anticipated under the 1972 legis-
lation than those that have in fact occurred. Your committee believes
that the gradual increase in replacement rates (and costs) that has
occurred was imintended and that replacement rates that existed in
recent years should be reestablished and maintained at relatively
constant levels in the long-range future.

Your committee's bill would assure that social security benefit pro-
tection will generally keep pace with rising wages during the worker's
lifetime and with the cost of living after the worker and his family
start to receive benefits. This was the underlying premise of the 1972
automatic adjustment provisions and, in fact, the way the system gen-
erally operated before the automatic provisions were enacted.

Replacement iates for hypothetical workers at various earnings
levels under present law and under the revised benefit structure are
shown below. FOr purposes of illustration, rel)lacement rates are de-
fined as the worker's initial benefit as a percentage of final year earn-
ings. This definition of replacement rates is convenient both for com-
paring two different benefit structures (present law and the new, re-
vised structure under the committee bill) and for illustrative purposes.
However, for purposes of evaluating the effect of the new system on
various individuals and groups within the system, lifetime average
earnings, indexed to earnings levels (AIME) may be a preferable
measure on which to base. replacement. rates. Because of the effect. of
ad hoc increases in the contribution and bencfit base in the past and
those provided under your committee's bill, the replacement rates for
the worker with earnings equal to the maximum taxable do not become
stabilized for a number of years. The replacement rates appear to rise
from 1984 through 2000 if measured in terms of final year earnings
as shown below, but—_when measured in terms of average indexed
monthly earnings—the replacement rates are shown to fall over this
1)eriod.
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REPLACEMENT RATES: HISTOflICAL BEHAVIOR ANd PROJECTIONS UNDER PRESENT LAW AND UNDER THE

COMMITTEE BILL

lIn percenti

Calendar year

Replacemen t rate for worker with—

Low
earnings I

Average
earnings 2

High
earnings 3

Historical behavior:
1970
1911
1912
1973
1914
1915
1916
1911

Present law:

45
41

48
51
54
56
57
58

33
35
36
39
41
43
45
u

28
31
34
35
33
30
32
32

1919
1985
1990
1995
2000
2010
2020
2030
2040
2050

Committee bill:
1979
1985
1990
1995
2000
2010
2020
2030
2040
2050

57
58
60
66
15
84
91
96

101
106

457
55
55
55
55
55
55
55
55
55

44
41
48
49
52
56
60
63
65
61

444
43
43
43
43
43
43
43
43
43

34
34
35
31
39
42
41
46
41
48

434
26
26
21
28
30
30
30
30
30

I Assumed at $4,600 in 1916 and following the trends of the average.
2 Assumed to be 4 times the average 1st quarter covered earnings.

Assumed at the maximum taxable under the program.
4 Reflects the benefit guarantee provision in the bill.
Note: The estimates in this table are based on the intermediate set of assumptions used in the 1977 OASDI trustees

report. The replacement rates pertain to workers with steady employment at increasing earnings and compare the annual
ret!rement benefit at age 62, ignoring the actuarial reduction factor, with the earnings in the year immediately prior to
retirement

The plan included in your committee's bill necessarily involves
many substantial changes in provisions of present law, transitional
provisions for the period during which the new system is implemented,
and a number of "conforming" amendments to minimize possible
disruptions that such a basic change in the benefit structure might
otherwise produce.

The key ekrnents of your committee's bill with respect to "decou-
pling" and the establishment of replacement rates that would be con-
stant in relation to wage levels over time are outlined below.
1. Wage indexing o/ earninge

Your committee's bill would provide that a worker's benefits would
be based on earnings levels that prevail just prior to age 62, disability,
or death. The worker's earnings in each year after 1950 would be up-
dated (indexed) to reflect the increase in average wages through the
second year before the worker reaches age 62, becomes disabled, or
dies.' Under present law, for the purpose of computing a worker's

1 While it would seem reasonable to update earnings through the first year before the
year of retirement, data on actual wage growth will not be available in time to allow for
such current indexing. For 1978 and subsequent years. the law provides that earnings
will be reported on an annual, rather than a quarterly basis. Thus, for example, data on
average wage levels in 1980 will not become available until late in 1981—too late for
indexing earnings of 1981 retirees; 1979 would be the indexing year for 1981 retirees.
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benefit, his earnings are counted in actual dollar value, and these earn-
ings do not reflect their value relative to average earnings at the time
they were earned.

A worker's earnings would be indexed by multiplying the actual
earnings by the ratio of average wages in the second year before he
reaches age 62, becomes disabled, or dies, to the average wages in the
year being updated. For example, if a worker earned $3,000 in 1956,
and retired at age 62 in 1979, the $3,000 would be multiplied by the
ratio of average annual wages in 1977 ($10,002) to average annual
wages in 1956 ($3,514), as follows:

$3,000X = $8,539

Thus, while the worker's actual earnings for 1956 were $3,000, his rela-
tive or indexed earnings would be $8,539. The worker's earnings each
year would be adjusted in this manner. The result would be that the
worker's benefits would be based on earnings levels that prevail just
prior to age 62, and benefits would be based on the worker's relative
earnings (that is, relative to average wages) averaged over the time
the worker could reasonably be expected to have worked in covered
employment.

Under present law, a worker who had above-average earnings in the
1950's and who had be'ow-average earniiIgs in the last 10 years is dis-
advantaged compared to one who had the reverse earnings pattern.
While the two workers might have had the same earnings relative to
average earnings over the period as a whole, the worker with the more
recent above-average earnings would have higher average monthly
earnings and, consequently, a higher benefit. Under the bill, these
workers would get the same benefit amount, all other things being
equaL Moreover, even if they reach age 62 at different, times, they
would get benefits that represented the same percent of the preretir-
ment earnings.

In addition, indexing wages as proposed by your committee as-
sures that benefit amounts would generally be related to the standard
of living that prevails when the worker retires, becomes disabled, or
dies; that is, workers would share in the general rise in the standard
of living that occurs during their working lifetimes.

Your committee would also note that this method of indexing the
worker's wages (the benefit formula would be similarly indexed)
would virtually eliminate the unintended and growing advantage that
young disabled workers and their families and the survivors of de-
ceased workers have over retired workers under present law. Under
the present method of computing benefit amounts, benefits for young
disability and survivor cases are based on recent and relatively high
earnings while benefits for new retirees are based, at least in part, on
past earnings levels that were generally much lower than current
earnings levels. For a worker with average erings. the difference in
benefit amounts can be substantial—almost $150 a month and in dis-
ability cases may create certain work disincentives. Under wage in-
dexing, the difference would be virtually eliminated.
2. Base year for indexing

Your committee's bill would index earnings in retirement cases
through the second year before age 62 (the age of first eligibility)



rather than to retirement (when the worker is first entitled to benefits).
Indexing earnings to first eligibility has significant advantages in the
areas of public understanding and administraton.

Since the indexing point is based solely on the date of birth rather
than on the year retirement benefits are elected, workers would be
assured that their age-62 benefit would not decline should they choose
to delay retirement and that it would rise with the Consumer Price
Index. If wages were indexed to the date of tirement instead of to
age 62, the worker's benefit amount would decline if average wages
decline and could be lower than if he had retired earlier, depending
on whether price increases out-pace wage increases in the interim.
Thus, with retirement indexing, both the worker and his family and
Social Security Administration field personnel would be presented
with a difficult decision. The worker would have to know how wage
and price increases might affect his monthly benefit and would expect
SSA personnel to advise him as to the optimum time to retire. Yet
neither would have the information necessary to make the correct
decision.

Thus, indexing to eligibility, as under the committee bill, would
furnish greater certainty for the worker and SSA personnel in advis-
ing the worker concerning his decision as to when to retire and apply
for benefits.

In addition, age-62 indexing is less complex from an administra-
tive standpoint, and therefore administrative costs would be lower
than if earnings were indexed to retirement.

Your committee recognizes that indexing to first eligibility presents
some problems. It provides less incentive for a worker to remain in
the work force since, all other things being equal, the worker who
retires at age 62 and the worker who retires 3 years later at age 65
would receive benefits based on approximately the same PIA. Re-
tirement indexing would provide benefit amounts that are closer
to those provided under present law than would occur if earnings were
indexed to age 62.

In order to deal with these problems and at. the same time retain
the advantages of indexing to age 62, your committee has provided
for a substantial increase—from one-twelfth of 1 percent per month
to three-twelfths of 1 percent per month (from 1 percent to 3 percent
per year)—in the delayed retirement credit. Thus, incentives for re-
maining in the work force would be maintained, and workers' benefits
would be increased as a result of work after age 65. (See item B—9 for
a discussion of the increase in the delayed retirement credit.)

3. Computation period
Your committee's bill, like present law, provides that benefits will

generally be based on a worker's earnings averaged over the number of
years after 1950 (or age 21. if later) up to the year the worker
reaches age 62, becomes disabled, or dies, whichever occurs first (ex-
cluding 5 yeais of lowest or no earnings). The number of years in
the computation period will expand over time—for example, for
workers reaching age 65 in 1979, the computation period will be
20 years, and eventually, for workers reaching age 65 in 1994 or later,
the computation period will be 35 years.
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With the use of actual earnings, as under present ]aw, the expanding
computation period depresses replacement rates since early wages,
which are generally much lower than current wage leve]s, must be
used in computing the benefits. However, wage indexing would assure
that if a worker's earnings increase at the same rate as average wages
in the economy, his average indexed monthly earnings (AIME) would
rise at the same rate as average wages in the economy.

If the computation period were set at, say, 10 or 20 years, workers
with 10 or 20 years of coverage could get the. same benefit as workers
with 35 or 40 years of service. To avoid such a result, some consider-
ation would probably need to be given to providing for an explicit
measure of length of service. However, an explicit provision for meas-
urin coiitinuity of service would pose administrative problems and
would tend to raise questions of iiidividual and group equity. Even
if there were no administrative problems or questions of equity, a
short computation period has the potential for workers to manipulate
their earnings late in their careers so that their average earnings are
relatively high and, as a result, benefit amounts are relatively high.

Your committee recognizes that, over time, the long computation
period tends to distinguish between short- and long-term workers,
since, all other things being equal, the latter would have higher aver-
age earnings and would, therefore, get higher benefit amounts. Since
this method of recognizing ]ength of service seems reasonably adequate
and the alternatives present serious problems, your committee is
not recommending any change in the computation period.
4. Benefit formula

Under present law, benefit amounts for a worker are derived from a
table in the social security law and are related to the worker's average
monthly earnings in covered employment. The benefit formula that
roughly approximates the benefit amounts shown in the present table
has 9 steps and, whenever the contribution and benefit base is in-
creased, a new step is added to take account of the higher average
earnings possible as a result of the new, higher base. Each time there
is an automatic cost-of-living benefit. increase, the percentage factors
in the formula are increased by the percentage increase in the cost of
living.

Under your committee's bill, the benefit formula shown below would
be applied to the worker's average indexed monthly earnings (AIME).
The formula is designed to produce benefit amounts which are on the
average about 5 percent lower than the benefits which would be pay-
able under present law to workers who retire in January 1979, when
the revised benefit structure would go into effect:

90 percent of the first $180 of AIME, plus
32 percent of AIME over $180 through AIME of $1,085, plus
15 percent of AIME above $1,085.

This formula would apply to those who reach age 62, become dis-
abled, or die in 1979. The dollar amounts or bend points (the AIME
levels at which the weighting in the benefit formula changes) would
be adjusted automatically as average wages increase for those who
start getting benefits in the future, and the adjusted bend points would
be rounded to the nearest multiple of $1.
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Indexing both the worker's wages and the bend points in the bene-
fit formula results in maintaining the progressive benefit structure in
the future and in the worker's benefit protection rising with general
wage levels while he is working.

5. Mawinvwim faimily benefit
Under present law, the maximum family benefit ranges from 150

percent to 188 percent of the primary insurance amount (PIA) 1

Your committee recommends retaining the same relationship be-
tween maximum family benefits and PIA's as in present law and to
accomplish this recommends determining the family maximum by ap-
plying the following formula to the worker's PIA:

150 percent of the first $230 of PIA, plus
272 percent of PIA's over $230 through $332, plus
134 percent of PIA's over $332 through $433 plus
175 percent of PIA's above $433.

In the future, the dollar amounts in the formula would be in-
creased based on increases in average wages. This would assure that
the currenl relationship between maximum family benefits and PIA's
is maintained.
6. Tran8itin

Your committee's bill would provide a transitional provision to pro-
tect the benefit rights of people who are now approaching retirement
and whose retirement plans have taken social security benefits into
account.

Under your committee's bill, the transitional provision would "guar-
antee" that a worker (and his dependents or survivors) who first be-
comes eligible for retirement benefits within 10 years after the effective
date would get an initial benefit that would be the higher of:

1. The benefit derived under the new, wage-indexing formula;
or

2. The benefit based on the present law benefit as it is in the law
on the effective date of the revised system—January 1979.

For purposes of the guarantee, the January 1979 benefit table would
not be subject to future automatic benefit increases, but all individual
benefits would be subject to all benefit increases becoming effective be-
ginning with age 62. Earnings after age 61 would not be used under
the guaranteed benefit computation. With the passage of time, benefits
under the wage-indexing system would rise beyond the levels generally
payable under the guarantee, since annual wage increases would be
reflected in higher AIME and in the adjustments in the benefit for-
mula each year while the guaranteed benefit amounts would remain
constant in the future. As a resuit the proportion of new retirees that
would receive higher benefits under the guarantee would decrease with
each passing year.

As shown below, it is estimated that the percent of new retirees eligi-
ble for guarantee benefits each year that would receive such benefits
would decline from about 43 percent in 1979 to about 2 percent in 1988.

The amount on which all benefits are based.
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Percent of new retirCe8 who become eligible for bcncfit8 (luring tran8itional
period and who would get. benefit8 under guara?ltec

Year:
Percent

1979
1980
1981
1982 is
1983
1984
1985
1986 2

1987 2

1988 2

Tli coinniittee's bill would not provide a transition for death and
disability cases since benefits in such cases are, under preseiit law, often
significantly higher than in retirement cases—a situation which, as (us-
cussed in the following section, yoiii coniinittee does not believe should
be perpetuated.
7. Disability and death cases

The exclusion of disability and death cases from the transitional
guarantee under the bill reflects your committee's concern that benefits
in cases where the worker becomes disabled or dies while young may be
significantly higher than benefits in retirement cases. This situation
occurs because benefits in early disability or death cases are based on
earnings averaged over a period as short as 2 years while earnings
in retirement cases are averaged over a longer period. For example,
benefits for those retiring at age 65 in 1979 will be based on earnings
averaged over 20 years. As a result, a younger disabled worker and
his family, or the survivors of a worker who died while young, can get
higher benefits than the retired worker with the same earnings over
the last several years, even though the retired worker worked in
covered employment and paid social security taxes over a much longer
period. In addition to this problem of the difference in treatment
of younger as compared to older workers, your committee is concerned
that the high benefits payable in early disability cases can act as a
disincentive for disabled workers to return to work or to seek voca-
tional rehabilitation.

Your committee's bill would very substantially reduce—and in some
cases eliminate—the higher early disability and death benefit levels
that are possible under present law. This effect is due to the fact that
wage-indexing brings all earnings up to date, and the length of the
computation period become.s less material.

8. Treatment of earnings after age 6 or disability
Under your committee's bill, earnings subsequent to the year of

first eligibility (age 62) or onset of disability would be counted at
actual dollar value (that is, they would not be indexed) and substi-
tuted for earlier years of indexed earnings in the initial computation
or recomputatmon if they would increase a worker's AIME and his
PTA. These provisions are similar to those under present law. I-low-
ever, since past earnings would be higher after wage indexing than
under present law, earnings after age 62 would, on the average, have
substantially less effect in increasing benefit amounts than under pres-
ent law. Your committee, recognizing that this effect, like the effect of
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indexing earnings to age 62, may work to reduce incentives for re-
maining in the labor force, has provided for a substantial increase in
the delayed retirement credit (discussed below) in order to increase
the incentives for people to continue working past age 65.

Special rules would apply in the case of earnings after age 61
during the transitional period. Workers who are eligible for benefits
under the transitional guarantee (because they reach age 62 in the
period from 1979 through 1988) could have earnings after age 61
included only under the wage-indexing computation. Earnings after
age 61 cannot be included in the computation of guarantee benefits.
(Workers age 62 or disabled before 1979 would continue to have
their benefits computed and recomputed under the provisions of
present law even if they work in covered employment after 1976).)
9. Increa8e iii the delay of retirenertt credit

Under present law, a person who continues working and delays re-
tirement beyond age 65 gets a delayed retirement credit of one-twelfth
of 1 percent of his benefit for each month (1 percent a year) he does
not receive a benefit from age 65 and up to the month he reaches
age 72.

To provide incentives for workers to remain in the labor force, your
committee's bill would provide for an increase in the delayed retire-
ment credit to one-fourth of 1 percent for each month (3 percent
per year).

The increased delayed retirement credit woWd be provided for
months after 1981 for workers whose benefits are computed under the
new wage-indexed system or under the 10-year transitional guarantee.
(Workers whose benefits are computed or recomputed under present
law would continue to receive the 1-percent delayed retirement credit.)
In 1983, the first year increased benefits reflecting the 3-percent delayed
retirement credit would be payable based on credits provided for
1982, 100,000 people would get higher benefits, and $15 million in addi-
tional payments would be made as a result of this provision.
10. Treatment of earning8 before 1951

Under your committee's bill, earnings before 19S1 would not be in-
dexed and could not be used in computing benefits under the new
wage-indexing system. Instead, the present-law computation method
that applies in the case of pre-1951 earnings would be used; this lres-
ent-law computation provides for an "empirical" method of allocat-
ing pre-1951 earnings. Because earnings in the period 1937—151 are not
kept on machme records, the empirical method was devised to
plify the computation of benefits for workers who had earnings be-
fore 1951 by eliminating the time-consuming manual computations
that would otherwise have to be done. In general, under the empirical
method, total earnings in the period from 1937 up to 1951 are allocated
equally to each of the years prior to 1951 that are used to determine
the worker's average earnings on which his benefit is based. For all
practical purposes, the use of pre-1951 earnings in benefit computa-
tions would wash out in 1991—when a worker who was age 22 in 1951
reaches age 62. The old start computation is currently used for about
10 percent of new retired worker beneficiaries.

Under your committee's bill the "empirical" computation method
provided under present law would continue to be ued in the case of
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pre-1951 earnings. Further, the "empiricaF' method would be ex-
tended to apply to cases involving workers who ieach age 21 after
1936 and before 1951, since it would represent an administrative sun-
phfication. Over the next few years, an increasing proportion of com-
putations using pre-1951 earnings will involve workers age 21 after
1936—people reaching age 62 in 1978 and later attained age 21 after
1936.

11. Freeze the 7ninimun benefit
Your committee's bill provides that the initial minimum PIA of

future beneficiaries would be frozen at an amount equal to the mini-
mum PTA in effect in January 1979 (now estimated at about $120.60),
rounded up to the next higher dollar. After the worker reaches age 62,
becomes disabled, or dies, benefits based on the minimum PTA would
be updated to CPI increases, as under present ]aw.

The present minimum age-65 benefit amount is $114.30, and this
amount. like other age-65 benefit amounts, is automatically increased
for current and future beneficiaries as the cost of living (as measured
by the Consumer Price Index) rises. About 3.2 million beneficiaries are
receiving benefits based on the minimum, and currently about 10
percent of benefit awards to retired workers are based on the minimum.
The minimum benefit of $114.30 is payable on average monthly earn-
ings of $76 or less. It equals 11/2 times $76 and about 281/2 times the
lowest average monthly earnings possible. To many, the minimum
benefit represents an identifiable welfare aspect of the social security
program.

In the past, the minimum has been increased more rapidly than
benefit amounts generally, reflecting the view held widely in the past
that people receiving the minimum were among the poorest benefici-
aries and were most in need of higher benefits. Over the period
1940—77, the minimum was increased tenfold, while benefit amounts
above the minimum have increased about fivefold.

Increasingly, the minimum benefit is being paid to people who did
not, during their working years, rely on their covered earnings as a
primary 'source of support. Such people include, for example, workers
whose primary work was in noncovered employment sub)eot to a
staff retirement system—such as Federa' civilian employees. As of
December 1975, about 45 percent of civil service retirement annui-
tants were receiving social security benefits—more than a quarter of
whom were receiving the minimum. The median inonthy civil service
annuity for all those getting socia' security benefits was about $390,
while for those, receiving the minimum benefit, it was over $480.

Other people for whom the minimum does not represent a primary
source of support include those with marginal labor-force attachment
because they were primarily dependent on someone else. (About 46
percent of women entitled to both a benefit on their husbands' earnings
and a primary benefit based on their own earnings receive the mini-
mum benefit lased on their own earnings.) Less than 25 percent of afl
workers who first became entitled to the minuimum in 1970 had more
than 9 years in covered employment since 1950, and slightly more than
one-fifth had earned over $1,800 in any year since 1950.

'Under present aw the "empiricaF' formu'a applies to peop'e who reached age 21
before 1937.
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Because of the characteristics of people getting the minimum,
it has been characterized as being a "windfall" to people who
have not worked regularly under the program. Criticism of the wind-
fall aspect of the minimum has, however, been growing, because the
minimum is increasingly going to people who were not primarily de-
pendent on earnings from covered employment.

In general, low-paid workers who worked regularly under the social
security program would not be disadvantaged if the minimum were
frozen. A regular worker retiring this year with lifetime earnings
equal to the prevailing Federal minimum wage each year would get
benefits substantially higher than the minimum—$233.50 as compared
with $114.30. Even a person who worked regularly at half of the pre-
vailing Federal minimum wage would get more than the minimum—
$169.30. Also the special minimum benefit provision for long-term, low-
income workers is liberalized by this legislation as noted in the next
section of this report.

Freezing the minimum emphasizes that the supplemental security
income (SSI) program is an appropriate source of income for needy
aged, blind, or disabled people. Those social security beneficiaries who
qualify for the relatively lower minimum in the future who are needy
could receive SSI to a. greater extent at age 65 and after than is true
today. The committee believes that this is a more efficient and appro-
priate method of dealing with the problem of poverty for those who
have only a marginal attachment to work covered by socia' security.
Your committee also recognizes that SSI payments are not provided
for nondisabled people under age 65 but does not believe that freez•
ing the minimum for people under age 65 would impose an undui
hardship. Freezing the minimum would avoid the sharp drop in benü-
fit amounts involved in the elimination of the minimum and would
involve similar, though more gradual, reductions in future benefits for
people with very low average earnings under social security.

Social security costs would be reduced by about 0.09 percent of tax-
able payroll over the long range as a result of freezing the niinimumn
benefit amount. Some 150,000 people would receive lower benefits than
under present 1.w, and benefit payments would be reduced by $7 mil-
lion during the first year.
12. I'ncrea8e in the 8pecial minimum. benefit

Under your committee's bill, the special minimum benefit, that is
provided for long-term, low-paid workers would be (1) increased t.o
take account of price increases since it was last adjusted and (2) kept
up to date with future increases in the Consumer Price Index (CPI)
for both present and future beneficiaries.

Present law provides a special minimum benefit of up to $180 a
month for a worker with 30 years of creditable covered earnings and
$270 for a couple. Your committee's bill would increase these bene-
fit amounts to $230 for an individual and $345 for a couple. effec-
tive for January 1979, with automatic increases thereafter. The special
minimum is calculated by multiplying $9 times the number of years
of coverage a worker has in excess of 10 and up to 30—for a maximum
multiplier of 20—amid under the bill the $9 figure would be increased
to $11.50. Generally, a "year of coverage" under present law and
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your committee's bill is a year in which a person has earnings at
least as high as one-quarter of the contribution and benefit base ($4,125
in 1977) in effect for the year and this amount would rise with average
wages in the future. In 1979, when the provision takes effect, the
special minimum will generally be payable only to low-paid work-
ers with 22 or more years of coverage.

Unlike the regular minimum benefit which, increasingly, may repre-
sent a "windfall" for people who did not work regularly under social
security, people who get special minimum benefits are ordinarily work-
ers with significant attachment to the covered work force but with very
low earnings. The purpose of the special minimum benefit is to provide
a reasonably adequate benefit for long-term, low-paid workers under
social security without incurring the high costs (and windfalls) that
could result from a large increase in the regular minimum benefit r
from other possible general benefit adjustments.

The special minimum provision was enacted in 1972, at the same time
that the SSI program was enacted, and was designed to help reduce the
extent to which long-term, low-paid workers under social security
would have to turn to a welfare program to sipplement their income.
At that time, and in 1973 when the special minimum was last adjusted,
there were no provisions for automatic adjustments in SS1 payment
levels and no provision was made for cost-of-living increases in the
special minimum. (Automatic cost-of-living increases in SSI payment
standards—currently $177.80 for an individual and $266.70 for a
couple—began in 1975.) Since 1973 the number of people drawing bene-
fits based on the special minimum has declined from 217,000 to less
than 400 in July 1977.

Your committee believes that if the special minimum is to fulfill its
intended purpose, it must. be kept up to date in the future. Thus, the
bill would provide that the specia' minimum benefit would be made
inflation proof for future beneficiaries by automatically increasing it
according to increases in the cost of living. Further, once on the social
security rolls, special minimum beneficiaries would receive automatic
cost-of-living increases in their specal minimum benefits.

It is estimated that 220,000 people would become eligible for in-
creased benefits under this provision and $14 in additional benefits
would be paid in the first full year. Social Security program costs
would be increased by about 0.1 percent of taxable payroll over the
long range.

C COVERAGE

Your committee's bill would extend mandatory social security cov-
erage to some 6 million jobs in Federal civilian, State and local, and
nonprofit organization employment. As a result, the social security
program would cover about 97 percent of all jobs.

The social security program now covers about 90 percent of the jobs
in paid employment. The largest group of jobs excluded from social se-
curity coverage is about 5.7 million jobs in public employment, most of
which are covered under public staff-retirement systems. (About 2.4
million jobs out of 2.7 million jobs in Federal civilian employment are
excluded from coverage. Out of 12.3 million jobs in State and local
employment, about 3 million jobs are not covered but could be cov-
ered if the States elected coverage for these employees and 0.3 m1llio1
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jobs are excluded from coverage.) In addition, some 210,000 jobs in
employment for nonprofit organizations are not covered but could be
covered if the nonprofit organizations elected to cover their employees.
Most of the other jobs not covered represent irregular or part-time
work.

Your committee notes that in extending coverage under the bill to
Federal and State and local employment, some categories of such
employment, which are now specifically excluded from coverage by law
such as services performed by inmates of Federal and State and local
prisons, services performed by temporary, emergency workers, and
services by student employees of Federal hospitals would no longer
be excluded. Whether coverage should be extended to these specially
excepted groups is a complex question which your Commission has
not been able to resolve in the time available. However, since under
the bill coverage would not be extended to Federal civilian, State and
local, and nonprofit organization employment until 1982, your Com-
mittee will have tinie to closely examine the issues and iecomrnencl
any changes in the coverage extension it believes appropriate.

The following specific coverage groups are added.
1. Federal civilian employee8

Your committee's bill would extend social security coverage to the
approximately 2.4 million Federal civilian employees now excluded.
Most of these employees are covered under the civil service retirement
(CSR) system; the remainder are covered largely undc'r other staff re-
tirement systems. The Social Security Act of 1935 excluded from coy-
erage all civilian employment for the Federal Governnicnt or for an
instrunientality of the United States. At that time, the Federal CSR
system, which covered most Federal civilian employment, had been in
existence for 15 yeais and there seemed to be no need for Federal em-
ployees to be covered under two retirement systems.

The Social Security Amendments of 1950, as l)aIt of a major expan-
sion of the social security program, covered civilian employees of the
Federal Government who were not covered under any Federal retire-
nient system. (These employees were short-term Federal employees
who were considered likely to shift between Federal and private em-
PloYmilent.) The 1950 amendments specifically excluded from coverage
services Performed for the Federal Government by the President, the
Vice President, Members of Congress, legislative employees of the
Congress, inmates of Federal penal institutions, certain student em-
Ployees of Federal hospitals, and temporary, emergency emnl)loyees.

Your committee has been concerned for many years because the ex-
clusion of most civilian employees of the Federal Government from
social security coverage has resulted in two major problems, related
mainly to the large number of workers who shift between Federal em-
ployment and work covered under social securit. The first problem is
that there are gaps in Protection of workers who have worked both
under the CRS system and social security: some employees only qualify
for benefits under one. system so that their benefits are not based on
their lifetime earnings and contributions to both systems, while other
employees fail to get benefits under either system. The second piob-
lem is that many employees who have worked under both systems are
able to qualify for social security benefits by working for relatively
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short periods in jobs covered under social security, and to also qualify
for substantial CSR benefits.

These social security benefits generally are based on substantially
less than a full lifetime of covered work and are heavily weighted and
represent a very high return on the employee's contributions. This
situation is unfair to all workers covered under socia' security and to
their employers, who must bear the cost of the windfall benefits pay-
able to Federal employees.

Over the years many studies of this situation have been made by the
executive agencies that have responsibility for administering the socia'
security and CSR systems and various proposals to remedy the situa-
tion have been considered. Your committee directed that such studies
be made in 1960. 1965, and 1972. None of the proposals advanced has
proved acceptable to all concerned. Most recently, the 1975 Advisory
Council on Social Security recommended that the social security sys-
tem be made applicable to virtually all gainful empthyment and that
the Congress should develop immediately ways of achieving this.

Your committee believes that the best way to eliminate the problems
that now occur because Federal civilian employment is not covered
under social security would be to extend coverage to Federal civilian
('mployees. It is recognized that the complex issue of how the CSR
system (and other Federal staff-retirement systems) should be modi-
fied to take arcount of the social security coverage should be resolved
before the coverage is made effective. Any modification to the Civil
Service Retirement Act will have to be approved by the Committee on
Post Office and Civil Service. Thus your committee has delayed the
effective date until January 1982.

In addition, the bill provides for a comprehensive study of methods
for coordinating the social security system and the civil servi9e retire-
ment system. The study, to be completed not later than January 1,

1980, wou1d be made by the. Secretary of Health, Education, and Wel-
fare in consultation with the Civil Service Commission. The Secretary
would be directed to present. to Congress a specific and detailed plan
for the coordination of the two systems. The plan wou'd be expected to
provide Federal employees and their families with the best possible
combination of retirement, dependents, survivors. clisnbility and health
benefits under the two systems at the thwest possible cost consistent
with the solvency of the systems. The Secretary is directed to include
in the plan benefit Pr0\'isiOns and other features to assure that Federal
employees would not be placed at a disadvantage either in the coverage
protection or in the contributions required of theni by the integration
of the systems. The date for completion of the study would allow 2
years before the integration takes place for the relevant committees of
Congress to act on the plan.
2. State and local employees

Under present law-, social security coverage for State and local em-
ployees is generally available only on a group basis through voluntary
agreements between the States and the Secretary of Health, Education,
and 'Welfare. Coverage for a group of State and local employees can
be terminated after 2 years' advance notice by the State if the group
has been covered under social security for 5 years at the time notice is
given, or by the Secretary at any time if he finds that the State has
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failed or is unable legally to comply with the terms of the agreement
and 2 years' advance notice is given.

Your committee is concerned that, because many State and local em-
)1oyees are not covered currently under social security and those who
are covered may have their coverage terminated, ineqrnties in benefit
protectiofl have arisen, especially for workers who move between cov-
ered and noncovereci jobs. In some cases such workers quahfy for staff-
retirement benefits but. do not have enough coverage under social secu-
rity to qualify for social security benefits and therefore their benefits
in retirement do not reflect their lifetime earnings. In other cases such
workers qualify for substantial staff-retirement benefits and also for
relatively low, heavily weighted (windfall) social security benefits
that represent a very high return on the worker's social security con-
tributions. Payment of windfall social security benefits to State and
local employees is financiaUy disadvantageous to the social security
trust funds and is unfair to other workers, who are covered compul-
sorily under the social security program.

Your committee is also aware that the provisions in present law not
only provide. specia' treatment for State and local employees in gen-
eral, but also povide special treatment. for particular kinds of State
and local employees. For example, State and local employees compen-
sated wholly on a fee basis and employees of certain transportation
systems acquired by State and Political subdivisions from private
ownership are covered compulsorily under social security. On the
other hand, some State. and local employment is excluded from social
security coverage: services of employees who are hired to relieve them
from unemploymeit. services in a hospital or other institution by a
patient or hmate, and services perfoniied on a temporary basis in the
event of an emergency.

Further, certain services performed by employees in a group for
which coverage is provided may be excluded at the option of the State:
services in elective, part-time, or fee-basis positions and services per-
formed by election workers or officials who an paid less than $50 in a
calendar quarter. In addition, a number of provisions which apply
only to employees in certain named States, or only to certain employees
in a named State, have been enacted from time to time. Your commit-
tee believes that provisions for sl)ecial treatment for certain State and
local employees are unfair to other State and local employees and com-
plicate administration of the social security program.

The 1975 Advisory Council on Social Security studied major areas
of employment not covered under social security (including State and
local employment) and urged that these areas be covered compulsorily.
Also, m April 1976 your committee held hearings to explore, the issues
relating to the social security coverage and termination of coverage of
employees of State and local governments. During the hearings a num-
her of approaches to solving the problems that arise under the present
State and local coverage provisions were discussed; compulsory cov-
erage s the most satisfactory approach to those problems.

Compulsory coverage of State and local employment would fill the
gaps in protection of those who move between noncovered State and
local employment and work covered under social security. Contribu-
tions and benefits pioded under staff-retirement systems for groups
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not now covered under social security could be adjusted to take account
of social security coverage and contributions. Coordinated coverage
under social security and a staff-retirement system would assure that
benefits under both systems would be reasonably related to a worker's
lifetime earnings and contributions.

Some have argued that under recent opinions of the Supreme Court
it would be unconstitutional to provide for mandatory taxation of the
States and localities as employers. However, recent decisions have been
limited to the commerce power and there is o controlling opinion on
the exercise of the general welfare and taxation power. Your commit-
tee believes that there is a compelling national interest in universal
coverage linked to the solvency of the social security system which is
sufficient to sustain this legislation.

uI)ur (onlnnttee's bill would provide compulsory social security
coverage effective January 1, 1982, for all State and local employees
(including criployees of Guam, American Samoa, and the District of
Coliunbii) who aic not covered compulsorily under present law.

The bill would also provide that coverage could not be terminated for
a group of State and local employees unless the required 2 years' ad-
vance notice was filed before September 14, 1977. This would prevent
terminations after September 1979; State and local employees whose
coverage had been terminated would also he covered effective Janu-
ary 1, 1982.

Your committee bill also contains a number of provisions affecting
coverage for State. and local employees in paiticiilar States.
3. Employees of nonprofit organizations

Under present law, work performed for nonprofit religious, charita-
ble, educational, or other tax-exempt organizations specified in section
501(c) (3) of the Internal Revenue Code is excluded from compulsory
coverage under the Social Security Act. The exclusion was enacted
because it was believed that taxation of the organizations under the
Federal Insurance Contributions Act would endanger the traditional
tax-exempt status of the organizations. Work performed for other
nonprofit organizations, listed in section 501 (c) of the Code, is covered
compulsorily.

Social security coverage is available to employees of an organization
described in section 501(c) (3) of the Code if the organization files
with the Internal Revenue Service a certificate expressing its desire to
have the coverage extended to its employees. Current employees of such
an organization have a choice of whether or not they want to be covered
under social security; future employees of such an organization are
covered conulsorily. Under the present provisions, 90 percent of all
employees of these organizations are covered under social security.
Under the bill, work performed for an organization specified in section
501 (c) (3) of the Code would be covered compulsorily under social
security beginning January 1, 1982.

Your committee believes that the basis used in the past for excluding
these nonprofit organizations from social security taxation is no longer
valid and that compulsory coverage under social security would solve
the problems, such as those discussed earlier with respect to State and
local coverage, that result because some employees are not covered
currently under social security and those who are covered may have
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their coverage terminated. Compulsory coverage would prevent gaps
in the protection of employees who have divided their working life-
times between covered and noncovered employment, and would prevent
employees whose major employment is not covered or is terminated
from qualifying for windfall social security benefits by working for
relatively short periods in covered jobs. Also, some organizations have
reported their employees' wages for social security purposes and have
paid social security taxes without filing the required certificate. Such
organizations have filed for refunds of the erroneously paid taxes, and
some employees who were relying on the social security protection were
no longer covered. Although Public Law 94—563, enacted October 19,
1976, was designed to prevent th loss of social security coverage in
these situations, compulsory coverage would eliminate the complex
provisions and problems that now apply.

Under present law, an organization which filed a certificate can
terminate coverage of its employees by giving 2 years' advance notice
of the termination provided coverage has been in effect for at least 8
years. Also, the coverage can be terminated by the Secretary of the
Treasury, with concurrence of the Secretary of Health, Education, and
Welfare, at any time if he finds that an organization has failed to or is
unable to comply with the law and 60 days' notice of the termination
is given. Under the bill, no termination would be allowed before com-
pulsory coverage was effective unless the notice to terminate was given
on or before September 13, 1977. The bar to future terminations would
prohibit nonprofit organizations from terminating social securit.y
coverage of their employees in order to avoid paying social security
taxes for a period before compulsory coverage was effective.

4. Quarter-of-coi.'erage pro'vi8io'n for Federa7, State and local 8erVice,
and 8e?'vice for no'n profit organi2ations performed prior to ef-

fective date of co'verage
Your committee is concerned over possible disadvantages arising

out of the late entry into social security coverage of Federal civilian
and State and local employees and employees of nonprofit organiza-
tions. If no special provision is made for these employees, many who
retire, become disabled, or die within a few years of the time social
security coverage is extended will not have worked long enough to
qualify for social security benefits for themselves or their families
even though they (and their employers) may have paid substantial
social security contributions. Under social security law, in order to be
insured for retirement and survivors benefits, an individual generally
needs as many quarters of coverage (but no more than 40) as the
number of years elapsing after 1950 (or age 21, if later) and up to the
year of attainment of age 62 or death. In addition, a person is insured
for survivors benefits if he has at least 6 quarters of coverage in the
13-quarter period ending with the quarter in which he died. In order
to qualify for social security disability benefits, an individual needs
as many quarters of coverage as the number of years elapsing after
1950 (or age 21, if later) and up to the year he becomes disabled.
In addition, if he becomes disabled at age 31 or older he must have
20 quarters of coverage (5 years) in the 40-quarter period ending
with the quarter in which he becomes disabled. Thus, for example, a
Federal civilian employee who was 57 years old in 1982, when social
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security coverage became effective, and who retired in 1985 at age
60, would have earned at most 16 quarters of coverage from his Fed-
eral employment—not enough to qualify for social security disability
or retirement benefits.

In recognition of this problem, your committee's bill would provide
that any employee in covered Federal, State and local, or nonprofit
employment on or after January 1, 1982 (who also performed service
as an employee in such employment before 1982), would be granted
credits for quarters of coverage, but not for earmngs for benefit
computation purposes, with respect to such employment before 1982,
provided the employee earned at least 6 quarters of coverage from
such employment after December 31, 1981.
5. Tot alization Agreements

Under present law, there is no authority in the Social Security Act
for entering into agreements with other countries to provide for co-
ordination between the social security systems of the United States
and of other countries. Your committee is concerned that because there
is no coordination between the U.S. social security system and foreign
social security systems, two serious problems occur.

First, the work of many U.S. citizens employed by U.S. employers
in foreign countries is subject to the social security taxes of the
United States and is also subject to the social security taxes of the
foreign country. Not only are the tax payments to foreign systems
generally higher than in the United States but frequently American
workers get little if any, return for the taxes they and their employers
pay to the foreign systems because social security eligibility require-
ments are usually stricter under foreign systems.

Second, many U.S. citizens who divide their working careers be-
tween work covered under the U.S. social security system and work
covered under a foreign social security system sutrer a loss of conti
nuity in their social security coverage. Some who work abroad for a
number of years and have periods of coverage under two or more
social security systems may not qualify for benefits under one or more
countries when they retire, become disabled, or die. (For example,
American workers who work abroad for a number of years may lose
their U.S. security disability protection because to be insured for dis-
ability benefits they must generally have substantial recent covered
work covered by the U.S. system.) Others may qualify for social
security benefits but the social security benefits they receive are not
related to their work lifetimes since not all their credits can be taken
into account.

Your committee's bill would help solve these problems by authorizing
the President to enter into bilateral agreements (of a kind generally
known as totahzation agreements) with foreign countries to provide
for limited coordination between this country's social security system
and those of other countries. Eaoh agreement would be submitted to
the Congress and could not go into effect until 90 days (in which
the Congress has been in session) after the agreement had been
submitted.

A totalization agreement would eliminate dual coverage and dual
employee and employer social security taxes for the same work. An
agreement could also provide that each country would take into
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aount a worker's total work and earnings in both countries for pur-
poses of determining eligibility for and the amount of benefits. Each
country would pay only a part of the totalized benefit; the amount of
the benefits paid would be the proportion of the totalized benefit which
is attributable to the covered work performed in the paying country.
The United States would not pay a totalized benefit to a worker who
had less than 6 quarters of coverage under the U.S. system. While
totalization would improve protection for people who worked in both
countries, in a large proportion of eases of the worker is insured based
on his U.S. work alone, his regular social security benefits would be
higher than his totalized benefit.

Totalization agreements (which are common among European coun-
tries) have an advantage over other approaches to coordination in
that the agreements are designed to allow each cooperating country
to carry out ith' responsibilities virtually independently. The countries
would exchange information on covered earnings and earnings credits
and proie other administrative assistance, but otherwise each country
would make its determinations and computations independently and
wpul1•paybénefits directly, without any need for an interchange of
füi1s :orbalancing of amounts paid as bnefits.

• A nümbér of countries, iniluding Italy, We.t Germany, Switzerland,
Canada, 'ran, and Japan, have approached thc TJnithd States about
the .posibility of concluding social security totalization agreements;
and the Social Security Administration has had technical discussions
with representatives of each of these countries except Japan. A draft
totaUztiQñ agreement between the United States and Italy was signed
jn 197.3 and a draft totalization agreement between the United States
and West Germany was signed in 1976, to signify only that the coun-
tries accepted the text of the agreement for purposes of seeking the
approval of their national 'egislatures. Both Italy and Germany have
enacted the agreement with the United States into their laws. The
agreements cannot become effective until they are authorized for the
United States as provided in the bill. Thus, the agreements with Italy
and West Germany would have to be submitted to the Congress after
enactment and await the 90 day review period before they could be-
come effective.

6. Excüion of Zinvited partnerBliip in.tyome
Under present law each partner's share of partnership 1ncome is in-

cludable in his net earnings from self-employment for social security
purposes, irrespective of the nature of his membership in the partner-
ship. Under the bill the distributive share of income or loss received
by a limited partner from the trade or business of a limited partner-
ship would be excluded from social security coverage. However, the
exclusion from coverage would not extend to guaranteed payments (as
described in section 707(c) of the Internal Revenue Code), such as
salary and professional fees, received for services actually performed
by the limited partner for the partnership. Distributive shares re
ceived as a general partner would continue to be covered. Also, if. a
person is both a -limited partner and a• general partner in the same
partnership, thedistributive share received as a general partner would
continue to be covered under present law.

Your committee has become increasingly concerned about situations
in, which certain business organizations solicit investments in limited
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partnerships as a means for an investor to become insured for social
security benefits. In these situations the investor in the limited part-
nership performs no services for the partnership and the social secu-
rity coverage which results is, in fact, based on income from an invest-
ment. This situation is of course inconsistent with the basic principle
of the social security program that benefits are designed to partially
replace lost earnings from work.

These advertisements and solicitations are directed mainly toward
public employees whose employment is covered by public retirement
systems and not by social security. Also, these advertisements fre-
quently emphasize the point that those who invest an amount sufficient
to realize an annual net income of $400 or more (the minimum amount
needed to receive social security credit in a year) will eventually gain
a high return on their social security contributions. Many of those
who invest in limited partnerships will qualify for minimum benefits,
which are heavily weighted for the purpose of giving added protec-
tion for people who have worked under social security for many years
with low earnings. The cost of paying these heavily weighted benefits
to limited partners must, of course, be borne by all persons covered
by the social security program. The advertising injures ihe social se-
curity program in the public view and causes resentment on the part of
the vast majority of workers whose employment is compulEorily cov-
ered under social security, as well as those people without work income
who would like to be able to become insured under the social security
program but cannot afford to invest in limited partnerships.
7. Sociq2 seourt?/ e9iloyer taae8 on tip8 when deemed a wages for

the Federal mzninvun wage
Under the Fair Labor Standards Act of 1938, an employer can pay

an employee less than the Federal minimum wage by an amount equal
to the tips received by the employee but not by more than 50 percent
of the minimum wage. Since employers are exempt from paying the
employers' share of social security taxes on tips received by their em-
ployees, employers do not pay this tax on the amounts of tips deemed
to be wages for purposes of the Federal minimum wage. Under the bill,
liability for the employers' share of social security taxes would be
extended to any tips deemed to be wages under the Fair Labor Stand-
ards Act. Your committee believes that these employers should not
receive an advantage over other employers whose employees do not
receive tips, and who must pay the employers' share of the social
security tax on the full amount of the minimum wage.
8. Clergymen

Under present law, the services which a clsrgyman (including a
Christian Science practitioner) or member of a religious order who has
not taken a vow of poverty[)J performs in the exercise of his ministry
are covered as self-employment for social security purposes beginning
with .1968 unless he obtains an exemption from social security taxes
(and coverage) by filing within a prescribed period (under section
1402(e') of the Internal Revenue Code of 1954) an application for
exemption, together with a statement that he is conscientiously opposed
to I he acceptance (with respect to his services as a clergyman) of any
public insurance such as social security. Any exemption received under
present law is irrevocable.
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Your committee's bill would permit a clergyman to revoke his ex-
emption if application for such revocation was filed before he became
entitled to social• security retirement or disabilty benefits and no later
than the due date of a Federal income tax return for his first taxable
year beginning after the date of enactment of this bill. However,
once revocation was made, he could not again file an application for ex-
emption. Social security coverage for a clergyman who revoked his
exemption would begin with his first taxable year ending on or after
enactment or beginning after enactment (whichever is specified in the
application) and would be effective for social security benefits payable
for months in or after the calendar year in which the application is
filed.

9. Other State and Zocal change8
a. Validation of co'verage for policenen and firemen in Zllinoi8

Under present law, social security coverage is available, in certain
jurisdictions specifically named in the law, to policemen and firemen
who are in positions covered under a State or local retirement system
on müh the same basis as to other State and local government em-
ployees who are covered under retirement systems.

In the States not named in the law, policemen in positions under a
retirement system cannot be covered. However, firemen in these States
who are under a retirement system can be covered if special conditions
in the Feder1 law are met. The Governor of the State must certify
that the overall benefit protection of the group of firemen would be
improved by extension of social security to the group; the coverage
án then be extended by means of a referendum in which only firemen
may vote.

Tilinois is not one of the States listed in the law in which social
security coverage may be extended to policemen and firemen who are
in positions under a retirement system, nor has it taken the required
action to cover firemen in such positions. However, for a number of
years, Illinois has been eorting as covered under social security the
earnings of some policemen and firemen who are covered under the
Illmois Municipal Retirement Fund (IMRF).,

Your committee's bill would deem services performed prior to De-
camber 31, 19'7, by policemen and firemen in Illinois covered under the
IMF to be covered under social security if social security contribu-
tions had been timely paid with respect to the services and either there
has been no refund of the contributions or such refund is repaid within
90 days of enactment. The erroneous coverage would not be validated
for the services of policemen and firemen employed by a political sub-
division which indicated that it did not wish such coverage to be
validated.

b. Coveraqe of poicemn and firernen in Mi8si88lppi
The bill would make applicable to the State of Mississippi the provi-

sion in the Social Security Act which makes social security coverage
available, in certain jurisdictions specifically named in the law, to
policemen and firemen who are in positions covered under a State Or
local retirement system, on much the same basis as to other persons
under retirement systems. Under present law, the provision applies to
21 States, Puerto ico, and to all interstate instrumentalities.
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in Mississippi, and in other States not named in the law, social
security coverage is not available to policemen wh(i are in positions
covered under a State or local retirement system. II is available for
firemen under a retirement system in these States, but only if special
conditions set forth in the Federal law are met. The Governor of the
State must certify that the overall benefit protection of the group of
firemen which would be brought under coverage wouhl be improved
by reason of the extension of coverage to the group, and coverage can
be extended only by means of a referendum in which only firemen may
vote. Your committee's bill would add Mississippi to the list of States
which may make social security coverage available to policemen and
firemen who are covered under a State or local retirement system.

c. Coveraqe of State and Loca Emploiees in New Jersey Under
the Divided Retirement System Procedure

The bill would make applicable to the State of New Jersey the pro-
vision in the Social Security Act which makes social security coverage
available, in certain jurisdictions specifically named in the law, under
the divided retirement system procedure. Under present law, social
sccunty coverage for employees of the States and their political sub-
divisions is available only through agreements between the Secretary
of Health, Education, and Welfare and the individual States. Each
State decides what groups of eligible employees will be covered, sub-
ject to provisions in the Federal law which assure retirement system
members a voice in any decision to cover them under social security.
Federal law provides two methods for covering members of State and
local government retirement systems. Under the first method, the refer-
endum procedure which is available to all States, coverage is extended
to all present and future employees who are in positions under a retire-
inent system if a majority of the eligible employees approve such cov-
erage in a referendum vote.

Under the other method, the "divided retirement system" procedure,
which is now applicable to 20 States specifically listed in the law and
all interstate instrumentalities, coverage may be extended to only those
present employees in positions under a retirement systrn who desire
it, with all emp'oyees who subsequently enter or reenter positions under
the retirement system being coverage automatically. Your committee's
bill wouM add New Jersey to the list of States which may use the
divided retirement system procedure.

Even though your committee is extending mandatory coverage to
State and local employees in the future, this provision has been in-
chided in the bill to make it possible for those employees in New Jersey
who wish to come in to the system to do so at an earlier time.

d. Coverage of employees under Wicon8in retirement systern
Social security coverage for employees of the States and their po-

litical subdivisions in positions not under a retirement system was
made available by 1.egis] ation enacted in 15O through agreements en-
tered into between the Secretary of Health, Edacation, and Welfare
iuicl the individual States. In 1953, the Social Security Act was
amended to provide that the agreement with the State of Wisconsin
could be modified to apply to service performed by all employees in
positions covered by the Wisconsin Retirement Fund.
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Subsequent amendments to the Social Security Ac1 enabled all
States to provide coverage for employees of a State or political sub-
division in positions under a retirement system, by either of two ineth-
ods. Under one method, applicable to all States, coverage is extended
to 'all present and future members of a retirement system if a majority
•of the eligible employees approve such coverage in referndum vote.
Under the other method, which is applicable to certain specified States,
including Wisconsin, coverage may be extended to only those current
members of a retirement system who desire it, with all future mem-
bers of the retirement system being covered compulsorily.

The State of Wisconsin, using the exception enacted in 1953, pro-
vided coverage for employees in all positions under the Wisconsin
Retirement Fund but utilized the special referendum procedure in pro-
viding coverage for the Milwaukee Teachers Retirement System and
the State Teachers Retirement System. The State now proposes to
merge the three retirement systems; the successor system would be
known as the Wisconsin Retirement System.

Your committee's bill would provide that the special provision of
the Social Security Act that pertains to the Wisconsin Retirement
Fund would apply to any successsor of that Fund. This change would
assure continued social security protection for members of the Wiscon-
sin Retirement System, that future members of the System would be
covered under social security, and that a referendum would not be
necessary each time a new group becomes a participant in the System.

D. EQUAL TREATMENT OY MEN AND WOMEN

1. EqzaZ rights
The social security law contains a number of relatively minor pro-

visions that are different for men and women. Your committee believes
that these provisions should be changed to eliminate the gender-based
distinctions and terminology and provide the same rights for men and
women. To accomplish this it has included in its 'bill the following pro-
visions, most of which have negligible costs. With the exceptions indi-
cated below, these provisions would be effective with respect to bene-
fits for months after December 1977.

a. Father's be'neflt8
Benefits are provided by th present statute for a woman who has in

her care a minor or disabled child (entitled to child's benefits) of her
retired, disabled, or deceased husband, or deceased former husband. By
virtue of a 1975 Supreme Court decision in Weinberger v. Wie2enfeld
benefits are also provided for a similarly situated widowed father.
(In Wiesenfeld, the Court ruled that 'benefits must be provided for a
widower with an entitled child- in his care on the same basis as they
are provided for a widow with an entitled child in her care.) Also
under the law, benefits are not provided for a father who has in his care
an entitled child of his retired or disabled wife or deceased former
wife.

Your committee's bill would provide benefits for men who were not
covered by the Supreme Court decision—young husbands of retired
or disabled workers, and surviving divorced husbands with an entitled
minor or disabled child of the retired, disabled, or deceased worker in
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their care. The bill would also change the statute to reflect the Su-
preme Court decision in Wei'nberger v. WieBenfeld.

It is estimated that 2,000 husbands or surviving divorced husbands
would become newly eligible for benefits or eligible for larger bene-
fits on the effective date. An estimated $2 million in additional bene-
fits would be paid in the first full year of operation.

b. Beneflt8 for divorced men
Present law provides benefits based on a former spouse's social secu-

rity earnings record for an aged divorced wife and an aged or disabled
surviving divorced wife but not for divorced men in like circum-
stances. The committee bill would provide such benefits for aged di-
vorced husbands and aged or disabled surviving divorced husbands.

It is estimated that 2,000 people would become newly eligible for
benefits or eligible for larger benefits on the effective date. An esti-
mated $3 million in additional benefits would be paid in the first full
year of operation.

c. Remarriage of widowers before age 60
Present law provides that an aged or disabled widow (Or surviving

divorced wife) may qualify for widow's benefits if she "is not married"
when she applies for benefits. For a widower (Or surviving divorced
husband), on the other hand, the requirement specifies that he may
qualify for widower's benefits if he "has not remarried." As a result of
this difference, a widower (Or surviving divorced husband) cannot
ever become entifled to widower's benefits based on his deceased wife's
(or deceased former wife's) earnings if he has remarried before age
60 even if he is not married at age 60.

Fhe committee bill would permit a widower (Or surviving divorced
husband) to obtain benefits based on his deceased wife's (or deceased
former wife's) socia' security if he is not married at the time he applies
for widower's benefits, as widows now can. This provision would be
effective after December 1977. However, this provision will be super-
ceded when another provision in your committee's bill to eliminate
marriage or remarn age as a factor in terminating or reducing benefits
becomes effective in 1979.

d. Tran8itio'nal irtued 8tatu8
A 1965 amendment to the social security law made certain people

who attained age 72 before 1969 eligible for benefits based on a shorter
time in covered employment than would otherwise be required. Bene-
fits were also provided for certain wives and widows who attained age
72 before 1969, but similar benefits were not provided for husbands or
widowers.

Your committee's bill would provide such benefits for husbands and
widowers under the same conditions as for wives and widows.

e. Benefits at age 7!J for certain vnin8ured individual8
An amendment to the social security law enacted in 1966 made it

possible for certain people who reach age 72 before 1968 to get special
monthly cash payments (financed fron general revenues) even though
they have not worked in jobs covered by social security. The special
payments can also be made to peop'e who reach age 72 after 1967 and
bf ore 1972 if they have a specified amount of work under social secu-
rnty but not enough to qualify for regullar retirement benefits.
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When both members of a couple are receiving such payments, the
husband receives a full benefit (now $78.50) and the wife gets a benefit
equal to one-half the husband's benefit (now $39.30).

The committe bill would provide that when both members of a
couple are receiving special age-72 payments, the total amount of the
payments ($117.80) to the couple would be divided equally between
tile two.

f. Benefits of spouses of childhood disability or disabled worker
beneficiaries

When a childhood disability beneficiary (a retired, disabled, or
deceased worker's child who has been disabled since before age 22)
marries another person getting dependent's or survivor's benefits, and
when a disabled worker marries a childhood disability beneficiary or
a mother, surviving divorced mother, or father, neither's benefits are
terminated by reason of the marriage. Subsequent treatment of the
spouse's benefits if the childhood disability beneficiary or disabled
worker beneficiary has medically recovered or engages in substantial
work and has his or her disability benefits terminated varies depending
on the sex of the disability beneficiary. If the disability beneficiary is
a male, the benefits of his spouse end when his benefits end. If, on the
other hand, the disability beneficiary is a female, the benefits of her
spouse do not end when her benefits end.

Your committee has approved a change in the law under which this
disparity in the rights of men and women would be removed. Specifi-
cally, the committee-approved bill provides that the benefits of the
spouse of a female disability beneficiary would be terminated if she
ceases to be disabled, as is now the case if the disability beneficiary is
a male. The termination of benefits of the spouse of the disability
beneficiary would be consistent with the treatment under present law
accorded other dependent and survivor beneficiaries who remarry.
However, under the provisions of the committee bifl to eliminate mar-
riage or remarriage as a factor in terminating or reducing benefits,
which will take effect later than the eqiia rights provisions of the
bill, spouses of disability beneficiaries whose benefits are terminated
under this equal rights provision of the bill will be able to become
reentitled to benefits.

g. Benefit rights of illegitimate children
Present law provides that a man's illegitimate child who cannot

inherit from him under applicable State law relative to devolution
of intestate personal property may nevertheless be deemed to be his
child for purposes of receiving social security benefits under certain
conditions. Certain of these provisions may also apply with respect
to such a child of a woman, but certain others do not.

Since the child may become entitled to benefits on his mother's so-
cial securiy record under other provisions of the law, the lack of
exactly the same provisions in the case of mothers has not resulted in
a denial of benefits for the child.

Nevertheless, your committee believes that the law should be changed
to avoid such a gender-based distinction. Accordingly, the committee
bill would provide that an illegitimate child's status for purposes of
entitlement to child's insurance benefits will be determined with re-
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spect to the child's mother in the same way as it is now determined
with respect to the child's father.

In addition, the committee bill would change the social security
statute with respect to children of disabled workers to conform to a
1974 Supreme Court decision in Jirmene v. Weinberger. That decision
provided that certain illegitimate children could get benefits based on
a worker's earnings if the relationship and/or living with or support
requirements in the law are met at the time the child applies for bene-
fits instead of before the worker becomes disabled, as the statute pro-
vides. The committee bill makes a similar change with respect to
children of retired workers.

h. Waiver of civil eriwe 8urVivOr8 anmuitze8
Generally, present law provides that if a civil service annuity based

in part of military service performed bcfore 1957 is payable to an
individual, such service may not be used in determining eligibility for
or the amount of such individual's social security benefit. An exception
applies to a widow (or child), but not a widower, entitled to a civil
service survivor's annuity based in whole or in part on pre-1957 mili-
tary service. The widow (or child), but not a widower, may waive the
right to the civil service survivor's annuity and receive credit for pre-
1957 military service for purposes of determining eligibility for or
the amount of social security survivor's benefits.

The committee believes that a widower, as well as a widow, should
be permitted to waive payment of a civil service annuity attributable
to credit for military service performed before 1957 in order to have
the military service credited toward eligibility for or the amount of a
social security benefit, and has made provision for such in the bill.

i. Crediting of 8elf-en2ployment income in convm,unity property
State8

Present law provides that all income from self-employment in a
trade or business owned or operated by a married couple in a State in
which community property statutes are in effect be deemed to be the
husband's for social security purposes unless the wife exercises sub-
stantially all the management and control of the business, in which
case all the self-employment income is treated as the wife's. In non-
community property States, self-employment income of married cou-
ples is credited to the spouse who owns or is predominantly active in
the business.

The committee bill would permit self-employment income of a mar-
ried couple in a community property State to be credited for social
security purposes to the spouse who exercises more management and
control over the trade or business, with respect to taxable years after
1977. Where the husband and wife exercised the same amount of man-
agement and control the self-employment income would be divided
equally between both the husband and wife.. Elimination of marriage or remarriage as a factor terminating or

reducing benefit8 of certain beneficiarie8
Present law provides, in general, that the marriage (or remarriage)

of a worker's divorced or surviving spouse, parent, or child jjrevents
or terminates entitlement to benefits based on the worker's social secu-
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rity earnin record. For example, a widow who remarries before age
60 cannot get benefits based on her first husband's earnings as long as
she is married. If she remarries after age 60, the benefits based on the
first husband's social security are reduced or terminated; the widow
gets either a wife's benefit based on her first husband's earnings (which
is less than the widow's benefit she was getting) or a wife's benefit
based on her current husband's earnings (if he is a beneficiary), which-
ever is higher. Benefits are not payable to divorced spouses and young
surviving spouses who are remarried.

Your committee is especially concerned about the effect of these
provisions on older surviving spouses (and divorced spouses). Accord-
ingly, your committee has recommended changes in the law which
would eliminate marriage or remarriage as a factor affecting entitle-
ment to benefits or benefit amounts. Specifically, under.your commit-
tee's bill, marriage or remarriage would not bar or terminate entitle-
ment to benefits as a divorced spouse, surviving spouse (including
those with an entitled child in their care), parent, or child, and remar-
riage would fiot cause any reduction in aged widow's or widower's
insurance benefits. Also, the dependent's benefits of a person married
to a disabled worker or an adult disabled since childhood wou'd no
sions of present law. An estimated $1.4 billion in additional benefits
would be paid ii the first full calendar year 1980.

The amendments made by your committee would apply with respect
to benefits for months after December 1978. People whose dependents'
benefits: were terminated because of marriage or remarriage (or be-
cause of the recovery of a previously disabled spouse) prior to Janu-
ary. 1979 may again become entitled to such benefits thereafter upon
application for reentitlement.

• In the first full year of operation an estimated 670,000 people would
be eligible for benefits that they would not get because of the provi-
siOns of present law. An estimated $1.3 billion in additional benefits
would be .paid in the first full year.
8. Duration-of -marriage requirement for divorced women (and mdn)

In 1965, the Congress provided benefits for aged. divorced wives and
aged surviving divorced wives of retired, disabled, or deceased insured
workers, subject to a 20-year duration-of-marriage requirement. In
providing these benefits, your committèé stated that the purpose of
doing so was to:

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 through divorce.

Generally speaking, with a period of marriage considerably shorter
than 20 years there is a greater likelihood that a divorced person will
either qualify for benefits as a spouse in a second marriage or have
earnings and qualify for benefits as a worker under social security.
Your committee is concerned, hoWeverq that o1.dx' divorced people
married less than 20 years may nevertheless reach old age without
any social security protection. Accordingly, iyour committee's bill
would reduce from 20 years to 5 years the length of time a person must
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have been married to a worker in order for benefits to be payable to
an aged divorced spouse or surviving divorced spouse.

The, amendment would be effective with respect to benefits for
months after December 1978.

It is estimated that 70,000 people would become newly eligible for
benefits or eligible for larger benefits on the effective date. An esti-
mated $160 million in additional benefits would be paid in the first
full calendar year, 1980.
4. Study of pro po8aZ8 to eZiiminate dependency and sex di8ôiVvination

As discussed previously, your committee's bill contains amendments
which would make a number of relatively minor social security pro-
visions the same for men and women. However, there are a number of
more broad-scale proposals for changing the social security program
to take into account the changing role of women in society. Your
committee is concerned that the social security program provide ade-
quate protection in terms of the needs of today's society and that
women, as well as men, be treated equitably under the program.

Therefore, your committee has directed the Secretary of Health,
Education, and Welfare, in consultation with the Task Force on Sex
Discrimination in the Department of Justice, to carry out a detailed
study of proposals: (1) to eliminate dependency as a requirement for
entitlement to social security spouse's benefits, and (2) to bring about
the equal treatment of men and women in any and all respects. In
conducting this study the Secretary shall take into account the effects
of the changing role of women in today's society including such things
as: (1) changes in the nature and extent of women's participation in
the labor force, (2) the increasing divorce rate, and (3) the economic
value of women's work in the.home. The study shall include appro-
priate cost analyses. A full and complete report shall be submitted
by the Secretary to the Congress within 6 months after enactment of
the bill.

E. IMPROVEMENTS OF THE EARNINGS TEST

The earnings limitation or retirement test for social security benefici-
aries continues to bother many Americans who believe that retirees
should be encouraged to work rather than discouraged from working.
Your committee has provided what it believes is the most liberal
amendment possible, consistent with the fiscal condition of the old-age
and survivors insurance system.

1. AnnuaZ exempt amount.—Under present law, if a beneficiary
under age 72 earns more than the annual exempt amount ($3,000 in
1977; more in subsequent years). in a year, $1 less in benefits is paid for
each $2 of earrnngs in excess of the $3,000. However, full benefits are
paid, regardless of the amount of annual earnings, for any month in
which the beneficiary neither works for wages in excess of the monthly
measure ($250 in 1977; more in later years) nor renders substantial
services jn self -employment. Under the. bill, beginning in 1978, the an-
nual exempt amount would be increased so that a beneficiary age 65 or
over (but under age 72) would receive the full amount of his benefits
each month if his annual earnings did not exceed $4,000, and begin-
ning in 1979, such a beneficiary would receive the full amount of his
benefits each month if his annual earnings did not exceed $4,500. Bene-
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ficiaries under age 65 Would continue to be subject to the annual ex-
empt amount provided under present law. The provisions for the auto-
matic adjustment of the annual exempt amount under present law
would ot be effective for beneficiaries age 65 or over (but under 72)
for either 1978 or1979.

2. Monthly earnings te8t.—The bill would change the retirement test
so as to eliminate, for years after the initial year of retirement, the
provision under present law that allows a beneficiary to receive full
benefits for any month in which the, beneficiary neither works for
wages of more than the monthly measure nOr renaers substantial serv-
ices in self-employment.

The present test, with a combined annual-month]y measure of earn-
ings, creates an anomaly by permitting the payment of benefits in some
situations where payment is difficult to justif)t. For example, a benefi-
ciary who earns, say, $20,000 a year and who works regularly through-
out the year has all benefits withheld. A beneficiary who earns the same
amount, but works only part of the year, say 8 months, can receive
benefits for the remaining 4 months. Also, people who customarily
work less than a full 12 months each year (for example, in seasonai
employment) can, upon reaching the age of eligibility for benefits, re-
ceive some social security benefits during the year even though their
work patterns have not changed and their annual Barnings are
substantial.

Your committee's bill would provide that the monthly measure
would apply only in the initial year of retirement. This provision
would assure that a beneficiary who retires after earning a substan-
tial amount in the year of retirement would get benefits for the months
in that year in which the beneficiary actually was retired.

3. Foreign work test. —The regular earnings-related retirement test
is not a practical test for beneficiaries who work outside the United
States in employment that is not covered by social security, primarily
because of the wide variations in earnings levels in the many countries
m which U.S. social security benefits are payable, the changing values
of foreign currencies, and the administrative difficulties that a monthly
earnings test would present in dealing with beneficiaries living abroad.
For these beneficiaries, benefits are payable in full for any month in
which a beneficiary works 6 or fewer calendar days, regardless of how
many hours he works in these days and regardless of how much money
he earns; he receives no benefits for any month in which he works in 7
or more calendar days.

Unless your committee's bill, benefits would not be payable for any
month in which a beneficiary worked in 9 or more calendar days in
1978 and in 12 or more calendar days in 1979. Liberalization of the
foreign work test is meant to allow beneficiaries who work outside the
United States an increase in their earnings without losing benefits,
just as the increased amount of the annual exempt amount for the
regular retirement test allows beneficiaries in the United States to earn
more without suffering deductions from their benefits.

F. ANNUAL WAG! UEPORTINO

Public Law 94—202, enacted January 2, 176, made changes in the
law to institute a single annual wage reporting system under which
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forms W—2 will be used as the annual reports of wages for both social
security and income tax purposes effective with reports of wages paid
in 1978. Annual reporting will eliminate the quarterly reporting of a
detailed listing of wages paid to each employee covered under social
security. Employers will still have to file with the Internal Revenue
Service quarterly reports which contain summary wage and tax liabil-
ity information. State and local employment is excluded from the
change to annual reporting.

The annual reporting provisions of Public Law 94—202 made no
changes in the provisions of the Social Security Act which deal wit.h
the crediting of covered work on a quarterly basis. As a result, em-
ployers will have to include on forms W—2 data on waps paid the
worker in each quarter so that the Social Secunty Administration can
determine whether a worker has enough quarters of coverage to be
eligible for benefits. Thus, the annual reporting provisions of present
law do not provide the optimum advantages for employers or for the
Government that annual reporting was intended to achieve becaL
quarterly wage data will still need to be reported by employers
and the data will have to be processed by the Social Security
Administration.

Your committee's bill would change the provisions of the sociftl Secu-
rity law which refer to, or are based on, the use of quarterly wage data,
so that only annual data would be reported on the forms W—2. tYnder
the bill, annual wage data would be substituted for quarterly wage data
for automatically adjusting the contribution and benefit base and. the
retirement test exempt amount, as well as in computing the benefit
reduction when a worker is entitled to workmen's compensation, in
applying coverage tests to certain jobs, and in granting military serv-
ice noncontributory wage credits.

The most significant program change would be a provision setting,
out how annual wages would be credited in terms of quarters of cov-
erage. tinder present law, a worker generally receives credit for a
quarter of coverage for a calendar quarter in which he received at least
50 in wages. tinder the bill, a worker would receive one quarter of
coverage (up to a total of four) for each $250 of earnings in a quarter,
and the $250 measure would be increased automatically every year to
take account of increases in average wages.

Your committee believes that because wage levels have advanced so
tremendously since the $50 measure was established in 1939, raising
the measure to $250 in this context would not make it more difficult for
workers in general to secure social security credits. While there would
be relatively few workers who would lose some quarters of coverage,
over a working lifetime most would become insured anyway. On the
other hand, some workers would get some additional quarters of cov-
erage, but again most would have become insured anyway. The quarter-
of-coverage measure was set at $250, with annual automatic adjust-
ments, in order to avoid significant increases in program costs.

0. OTHER PROVISIONS

.1. Limit cost of living irlerea8e8 for early retirees
Your committee's bill would change the method of increasing re-

duced benefits after the initial month of entitlement. If an individual
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elects to receive social security benefits before reaching age 65,
the benefits are reduced to take into account, in general, the longer
period for which benefits are to be received. Currently, benefits are re-
duced for the number of months from first entitlement to age 65. How-
ever, if benefits are subsequently increased, the increase is reduced for
the number of months from the month of increase to age 65.

After age 65 there is no reduction in the increase. Thus, a person
who started gettting retirement benefits at age 62 (with a 20 percent
actuarial reduction) gets benefit increases without reduction after
age 65. In such cases, the cost-of-living increase in the individual's
benefits will exceed the percentage increase necessary to maintain the
purchasing power of his original reduced benefit amount.

Under your committee's bill subsequent benefit increases would be
subject to the same reduction factor as that which was initially ap
plied—from the month of initial entitlement to retirement age. As
under current law, the reduction factor would be adjusted at age 65
(and also at age 62 for widows and widowers) to take account of prior
months for which benefits were not payable. (Your committee's bill
also contains a provision to prevent deliberalization of benefits of
individuals already receiving social security benefits.) Enactment of
this legislation would reduce outlays by $90 million in calendar year
1978 and $280 million in calendar year 1979.. Limitation of retroactive benefits

Under present law, social security retirement benefits are payable to
workers and their spouses a early as age 62, with the benefits paid
before age 65 actuarially and permanently reduced so that, on the
average, the beneficiaries will get the same amount of lifetime benefits
that they wou1li receive if their benefits began at age 65. Benefits pay-
able as early as age 60 to widows and widowers are also actuarially and
permanently reduced when benefits are received for months prior to
age 65.

Under present law, a person who files an application after he is first
eligible for benefits may bepaid benefits, including actuarially reduced
benefits, for a retroactive period of up to 12 months before the month
in which the application is filed, if all conditions of eligibility are met
for those months.

Under the bill, except in those cases where the benefits were disabil-
ity-related or where unreduced dependents benefits were involved,
monthly benefits would not be paid retroactively for months before
the month in which the application was filed Where such retroactivity
would result in permanently reduced benefits.

Under present law, the app1ic.nt-beneflciary wht is eligible for re-
duced benefits may be faced with options that are unclear and mislead-
ing to him, and which could make it difficult for him to decide whether
or not to elect reduced benefits. For example, if a worker's monthly
benefit amount were $160 as of the month he attained age 65 and filed
an application, his monthly benefit would be reduced to $149.40—a
permanent reduction of $10.60 a month—if he chooses to take benefits
for 12 months prior to the month he filed his application in order to
get the one-time payment of $1,792.80.

Your committee has been concerned about th high proportion of
applicants in such situations who choose to receive a relátivély high
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one-time retroactive benefit payment, even though it means a perma-
nent reduction in the monthly benefits they would get in the future.
The retroactive payment is likely to be quickly used up, and, while
some beneficiaries make up for the reduction in monthly 'benefits with
supplemental security income (SSI) payments, many cannot qualify
for these payments and their continuing income, on which they have to
rely for the remainder of their lives, may be too small to provide for
current needs. Under the change, this difficult choice would be removed
and many older beneficiaries would have higher continuing incomes
to meet their ongoing needs.
3. Early payment of 8001(12 security and SSI benefit checka in certain

sit uat io'iw
Under present law, social security benefit payments for a particular

month are payable after the end of that month, and payment is nor-
mally made on the third day of the month; SSI benefit checks for a
particular month are delivered on the first day of that month.

The bill would require that, when the delivery date for either pay-
ment falls on a Saturday, Sunday, or legal public holiday, the cheeks
would be delivered on an earlier date.

The committee has been concerned that social security and SSI bene-
ficiaries have to wait several days bf ore they could get their benefit
checks cashed in those instances where the delivery date fell on a Sat-
urday, Sunday, or legal public holiday. Under the committee's bill,
this situation would be alleviated.

Under the bill, if the usual delivery date for ai SSI payment, for
example, were September 1, and that date fell on a Monday that was a
legal public holiday, the check would be paid on August 29. If the
beneficiary were to die on, say, August 31, he would not be entitled to
benefits for that month, and the check paid on August 29 would be
erroneous. Your committee believes that any such erroneous payments
that occur a a direct result of this provision should not be recovered,
Therefore, the bill would provide that where an erroneous payment oc-
curred under this provision, the erroneous payment would not be an
overpayment, and therefore would not be recovered, if the event that
caused the payment to be. erroneous occurred aftsr the check was
de1ivered
4. Relatiiuhip of the taxable earnings ba8e v,nder the railroad retire-

met program (Tier II) and the Pen8ion Ben4t Guaranty Cor-
poration (PBGC).

The Railroad Retirement Act of 1974 retruetured the railroad re-
tirernent program so that the benefits paid were divided into two
parts—tier .1 and tier-Il. The tierI benefit is essentially a social secu-
rty benefit based on both rai1roc1 employment and non-railroad em-
poymcnt covered by social Eecurity. ThB benefit is financed out of a
tax on employers and employees equal to the tax that would be paid
under social security. Moreover, each time the social security tax base
and tax rates are increased, an identical increase occurs in the railroad
tier-I tax. Each year the tier-I taxes collected under the railroad pro-
gram are transferred to the social security trust fuudii and the social
security trust funds transfer to the railroad program the amount of
social security benefits that would have been paid had railroad em-
ployment been covered under the social security program.



The tier-Il benefit is an industry annuity program which is financed
from a 9.5 percent tax on wages paid by employers without any con-
tribution from employees. Both the amount of earnings taxed and the
benefit paid are limited by the amount of earnings taxed under the
social security program and rise as the social security tax base rises.

Although the tier II program is authorized by Federal law, financed
by Federal taxes and administered by a Federal agency, the present
program is the result of industry-wide negotiations between railway
management and railway labor organizations. Your committee has
beefl informed that railway labor and management are now engaged
in industry-wide negotiations regarding wages, conditions of work
and fringe benefits (including railroad retirement benefits), and that
these negotiations could be prejudiced if the increases in the social
security tax base included in the amendments reported by your com-
mittee were also to go into effect for purposes of tier-Il of the Railroad
Retirement Act. Your committee has no intention of affecting in any
way these negotiations and the bill provides that the tier-Il tax base
and benefit computation base will be at the same levels they would
have been under the automatic increase provision of the Social Secu-
tiity Act had your committee's bill not been enacted.

A somewhat similar situation exists with respect to the Pension
Benefit Guaranty Corporation (PBGC) under the Employee Retire-
ment Income Security Act of 1974 which provides for the insurance
of pensions up to a certain maximum morthly amount. Initially, this
was $750. Th intent was that this amount should be automatically
adjusted annually to reflect increases in the general level of wages.
The mechanism was to increase the amount according to the increases
in the Social Security maximum taxable earnings base, which under
present law rises in accordance with increases in the general level of
earnings. However, the ad hoc increases in the earnings base in the
bill would have the unintended ffect of increasing the maximum
amount of Pension insured under ERISA more than was the intenti'n
of the initial legislation. Accordingly, your committee's bill would
rectify this situa,tion by a technical change, so as to maintn.jn the
orina1 intent. This would be clone by tying the indexing of the in-
surecl pension amount. urncler ERISA to the current Social Security
earnings base as it would increase under current law had your commit-
tee's bill not been enacted.

IV. ACTUARIAL COST ESTTMATES UNDER THE BILr

A. ACTUARIAL SOUNDNESS OF THE OASDHI SYSTEM

In order to determine the financial soundness of the OASDIII sys-
tem over a long-range period, the concept of long-range actuarial bal-
ance has normally been used. The long-range actuarial balance for
OASDI is the difference between the 75-year average OASDI tax rate
and the 75-year average expenditures expressed as a percentage of tax-
able payroll, The long-range actuarial balance. for HI is calculated in
a similar fashion, but over a 25-year period. If the difference is positive
(that is, if the average tax rate exceeds the average expenditures),
the system .is said to have an actuarial surplus; if it is negative, the
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system is said to have an actuarial deficit. In addition, if that differ-
ence is less than 5 percent of the average expenditures, the system is
said to be in close actuarial balance. In the past when there has been
an actuarial imbalance (i.e., an actuarial decit or actuarial surplus),
the Congress has traditionally acted to revise either taxes or bcinefits,
or both, so as to bring the program into close actuarial balance.

The provisions of the committee bill are summarized in the follow-
ing section. The long-range cost of the OASDI system under the com-
mittee bill is estimated to be 13.42 percent of taxable payroll and the
average OASDI tax rate isU.73 percent which results in an "actuarial
deficit" of 1.69 percent of taxable payroll. This is significantly lower
than the deficit under present law of 8.20 percent of taxable payroll,
but still outside the 5 percent limit of variation which is 0.67 percent
of taxable payroll based on the estimated cost of 13.42 percent of tax-
able payrol1.

The long-range cost of the HI system under the committee bill is
estimated to be 3.53 percent of taxable payroll and the average [II
tax rate is 2.69 percent. This results in a substantial "actuarial deficit"
of 0.84 percent of taxable payroll, which is lower than the deficit under
present law of 1.16 percent of taxable payroll, but still outside the 5
percent limit of variation for close actuarial balance, which is 0.18
percent of taxable payroll based on the estimated cost of 3.53 percent
of taxable payroll.

B. ACTUARIAL COST ESTiMATES FOR THE OASDI SYSTEM

1. Effect of the bill on the actuarial balance of the OASDI 8y8t0Th
From an actuarial cost standpoint, the major features of the bill are

as follows:
a. Decoupling

Benefits are decoupled using a wage indexing procedure for those at-
taining age 62, dying or becoming disabled after 1978. For retirement
cases, there woul1 be a 10-year guarantee of the benefits that would re-
sult from the computation procedures in present ]aw base1 on the bene-
fit table in effect at the end of 1978.

b. Benefit level
The decoupling benefit fQrmula would be designed to produce re-

placement rates that, on the average, are 5 percent lower than those
projected under present law for the beginning of 1979.

c. Free2ing the miilmum benefit
The minimum PTA in the decoupling procedure would be frozen

or all future years at the level shown in the benefit table in effect at
the end of 1978.

d. Delayed retirement increment
Retirement benefits would be increased by 3 percent (instead of the

1 percent in present law) for every year that the beneficiary fails to
receive benefits between ages 65 and 72.

e. Increa8e in retirement te8t
Por beneficiaries agsd 65 and over, the exempt amount in the earn-

ings test would be increased to $4,000 in 1978, to $4,500 in 1979, and
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(as in present law) would automatically increase thereafter. For bene-
ficiaries under age 65, the exempt amount would remain as in present
law. The monthly measure would be eliminated except in the year of
retirement.

f. Elirminatioi. of remarriage terimination
Remarriage would not be a cause for precluding or terminating en-

titlement to benefits.
g. Elimination of wi'ndfall for early retirees

Future percent increases in benefits would be applied to the amounts
being paid, rather than to PTA's.

h. Universal coverage
Effective in 1982, coverage would be extended on a compulsory basis

to all Federal, State and local government employees and employees
of nonprofit organizations.

i. Increase in the tamable wage base
The taxable wage base for employers, employees, and self-employed

persons would be increased to $19,900 in 1978; $22,900 in 1979; $25,900
in 1980; $27,900 in 1981; and as in present law would automatically
increase thereafter.

j. Increase in self-employed tax rate
Effective in 1981 the OASDT tax rate for self-employed persons

would be equal to 11/2 times the rate for employees.
A,. Tax rate increases

The tax rates would be increased as shown in tables 1 and 2.

TABLE 1.—CONTRIBUTION RATES FOR OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE UNDER PRESENT LAW

AND UNDER THE COMMITTEE BILL

tin percenti

Employer and emp'oyee
rate, each Self-employed rate

Calendar years
Committee

Present law bill Present law
Committee

bill

1977
1978—80

4.95 4.95
495 5.05

7
7

70O
7.10

1981—84 4.95 5.15 7 7.70
1985—89 4.95 5.45 7 8.20
1990—2010 4.95 6.00 7 9.00
2011 and later 5.95 6.00 7 9.00

'Approximately 1 times the employee rate beginning n 1981.

TABLE 2.—CONTRIBUTION RATES FOR OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE UNDER THE BILL.
SUBDIVIDED BY TRUST FUND

(In percenti

Calendar years

Employer and employee rate, each Self-employed rate

OASI DI Total OASI Dl Total

1977
1978
1979—80
1981—84
1985—89
1990 and later

4.375
4.275
4.309.
4.350
4.550
4.900

0. 575
.775
. 750
.800
.900

1. 100

4.95
5.05
5.05
5.15
5.45
6.00

6. 185
6.010
6.045
6.500
6.850
7.350

0.815
1.090
1.055
1.200
1.350
1.650

7.00
7.10
7. 10
7.70
8.20
9.00
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The changes in the medium-range and long-range actuarial balances
of the system from the levels under present law to those under the bill
are shown in tables 3 and 4.

TABLE 3.—CHANGES IN ACTUARIAL BALANCE OF THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM

OVER THE MEDIUM-RANGE PERIOD (1977—2001) EXPRESSED AS PERCENT OF TAXABLE PAYROLL BY TYPE OF

CHANGE, PRESENT LAW AND THE BILL
lIn percentj

Item OASI Dl Total

Medium-range actuarial balance under presentlaw

Wage-indexing decoupling
Benefitlevel
Freezing the minimum benefit'
Delayed retirement increment
Retirement test
Elimination of remarriage terminations
Elimination of windfall for early retirees
Universal coverage
Miscellaneous provisions2
Increase in the taxable wage base
Increase in self-employed tax rates
Tax rate increases

Total effect of changes in bill

Medium-range actuarial balance under bill

—1.45 —0.89 —2.34

.35

.26

.03
—.04
—.05
—.10

.

.49
0

.41

.08

.75

.19

.98

.01

0
0
0
.01

0
.08
.01
.56

.54

.33

.04
—.04
—.05
—.10

.13

.56
0
.48
.09

1.31

2.29 1.00 3.29

.84 .10 .95

'Includes updating the special minimum and increasing it automatically after 1979.
2 Includes equal treatment by sex (without the effect of any dependency test or pension offset provisions), employer

liability for taxes on minimum wage for employees receiving tips, correction of the flaw in present law regarding limited
partnerships elimination of retroactive payments of actuarially !educed benefits, reducing marriage requirements from
20 yr to 5 yr for certain divorced beneficiaries, and annual reporting of earnings.

NOTES

Expenditures and taxable payroll are calculated under the Intermediate set of assumptions (alternative II) which are
described in the 1977 Report of the Board of Trustees of the Federal old-age and survivors insurance and disability in-
surance trust funds. These assumptions incorporate ultimate annual increases of 51% percent in average wages in covered
employment and 4 percent in Consumer Price Index, an ultimate unemployment rate of 5 percent, and an ultimate total
fertility rate of 2.1 children per woman. Taxable payroll is adjusted to take into accqunt the lower contribution rates on
self-employment income, on tips, and on multipleemployer "excess wages" as compared with the combined employer-
employee rate.

Figures may not add Øue to rounding.

TABLE 4.—CHANGES IN ACTUARIAL BALANCE OF THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYS-

TEM OVER THE LONG-RANGE PERIOD (1977—2051) EXPRESSED AS PERCENT OF TAXABLE PAYROLL, BY TYPE

OF CHANGE, PRESENT LAW AND THE BILL
fin percentj

Item OASI Dl Total

Long•range actuarial balance under present law

Wage-indexing decoupling
Benefit level
Freezing the minimum benefit'
Delayed retirement increment
Retirement test
Elimination of remarriage terminatipns
Elimination of windfall for early retirees
Universal coverage
Miscellaneous provisions'
Increase in the taxable wage base
Increase in self-employed tax rates
Tax rate increases

Total effect of changes in bill

Long-range actuarial balance under bill

—6.06 —2.14 —8.20

3.19
.53
.07

—.09
—;07
—.08

.24

.29
0

.36

.09
. 19

.95

.12

.02
0
0

0
0
.05

0
- .07

.02

. 56

4.14
.66
.09

—.09
—.07
—.08

.24
.34

0
.43
.11
.75

4.73 1.78 6.51

—1.33 —.36 —1.69

'Includes updating the special minimum and Increasing It automatically after 1979.
2 includes equal treatment by sex (without the effect of any dependency test or pension offset provisions), employer

liability for taxes on minimum wage for employees receiving tips, correction of the flaw in present law regardinglimited
partnerships, elimination of retroactive payments of actuarially reduced benefits, reducing marriage requirements from

vi yr to 5 yr for certain divorced beneficiaries, and annual reporting of earnings.
NOTES

Expenditures and taxable payroll are calculated under the intermediate set of assumptions (alternative II) whLck sra
described in the 1977 Report of the Board of Trustees of the Federal old-age and survivors Insurance and disability In-
surance trust funds. These assumptions incorporate ultimate annual increases of 53-i percent in average wages in coveted

employment and 4 percent in Consumer Price Index, an ultimate unemployment rate of 5 percent, and an uitimatG total
fertility rate of 2.1 children per woman. Taxable payroll is adlusted to take into account the lower contribution rates oa
self•employment income, on tips, and on-multiple-employer excess wages" as compared with the combined employer
cmloyee rate.

Figures may not add due to rounding.
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These medium-range and long-range estimates are based on the as-
sumption that average earnings will increase after 1982 at an annual
rate of 5% percent, and that the CPI will increase at 4 percent per
year. Somewhat higher increases were assumed in the early years.
2. Income and outgo in near future for the OASDI systen

Tables 5 through 7 show the progress of the OASI, DI, and the com-
bined OASDI trust funds under present law in the past and under the
bill in the future.

TABLE 5.—OPERATIONS OF THE OLD.AGE AND SURVIVORS INSURANCE TRUST FUND, CALENDAR YEARS 1972—87

lAmounts in billionsi

Fund at
beginning

ofyearasa
percenthge of

disburse.

Fund at end
ofyearasa

percentage of
disburse-

Calendar year Income

.

Disburse-
ments

Net increase
in fund

Funds at end
of year

ments during
year

ments during
year

1972
1973

$40.1
48.3

$38.5
47.2

$1.5
1.2

$35.3
36.5

88%
75

92%
77

1974 54.7 53.4 1.3 37.8 68 71
1975 59.6 60.4 —.8 37.0 63 61
1976 66.3 67.9 —1.6 35.4 54 52

Estimated future experi-
ence:

1977 72. 5 75.6 —3. 1 32. 3 47 43
1978 80.6 83.6 —3.1 29.3 39 35
1919 90.8 92.7 —1.9 27.4 32 30
1980 100.8 101.3 —.4 26.9 27 27
1981 110.7 109.9 .8 27.8 25 25
1982 129.4 118.5 10.9 38.7 23 33
1983 140.5 127.5 12.9 51.6 30 40
1984 150.7 137. 5 13.3 64.9 38 47
1985 168.2 148.3 19.9 84.8 44 57
1986 181.3 159.7 21.6 106.4 53 67
1987 194.4 171.9 22.5 128.8 62 75

TABLE 6.—OPERATIONS OF THE DSABILITY INSURANCE TRUST FUND, CALENDAR YEARS 1972—87

lAmounts in billionsi

Fund at
beginning Fund at end

ofyearasa
percentage of

disburse-

ofyearasa
percenthge of

disburse-

Calendar year Income
Disburse.

ments
Net increase

in fund
Fund at end

of year
ments during

year
ments during

year

1972
1973

$5.6
6.4

$4.8
6.0

$0.8
.5

$7.5
7.9

140%
125

157%
133

1974 7.4 7.2 .2 8.1 110 113
1975 8.0 8.8 —.8 7. 4 92 84
1976 8.8 10.4 —1.6 5.7 71 55

Estimated future
experience:

1977
1978
1979

9.6
14.2
15.9

12.0
13.7
15.3

—2.4
.5
.6

3.3
3.8
4.4

48
24
25

27
28
29

1980 17.6 17.1 .5 4.9 26 28
1981 20.3 19.0 1.4 6.2 26 33
1982 24.0 20.9 3.1 9.3 30 45
1983 26.1 23.0 3.1 12.4 40 54
1984 28.0 25.3 2.6 15.0 49 59
1985 33.3 27.9 5.4 20.4 54 73
1986
1987

36.2
38.8

30.7
33.7

5.5
5.2

25.9
31.0

66
77

84
92
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TABLE 7.—OPERATIONS OF THE OLO.AGE ANO SURVIVORS INSURANCE ANO THE OISABILITY INSURANCE

TRUST FUNOS, COMBINEO, CALENOAR YEARS 1972—87

(Amounts in billionsj

Funds at .

beginning
ofyearasa

percentage of
disburse•

Funds at end
ofyearasa

percentage of
disburse-

Calendar year Income
Oisburse-

ments
Net increase

in funds
Funds at end

of year
ments during

year
ments during

year

1972
1973
1974

$45.6
54.8
62.1

$43.3
53.1
60.6

$2.3
1.6
1.5

$42.8
44.4
45:9

93%
80
73

99%
g4
76

1975 67.6 69.2 —1.5 44.3 66 64

1976 75.0 78.2 —3.2 41.1 57 53

Estimated future exper-
ience:

1977 82.1 87.6 —5.5 35.6 47 41

1978
1979
1980

94.7
106.7
118.5

97.3
108.0
118.4

—2.5
—1.3

.1

33.1
31.7
31.8

37
31
27

34

27
1981 131.0 128.9 2.2 34.0 25 25
1982
1983

153.4
166.5

139.4
150.5

14.0
16.0

48.0
64.0

24
32

34
42

1984
1985
1986
1987

178.7
201.5
217.4
233.2

162.8
176.2
190.4
205.6

15.9
25.3
27.1
27.6

79.8
105.1
132.2
159.8

39
45
55
64

49
60
69
78

3. Increasee in OASDI benefit disbureements and contribution income
in 1978—87

The increases in the total benefit disbursements and contributions
income of the old-age, survivors, and disability insurance system in
calendar years 1978—87, as a result of the changes in the bill, are shown
in tables 8 and 9.

TABLE 8.—ESTIMATEO AMOUNT OF AOOITIONAL OASOI BENEFIT PAYMENTS IN CALENOAR YEARS 1978—87
UNOER THE PROVISIONS IN THE BILL

fln billionsi

Calendar year

Addit lonal benefits

OASI 01 OASOI

1978 —
1979
1980
1981
1982
1983
1984 —
1985
1986
1987

—$0.4
.7
.7
.5
.1

—.3
—.7-LI

—L6
—2.0

(I)
(I

—$0.2
—.4
—.8

—1.1
—1.4
-L8
—2.2
—2.7

—$0.4
.7
.5
(')

—.6
—1.4
—2.1
-2.9
—3.7
—4.6

'ess than $50,000.000.
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TABLE 9.—ADDITIONAL CONTRIBUTION INCOME RESULTING FROM THE COMMITTEE BILL IN CALENDAR YEARS
197843, BY PROVISION

[In billionsj

Increase In
OASDI self-
employment

Increase in Reallocation tax rate to Subtotal, Additional
contribution of tax rates ijç times excluding amount due Total
and benefit between employee Increase universal to universal additional

Calendar year base OASDI and HI rate in tax rates coverage coverage amount'

OASOI:
1978 $2.3 $1.7 $4.0 $4.0
1979 4.6 2.0 6.6 6.7
1980 6.3 2.3 8.5 8.6
1981 7.0 1.3 $0.1 $3.4 1L8 1L9
1982 7.5 L3 .4 4.0 13.2 $1L7 25.0
1983 7.9 L4 .4 4.3 14.0 14.2 28.3

HI:
1978 .5 —L7 —L2 —L2
1979 LO —2.0 —LO —La
1980 1.4 —2.3 —.9 —.9
1981 L8 —L3 .5 .5
1982 2.0 —1.3 .7 3.0 3.7
1983 2.1 —L4 .7 3.6 4.3

Total:
1978 2.8 2.8 2.8
1979 5.6 5.6 5.6
1980 7.6 7.6 7.7
1981 8.8 .1 3.4 12.3 12.3
1982 9.5 .4 4.0 13.9 14.7 28.7
1983 10.0 .4 4.3 14.7 17.8 32.6

'Includes relatively small amounts of additional taxes payable by employers on employees' income from tips.

4. Long-range OASDI cast projections
Table 9 shows the long-range cost estimates of the OASDI system as

modified by the bill and as compared with the taxes provided.
TABLE 10.—ESTIMATED EXPENDITuRES OF OLD AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM AS PER

CENT OF TAXABLE PAYROLL UNDER THE BILL, FOR SELECTED YEARS 1977—2055

tin perccntj

Expenditures as

Old-age ar.d
survivors

Calendar year ri3urance

percent of taxable payroll' -

Tax rate
in bill Oiffercnce

Disability
insurance Total-

1977/ - - 9. 39 1. 50 10.89 9.90 —0.99
1970 0.05 1.48 10.52 10.10 —.42
1979 8.91 1.47 10.38 10.10 —.28
1980 8.74 1.48 10.22 10.10 —.19
1981 8.72 L51 10.22 10.30 .01
1982 7.99 1.41 9.40 10.30 .93
1983 8.05 L45 9.50 10.30 .80
1084 8.12 1.50 9.62 10.30 .69

1.55 9.75 10.90 1.14
1986 8.27 1.59 9.86 10.90 1.01
1987 8;34 1.63 9.97 10.90 .93
1988 8.36 1.69 10.05 10.90 .86
1989 8.37 1.75 10.12 10.90 .72
1990 8.38 1. 81 10. 19 12.00 1.88
1991 8;38 L86 10.24 12.00 1.70
1992 8.39 1.90 10.29 12.00 1,78
1993 8.39 1.95 10.34 12.® 1.60
1994 8.41 2.00 10.40 12.00 1.65
1995 8 42 2.05 10.47 12.00 1.58
1996 8.41 2.10 10.51 12.00 1.43
1997 8.40 2.16 10.56 12.00 1.44
1998 8.40 2.21 10.62 12.00 1.35
1999 8.41 2.27 10.68 12.00 1.33
2000 8.42 2.32 10.74 12.00 1.26
2001 8.45 2.38 10.83 12.00 1.12
2005 8.57 2.62 11.19 12.00 .88
2010 9.21 2.77 11.98 12.00 .01
2015 10.40 2.96 13.36 12.00 —1.32
2020 11.94 2.99 14.93 12.00 —2.96
2025 13.45 2.88 16.33 12.00 -4.37
2030 14,31 2.75 17.06 12.00 —5.08
2035 14.41 2.67 17.08 12.00 —5.06
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TABLE 10.—ESTIMATED EXPENDITURES OF 0 )-AGE, SURVIVORS, Al 3 DILABILIT' INSURANCE SYSTEM AS

PERCENT OF TAXABLE PAYROLL UNDER THE BILL, FOR SELECTED YEARS 1911—2055—-Continued

JIn petcentj

Calendaryear

Expenditures as percent of taxable payroll'

Tax rate
in bill Difference

Old-age and
survivors
insurance

•

Disability
Insurance

.

Total

2040 13.94 2.69 16.62 12.00 —4.62
2045 13.41 2.16 16.23 12.00 —4.23
2050 13.32 2.19 16.11 12.00 —4.11
2055 13.38 2.80 16.18 12.00 —4.18
25.yr averages:

1911—2001 8.45 1.80 10.25 11.20 .9
2002—26
2021—51

15-yr average:1911—2051

10.52
13.89
10.96

2.82
2.14
2.46

13.34
16.63
13.42

12.00
12.00
11.13

—1.3s
—4.64
—1.6

q

I Expenditures and taxable payroll are calculated under the intermediate set of assumptions (alternative II) which are
described in the 1917 Report of the Board of Trustees of the Federal Old-Age and Survivors lnsuyance and Disability
Insurance Trust Funds. These assumptions incorporate ultimate annual increases of 94 percent in average wages in
covered emp'oyment and 4 percent in Consumer Price Index an ultimate unemployment rate of 5 percent, and an ultimate
total fertility rate of 2.1 children per woman. Taxable payroll is adjusted to take into account the lower contributions rates
on selfemp!oyment income, on tips, and on multiple-employer 'excess wages" as compared with the combined employer-
employee rate.

It may be noted from table 9 that the OASDI tax rates scheduled.
in the commitee's bill would exceed the yearly costs for at least the
next 30 years. Under the proposed tax schedule there would be a sig-
nificant accumulation of trust funds as may be observed from table 10.
However, due to the projected long-range actuarial imbalance, the
trust funds are eventually exhausted. This is projected to occur around
the year 2009 for the disability insurance program and around the
year 2029 for the old-age and survivors insurance program.

TABLE 11.—TRUST FUND RATIOS: FUNDS AT BEGINNING AND END OF YEAR AS A PERCENTAGEOF DISBURSEMENTS

DURING YEAR

Tin percent

Funds at beginningof year as a percent
dibuuements during year

Calendar

age of Funds at end of year as a
bursements during year

percent age of dis-

year GAS! Dl Total OASI DI Total

1971 47 48 41 43 21 41

1918 39 24 31 35 28 34
191 32 25 31 30 29 29
1980 21 26 21 21 28 21
198J 2& 26 25 25 33 2€
1S82 23 30 24 33 4S 34
1983 30 40 32 40 54 42
1984 38 49
1985 44 54

39
45

41
51

59
13

49
60

1986 53 66 55 67 84 69
1981 62 11
1988 11 84

64
73

75
84

92
95

18
86

1989 19 81 80 93 95 93
1990 88 81
1991 104 106

81
105

111
129

115
132

112
130

1992 121 121 121 141 145 146
1993 138 133
1994 154 143

ill
152

164
122

156
163

163lit
1995 111 150
1996 181 153
1991 204 154
1998 221 153
1999 238 149 .

2000 255 143
2001 210 135
2005 328 84
2010 364
2015 339 I

2020 251
2025 138
2030 (8) I

166
181
194
201
219
230
240
211

'218
'238
'151
244

2 —91

199
211
235
253
211
288
305
365
394
355
256
119

(1)

161
168
161
163
158
148
136

13
(I
(I
('
(i
(I

.

'

193
201
221
234
245
258
268
296

'291
'244
'141
'19

—128

'Fund exhausted in 2009.
2 Figures are theoretical because it is estimated that the disability trust fund will be exhausted in 2009.
* Fund exhausted In 2029.
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C. B4SIC ASSUMFrIONS EOk COST ESTIMATES FOR OLD-AGE, StYRVIVORS, AND
DISABILITY INSuRANCE SYSTEM

1. GeneraZ bath for Zong-range cost 8timate8
The long-range estimates for the old-age, survivors, and disability

insurance program presented in this report are based on the assump-
tion that average earnings in covered employment will increase after
1982 at an annual rate of 53/4 percent. Similarly, the assumption has
been made that the CPI will increase at an annual rate of 4 percent.
Higher increases for both earnings and CPI are assumed for the yearly
years. These assumptions yield, over the long-range, an implied in-
crease in real earnings o 13/4 percent per year, which is based on the
actual average experience of the last 25 years (estimated at about 1.7
percent per year based on annual averages for the period 1956—76),
although recent experience has been much lower (about 1.1 percent in
the last 15 years and 0.5 percent in the last 10 years based on annual
averages).

The estimates reflect the effects under present law and under the sys-
tem as it would be modified by the committee bill of various changes
assumed to occur as a result of the automatic provisions. Table 11 sum-
marizes- those changes.

TABLE 12.—ASSUMED FUTURE CHANGES RESULTING FROM AUTOMATIC PROVISIONS UNDER PRESENT LAW

AND UNDER THE COMMITTEE BILL

General
benefit

increase I

Contr ibution and benefit base
Annual exempt amount under

the retirement test

Present
.

Committee
.

Present Committee
Celendur year (percent) law' bill' law bill 4

19P
198
1979
1980
1981

5.9
5.5
5.2
5. 0
4.2

$16, 500
17,700
18,900
20, 400
21,900

$16, 500
19,900
22,900
25, 900
27,900

3, 000 $3, 000
3,240 4,000
3,480 4,500
3, 720 4,920
3,960 5,280

I Under present law, appftes to both persons eligible for benefits at the time of the benefit increase and to persons
becoming e'igible for benefits thereafter. Under the Committee bill, applies only to persons eligible for benefits as of the
time of the benefit increase, for years after 1978.

I Under present law, the contribution and benefit base for each year is determined under the automatic increase pro-
visions of the law.

Uuder the Committee bill, the increases in the contribution and benefit base in each year 1978—81 are ad hoc increases.
For jeers after 1981, the base is determined under the automatic incrase provisions of the law.

4 The higher exempt amounts under the Committee bill apply only to those beneficiaries subject to the retirement test
who ire aged 65 and over. The exempt amounts that are provided under present law would continue to apply to bene-
ficiaries who are under age 65.

It should be observed that the assumptions of constant annual in-
creases in the CPI were not adopted beoause it was felt that these
increases would remain constant in the future. These assumptions are
intended to represent average increases over the long-range future,
with the increases being higher in some years and lower in others.

The long-range cost projections are based on assumptions that are
intended to represent close to full employment (average unemploy-
ment is assumed at 5 percent of the labor force).
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The long-range cost estimates presented in this report were prepared
for a 75-year period. A valuation period of this length has been se-
lected because it approximates the life span of the current working
population.
. Measurement Of c08t8 in relation to taccable payroll

Long-range costs included in this report are expressed as a percent-
age of taxable payroll. This measure is used because it is directly com-
parable to the combined employer-employee tax, rate. Because of this
characteristic the adequacy of any tax schedule an be readily deter-
mined and new tax schedules can be readily designed to meet the cost
of the program.

D. ACTUARIAL COST ESTIMATES FOR THE HI SYSTEM

1. Effect of the bill on the actuarial balance of the HI 8y8tem
From an actuarial cost standpoint, the major features of the bill

that affect the HI system are as follows:
a. Univer8al coverage

Effective in 1982, coverage would be extended on a compulsory basis
to all Federal, State, and local government employees and employees
of non-profit organizations.

b. lncrea8e in the taceable wage ba8e
The taxable wage base for employers, employees, and self-employed

persons would be increased to $19,000 in 1978; $22,900 in 1979; $25,900
in 1980; and $27,900 in 1981. As in present law, the wage base would
increase automatically thereafter.

c. Tace rate decrea8e8
The tax rates would be decreased, as shown in table 12.
The changes in the actuarial balance of the HI system, from a deficit

of 1.16 percent of taxable payroll under present law to a deficit of
0.84 percent under the bill, are shown in table 13.. Short-range e8timate8 of the income and outgo of the HI 8y8teflv

Table 14 shows the progress of the HI trust fund under present law
in the past and under the bill in the future.
8. Long-range e8tzmate8 for the HI 8y8tem.

The adequacy of a schedule of contribution rates to support the HI
system is measured by comparing on a year-to-year basis the tax rates
with the corresponding total costs of the program, expressed ag per-
centaes of taxable payroll. The total cost of the program in any year
essentially is the combined employer-employee contribution rate that
will be sufficient to (a) provide the benefit payments and administra-
tive expenses for the year for insured beneficiaries and (b) build the
trust fund to the level of a year's disbursements and maintain it at
that level. If the tax rate and the total cost (expressed as a percentage
of taxable payroll) are exactly equal in each year of the 25-year pro-
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jection period and all projection assumptions are realized, tax revenues
along with interest income will be sufficient to provide for benefits and
administrative expenses for insured persons and to build the trust fund
gradually to the level of a year's outgo by the end of the period. To the
extent that small differences between the yearly costs of the program
and the corresponding tax rates occur for short periods of time and are
offset by subsequent differences in the reverse direction, adequate fi-
nancing will have been provided.

Table 15 shows the long-range cost estimates of the HI system as
modified by the bill and as compared with the taxes provided. As indi-
cated in this table, the HI tax rates scheduled in the bill would be less
than the total costs in nearly every year of the 25-year projection
period. Under the proposed tax schedule, the assets in the trust fund
decline as a percentage of a year's outgo from a level of 77 percent at
the beginning of 1976 to a level of approximately 50 percent during
the mid-1980's. As shown in table 16, the assets in the trust fund decline
very rapidly in the late 1980's, with the fund projected to be exhausted
completely in 1991.

TABLE 13.—CONTRIBUTION RATES FOR HOSPITAL INSURANCE UNDER BILL, AS COMPARED WITH THOSE UNDER

PRESENT LAW

(In percentj

Employer, emp'oyee, and
self.employed rate, each

Present law Bill

Calendar year:
1977
1978
1979-80
1981—84
1985
1986-2001

0.90 0.90
1.10 1.00
1.10 1.00
1. 1. 30
1.35 1.30
1.50 1.45

TABLE 14.— Changes in actnaral balance 0/ the hO8piUil insurance 8jJ8(efli
eaYpre88el a percent 01 taaable payroll, by type 0/ change, pre8ent law anti
the &1U

Item Percent

Actuarial balance under present law —1. 18
Universal coverage +. 24

Increase in wage base for employers ±. 10

Increase in wage base for employees and self-employed persons +. 09
Revised tax schedule —. 11

Total effect of changes In bill +. 32
Actuarial balance under bill . 84

NOTE.—Expenditures and taxable payroll are calculated under the intermediate set of
assumptions (alternative II) which is described in the 1977 Report of the Board of
Trustees of the Federal Hospital Insurance Trust Fund. These assumptions incorporate
ultimate annual increases of 5¾ percent in average wages in covered employment and 4
percent in Consumer Price Index, an ultimate unemployment rate of 5 percent, and
an ultimate total fertility rate of 2.1 children per woman. Taxable payroll is adjusted to
take into account the lower contribution rate on self-employment income, on tips, and on
multiple-employer "excess wages" as compared with the combined employer-employee rate.
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TABLE 15.—PROGRESS OF THE SOCIAL SECURITY HOSPITAL INSURANCE TRUST FUND UNDER BILL

CALENDAR YEARS 197247

LAmounts in billionsj

Fund at
beginning of

Calendar year: Income

.

Disburse-
ments

Net increase
in fund

Fund at end
of period

year as a
percentage of

disbursements
during year

1972
1973

$6.4
10.8

$6.5
7.3

-$0.1
3.5

$2.9
6.5

47%
40

1974 12.0 9.4 2.7 9.1 69
1975 13.0 11.6 1.4 10.5 79

1976 13.8 13.7 .1 10.6 77

Estimated future experience:
1977 16.1 16.2 —.1 10.5 66

1978 19.7 19.0 .6 11.1 55

1979 22.3 22.2 .1 11.2 50

1980 24.5 25.7 —1.2 10.0 44

1981 33.5 29.7 3.8 13.8 34

1982 39.7 33.9 5.8 19.6 41

1983 43.1 38.5 4.6 24.2 51

1984 46.1 43.7 2.4 26.6 55

1985 49.0 49.2 —.1 26.5 54

1986 57.5 55.0 2.5 29.0 48

1987 61.7 61.4 .3 29.4 47

Note: Figures may not add due to rounding.

TABLE 16.—ESTIMATED COST OF HOSPITAL INSURANCE SYSTEM AS PERCENT OF TAXABLE PAYROLL UNDER
THE BILL, FOR CALENDAR YEARS 1977—2001

[In percent]

Calendar year:

Expenditures Trust fund
under the building and
program' Maintenance

Total cost
of the

program
Tax rate

in bills Difference

1977 1.99 0.15 2.14 1.80 —0.34
1978 2.04 .15 2.19 2.00 —.19
1979 2.13 .14 2.27 2.00 —.27
1980 2.22 13 2.35 2.00 -.35
1981 2.36 .12 2.48 2.60 .12
1982 2.29 .12 2.41 2.60 .19
1983 2.44 .12 2.56 2.60 .04
1984 2.60 .11 2.71 2.60 —.11
1985 2.75 .11 2.86 2.60 —.26
1986 2.89 .11 3.00 2.90 -.10
1987 3.03 .11 3.14 2.90 —.24
1988 3.17 .11 3.38 2.90 —.38
1989 3.33 .10 3.43 2.90 —.53
1990 3.49 .10 3.59 2.90 —.69
1991 3.65 .10 3.75 2.90 —.85
1992 3.80 .10 3.90 2.90 —L00
1993 3.97 .10 4.07 2.90 —1.17
1994 4.13 .10 4.23 2.90 —1.33
1995 4.30 .09 4.39 2.90 —1.49
1996 4.43 .09 4.52 2.90 -1.62
1997 4. 57 . 09 4. 66 2. 90 —1. 76
1998
1999

4.71
4.85

.09

.09
4.80
4.94

2.90
2.90

-1.90
-2.04

2000 5. 01 . 09 5. 10 2. 90 —2. 20
2001 5.16 .09 5.25 2.90 —2.35

Average4 3.42 .11 3.53 2.69 —.84

of benefit payments and administrative expenses for insured beneficiaries to taxable payroll. Taxable payroll is
adjusted to take into account the lower contribution rates on self-employment income, on tips, and on multiple-employer
'excess wages."

2 Altowance for building the trust fund balance to the level of a year's outgo and maintaining it at that level, after account-
ing for the offsetting effects of interest earnings.

Rate for employers and employees, combined.
4 Average for the 25-yr period 1977—2001.
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TABLE 17.—HI tru8t ratio8: fund at begfinning of year as a percentage of di8bur8e-
men.t8 durtr&g year

Funci.at bCgtnnini of year
as a percentage of

Calendar year: dibur8ementcZurlng year
1977 66
178 55
1979 50
1980 44
1981 34
1982 41

1983 51

1984 55
1985 54
1988 48
1987
1988
1989
1990 22

iggi 7

1992ad1ater (1)

1 Trust fund exhausted In 1992.

V. SECTION-BY-SECTION ANALYSIS OF THE BILL

TITLE —PRCjVI5IONS TO IMPROVE THE FINANCING OF THE OLD-AGE,
SURVIVORS, AND DISABILTY INSURANCE PROGRAM

S?ection 101. Adju8tment8 in tax rate8
Section 101 of the bill provides for shifting to the OASDI program

0.10 percent of the 0.2 percent tax rate increase already Scheduled in
present law for 1978—80 for the health insurance program, and restor-
.it 0.05 percent of the Shift in 1981 and after for.increasing tax rates
for .emp1oyees and employers, each by 0.15 percent, 0.30- percent, and
0.55 percent, in 1981, 1985, and 1990, respectively, and for reStoring
the OASDI tax rate for the Self-employed to 11/2 times the employee
tax rate.
Old-age, 8urvivors, and di8ability inrance tacz, rate8

Seetion 101(a) of the bill amends sections 3101(a), 3111(a) and
1401 (a) of the Internal Revenue Code of 1954 to provide a new
schedules of old-age, survivors, and disability insurance tax rates for
employees, employers, and the self-employed.

Subsection (a) of the amended section 3101 and subsection (a) of
the amended section 3111 provide new schedules of tax rates on wages
for purposes of old-age, survivors, and disability insurance. Under
present law, these tax rates for employees and eniployers, each, are
as follows:
Calendar years: Percent

1977—2010
2011 abd after

Under the bill, the tax rates on wages for both employees and em-
plôyers for old-age, survivors, and disability insurance are as follows:
Caleñdár years: Percent

i977 L
.1978 to 1980 5,05
19S1 to 1984 15

1985 to 1989 5.45
1990 and after 6,0
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Subsection (a) of the amended section 1401 provides new schedules
of tax rates for self-emp'oyment income for purposes of old-age,
survivors, and disability insurance. Under present law, the OASDI
tax rate for the self-employed is 7 percent for all taxable years begin-
ning after 1972.

Under the bill, the tax rates in self-employment income for old-age,
survivors, and disability insurance are as follows:
Taxable years beginning after: Percent

1972 (and before 1978) 7.00
1977 (and before 1981) .___,. 7. 10
1980 (and before 1985) 7.70
1984 to 1989 8.20

IlospitaZ inraiwe rates
Section 101(b) of the bill amends sections 3101(b), 3111(b), and

1401(b) of the Code to provide new schedules of hospital insurance tax
rates for employees, employers, and the self-employed.

Subsection (b) of the amended section 3101 and subsection (b) of
the amended section 3111 provide new schedules of tax rates on wages
for purposes of hospital insurance. Under present law, these tax rates
are as follows:
Calendar years: Percent

1977 0.90
1978—SO 1. 10
1981—85 1.85
1986 and after 1.50

Under the bill, the tax rates on wages for employees and employers,
each, for hospital insurance are as follows:
Calendar years: Percent

1977 0.90
1978—80 1. 00
1981—85 1.80
1986 and after 1.45

Subsection (b) of the amended section 1401 provides a new schedule
of tax rates on self-employment income for purposes of hospital
insurance.

Under present law, these tax rates are as follows:
Taxable years beginning after: Percent

1978 (and before 1978) 0.90
1977 (end before 1981) 1.10
1980 (and before 1986) 1.85
1985 1. 50

Under the bill, the tax rates on self-employment income for hospital
insurance are as follows:
Taxable years beg1nnin after:

1978 (and before 1978) .9O
1977 (and before 1981) 1. 00
1980 (and before 1987) 1.80

1.45

Section 1092. Ailocatiom to di8a.bilitZ' inrance tru8t fd
Section 102(a) (1) of the bill amends section 201(b) (1') of the Social

Security Act which deals with the amount to be allocated and appro.
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priated to the Federal Disability Insurance Trust Fund each year with
respect to wages. Under present law, the amounts so allocated and
appropriated with re.spect to wages paid are as follows:

Calendar year: Percent
1977 1.150
1978—80 1.200
1981—85 1.300
1986—2010 1.400
2011 and after 1. 700

Under the amended section 201(b) (1), the amount so allocated and
appropriated will be as follows:
Calendar years: Percent

1977 1. 150
1978 1. 550
1979—80 1. ®
1981—84 1.600
19—89 1. 800
1990 andáfter 2. 200

Section.iQ2(a) (2) of the bill amends section 201(b) (2) of the Act,
which deals with the amount to be allocated and appropriated to the
Federal Disability Insurance Trust Fund each year with respect to
self-employment income. Under present law the amounts so allocated
and approp'iated with respect to any self-employment income reported
for a taxable year are as follows:
Taxable years beginning after: Percent

1973 (and before 1978) 0.815
1977 (and before 1981) .851)
1980 (and before 1986) .920
1q85 (and before 2011) .990
2010. 1. 000

Under the amended section 201(b) (2), the amounts so allocated and
appropriated will be as follows:
Taxable years beginning after: Percent

1973,(and before 1978) 0.815
1977. (and before 1979) 1.090
1978 (and before 1981) 1.055
1980 (and before 1985) 1.200
1984(andbeforel990) 1.350
1989

Section 103(a) (1) of tue bill amends section 230(a) of the Act to
provide that the Secretary will publish the ad hoc increases in the con-
tribution and benefit base provided in subsection (c) in the Federal
Rgister...on or before November 1 of the year before the year they are
to be fiective. This change is needed because the ad hoc base increases
for. 1978—1981 are considered to be determined under subsection (h) as
though they were autOmatic increases.

Section 10(a) (2) of the bill amends section 230(b) of the Act to
take, account of the ad hoc base increases provided in subsection (c).

Section 103(b) of the bill amends section 230(c) of the Act to pro-
vide for, ad hoc increases in the base applicable to employees, em-
ployers, and the self employed to $19,900 in 1978, $22,O0 in 1979
$25,900 in 1980, and $27,000 in 1981. For years after 1981, the base will
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be automatically adjusted as under present law with the 1q81 base to
be used as the starting point for computing subsequent bases under
this section. For purposes of computing tier II pensions under the
Railroad Retirement Act of 1974 the contribution and benefit base
will be the contribution and benefit base in effect as if this act had not
been enacted.

Section 103(c) (1) provides that the contribution and benefit base
determined under section 230 of the Act to compute the monthly in-
surance benefits guaranteed by the Pension Benefit Guaranty Corpora.
tion under P.14. 93—406 (ERI5A) shall be the contribution and benefit
base in effect as if this Act had not been enacted.

Section 103(d) of the bill amends section 215(i) (2) (D) of the Act
to specify how the. amounts to be included on the last line of Columns
III and 1V in the, benefit table will be determined when the table is
extended to reflect new ÂME levels possible under a new contribution
and benet base and the new base is not divisible by 12.
S1ection 104. St and b,i guarantee of trust fund levels

Section 104 of the bill provides standby authority for automatic
loans from the general revenues of the Government to the social secu-
rity trust funds whenever the assets of the old-age and survivors insur-
ance or disability insurance trust fund at the end of any calendar year
after 1977 are below 25 percent of the total outgo from that fund
during that year. The section also provides for repayment of any such
loan or loans and temporary tax-rate increases to provide funds to
repay the loans.

Section 104(a) of the bill amends section 201 of the Act by adding
a new subsection (j) w.hich provides, in paragraph (1) thereof, that
if at the close of any calendar year after 1977 the balance remaining
in the Federal Old-Age and Survivors Insurance Trust Fund or the
Federal Disability Insurance Trust Fund (as determined by the Sec-
retary of the Treasury in the following February) !is less than 25
percent of the total amount of the expenditures made from. such fund
under Title II of the Act during that calendar year, there is auto-
matically appropriated to the Secretary of the Treasury for loan to
such fund as of the following July 1 an amount equal to the difference
between such balance and 271/2 percent of such total amount.

Paragraph 2 of the nw subsection (j) provides that if at the close
of any calendar year succeeding a year for which a loan was made
under paragraph (1), (A) the balance remaining in the fund (as
determined by the Secretary of the Treasury in the following Febru-
ary) is less than 35 percent of the amount of expenditures made from
such fund during such succeeding year, and (B) the outstanding bal-
ance of all loans (including interest) which were made to the fund
with respect to years before such succeeding year is $2 billion or more,
the tax rates set by sections 1401(a), 3101(a), and 3111(a) of the
Internal Revenue Code of 1954 (self-employment, emiployee and em-
ployer rates, respectively) will be increased as provided in section 3125
of the Code (provided by section 104(b) of the bill, described below)
in the second calendar year after such succeeding year.

Paragraph (3) of the new subsection (j) provides that any amount
appropriated for loans to either the old-age and survivors insurance
or disability insurance trust fund with respect to any calendar year
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under paragraph (1) shall be repaid, with interest, by transfer from
such fund to the general fund of the Treasury as follows: A repayment
shall be made on July 1 next succeeding any subsequent calendar year
at the close of which (as determined by the Secretary of the Treasury
in the following February) the balance remaining in such funds ex-
ceeds 30 percent of the total amount of the expenditures made from
such fund under Title II of the Social Security Act during that cal-
endar year; the amount of the repayment will be equal to the difference
between (A) such balance, and (B) 30 percent of the total amount of
such expenditures.

Paragraph (a) also provides that interest on loans made under
paragraph (1) shall be at a rate, as determined by the Secretary of the
Treasury. equal to the average market yield on the outstanding mar-
ketable obligations of the United States of comparable maturities at
the time the loan was made.

Section 104(b) of the bill amends chapter 21 of the Internal Revenue
Code of 1954 by redesignating sections 3125 and 3126 as sections 3126
and 3127,respectively, and by adding a new section 3125 which pro-
vides that whenever an appropriation has ben made under the new
setion 201(j) (1) for loans to the old-age and survivors insurance or
disability insurance trust fund, and the new section 201 (j) (2) applies
with respect to a succeeding calendar year, as described above, the tax
rate for employees and employers, each, which would otherwise be in
effect (under sections 3101 (a) and 3111 (a) of the Code) with respect
to wages received or paid in the 2nd calendar year aftr such succeed-
ing year will be increased by 0.10 percent and the tax rate for the
selfemP1oed which would otherwise bein effect (under section 1401
(a) of the Code) with respect to taxable years beginning in the second
year afthr such succeeding year, will be increased by 0.15 percent.

Section 104(b) of the bill also amends the tableof sectionsof Chap-
ter 21 of the Code to take account of the iedesignated and new sections,
and amends section 1401 (a) of the Code (as amended by section 101
(a) (3), of the bill), and sections 3101 (a) and 3111(a) ofthe Code (as

amended by sections 101(a) (1) and (2) of the bill) to add appropri-

ate eonforming references to the neW section 3125.

Section .105. Effective date
Secticrn 105 of the bill provides that the amendments made by sec

tions 101, 102, and 103 are to apply with respeet to remuneration paid
Or received after 1977 and to taxable years beginning after 1977. Sec-
tion 105 further provides that the amendments made by section 104
shall apply with respect to calendar years after 1977.

TITLE fl—STABILIZATION OF REPLACEMENT RATES IN TH OLD-AGE,
SURVIVORS, AND DISABILITY INSURANCE PROGRAM

Genercti
Setion 201 of the bill amends section 215 of the Social Security Act

to provide a new method for cakulatrng a worker's average earnings
for benefit purposes and for determining primary insurance amounts
(PTA's). This section also provides for a transition from the present
to the new system in the case of workers reaching age 62 in the first
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10 years under the new system and makes other benefit adjustments.
Section 201 of the bill specifically provides for:

1. A new benefit formula for computing the PTA of workers
who become eligible for old-age insurance benefits, become dis-
abled, or die after 1978, which would be automatically updated to
future changes in average wages;

2. Application of the new PTA formula to earnings that are
indexed to take account of changes in average wage levels during
the workers' lifeitimes;

3, A transitional provision that guarantees workers who be-
come age 62 in the period 1979—1988 that their retirement benefits
will be no less than the amount derived from the table in the law
in December 1978 with cost-of-living increases beginning only
with eligibility (age 62)

4. A restatement of recomputation provisions (largely similar
to present law) for workers who reach age 62, become disabled,
or die after 1978;

5. An increase in the special minimum to a maximum of $280
(instead of $180 as under present law) and future automatic
cost-of-living adjustments in special minimum PIA's; and

6. A regular minimum benefit frozen at the level under present
law as of implementation (about $121 in January 1979) with
cost-of-living increases beginning with the year the worker
reaches age 62, becomes disabled, or dies.

Computation of primary i'n8urance amount
Section 201(a) of the bill provides a new section 215(a) of the Act.

Paragraph (1) of the new section 215(a) provides, for the basic PTA
computation.

Subparagra.phs (A) and (B) of the new section 215(a) (1) provide
a formula for computing PTA's based on average indexed monthly
earnings (ATME) and for automatically adjusting the formula in
the future to increases in average wages in the economy. Subparagraph
(A) of the new section 215(a) (1) specifies that factors in the new
formula will be 90 percent for the lower part of the worker's ATME,
32 percent of the next higher portion of ATME, and 15 percent of
remaining additional ATME. (These percentage factors will not be
subject to automatic change in the future.) Subparagraph (A) further
provides that the PTA will be the slim of the application of these per-
centages to the appropriate portions of ATME, rounded up (if neces-
sary) to the next higher multiple of $0.10 and increased under the
automatic cost-of-living adjustment provisions.

Subparagraph (B) of the new section 215 (a) (1) specifies the ATME
levels to which the percentage factors in the formula would apply for
1979 and to whom the. formula applies. For Ieople who reach age 62,
become disabled, or die in 1979, the formula will be: 90 percent of
the first $180 of ATME, plus 32 percent of ATME above $180 but not
above $1085, nhis 15 nercent of ATME above $1085. For those who
reach age 62, become disabled, or die in each year after 1979, the 1979
amounts ($180 and $1085 will be automatically adjusted to wages
by multiplying them by the ratio of: Average wages for the second
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year before the year for which the determination is made to average
wages in 1977. The resulting amounts (formula brackets) will be
rounded to the nearest $1, (or to the new higher $1, if an exact multiple
of $0.50 but not of $1). Thus, in computing a worker's PIA, the
formula that applies is the one determined for the earliest of the year
of eligibility forold-age benefits (age 62), onset of. disability, or death.

For purposes of subparagraph (B), average wages means the
average of total annual wages (as. reported to the Secretary of the
Treasury) as defined in the regulations of the Secretary (of HEW)
and without regard to the contribution and benefit base limitation. (It
is anticipated that, pursuant to regulations, Forms 1040 for 1977 and
1978 will be used in determining average wages for those years, and
Forms W—2 for 1978 and later years will be used in determining aver-
age wages for years after 1978. The data will, beginning in 1977, in-
clude the reports of wages for employment both covered and not
covered under the Act, and will include wages in excess of the con-
tributión and benefit base.)

Subparagraph (C) of the new section 215(a) (1) provides that no
PIA as computed under the new formula will be less than the greater
of (1.). the minimum PIA in the benefit table in the law in effect in
December t978, and rounded (if necessary) to the next multple of
$1.00; or (2) the "special minimum" PIA. The minimum PIA will
not be automatically adjusted to increases in the Consumer Price
Index (ON) as provided under subsection (i) until a worker reaches
age 62, becomes disabled, or dies. This subparagraph also provides
that, for 1979, the special minimum will equal $11.50 times the num-
ber ó.f a worker's years of coverage over 10 and up to (and including)
30. The special minimum will be automatically adjusted to increases
in the CPI as provided under subsection (i) as amended by this bill
for years after 1978. (Under present law, the dollar amount used
to compute a special minimum benefit has been $9.00 since the 1973
amendments.)

The new subparagraph (C) also restate the present-law definition
of a year of coverage (the total number of which cannot exceed
30) for purposes of computing a special minimum benefit. The num-
ber of years of coverage for 1937—50 is determined by dividing total
wages credited for that period by $900 disregarding any fraction.
The resultant number cannot exceed 14. The number of years of
coverae after 1950 (excluding years wholly within a period of
disthility) is the number of years in which earnings ecnial no less
than 25 percent of the contribution and benefit base in effect in each
year.

For 1977, the base is $16,500 and 25 percent of the base is $4125.
To maintain the present measure of a year of coverage in relation to
average wages, a new provision is added under which for purposes of
the special minimum provision the base for years after 1977 will be
limited to the amount that would be in effect for those years if present
law remained in effect without change.

Subparagraph (D) of the new section 215(a) (1) specifies that in
each year after 1978, the Secretary is to publish by November 1 the
benefit formula applicable for the following calendar year and the
average wages on which the formula is based. The formula for a
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given year will be applicable to those who reach age 62, have an ons8t
of disability, or die in that year. The Secretary is also required to
publish by November 1979, average wages for each year after 1950.

Paragraph (2) of the new section 215(a) provides for exceptions
to the basic PIA computation outlined in paragraph (1) in ccrta.in
cases involving disability insurance benefits.

Subparagraph (A) of the new section 215(a) (2) provides that
where a worker was entitled to disability beneftts- in any of the 12
months-before he reaches age 62, has a new onset of disability or
dies, the year he reaches age 62, has the new onset of disability or dies
will not count as a year of eligibility for purposs of sections 215(a),
(b), and (i) as amended by this Act. In such cases, the year of eligibil-
ity will be the year of onset of the prior disability.

Subparagraph (B) of the new section 215(a) (2) provides that
where a worker was entitled to disability benefits hi any of the 12
months before he became entitled to a retirement benefit, reentitled -to
a disability benefit, or died, the PIA will equal the greater of: (1) The
previous disability PIA increased by any intervening automatic and
ad hoc benefit increases, (2) the minimum benefit, or (3) the special
minimum benefit. The effect of this subparagraph is to provide for
conversions from the disability to the retirement rolls at age 65 and
to avoid providing a new, later, indexing year (or a wage-indexing
•computation, if the previous computation was made under the law in
effect prior to 1978) in cases where an individual has been off the
benefit rolls for only a short time before becoming reentitled to
benefits.

Subparagraph (C) of the new section 215 (a) (2) provides that
when a PIA is computed after a previous disability entitlement has
terminated, the PIA can be no lower than the disability PIA that
was most recently determined (including automatic benefit increases
up to the month of termination).

Paragraph (3) of the new section 215 (a) specifies the (prospective)
applicability of the new PIA computation method provided in para-
graph (1) of the new section 215(a).

Subparagraph (A) of the new section 215 (a) (3) specifies that the
new computations provided in the paragraph (1) of the new section
215(a), except for the special minimum benefit computation, are
applicable only to workers who had not attained age 62 prior to
January 1979 and who became eligible for old-age or disability insur-
ance benefits or die in or after January 1979. It also provides certain
exceptions by reference to paragraph (4) (which relates to certain
previously disabled workers and to the transitional provision).

Subparagraph (B) of the new section 215(s) (3) provides that
unless fewer than 12 months 'have elapsed since the termination of a
prior period of disability, a person will be deemed "eligible" (1) for
old-affe insurance benefits as of the month in which he attains age 62,
or (2) for disability insurance benefits as of the month the period
of disability began as provided under section 216(i) (2) (C) of the
Act. (As specified in paragraph (2), a person who had a prior period
•of disability which terminated within 12 months will be deemed eligi-
ble as of the month the prior period of disability began.)

Paragraph (4) of the new section 215 (a excludes certain workers
disabled before 1979 from the new PTA computation provisions
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(except those relating to the special minimum benefit) and. contains
transitional provisions protecting benefit amounts for workers reach-
ing age 62 after 1978 and before 1989 (the transitiOnal "guarantee").

Subparagraph (A) of the new section 215 (a) (4) excludes from the
new computations, (except for the special minimum benefit computa-
tion provided in subparagraph (C) (i) (II) a worker disabled before
1979, unless at least 12 months elapse after the termination of the
prior period of disability and before the month he attains age 62,
becomes disabled again, or dies.

Tn(tiöha provi8iofl
Subparagraph (B) contains the transitional provisions and pro-

vides that the new computations (except for the special minimum
computation) will not apply to a worker who otherwise would qualify
for those computations if the present law PIA computed under sub-
sections 215 (a) or (d) as in effect in December 1978 is greater.

The transitional provisions apply to workers who reach age 62 after
1978 and before 1989. They also will apply to a small number of
workers who have an onset of disability, or die after 1978 if their
benefit computation includes earnings after 1936 and before 1951. In
determining; whether the present-law benefit is greater, the benefit
table asin 'effect in December 1978 will apply with no cost-of-living
increases added to the benefit after 1978 and before the year the worker
reaches ae 62,becomes disabled, or dies as provided in subsection (i)
(2) (A) (iii). Also, in such cases, earnings beginning with the year of
age 6, disability onset. or death will be excluded in computing the
verage monthly wage on which the benefits are based.

New section 215(a) (5) provides that in computing PIA's after
December 1978 for workers who reach age 62, become disaNed, or die
befOre 1979 and therefore do not qualify for the new benefit formula
or the transitional provisions, the provisionsfor determining the PIA
in effect in December 1978 will apply except that effective for Janu-
ary '1979, the dollar amount used to compute a special minimum
benefit will be $11.50. Also, for years after 1978, the PIA's and
maximum family benefits for such workers will be increased by general
ad hoc benefit increases and by automatic benefit increases (as provided
by subsection (i)).
Computation of average indexed monthly earming8 (AIME)

Section .201(b) of the bill provides a new section 215(b) of the
Social Security Act for computing average indexed monthly earnings.
The method of cothputing average earnings is generally the same as
that used' under present law except that indexed, rather than actual
earnings, are used. New section 215(b) (1) provides that an individ-
ual's average indexed monthly under subsection (a) (1) (B)) wages
and self-employment income in his benefit computation years (as
determined under paragraph (2)) by the number of months in those
years. .

New section 215(b) (2) (A) provides that the number of worker's
benefit computatioft years—the number of years used in computing
AIME—équals the number of elapsed years minus 5, but in no case can
the ntimber of such yekrs be less than 2.
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Clause (i) of section 215(b) (2) (B) defines benefit computation
years as the computation base years that are equal to the number of
elapsed years and in which the total of indexed wages and self-
employment income is the highest.

Clause (ii) defines computation base years as years after 1950 and
up to: (1) The year the first month of entitlement to old-age insur-
ánce benefits occurred r (2) if the worker died without becoming

entitled to a benefit the year after the year of death. Years wholly
within a period of disability are excluded from computation base years.

Clause (iii) defines elapsed years as the number of years after 1950,
or age 21, if later, and up to the year of death or age 62 (but not less
than 5 if the year of age 62 is used). Any part of a year included in a
period of disability is not counted as an elapsed year. This definition
applies in all cases except. under the special provision in section 104(j)
(2) of the Social Security Amendments of 1972, which applies to
men who reach age 62 in 1973 and 1974.

New section 215(b)(3) (A) provides that. except as specified in
paragraph (B), the wages or self-employment income credited to each
of a worker's computation base years will be indexed by multiplying
the wages or self-employment income by the ratio of: (1) Average
wages for the indexing year to (2) average wages for the year being
indexed. The indexing year is the second year after 1976 and before the
year of the worker's initial eligibility for old-age or disability insur-
ance benefits (age 62 or onset of disability), or death, whichever is
earliest. However, a year will not be counted as the year of the worker's
eligibility or death if the worker was entitled to a disability insurance
benefit for any of the 12 months immediately preceding the month he
attained age 62, had an onset of disability or died.

For purposes of this subparagraph (as for purposes of section 215
(a) (1) (B)), average wages means the average of total annual wages
(as reported to the Secretary of the Treasury) as defined in regula-
tions of the Secretary (of HE'W) and without regard to the cont.ribu
t]on and benefit base limitation.

New section 215(b) (3) (B) provides that wages and self-employ-
ment income credited to an individual in all years that occur after the
indexing year are counted in actual dollar amounts for purposes of
computing AIME.

New section 215(b) (4) provides that for purposes of computing
average monthly wages after 1978 under the provisions of .he law in
effect in December 1978 for a worker to whom the transitional guaran-
tee provisions in subsection (a) (4) apply, computation base years in-
clude onl.y years after 1950 (or 1936, if applicable) and up to the year
of attainment of age 62, onset of disability, or death. Wages and self-
employment income in years after those events cannot be used in a
"guarantee" computation. As under present law, calendar years wholly
within a period of disability also cannot. be computation base years for
purposes of a "guarantee" computation.
Benefit table applicable to worker8 eligible before 1979

New section 215(c) specifies that subsection (c) as in effect in De-
cember 1978 will remain in effect for workers who attain age 62, be-
come disabled, or die before 1979. That is, the benefit table in effect in
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December 1978, plus all subse4uent cost-of-living increases under sub-
section (i) will apply to such workers.

Section 201(d) of the bill amends section 215(d) of the Social Se-
curity Act to provide a simplified method for computing the PIA's
of workers age 21 after 1936 and before 1951 when wages before 1951
are included in the computations so that machine, rather than manual,
procedures can be used in making such computations. The revised
method of computing the PIA under new section 215(d) (1) is as fol-
lows: The average monthly wage of workers age 21 after 1936 and be-
fore 1951 is to be determined over the same period of years and in the
same manner as provided under the law in effect in December 1977.
However, the total wages paid to such workers prior to 1951 will for
purposes of benefit computation years and computation base years be
deemed to have been paid at an equal yearly rate up to $3000 a year
(the maximum amount creditable before 1951) for years after age 21
and before the earlier of 1951 or the year of death; the remainder (I)
if less than $3000, is deemed credited to the year preceding the year of
age 21 or (II) if $3000 or more, is deemed credited in $3000 increments
to the year of age 21 and to each year consecutively preceding that year
with any remainder credited to the year immediately preceding the
earliest year to which $3000 was credited. For purposes of t.hi subsec-
tion, total wages may not exceed $42,000.

A new formula is provided for determining the PIA's which results
in. a PIA approximately equivalent to the amount that woild result if
actual yearly wages were used in the computation. The formula for
determining the PIA is: 40 percent of the first $50 of average monthly
wages. (AMW) as computed under this subsection, plus 10 percent of
the next $200 of AMW, increased by 1 percent for each increment year.
The number of increment years used will not be less than 4 nor more
than 14; the number is determined by dividing an individual's total
wages b?fore 1951 by $1650. (Under present law, an "increment" is the
te'm used to describe the 1-percent increase in t.he primary insurance
benefit that is given for each year before 1951 in which the worker was
paid $200 or more; the maximum possible is 14—the number of years
in the period 1937—50.)

Section 201(d) (3) of the bill amends section 215(d) (3) of the Act
to delete the requirement that when wages prior to 1951 are included
in computing the AMW of an individual who attains age 21 after 1936
and priox to 19t31, the present law computation provisions in effect
before th Social Security Amendments of 1967 must be used.

Section 201(d) (4) of the bill amends section 215(d) of the Act to
add a new paragraph 4 which provides t.hat when wages prior to 1951
are included in the computation, the present-law simplified method
for computing PIA's of workers age 22 in or before 1937 remains in
effect for workers who reach age 62, become disabled, or die before
1978.

References to average indexed monthly earnings
Section 201 (e) of the bill amends section 215 (e) of the Act, which

specifies the maximum amounts of covered wages and self-employ-
ment income that can be used for purposes of computing PIA's to
refer to AThIE in addition to AMW, where appropriate.
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Recomputation8
Section 201(f) of the bill provides a new section 215(f) (2) for

recomputing PTA's. The provisions for recomputing PTA's are largely
the same as those in present law.

New section 215(y) (2) (A) provides that the Secretary at times
prescribed in regulations, will recompute the PTA's of individuals
who have covered wages or self-employment income after 1978 and
who are entitled to an old-age or disability insurance benefit.

New section 215(f) (2) (B) provides that for recomputations of
PTA's based on AIME, the benefit formula applied will be the one
used in computing the worker's initial PIA (or for those to whom the
transitional provisions apply as described in subsection (a) (4) (B)),
the one that would have been used in computing the initial PTA if the
"guarantee" PTA had not been higher.

New section 215(f) (2) (C) provides that as under present law, the
number of computation base years are expanded to include years of
additional earnings.

New section 215(f) (2) (D) provides that as under present law, a
recomputation to take account of a year of additional earnings will
be effective with January of the following year, or in a death case,
with the month of death.

Section 201(f) (2) of the bill repeals section 215(f) (3) of the Act
since it is obsolete. Paragraph (3) provides for recomputing PTA's
for workers who had self-employment income in 1952 and applied for
benefits or died prior to 1961.

New section 215(f) (4) provides that a recomputation will be effec-
tive only if it results in an increase in the PTA of at least $1. Section
201(f) (4) of the bill adds new paragraphs (7) and (8) to section
215(f) of the Act. New paragraph (7) provides that present law re-
computation provisions will continue to apply for workers who become
eligible for old-age benefits, have an onset of disability, or die before
1978. However, for an individual whose PTA is computed under the
transitional provisions, earnings in and after the year of attainment
of age 62 or onset of disability, or death cannot be used for purposes
of recomputing the "guarantee" PIA.

New paragraph (8) provides that special minimum PTA's that were
computed for beneficiaries under the law in effect prior to January
1979 will be recomputed to take account of the increase front $9 to
$11.50 in the dollar amount. The recomputation will be effective be.
ginning January 1979.
(lost-of -living inerea8es in benefits.

Section 2Ol(g) (1) of the bill amends section 215(i) (2) (A) (ii) to
specify that an automatic benefit increase eective for June of a year
in which the Secretary determines that a cost-of-living computation
quarter, which triggers such an increase, has occurred will apply to:
(1) The benefits of those entitled to special payments under sections
227 and 228; (2) the PTA's on which beneficiaries are entitled includ-
.ing the frozen minimum PTA's and special minimum PTA's; and (3)
maximum family benefits at the same time as the PTA's on which they
are based, where a PTA was computed under the law in effect in De-
cember 1978 will be increased at the same time as the PTA's except as
provided in new paragraphs 6 and 7 of section 203.
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As under present law, the increase in the Consumer Price Index
(CPI) measured from the last cost-of-living computation quarter
to the current one (Or from the lest quarter in whith an ad ioc in-
crease became effective) and rounded to the nearest .1 of 1 percent will
be applied to the benefits, PIA's, and family maximums listed above.
The increased PIA's will be rounded to the next higher $.10 if not
an even $.10. For beneficiaries getting special minimum benefits, the
PIA's on which the special minimum benefits are based will be in-
creased. The increase will be determined from the revised range of
special minimum PIA's published by the Secretary.

Section 201(g) (2) of the bill amends section 215(i) (2) (A) of
the Act by adding a new clause to make the automatic benefit increases
in a year applicable to PIA's computed or recomputed in that year,
regardless of when entitlement began in that year. However, the in-
creases would be effective only for benefits payable for months after
May of that year.

Section 201(g) (3) of the bill amends section 215(i) (2) (D) of the
Act to provide that when the Secretary publishes the amount of an
automatic cost-of-living benefit increase in the Federal Register, he
must also publish the range of increased special minimum PIA's
possible and corresponding family maximums for the next year. The
effect, of this provision is that the $11.50 dollar amount for computing
special minimum PIA's will not be increased to take account of in-
creases in the cost of living. Instead the range of PIA's possible based
on the $11.50 dollar amount will be revised whenever an automatic
benefit increase is effective. Each revised range of special minimum
PIA's will apply to both current and future beneficiaries.

Section 201(g) (4) amefids section 215(i) by adding a new para-
graph (4) that provides that the automatic adjustment of benefit pro-
visions in effect prior to 1979 shall continue to anply for workers who

• became eligib]e for old-age insurance benefits, have an onset of dis-
ability, or die before 1979 and requires that. the Secretary publish the
revised benefit tables for that purpose. The revised tables will not
apply to those who became elirible for old-age insurance benefits, have
an onset of disability, or die after 1978.

For peop]e whose benefits are computed under the ]aw in effect in
December 1978 because the transitional provisions apply the cost-of-
living increases will not anply after 1978 and before they attain age
62, have an onset of disability or die (as provided in clause I of sub-
section ('a) (4) (B)).
Maximum family ben4ts

Section 202 of the bill restates section 203(a) of the. Social Security
Act with changes to take account of the new system for computing
PIA's based on wage-indexed earnings.

Paragraphs (1) and (2) of new section 2O3(a provides for a
formula for determining maximum family benefits. For workers who
became eliible for old-age insurance benefits. have an onset of dis-
ability, or die in 1979, the formula for determining the maximum fam-
ily benefit is:
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150 percent of the first $230 of PIA, plus
272 percent PIA over $230 through $332, plus
134 percent of PIA over $332 through $433, plus
175 percent of PIA over $433.

The resulting amounts will be rounded to the next higher $.10 if
not an even multiple of $.10.

For workers who become eligible for old-age insurance benefits,
have an onset of disability, or die in years after 1979, the dollar
amounts in the formula will be increased to take account of increases
in wages in the same way that the dollar amounts in the benefit formula
in section 215 (a) will be adjusted.

Subparagraph (C) of new paragraph (2) provides that by Novem-
ber 1 of each year after 1978, the Secretary will publish in the Federal
Register the formula that will be applicable to workers who become
eligible for old-age insurance benefits, have on onset of disability, or
die in the following year. The formula will not apply for determining
maximum family benefits for workers getting special minimum
benefits.

Subparagraph (D) of new paragraph (2) provides that the formula
in effect in a year will not apply to a worker who becomes eligible:for
a retirement or disability benefit or dies in that year if he was entitled
to a disability benefit for any of the 12 months before he reached age
62, had a new onset of disability, or died. In suoh cases, the year of
eligibility will be the year of onset of disability for the benefit the
worker was entitled to during the prior 12 months.

New section 203(a) (3) (A) provides that when the family maxi-
mum provisions apply to a child entitled on the earnings of more thaii
one insured worker, the maximum family benefit will not be less than
the smaller of (1) the sum of each of the maximum family benefits
(as under present law) or (2) 1.75 times the highest PIA possible in
the year based on AIME equal to 1/12 of the contribution and benefit
based effective in that year.

Section 203(a) (2) of the Act in effect prior to December 1978, the
general saving clause for beneficiaries entitled prior to January 1971,
is restated with reference changes and redesignated as section
203(a) (3) (B).

Section 203 (a) (3) of the Act in effect prior to December 1978 is
restated and redesignated as section 203 (a) (3) (C). Also, references
to "wife" are changed to "spouses" in order to take account of amend-
ments made by title IV of the bill, which, among other changes, elim-
inated gender-based references in the Act and provides benefits for
divorced husbands.

The new section 203 (a) (4) restates that the matter following para-
graph (3) of section 203 (a) of the Act in effect prior to December
1978, which provides that when the total of monthly benefits are
reduced for purposes of the maximum family benefit, each person's
benefit, except an old-age or disability insurance benefit, will be reduced
proportionately and deletes obsolete special provisions for reducing
benefits of illegitimate children.

Section 203(a) (4) of the Act in effect prior to December 1978 (the
"no-loss" saving clause) is redesignated as section 203 (a) (5) and is
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made applicable to all families whose benefits are limited by the family
maximum. Under present law, only families in which the worker's
benefit is reduced under section 202(q) are assured that the total bene-
fits will not be less after a benefit inërease than before the increase.

The new section 203(a) (6) provides that where an individual is
entitled to benefits based on the PIA's of 2 or more workers and one
of the PIA's is computed under the law in effect after 1978 and. the
other is computed under the law in effect prior to 1979, the total fam-
ily benefits will be reduced to an amount equal to 1.75 times the high-
est PIA possible in the month based on AIME equal to 1/12 of the
contribution and benefit base effective in that year.

The new section 203(a) (7) specifies that, subject to paragraph. 6,
the family maximum provisions in section 203(a) applicable under the
law in December 1978 will remain in effect for workers who become
eligible for old-age benefits, have an onset of disability, or die before
1979; for individuals who become eligible or die after 1978, the family
maximum provisions in effect after 1978 will govern unless, as specified
in new paragraph (2) (D), the worker was entitled to a disability
benefit for any of the 12 months prior to the month he attained age
62, had an onset of disability, or death.
Increa8e in delayed retirement credit

Section 203 of the bill amends section 202(w) of the Act to permit
the beneflts to be increased after age 65 under this section regardless
of whether the individual received any benefits reduced under section
202(q) prior to age 65.

This section further amends section 202(w) to provide that for
workers who become eligible for old-age insurance benefits after 1978,
the delayed retirement credit will be one-fourth of 1 percent per
month.
Conforming amendlnent8

Section 204(a) of the bill amends section 202(m) (1) of the Act to
provide that, as under present law, a sole-surviving dependent will get
a benefit equal to an amount no less than the minimum PIA provided
in subsection (a) (1) (C) (i) (I). That benefit will be automatically
adjusted under section 215(i) for increases in the cost of living begin-
ning with months after May of the year in which the insured worker
died.

Section 204(b) of the bill further amends section 202(w) of the Act
to conform the references to the special minimum PIA for months
before 1979 and for months after 1978.

Section 204(c) of the bill amends section 217(b) (1) of the Act to
provide a conforming change in that provision tO limit the references
to computation provisions in section 215 to mean those sections as in
effect prior to 1979.

Section 204(d) of the bill amends section 224(a) of the Act to retain
the use of AM rather than AIME in the determination of average
current earnings for purposes of determining the workmen's compen-
sation offset.

Section 204(e) of the bill amends section 1839(c) (3) (B) of the Act
to revise the method of automaticaUy adjusting the supplementary
medical insurance premium. The premium will be adjusted by using
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the percentage increase in PIA's based on AIME of $900. As under
present law, the percentage is determined from May 1 of the year of
promulgation to the following May 1.

Section 204(f) of the bill amends section 104(j) (2) of the Social
Security Amendments of 1972 to refer to the section of the law defining
elapsed years as amended by this bill.
Effective date

Section 205 of the bill provides that the amendments made in title
II of the bill other than section 201(d) will be eeetive with respect
to monthly benefits and• lump-sum death payments for months after
1978. The amendments made by section 201(d) (the simplified method
for computing PIA's where wages prior to 1951 àr included in the
computation) will be effective with respect to monthly benefits of an
individual who becomes eligible for an old-age disability benefit, or
dies after December 1977.

TITLE Ill—COVERAGE UNDER THE' OLD-AGE SURVIVORS AND DISABILITY
INSURANCE PROGRAM

iSection 301. Coveraqe of Federal emplOyee8
Section 301 of the bill repeals the exclusion from social security

coverage of services performed in the employ of the. Federal
Government.

Section 301 (a) of the bill amends section 210(a) of the Social .Seu-
rity Act to repeal paragraphs(s) and (6), which now exclude from
the definition of "employment" service performed in the employ of the
United States or an instrumentality of the United States which is
covred by a retirement system established by United States law,. and
of, certain other instrumentalities of the United States. It also makes
the technical and conforming changes in other provisions of the Act
which are necessary to reflect the repeal of this exclusion.

Section 301(b) of the bill amends section 3121 of the Internal
Revenue Code of 1954 to conform to the amendment made in section
210(a) of the Act by section 301 (a) of the bill.

Section 301 (c) of the bill provides that these amendments will bu
effective with respect to service performed after December 1981.

Sectjon 301(d) (1) of the bill provides that the Secretary, in con-
sultaIion with the Civil Service Commission shall make a study on
how ,best to coordinate the benefits of the civil service retirement sys-
tem/with the OASDI program to develop for Federal employees a
co4ibined program of retirement, desirability, and related benefits to
asure that employees are no worse off, comparing their benefits under
the combined program with the benefits they would receive under the
Federal staff systems then in effect, after their coverage under the
OASDI program.

Section 301(d) (2) of the bill provides that no later than January 1,
1980, the Secretary shall submit a report of the study to Congress.
The report will contain a specific and detailed plan for coordination
of the two systems including provisions for financing and benefits.

Section 301 (e) of the bill provides that the Secretary shall carry
out a study of how best to coordinate the Medicare program and the
program established by the Federal Employees Health Benefits Act
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with the objective of developing for Federal employees a combined
health. insurance program to accompany the retirement and disability
program developed under subsection (d). The combined health insur-
ance program shall assure that Federal employees are no worse off
under that program than they were under the Federal Employees
Health Benefits Act. A report of the study shall be submitted to Con-
gress along with the report submitted under subsection (d) (2).
Section 3O. Coverage of State and local employee8

Section 302 (a) of the bill eliminates the provisions in present law
for terminations of coverage of State and local employment.

Section 302(a) (1) of the bill amends section 218(g) of the Social
Security Act to make the provisions under present law for termina-
tion of coverage under a State's agreement with the Secretary subject
to a new paragraph, (4), which is added by Section 302(a) (2) of
the bill.

Section 302(a) (2) of the bill adds to section 218(g) of the Act a
new paragraph, (4), to provide that social security coverage under a
State's agreement with the Secretary may not be terminated unless the

-2 years' advance notice required under present law is given before
September14, 1977.

Section 3O (b) of the bill provides compulsory coverage for em-
ployees f State and local governments with respect to services per-
orrned aftr Decemiier 1981.

SeOtion302(b) (1) of the bill repeals section,..2i8.of the Act which
provides coverage for employees of State and ioeâl governments under
voluntary agreements between the States and the Secretary.

Sêt1on 302(b) (2) of the bill amends section 210(a) of the Act to
remove the, exclusion from the. definition of "employment" of services
performed by employees of a State or political subdivision and certain
services Performed in the employ of the District of Columbia or the
Goveriuent of Guam and American Samoa;

Section 302(b) (3) of the bill amends section 3121(b) of the Internal
Retn1ie Code to remove the exclusion from the definition of "emplo -
ment" of services performed by employees of a State or political su -
division.atid certain services performed in the employ of the District of
olwnbia,:or the Govqrnments of Guam and American Samoa.

Setiöii 302(c) of the bill amends certain provisions of the Internal
Revenié Code of 1954 to provide that, for purposes of adjustments
beuse of paymnt of insufficient or excess employment taxes, State
and-loc$ governments and their employees will be treated the same as
other nn'foreign governments and their employees.

CctiOn 302(c) (1) (A) of the bill redesignates Sections 3126 tnd
81oftie Code as Sections 3127 and 3128 respectively and adds a new
section 8126. The new section permits the Governor of a State and his
deSigñe to make returns and payments of social security contribu-
tiois for State and local employment in the State The new section also
peith'tbe person making a return to pay the employer's contnbutions
without '*egard to the limits imposed by the contribution and benefit
base. '(Tbis provision is consistent with provisions inyresent law withrpc employment for the Governments of (xuam, Amencan
Samoa, and the District of Columbia.)



Sec1ot 3O(c) (1) (B) o the bill anends the t,abie o sec,ions for
chapter 21 of the Code to conform to the amendment made by section
302(c) (1) (A) of the bill.

Section 302(c) (2) (A) of the bill amends section 6205(a) of the
Code by changing the references in paragraphs (3) and (4) from "sec-
tion 3125" to "section 3216" and by redesignating those two paragraphs
as paragraphs (4) and (5) respectively. This section of the bill also
adds a new paragraph (3) to provide that, for purposes of adjustments
because of payments of insufficient social security employer and em-
ployee contributions, railroad retirement employer and employee taxes,
and employees' withheld income taxes, with respect to remuneration
for employment received from a State or political subdivision or in-
strumentality which is wholly owned by the State, the Governor of the
State and each person designated by him under section 3126 of the
Code shall• be treated as separate employers. (This provision is con-
sistent with provisions in present law with respect to remuneration for
employment received from the Governments of the United States,
Guam, American Samoa, and the District of Columbia.)

Section 302 (c) () (B) of the billamends section 6413 (a) of the Code
to conform to the amendment made by section 302(c) (1) (A) of the bill
and by redesignating paragraphs (3) and (4) as paragraphs (4) and
(5) respective'y. This section of the bill also adds a new paragraph (3)
to provide, that, for purposes of adjustments because of payment of
excess social security employer and employee contributions, railroad
retirement employer and employee taxes, and employees' withheld in-
come taxes with respect to renumeration received for employment from•.
aState or political subdivision or instrumentality which is wholly
owned by the State, the Governor of the State and each person desig-
nated by him under section 3126 of the Code shall be treated like sepa-
rate employers. (These provisions are consistent with the provisionsin,
present law with respect to remuneration for employment received
from the Governments of the United States, Guam, American Samoa,
and the District of Columbia.)

Section 302(c) (2) (C) of the bill replaces subparagraph (B) of
section 6413(c) (2) of the Code with a new subparagraph (B). (Un-
der the present subparagraph (B), remuneration for services covered
by an agreement between a State and the Secretary of Health, Edu-
cation, and Welfare under section 18 of the Act is treated as covered
wages and the contributions made with respect to such remuneration
are treated as other social security contributions for purposes of mak-
ing refunds to employees for payment of excess social security em-
ployer and employee contributions, railroad retirement taxes, and
withheld employees' income tax.) The new subparagraph (B) pro-
vides that the Governor of a State and each person designated by him
under section 3126 of the Code shall be treated as a separate employer
for purposes of refunding to employees the excess employment taxes
paid on remuneration received from State or a subdivision or an in-
strumentality which is wholly owned by the State. (This provision is
consistent with provisions in present law with respect to refunds of
employment taxes for employees of the Governments of the United
States,: Guam, American Samoa, and the District of Columbia.) Plus
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section of the bill :al amends subparagraphs (D), (E), and (F) of
section 6413(C) (2) of the Code to coiform to the amendment made by
section302(c) (1) (A) of the bill.

Section 302(c) (3.) of the bill amends section 230(c) of the Act to
conform to the amendment made.by section 302(c) (1) (A) of the bill.

•Section 302(d) Of the bill makes changes to. the Aèt to conform
with the repeat of sectiOn 218o the Act.

Section 302(d) (1) of the bilLoinends section 205 (c)(5) (F) (iii) of
the Act to provide that, after the repeal of section 218 of the Act, the
social security earnings records of State and local employees can be
corrcted after the statute of limitations has run if assessments of the
amounts due under section 218 of the Act were made within the pre-
scribed time limits.

Section 302(d) (2) of the bill amends section 209(i) of the Act
(which covers as wages sick pay, to an employee over age 62) to re-
move the reference to section 218 of the Act.

Section 302(d) (3) of the'bill amends section 210(a) (10) (B) (ii) of
the Act (which makes an exception to the exclusion from covered em-
ployment of services performed by students in schools, colleges,' and
univerities when such services are covered under an agreement be-
tween a State and the Secretary) to remove the reference to section 218
of the Act.

Section ao (d) (4) of the bill repeals section 210(k) of the Act which
provid compulsory coverage for certain employees of transportation
systems acquired by a State or political subdivision from private own-
Orship.

S&tion 302(d) (5) of the bill amends section 211(c) (1) of the Act
(whieh, includes in the definition of a trade or business, functions per-
formed by a State or 'ocal oflcial compensated solely on a fee basis) to
remove the ieference to section 218 of the Act.

Section 302(d)(6) oft'he bill amends section 211(c) (2) (E) of the
Act (which makes'an exception to the exclusion from the definition of
trade or business of service performed by an employee if the service is
perforrne by an employee of a State or political subdivision compen-
sated, solely on a fee basis) to remove' the reference to section 218,, of
the Act.

Section 302(e) of the bill makes changes to the Code consistent 'with
the repeal of setion 218 of the :Act.

Section 302(e) (1) of the bill amends section 1402(b) of the Code
(which defines self-employment income) to remove the reference to
section 218 of the Act.

Section 302(e) (2) of the bill amends section 1402(c) (1) of the Code
(which includes in the definition of a trade or business functions per.
formed by a Sta.te or local official' compensated solely on a fee basis)
to remove the reference to section 218 of the Act.

Section 302(e) (3) of the bill amends section 1402(c) (2 (E) of the
Code (which makes an exception to the exclusion from the definition
of trade or busihess of serviceperformed by anmplovee of a State or
local subdivision if. the service is compensated solely on a fee basis) to
remove the reference to section 218 of the Act.



Section 302(e) (4) of the bill amends sections 3121(b) (10) (B)
(ii) of the Code (which makes an exception to the exclusion from cov-
ered employment of services performed by students in schools, colleges,
and universities, when such services re covered under an agreement
between a State and the Secrtary of Health, Education, and Welfare)
to remove the reference to sectioii 18 of the Act.

Section 3O(e) (5) of the bill repeals section 3121(j) of the Code,
which provides compulsory coverage for certain employees of trans-
portation systems acquired by a State or political subdivision from
private ownership.

Section 3O2 (e) (6) of the bill repeals section 6511(d) (5) of the
Code, which permits a refund of an overpayment of self-employment
tax to a Sthte or local employee where the overpayment is attributable
to retroactive social security coverage.

Section 302(f) of the. bill provides that sections 302(b) through
302(e) (5) apply with respect to services performed after December
1981, nd section 30(e) (6) applies with respect to claims accruing
after December 1981.
Section 303. Coverage of enlployee8 of iwnpro fit orgardzaton8

Section 303(a) of the bill phases out the provisions in present law
for terminations of coverage of employment for tax-exempt, nonprofit
órgánizations described in section 501(c) (3) of the Internal Revenue
Code of 1954.

Section 303(a) (1) (A) of the bill amends section 312(k) (1) (D)
of the Code to provide that termination of coverage of emplöyees of
nonprofit organizations is subject to the conditions specified in the new
section 3121(k) (1) (G) of the Code.

Section 303(a) (1) (B) of the bill adds a new section 312(k) (1)
(G) to the Code to provide that social security coverage of employees
of a nonprofit organization may not be terminated by the organiza-
tion unless the 2 years' advance notice required under present law is
given before September 14, 1977.

Section 303(a) (2) of. the bill amends section 3121(k) () of th
Code to provide that coverage of employees of a nonprofit organiza-
tion may be terminated by the Secretary with concurrence of the Sec-
retary of Health, Education, and Welfare only if the required 60-day
notice is given before September 14, 1977.

Section 303(b) of the bill provides compulsory coverage for em-
ployees of nonprofit organizations with respect to services performed
after December 1981.

Section 303(b) (1) of the bill amends section 210(a) (8) of the Social
Security Act by deleting subparagraph (B),thus eliminating from the
list of services excluded from the definition of "employment" those
services performed in the employ of the tax-exempt, nonprofit orga-
nizations.

Section 303(b) (2) of the bill amends section 3121(b) (8) of the Code
to conform.to the amendment made by section 303(b) (1) of the bill.

Section 303(b) (3) of the bill repeals section 3121(k) of the Code
(ielating to exemption of religious, charitable, and certain other orga-
nizations).



86

Sect io %4. Creding o1 certain Federal, State, and local service, and
certain service for nonprofit organi2ation8, performed prior to the
effective date of coverage

Section 304 of the bill amends section 213 of the Social Security Act
to add a new subsection (d). The new subsection provides quarter-of-
coverage credits in the case of an individual who performed services
in the employ of the United States, a State or political subdivision, or
a tax-exempt nonprofit organization before coverage is provided for
such services (by the repeal of paragraphs (5) and (6) of section
210 (a) of the Act by section 301 (a) of the bill) and who also performs
services in the same kind of employment and derives at least 6 quarters
of coverage from such services after coverage is provided for such
services under provisions of the bill. Each calendar quarter in which
such an individual performed any such services before coverage was
provided under provisions of the bill is treated as a quarter of coverage
if it is not otherwise a quarter of coverage.
Section 805. Excu8ion from coverage of certain limited partner8hip

income
Section 305(a) of the bill amends section 211(a) of the Social Se-

curity Act byadding a new paragraph (11), which excludes from the
definition of "net earnings from self-employment" the distributive
share of income or loss received by a limited partner from the trade or
buthness of a limited partnership. This exclusion does not extend to
guaranteed payments as defined in section 707(c) of the Internal Reve-
nue Code of 1954, such as salary and professional fees, received for
services actually performed by the limited partner for the partnership.

Section 305(b) of the bill amends seotion 1402(a) of the Code by
adding a new paragraph (12), which provides a change relating to
dfithtion of "net earnings from self-employment" to conform to the
amendment mde to section 211 (a) of the Act by section 305 (a) of
the bill.

S&ion 305(c) of the bill provides that the amendment will apply
with respect to taxable years beginning after December 31, 1977.
Section 806. Tax on empojier8 of i'ndi.vidualB who receive income from

tip8
Section 306 (a) of the bill amends section 3121 of the Internal Reve-

nue Code of 1954 by adding a new subsection (s), whiih provides thait
tips received by employees whicth are deemed to be wages under the
Fair Labor Standards Act of 1938 will also be deemed to be wages
under the Federal Insurance Contributions Act.

Section 306(b) of the bill amends section 3111 of the Code to impose
social securjty taxes on employers for t;ips received by their employees
deemed to be wages under the Fair Labor Standards Act.

&cition 306(c) of the bill provides that the amendment will be
effective with respect to wages paid for employment performed after
December 1977.

Section 307. Revocation of exemption from coverage by clergymen
Section 307 of the bill permits clergymen who have waived social

security coverage to revoke their waivers.
Section 307(a) of the bill provides that a minister or Christian

Science practitioner who has received an exemption under section
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1402(e) of the Internal Revenue Code from the payment of social
security contributions which is in effect for the taxable year in which
the bill is enacted may revoke the exemption by filing an application
for revocation. Such application must be filed before the minister or
Christian Science practitioner becomes entitled to social security re-
tirement or disability benefits and no later than the due date of his
Federal income tax return for his first taxable year beginning after
the date of enactment of the bill. The revocation will be effective for
social security benefit purposes and for self-employment tax purposes
for the applicant's first taxable year ending on or after the date of
enactment of the bill or beginning after that date (whichever is
specified in the application) and for all succeeding taxable years. An
individual whose exemption is revoked may not again file for an
exemption. An application which is filed on or after the due date of
the applicant's first taxable year ending on or after the date of enact-
ment of the bill and which is effective for that taxable year must be
accompanied by payment of the self-employment taxes due on the
self-employment income derived in that taxable year.

Section 307(b) of the bill provides that the revocation provided
in subsection 307 (a) will apply (to the extent specified in subsection
307 (a)) to services performed in taxable years ending on or after the
date of the enactment and for social security cash benefits payable
for months in or after the calendar year in which the application for
revocation is filed.
Sectiort 808. International agreement with respect to 800zal 8eourty

beneflt8
Section 308 (a') provides that title II of the Social Security Act is

amended by adding a new section 233 entitled "International Agree-
ments."

Subsection (a) of the new section 233 authorizes the President to
enter into agreements establishing totalization arrangements between
the social securi.ty systems of the United States and of any foreign
country. The purpose of such an agreement is to permit each country
to establish entitlement to old-age, survivors and disability benefits
and to benefits derived therefrom on the basis of an individual's
credits in both countries, and in such cases to permit the establishment
of special benefit amounts.

Subsection (b) (1) of the new section 233 defines "social security
system" with respect to a foreign country as a social insurance or pen-
sion system which is of general application in the country and which
pays periodic benefits (or the actuarial equivalent thereof) on account
of old-age, death, or disability.

Subsection (b) (2) of the new section 233 defines the term "period
of coverage" as a period of payment of contributions of a period of
earnings based on wages for employment or on self-employment in-
come, or any similar period recognized as equivalent under the U.S.
social security system or that of the country party to an agreement
entered into under the new section 233 of the Act.

Subsection (c) (1) of the new section 233 prescribes certain provi-
sions that must be contained in any agreement.

Subsection (c) (1) (A) requires that an agreement contain provi-
sion for combining periods of coverage under the Act with periods of
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coverage under the foreign social security system for purposes of
determining entitlement to and the amount of benefits under the Act.
Subparagraph (A) also requires that an individual have at least 6
quarters of coverage under the Act before his periods of foreign cov-
erage can be combined with his periods of coverage under the Act.

Subsection (c) (1) (B) (i) requires that an agreement contain provi-
sions for the elimination of dual coverage. United clause (i), an agree-
ment must provide that employment or self-employment (or service
recognized as equivalent under the Act or the social security system of
the foreign country party to the agreement) shall, on or after the effec-
tive date of an agreement, result in a period of coverage under the Act
or under the foreign system, but not under both.

Clause (ii) of subsection (c) (1) (B) requires than an agreement
contain a provision setting forth the methods for determining under
which system the service shall result in a period of coverage. Under this
clause, .a worker with a permanent connection with one system is cov-
ered by existing law under the other system, an agreement could pro-
vide that coverage be under the system with which the worker has
the permanent connection. Further, where the work of a national of
one country for a national of the other country now is not covered
under any system [escapes coverage altogether], an agreement could
cover him under one of the two systems.

Subsection (c) (1) (C) requires that an agreement contain a provi-
sion for payment of partial benefits under the Act where entitlement is
acquired on the basis of combined periods of coverage under title II
and under the foreign system. The benefit payable under the Act will
be based on the proportion of the individual's periods of coverage
completed under the Act.

Subsection (c) (2) describes two types of provisions that may be be
included in an agreement. Subparagraph (A) permits an agreement
to make an exception to the existing alien non-payment provisions
(section 202(t) of the Act) by permitting payment of benefits to
any individual residing in the other country who qualifies for a benefit
under the Act without recourse to an agreement or for a benefit under
an agreement.

Subsection (c) (2) (B) permits an agreement to provide that 1f a
resident of the United States receives benefits under an agreement both
from the United States and from the other country party to the agree-
ment, and the total amount of the two benefits is less than the minimum
for which he would qualify under the U.S. system if all his periods of
coverage had been covered under the U.S. system, the United States
will supplement the amount to raise it to the minimum benefit for
which he would have qualified. (This minimum would be the amount
based on the lowest figure in the table in section 215 (a) of the Act,
but for persons becoming eligible after 1978, the amount would he
frozen at the December 1978 level.)

Subsection (c) (3) of the new section 233 provides that an individ-
ual who qualifies for a cash benefit under the Act only by combining
quarters of coverage under the Act wi.th periods of coverage under
a foreign system will not thereby become entitled to benefits under
section 226 of the Act (Part A of Medicare).
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Subsection (c) (4) of the new section 233 permits an agreement to
contain other provisions not inconsistent with ection 233.

Subsection (d) of the new section 233 authorizes the Secretary to
make rules and regulations and to establish reasonable nd necessary
procedures to carry out an agreement.

Subsection (e) (1) of the new section 233 provides for oversight
of agreements by Congress by providing that any agreement entered
into must be transmitted to Congress by the President.

Subsection (e) (2) provides that an agreement cannot go into effect
until 90 days after it has been transmitted to the Congress. (If the
Congress concurs in the proposed agreement, no action by the Con-
gress will be necessary. If the Congress disapproves of the proposed
agreement, or wishes to alter ny of its provisions, it will be necessary
to enact a statute to that effect.)

Section 308(b) (4) of the bill provides that where an agreement is in
ternal Revenue Code of 1954 necessary to implement subsection (c)
(1) (B) (i) 'of the new section 233 which provides for the elimination of
dual coverage and the designation of which system will cover the work
of an individual. Amendments are made by adding new subsections (c)
to section 1401 (self-employment tax), section 3101 employee FICA
tax) and section 3111 (employer FICA tax) of the Lode. Each of the
new subsections provides for an exemption from the respective taxes
to the extent that the self-employment income or wages involved are
taxed under the social security system of the foreign country.

Section 308(b) (3) of the bill amends section 6051(a) of the Code
(relating to receipts for employees (Forms W—2) which employers
must furnish after the close of each calendar year) by adding a new
sentence at the end of section 6051(a). The new sentence provides that
wages exempted from the taxes imposed by sections 3101 (employee
FICA tax) and section 3111 (employer FICA tax) of the Code pur-
suant to section 3101 (c) or section 3111(c) of the Code as added by
section 308(b) (2) of the bill shall not be included in the total amount
of wages as defined in section 3121 (a) of t.he Code (FICA wages) for
purposes of the W—2. (This provision is intended to avoid the con-
ciderable administrative problems for the Social Security Administra-
tion and the Internal Revenue Service which would occur if wages ex-
empted from FICA taxes under a totalization agreement were required
to he included in the total amount of FICA vTages paid as shown on
he Form W—2.)

Section 308 (b) (1) and (2) of the huH makc amendments to the In-
effect between the United States and another country. an individual
may not chum an income tax deduction or credit for the payment of
the foreign socia' security tax.
Section .909. Validation of jast Social Security coverage for Certain

Illinois policemen and firemen.
Section 309(a) of t.he bill validates coverage of certain earnings er-

roneously reported to the Secretary by the State of Illinois by deeminr
the agreement between the Secretary and the State of Illinois provid-
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ing coverage for State and local employees in Illinois to apply[es] to
all services performed prior to December 31, 1977, by any individual
employed by the State of Illinois or by a political subdivision in a
policeman's or fireman's position covered by the Illinois Municipal
Retirement Fund. The validation would apply only for those services
for which the State of Illinois has paid to the Secretary of the Treas-
ury the sums due for such services under section 218(e) (1) (A) of the
Act (amounts equivalent to social security employer and employee
cQntributions) and has not received a refund or has received a refund
but repays th refund to the Secretary of the Treasury within 90 days
after the date of enactment of the bill.

Section 309(b) provides that the validation of coverage authorized
by subsection (a) shall not apply with respect to services performed by
individuals employed by any political subdivision which indicates in
a manner and within a period to be prescribed by the Secretary that it
does not wish the validation to apply with respect to those services.
Section 310. Coverage for policemen and firemen in Missi8sippi

Section 310 of the bill amends section 218(p) (1) of the Social
Security Act to add the State of Mississippi to the list of States spe-
ficially named in the law which may modify their section 18 agree-
ments to provide coverage under the social security program for police-
men and firemen who are in positions under a State or local retirement
system.

The provision would be effective upon enactment but coverage per-
mitted by the provision would be effective on whatever date is specified
by the State of Mississippi in the modification of its agreement, but
could not be earlier than the beginning of the fifth year bef ore the year
in which the coverage is arranged.
Section 311. Coverage under divided retirement sy8tem for State and

loca employees in New Jer8ey
Section 311 of the bill amends section 218(d) (6) (C) of the Social

Security Act to add the State of New Jersey to the list of States spe-
cifically named in the law which may modify their section 218 agree-
ments to divide a retirement system to provide coverage under the so-
cial security program for those current retirement system members who
want coverage and for all future employees.

The provision would be effective upon enactment but the effective
date of coverage permitted pursuant to the provision wou]d be what-
ever date is specified by the State of New Jersey in the modification of
its agreement, but could not be earlier than the beginning of the fifth
year before the year in which the coverage is arranged.
Section 8i. Coverage, of 8ervice under Wisco?lsi retirerne?t System

Section 312 of the bill amends section 218(m) (1) of the Social Se-
curity Act by adding "or any successor system" after "the Wisconsin
Retirement Fund". Under this change, the special provisions that ap-
ply to the Wisconsin Retirement Fund would apply to any successor
to that fund.

This section would be effective upon enactment.
Section .318. Conforrni'ng arnendment8

Section 313(a) of the bill redesignates paragraphs (8) through
(20) in section 210(a) of the Social Security Act as paragraphs (5)
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through (17) respectively and makes conforming changes in refer-
ences cited in sections 205(o), 210(b), and 211(c) (2) of the Act.

Section 313(b) of the bill redesignates paragraphs (8) through
(20) in section 3121(b) of the Internal Revenue Code of 1954 as para-
graphs (5) through (17) respectively and makes conforming changes
in references cited in sections 1402, 3121, and 3124 of the Code.

Section 313(c) of the bill makes a conforming change in a reference
cited in section 18(2) of the Railroad Retirement Act of 1974 to reflect
the renumbering of paragraphs in section 210(a) of the Act by sec-
tion 307(a) of the bill.

Section 313(d) of the bill provides that these amendments will be
effective with respect to service performed after December 1981.

TITLE Iv—ELIMINATI0N OF GENDER-BAsED DI5TINCTION5 UNDER THE OLD-

AGE SURVIVOR5 AND DI5ABILITY PROGRAM

Part A—Equalization of Treatment of Men and Women Under the
Program

Section 401. Divorced hn8bancls
Section 401 of the bill provides benefits based on a retired, disabled,

or deceased woman's social security earnings record for a divorced
husband or surviving divorced hnsband on the same basis as benefits
are now provided for women in like circumstances (Section 416 of
the bill will later shorten the duration-of-marriage requirement for
divorced men and women.)

Section 401(a) (1) of the bill amends section 202(c) (1) of the Act,
which provides husband's insurance benefits based on a retired or dis-
abled woman's social security earnings record, to provide benefits for
the divorced husband age 62 or over of a retired or disabled worker.

Section. 401(a) (2) of the bill further amends section '202(c) (1) of
the Act by adding a new subparagraph (C) which provides that a
divorced husband (like a divorced wife) must not be married at the
time he applies for benefits in order to become entitled to benefits
based on his former wife's earnings. (This provision is subsequently
repealed by Section 415 of the bill.)

The section also provides that benefits for husbands and divorced
husbands will be terminated in the same situations as benefits for
wives and divorced wives are now terminated by adding to the rovi-
sions of present law for terminating entitlement to husband's insur-
ance benefits. Thus, husband's benefits will also terminate (1) when a
retired or disabled worker and her husband are divorced and either
he has not reached age 62 or he has reached age 62 but has not been
married to the worker for a period of 20 years immediately before the
divorce, or (2) when a divorced husband marries a person other than
the worker. (The latter provision is subsequently repealed by the pro-
visions of section 415 of the bill.)

Section 401 (a) (3) of the bill makes a conforming change ili cction
202(c) (3) of the Act to provide that, except as provided in section
202(q) of the Act, the amount of a divorced husband's monthly bene-
fit will be equal to one-half the primary insiirance amount of his former
wife.
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Section 401 (a) (4) of the bill further amends section 202(c) of the
Act by adding a new paragraph (4) to provide that marriage to cer-
tain social security beneficiaries (women receiving benefits as an adult
disabled since clii1dhiood or a divorced wife, widow, mother, or parent)
vill not terminate benefits for divorced husbands, as is now the case
for divorced wives. (This provision will be obviated by the prOVi5iOl15
of section 415 of this bill.)

Section 401(a) (5) of the bill further amends section 202(c) of the
Act. to make a conforming change to take account of the redesignation
(in section 401 (a) (2) ) of subpaiagiaph (C) of section 202(c) (1) as
sithparagraphi (D).

Section 401 (a) (6) of the bill amends section O2(b) (3) (A) of the
Act, which allows coiitnuation of benefits for divorced wives who
marry certain other social security beneficiaries, to Pio\'ide that beiie.-
fits for a divorced wife will iiot be terminated because of marriage to
a person receiving benefits as a (livolced husband. (These provisions
will be obviated by the provisions of section 415 of th1e bill.)

Section 401 (a.) (7) df the bill makes a conforming change. in section
202(c) (1) (E) of the. Act, as redesignated by section 401(a) (2) of the
bill.

Section 401(b) (1) of the, bill amends section 202(f) (1) of the Act,
which provides widower's insurance benefits based on a deceased
woman's social security earnings record, to p1o\ide widower's iiisui—
ance benefits for the surviving divorced husband, age 80 or over, of a
deceased worker.

Section 401(b) (2), (3), and (4) of the bill make conforniing
changes in sect.ion 202(f) (widower's insurance benefits) of the Act to
make reference to a deceased former spouse as vell as a deceased
spouse.

Section 401(b) (5) further amends section 202(f) (4) to make a
conforming reference to tl1e rnarriag rather than remarriage of a
surviving divorced husband and to iefcr to a surviving divorced hus-
band's entitlement to benefits as well as a widower's entitlement.

Sections 401(b) (6), (7), and (8) of the bill amend sect.ions 202(e)
(3) (A), 2O2(g) (3) (A), and 202(h) (4) (A) of the Act respectively
which relate. to continuation of benefits for widows, mothers and
parents, respectively who marry certain other social security bene-
ficiaries to provide that tl1eir benefits will not be terminated becamse
of marriage to a person receivii1g benefits as a divorced husband.
These sections of the. Act will be repealed effective January 1, 1979
by section 415 of this bill which eliminates marriage. or remarriage
as a factor terminating or redicirig benefits.

Section 401(c) (1) of the bill an1em1ds section 216(d) of the Act
to provide definitions of "divorced husband" arid "surviving divorced
husband" as a man divorced from an individual (or an ii1dividual
who has died) but only if } vas married to such individual for 20
years immediately before the divorce. The definition and duration-
of-marriage, requirement are equivalent to the current definition of
and requirement for a divorced wife. and surviving divorced wife. in
Section 216(d). The. duration-of-niarriage requirement for divorced
spouses will be reduced fron1 20 years to 5 years effective January 1,
1979. by Section 416 of this bill.
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Section 401(c) (2) of the bill amends the heading of section 216(d)
of the Act by changing it from "Divorced Wives; Divorce" to
"Divorced Spouses; Divorce".

Section 401(d) (1) of the bill amends section 205(b) of the Act,
which relates to the procedural rights of individuals applying for
benefits, to make a conforming change adding divorced husbands and
surviving divorced husbands to the list of individuals who can request
a hearing.

Section 401(d) (2) of the bill amends section 205(c) (1) (C) of
the Act to make a conforming change by including a surviving
divorced husband in the definition of a "survivor".
Sectio 402. J?en?arriI.qc of 8vrvivinq spouse before age 60

Section 402 of the bill amends section 202(f) (1) (A) of the Act
to replace the existing requirrnent for entitlement to widowers insur-
ance benefits that a widower must not have remarried before age 60
with the requirement that he not be married at the time he applies for
suchberiefits, as is now the case for widows. (Section 2Q(f) (1) (A)
as amended by this section would be deleted by section 415(d) of the
bill which provides that marriage or remarriage will not bar entitle-
ment to widower's benefits).
Section 403. Illegitimate children

Section 403 of the bill provides that an illegitimate childs status for
purposes of entitlement to children's insurance benefits will be deter-
mined with respect to the child's mother in the same way as it is now
determined with respect to the child's father. The section also amends
the Social Security Act to conform to a 1974 Supreme Court decision
in Jimene v. Weinberger, which provided that certain illegitimate
children could get benefits based on a disabled worker's earnings if the
relationship and/or living with or support renuirements in the statute
are met at the time the child applies for benefits instead of before the
worker becomes disabled. and makes a similar change with respect to
children of retired workers (which were not covered by the Court's
decision).

Section 403(a) of the bill amends section 216(h) (3) of the Act to
provide that, as in the case of a man under present law, a woman's
illegitimate child who cannot inherit from her under applicable State
interstate property law and who, as a result, is not considered to be her
child for social security benefit purposes, and cannot be deemed to be
her child for such purposes under other provisions of such section 216
(h) (3) (which arecurrently the same for men and women) will never-
theless be deemed to be her child for social security benefit purposes if
the woman has been decreed by a court to be the child's mother, or, al-
ternativey, the woman is shown by evidence satisfactory to the Secre-
tary of Health, Education, and Welfare to be the child's mother and
was living with or contributing to the child's support at the time the
child applies for benefits.

Section 403(b) of the bill amends section 215(h) (3) (A) (i) of the
Act (to parallel the Supreme Court decision in Jimene v. Weinberger)
to repeal the time requirement in present law that, for purposes of
child's insurance benefits for an illegitimate child who cannot inherit
from his parent under applicable State interstate property law, a
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retired worker's acknowledgement or a court decree that. the child is
his son or daughter or a court order of support iiiiist be made not less
than one year before the worker became entitled to old-age insurance
benefits or reached age 65.

Section 403(c) of the. bill amends section 216(h) (3) (A) (ii) of the
Act (to parallel the Supreme. Court decision in .J/rnee v. Weinberge)
to replace. the present requirement that a 1etire(l worker who is shown
by evidence. satisfactory to the. Secretary to he the Parent of an illegiti-
mate child who cannot inherit from his pareiit under app1icabl Sttte
interstate, 1)1opei'ty law was ]iving with or contributing to the child's
support at the time the worker became entitled to old-age ilIsUlaiic
benefits or reached age 65, with a iequiienient that. such living wit]i or
Support requirement be met. at the time the child applies for benefits.

Section 403(d) of the bill amends section 216 (Ii) (3) (B) (i) of the
Act (to conform to the Supreme Court decision in Jimene v. TVein
berger) to repeal the, time requirement in present ]aw that, for purposes
of child's insurance benefits for an illegitimate child who cannot inherit
from his parent under applicable State interstate property law, a dis-
abled worker's acknowledgement or a court (lecre.e that the. child is his
son or daughter or a court order of support must be made before the
worker's most recent perio(1 of disability began.

Section 403(e) of the bill amends section 216(h) (3) (B) (ii) of the
Act (to conform to the Supreme Court decisioii in Jiniee v. Wein-
herger) to replace the present requirement that a disable(l worker who
is shown by evidence satisfactory to the Secretary to be the parent of an
i]legitimate child who cannot inherit from his PalelIt under applicable
State interstate property law was ]iving with or contributing to the
child's support at the time the worker's most recent peiiol of disability
began, with a requirement that such living with or support require-
ment be met at the time the child applies for benefits.
Section 404. Tran8itional i9ured status

Section 404 of the bill amends section 227 of the Social Security Act,
which provides benefits for certain people who do not meet the regu-
lar insured status requirements to provide befits for hiubands and
widowers (where comparable benefits are paid to wives and widow's
under present law).

Section 404(a) of the bill amends section 227(a) of the Social
Security Act to provide for the payment of husbands' benefits under
section 227.

Section 404(b) of the bill amends section 227(b) and 227(c) of the
Social Security Act to provide for the payments of widowers' bene-
fits under section 227.

Section 404(c) of the bill amends section 216 of the Socrnl Security
Act by adding a new section 216(a). (The previous section 216(a),
defining retirement age, was repealed in 1961.) The. new section 216(a)
would define "spouse" as a wife or husband as defined in subsection
216 (b) or (f), respectively, and "surviving spouse" as a widow or
widower as defined in subsection 216 (c) or (g), respectively.
Sectio% 405. Equaliaton of benefits under section 28

Section 405 of the bill amends section 228 of the Act, which provides
special payments to certain uninsured individuals, to provide that



each member of an eligible couple will get an equal payment (rather
than, as under present law, a larger amount for the man and half that
amount for his wife).

Section 405(a) of the bill amends section 228(b) (2) of the Social
Security Act to provide that whre a husband and wife are both re-
ceiving benefits under section 228 both of them will receive the same
amount, the greater of $48.30 or $48.30 increased under the automatic
1)rovisions. ($48.30 is half the amount of the payment for a couple
under the last ad hoc benefit increase, enacted in 1973, and effective
June 1974. This amount. increased by the automatic cost of living in-
creases (8 percent in 1975, 6.4 percent in 1976, and 5.9 percent this
year) would now be $58.90 and subject to, future automatic increases).

Section 405(b) of the bill amends section 228(c) (3) of the Social
Security Act to provide that when both spouses are receiving benefits
under this section and one spouse is also receiving a governmental
pension, the benefit of the other spouse will be reduced by the amount
that the governmental pension exceeds $48.30 or $48.30 increased under
the automatic provision.

Section 405(c) of the bill authorizes the Secretary to increase the
$48.30 figure for those who get benefits under section 228 as amended
by t'hbenefit increases that have occured since 1974.
Section 406. Father's insurance beneflt8

Section 406 of the bill provides benefits based on a retired, disabled,
or deceased wornans social security earnings record for a husband,
divorced husband, widower, or surviving divorced father caring for
a minor or disabled child beneficiary on the. same basis as benefits are
provided for women in like circumstances.

Section 406(a) of the bill amends section.202(g) of the Act, which
provides mother's insurance benefits based on a deceased worker's so-
cial security earnings record for a widow or surviving divorced mother
caring for a minor or disabled child beneficiary, by changing the words
in the present section that refer on'y to women—for example, widow—
to words that refer to either men or women—example, surviving
spouse—so as to provide benefits for a widower as well as a widow,
and a surviving divorced father as well as a surviving divorced mother,
on the same basis as for women.

Section 406(b) of the bill amends the heading of section 202(g) of
the Act by changing it from "Mother's Insurance Benefits" to
"Mother's and Father's Insurance Benefits".

Section 406(c) of the bill amends section 216(d) of the Act (as
amended by section 401 of the bill) to provide definitions of "surviving
divorced father" and "surviving divorced parent." A surviving di-
vorced father is defined as a man divorced from an individual who has
died if (a) he is the father of her son or daughter, or (b) he legally
adopted her son or daughter, or (c) she legally adopted his son or
daughter while he was married to her and while the son or daughter
was under age 18, or (d) he was married to her at the time both of
them legally adopted a child under age 18. This definitrnn is equivalent
to that of a surviving divorced mother in section 216(d) (3) pres-
ent law. A surviving divorced parent is defined as either a surviving di-
vorced mother or surviving divorced father.
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Section 406(d) of the bill makes a conforming change in section
202(c) (1) of the Act to providc a cross reference to section 202(s) of
the Act which is amended by section 411(f) of the bill. Taken together,
the effect of these changes is to preclude entitlement of man to hiis-
band's insurance benefits before age 62 where the only entitled child
he has in his care is getting benefits solely on the basis of being a full-
time student, as is now the case with respect to a woman.

Section 406(e) of the bill amends section 202(c) (1) (B) of the Act
to provide that a retired or disabled worker's husband under age 62
who is caring for an entitled child beneficiary may qualify for hus-
band's insurance benefits.

Sectioi 406(f) of the bill amends section 202(c) (1) of the Act (as
amended by section 401(a) (2)(C) of the bill) to provide that hus-
band's insurance benefits will terminate when a man under age 62 is
no longer caring for an entitled child beneficiary.

Section 406(g) of the bill amends section 202(f) (1) (C) of the Act
to provide for automatic conversion from father's insurance benefits
to widower's insurance benefits at age 65.

Section 406(h) of the bill makes a conforming change in section 202
(f) (6) of the Act with regard to the period of time during which in
the case of a widower who was previously ent.itledto father's benefits
the widower's disability must begii in order for him to become en-
titled to benefits as a disabled widower under age 60. Under present
law, his disability nmst begin within 84 months after (1) his spouse's
death or (2) the month his previous entitlement to disabled widow-
er's benefits ended because his disability had ceased. Section 406(h)
adds the 84-month period after his entitlement to father's benefits ends
as an additional period of time during which a widower's disability
may begin. This additional period of time is available to widows
under present law.
Section 407. Effect of marriage oii childhood dliBability beneficiary

Section 407(a) of the bill amends section 202(d) (5' of the Act to
provide that the benefits of a male childhood disability beneficiary
married to a childhood disability or disabled worker beneficiary would
be terminated if the latter's benefits are terminated because she re
covers or engages in substantial gainful work. (Present law provides
for terminating the benefits of a female childhood disability benefi-
ciary under similar circumstances.) Section 202(d' (5) of the Act
would be deleted by section 415 of the bill, so that childhood disability
benefits would not terminate for either men or women when the
spouse's disability benefits are terminated.

Seotion 407(b) of the bill provides that the amendment made by sec-
tion 407 (a) of the bill will be effective with respect to terminations
of benefits of a female beneficiary ocelirring after Decin'ber 1977.
Section 408. Effect of marriage on other dependents' or dependent

survivors' benefits
Sectioi 408 of the bill 'provides for terminating the husbaid's,.

widower's, or parent's insurance benefits of a man married to a child-
hood disability beneficiary, if the disabled person's benefits are te.rmi-
iiated because she recovers or engages in substantial gainful work, as
is now the case for a woman receiving wife's, widow's, or parent's be.ne-
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fits. (Amendments made by section 415 of the bill would provide tJht
ben&fits of the spouse of a childhood disability beneficiary or disabled
worker beneficiary would not ei'minate for either men or women when
the benefits of the disabled beneficiary are errninad.)

Section 408(a) of the bill amends section 202(c) (4) of the Aot
(added by seotion 401 of the bill) ito provide that the husband's insur-
ance benefits of a Tnan who is married to a childhood dsability bene-
ficiary will be erniina.ted if the benefi'Ls of the childhood disability
beneficiary are 'terminated because she recovers or engages in su:bsban
tial gainful work, as is now the case for a woman receiving wife's
benefits.

Section 408(b) of the bill amends section 202(f) (4) of the Act to
pro\Tide that the widower's insurance benefits of a man who is mar-
ried to a child'io&cl disability Leneficiiaiy will beterminateci if the bene-
fits of he childhood disability beneficiary are terninated because she
reeovers or engages in substantial gainful work, as is now the case for
a wonian receiving widow's benefits.

Section 408(c) of the bill amends seotion 202(h) (4) of the Aot to
provide tha the benefits of a man receiving aged paren's benefits who
is married to a childihood disability henefieiary would be erininated
because she reoovers or engages in substantia gainful work, as is now
the case for a woman ieciving parent's benefits.

Section 408(d) of the bill provides tiha the amendments made by
sections 408 (a), (b), and (c) will be effective with respect to termina-
tions of disability benefits ocurring after Dcemn'ber 1977.
Section 409. Treatnent of self-employment income in conmunity

property states
Section 409(a) of the bill amends section 211(a) (5) of the Social

Security Act and section 1402(a) (5) of the Interna' Revenue Code,
which relate to the treatment for social security pIIrposes of self-em-
ployment income from a trade or business of a married couple in a
community property state. Under present law, such self-employment
income is credited to the husband unkss the wife exercises suhsantially
all of the management and contro' over the tiacle or bIIsiness. The law
would be changed to provide that such self-employment income will be
credted for socia' security pIuposes to the spouse who exercises the
greater management and contro' over the trade or business, except
that sIlch income and deductions shall be. divided equally between the
two spouses if each spouse exercises the same aniount of management
and control over the trade or business.

Section 409(b) of the bill Provides that these aniencirnents will be
effective with respect to taxable, years beginning after December 1977.
,Sect'/on 410. Credit for certain military .serrice

Section 410 of the bill amends section 217(f) of the Act, which gives
widows and children the right to waive the right to a civil service
survivor's annuity and instead to receive credit for military service
prior to 1957 in determining eligibility for survivor's benefits or the
amount of the benefit, to extend the same right, to widowers.
S1ection 411. Conform i'ng ameidm,ei tR

Section 411 (a) of the bill amends section 202(b) (3) (A) of the Act
(as amended by section 401(a) (6) of the bill), which relates to con-
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tinuation of benefits for divorced wives who marry certain other social
security beneficiaries, to allow a divorced wife who marries a man
entitled to father's insurance benefits to continue to get benefits. (This
section of the Act, which provides an exception to the general rules for
terminating benefits upon marriage, will be made unnecessary and
therefore repealed effective January 1, 1979, by section 415 of the bill,
which eliminates marriage or remarriage as a factor terminating or
reducing benefits in all cases.)

Section 411(b) of the bill amends section 202(p) (1) of the Act,
which relates to extensions of the period of time for filing proof of
support for good cause, by changing the reference to subparagraph
(C) of section 202(c) (1) (relating to the support requirement for
husband's benefits) to subparagraph (D) of such section to take ac-
count of the redesignation of such subparagraph by section 401 (a) (2)
of the bill. (However, the provisions of the section redesignated a•s
202(c) (1) (D) were rendered obsolete by the Supreme Court, which,
in Califano v. Abbott and companion cases, declared unconstitutional
the requirement that a man must establish that he received at least
one-half of his support from his spouse in the year before she retired,
became disabled, or died, in order to become entitled to ¶husband's
benefits based on her earnings record.)

Section 411(c) of the bill amends section 202(q) (3) of the Act by
adding surviving divorced husbands to the categories of beneficiaries
whose old-age or disability insurance benefits are reduced to take
account of prior receipt of reduced survivor's benefits.

Section 411(d) of the bill amends section 202(q) (5) of the Act by
adding a husband or widower getting benefits on the basis of having
a minor or disabled entitled child in his care to the categories of bene-
ficiaries whose benefits will not be actuarially reduced for any month
such a beneficiary has such a child in his care.

Section 411(e) (1) of the bill amends section 202(q) (6) (A) (i) of
the Act to make present-law provisions relating to certificates of elec-
tion to receive actuarially reduced wife's insurance benefits, which are
included in the law because it provides unreduced benefits to a wife
with an entitled minor or disabled child beneficiary in her care, apply
also with respect to ¶husbands' insurance benefits, since the bill will
provide unreduced benefits for a husband with an entitled minor or
disabled child in his care.

Section 411(e) (2) amends subparagraph (B) of section 202(q) (7)
o allow a husband or widower (like a wife or widow) who gets re-
duced benefits because he elected to receive benefits before he reached
age 65 to later have his reduced benefits increased by adiusting the
reduction period to take account of months the worker's child was in
his or her care.

Section 411 (f) (1) of the bill amends section 202(s) (1) of the Act
to provide a reference to section 202(e) (1) of the Act (which is
amended by seotion 406(d) of the bill to refer to subsection (s)).
Taken together, the effect of these changes is to preclude entitlement
of a man to husband's insurance benefits before age 62 where the only
entitled child he has in his care is getting benefits solely on the basis
of being a full-time student, as is now the case with respect to a
woman.
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Section 411(f) (2) of the bill amends section 202(s) (2) of the Act
by adding a reference to section 202(c) (4) (which was added by
section 401(a) (4) of the bill to provide that marriage to certain
social security beneficiaries will not terminate benefits of divorced
husbands). Taken together, the addition of paragraph (4) to section
202(c) and the change made by section 411 (f) (2) allow continuation
of the benefits of a divorced husband who marries a person age 18 or
over entifled to child's insurance benefits on'y in cases where the child
was under a disability. (This provision will be obviated by the provi-
sions of section 415 of the bill, which, effective January 1, 1979, elimi-
nates marriage or remarriage as a factor in terminating or reducing
benefits.)

Section 411(f) (3) of the bill amends section 202(s) (3) of the Act
to inc'ude references to subsection 202(c) (4), as added by section
401 (a) (4) and amended by section 408(a) of the biTh and subsection
202(f)(4), as amended by sections 401 (b) (5) and 408(b) of the bill.

Section 411(g) of the bill amends section 203(a) (3) of the Act by
inserting references to divorced husbands under section 202(c) and
surviving divorced husbands under section 202(f). This allows bene-
fits for a divorced husband or surviving divorced husband to be paid
without regard to the family maximum benefit provisions, in the same
manner as they are paid to a divorced wife or surviving divorced wife
under existing 'aw.

Section 411(h) of the bill Rmends section 203(b) of the Act to insert
a reference to father's benefits to provide that the earnings of his
retired-worker spouse may resuli in deductions from a man's father's
benefits, as is the case for mother's benefits under existing 'aw.

Section 411(i) of the bill amends section 203(c) of the Act to
authorize the Secretary to make deductions from benefits on account
of failure to have a child in care to be the same for husbands an
fathers as they are under existing aw for wives and mothers.

Section 411(j) of the bill amends section 203(d) of the Act to au-
thoiize deductions from the benefits of a man getting benefits as a
divorced husband or a widower getting father's insurance benefits who
is married to a retired worker engaged in noncovered work outside the
TJnited States, where such deductions are now authorized for compar-
ab'e fema'e beneficiaries.

Section 411(k) (1) of the bill amends section 205(b) of the Act (as
amended by section 401(d) (1) of the bill), which relates to the proce-
(hiral rights of individua's applying for benefits, to add surviving
divorced fathers to the list of individuals who can request a hearing.

Section 411(k) (2) of the bill amends section 205(c) (1) (C) of the
Act (as amended by section 401(d) (2) of the bill) to inc'ude a sur-
viving divorced father in the definition of "survivor" for purposes of
the provisions of such section 205(c) re'ating to informing an mdi-
viclual or his survivor of the amounts of such individuaPs wages and
s1f-ernployrnent income and the periods during which such wages were
paid and such income was derived, as shown by records maintained
by the. Secretary.

Section 411(1) of the bill amends section 216(f) of the Act to allow
a man who was entitkd or potentially entitled to husband's insurance
benefits based on the earnings of his former wife in the month before
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his marriage to another individual not to have to meet the 1-year
duration-of-marriage requirement for husband's insurance benefits
based on such other individual's earnings.

Section 411 (in) of the bill amends section 16(g) of the Act to allow
a man who was entitled or potentially entitled to husband's insurance
benefits based on the earnings of his former wife in the month before
his marriage to another individual not to have to meet the 1-year
duration-of-marriage requirement for widower's insurance benefits
based on such other individual's earnings.

Section 411(n) of the bill amends section 222(b) (1) of the Act to
authorize deductions from the benefits of a surviving divorced husband
under age 60 who is getting benefits based on disability if he refuses
to accept rehabilitation services, as is now true for other such disabled
dependents.

Section 411(o) of the bill amends section 222(b) (3) of the Act to
authorize deductions from the benefits of a man gett.ing benefits as a
divorced husband based on the earnings of a disability insurance bene-
ficiary if she refuses to accept rehabilitation services and has deduc-
tions made from 'her benefits (as is now true. for other such dependent
beneficiaries).

Section 411(p) of the bill amends section 222(b) (2) of the Act to
authorize deductions from the benefits of a man entitled to father's
insurance benefits who is married to a disability insurance beneficiary
if she refuses to accept rehabilitation services and has deductions made
from her benefits (as is now true for mother's insurance benefits).

Section 411(q) of the bill amends section 22(d) (1) of the Act by
adding surviving divorced husbands to those disabled beneficiaries for
whom the costs of rehabilitation services may be paid from the social
security trust funds.

Section 411(r) of the bill amends section 223(d) (2) of the Act to
make the definition of disability for widows, surviving divorced wives,
and widowers, in present law apply to surviving divorced husbands
as well.

Section 411(s) of the bill amends section 225 of the Act to extend
the Secretary's authority to suspend benefits based on disability if he
believes that a person is no longer under a disability, to benefits of
a surviving divorced husband (as is now the case for other benefits
based on disability).

Section 411(t) (1) of the bill amends sections 226(h) (3) of the
Act to provide that, for purposes of entitlement to Medicare hospital
insurance benefits, a person entiled to father's insurance benefits will
be deemed to have filed for disabled widower's benefits on the basis
of his application for hospital insurance benefits, in the same manner
as persons entitled to mother's insurance benefits may now be deemed
to have flied for disabled widow's benefits.

Section 411(t) (2) of the bill amends section 226(h) (3) of the Act
to provide that, for purposes of determining an individual's entitle-
ment to hospital insurance benefits under the preceding section, an
individual will, upon furnishing proof of disability within 12 months
after enactment, be deemed to have been entitled to widow's or widow-
er's benefits as of the time they would have been entitled if timely
application had been made.
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Section 412. Effective date
Section 412 provides that the following changes in Part A of Title

IV of the bill will be effective with respect to social security benefits
for months after December 1977:

1. Provision of benefits for divorced husbands (including sur-
viving divorced husbands).

2. Elimination of remarriage before age 60 as bar to entitle-
ment to widower's benefits.

3. Equalization of definition of illegitimate child with respect
to either parent.

4. Provision of benefits for husbands and widowers under tran-
sitional insured status.

5. Equalization of payments to each member of a coup'e under
section 228 of the At (uninsured individuals).

6. Provision of benefits for young fathers (incTuding surviving
divorced fathers) and husbands caring for child beneficiaries.

7. Provision allowing widower to waive credit for certain mili-
tary service.

Part B—Effect of Marriage, Remarriage, and Divorce on Benefit
Eligibility

Section 415. Elim'nation of marriage or remarriage as a faitor ter-
minating or reducing benefits

Section 415 of the bill eliminates marriage or remarriage as a fac-
tor which bars or terminates entitlement to dependent's or survivor's
benefits or reduces the amount of such benefits.

Section 415(a) (1) of the bill amends section 202(b) (1) of the Act
by deleting subparagraph (C), which requires that a divorced wife
not be remarried in order to become entitled to wife's insurance bene-
fits based on her former husband's social security earnings record, by
deleting subparagraph (H), which generally terminates benefits of a
divorced wife upon remarriage, and by redethgnating the remaining
subparagraphs.

Seetion 415 (a) (2) of the bill fuirther amends section 202(b) of the
Act by deleting paragraph (3), which permits a divorced wife bene-
ficiary to marry certain other specified dependent or survivor bene-
ficiaries without having her benefits terminated by the marriage (these
exceptions to the general termination provision are no longer needed
since the general provision is eliminated).

Section 415(b) (1) of the bill amends section 202(c) (1) of the Act
(as amended 'by sections 401 (a) (2) and 406(f) of the bill) by deleting
subparagraph (C), added by section 401 (a) (2), which requires that a
divorced husband not be remarried in order to become ent,itlecl to
husband's insurance benefits based on his former wife's social security
earnings record, by deleting subparagraph (I), also tdded by section
401 (a) (2), which generally terminates 'benefits of a divorced husband
upon remarriage, and iby redesignating the remaining subparagraphs.

Section 415(b) (2) of the bill further amends section 202(c) of the
Act (as amended by sections 401(a) (4) and 408(a) of the bill) by
deleting paragraph (4), added by section 401(a) (4), which permits
a divorced husband beneficiary to marry certain other specified de-
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pendent or survivor beneficiaries without having his benefits termi-
nated by the marriage (these exceptions to the general termination
provisions are no longer needed since the general provision is
eliminated).

Section 415(b) (3) of the bill aiiiends section 202(c) (2) of the Act
(as amended by section 401(a) (5) of the bill) to change a reference
to a redesignated subparagraph.

Section 415(c) (1) of the bill amends section 202(d) (1) of the Act
by deleting from subparagraph (B) the requirement that a child be
unmarried in order to become entitled to child's insurance benefits,
and by deleting from subparagraph (D) the provision for generally
terrninating such benefits upon marriage.

Section 415(c) (2) of the bill further amends section 202(d) of t1i
Act by deleting paragraph (5) (as amended by section 407 of the
bill), which permits certain dhild insurance beneficiaries to marry eer-
tam other specified dependent or survivor beneficiaries without having
his or her benefits terminated by the marriage (these exceptions to the
general termination provision are no longer needed since the general
provision is eliminated), and by re.designating the 1e.lnainillg para-
graphs.

SeGt,ion 415(d) (1) of the 'bill amends section 202(e) (1) of the Act
by deleting subparagraph (A), which requires that a widow or sin'-
viving divorced wife not be. married in order to become entitled to
widow's insurance benefits based on her former husband's social se-
curity earnings record, by redesignating the remaining suhparagraphs,
and by changing references to the redesignated subparagraphs.

Section 415(d) (2) of the bill amends section 202(e) (2) (A) of the
Act to remove a reference to a deleted paragraph.

Section 415(d) (3) of the bill further amends section 202(e) of the
Ao by deleting pargraph (3), whioh permits a widow or surviving
divorced wife to marry ceitain other specified dependent or survivor
beneficiaries without having her benefits terminated by the marriage,
by deleting paragraph (4), whic.h provides that the widow's insurance
benefit for a widow who remarries at or after age 60 is one-half of the
primary isurance amount of her deceased husband or former huband
(these exceptions to the general ermina.tion provision are no longer
needed since the general provision is eliminated), and by redesignat-
in the remaining paragraphs.

Section 415(d) (4) of the bill amends section 202(e) of the Act by
changing a reference toa redesignated subparagraph.

Section 415(d) (5) of the bill further amends section 202(e) of
the Act by changing references to a redesignated subparagraph and
paragraph.

Seotion 415(e) (1) of the bill a!lnends section 202(f' (1) of the act
(as amended 'by sections 401(b) and 402 of the bill) by de]eting sub-
naragraih (A), whith reauires that a widowe.r or surviving divorced
husband not be remarried in order to bccome entitled to widower's in-
surance benefits based on his former wife's social security earnings
record, by deleting the provision for generally terminating such bene-
fits upon remarriage, by redesignating the remaining subparagraphs,
and by changin references to the redesignated subparagraphs.

Seetion 415(e) (2) of the bill amends sction. 202 (f) (2) df the Act
by changing a reference to a redesignated subparagraph.
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Section 415(e) (3) amends section 202(f) (3)(A) of the Act by re-
moving a ref erelice to a de1eted paragraph.

Section 415(e) (4) of the bill fuither amends section 202(f) of the
Act (as amended by section 401(b) (3) and 401(b) (5) of the bill) by
deleting paragraph (4), which permits a widower or surviving di-
vorced husband beneficiary to marry certain other specified dependent
or survivor beneficiaries without having his benefits terminated by the
marriage, by deleting paragraph (5), which provides that the benefit
for a widower or surviving divorced husband who remarries at or
after age 60 is one-half of the primary insurance amount of his de-
ceased wife or former wife (these exceptions to the geneil termina-
tion provision are no longer needed since the general provision is
eliminated), and by redesignating remaining paragraphs.

Section 415(e) (5) of the bill further am .eis section 202(f) of the
Act by changing a refrence to a redesignated subparagraph.

Section 415(e) (6) of the. bill amends section 202(f) of the At by
changing references to a redesignated subparagraph and paragraph.

Section 415(f) (1) amends section 2O2(g) (1) of the Act (as
amended by section 406 (a) of the bill) by deleting subparagraph (A),
whic.h requires that a surviving spouse or surviving divorced spouse
not be remarried in orde.r to become entitled to mother's or father's
insurance benefits based on his deceased spouse's or former spouse's
social security earnings record, by changing a reference to a redesig-
nated subparagraph, by deleting the provision for generally terminat-
ing mother's or father's insurance benefits upon remarriage, and by
rdesinated the remaining subparagraphs.

Section 415(f) (2) of the bill further amends section 202(g) of the
Act by deleting paragraph (3), which permits a mother's or a father's
iTisurance beneficiary to marry certain othe specified dependent or
survivor beneficiaries without having his or her benefits terminated
by the. marriage (these exceptions to the general provision are no
loner needed since the general provision is eliminated).

Section 415(g) (1) of the bill amends section 202(h) (1) of the Act
by deleting subparagraph (C), which requires that a parent not have
remarried since his decea.sed child's death in order to become entitled
to parent's insurance benefits based on his deceased child's social secu-
rity earnings record, by deleting the provision for generally terminat-
ing such benefits upon remarriage, and by redesignating the remaining
subparagraphs.

Section 415(g) (2) of the bill amends section 202(h) (4) of the Act
(as amended by section 408(c) of the bill) by deleting paragraph (4),
which permits a parent beneficiary to marry certain other specified
dependent or survivor beneficiaries without having his benefits ternu-
nated by the marriage (these exceptions to the general termination
provision are no longer needed since the general provision is
eliminated).

Section 415(h) of the bill amends section 202(p) (1) of the Act (as
amended by section 411(b) of the bill) by changing the reference to
subparagraph (D) of section 202(c) (1) to subparagraph (C) of such
section to take account of the redesignation of such subparagraph by
section 415(b) (1) of the bill.

Section 415(i) (1) repeals section 202(s) (2) of the Act (as amended
by section 411 (f) (2)), which restricted that portion of sections 292
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(b), (c), (d), (e), (f), (g), and (h), providing that the marriage of
certain social security beneficianes to a child's insurance beneficiary
would not terminate their benefits, to cases where the child beneficiary
is over age 18 and disabled (this restriction is no longer needed since
the general provision is eliminated).

Section4l5(i) (2) amendssection202(s) (3) of theAct (asamendeci
by section 411(f) (3) of the bill) by deleting references to subsections
202 (b)(3), (c)(4), (d)(5), (e)(3), (f)ç4), (g)(3), and (h)(4),
which have been deleted by the preceding subsections of this section
of the bill.

Section 416. Duration-of-marriage requirement for divorced 80U88
and 8urviving divorced 8OU88

Section 416(a) of the bill amends sections 216(d) (1) and (2) of the
Act, which define a divorced wife and a surviving divorced wife,
respectively, and sections 216(d) (4) and (5) of the Act as added by
section 401 of the bill, which define a divorced husband and suriviving
divorced husband, respectively, to specify that these definitions can be
met if the individual was married to the worker for 5 (rather than 20)
years immediately before divorce. The effect of the change is to reduce
the duration-of-marriage requirement for aged divorced spouse's and
aged or disabled surviving divorced spouse's benefits from 20 years to
5 years.

Sections 416 (b) and (c) of the bill amend section 202(b) (1) (F) of
the Act (as redesignated by section 415 of the bill) and section 202(c)
(1) (0) of the Act (as added by section 401 of the bill and redesignated
by section 415 of the bill), respectively, to reduce from 20 years t.o 5
years the period immediately before divorce that a spouse age 62 or
over getting wife's or husband's insurance benefits based on a retired
worker's social security earnings record must have been married to tue
worker in order for their divorce not to terminate entitlement to wife's
or husband's benefits.

Section 417. Effective date
Section 417 (a) of the bill provides that section 415 of the bill, which

eliminates marriage or remarriage as a factor which bars or terminates
entitlement to or reduces the amount of dependent's or survivor's
benefits, and section 416 of the bill, which reduces the duration-of-
marriage requirement for divorced peoples will be effective for benefits
for months after December 1978, and, in the case of those who are not
entitled to benefits of the type involved for December 1978, only on the
basis of applications filed on or after January 1, 197g.

Section 417(b) of the bill provides that a person whose entitlement
to dependent's or survivor's benefits terminated on account of such
person's marriage or remarriage prior to January 1979, or on account
of the termination (except by reason of death) of the benefits of his
spouse as a childhood disability or disabled worker beneficiary, may
become reentitled to such benefits (provided no event that would termi-
nate such entitlement has since occurred) beginning with January
1979 or if later, with the first month after January 1979 in which he
applies for such reentitlernent.

Section 417(b) also provides that such reentitlement (and other
resulting related entitlements) shall be treated as though the re-
entitlement. were the person's initial entitlement.
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Part C—Study

Section 4?21. Study of propo8al8 to eliminate dependency and ex di8-
crinvinatioi, under the 8ocial 8ecurt?/ program

Section 421 (a) of the bill directs the Secretary of Health, Educa-
tion, and Welfare, in consultation with the Task Force on Sex Dis-
crimination in the Department of Justice, to carry out, within
Department of Health, Education, and Welfare and the Social Secu-
rity Administration, a detailed study of proposals to eliminate de-
pendency asa factor in entitlement to spouse's social security benefits,
and of proposals to bring about equal treatment of men and women
in any and all respects under social security. In carrying out this
study, the Secretary shall take into account the effects (particularly
on women's entitlement to social security benefits) of such things as:
changes in the nature and extent of women's labor-force participation,
the increasing divorce rate, and the economic value of women's work
in the home. The study shall include appropriate cost analyses.

Subsection (b) provides that the Secretary shall submit to Congress,
within 6 months of enactment, a full and complete report on the study.

TITLE V—CHANGES IN EARNINGS TEST UNDER TE OLD-AGE, SURVIVORS,
AND DISABILITY INSURANCE PROGRAM

Section 501. Liberalization of earrting8 te8t for individual8 age 66
and over

Section 501 of the bill amends section 203(f) of. the Social Security
Act to increase the amount of earnings a beneficiary, age 65 or over,
may have in a year and still be paid full benefits for the year. (This
provision would not change the exempt amount for beneficiaries under
65.) It also makes a conforming amendment in paragraph (1) (A) of
section 203(h) of the Act.

Section 501(a) amends section 203(f) (8) (A) to provide that the
automatic adjustment process shall apply to both the exempt amount
for beneficiaries under age 65 and the new exempt amount for bene-
ficiaries age 65 and over.

Section 501(b) (1) of the bill amends section 203(f) (8) (B) of the
Act, to take account of the new subparagraph (D) added by section
501(b) of the bill.

Section 501(b) (2) of the bill amends section 203(f) (8) (B) (i) of
the Act to conform with th concept of the two separate annual exempt
amounts.

Section 501(b) (3) of the bill amends section 203(f) (8) (B) of the
Act to conform with the concept of two separate annual exempt
amountS.

Section 501(c) (1) of the bill amends section 203(f) (8) of the Act
by adding new subparagraph (D) which sets the exempt amount for
any beneficiary age 65 or over at $333.33 for each month of any tax-
able year ending after 1977 and before 1979 and at $375 for each
month of any taxable year ending after 1978 and before 1980. Also
section 501(c) (1) of the bill provides that the determination of the
exempt amounts for years following 1978, shall take into account the
exempt amount for beneficiaries age 65 and over set by section 501(b)
of the bill as if the amount had been determined by the automatic
adjustment process described in section 203(f) (8) of the Act.
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Section 501 (c) (2) of the bill provides that determination, publi-
cation and notification of the new exempt amount applicable to bene-
ficiaries under age 65, under the automatic adjustment provisions of
section 203(f) (8) of the Act shall be required in 1977 and 1978 because
the exempt amount set by section 501(c) (1) of the bill applies only
to beneficiaries age 65 or over. Section 501 (c) (2) of the bill also pro
vides that the annual exempt amount applicable to beneficiaries under
65, for 1978 as determined by the automatic adjustment process will
go into effect despite the provisions of section 203(f) (8) (C) of the
Act.

Section 501(d) of the bill amends subsections (f) (1), (f) (3), (f)
(4) (B), and (h) (1) (A) of section 203 of the Act by deleting "$200
or" and inserting "the applicable exempt amount" since in all cases
the amount determined by the process set forth in section 203(f) (8)
(B) of the Act will be greater than $200.

Section 501 (e) of the bill provides that these amendments will be
effective for taxable years ending after December 1977.
Section 502.—Elimination of monthly earnings te8t

Section 502(a) of the bill amends Sec. 203(f) (1) (E) of the Social
Security Act to eliminate the monthly measure of the retirement test.

The monthly measure will still apply in one limited situation—the
year in which a person first receives social security benefits of a par-
ticular type (without having received benefits of any other type in the
preceding month) which not rendering substantial services in self-
employment or earning wages in excess of the exempt amount—but
for all other years the annual measure only will be applied.

Section 502(b) of the bill provides that this amendment will apply
With respect to monthly benefits payable for months after December

Section 503. Liberali2ation of test for determining deductions on ao-
count of noncovered work ovtside the Unrited StateB

Section 503(a) of the bill amends sections 203 (c) (1), (d) (1), and
(d) (2) of the Social Security Act by changing, effective with respect
to months in taxable years ending after 1977 and before 1979, from 6
to 8 the number of days in a month on which a beneficiary can work in
noncovered work outside the United States, without losing his benefit
for that month.

Section 503(b) of the bill amends sections 203 (c) (1), (d) (1), and
(d) (2) of the Act (as amended by subsection (a) of this section) by
changing, effective with respect to months in taxable years ending after
1978, from 8 to 11 the number of days in a month on which a beneficiary
can work in noncovered work outside the United States without losing
his benefit for that month.

TITLE VI—COMBINED SOCIAL SECtTRITY AND INCOME TAX ANNtTAL
REPORTING

Part A—Amendments to Title II of the Social Security Act

Section 601. Annual crediting of quarters of coverage
Paragraphs (a) (1) and (a) (2) of section 601 of the bill amend sec-

tions 209(g) (3) and 209(j) of the Social Security Act to provide that
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remuneration of less than $100 in a year paid an employee by an em-
ployer for services not in the course of the employer's trade or business
or for service described in section 210(j) (3) (C) of the Act (relating
to home workers) will be excluded from the definition of wages.
(Under present law, the remuneration is excluded from wages if it
amounts to less than $50 in a quarter.) Section 601(a) (1) of the bill
also amends section 210(a) (17) (A) of the Act to provide that services
in the employ of an organization registered or required to register as
a Communist-action organization, a Communist-front organization, or
a Communist-infiltrated organization will be excluded from the defini-
tion of employment in a year in which the organization is registered or
required to register as such an organization. (Under present law, such
service is excluded from employment in a quarter in which the organi-
zation is required to so register.) Section 601 (a) (1) of the bill also
amends secton 210(f) (4) (B) of the Act to include in the definition
of cooperative organization any unincorporated group of farm oper-
ators if the number of operators in a group is more than 20 at any time
during a year. (Under present law, the definition applies to an unin-
corl?orated group of farm operators if the number is more than 20
during a quarter.)

Section 601(a) (3) of the bill changes the basis of the coverage
exclusion of employees of certain tax-exempt organizations to the
amount of wages paid in a year rather than the amount earned in a
year because the annual wage reports will be reports of wages paid
rather thati earned.

Section 601(a) (3) (A) of the bill adds to section 209 of the Act a
new subsection (p) to exclude from the definition of wages remunera-
tion paid by an organization, exempt from income tax under section
501 of the Internal Revenue Code of 1954, in a year if the remunera-
tion is less than $100.

Section 601(a) (3) (B) of the bill deletes section 210(a) (10) (A) of
the Act (which excludes from the definition of employment services
performed in a quarter in the employ of an organization exempt from
income tax tinder section 501 of the Code if the remuneration for
such service is less than $50) and redesignates section 201(a) (10) (B)
of the Act as section 210(a) (10), and clauses (i) and (ii) of such
section as subparagraphs (A) and (B),respectively.

Section 601(b) of the bill redesignates, effective January 1, 1978,
section 212 of the Act as section 212(a), redesignates sections 212(a)
and 212(b) as sections 212(a) (1) and 212(a) (2), and adds a new
section 212(b).

The redesignated section 212(a) (1) of the Act provides that for a
taxable year which is a calendar year beginning before 1978, self-
employment income will be credited equally to each calendar quarter
of the year for purposes of determining average monthly wage and
quarters of coverage.

The redesignated section 212(a) (2) of the Act provides that in the
case of a taxable year which is not a calendar year beginning before
1978, self-employment income will be credited equally to the calendar
quarter in which such year ends and to each of the next three or fewer
preceding quarters any part of which is in such year, for purposes of
determining average monthly wage and quarters of coverage.
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The new section 212(b) (1) of the Act provides that for a taxable
year which is a calendar year or wholly within a calendar year begin-
ning after 1977, self-employment income will be credited to such year
for purposes of determining a person's average monthly wage or
quarters of coverage.

The new section 212(b) (2) of the Act provides that for a taxable
year which is not a calendar year beginning after 1977, self -employ-
ment income will be allocated proportionately to the two calendar
years, portions of which are included within such taxable year, on the
basis of the number of months in each such calendar year which are
included completely within the taxable year. The calendar month in
which such taxable year ends will be treated as completely within that
taxable year.

Section 601(c) of the bill amends section 213(a) (2) of the Act
effective January 1, 1978, by redesignating section 213 (a) (2) as sec-
tions 213(a)(2)(A) and 213(a)(2)(B), and adds new sections
213(a) (2) (A) (ii), 213(a) (2) (B) (vi), and 213(a) (2) (B) (vii).

The redesignated section 213 (a) (2) (A) (i) of the Act provides that,
subject to the provision of subparagraph (B), for calendar years
before 1978, a quarter of coverage is a quarter in which a person has
been paid at least $50 (except wages for agricultural labor paid after
1954) or in which he has been credited with $100 or more in self-
employment income.

The new section 213(a.) (2) (A) (ii) of the Act provides that, subject
to the provisions of subparagraph (B), for calendar years after 1977, a
person will be credited with a quarter of coverage for each $250 of
wages paid and self-employment income credited in a year, with the
quarters of coverage being assigned to specific calendar quarters only
if it was necessary to enable a person to meet the requirements for
insured status as prescribed in subsection (a) or (b) of section 214, or
for entitlement to a computation or recomputation of his primary
insurance amount, or of paragraph (3) of section 216(i).

Sections 213(a)(2)(i), 213(a)(2)(ii), 213(a)(2)(iii), and 213
(a) (2) (v) of the Act are redesignated by the bill as section 213 (a) (2)
(B) (i), 213(a) (2) (B) (ii), 213(a) (2) (B) (iii), and 213(a) (2) (B)
(v) respectively, but not otherwise changed.

The redesignated section 213(a) (2) (B) (iv) of the, Act as amended
by the bill provides that the special rule for determining quarters of
coverage for wages paid for agricultural labor will only apply to
cakndar years after 1954 and before 1978.

The new section 213(a(2) (B) (vi) of the Art provides that not
more than one quarter of coverage may be credited to a calendar
quarter.

'The new section 213(a) (2) (B) (vi) of the Act provides that not
more than four quarters of coverage may be credited in a calendar
year after 1977. Section 601(d) of the bill provides that the amend-
ments made by subsection (a) will apply with respect to remunera-
tion paid and services rendered after December 31, 1977, 'and the
amendments made by subsections (b) and (c) will be effective Janu-
ary 1, 1978.
Section 6O2. Adjvtnient in amount required for a quarter of coverage

Section 602(a) of the bill amends section 213(a) (2) (A) (ii) of the
Social Security Act, as amended by section 601 (c) of the bill, to
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provide that the amount of wages and self-employment income needed
for a quarter of coverage for years after 1977 will be determined
under section 213(e) of the Act, as added by the bill.

Section 602(b) of the bill adds to section 213 of the Act new subsec-
tions (e) (1) and (e) (2).

The new subsection 213(e) (1) provides that the amount of wages
and self-employment income needed for a quarter of coverage in 1978
will be $250, and for years after 1978 the amount needed will be
determined under subsection (e) (2).

The new subseotion 213(e) (2) provides that beginning in 1978, and
each year thereafter, the Secretary will determine and publish in the
Federal Register on or before November 1 the amount of wages and
self-employment income which will be required for a quarter of cover-
age in the following year. The amount required for a quarter of
coverage will be the larger of (1) the amount already in effect, or
(2) the product of the amount for 1978 ($250) and the ratio of the
average total wages of all workers in the year before the year the
Secretary's determination is made to the average total wages of all
workers in 1976, rounded to the nearest $10. (The wage data used
to determine the increase in average total wages, as defined in regula-
tions promulgated by the Secretary, will be obtained from reports
made to -the Secretary of the Treasury. Forms 1040 for 1977 and
1978 will be used in the determination made in 1979, and Forms W—2
for 1978 and later years will be used in the determinations made after
1979. The data will, beginning in 1977, include the reports of wages
for employment beth covered and not covered under the Social Secu-
rity Act., and will include wages in excess of the contribution and.
benefit base. For 1976, appropriate adjustments will be made in the
average wage data in covered employment (the only adequate data
available) to make it comparable to the broader measure used begin-
ing with 1977.)

Section 602(c) of the bill provides that these amendments will be
effective January 1, 1978.
Section 603. Technical andcon!orln,ing amendments

Section 603(a) (1) of the bill makes an editorial change in section
203(f) (8) (B') (i) of the Social Security Act to clarify it.

Section 603(a) (2) of the bill amends section 203(f) (8) (B) (ii)
of the Act to provide that automatic adjustments of the retirement
test exempt amount will be based on increases in average yearly wages
rather than on increases in wages reported for the first quarter of the
year, beginning with the determination to increase the exempt amount
in 1980. This corrects a defect in present law which requires the use of
first quarter wage data for 1978, which will not be available under
present annual reporting provisions. Under the bill, the wage data
used to determine the increase in average yearly wages, as defined in
regulations promulgated by the Secretary will be obtained from re-
ports made to the Secretary of the Treasury. (Data from Forms 1040
for 1977 and 1978 will be used in determining the exempt amount
for 1980, and data form W—2 for 1978 and later years will be used in
determining the exempt amount for years after 1980. The data will,
beginning in 1977. include the reports of wares for employment both
covered and not covered under the Act, and will include wages in
excess of the contribution and benefit base.)
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Section 603(b) of the bill amends section 218 of the Act pertaining
to voluntary agreements for coverage of State and local employees.
Although the States are excluded from the change to annual wage
reporting and will continue to report covered wages on a quarterly
basis, the quarterly wages reported by the States will be compiled
by the Social Security Administration and maintained as an annual
amount for each employee. This will make it possible to apply the
annual quarter-of-coverage measure as provided by the bill to State
and local employees. Section 603(b) amends section 218 to make it
consistent with this change.

Section 603(b) (1) of the bill amends section 218(c) (8) of the Act
to provide that a State may modify its agreement to exclude services
performed by election officials or election workers if the remuneration
paid was less than $100 in a year. (Under present law, the services
may be excluded if the remuneration is less than $50 in a calendar
quarter.)

Sections 603(b) (2), 603(b) (3), and 603(b) (4) of the bill amend
sections 218(q) (4) (B), 218(q) (6) (B), and 218(r) (1) respectively of

the -Aot to make conforming changes in the rules pertaining to time
limitations on assessments, credits, and refunds to take account of
wages paid in a year rather than wages paid in a quarter.

Section 603(c) (1) amends section 224(a) of the Act by deleting
the last sentence, so that the authority of the Secretary to estimate
wages in determining the amount of reduction in benefit amounts in
certain cases where the beneficiary is also receiving workmen's com-
pensation payments will only apply to years before 1978. (Under an-
nual reporting, a worker's total earnings will be reported on Forms
W—2 and processed by the Social Security Administration; therefore,
it will not be necessary to estimate the eainings in these cases.)

Section 603(c) (2) amends section 224(f) (2) of the Act, effective
January 1, 1979, to provide that the periodic redetermination of the
benefit reduction in cases where the worker is also entitled to work-
men's compensation will be based on increases in average yearly wages
rather than on increases in wages reported for the first quarter of the
year. (Under present law, in redetermining the benefit reduction, a
person's average current earnings are increased by the ratio of the
average of the taxable wages of all persons reported to the Secretary
for the first quarter of the year before the year the redetermination is
made to the average of such wages for the first quarter of the year be-
fore the year the benefit reduction was first computed.) Under the bill,
a person's average current earnings will be increased by the ratio of the
average of the total wages reported to the Secretary of the Treasury or
his delegate for the year before the year the redetermination is made to
the average of such wages for 1977, or if later, the year before the year
the benefit reduction was first computed. If a benefit reduction was
first computed before 1978., the average current earnings will be fur-
ther increased by the ratio of the average of the taxable wages reported
to the Secretary for the first quarter of 1977 to the average of such
wages reported for the first quarter of the year before the year the
benefit reduction was first computed. The transitional nrovision is
needed since annirni wage data is not available for years before 1978.
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Section 603(d) of the bill amends section 229(a) of the Act to
provide that for years after 1977 a person, who was paid wages for
service as a member of a uniformed service, will be deemth to have
been paid $100 for each $300 of such wages to a maximum of $1,200
of deemed wages in any calendar year. (Under present law, a person
receives wage credits of $300 in any calendar quarter in which he
received pay for such service; the present law rule will continue to
apply to calendar quarters after 1955 and before 1978.)

Section 603(e) (1) of the bill amends section 230(b) of the Act b
deleting the last sentence in the matter after .pargraph (2), whic
provides a transitional method for automatically adjusting the con-
trbution and benefit base in accordance with increases in quarterly
wages for 1978. However, quarterly wage data will not be available
for 1978 since annual wages only will be reported, beginning in that
year.

Section 603(e) (2) of the bill makes an editorial change in section
30(b) (1) of the Act to clarify it.

Section 603(e) (3) of the bill amends section 230(b) (2) of the Act
to provide that the contribution and benefit base will be automatically
adjusted in accordance with increases in average yearly wages rather
than with increases in wages reported for the first quarter of the year,
beginning with the determination to increase the base in 1980. (Under
present law, the transition from the use of quarterly wages to the use
of annual wages to determine the increases in average wages will not
be made until the determination to increase the base in 1981.) Under
the bill, the wage data used to determine the increase in average yearly
wages, defined in regulations promulgated by the Secretary, will be
obtained from reports made to the Secretary of the Treasury. (Forms
1040 for 1977 and 1978 will be used in determining the base for 1980,
and Forms W—2 for 1978 and later years will be used in determining
the base for years after 1980. The data will, beginning in 1977, include
the reports of wages for employment both covered and not covered
under the Act, and will include wages in excess of the contribution
and benefit base.)

Z!z8cellaneou8 technical and conforming amend ment8
Section 603(f) (1) of the bill amends section 202(u) (1) (C) of

the Act to provide that in the case of a person convicted of certain sub-
versive activities after December 31, 1977, the court may order, in
addition to all other penalties provided by law, that wages paid to the
person in the year he was convicted or in any prior year be excluded in
determining entitlement to social security benefits or the amount of
the benefits. (Under present law, wages paid in the calendar quarter
of the conviction or any prior calendar quarter may be excluded.)

Sections 603(f (2) (A) and 603(f) (2) (B) of the bill amend section
205(c) (1 of the Act to redefine the term "period" as a year rather than
a quarter. after 1977.

Section 603(f) (2) (CS) of the bill amends section 205(o) of the Act
which provides that railroad compensation which was remuneration
for employment under the Act will be presumed, in the absence of
evidence to the contrary, to have been paid in equal proportions with
respect to all months in the year in which the employee rendered
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services, by limiting the provision to compensation for years before
1978 (prior to annual reporting). Section 603(g) of the bill provides
that the amendments made by subsection (b) will apply with respect to
remuneration paid after December 31, 1977; the amendments made by
subsections (d) and (f) (2) will be effective January 1, 1978; and
except as otherwise specifically provided, the remaining amendments
made by the section will be effective January 1, 1979.

Part B—Amendments to the Internal Revenue Code of 1954

Section 611. Deduction of Tax froim Wage8
Section 611(a) of the bill amends section 3102(a) of the Internal

Revenue Code of 1954 to provide that an employer may deduct social
security taxes from the remuneration paid an employee rendering
services not in the course of the employer's trade or business or services
described in section 3121(d) (3) (C) of the Code even though the total
remunera,tion paid the employee in the year by the employer is tess
than $100. (Under present law, an employer may deduct the taxes
even though the total remuneration in a quarter is less than $50.)

Section 611(b) of the bill amends section 3102(c) of the Code, which
pertains to the special rule for deducting from wages the social se-
curity tax on tips, to provide that the taxes will be deducted from
wages paid and reported on a yearly basis rather than wages paid and
reported on a quarterly basis.

Seetion 611 (c) of the bill provides that the amendments will be
effective with respect to remuneration paid and to tips received after
December 31, 1977.
Section 612. Technical and con for7ming amendment8

Section 612(a) of the bill amends sections 3121(a) (7) (C) and
3121 (a) (10) of the Internal Revenue Code [to] of 1954 to conform
to amendments made by sections 601 (a) (1) and 601 (a) (2) of the bill.

Section 612(b) of the bill adds a new section 3121 (a) (16) to the
Code to conform to the addition to the Social Security Act made by
section 601(a) (3) (A) of the bill.

Section 612(c) of the bill amends sectioi 3121 (b) (10') of the Code
to conform to amendments made by section 601(a) (3') (if) of the bill.

Section 612(d) of the blil amends sections 3121(b) (17) (A) and
3121(g) (4) (B) of the Code to conform to amendments made by
section 601 (a) (1) of the bill.

Section 612(e) of the bill provides that the amendments will be
effective with respect to remuneration paid and services rendered
after December 31, 1977.
Part C—Conforming Amendment to the Railroad Retirement Act

of 1974
Section 621. Computation of empZoyee annuitie8

Section 621 (a) of the bill amends section 3(f) (1') of the Railroad
Retirement Act of 1974 which provides that for purposes of comput-
ing railroad retirement annuities, wages covered under social security
re assumed to have been paid in &iual proportion with respect to all
months in the calendar year, by limiting aprplication of the provision
to years before 1978 (before annual reporting).
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Section 621 (b) of the bill provides that the amendment would be
effective January 1, 1978.
Sectiov 701. Actuarial reduction of benefit increa8e8 to be applied a

of time of original entitlement
Section 701(a) of the bill amends section 202(q) (4) of the Act to

provide that where a worker's PTA reduced under this subsection is
increased, the amount of the reduction—after any adjustment under
paragraph (7) for months benefits were not payable after the entitle-
ment month and before age 65 (62 and 65 for widows and widowers)—
will be reduced, beginning with the month the PTA increase is effec-
tive, as though the increased PTA had been in effect from the first
month of entitlement. This change is effective for PTA increases and
for increases in benefits after the application of paragraph (7) that
are payable for months after December 1977.

Section 701 (b) of the bill provides that for beneficiaries entitled to
benefits reduced under section 202(q) (1) and (3) prior to January
1978, each time there is an increase in primary insurance amounts
the amount of reduction will be increased by the same percentage as
the primary insurance amounts are increased. When a person's benefits
are increased under paragraph (7) because of months in which he
did not reive reduced benefits, the amount of the reduction will
be decreased—

(1) fOr those getting old-age or spouses' benefits, by the ratio
of the number of months in the adjusted reduction period to
the number of months in the reduction period;

(2) for those getting widows' or widowers' benefits for the
mont.h in which they attain age 62 by the ratio of (A) the num-
ber of months in the reduction period beginning with age 62 times
19/40 of 1 percent plus the number of months in the adjusted
reduction period prior to age 62, plus the number of months in
the adjusted additional reduction period times 43/240 of 1 per-
cent to (B the number of months in the reduction period multi-
plied by 19/40 of 1. percent plus the number of months in the
additional reduction period multiplied by 43/240 of 1 percent and

(3' for those ettin widows' and widowers' insurance bene-
fits for the month in which they attain age 65 by the ratio of (A)
the number of months in the adjusted reduction period times
19/40 of 1 percent, plus the number of months in the adiusted
additional reduction period times 43/240 of 1 percent to (B) the
number of months in the reduction period beginning with age 62
times 19/40 of 1 percent, plus the number of months in the ad-
justed reduction period prior to age 62 times 19/40 of 1 percent,
plus the number of months in the adjusted additional reduction
period by 43/240 of 1 percent. The amount of any decrease if not
a multiple of $.10 would be rounded to the next lower multiple
of $.10.

Section 701 (c) of the bill provides that when a person is entitled to
two or more benefits and one or more of them are reduced under this
subsection as amended by this Act, subsection (b') of this Act will
apply separately to each reduced benefit before the application of
section 202(k), which pertains to the method for offsetting benefits
when a person is entitled to more than one benefit. Also, paragraph
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(4) of this subsection as amended by this Act will continue to operate
in conjunction with paragraph (3) of this subsection.

Section 701(d) (1) of the bill amends section 202(q) (7) (C) of the
Act to provide that the reduction made in wife's or husband's benefits
will be adjusted at age 65 for any months of nonentitlement to those
benefits between ages 62 and 65.

Section 701(d) (2) of the bill amends section 202(q) (3) (H) of the
Act to provide that a widow's insurance benefit will be reduced under
paragraph (1) of this subsection if a widow becomes entitded to an old-
age benefit and a widow's benefit in the same month.

TITLE vII—MISCELLANE0TJS PROVISIONS

Section 702. Elimination of certain optional payment procedure8
under the old-age, urvivor8, and dieabi&y iurance pro grm

Section 702 of the bill provides that monthly cash benefits will not
be paid retroactively, with certain exceptions, for any month beforc
the month in which the application was filed when such retroactivity
would result in permanently reduced benefits.

Section 702(a) (1) amends Section 202(j) of the Social Security
Act, which deals with applications for benefits, to provide that entitle-
ment to benefits will be subject to this provision.

Section 702(a) (2) further amends SectiOn 202(j) by adding a new
subsection (4). Subsection 4(A) provides that nO individual will be
entitled to benefits for any month prior to the month in which he filed
an application if the effect of the entitlement wOuld be to permanently
reduce his monthly benefits.

Subsection 4(B) provides several exceptions to subparagraph (A)
4(B) (i) exempts an individual for any month in which he or

she has a dependent who is entitled to ünreduced benefits based on
the individual's wage record;

4(B) (ii) exempts an individual applying for benefits as adis-
abled surviving spouse or surviving divorced spouse3 for -any
month before he or she attained age 60;

4(B) (iii) exempts an individual, who in the year in which he
files the application had excess earnings (under the retirement
test) which could be charged to such prior months.

Section 702 (a) (3) amends Section 226(h) of the Act, by adding a
new paragraph (e), which provides that, for purposes of determining
entitlement to such benefits, an individual entitled to disabled surviv-
ing spoise's, or surviving divorced spouse's benefits would also be
deemed to be exempted from the limit on retroactivity.

Section 702(b) provides that the amendments made by this section
would be effective with respect to applications for benefits under title
II of the Social Security Act filed after December 31, 1977.
Section 703. Early mailing of benefit checlc8 where reqularl?/ 8cheduled

delivery day /a118 oi Saturday, Sunday, or legal holiday
Section 703 (a) of the bill adds a new section, section 708, to title

VII of the Social Security Act, which deals with the administration
of the programs covered by the Social Security Act.
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Sedion 708(a) requires that, when the date of delivery for either
social security or supplemental security income checks falls on a Sat-
urday, Sunday, or legal public holiday, the checks would be delivered
on the first day preceding that day which is not a Saturday, Sunday,
or legal public holiday, even if delivery would be made before the end
of the month for which such checks are issued.

Section 708(b) amends Sections 204 and 1631(b) of the Act, both of
which deal with correct payment amounts, to provide that no attempt
wifl be made to recover incorrect payments that occur solely because
payment was made early under this provision.

Section 703(b) provides that the amendments made by this section
will be effective with benefit checks regularly scheduled for delivery
on or after the thirtieth day after enactment of this Act.
Section 704. Definition

Section 704 of the bill defines the term "Secretary," as used in the
bill, as the Secretary of Health, Education, and Welfare, unless it is
otherwise indicated by the context.

VI. OTHER MATFERS To BE Thscuss UNDER THE Ruus OF THE HOUSE

In compliance with clause 2(1) (2) (B) of rule XI of the Rules of
the House of Representatives, the following statement is made rela-
tive to the vote by your committee on the motion to report the bill, as
amended. A total of 23 votes were cast for reporting the bill, a total
of 14 votes were cast against reporting the bill.

In compliance with clause 2(1) (3) (A) of rule XI of the Rules of
the House of Representatives, the following statement is made relative
to oversight findings by your committee. As a result of investigations
conducted by the Subcommittee on Social Security, your committee
concluded that it is necessary and desirable to enact legislation to
ensure adequate financing of the Old Age, Survivors and Disability
Insurance programs.

In compliance with clause 2(1) (3) (D) of rule XI of the Rules of
the House of Representatives, your committee states that no oversight
findings or recommendations have been submitted to your committee
by the Committee on Government Operations with respect to the sub-
ject matter contained in the bill.

In compliance with clause 7 of rule XIII of the Rules of the House
of Representatives, the following statement is made relative to the
costs incurred in carrying out this bill. A complete discussion of the
costs of the social security program provisions of the bill is contained
in section IV of this report, which describes the financing of the
amended programs. The following table sets forth the estimated addi-
tional income and outgo of the social security trust funds under present
law resulting from the provisions of this bill, for fiscal years 1978
through 1983.

In compliance with clause 2(1) (4) of rule XI of the Rules of the
House of Representatives, the Committee estimates that enactment of
H.R. 9346 will not have a significant inflationary impact on the na-
tional economy. There are factors working in opposite directions. The
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first factor is that the increase in payroll taxes on the employer would
likely result in higher consumer prices, to the extent that they would
be passed forward to consumers in the form of higher product prices.
Counteracting this effect are two opposing factors. The first would be
the anti-inflationary effect of higher employee taxes which would de-
crease consumer demand. The second is that if trust fund outgo wa
allowed to exceed income by substantial margins, as is currently pro-
jected, this increased consumer income would likely result in substan-
tial inflationary pressure. Thus on balance, the Committee believes
that net inflationary pressures will be very small or negligible because
attempts by firms to raise their product prices to recoup higher em-
ployer payroll taxes will be offset by reduced demand for then
products.

ESTIMATED ADDITIONAL INCOME AND ADDITIONAL OUTGO OF THE OASI AND DI TRUST FUNDS, COMBINED, OVER
PRESENT LAW, RESULTING FROM PROVISIONS OF THE COMMITTEE BILL, FISCAL YEARS, 1978—85

un billionsi

Additional
income

Additional
outgo

FicaI year:
1978
1979
1980

$2.2
5.9
8.5

—$0.3
.4
.5

1981 12.3 .1
1982 24.3 —.6
1983 31.7 —1.3

E8tinuitecI athZitional income to the HI trust funZ over pre8ent law, re8ult4ng
from provisions of the committee bill, fiscal years 1978—88

AthUtionai
income

Fiscal years: (biW.0n8)

1978 —$1. 1
1979 —1.8
1980 —1.2
1981 —0.2
1982 - 2. 6
1983 4.2

Note: Additional outgo over present law, resulting from provisions of the committee
bill, is less than $50,000,000 in any year.

Your committee's cost estimates relating to the provisions of the bill,
which were furnished to the committee by the Department of Health,
EducatiOn, and Welfare, constitute the best information available at
this time.

In compliance with Clause 2(1) (3) (B) of Rule XI of the Rules of
the House of Representatives your committee advises that H.R. 9346,
as reported by your committee, involves no new or increased tax ex-
penditures, and the new budget authority involved therein is tabulated
in the report of the Congressional Budget Office, below.

In compliance with Clause 2(1) (3) (C) of Rule XI of the Rules of
the House of Representatives, the cost estimate supplied your commit-
tee by the Congressional Budget Office follows:
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U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Wa8hington, D.C., Octobe',' 12, 1977.
Hon. AL ULLMAN,
Chaiman, Coimmittee on Ways and Mean.,
U.S. ii oue of Repre8entative8, Wa8hington, D.C.

DEAR Mit. CHAIRMAN: Pursuant to Section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost estimate for H.R. 5383, the Social Security Financing
Amendments of 1977.

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

Sincerely,
JAMES BLUM,

(For Alice M. Rivlin, Director.)

CONGRESSIONAL BUDGET OFFICE, CosT ESTIMATE

1. Bill number: H.R. 9346.
2. Bill title: Social Security Financing Amendments of 1977.
3. Bill status: As reported by the Hous8 Ways and Means Commit-

tee, October 12, 1977.
4. Purpose of bill: The primary purposes of this bill are (1) to

strengthen the financing of the social security system; (2) to reduce
the effect of wage and price fluctuation on the system's benefit struc-
ture; (3) to extend compulsory coverage to employees of the federa'
government, of State and local governments and of nonprofit orga-
nizations; (4) to allow higher earnings for social security recipients;
(5) to eliminate certain gender based distinctions

5. Cost estimate:
TIThE I

DIFFERENCE BETWEEN SOCIAL SECURITY REVENUES UNDER CURRENT LAW AND HOUSE WAYS AND MEANS DE-
CISIONS, UNIFIED BUDGET BASIS, MEASURED AS ESTIMATED WAYS AND MEANS REVENUES MINUS CURRENT
LAW REVENUES'

lIn billions of dollarsj

Item 1978 1979 1980 1981 1982

OASI 0 2.1 4.0 6.8 8.8
DI
OASDI

2.3
2.3

3.5
5.6

4.0
8.0

4.6
11.4

5.3
14.1

HI —1.0 —1.1 —.9 .2 .8
OASDHI 1.3 4.5 7.1 11.6 14.9

I Estimates based on Congressional Budget Office macroeconomic assumptions.

The above table displays the differences between revenues under cur-
rent law and under the Ways and Means proposal. Total Old Age Sur-
vivors Disability Health Insurance (OASDHI) tax rates are not
changed from current through calendar year 1980 under the Ways and
Means proposal, but are increased above current law beyond 1980.
tjnder the Ways and Means proposal, however, a larger share of
OASDHI receipts go into the DI funds than under current law, with
the HI fund receiving a smaller share than under current law.
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The Ways and Means proposal replaces the mechanism that auto-
matically adjusts the level of the taxable maximum with set 1eves of
taxable maximum. (Similar to current law, each year's taxable maxi-
mum applies equally to employers and employees.) The proposed tax-
table maximums are on average $7,000 higher than the estimated levels
under current law. The affect of this is to increase taxable wages and
socia' security revenues.

Budget authority under the bill would increase by approximately
the same amount as receipts in fiscal year 1978. Thereafter, budget
authority would increase by more than receipts because of the addi-
t]onal interest income generated by the larger trust. fund balances.

TITLES ll—VIlI.—EFFECTS ON OUTLAYS OF PROPOSEO MAJOR PROVISIONS: INCREASES IN OUTLAYS FOR FISCAL
YEARS 1978—83

tin billions of dolIars

1978 1979 1980 1981 1982 1983

Oecoupling '
Raise exempt amount in retirement

test
Limit windfall increases for early

retirees

0

(')

0

0

.2

—.2

—0.3

.2

—.4

—0.7

.2

—.7

—1.3

.3

—.9

—2. 1

.3

—1.2
Expand benefits to divorced spouses.
Elimination of marriage as a bar to

benefit entitlement
Elimination of monthly retirement

test
Elimination of retroactive benefits

Total3

0

0

—.2
—. 2

. 2

1. 3

—.2
—.4

. 2

1. 4

—.2
—. 5

. 2

1. 6

—.2
—. 6

. 2

1. 7

—.2
—.6

. 2

1.9

—.3
—. 6

—.4 .9 .4 —.2 —1.8 —2.8

'Includes freezing of minimum benefit and Increment in delayed retirement credit.
Less than $50000,000.
Total includes minor Costs and savings of other provisions.

Background for the main estimates is given below.

TITLE Il—sTABILIZATION OF REPLACEMENT RATE5 IN THE OLD-AGE,
sURvIvORS, AN!) DI5ABILTTY IN5URANCE PROGRAM5

This provision changes the procedure for calculating primary in-
surance amounts for persons becoming eligible for old-age, survivor
or d]sabihty benefits, starting January 1, 1979. A 10-year transitioi
period allows new retiree (but not disability or survivor cases) the
choice of calculating benefits on the new basis or using the 1979 bene-
fit formula.

The new system is "decoupled" in that primary insurance aiiounts
(PTA's) for new beneficiaries will be determined by a different pio-
cedure tran will be used to index benefits of existing beneficiaries.
For the latter group, benefits will in effect be. subject to the same. auto-
matic adjustments for charges in the Consumer Pric' Index as under
current law.

Under the new procedure the PTA for new beneficiary awards would
be calculated as: 90 percent of the first $180 of average indexed
monthly earnings (AIME), 32 percent of the next $905 of AME and
15 percent of AIME over $1,085. The "bend points" in the. formula
are to be adjusted (i.e., indexed) each year for changes in average
wages. As indicated in the bill the adjustments would be based on
changes in "the average of the total wages reported to the Secretary
of the Treasury." The precise construction of the average of the total
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wages is not specified by the bill, but is to be defined in regulations of
the Secretary of Health, Education, and Welfare.

Because of the dependence on "wage indexing" in the new procedure,
it is difficult to estimate the effects on costs of the new decou?led for
mula without knowing how "the average of the total wages' would
be measured. One interpretation would be that an actual wage index
would be constructed in a manner analagous to that of the Consumer
Price Index. Such an index would be adjusted for changes in the ex-
perience nd skill of the work force and would be unaffected by
changes in hours and weeks worked per worker. Another interpreta-
tion of the bill would be that total wages would be the sum of wages
subject to withholding, as reported to the Internal Revenue Service,
and divided by the nunther of individuals reported on the withholding
statements. In this case the change in average wages could be quite
unpredictable and would be affected by factors such as changes in
hours and weeks worked per individual and by changes in the rate of
job turnover (since the number of different employees each wage
earner works for would affect the total number of workers as re-
ported by employers on their W—2 forms).

In addition to the provision for decoupling, the new benefit compu-
tation procedure provides that the regular minimum benefit would be
frozen. at the level in effect at the end of 1978 and that retirement bene-
fits would be increased by 3 percent (instead of 1 percent as in current
law) for each year retirement is delayed beyond the age of 65 and up
to the. ae of 72.

The actuaries of the Social Security Administration have made
the above estimates of the effect of decoupling (including the changes
in the minimum0 benefit and the delayed retirement increment). The
accuaries' estimates assume that for purposes of implementing the
decoupling proposal "average earnings" would increase at a rate con-
sistent with that shown in the 1977 trustees' report. The new benefit
formula yields a saving over current law because under the trustees'
assumptions of futue inflation, the relation between benefits and past
earnings would rise faster than under the provisions of the bill.

TITLE 111—COVERAGE UNDER OASDI

The bill extends mandatory coverage to employees of the federal
government and to those employees of state and local governments
and of nonprofit organizations who are not now covered. The provision
is to take effect in 1982. The way in which the civil service retirement
system and social security would be integrated is not specified in the
bill but is to be the subject of a study made by the Secretary of Health,
Education, and Welfare. The study would be expected to provide a
plan by 1980.

Until the details of a plan are given it is not possible to estimate
the potential costs or savings to the system or to the federal budget of
extending social security coverage.

Other provisions of Title III would have negligible effects on reve-
nues and outlays over the next five years.

TITLE IV—ELIMINATION OF GENDER-BASED DISTINCTIONS UNDER OASDI

The provisions of Part A which equalize the treatment of men and
women with respect to different aspects of benefit eligibility would
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have a minor effect on outlays, increasing them by less than $5 million
a year.

Part B would add two pTovisions with cost implications. The bill
eliminates marriage or remarriage as a factor terminating or reducing
benefits. For exampk, under current law a widow or widower who
iemarries 'oses eligibility for survivor benefits. The bill wouM allow
such cases to retain survivor benefits after remarriage as tong as other
conditions of eligibility for survivor benefits were met. In addition, the
bill reduces from 20 years to 5 years the duration-of-marriage require-
ment for divorced spouses of retired or deceased workers with respect
to eligibility for spouse or survivor benefits.

The estimates were deve'oped in the following way. It. is known that
there are about 400,000 married aged women who had been widows
before remarriage. Not all woWd benefit under the new aw since the
widow's own benefit as a worker or her spouse benefit on her iew
husband's record cou'd exceed her survivor's benefit on the deceased
husband's record. It is known that about 69 thousand remarried widows
in 1977 were receiving spouse benefits on their deceased husbands'
records which they can now do under current 'aw. This group would
under the new aw roughly doible their beiiefits at a cost of about $1O-
mil lion in 1979. In addition, it was assumed that another 200 thousand
aged remarried widows wouM become e]igibk for the difference be-
tween their spouse benefits (or worker benefits) and their survivor
benefits at an estimated cost of $260 million in 179. Based on historica'
data on the number of terminations of benefits each year for widowed
mothers (and children) because of remarriage (or marriage) it was
estimated that an additional 350 thousand persons woWd qualify for
benefits under the bill who would have had benefits terminated under
current 'aw. Additional costs for this group are estimated at about
$850 million in 1979. Estimates on the provision for divorced spouses
and survivors are those of the SSA actuaries

TITLE V—CHANGE IN THE EARNINGS TE5T

The bill would raise to $4,000 in 1978 and to $4,500 in 1979 the
amount of earnings a beneficiary aged 65 to 72 years may have without
losing any retirement benefits. IJncler current law these amounts are
projected to be $3,240 in 1978 and $3,480 in 1979. After 1979, the ex-
empt amount would rise based on the rise in annual earnings.

The estimate was based on files showing the earnings and potential
benefits of persons aged 65 and over in 1973 and 1975. It was assumed
that the relation between earnings and benefits woWd remain the same
over time although the leve' of earnings and benefits wouM rise ii
accordance with CBO assumptions about wage increases and increases
in the CPI. Because of the increase in the exernp amount some indi-
viduals who have lost all benefits would receive a benefit and many
would receive higher benefits. The estimated increases in outlays are
shown in the summary table above.

5. Estimate comparison: None.
6. Previous CBO estimate: None.
7. Estimate prepared by: June O'Neill.
8. Estimate approved by:

JAIES L. BLUM,
AsBistant Director for Budget Anal ysiB.
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Vii. CHANGES IX EXISTING LAW MADE BY THE BILL, As REPORTED

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

SOCIAL SECURITY ACT

* * * * * *

TITLE 11—FEDERAL OLD-AGE, SURVIVORS, AND DIS-
ABILITY INSURANCE BENEFITS

FEDERAL OLD-AGE AND 5URVIVOR5 INSURANCE TRUST FUND AND FEDERAL
DISABILiTY INSURANCE TRUST FUND

SECTION 201. (a) * * *
(b) There is hereby created on the books of the Treasury of the

United States a trust fund to be known as the "Federal Disability In-
surance Trust Fund". The Federal Disability Insurance Trust Fund
shall consist of such gifts and bequests as may be made as provided iu
subsection (i) (1), and of such amounts as may be appropriated to, or
deposited in, such fund as provided in this section. 'rhere is hereby
appropriated to the Federal Disability Insurance Trust Fund for the
fiscal year ending June 30, 1957, and for each fiscal year thereafter, out
of any moneys in the Treasury not otherwise appropriated, amounts
equivalent to 100 per centurn of—

(1) (A) ½ of 1 per centum of the wages (as defined in section
3121 of the Internal Revenue Code of 1954) paid after Decem-
ber 31, 1956, and before January 1, 1966, and reported to the Sec-
retary of the Treasury or his delegate pursuant to subtitle F of
the Internal Revenue Code of 1954, (B) 0.70 of 1 per centumn of
the wages (as so defined) paid after December 31, 1965, and be-
fore January 1, 1968, and so reported, and (C) 0.95 of 1 per
centurn of the wages (as so defined) paid after December 31,
1967, and before January 1, 1970, and so reported, (D) 1.10 per
centum of the wages (as so defined) paid after December 31,
1969, and before January 1, 1973, and so reported, (E) 1.1 per
centum of the wages (as so defined) paid after December 31,
1972, and before January 1, 1974, and so reported. (F) 1.15 per
centum of the wages (as so defined) paid after December 31, 1973,
and before January 1, 1978, and so reported, ((G) 1.2 per centum
of the wages (as so defined) paid after December 31, 1977, and
before January 1, 1981, and so reported, (H) 1.3 per centum of the
wages (as so defined) paid after December 31, 1980, and before
January 1, 1986 and so reported, (I) 1.4 per centum of the wages
(as so defined) paid after December 31, 1985, and before January
1, 2011, and so reported, and (J) 1.7 per centum of the wages
(as so defined) paid after December 31, 2010, and so reported,]
(G) 1.55 per centum of the wages (a8 so defined) paid after De-
cember 3!, 1977, and before January 1, 1979, and so reported, (H)
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1.50 per centum of the wages (a8 o defined) paid after Decem-
ber 81, 1978, and before January 1, 1981, and 80 reported, (1) 1.60
per centum of the wages (a8 80 defined) paid after December 31,
1980, and before January 1, 1985, and o reported, (J) 1.80 per
centum 0/the wages (a8 80 defined) paid after December 31, 1984,
and before Januari,, 1, 1990, and o reported, and (K) 0 per
centum of the wages (a.s so defined) paid after December 31, 1989,
and 80 reported, which wages shall be 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; and

(2) (A) % of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue Code
of 1954) reported to the Secretary of the Treasury or his delegate
on tax returns under subtitle, F of the Internal Revenue Code of
1954 for any any taxable year beginning after December 31, 1956,
and before January 1, 1966, (B) and 0.525 of 1 per centum of the
amount of self-employmen.t income (as so defined) so reported for
any taxable year beginning after December 31, 1965, and before
January 1, 1968, and (C) 0.7125 of 1 per centum of the amount of
employment income (as so defined) so reported for any taxable
year beginning after December 31, 1969, and before January 1,
1973, (E) 0.795 of 1 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year
beginning after December 31, 1972, and before January 1, 1974,
(F) 0.815 of 1 per centum of the amount of self-employment
income (as so defined) as reported for any taxable year beginning
after December 31, 1973, and before January 1, 1978,] (G) 0.850
of 1 per centum of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1981, (H) 0.920 of 1 per cen-
tum of the amount of self-employment income (as so defined) so
reported for any taxable year beginning after December 31, 1980,
and before January 1, 1986, (I) 0.990 of 1 per centum of the
amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1985, and before
January 1, 2011, and (J) 1 per centum of the amount of self-
employment income (as so defined) so reported for any taxable
year beginning after December31, 2010,] (G) 1.090 per centum
of the amount of 8elf-ernployment income (as 80 defined) 80 re-
ported for any tavable year beginning after December 31, 1977,
and before January 1, 1979, (H) 1.055 per centum of the anwunt
of 8elf -employment income (a8 80 defiied) 80 reported for any
taxable year beginning after December 31, 1978, and before Jon-
uary 1, 1981, (1) 1.900 per centum of the amount of 8elf -employ-
ment income (as 80 defined) 80 reported for any taxable year be-
ginning after December 31, 1980, and before January 1. 1985, (J)
1,350 per centum of the amount of 8elf -employment income (a8
80 defined) 80 reported for any taxable year beginn.nq after De-
cember 31, 1984, and before January 1, 1990 and (K) 1,650 per
centum of the amount of 8elf-emplo,ment income (as 80 defined)
80 reported for any taxable year beginning after December 31,
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1989, which self-employment income shall be certified by the Sec-
retary of Health, Education, and Welfare on the basis of the rec-
ords of self-employment income established and maintained by
the Secretary of Health, Education, and Welfare in accordance
with such returns.

* * * * * * *

(j) (1) If at the close of any calendar year after 1977 the balance
remaining in the P'ederal Old-Age and Survivors In8urance Tru8t
Fund or the Federal Di8ability In8urance Trust Fund (as determined
by the Secretary of the Trea8'ury in the folkwing February) is les8
than ?25 percent of the total amount of the epenthtures nuide from
such fund u'nder this title during that calendar year, there s hereby
appropriated to the Secretary of the Treasury for loan8 to such fund,
out of any 'moneys in the Treasury not otherwise appropriated, as of
the following July 1, an amount equal to the difference between
(A) such balance, and (B) 7'/2 percent of the tota2 amount of suM
expend itures.

() If at the close of any calendar year 8uceeding a calendar year
with respect to which a appropriation for loan8 to either trust fund
i8 nuzde under paragraph (1)—

(A) the balance remaining in that fund (as determined by the
Secretary of the Treasury in the following February) ii less than
35 percent of the total amount of the expenditures made from
such fund under thi8 title during such succeeding calendar year
(whether or not an appropriation for loan8 to such fund is made
under paragraph (1) with re8pect to such succeeding year), and

(B) the outstanding balance of all loan8 (includingaccumu-
1,ated interest) which were made to such fund under paragraph
(1) with re8pect to calendar years before such succeeding year
(and which have not been repaid to the Treasury under para-
graph (3)) i8 $,000,OOO,O00 or more,

the taxe8 imposed by 8ection8 1401 (a), 3101(a), and 3111 (a) of z5he
Internal Revenue Code of 1954 with respect to wages received or paid
(and taxable years beginning) in the 8econd calendar year after such
succeeding year shall be i'ncreased as provided in section 319d5 of such
Code.

(3) Any amount appropriated for loan8 to either tru8t fund with
respect to any calendar year under paragraph (1) shall be repaid, with
intere8t, by tra'nsfer from such fuv4 to the general fund of the Treas-
ury. A repayment of such amount shall be made on July 1 next suc-
ceeding any subsequent calendar year at the clo8e o•f which (a deter-
m.ined by the Secretary of the Trea.iury in the following February)
the balance remaining in such fund exceeds 30 percent of the total
amount of the expenditures made from 8uch fund under thi8 title dur-
ing that calendar year, and any 8uch repayment shall be in an amaunt
equal to the difference between (A) such balance, and (B) 30 percent
of the total anount of such expendifiures. Mterest on any stwh loam
8liall be at a rate, as deterimined by the Secretary of the Trea.sury,
equal to the average market yield on the outstanding marketable obli-
gatio of the United States of comparable maturities at the time the
loan wa made.
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OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS

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

* * * * * * *

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 filed application for wife's insurance benefits,
(B) !has atained 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 insurance bene-
fit on the basis of the wages and self -employmemt income of such
individual, and

((C) in the case of a divorced wife, is not married, and]
((D)] (C) is not entitled to old-age or disability insurance

benefits or is entitled to old-age or disability insurance benefit&
based on a primary insurance amount which is less than one-half
of the primary insurance amount of suc!h individual,

shall (subject to subsection (s)) be entitledto a wife's insurance bene-
fit for each month beginning with the first month 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—

((E)](D)she dies,
((F)] (E) such individual dies,.
[(G)] (F) in the case of a wife, they are divorc&1 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]
5 years immediately before the date the divorce became effective,

((H) in the case of a divorced wife, he marries a person other
than such individual,]

((I) (G) in the case of a wife who has not attained age 62, no
child of such individual is entitled to a child's insurance benefitq

(J] (H) she becomes entitled to an old-age or disability insur-
ance benefit based on a primary insurance amount which is equal
to or exceeds one-half of the primary insurance amount of such
individual, or

(K](I) such individual 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 (or, in the ease of a divorced wife, her
former husband) for such month.

((3) In the case of any divorced wife whO marries—
((A) an individual entitled to benefits under subsection (f]

(c), (f), (g),or (h),ofthissction,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 subse.ction
shall, notwithstanding the provisions of paragraph (1) (but subject
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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 by reason of his
death.]

Husband's Insurance Benefits

(c) (1) The husband (as defined in section 216(f)) and every
divorced 1usband (a8 defined in 8ectaon 16(d)) of an individual
entitled to old-age or disability insurance benefits, if such husband
or 8ueh dii,orced hvsband—

(A) has filed application for husband's insurance benefits,
(B) has attained age 62 or (in the case of a hu8band) lta8 in

hiB care (individually or jointly with 8uch individual) at the
time of filing 8Uch application a child entitled to child'8 imur-
ance benefit8 on the ba8i8 of the wages and 8elf-employment in-
come of 8Uch individual,

(C) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Secre-
tary, 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 pri-
mary insurance amount of (his wife] 8uch individual;

shall (8ubject to 8ub8ection (8')) 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, 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 primary insurance amount of his wife, or his wife is not entitled
to disability insurance benefits and is not entitled to old-age insur-
ance benefits] the fir8t month in which any of the foZiowing occurs:

(E') he die8,
(F) such individual die8,
(G) in the case of a hu8band, they are divorced and either (i)

he ha8 not attained age 6, or (ii) he ha8 attained age 6 but ha8
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not been married to such individual for a period of 5 years
immediately before the divorce became effective,

(H) in the case of a husband who has not attained age 65, no
child of such individual is entitled to a child's insurance benefit,

(1) he becomes entitled to an old-age or disability insurance
benefit ba8ed on a primary insurance amount which is equal to or
exceeds one-half of the primary insurance amount of such
individual, or

(1) such individual i8 not entitled to disability insurance
benefits and i8 not entitled to old-age insnrance benefits.

(2) The provisions of subparagraph (c) of paragraph (1) shall
(subject to subsection (s)) not be applicable in the case of any hus-
band 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)

(B) in the month prior to the month of his marriage to such
individual had atained age eighten and was entitled to, or on
apliation therefor would have been entitled to, benefits under
subsection (d); or

(0) in the month prior to the month of his marriage to such
individual he was entitled to, or on application therefor and at-
tainment of the required age (if any) would have been entitled
to, a widower's chjld's (after attainment of age 18), or parent's
insurance annuity under section 5 of the Railroad Retirement Act
of 1937, as amended.

(a) 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 (or, in the case of a divorced husband, Ms
fo'nwr wife) for such month.

Child's Insurance Benefits

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

(A) has filed application for child's insurance benefits,
(B) at the time 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 223(d)) 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 filed,
(ii) if such individual has died, at the time of such death,

or
(iii) if such individual had a period of disability which

continued until he became entitled to old-age or disability
insurance benefits, or (if he has died) until the month of his
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death, at the beginning of such period of disability or at the
time he became entitled to such benefits,

shall be entitled to a child's insurance benefit for each month, begin-
ning with the first month after August 1950 in which such child be-
comes so entitled to such insurance benefits and ending with the month
preceding whichever of the following first occurs—

(D) the month in which such child dies, (or marries,]
(E) the month in which such child attains the ae of 18, but

only if he (i) is not under a disability (as so defined) at the time
he attains such age, and (ii) is not a full-time student during any
part of such month.
* * * * * * *

((5) In the case of a child who has attained the age of eighteen and
who marries—

((A) an individual entitled to benefits under subsection (a),
(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 i 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 (s), not 'be terminated by reason of such marriage; except that,
in the case of such a marriage to (a male] an individual entitled to
benefits under section 223 (a) or this subsection, the preceding provi-
sions of this paragraph shall. not apply with respect to benefits for
months after the last month for which such individual is entitled to
such benefits under section 223 (a) or this subsection unless (i) he
ceases to be so entitled by reason of his death, or (ii) in the ease o an
individual who was entitled to benefits under section 223(a), he is en-
titled, for the month following such last month, to benefits under sub-
section (a) of this section.]

(6] (5) A child whose entitlement to child's insurance benefits on
the basis of the wages and self-employment income of an insured
individual terminated with the month preceding the month in which
such child attained the age of 18, or with a subsequent month, 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—

(A) (i) is a full-time student or is under a disability (as defined
in section 223(d), and (ii) had not attained the age of 22,. or

(B) is under a disability (as so defined) which began before
the close of the 84th month following the month in which his
most recent entitlement to child's insurance benefits terminated
because he ceased to be under such disability,

but only if he has filed application for such reentitlement. Such reen-
titlement shall end with the month preceding whichever of the follow-
ing first occurs:

(C) the first month in which an event specified in paragraph
(1)(D) occurs

(D) the earlier of (i) the first month during no part of which
he is a full-time student, or (ii) the month in which he attains the
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age of 22, but only if he is not under a disability (as so defined)
in such earlier month; or

(E) if he was under a disability (as so defined), the third month
following the month in which he ceases to be under such dis-
ability or (if later) the earlier o—

(i) the first month during no part of which he is a full-
time student, or

(ii) the month in which :he attains the age of 22.
(T] (6) For the purposes of this subsection—

(A) A "full-time student" is an individual who is in full-time
attendance as a student at an educational institution, as deter-
mined by the Secretary (in accordance with regulations pre-
scribed by him) in the light of the standards and practices of the
institutions involved, except that no individual shall be considered
a "full-time student" if he is paid by his employer while attend-
ing an educational institution at the request, or pursuant to a re-
quirement, 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 nonattendance 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 satisfactioof the Secre-
tary that he intends to continue to be in full-time attendance at
an educational institution 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 educational institution immedi-
ately following such period.

(C) An "educational institution" is (i' a school or college or
university operated or directly sulported by the 'United States,
or by any State or local government or political subdivision there-
of, or (ii) a school or college or university which has been ap-
proved by a State or accredited by a State-recoirnized or
nationally-recognized accrediting agency or body, or (iii) a non-
accredited 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.

(D) A child who attains ae 22 at a time when he is a full-time
student (as defined in subraragraph (A) of this paragraph and
without the aflilication of subpararraih (B) of such paragraph)
but has not (at such time) completed the requirements for, or
received, a degree from a four-year college or university shall be
deemed (for purloses of determining whether his entitlement to
benefits under this subsection has terminated under paragraph
(1) (F) and for purposes of determining his initial entitlement
to such benefits under clause (i) of paragraih (1) (B)) not to
have attained such age until the first day of the first month fol-
lowing the end of the quarter or semester in which he is enrolled
at such time (or, if the educational institution (as defined in this
paragraph) in which he is enrolled is not operated on a quarter
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or semester system, until the first day of the first month following
the completion of the course in which he is so enrolled or until
the first day of the third month beginning after such time, which-
ever first occurs).

[8](7) In the case of—
(A) An individual entitled to old-age insurance benefits (other

than an individual referred to in subparagraph (B)), or
(B) an individual entitled to disability insurance benefits, or

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 en-
titled to such old-age or disability insurance benefits shall be deemed
not to meet the requirements of clause (i) or (iii) of paragraph (1)
(C) unless such child—

(C) is the natural child or stepchild of such individual (in-
cluding such a child who was legally adopted by such individual),
or

(D) (i) was legally adopted by suchindividual in an adoption
decreed by a court of competent jurisdiction within the United
States,

(ii) was living with such individual in the United States and
receiving at least one-half of his support from such individual
(I) if he is an individual referred to in subparagraph (A), for
the year immediately before the month in which such individual
became entitled to old-age insurance benefits or, if such individual
had a period of disability which continued until he had become
entitled to old-age insurance benefits, the month in which such
period of disability began, or (II) if he is an individual referred
to in subparagraph (B), for the year immediately before the
month in which began the period of disability of such individual
which still exists at the time of adoption (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), or the
month in which such individual became entitled to disability
insurance benefit, or (III) if he is an individual referred to in
either subparagraph (A) or subparagraph (B) and the child is
the grandchild of such individual or his or her spouse, for the year
immediately before the month in which such child files his or her
application for child's insurance benefits, and

(iii) had not attained the age of 18 before he began living
with such individual.

In the case of a child' who was born in the one-year period during
which such child must have been living with and receiving at least
one-half of his support from such individual, such child shall be
deemed to meet such requirements for such period if, as of the close
of such period, such child has lived with such individual in the United
States and received at least one-half of his support from such indi-
vidual for substantially all of the period which begins on the date of
birth of such child.
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((9)] (8) (A) A child, who is a child of an individual under clause
(3) of the first sentence of section 216(e) and is not a child of such
individual under clause (1) or (2) of such. first sentence shall be
deemed not to be dependent on such individual at the time specified
in subparagraph (1) (C) of this subsection unless (i) such child was
living with such individual in the United States and rec8iving at least
one-half Qf his support from such individual (I) for the year imme-
diately before the month in which such individual became entitled to
old-age insurance benefits or disability insurance benefits or died, or
(II) if such individual had a period of disability which continued
until he had become entitled to old-age insurance benefits, or disability
insurance benefits, or died, for the year immediately before the month
in which such period of disability began, and (ii) the period during
which sich child was living with such individual began before the
child attained age 18.

(B) In the case of a child who was born in the one-year period
during which such child must have been living with and receiving at
least one-half of his support from such individual, such child shall be
deemed to meet such requirements for such period if, as of the close
of such period, such child has lived with such individual in the United
States and received at least one-half of his support from such indi-
vidual for subslantially all of the period which begins on the date of
such child's birth.

Widow's Insurance Benefits

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

((A) is not married,]
((B)] (A) (i) has attained age 60, or (ii) has attained age 50 but

has not attained age 60 and is under a disability (as defined in
section 223(d)) which began before the end of the period specified
in paragraph ((5)](5),

((C)](B) (i) has filed application for widow's insurance bene-
fits, or was entitled to wife's insurance benefits, on the basis of the
wages and self-employment income of such individual, for the
month preceding the month in which he died, and (I) has attained
age 65 or (II) is not entitled to benefits under subsection (a) or
section 223, or

(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother's insurance benefits. for the month pre-
ceding the month in which she attained age 65, and

is not entitled to old-age insurance benefits or is
entitled to old-age insurance benefits each of which is less than
the primary insurance amount of such deceased individual, shall
be entitled to a widow's insurance benefit for each month, begin-
ning with—

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

((F)1(E) if she satisfies subparagraph .((B)](A) by reason
of clause (ii) thereof—
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(i) the first month after her waiting period (as defined in
paragraph ((6)] (4)) in which she becomes so entitled to
such insurance benefits, or

(ii) the first month during all of which she is under a. dis-
ability and in which she becomes so entitled to such insurance
benefits, but only if she was previously entitled to insurance
benefits under this subsection on the oasis of being under a
disability and such first month occurs (I) in the period
specified in paragraph ((5)] (3) and (II) after the month in
which a previous entitlement to such benefits on such basis
terminated,

and ending with the month preceding the first month in which any
of the following occurs: she (remarries,] dies, or becomes entitled to
an old-age insurance benefit equal to or exceeding the primary insur-
ance amount of such deceased individual, or, if she became entitled to
such benefits before she attained age 60, the third month following the
month in which her disability ceases (unless she attains age 65 on or
before the last day of such third month).

(2) (A) Except as provided in subsection (q) (, paragraph (4) of
this subsection,] and subparagraph (B) of this paragraph, such
widow's insurance benefit for each month shall be equal to the primary
insurance amount of such deceased individual.

(B) If the deceased individual (on the basis of whose wages and
self-employment income a widow or surviving divorced wife i en-
titled to widow's insurance benefits under this subsection) was, at any
time, entitled to an old-age insurance benefit which was reduced by
reason of the application of subsection (q), the widow's insurance
benefit of such widow or surviving divorced wife for any month shall,
if the amount of the widow's insurance benefit of sUch widow or sur-
viving divorced wife (as determined under subparagraph (A) and
after application of subsection (q)) is greater than—

(i) the amount of the old-age insurance benefit to which such
deceased individual would have been entitled (after application
of subsection (q)) for such month if such individual were still
living, and

(ii) 821/2 percent of the primary insurance amount of such
deceased individual,

be reduced to the amount referred to in clause (i), or (if greater) the
amount referred to in clause (ii).

((3) In the case of a widow or surviving divorced wife who
marries—

((A) an individual entitled to benefits under subsection (c),
(f),or (h) ofthissection,or

(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),

such widow's or surviving divorced wife's entitlement to benefits under
this subsection shall, notwithstanding the provisions of paragraph (1)
but 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 bene-



132

fits under subsection (d) unless he ceases to be so entitled by reason
of his death.

((4) If a widow, after attaining the age of 60, marries an individual
(other than one described in subparagraph (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 insurance benefit
for the month in which such marrrnge occurs and each month there-
after prior to the month in which the husband dies or such marriage is
otherwise terminated, shall be equal to one-half of the primary insur-
ance amount of the deceased individual on whose wages and self-
enployment income such benefit is based;]

((5)] (3) The period referred to in paragraph (1)((B)](A) (ii),
in the case of any widow or surviving divorced wife, is the period
beginning with whichever of the following is the latest:

(A) the month in which occurred the death of the fully in-
sured individual referred to in paragraph (1) on whose wages
and self-employment income her benefits are or would be based,
or

(B) the last month for which she was entitled to mother's in-
surance benefits on the basis of the wages and self-employment
income of such individual, or

(C) the month in which a previous entitlement to widow's in-
surance benefits on the basis of such wages and self-employment
income terminated because her disability had ceased.

and ending with the month before the month in which she attains age
60, or, if earlier, with the close of the eighty-fourth month following
the month with which such period began.

(6)] (4) The waiting period referred to in paragraph (1)((F)]
(E), in the case of any widow or surviving divorced wife, is the ear-
liest period offive consecutive calendar months—

(A) throughout which she has been under a disability, and
(B) which begins not earlier than with whichever of the fol-

lowing is the later: (i' the first day of the seventeenth month
before the month in which her application is filed, or (ii) the first
day of the fifth month before the month in which the period
specified in paragraph ((5)1 (3) begins.

((7)] (5) In the case of an individual entitled to monthly insurance
benefits payable under this section for any month prior to January
1973 whose benefits were not redetermined under section 102(g) of
the Social Security Amendments of 1972, such benefits shall not be
redetermined pursuant to such section, but shall be increased pursuant
to any general benefit increase (as defined in section 215(i' (3)) or any
increase in benefits made under or pursuant to section 2Th (i), inc1ud
in for this purpose the increase provided effective for March 1974,
as though such redetermination had been made.

Widower's Insurance Benefits

(f) (1' The widower (as defined in section 216(g)') and even our-
i,ivinc' divorced hvba.'n4 (a8 defi'ne4 in 8ectio% p16(d)) of an individ-
ual who died a fully insured individual, if such widower or 8UCh 8UT-
viving divorced hub8and—
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((A) has not reniarried,]
((B)] (A) (i) has attained age 60, or (ii) has attained age 50

but has not attained 'age 60 and is under a disability (as defined
in section 223(d)) which began before the end of the period spec-
ified in paragraph ((6),](4),

((C)](B) (i) has filed application for widower's insurance
benefits or was entitled to husband's insurance benefits, on the
basis of the wages and self-employment income of such individ-
ual, for the month preceding the month in which she died, and
(I) has attained age 65 or (II) is not entitled tóbenefits under
subsection (a) or section 223, or

(ii) wa. entitled, on the basis of 8uch wages and 8elf-elmploy-
ment income, to father's in8urance benefit8 for the nwrtth preced-
ing the mmtth in which he attained age 65,

((D)](C) (i) was receiving at least one-half of his support,
as c1termined in uccordance with regulations prescribed by the
Sceretary, from such individual at the time of her death or, if
such individual had a period of disability which did not end prior
to the month in which she died, at the time such period began or
at the time of her death, and filed proof of such suppoit within
two years aft8r 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 re-
ceiving at least one-half of his support, as determined in accord-
ance with regulations prescribed by the Secretary from such
individual at the time she became entitled to old-age or disability
insurance &enefits or, if such individual had a period of disability
which did not end prior o the month in whic!h she became so
entitled, at the time such period began or at the time she became
entitled to suth benefits, and filed proof of such support within
two years after the month in which he became entitled to such
benefits, or, if she had such a period of disability, within two
years after the month in which she filed applicaition 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,

E(E)](D) is not entitled to old-age insurance benefits, or is
entitled to old-age insurance benefits each of which is less than the
primary insurance amount of '[his deceased wife,] 8uch decea8ed
individual,

shall be entitled to a widower's insurance benefit for each month, be-
ginning with—

• ((F)](E) if he satisfies subparagraph ((B)](A) by reason
of clause (i) thereof, the first month in which he becomes so en-
titled to such insurance benefits, or

((G)](F) if he satisfies subparagraph ((B)](A) by reason
of clause (ii) thereof—

(i) the first month after his waiting period (as defined in
paragraph ((7)] (5)) in which hebeepmes so entitled to such
insurance benefits, or

(ii) the first month during all of which he is under a dis-
ability and in which he becomes so entitled to such insurance
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benefits, but only if he was previously entitled to insurance
benefits under this subsection on the basis of being under a
disability and such first month occurs (I) in the period
specified in paragraph [(6)] (4) and (II) after the month
in which a previous entitlement to such benefits on such basis
terminated,

and endin with the month preceding the first month in which any of
the following occurs: he [remarries,] dies, or becomes entitled to an
old-age insurance benefit equal to or exceeding the primary insurance
amount of [his deceased wife,] eucli deceaeed individual, or, if he be-
came entitled to such benefits before he attained age 60, the third month
following the month in which his disability ceases (unless he attains
age 65 on or before the last day of such third mcnth).

(2) The provisions of subparagraph [(D)] (C) of paragraph (1)
shall (subject to subsection (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);
• (B) in the month prior to the month of his marriage to such
iiTdividual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsectiOn (d) ; or

(C) in the month prior to the month of his marriage to such
individual he was entitled to, or on application therefor and
attainment of the required age (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 flailroad Retirement Act
of 1937, as amended.

(3) (A) Except as providd in subsection (q)[, paragraph (5),of
this subsection,] and subparagraph (B) of this paragraph, such wid-
ower's insurance benefit for each month shall be equal to the primary
insuranáe amount of Fhis deceased wifel 8ueli decea8ed indivzdual.

(B) If the deceased [wife] (on the basis of whose wages and self-
employment ihcome a widower or 8urvivinq divorced liu8band is en-
titled to widower's insurance benefits under this subsection) was, a
any time, entitled to an old-age insurance benefit which was reduced
by reason of the application of subsection (q), the widower's insur-
ance benefit of such widower or 8urvivinq divorced liu8band for any
month shall, if the amount of the widower's insurance benefit of such
widower o 8urvivinq divorced liu8bartd (as determined under sub-
paragraph (A) and after application of subsectaon (q)) is greater
than—

(i) the amount of the old-age insurance benefit to which such
deceased [wife] individuaZ would have been entitled (after appli-
cation of subsection (q)) for such month if such [wife] individ-
uaZ were stifl living; and

(ii) 821/2 percent of the primary insurance amount of such
deceased [wife] individual;

be reduced to the amount referred to in clause (i), or (if greater) the
amount referred to in clause (ii).
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[(4) In the case of a widower or 8urviving divorced hu8band who

[(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 entitled to benefits under subsection (d),

such widower's or 8urvivinq divorced hu8band'8 entitlement to benefits
under this subsection shall, notwithstanding the provisions of para-
graph (1) but subject to subsection (s), not be terininited by reason
of such marriage; eczcept that, in the case of 8uch a marriage to an
individual entitled to beneflt8 under 8ub8ection (d), the preceding pro-
vzzon of tltz.i paragraph 8hall 'not apply with re8pect to benefit8 for
montli.q after the la8t month for witich 8uch individual i8 entitled to
8uch beneflt8 under 8ub8ection (d) unle88 8he ceae to be 80 entitled
by rea8on of her death.]

((5) If a widower, after attaining the age of 60, marries an in-
dividual (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 pro-
visions of paragraph (3) and subsection (q), 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 marriage
is, otherwise terminated, shall be equal to one-half of the primary
insurance amount of the deceased individual on whose wages and self-
employment income, such benefit is based.]

((6)] (4) The period referred to in paragraph (1)((B))(A) (ii),
in' the case of any widower or 8ur-viving divorced hu8band, is the period
beginning with whichever of the following is the latest:

(A) the month in which occurred the death of the fully in-
sured individual referred to in paragraph (1) on whose wages
and selfemployment income his benefits are or would be based,
(or]

(B) the month in which a previous entitlement to widower's
insurance benefits on the basis of such wages and self-employ-
ment income terminated because his disability had ceased, or

(C) the la8t moi,th for which he wa entitled to father'8 ifl8ur-
ance beneflt8 on the ba8i8 of the wages and 8elf-emplojlment in-
come of 8uch individual,

and ending with the month befor the month in which he attauis age
60, or, if earlier, with the close of the eighty-fourth month following
the month with which such period began.

((7)] (6) The waiting period referred to in paragraph (1)(G)]
(F), in the case of any widower or 8urviviflg divorced hu8band, is the
earliest period of five consecutive calendar months—

(A) throughout which he has been under a disability, and
(B) which begins not earlier than with whichever of the fol-

lowing is the later: (1) the first day of the seventeenth month
before the month in which his application is filed, or (ii) the first
day of the fifth month before the month in which the period
specified in paragraph ((6)] (4) begins.

((8)] (6) In the case of an individual entitled tornonthl insur-
ance benefits payable under this section for any month prior to January
1973 whose benefits were not redetermined under section 102(g) of
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the Social Security Amendments of 1q72, such benefits shall not be
redetermined pursuant to such section, but shall be increased pursuant
to any general benefit increase (as defined in section 215(i) (3) )or any
increase in benefits made under or pursuant to section 215(i), includ-
ing for this purpose the increase provided effective for March 19'T4,
as though such redetermination had been made.

Mother's and Father'8 Insurance Benefits

(g) (1) The (widow] 8urtnving 8O18 and every surviving di-
vorced (mother] parent (as defined in section 216 (d)) of an individ-
ual who died a fully or currently insured individual, if such (widow]
surviving 8OU8 or surviving divorced (mother] parent—

((A) is not married,]
((B)] (A) is not entitled to a (widow] 8u?viving 8pO18e'8 in-

surance benefit,
(C)] (B) is not entitled to old-age insurance benefits, or is

entitled to old-age insurance benefits each of which is less than
three-fourths of the primary insurance amount of such individual,

((D)] (C) has filed application for mother's or /ather'8 insur-
ance benefits, or was entitled to (wife's insurance benefits] a
8pou8e'8 irance be'ne/it on the basis of the wages and self-em-
ployment income of such individual for the month preceding the
month in which (he] ueh individwi2 died,

((E)] (D) at the time of filing such application has in (her]
hie or liei care a child of such individual entitled to a child's in-
surance benefit, and

((F)] (if) in the case of a surviving divorced (mother]
parent—

(i) the child referred to in subparagraph ((E)] (D) is
(her] hi8 or her son, daughter, or legally adopted child, and

(ii) the benefits referred to in such subparagraph are pay-
able on the basis of such individual's wages and self-employ-
ment income.

shall (subject to subsection (s)) be entitled to a mother's or /ather'8
insurance benefit for each month, beginning with the first month
(after August 1950] in which (she] he or 8116 becomes so entitled to
such insurance benefits and ending with the month preceding the first
month in which any of the following occurs: no child of such deceased
individual is entitled to a child's insurance benefit, such (widow] our-
viving spouse or surviving divorced (mother] parent becomes entitled
to an old-age msurance benefit equal to or exceeding three-fourths of
the primary insurance amount of such deceased individual, (she] he
or 8he becomes entitled to a (widow's] 8urviving spOuBe'8 insurance
benefit, (she] (he or she] (remarries] or (she] he dies. Enetitlement
to such benefits shall also end, in the case of a surviving divorced
(mother] parent, with the month immediately preceding the first
month in which no son, daughter, or legally adopted child of such
surviving divorced (mother] parent is entitled to a child's insurance
benefit on the basis of the wages and self-employment income of such
deceased individual.
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(2) Such mother's or father's insurance benefit for each month shall
be equal to three-fourths of the primary insurance amount of such
deceased individual.

(3) In the case of a (widow] surviving spouse or surviving di-
vorced (mother] parent who marries—

(A) an individual entitled th benefits under thiB subsectwn or
subsection (a), (c), (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] surviving spouse or surviving di-
vorced [mother] parent to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsec-
tion (s), not be terminated by reason of siih marriage; except that,
in the case of such a marriage to an individual entitled to benefits
under section 223 (a) or subsection (d) Of this section, the preceding
provisions of this paragraph shall not apply with respect to benefits
for months after the last month for which such individual is entitled
to such benefits under section 223(a) or subsection (d) of this section
unless (i) (he] such individual ceases to be so entitled by reason of
(his] hi8 or her death, or (ii) in the case of an individual who was
entitled to benefits under section 223(a), [he] such individual is en-
titled, 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 si3bsection) 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) filed proof of such support within
two years after the date of such death, or, if such individual had
such a period of disability, within two years after the month in
which such individual filed application with respect to such period
of disability or two years after the date of such death, as the case
may be,

((C) has not married since such individual's death,]
((D)] (C) is not entitled to old-age insurance benefits, or is

entitled to old-age insurance benefits each of which is less than
821/2 percent of the primary insurance amount of such deceased
individual if the amount of the parent's insurance benefit for such
amount is determinable under paragraph (2) (A) (or 75 percent
of such primary insurance amount in any other case), and

((E)J (D) has filed application for parent's insurance benefits,
shall be entitled to a parent's insurance benefit for each month begin-
ning with the first month after August 1950 in which such parent
becomes so entitled to such parent's insurance benefits and ending with
the month preceding the first month in which any of the following
occurs: such parent dies, (marries,] or becomes entitled to an old-age
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insurance benefit equal to or exceeding 82½ percent of the primary
insurance amount of such deceased individual if the amount of the
parent's insurance benefit for such month is determinable under para-
graph (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 82½ per-
cent 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 for such deceased individual's
wages and self-employment income, such benefit for each such parent
for such month shall (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 a appli-
cation filed after such month and after the month in which the
application for the parent's benefits referred to in clause (i) was
filed,

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 deter-
mined 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 mont.h shall be equal to 150 percent of the primary
insurance amount of the deceased individual minus the amount (be-
fore 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 individual, a stepparent of an individual by a marriage
contracted before such individual attained the age of sixteen, or an
adopting parent by whom an individual was adopted before he at-
tained the age of sixteen.

((4) In the case of a parent who marries—
((A) an individual entitled to benefits under this subsection or

subsection (b), (c), (e), (f),or (g),or
((B) an individual who has attained theage of eighteen and is

entitled to benefits under subsection (d),
such parent's entitlement to benefits under t.his subsection shall, not-
withstanding 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 (a male] an individual entitled to
benefits under subsection (d), 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
subsection (d) unless he ceases to be so entitled by reason of his death.]
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* * * * * *

Application for Monthly Insurance Benefit8

(j) (1) (An] Subject to the limitations contained in paragraph
(4), 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 suc-
ceeding such month. Any benefit under this title for a month prior to
the month in which application is filed shall be reduced, to any extent
t.hat may be necessary, so that it will not render erroneous any benefit
which, before the filing of such application, the Secretary has certified
for payment for such prior month.

(2) An application for any monthly benefits under this section filed
before the first month in which the applicant satisfies the require-
ments for such benefits shall be deemed a valid application on'y if the
applicant satisfies the requirements for such benefits before the Secre-
tary makes a final decision on the application. If upon final decision
by the Secretary, or decision upon judicial review thereof, such appli-
cant is found to satisfy such requirements, the application shall be
deemed to have been filed in such first month.

(3) Notwithstanding the provisions of paragraph (1), an individual
may, at his option, waive entitlement to any benefit referred to in para-
graph (1) for any one or more consecutive months (beginning with
the earliest month for which such individual would otherwise be en-
titled to such benefit) which occur before the month in which such
individual files application for such benefit; and, in such case, such
individual shall not be considered as entitled to such benefits for any
such month or months before such individual filed 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.

(4) (A) Except a provided in 8ub paragraph (B), no individual
shall be entitled to benefits u'nder subsection (a), (b), (c), or (f) for
any ?nonth prior to the month in 'which he or she files an application
for such benefits if the effect of 8uch pa?pnent v,ould be to reduce,
pursuant to .s'ubsection (q), the nwnthly benefit8 to which such mdi-
,idua2 would otherwe be entitled.

(B) (i) If the individ'ual applying for retroactive benefits i apply-
ing for such benefits under subsection (a), and there are one or more
other pei'sons who would, except for subparagraph (A), be entitled
foi' any nwnth, on the basis of the iage8 and self-e'imployment income
of such individual and becawe of 8uch individual's entitlement to 8uch
retroactive benefits, to retroactive benefits under subsection (b), (c),
or (d) not subject to reduction under subsection (q), then ubpara-
graph (A) siwil not apply with respect to $uch month or any .9ub-
8eq'uent month.

(ii) If the individual applying for ret?'ocative benefits is a suriviving
spouse, or survivin.q divorced spouse who is under a disability (a8
defined in section 3(d)), and such individual would,, except for 8ub-
paragraph (A), be entitled to retroactive bee fits as a disabled surviv-
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ing poue, or urtiving divorced 8POU8 for any month before he or 8he
attained the age of 60, then 8ub paragraph (A) 8hall not apply with
re8pect to 8uch month or any 8ub8equent month.

(iii) If the individual applying for retroactive benefit8 ha8 exce
ear4ing8 ((is defined in 8ectWn 203(f)) in the year in which he or 8he
file8 an applicatkn for 8uch beneftt8 which could, except for 8ubpara-
graph (A), be charged to month8 in 8Uch year prior to the month of
application, then 8ub paragraph (A) 8hall not apply to so niany of
8uch m.onth8 invmediately preceding the month of application a are
required to charge 8uch exce earning8 to the mavimum extent
po8sible.

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 filing application, to child's insurance benefits on
the basis of the wages and self-employment income of some other in-
sured 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 ap-
plication 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 in-
surance benefits on the basis of the wages and self-employment income
of bothsuch insured individuals.

(2) (A) Any child who under the preceding provisions of this section
is entitled for any month to child's insurance benefits on the wages and
self-employment income of more than one insured individual shall,
notwithstanding such provisions, be entitled to only one of such child's
insurance benefits for such month. Such child's insurance benefits for
such month shall be the benefit based on the wages and self-employment
income of the insured individual who has the greatest primary insur-
ance amount, except that such child's insurance benefits for such month
shall be largest benefit to which such child could be entitled under sub-
section (d) (without the application of section 203(a)) or subsection
(m) if entitlement to such benefit would not, with respect to any per-
son, result in a benefit lower (after the application of section 203(a))
than the benefit which would be applicable if such child were entitled
on the wages and self-employment income of the individual with the
greatest primary insurance amount. 'Where more than one child is en-
titled to child's insurance benefits pursuant to the preceding provisions
of this paragraph, each such child who is entitled on the wages and
self-employment income of the same insured individuals shall be en-
titled on the wages and self-employment income of the same such
insured individual.

(B) Any individual ((other than an individual to whom subsection
(e) (4) or (f) (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 disability insurance benefit) under this title shall be entitled tQ only
one such monthly benefit for such month, such benefit to be the largest
of tJe monthly behefits to which he (but for this subparagrapJi (B))
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would otherwise be entitled for such months. (Any individual wJio is
entitled for any. month to more than one widow's or widower's msur-
alice benefit to which subsection (e) (4) or (f) (5) applies shall be
entitled to only such benefit for such month, such benefit to be the
largest of such benefitsj

(3) ((A)] If an individual is entitled to an old-age or disability
insurance 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), subsection (e) (2) or (f)
(3), and any reduction under section 203(a), shall beFeduced, but not
below zero, y an amount equal to such old-age or disability insurance
benefit (after reduction under such subsection (q)).

((B) If an individual is entitled for any month to a.widow's or
widower's insurance benefits to which subsection (e) (4) or (f) (5)
applies and to any other monthly insurance benefit under section 202
(other than an old-age insurance benefit), such other insurance bene-
fit 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 reduc-
tions under such subparagrwph (A) and such section 203(a).]

(4) Any individual who, under this section and section 223, is enti-
tled for any month to both an old-age insurance benefit and a disability
insurance benefit under this title shall be entitled to only 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.

* * * * * *

Minimum Survivor's Benefit

'(( m) (1) In any case in which an individual is entitled to a monthly
benefit under this section on the basis of the wages and self-employ-
ment income of a deceased individual for any month and no other
person is (without the application of subsection (j) (1)) entitled to a
monthly benefit under this section for such month on the basis of such
wages and self-employment inconie, such individual's benefit amount
for such month, prior to reduction under subsection (k) (3), shall
be not less than the first amount appearing in column IV of the table
in (or deemed to be in) section 215(a), except as provided in para-
graph (2).]

(1) In any case in whieh an individual iB entitled to a monthly bene-
fit under thiB 8ection on the ba8is o/ a primary inBurance amoviit com-
puted under 8ection 15 (a) or (d), a in effect a/ter December1978, on
the hasi8 o/the wages and 8e1/-employment income of a decea8ed i'ndi-
vidual for any month and 'iw other peron is (without the application
o/ 8uh8eet'zofl (j) (1)) eiititied to a monthly benefit under thi8 8ectwn
/or that month on the ba8i8 of 8uch wages and 8e1/-employment income,
the indi'vidual'8 benefit amount /or that nunth, prior to reduction un-
der ub8ction (k) (3). 8hall not be le8s than that provzded by 8ub-
pragrap1 (0) (i) (1) o/ 8ection 215(a) (1) and increa8ed sunder 8ec-
tion 15 (i) /0? rnonth8 a/tcr May 0/the year i which th insured in-
divi4ual died a t1ough 8uch benefit were a primary in8urance amount.
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* * * * * *

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 file proof of support; under subparagraph (C) of sub-

section (c) (1), clause (i) or (ii) of subparagraph ED] (C) 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, applications for a
lump-sum death payment uncler subsection (i), or under subsec-
tion (g) of this section as in effect prior to the Social Security Act
Amendments of 1950, within the period prescribed by such sub-
section,

any such 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 period if it is shown to the satisfaction of the Secretary that there
was good cause for failure to file such proof or application within
such period. The determination of what constitutes good cause for
purposes of this subsection shall be made in accordance with regula-
tions of the Secretary.

Reduction of Benefit Amounts for Certain BeneficiarIes

(q) (1) If the first month for which an individual is entitled to an
old-age, wife's, husband's, widow's, or widower's insurance benefit
a month before the month in which such individual attains retirement
age, the ttmount of such benefit for such month and fof any subse-
quent month shall, subject to the succeeding paragraphs of this sub-
section, be reduced by—

(A) % of 1 percent of such amount if such benefit is an old-
age insurance benefit 2%e of 1 percent of such amount if such
benefit is a wife's or husband's insurance benefit, or 1¾o of 1 per-
cent of such amount if such benefit is a widow's or widower's
insurance benefit, multiplied by—

(B) (i) the number of months in the reduction period for such
benefit (determined under paragraph (6) (A)), if such benefit s
for t month before the month in which such individual attains
retirement age, or

(ii) if less, the number of such months in the adjusted r&Iuction
period for such benefit (determined under paragraph (7)), if
such benefit is (I) for the month in which such individund attains
age 62, or (II) for the month in which such individua' attains
retirement age;

and in the case of a widow or widowers whose first month of entitle-
ment to a widow's or widower's insurance benefit is a month before
the month in which such widow or widower ttttains age 60, such bene-
fit, reduced pursuant to the preceding provisions of this paragraph
(and before the application of the second sentence of paragraph (8)),
shall be further reduced by—
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(C) 4%4 of 1 percent. of the amount of such benefit, multiplied
by—

(D) (i) the number of months in the additional reduction
period for such benefit (determined under paragraph (6) (B)), if
such benefit is for a month before the month in which such indi-
vidual attains age 62, or

(ii) if less, the number of months in the additional adjusted
reduction period for such benefit (determined under paragraph
(7)), if such benefit is for the month in which such individual
attains age 62 or any month thereafter.

(2) If an individual is entitled to a disability insurance benefit for a
month after month for which such individual was entitled to an
old-age insurance benefit, such disability insurance benefit for each
month after a month for which such individual was entitled to an
would be reduced under paragraphs (1) and (4) for such months had
such individual attained age 65 in the first month for which he most
recently became entitled to a disability insurance benefit.

(3) (A) If the first month for which an individual both is entitled
to a wife's, husband's, widow's, or widower's insurance benefit and
has attained age 62 (in the case of a wife's or husband's insurance
benefit) dr age 50 (in the case of a widow's or widower's insurance
benefit) is a month for which such individual is a]so 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, husband's,
widow's, or widower'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 and is not entitled to a disability insurance bene-
fit, such individual's wife's, or husband's insurance benefit shall be
reduced by the sum of—

(i) the amount by which such old-age insurance benefit is
reduced under paragraph (1) for such month, and

(ii) the amoüñt by which such wife's or husband's insurance
benefit would be reduced under paragraph (1) for such month
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 subsection).

(C) For any month for which such individual is entitled to a dis-
ability insurance benefit, such individual's wife's, husband's, widow's,
or widower's insurance benefit shall be reduced by the sum of—

(i) the amount by which such disability insurance benefit is re-
duced under paragraph (2) for such month (if such paragraph
applied to such benefit), and

(ii) the amount by which such wife's, husband's, 'widow's, or
widower's insurance benefit would be reduced under paragraph
(1) for such month if it were eaual to the excess of such wife's,
husband's, widow's, or widoweis insurance benefit (before re-
duction under this subsection) over such disability insurance
benefit (before reduction under this subsection).
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(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, husband's, widow's, or widower'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 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 sub-
section (e) (1) in the case of a widow or surviving divorced wife or
subsection (f)(1) in the case of a widower or surviving divorced huB-
band, be) entitled to a widow's or widower's insurance benefit to which
such individual was first entitled for a month before she or he 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 subparagraph) such
old-age insurance benefit would have been reduced under para-
graph (1),or

(ii) the amount aual to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced
under paragraph (1) if the period specified in paragraph (6) (A)
end€d with the month before the month in which he or he at-
tained age 62 and (II) the amount by which such old-age insur-
ance benefit would be reduced under paragraph (1) if it were
equal to the excess of such old-age insurance benefit (before re-
duction under this subsection over such widow's or widower's
insurance benefit (before reduction under this subsection).

(F) If the first month for which an individual is entitled to a dis-
ability insurance benefit (when such first ninth occurs with or after
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)
in the ease of a widow or surviving divorced wife or subsection (f) (1)
in the case of a widower or survivina divorced husband. be) entitled
tø a widow's or widower's insurance benefit to which such individual
was first entitled for a month before she or he 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 subparagraph) such dis-
ability insurance benefit would have been reduced under para-
graph (2),or

(ii) the amount equal to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced
under paragraph (1) if the period specified in naragraph (6) (A)
ended with the month before the month in which she or he at-
tained age 62 and (II) the amount by which such disability insur-
ance 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 or widower's
insurance benefit (before reduction under this subsection).

(0) If the first month for which an individual is entitled 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
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which such individual is also (or would, but for subction (e) (1) in
the case of a widow or surviving divorced wife or subsection (f) (1)
in the case of a widower or 8urviving divorced husband be) entitled
to a widow's or widower's insurance benefit, 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 a if the period specified in paragraph (6) (A)
(or, if such paragraph does not apply, the period specified in para-
graph (6) (B)) ended with the month before the first month for which
she or he most recently became entitled to a disability insurance benefit.

(H) Notwithstanding subparagraph (A) of this paragraph, if the
first month for which an individual is entitled to a widow's or widow-
er's insurance benefit is a month for which such individual is also en-
titled to an old-age insurance benefit to which such individual was
first entitled for that month or for a month before she or he became
entitled to a widow's or widower's benefit, the reduction in such wid-
ow's or widower's insurance benefit shall be determined under para-
graph (1).

(4) If—
(A) an individual is or was entitled to a benefit subject to

reduction under paragraph (1) or (3) of this subsection, and
(B) such 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 bas&1,

(then the amount of the reduction of such benefit for each month shall
be computed separately (under paragraph (1) or (3), whichever ap-
plies) for the portion of such benefit which constitutes such benuit
before any increase described in subparagraph (B), and separately
(under paragraph (1) or (3), whichever applies to the benefit being in-
creased) for each such increase. For purposes of determining the
amount of the reduction under paragraph (1) or (3) in any such in-
crease, 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.]

then the amount of the reduction of such benefit ((if ter the applica-
tion of any adju8tinent under paragraph ('7)) for each month begin-
ninq with the month, of 8Uch increa8e in the primai'ii ifl8urance amount
8hall be computed under paragraph (1) or (3), wtichever applie8, a8
thov.gh the increa8ed primary in8uralwe amount had been in effect for
and after the month for which the individual first became entitled to
such monthiy benefit reduced vinder 8uch paragraph (1) or (3).

(5) (A) No hw9band'8 or 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 hi8 or her with the Secrtary, in ac-
cordance with regulations prescribed by him, in which he or she
elects to receive hlu8band'8 or wife's insurance beneftts reduced as
provided in this subsecition, or

(ii) for any month in which he or she has in hi8 or her care (in-
dividually or jointly with the person on whose wags and sgif-
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employment income hi.9 or her hu8band'8 or wife's insurance bene-
fit based) a child of such person entitled to child's insurance
benefits.

(B) Any certificate described in subparagraph (A) (i) shall be ef-
ective for purposes of this subsection (and for purposes of prevent-
ing deduotions under section 203() (2) ) —(i) for the month in which it is filed and for ny month there-

after, and
(ii) for months in the period designated by the [woman] in-

dii,idual filing such certificate, of one ofrnore consecutive months
(not cxceeding 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 whith he or she attains age 62, nor shall it be effive
for any month to which subparagraph (A) (ii) applies.

(C) If a woman] an individual does notbve in MB or her care a
child described in subparagraph (A) (ii) in the first month for which
he or she is entitled to a hu8band'8 or wife's insurance benefit, and if
such first month is a month before 'the month in which he or she attains
age65, he or she shall be deemed to have filed in such first month the
certificate described in subparagraph (A) (i).

(D) No widower'8 or widow's insurance benefit for a month in which
wife or she has in M8 or her care a child of hiB or her deceased wife or
husband (or decrsased former wife or husban1)ntitled to child's in-
suranc benefits shall be reduced under this subsection belpw the
amount to which he or she would have been entitled had he or she been
entitled for such month to father'8 or mother's -insurance benefits on
the basis of hi8 or her deceased wife'8 or husband's (or deeaed former
wife'8 or husband's) wages and self -employment 'income..

(6) For the purposes of this subsection—
(A) the "reduction period" for an individual's old-age, wife's,

husband's, widow's, or widower's insurance. benefif isthe period—
(i) beginning—

(I) in the case of an old-age (or husband's insurance]
benefit, with the first day of the first month for which
such individual is entitled to such benefit, or

(II) in the case of a wife's or hu8band'8 insurance
benefit, with the first day of the first month for which a
certificate described in paragraph (5) (A) (i) is effective,
or

(III) in the 'case of a widow's or widower's insurance
benefit, with the first day of the first month for which
such individual is entitled to such benefit or the first day
of the month in which such individual attains age 60,
whichever is the later, and

(ii) ending with the last day of the month before the
month in which such individual attains retirement age: and

(B) the "additional reduction period" for an individua1's
widow's, or widower's insurance benefit is the period—

(i) beginning with the first day of the first month for
which such individual is entit1ed to such benefit, but on1y if
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such individual has not attained age 60 in such first month,
and

(ii) ending with the last day of the month before the
month in which such individual attains age 60.

(7) For purposes of this subsection the "adjusted reduction period"
for an individual's old-age, wife's, husband's, widow's, or widower's
insurance benefit is the reduction period prescribed in paragraph (6)
(A) for such benefit, and the "additional adjusted reduction period"

•for an individual's, widow's, or widower's, insurance benefit is the addi-
tional reduction period prescribed by paragraph (6) (B) for such
benefit, excluding from each such pei'i—

(A) any month in which such benefit was subject to deduc-
tions undersection 203(b), 203(c) (1), 203(d)(1), or 222(b),

(B) in the case of husband's o'i wife's insurance benefits, any
month in which he or she had in hi8 or her care (individually or
jointly with the person on whose wages and self-employment in-
one such benefits were based ceased to be under a disability,]
insurance benefits,

(C) in the case of wife's or husband's insurance benefits, any
month for which such individual was not entitled to such bene-
fits [because the spouse on whose wages and self-employment in-
come such benefits were based ceased to be under a disability,
becau8e of the occurrence of an event that tern'i4nated her or his
entitlement to 8uch benefits.

(D) in the case of widow's or widower's insurance benefits, any
month in which the reduction in the amount of such benefit was
determined under paragraph (5) (D),

(E) in the case of widow's or widower's insurance benefits, any
month before the month in which she or he attained age 62, and
also for any later month before the month in which he attained
retirement age, for which she or he was not entitled to such bene-
fit because of the occurrence of an event that terminated her or his
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.

(8) This subsection shall be applied after reduction under section
203(a') and after anplication of section 215(g). If the amount of any
reduction computed under paragraph (1), (2'), or (3) is not a multi-
ple 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.

* * * * .* *

Child Aged 18 or Over Attending School

(s)(1) For the purposes of subsections (b)(1), (c)(1), (g)(1),
(g)(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(d)) shall be deemed not entitled to such benefits for such month,
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unless he was under such a disability in the third month before such
month.

(2) Subsection (f) (4),and so much of subsections (b) (3), (c) (4),
(d (5), (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 marriage referred to therein, was under a disability
(as defined in section 223(d)) or had been under such a clisabilit
in the third month before the month in which such marriage occurred.

(3) Subsections (c) (2) (B) and (f) (2) (B) of this section, (so
much of subsections (b)(3). (c)(4), (d)(5), (e)(3), (/)(4), (g)(3),
and (h) (4) of this section as follows the semicolon,] the last sentence of
subsection (c) of section 203, subsection (f) (1) (C) of section 203, and
subsections (b) (3) (B), (c) (6) (B), (f) (3) (B), and (g) (6) (B) of
section 216 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
priorthereto such child was under a disability (as defined in section
223(d)).

* * * * * * *

Effect of 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,
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 convinced or for any month thereafter, in
determining the amount of any such benefit payable to such individual
for any such month, and in determining whether such individual is
entitled to insurance benefits under part A of title XVIII for 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] year in which such conviction oc-
curs or in any prior calendar (quarter] year, 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 any prior taxable year.

(2) As soon as practicable after an additional penalty has, pursu-
ant 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 addtional 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.

* * * * * * *



149

Increase in Old-Age Insurance Benefit Amounts on Account of
Delayed Retirement

(w) (1) [If the first month for which an old-age insurance benefit
becomes payable to an individual is not earlier than the month in
which such individual attains age 65 (or his benefit payable at such
age is not reduced under subsection (q)), the amoMntof the old-age
insurance benefit (other than a benefit based on a primary insurance
amount determined under section 215 (a) (3)) a in effect in Decem-
ber 1978 or 8ection i5(a) (1) (C) (i) (II) a in.effect thereafter
which is payable without regard to this subsection to such individual]
The amount of an old-age in.urance benfit (other than a benefit ba8ed

on a primary inuranwe amount deterimined under 8ection p15(a) (3))
which iB payable without regard to thiB 8b8ection to an individual
shall be increased by—

(A) one-twelfth of 1 percent of such amount, or, in the case of
an individual who fir8t become8 eligible for an old-age in.urance
benefit after December 1978, one-quarter of 1 percent of such
amount, multiplied by

(B) the number (if any) of the increment months for such
individual.

(2) For purposes of this subsection, the number of increment months
for any individual shall be a number equal to the total number of the
months—

(A) which have elapsed after the month before the month in
which such individual attained age 65 or (if later) December
1970 and prior to the month in which such individual attained
age 72, and

(B) with respect to which—
(i) such individual was a fully insured individual (as de-

fined in section 214(a) ),and
(ii) such individual either was not entitled to an old-age

insurance benefit or suffered deductions under section 203(b)
or 203(c) in amounts equal to the amount of such benefit.

(3) For purposes of applying the provisions of paragraph (1), a
determination shall be made under paragraph (2) for each year, begin-
ning with 1972, of the total number of an individual's increment
months through the year for which the determination is made and the

total so determined shall be applicable to such individual's old-age

insurance benefits beginning with benefits for January of the year fol-

lowing the year for which such determination is made; except that
the total number applicable in the case of an individual who attains

age 72 after 1972 shall be determined through the month before the
month in which he attains such age and shall be applicable to his old-

age insurance benefit 'beginning with the month in which he at4ains

such age.
(4) This subsection shall be applied after reduction under section

203(a).
(5) If an individual's primary insurance amount is determined

under paragraph (3) of section 215(a) a in effect in December 1978,

or ectio'n p15(a) (1) (C) (i) (II) a in effect thereafter, and, as a result
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of this subsection, he would be entitled to a higher old-age insurance
benefit if his primary insurance amount were determined under section
215(a) (wlet1er before, in, or after December 1978) without regard
to such paragraph, such individual's old-age insurance benefit based
upon his primary insurance amount determined under such paragraph
shall 'be increased by an amount equal to the difference between such
benefit and the benefit to which he would be entitled if his primary in-
surance amount were determined under such section without regard
to such paragraph.

* * * * * * *

REDUCTION OF INSURANCE BENEFITS

[Maximum Benefits

[Six3. 203. (a) Whenever the total 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 (or deemed to be in) section 215(a) on the line on which appears
in colunm IV such insured individual's primary insurance amount,
such total of benefits shall be reduced to such amount; 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 benefits on the basis of the wages and self-employment
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 indi-
viduals, or (B) the last figure in column V of the table appearing
in section 215(a), or

((2) when two or more persons were entitled (without the ap-
plication of section 202(j) (1) and section 223(b) to monthly
benefits under section 202 or 223 for January 1971 or any prior
month on the basis of the wages and self-employment income of
such, insured individual and the provisions of this subsection as in
effect for any such month were applicable in detcrmining the
benefit amount of any persons on the basis of such wages' and self-
employment income, the total of benefits for any month after
January 1971 shall not be reduced to less than the largest of—

[(A) the amount determined under this subsection without
regard to this paragraph,

[(B) the largest amount which has been determined for
any month under this subsection for persons entitled to
monthly benefits on the basis of such insured individual's
wages and self-employment income, or

[(C) if any persons are entitled to benefits on the basis of
such wages and self-employment income for the month before
the effective month (after Septen-iber 1972) of a general
benefit increase under this title (as defined in section
215(i)(3)) or a benefit increase under the provisions of sec-
tion 215(i), an amount equal to the sum of amounts derived
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by multiplying the benefit amount determined under this title
(excluding any part thereof determined under section
202(w)) for the month before such effective month (includ-
ing this subsection, but without the application of section
222(b), section 202(q), and subsections (b), (c), and (d) of
this section), for each such person for such month, by a per-
centage equal to the percentage of the increase provided under
such benefit increase (with any such increased amount which
is not a multiple of $0.10 being rounded to .the- next higher
multiple of $0.10);

but in any suoh case (i) paragraph (1) of this subsection shall
not be applied to such total of benefits after the application of
subparagraph (B) or (C), and (ii) if section 202(k) (2) (A) was
applicable in the case of any such benefits for a month, and ceases
to apply for a month after such month, the provisions of sub-
paragraph (B) or (C) shall be applied, for and after the month
in which section 202(k) (2) (A) ceases to apply, as though para-
graph (1) had not been applicable to such total of benefits for the
last month for which subparagraph (B) or (C) was applicable, or

[(3) when any of such individuals is entitled to monthly bene-
fits as a divorced wife under section 202(b) or as a surviving di-
vorced wife under section 202(e), r a a divorced husband uniler
8ection 202(c) or as a urvi'ving divorced huBband under section
O2(f), for any month, .the benefit to which he or 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 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
individual shall be determined as if no such divorced wife or
surviving divorced wife or divorced husband or surviving di-
vorced huBband were entitled to benefits for such month.

In any case in which benefits are reduced pursuant to the preceding
provisions of this subsection, such reduotion 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 in the
total of monthly benefits to which individuals are entitled for any
month on the basis of the wages and self-employment income of an
insur&1 individual, each such benefit other than the old-age or dis-
ability insurance benefit shall be proportionately descreased; except
that if such total of benefits for such month includes any benefit or
benefits. under section 202(d) which are payable solely by reason
of section 216(h) (3), the reduction shall be first applied to reduce
(proportionately where there is more than oie benefit so payable)
the benefits so payable (but not below zero),

ç t) notwithstanding any other provisions of law, when—
((A) two or more persons are entitled to monthly benefits

for a particular month on the basis of the wages and self-
employment income of an insured individual and (for such
particular month) the provisions of this subsection and sec-
tion 202(q) are applicable to such monthly benefits, and
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[(B) such individual's primary insurance amount is in-
creased for the following month under any provision of this
title,

then the total of monthly benefits for all persons on the basis of such
wages and self-employment income for such particular month, as de-
termined under the provisions of this subsection, shall for purposes
of determining the total monthly benefits for all persons on the basis
of such wages and self-employment income for months subsequent to
such particular month to be considered to have been increased by the
smallest amount that would have been required in order to assure that
the total of monthly benefits payable on the basis of such wages and
self-employment income for any such subsequent month will not be
less (after the application of the other provisions of this subsection and
section 202(q)) than the total of monthly benefits (after the applica-
tion of the other provisions of this subsection and section 202(q))
payable on the basis of such wages and self-employment income for
such particular month, or

[(5) whenever the monthly benefits of such individuals are
based on an insured individual's primary insurance amount which
is determined under section 215 (a) (3) and such primary insur-
ance amount does not appear in column IV of the table in (or
deemed to be in section 215(a), the applicable maximum amount
in column V of such table shall be the amount in such column
that appears on the line on which the next higher primary insur-
ance amount appears in column IV, or, if larger, the largest
amount determined for suth persons under this subsection for any
month prior to October 1972.]

Maccim'um Benefits

SEC. O3. (a) (I) In the case of an i'ndividual whose primary iiur-
ance amount has been computed or recomputed under section p15(a)
(1) or (4), or section l5(d), as in effect after December 1978, the
total, mithly benefits to which beneficiaries may be entitled vnder sec-
tion or 3 for a month on the basis of the wages and self -eimplo-
ment income of 8uch individual sha77. except as provide;d by paragraph
(3) (but prior to any inerea8es resu7tinq from the application of para-
graph () (A) (ii) (Ill) of section 15 (i)), be reduced as necessary
so as not to exceed—

(A) (150 percent of such individuci"? primary insurarne amount
to the extent that it does nt txceed the amount established with
respect to this subparagraph b?/ paraaraph (s),

(B) percent of such i'n&vidval's primary i'n8uranee amount
to the extent that it euiceed the amount tablished w'i.th r.pect
to sub paraqraph (A) but does not exceed the amount estab7ished
with respect to this sub paraaraph b'' paragraph (s),

(C) 134 percent of such individual's prinuirn in8urawie amount
to the extent that i ea,ceed.q t1t amount eRtab7i&hed with reR?)ect
to ubpa.ragrph (B) but does 'not exceed the amount establ&ied
with resvect to this sub paraqraph b?/ paragraph (s), and

(D) 175 percent of 8uch in&vidual's primar'v in8urance amount
to the extent that it exceeds the amount established with respect
to subparagraph (C).
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Any such amount that is not a mvZtiple of $0.10 shall be increased to
the next higher multiple of $0.10.

(2) (A) For individuals who initially become eligible for old-age
or disability inura'iwe benefits or die in the calendar year 1979, the
amounts establ&ied with respect to sub paragraph8 (A), (B), and (C)
of paragraph (1) thall be $230, $332, and $433, respectively.

(B) For individuals who initially become eligible for old-oge or
disability ineura'iwe benefits or die in any calendar year after 1979,
each of the amounts so established shall equal the product of the cor-
respoiding amount established for the calendar year 1979 by sub para-
graph (A) of this paragraph a'nd the quotient obtained under sub-
paragraph (B) (ii) of section 215(a) (1) with such product being
rounded in the manner prescribed by sectio',215(a) (1) (B) (iii).

(C) In each calendar year after 1978 the Secretary shall publish in
the Federal ReØster, on or before November 1, the formula which
(except as provided in8ectio215(i) (2) (D)) is to be applicable under
this paragraph to individuals who become eligible for old-age or
disability in8urance benefits, or die, in the following calendar year.

(D) A yearshall not be counted as the year of an individual's death
or eligibility for purposes of this paragraph as paragraph (7) in any
case where such individual was entitled to a disability in.9urance bene-
fit for any of the 12 month& immediately preceding the month of such
death or eligibility (but there shall be counted in.9tead the year of the
individual's eligibility for the disability in.9urance benefits to which
he was entitled during sich 12 months).

(3) (A) When an individual who is entitled to benefits on the basis
of the waqes and self-employment income of any insured individual
and to whom this subsection applies would (but for the proviioi
of section 202(k) (2) (A)) be entitled to child's in.9urance benefits for
a month on the basi8 of the wages and self-employment income of one
or more other insured individuals, the total nontdy benefits to which
all beneficiaries are entitled on the basis of such wages and self-
employment income shall npt be reduced under this subsection to less
than the smaller of—

(i) the sum of the maannwm amounts of benefits payable on
the basis of the wages and 8elf-em.pk'yment i'iwome of all such
insured individuals, or

(ii) an amount equal to the product of 1.75 and the primary
in8urance amount that would be computed under section 21.5(a)
(1)for that month with re8pect to average indexed monthly earn-
ings equal to one-twelfth of the co'n,tribution and benefit base
determined for that year under sectio% 230.

(B) When two or more peron were entitled (withoit the appli-
cation of section 202(j) (1) and 8ectwn 223(b)) to monthly benefits
under section 202 or 223 for January 1971 or any prior month on the
basis of the wages and self-employment income of such insured in-
dividual and the proviion of this subsection as in effect for any such
month were applicable in determining the benefit amount of any per-
sons on the basi8 of such wages and self-employment income, the total
of benefits for any month after January 1971 shall not be reduced to
less than the largest of—

(i) the amount deterimined under this subsection wit ho t
regard to thi8 8ub paragraph,
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(ii) the large8t amount which has been determined for any
month under thie 8ub8ection for peron entitled to monthly hene-
flt8 on the bath of 8uch in8ured individual'8 wages and 8elf-em-
ployment income, or

(iii) if any peron are entitled to benefit8 on the ba8i8 of 8Uch
wages and 8elf-employment income for the month before the
effective month (after September 19792) of a general benefit in-
crease u'nder thi8 title (as defined in 8ectio1' 9218(i) (3)) or a benefit
increase u'nder the provi8ion8 of 8ecton 9218(i), an amount equal
to the 8um of amou'nt8 derived by multiplying the benefit amount
deterinined under thi8 title (excluding any part thereof deter-
mined under 8ection 092(w)) for the month before 8uch effective
month (including thi8 8ub8ection, but without the applieation of
8ection 929292(b), 8cet on 92092(q), and 8ub8ection8 (b), (c), a'nd (d)
of thi8 8cetion), for each 8'uch person for 8uch month, by a per-
centage equal to the precentage of the increase provided under
8uCh benefit increase (with any uh increased anwt whieh i
not a multiple of $0.10 being rounded to the next higher multiple
of $0.10);

but in any 8ueh case (I) ubparagrih (A) of thi8 paragraph 8hall
not be applied to 8uh total of benefit8 after the applieation of ca'use
(ii) or (iii), a'nd (II) if 8ection 92092(k) (92) (A) QJXZ8 applicable in the
case of ay 8uch beneflt8 for a month, and ceases to apply for a month
after 8uch month, the proviio8 of clawe (ii) or (iii) 8hall be apillied,
for a'nd after the month in which 8eetion 92092(k) (92) (A) ceases to ap-
ply, as tiwugh .ubparaqraph (A) of thi8 paragraph had not been
apvlicabZ' to 8uch total of benefit8 for the la8t month for which clau8e
(ii) or (iii) was app'iicable.

(U) When any of 8uch individual i8 entitled to monthly benefit8 as
a divorced poue under 8ection 92092 (b' or (c) or as a 8urvivinq
divorced poue under &ection 92O2(e') or (f') for any month, the benefit
to which he or 8he i8 entitled on the bct.si8 of the wages rind 8eif-emvloy-
ment income of .91wh insured individual for euch month 8hall be deter-
mined without reqard to this 8ub8ection, and the bernfit8 of all other
individvaZ.g who are entitled for 8uch month to monthly bene7t8 under
8ection 92092 on t1e waae8 a'nd 8elf -employment income of 8uch insured
individuaZ 811a11 be deterimined as if no .uch divorced gpoue or 8urViV-
ing divorced 8voue were entitled to benefit8 fo? such month.

(4) In an, case in which benefit8 are reduced pur8uant to the pre-
ceding provi8ions of thi8 8ub8ection, the reduction 8hall be made after
any deductions under thi8 8ection and after any deductions under 8ec-
tion (b). Whenever a reduction ig made under thiB 8ub8ection in the
total of monthly benefltg to which individual8 are entitled for any
month on the ba8i8 of the waqe and 8elf -employment income of an
insured individual, each 8uch benefit other than the old-age or di8abil-
ity insurance benefit 8hall be proportionately decreased.

(5) Notwith8tanding any other provi8ion of law, when—
(A) two or more peron are entitled to mortthh' beneflt8 for a

particular month on the ba3i8 of the wages and 8e1,f-emplolfment
income of an iured individuaZ and (for 8uh varticular month)
the provisions of thi8 8ub8ection are applicable to 8uch 'nortthZy
benefit8, a'nd
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(B) such individual's primary inørance amount i iiwreased
for the following month under any provision of this title,

then the total of monthly benefits for all perso'n$ on the basis of .uch
wages and self-employment income for such particular month, as
deterinid under the provi8ion8 of this subsection, shall for purposes
of determining the total monthly befits for all person.s on the basis
of sUch wages and self-employment income for months subsequent to
such particular month be considered to have been increased by the
smalle8t amount that would have been required in order to assitre that
the total of monthly be'n4ts payable on the basis of sitch wages and
8elf-employment income for any such subsequent nwnth will not be less
(after the application of the other proviion8 of this sub8ection and
section 202(q)) than the total of monthly befits (after the applica-
tion of the other provision8 of thi8 subsection and secion 202(q))
payable on the basis of such wages and self-employment income for
8uch particular month.

(6) In the case of any individual who is entit7ed for any month to
befits based upon the primary in8urance amounts of two or more
in8ured individuals, one or more of whcih primary in8urance amount8
were determid under section 215(a) or 215(d) as in effect (without
regard to the table contaid therein) prior to January 1979 and one
or nvore of which primary in8urance amounts were determined under
section 215 (a) (1) or (4), or section 215 (d), as in effect after December
1978, the total benefits payable to that individual and all other indivi-
duals entitled to befits for that nvonth based upon tho8e primary
in.gurance amounts shall be reduced to an amount equal to the product
of 1.75 and the primary in.gurance amount that would be computed
under section 215(a) (1) for that month with respect to average
indexed monthly earning8 equal to o-twelfth of the contribution and
befits base determined under section 280 for the year in which that
month occurs.

(7) Subject to paragraph (s), this sub8ection as in effect in Decem-
ber 1978 8hall remain in effect with respect to a primary in$urance
amount computed under section 215 (a) or (d), as in effect (without
regard to the table contaid therein) in Decermber 1978, except that a
primary in8urance amount so computed with re8pect to an individual
who first becomes eligible for an old-age or disability in8urance benefit,
or die8, after December 1978, shall in8tead be governed b7,i this section
as in effect after December1978.

Deductions on Account of Work

(b) Deductions, in amounts and at such time or times as the Secre-
tary shall determine, shall be made from any payment or payments
under this title to which an individual is entitled, and from any
payment or payments to which any other persons tre 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
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all other persons for suoh 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
provisions 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 benefits, such deductions with respect
to such month shall be equal only to the amount of such excess earn-
ings. 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 oi' father'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 sibsec-
tion (f), be deemed to be entitled to such benefits on the basis of the,
wages and self-employment income of sich 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 pay-
ments under such section for such month for purposes of further
deductions under this subsection, 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 purposes of this subsection and subsection (f)—

(A) an individual shall be deemed to be entitled to payments
under seotion 202 enual 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 occurence in
any month of an event snecified in subsection (c' or (d) of this
section or in section 222(b), such ind.vidual shall not be consid-
ered to be entitled to any benefits under such section 202 for such
month.

Dedctiois on Accont of Noncovered Work Outside. the 'United
States or Failure To Have Child in Care

[(c) Deductions, in such amounts and at such timeS or times as the
Secretary shall determine, hall be made from any payment or pay-
nint.' iuide.r this title to which an individual is entitled, uitil the total
of such deductions equals such individual's benefits or benefit under
section 202 for anr month—

r (1) in which such individual is under the age of seventy-two
nd 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 wif&s insurance benefits, did not have in her care
(individually or jointly with her husband) a child of her hiis-
band entitled to a child's insurance benefits and such jf5 insur-
ance benefit for sich month was not reduced under the provisions
of section 202(q); or
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((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 deceasel
husband entitled to a child's insurance benefit; or

((4) in which such an individual, if a 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 (B) 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 shall not be considered to be entitled to a child's insurance benefit
for any month in which paragraph (1) of section 202(s) applies or
an event specified in section 222(b) occurs with respect to such child.
Subject to paragraph (3) of such section 202 (s), no deductions shall
be made under this subsection from any child's insurance benefit for
the month in which the child entitled to such benefit attained the age
of eighteen or any subsequent month; nor shall any deduction be
made under this subsection from any widow's insurance benefits for
any month in which the widow or surviving divorced wife is entitled
and has not attained age 65 (but only if she became. so entitled
prior to attaining age 60), or from any widower's insurance benefit for
any month in which the widower is entitled and has not attained age
65 (but only if he became so entitled prior to attaining age 60).]

(c) Deductions, in 8ueh amounts and at 8uch time or tim8 as the
Secretary 8hall determine, 8kall be made fro'n any payment or pay-
ment8 under this ttlc to 'which an individual i8 entitled, until the total
of such deductions equai8 8v,ch individual'8 benefit8 or benefit 'u'nder
8ectaon 202 for any month—

(1) in which such individual is u?v.ler the age of 8eventy-two
and on (8even or more] [nine or more] twel,e or more different
calendar day8 of which 8uck. individual engaged in ',wncovered re-
munerative actioitj oat oide the United Statc8; or

(2) in which such indi'riduai, if a 'wife or h'usband under age
sixty-five entitled to a wife'8 or husba'nd'8 iurance benefit, did
not have in his or her care (individuaii' or jointly with Ms or her
spou8e) a child of 8uch apoue entitled to a child's insurance bene-
fit and 8uch wife's or husband's insurance benefit for such month
was not reduced 'under the provi8ion8 of section ( q) ; or

(3) in which such individual, if a ividow or widower entitled
to a mother'8 or father'8 insurance benefit, did 'mot have in his or
her care a child of his or her deceased spouse entitled to a child's
insurance benefit; or

(4) in which 8uch an individual, if a surviving divorced mother
or father entitled to a mother'8 or father'8 in8uranee benefit, did
not have in /i28 or her care a child of hi8 deceased former spou&e
who (A) is his or her eon, da.tghter, or legally adoptcd child and
(B) is entitled to a child'8 in.gurartce benefit on the ba8i. of the
wages and self-employment income of 8uch deceased former
8pouee.

For purposes of paraqraph8 (2), (3), and (4) of thi.s sub8ection, a
child sluill not be considered to be entitled to a child's ins'urance benefit
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for any month in which paragraph (1) of section 2O2(8) applies oran
event specified in section 2 ( b) occurs with respect to such child. Sub-
ject to paragraph (3) of 8uch 8ection no deductio 1iaZl be
made under thi8 subsection from any child's in8uranee benefit for the
month in which the child entitled to 8uch benefit attained the age of
eighteen or any 8ubsequent month; nor shall any deduiLtion be made
under thi8 8ub8ection from any widow's in8uranee benefits for any
month i wlzich the widow or surviving divorced wife B entitled and
11a8 not attained age sixty-five (but only if she became so entitled prior
to attaining age 8jxty), or from any widower's in8urance benefit for
any month in which the widower or surviving divorced husband i.s en-
titled and has not attained age sixty-five (but only if he became so en-
titled prior to attaining age sixty).

Deductions From Dependents' Benefits on Account of Noncovered
Work Outside 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, divorced wife, husband, divorced hu.sband, or child is entitled,
until the total of such deduction 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]
(nine or more] twelve or more different calendar days of which he en-
gaged in noncovered remunerative 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 or fatlier'8 insurance benefit to which a person is entitled,
until the total of such deductions eqials such child's insurance benefit
or benefits or mother's or father's insurance benefit or benefits under
section 202 for any month in which such child or person entitled to
mother's or father's insurance benefits is married to an indivithial who
is entitled to old-age insurance benefits and on (seven or more] (nine
or more] twelve or more different calendar days of which such in-
dividual engaged in noncovered remunerative activity outside the
United States.

Months to Which Earnings Are Charged

(f) For purposes of subsection (b)—
(1) The amount of an individual's excess earnings (as defined

in paragraph (3)) shall be charged to months as follows: There
shall be charged 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 swn of the payments to which
such individual and all other persons are entitled for such month
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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 to benefits 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(s), no part of the excess earnings of an
individual shall be charged to any month (k) 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 ae of 18, (D) for which such individual is
entitled to widow's insurance benefits and has not attained age 65
(but only if she became so entitled prior to attaining age 60) or
widower's insurance benefits and has not attained age 65 (but
only if he became so entitled prior to attaining age 60), or (E)
i•n which such individual did not engage in self-employment and
did not render services for wages (determined as provided in
paragraph (5) of this subsection) of more than [$200 or the
exempt amount] the applicable exempt amount as determined
under paragraph (8), if su1i monthS i8 in the taable year in
wMch occurs the first nonth that i8 both (i) a nwnth for which
the individual i8 entitled to benefit8 under 8ub8ection (a), (b),
(c), (d), (e), (f), (g), or (hi) of 8ection OJ (without having
been entitled for the preceding nwnthi to a benefit under any
other of such sub8ectio'ns), and (ii) a month in which the indi-

vidual did not engage in 8elf-employment and did not render
8ervice8 for wages (determined a provided in paragraph (5)

of more than the exempt amount a. determined u'nder paragrap

(8).

(2) As used in paragraph (1), the term "first month of such
taxable year" means the earliest month in such year to which the
charging of excess earnings described in such paragraph is not
prohibited by the application of clauses (A), (B), (C), (D), and
(E) thereof.

(3) For purposes of paragraph (1) and subsection (h), an in-
dividual's excess earnings for a taxable year shall be 50 per centum
of his earnings for such year in excess of the product of [$200 Or]
the applicable exempt amount as determined under paragraph
(8), multiplied by the number of months in such year, except that,
in determining an individual's excess earnings for the taxable
year in which he attains age 72, there shall be exclu4ed any earn-
ings of such individual for the month in which he attains such
age and any subsequent month (with any net earnings or net loss
from self-employment in such year being prorated in an equitable
manner under regulations of the Secretary). The excess earnings
as derived under the preceding sentence, if not a multiple of $1,
shall be reduced to the next lower multiple of $1.
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(4) For purposes of clause (E) of paragraph (1)—
(A) An individual will be presumed, with respect to an

month, to have been engaged in self-employment in suc
month until it is shown to the satisfaction of the Secretary
that such individual rendered no substantial services in such
month with respect to any trade or business the net income or
loss of which is includible in computing (as provided in
paragraph (5) of this subsection) his net earnings or net
loss from self-employment for any taxable year. The Secre-
tary shall by regulations prescribe the methods and criteria
for determining 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

rovided in paragraph (5) of this subsection) of more than
$200 or] the applicable exempt amount as determined under

paragraph (8) 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) For purposes of this section—
(i) an individual's net earnings from self-employment for

any taxable year shall be determined as provided in section
211, except that paragraphs (1), (4),and (5) of section 11
(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 distribu-
tive share of loss described in sections 702(a) (9) of the In-
ternal Revenue Code of 1954) taken into account under clause
(i) over the gross income (plus his distributive share of in-
come 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 subsection (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
employee or performed outside the United States in the active
military 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 the taxable year, and
(ii) who shows to the satisfaction of the Secretary that he

is receiving royalties attributable to a copyright or patent



161

obtained before the taxable year in which he attained the age
of 65 and 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 royalities.
(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. f such reports with respect to an individual shows his wages
for a calendar year, such individual's taxable year shall be pre-
sumed to be a calendar year for purposes of this subsection until
it is shown to the satisfaction of the Secretary that his taxable
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 charging) to which all per-
sons are entitled under section 202 for such month on the basis
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 individual 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.

(8) (A) Whenever the Secretary pursuant to section 215 (1)
increases benefits effective with the month of June following a
cost-of-living computation quarter, he shall also determine and
publish in the Federal Register on or before November 1 of the
calendar year in which such quarter occurs Ea new exempt amount
which shall be effective (unless such new exempt amount is pre-
vented from becoming effective by subparagraph (C) of this para-
graph) with respect to any individual's taxable year which ends
after the calendar year] the new exempt amou'nts (separately
stated for individuals described in subparagraph (D) and for
other individua7s) which are to be applicable (unless prevented
from becoming effective by subparagraph (C)) with re8pect to
taxable years ending in (or with the close of) the calendar year
after the calendar year in which such benefit increase is effective
(or, in the case of an individual who dies during the calendar year
after the calendar year in which the benefit increase is effective,
with respect to such individual's taxable year which ends, upon
his death, during such year).

(B) (The exempt amowit for each month of a particular tax-
able year shall be] Except as otherwise pro'vided in subparagraph
(D), the exempt aimout which is applicable to individuo]8 de-
scribed in such subparagraph and the exernpt amovint which is
applicable to other individuals, for each rnonth of a particular
taxable year, shall each be whichever of the following is the
larger—
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(i) the corresponding exempt amount which (wz8] is in effect
with respect to months in the taxable year in which the deter-
mination under subparagraph (A) (wa8] is made, or

((ii) the product of the exempt amount described in clause
(i) and the ratio of (I) the average of the wages of all em-
ployees as reported to the Secretary of the Treasury for
the calendar year preceding the calendar year in which the
determination under subparagraph (A) was made to (II)
the average of the wages of all employees as reported to the
Secretary of the Treasury for the calendar year 1973, or, if
later, the calendar year preceding the most recent calendar
year in which an increase in the exempt amount was enacted
or a determination resulting in such an increase was made
under subparagraph (A), with such product, if not mul-
tiple of $10, being rounded to the next higher multiple of
$10 where such product is a multiple of $5 but not of $10
and to the nearest multiple of $10 in any other case. For
purposes of this clause (ii), the average of the wages for the
calendar year 1978 (or any prior calendar year) shall, in
the case of determinations made under subparagraph (A)
prior to December 31, 1979, be deemed to be an amount equal
to 400 per centum of the amount of the average of the tax-
able wages of all employees as reported to the Secretary for
the first calendar quarter of such calendar year.]

(ii) the product of the exempt amount. de8cri bed in clau8e
(i) and the ratio of (I) the civerage f the tota2wage8 (a8
defined in requZatio of the Secretary and computed without
regard to the Zimitation.g 8pecified in 8ection p209(a)) re-
ported to the Secretary of the Trea8uryor his delegate for
the calendar year before the ca'endar year in which the de-
terminato'n. under 8ubparagraph (4) ii mc4eio (II) the
average of the total wages (a8 80 defined and computed)
reported to the Secretary of the Treary or hi8 delegate for
the calendar year before the mo8t recent calendar year in
which an increa8e in the exempt amount wa enacted o'r a
determ,jnatjo% re8ultinq in 8uch an increa8e wa made under
8ub paragraph (A), with euch product, if not a multiple of
$10, being rounded to the next higher mv2ti pie of $10 where
8uch product i8 a nvultiple of $5 but not of $10 and to the
neare8t nwtipZe of $10 in any other ca8e.

Whenever the Secretary determines that (ths] an exempt amount
is to be increased in any year under this paragraph, he shall notify
the House Committee on Ways and Mens and the Senate Committee
on Finance within 30 days after the close of the base quarter (as defined
in section 215(i) (1) (A)) in such year of the estimated amount of
such increase, indicating the new exempt amount, the actuarial esti-
mates of the effect of the increase, and the actuarial assumptions and
methodology used in preparing such estimates.

(C) Notwithstanding the determination of a new exempt
amount by the Se'retary under subparagraph (A) (and notwith-
standing any publication thereof under such subparagraph or any
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notification thereof under the last sentence of subparagraph (B)),
such new exempt amount shall not take effect pursuant thereto if
during the calendar year in which such determination is made a
law increasing the exempt amount is enacted.

(D) Notwith.standinq any other provi.sion of thi.s subsection,
the exempt amount which is applicable to an individi2al who lta8
attavned age 65 before the close of the taxable year involved—

(z) shall be $333.S31/ for each month of any taxable year
ending after 1977 and before 1979,

(ii) shall be $375 for each nwnth of any taxaZ'le year ending
after 1978 and before 1980, and

(iii) shall be deterimi'ned (under subparagraph (B)) for
each month of any taxable ijear ending after 1979 a.s though
the dollar anvounts specified in clauses (i) and (ii) had been
deterimi'ned (for the taxable years described in such clauses)
under subparagraph (B).

* * * * * * *

Report of Eearnings to Secretary

(h) (1) (A) If an individuai is entitled to any monthly insurance
benefit under section 202 during any taxable year in which he has
earnings or wages, as computed pursuant to paragraph (5) of subsec-
tion (f), in excess of the product of ($200 or] the applicable exempt
amount as determined under subsection (f) (8) times the number of
months in such year, such individual (or the individual who is in re-
ceipt of such benefit on his behalf) shall make a report to the Secretary
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 b 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
(ii) if benefit payments for all months (in such taxable year) in which
such individual is under age 72 have been suspended under the pro-
visions of the first sentence of paragraph (3) of this subsection.
The Secretary may grant a reasonable extension of time for making
the report of earnings required in this paragraph if he finds that t1iere
is valid reason for a delay, 'but in no case may the period be extended
more than three months.

(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 payments 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.

* * * * * * *
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EVIDENC) PROCEDURE, AND CERTIFICATION FOR PAYMENT

SEC. 205. (a) The Secretary shall have full power and authority t.o
make rules and regulations and to establish procedures, not inconsist-
ent with the provisions of this title, which are necessary or appropri-
ate to carry out such provisions, and shall adopt reasonable and proper
rules and regulations to regulate and provide for the nature and extent
of the proofs and evidence and the method of taking and furnishing
the same in order to establish the right to benefits hereunder.

(b) The 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 individual or upon request by a wife,
divorced wife, widow, surviving divorced wife, surviving divorced
mother, s'urviving divorced father, husband, divorced husband,
widower, 8urviving divorced hu8band, child, or parent who makes a
showing in writing that his or her rights may be prejudiced by any
decision the Secretary has rendered, he shall give such applicant
and such other individual reasonable notice and opportunity for a
hearing with respect to such decision, and, if a hearing is held, shall,
on the basis of evidence adduced at the hearing, affirm, modify, or
reverse his findings of fact and such decision. Any such request with
respect to such a decision must be filed within sixty days after notice
o such decision is received by the individual making such request.
The Secretary is further authorized, on his own motion, to hold such
hearings and to conduct such investigations and other proceedings
as he may deem necessary or proper for the administration of this title.
In the course of any hearing, investigation, or other proceeding, he
may administer oaths and affirmations, examine witnesses, and receive
evidence. Evidence may be received at any hearing before the Secre-
tary 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, sur-
viving divorced wife, 8urviving divorced husband, surviving
divorced mother, 8urviving divorced father, child, or parent, who
survives such individual.

(D) The term "period" 'when used with respect to 8elf-en?4)107/-
ment income means a tac€able yar and when v8ed with re8pect
to wages mean8—

(i) a quarter if vxtge were reported or 8hould have been
reported on a quarterly ba8i on tac€ return8 filed with the
Secretari,j of the Trea.sury or hi dele ('late under 8ectwn 6011
of the Internal Revenue Code of 1954 or regulation8 there-
vinder (or on re7,ort8 filed by a State under 8ect2on 5318(e)
or reaulation8 thereunder),

(ii) a year if wages 'were reported or 8hould have been
reported on a yearly ba8i on 8uch tace rettui'n3 or report8, or
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(iii) the half year beginning January 1 or July 1 in the
case of wages which were reported or 8hOuld have been
reported for calendar year 1937.

(2) (A) On the basis of information obtained by or submitted to the
Secretary, 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 in-
dividual or his survivor, or the legal representative of such individual
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.

(B) (1) In carrying out his duties under subparagraph (A), the
Secretary shall take affirmative measures to assure that social security
account numbers will, to the maximum extent practicable, be assigned
to all members of appropriate groups or categories of individuals by
assigning such numbers (or ascertaining that such numbers have al-
ready been assigned):

(I) to aliens at the time of their lawful admission to the 1:Jnited
States either for permanent residence or under other authority
of law permitting them to engage in employment in the 1:Jnited
States and to other aliens at such time as their status is so changed
as to make it lawful for them to engage in such employment;

(II) to any individual who is an applicant for or recipient of
benefits under any program financed in whole or in part from
Federal funds including any child on whose behalf such benefits
are claimed by another person; and

(III) to any other individual when it appears that he could
have been but was not assigned an account number under the pro-
visions of subclauses (I) or (II) but only after such investiga-
tion as is necessary to establish to the satisfaction of the Secretary,
the identity of such individual, the fact that an account number
has not already been assigned to such individual, and the fact that
such individual is a citizen or a noncitizen who is not, because of
his alien status, prohibited from engaging in employment;

and, in carrying out such duties, the Secretary is authorized to take
affirmative measures to assure the issuance of social security numbers:

(IV) to or on behalf of children who are below school age at
the request of their parents or guardians; and

(V) to children of sehool age at the time of their first enroll-
ment in school.

(ii) The Secretary shall require of applicants for social security
account numbers such evidence as may be necessary to establish the age,
citizenship, or alien status, and true identity of such applicants, and to
determine which (if any) social security account number has previ-
ously been assigned to such individual.

(iii) In cajTying out the requirements of this subparagraph, the
Secretary shall enter into such agreements as may be necessary with
the Attorney General and other officials and with State and local
welfare agencies and school authorities (including non-public school
authorities).
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(C) (i) It is the policy of the 'United States that any State (or
political subdivision thereof) may, in the administration of any tax,
general public assistance, driver's license, or motor vehicle registration
law within its jurisdiction, utilize the social security account numbers
issued by the Secretary for the purpose of establishing the identifica-
tion of individuals affected by such law, and may require any individ-
ual who is or appears to be so affected to furnish to such State (or
political subdivision thereof) or any agency thereof having adminis-
trative responsibility for the law involved, the social security account
number (or numbers, if he has more than one such- number) issued to
him by the Secretary.

(ii) If and to the extent that any provision of Federal law hereto-
fore enacted is inconsistent with the policy set forth in clause (i) of
this subparagraph, such provision shall, on and after the date of the
enactment of this subparagraph, be null, void, and of no effect.

(iii) For purposes of clause (i) of this subparagraph, an agency of
a State (or political subdivision thereof) charged with the aciminis-
tration of any general public assistance, driver's license, or motor
vehicle registration law which did not use the social security account
number for identification under a law or regulation adopted before
January 1, 1975, may require an individual to disclose his or her social
security number to such agency solely for the purpose of administering
the laws referred to in clausc (i) above and for the purpose of re-
sponding to requests for information from an agency operating pur-
suant to the provisions of part A or D of title IV of the Social Security
Act.

(iv) For purposes of t'his subparagraph, the term "State" includes
the District of Columbia, the Commonwealth of Puerto Rico, the Vir-
gin Islands, Guam, the Commonwealth of the Northern Marianas,
and the Trust Territory of the Pacific Islands.

(3) The Secretary's record shall be evidence for the p.urpose of pro-
ceedings before the Secretary or any court of the amounts of wages
paid to, and self -employment income derived by, an individual and of
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, an individual in any period shall be evidence that
no such alleged wages were paid to, or that no such alleged income was
derived by, such inIividual during such period.

(4) Prior to the expiration of the time limitation following any
year the Secretary may, if it is brought to his attention that any entry
of wages or self-employment income in his records for such year is
erroneous or that any item of wages or self-employment income for
such year has 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 year—

(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
period in such year shall be conclusive for the purposes of this
title;

(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 individual
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during any period, in such year shall 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 filed a
tax return of his 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-employ-
ment 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-
employment income was derived or alleged to have been derived by, an
individual, 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 indi-
vidual 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; except that no such change, deletion, or inclusion may
be made pursuant to this subparagraph after a final decision upon
th application for monthly benefits or lump-sum death payment;

.(B) if within the time limitation following such year an in-
dividual 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 self-employ-
ment 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
decision upon suc'h request. Written notice of the Secretary's de-
cision 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;
(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;

(E) to delete or reduce the amount of any entry which is er-
roneous 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 Commis-
sioner 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
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under regulations made under authority of such title, sub.
chapter, or chapter;

(ii) wage reports filed by a State pursiant to an agree-
ment under section 918 or regulations of the Secretary, there-
under; or

(iii) assessments of amounts due under an agreement pur-
suant to section 918, if such assessments (are] were made
within the period specified 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 individ-
ual 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
subparagraph;

(0) to correct errors made in the allocation, to individuals or
periods, of wages or self-employment income entered in the rec-
ords of the Secretary;

* * * * * * *

Crediting of Compensation tinder the Railroad Retirement Act

(o) If there is no person who would be entitled, upon application
therefor, to an annuity under section 9 of the Railroad Retirement Act
of 1974, or to a lump-sum payment under section 6(b) of such Act
with respect to the death of an employee (as defined in such Act),
then, notwithstanding section 910(a) r (9)] (6) of this Act, compensa-
tion (as defined in such Railroad Retirement Act, but excluding com-
pensation attributable as having been paid during any month on
account of niilitary service creditable under section 8(i) of such Act
if wages are deemed to have been paid to such employee during such
month under subsection (a) or (e) of section 917 of this Act) of such
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-employment 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 before 1978 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 em-
ployee rendered services for such compensation.

DEFINITION OF WAGES

SEC. 909. For the purposes of this title, the term "wages" means
remuneration paid prior to 1951 which was wa.ges for the purposes
of this title under the law applicable to the payment of such remunera-
tion, and remuneration paid after 1950 for employment, including the
cash value of all remuneration paid in any medium other than cash;
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except that, in the case of remuneration paid after 1950, such term
shall not include—.

'(a)(1) * * *
* * * * * * *

(g) (1) Remuneration paid in any medium other than cash to an
employee for service not in the course of the employer's trade or busi-
ness or for domestic service in a private home of the employer;

(2) Cash remuneration paid by an employer in any calendar quar-
ter to an employee for domestic service in a private home of the em-
ployer, 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 para-
graph, the term "domestic service in a private hQme of the employer"
does not include service described in section 210 (fJ (5);

(3) Cash remuneration paid by an employer in any calendar (quar-
ter) year to an employee for service not in the course of the employer's
trade or business, if the cash remuneration paid in iuch [quarter] year
by the employer to the employee for such service is less than ($50].
$100. As used in this paragraph, 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 agri-
cultural labor;

(2) Cash remuneration paid by an employer in any calendar year
to an employee for agricultural labor unless (A) the cash remunera-
tion 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 em-
ployee after the month in which he attains age 62 if he did not work
for the employer in the period for which such payment is made. As
used in this subsection, the term "sick pay" includes remuneration for
service 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 em-
ployee for service described in section 210(j) (3) (0) (relating to home
workers), if the cash remuneration paid in such quarter] year by the
employer to the employee for such service is less than [$50;] $100;

* * * * * *
(n) Any payment made by an employer to a survivor or the estate

of a former employee after the calendar year in which such employee
died; [or]

(o) Any payment made by an employer to an employee, if at the
time such payment is made such employee is entitled to disability in-
surance benefits under section 223 (a) and such entitlement commenced
prior to the calendar year in which such payment is made, and if such
employee did not perform any services for'such employer during the
period for which such payment is made.
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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 nearest dollar. For the pur-
pose of the computation to the nearest dollar, the payment of a frac-
tional 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 near-
est dollar shall, in lieu of the amount actually paid, be deemed to
constitute the amount of cash remuneration for purposes of subsection
(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 provisions
of section 210(1) (1) are applicable, the term "wages" shall, subject
to the provisions of subsection (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' burvivor
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 subsec-
tion (a) of this section, include as such individual's remuneration for
such serv.ce 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.

For purposes of this title, tips received by an employee in the course
of his employment shall be considered remuneration for employment.
Such remuneration shall be deemed to be paid at the time a written
statement including such tips is furnished to the employer pursuant to
section 60ö3 (a) of the Internal Revenue Code of 1954 or (if no state-
ment including such tips is so furnished) at the time received.

For purposes of this title, in any case where an individual is a mem-
ber of a religious order (as defined in section 3121 (r) (2) of the Inter-
nal Revenue Code of 19ö4) performing service in the exercise of duties
required by such order, and an election of coverage under section 3121
(r) of such Code is in effect with respect to such order or with respect
to the autonomous subdivision thereof to which such member belongs,
the term "wages" shall, subject to the provisions of subsection (a) of
this section, inchide as such individual's remuneration for such service
the fair market value of any board, lodging, clothing, and other per-
quisites furnished to such member by such order or subdivision
thereof or by any other person or organization pursuant to an agree-
ment with such order or subdivision, except that the amount included
as such individual's remuneration under this paragraph shall not be
less than $100 a month(.] , or

(p) Remuneration paid by an organization exentpt from income
taa under section 501 of the Znte'r'naZ Revenue Code of 1954 in any
calendar year to an empZoyee foi' service rendered in the e'inploy of
such organization, if the remiuneration paid in such year by the oi'ga-
niatio'n to the employee foi' such service i.s 1e88 than $100.
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DEFINITION OF EMPLOYMENT

SEC. 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, 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 air-
craft under a contract of service which is entered into within the
United States or during the performance of which and while the em-
ployee 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 outside the United States, or (B)
outside the United States by a citizen of the United States as an em-
ployee (i) of an American empolyer (as defined in subsection (e)),
or (ii) of a foreign subsidiary (as defined in section 3121(1) of the
Internal Revenue Code of 1954) of a domestic corporation (as deter-
mined in accordance 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 needed, 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 busi-
ness, or domestic service in a private home of the employer, per-
formed by an individual in the employ of his son or daughter;
except that the provisions of this subparagraph shall not be appli-
cable to such domestic service if—

(i) the employer is a surviving spouse or a divorced indi-
vidual and has not remarried, or has a spouse living in the
home who has a mental or physical condition which results in
such spouse's being incapable of caring for a son, daughter,
stepson, or stepdaughter (referred to in clause (ii), for at
least 4 continuous weeks in the calendar quarter in which the
service is rendered, and
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(ii) a son, daughter, stepson, or stepdaughter of such em-
ployer is living in the home, and

(iii) the son, daughter, stepson, or stepdaughter (referred
to in clause (ii) has not attained age 18 or has a mental or
physical condition which requires the personal care and super-
vision of an adult for at least 4 continuous weeks iii the cal-
endar quarter in which the service is rendered;

(4) Service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with
an aircraft 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 Amer-
ican 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 3111 of the Internal Revenue Code of
1954 by virtue of any provision of law which specifically refers
to such section 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
instrumentality 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 Deceniber 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) s8rvice performed in the employ 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 cooper-
atives, a Federal land bank association, a production credit
association, 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 Ex-
changes, or other activities, conducted by an instrumentality
of the United States subject to the iurisdicion of the Secre-
tary of Defense, at installations of the Department of De-
fense 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 Congress1 in the Coast
Guard Exchanges or other activities, conducted by an instru-
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mentality of the United States subject to the jurisdiction of
the Secretary of the Treasury, at installations of the Coast
Guard for the comfort, pleasure, contentment, a.nd 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 in-

mate thereof;
((iv) by any individual as an employee included under sec-

tion 5351(2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospital of the Federal Government), other than as a medi-
cal or dental intern or a medical or dental resident 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 subchapter III of chapter
83 of title 5, United States Code, 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 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 the case of—

((A) service included under an agreement under section
218,

((B) service which, under subsection (k), constitutes cov-
ered transportation service.

((C) service in the employ of the Government of Guam or
the Government of American Samoa or any political subdivi-
sion thereof, or of any instrumentality of any one or more of
the foregoing which is wholly owned thereby, performed by
an officer or employee thereof (including a member of the leg-
islature of any such Government or political subdivision),
and, for purposes of this title—

((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 officer or employee of the
United States or any agency or instrumentality thereof,
and

((ii) the remuneration for service described in c'ause
(i) (including 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 pobtmca
subdivision thereof or an instrumentality of any one or
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more of the foregoing which is wholly owned thereby,
whichever is appropriate,

((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 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 an individual as an employee included under
section 5351(2) of title 5, United States Code (relating
to certain interns, student nurses, and other student em-
ployees of hospitals of the District of Columbia Gov-
ernment), other than as a medical or dental intern or
as a medical or dental resident in training;

((iii) by an 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, meet-
ing, or the fee basis, or

((E) service performed in the employ of the Government
of Guim (or any instrumentality which is wholly owned by
such Government) by an employee properly classified as a
temporary or intermittent employee, if such service is not
covered by a retirement system established by a law of Guam;
except that (i) the provisions of this subparagraph shall not
be applicable to services performed by an elected official or a
member of the legislature or in a hospital or penal institution
by a patient or inmate thereof, and (ii) for purposes of this
subparagraph, clauses (i) and (Ii) of subparagraph (C)
shall apply;

((8') (A)] (5) Service performed by a. duly cr(laifled, 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
ditties required by such order, except. that this (ubparagraphJ
paragraph shall not app'y to service performed by a member of

such an order in the exercise of such duties, if an election of cover-
age under section 3121 (r) of the Internal Revenue Code of 1954
is in effect with respect to such oider, or with respect to the anton-
omoiis siihdiviion thereof to which such member belongs;

((B) Service performed in the employ of a relmious. chari-
table, educational, or other organization described in section
501 (c) (3) of t.he Interna' Revenue Code of 1954, which is exempt
from income tax under section 501 (a) of such Code, but this sub-
paragraph shall not apply to service performed during the period
for which a certificate, flied pursuant to section 8121(k') of the
Internal Revenue Code of 1954, (or deemed to have been so ified
under paragraph (4) or (5') of such section 3121(k)) is in effect
if such service is performed by an employee—
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((i) whose signature appears on the list filed (or deemed
to have been filed) by such organization 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 filed (or deemed to
have been filed), or

((iii) who, after the. calendar quarter in which the certifi-
cate was filed (or deemed to have been 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 serv-
ice performed by an employee as a member of a group described
in such paragraph (1) (E) with respect to which no certificate is
(or is deemed to be) in effect;]

((9)] (6) Service performed by an individual as an employee
or £mployee representative as defined in section 3231 of the In-
ternal Revenue Code of 1954;

((10) (7) (A) Service performed in any calendar quarter in
the employ of any organization exempt from income tax under
section 501 of the Internal Revenue Code of 1954, is the remuner-
ation for such service is less than $50;

(B) Service] (10) Service performed in the employ of—
((i)] (A) a school, college, or university, or
((ii)] (B) an organization described in section 5O(a) (3)

of the Internal Revenue Code of 1954 if the organization is
organized, and at all times thereafter is operated, exclusively
for the benefit of, to perform the functions of, or to carry out
the purposes of a school, college, or university and is oper-
ated, supervised, or controlled by or in connection with such
school, college, or university (, unless it is a school, college, or
university of a State or a political subdivision thereof and
the services in its employ performed by a student referred to
in section 218(c) (5) are covered under the agreement between
the Secretary of Health, Education, and Welfare and such
State entered into pursuant to section 218];

if such service is performed by a student who is enrolled and regularly
attending classes at such school, college, or university;

* * * * * * *

((11)] (8) Service performed in the employ of a foreign gov-
ernment (including service as a consular or other officer or em-
ployee or a nondiplomatic representative);

((12] (9) Service performed in the employ of an instrumental-
ity 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 Secre-
tary of the Treasury that the foreign government, with re-
spect to whose instrumentality and employes thereof exemp-
tion is claimed, grants an equivalent exemption with respect
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to similar service performed in the foreign country by em-
ployees of the United States Government and of instrumen-
tahties thereof;

((13)] (10) Service performed as a student nurse in the employ
of a hospital or a nurses' training school by an individual who is
enrolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law;

((14)](11) (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 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 a.mount 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)] (1) Service performed in the employ of an interna-
tional organization entitled to enjoy privilegesq exemptions, and
immunities as an international organization under the Interna-
tional Organizations Immunities Act (59 Stat. 669);

((16)] (13) 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 agricultural 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)] (14) Service in the employ of any organization w1hich is
performed (A) in any (quarter] year during any part of which
such organization is registered, or there is in effect a final order
of the Subversive Activities Control Board requiring such orga-
nization to register, under the Internal Security Act of 1950, as
amended, as a Communist-action organization, a Communist-front
organization, or a Communist-infiltrated organization, and (B)
after June 30, 1956;

((18)] (15) Service performed in Guam by a resident of the
Republic of the Philippines while in Guam on a temporary basis
as a nonimmigrant alien admitted to Guam pursuant to section
101(a) (15) (H) (ii) of the Immigration and Nationality Act (8
U.S.C. 1101(a) (15) (H) (ii)

((19)] (16) Service which is performed by a nonresident alien
individua] for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of
section 101 (a) (15) of the Immigration and Nationality Act, as
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amended, and which is performed to carry out the purpose speci-
fied in subparagraph (F) or (J), as the case may be; or,

[(20)] (17) Service performed by an individual on a boat en-
gaged in catching fish or other forms of aquatic anima' life under
an arrangement with the owner or operator of such boat pursu-
ant to which—

(A) such individual does not receive any cash remunera-
tion (other than as provided in subparagraph (B)),

(B) such individua' receives a share of the boat's (or the
boats' in the case of a fishing operation involving more than
one boat) catch of fish or other forms of aquatic animal life
or a share of the proceeds from the sale of such catch, and

(C) the amount of such individuaPs share depends on the
amount of the boat's (or boats' in the case of a fishing opera-
tion involving more, than one boat) catch of fish or other
forms of aquatic anima' life,

but only if the operating crew of such boat (or each boat from
which the individual receives a share in the case of a fishing opera-
tion involving more than one boat) is normally made up of fewer
than 10 individua's.

Included and Excluded Service

(b) If the services performed during one-half or more of any pay
period by an emp'oyee for the person employing him constitute em-
ployment, all the services of such employee for suàh 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 emp'oyment, then none of the serv-
ices of such employee for such period shaH be deemed to be employ-
ment. 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 shaH 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)](6) of subsection (a).

* * * * * * *

Agricukural 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 agricukural or horticultural commodity, inc'uding the rais-
ing, shearing, feeding, caring for, training, and management of
livestock, bees, poukry, and fur-bearing animals and wildlife.

(2) In the emp'oy of the owner or tenant or other operator of a
farm, in connection with the operation, management, conserva-
tion, improvement, or maintnance of such farm and its toots and
ecuipment, or in sa'vaging timber or c'earing 'and of brush and
other debris left by a hurricane, if the major part of such serv-
ice is performed on a farm.



178

(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
a cooperative organization) in the performance of service de-
scribed in subparagraph (A), but only if such operators produced
all of the commodity with respect to which such service is per-
formed. For the purposes of this subparagraph, any unincorpo-
rated group of operators shall be deemed a cooperative organiza-
tion if the number of operators comprising such group is more
than twenty at any time during the calendar (quarter] year 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 subparagraiphs (A) and (B) of paragraph (4)
shall not be deemed to be applicable with respect to service performed
in connection with commercial canning or comercial freezing or in
connection with any agricultural or horticultural commodity after its
delivery to a terminal market for distribution for consumption.

* * * * * * *

(Covered Transportation Service]

((k) (1) Except as provided in paragraph (2), all services 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 subdi-
vision 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's construction dealing specifically with retirement sys-
tems of the State or political subdivisions thereof, cannot be
diminished or impaired; or



179

((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—

((C) became an employee of such State or o1itica1 subdivision
in connection with and at the time of its acquisition after 1950 of
such part, and

((D) prior to such acquisition rendered service in employment
in coimection with the operation of such part of the transporta-
tion 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 em-
ployee, contain special provisions applicable only to employee de-
scribed in subparagraph (C).

((3) All servico performed in the employ of a State or political sub-
division thereof in connection with its operation of a public trans-
portation system shall constitute covered transportation service if t'he
transportation system was not operated by the State or political sub-
division prior to 1951 and, at the time of its first acquisition (after
1950) from private ownership of any part 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 retirement system" means any pension,

annuity, retirement, or similar fund or system established by a
State or by a political subdivision thereof for employees of the
State, political subdivision, or both; but such term shall not in-
clude such a fund or system which covers only service performed
in positions connected with the operation of its public transporta-
tion system.

((B) 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
system or part thereof acquired constituted employment under
this title, 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 po1itical sub-
divisions.]

Service in the Uniformed Services

((1) (1) Except as provided in paragraph (4), the term "employ-
ment" shall, notwithstanding the provisions of subsectiQn (a) of this
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section, include service performed after December 1956 by an individ-
ual 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.]

(1) (1) Except as provided in paragraph (4), the tei'm "emploi-
ment" shall inclide service (other than service performed while on
leave without pay) 'which is preformed by an i'ndividiual as a mem,ber
of a uniformed service on active duty after December 1956.

* * * * * *

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 vo]uiiter leader within the meaning of the Peace Corps
Act.

SELF-EMPLOYMENT

SEC. 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 distribu-
tive share (whether or not distributed) or 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 computing such gross income and deductions and such
distributive shaie of partnership ordinary income or loss—

(1) There shall be excluded rentals from real estate and from
personal propert.y leased with the rea.l estate (including such
rentals paid in crop sha.res), together with the deductions at-
tributable thereto, unless such rentals are received in the course
of a trade or business as a real estate dealer; except that the pre-
ceding provisions 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 ind,ividual
shall produce agricultural or horticultural commodities (includ-
ing livestock, bees, poultry, and fur-bearing animals and wild-
life) on such land, and that there shall be material participation
by the owner or tenant (as determined without regard to any
activities of an agent of such 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 (as determined without regard to any ac-
tivities of an agent of such owner or tenant) with respect to any
such agricultural or horticultural commodity;
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(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 regis-
tered form by any corporation (including one issued by a govern-
ment 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 such
gain or loss, or (C) from the sale, exchange, involuntary conver-
sion, or other disposition of property if such property is neither
(i) stock in trade or other property of a kind which would prop-
erly be includible in inventory if on hand at the close of the tax-
able year, nor (ii) prQperty 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 deTived 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] 8OU8 who exer-
c28e8 the greate8t management ad control over the trade or busi-
ness, except that 8uch income and deductio shall be divided
equally between the two 8OU88 if each 8OU8 exerc 88 the same
amount of management and control over the trade or bu.sine88;

(B) If any portion of a partner's distributive share of the ordi-
nary 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 -em-
ployment of the spouse of such partner;

(6) A resident of the Commonwealth of Puerto Rico shall com-
pute his net earnings from self-employment in the same manner as
a citizen of the Unit8d States but without regard to th 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 par-
sonages), section 119 (relating to meals and lodging furnished
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for the convenience of the employer) and section 911 (relating
to earned income from sources without the United States), and
section 981 (relating to income from sources within possessions
of the United States) of the Internal Revenue Code of 1954;

(8) The term "possession of the United States" as used in sec-
tions 981 (relating to income from sources within possessions of
the United States) and 982 (relating to citizens of possessions
of the United States) of the Internal Revenue Code of 1954 shall
be deBmed not to include the Virgin Islands, Guam, or Amencan
Samoa;

(9) There shall be excluded amounts received by a partner
pursuant to a written plan of the partnership, which meets such
requirements as are prescribed by the Secretary of the Treasury
or his delegate, and which provides for payments on account of
retirement, on a periodic basis, to partners generally or to a class
or classes of partners, such payments to continue at least until
such partner's death, if—

(A) such partner rendered no services with respect to
any trade or business carried on by such partnership (or its
successors) during the taxable year of such partnership (or
its successors), ending within or with his taxable year, in
which such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year referred to in subparagraph (A)) from
the other partners to such partner except with respect to
retirement payments under such plan, and

(C) such partner's share, if any of the capital of the
partnership has been paid to him in full before the close of
'the partnership's taxable year referred to in subparagraph
(A); (and]

(10) In the case of an individual who has been a resident of the
United States during the entire taxable year, the exclusion from
gross income provided by section 911 (a) (2) of the Internal Rev-
enue Code of 1954 shall not apply(.] ; and

(11) There shall be excluded the di8tributive share of anj item
of income or 7088 of a limited oartner as such, other than quarctn-
teed pa?/ments described in section 707(c) of the Internal Revenue
Code of 1954 to that partner for services actua7lj rendered to or
on behalf of the partnership to the extent that those vaJments are
establied to be in the nature of remuneration for those services.

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting 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 partnership (even though beginning prior to 1951) end-
ing within or with his taxable year. In the case of any trade or busi-
ness which is carried on by an individual or by a partnership and in
which, if such trade or business were carried on exclusively by em-
ployes the major portion of the services would constitute agricul-
tural 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 $2,400, the net
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earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 662/3 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 $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 $1,600, the net earnings from self-
employment derived by him from such trade or business may, at
his option, be deemed to be $1,600; and

(iii) in the case 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 gross income has been reduced
by the sum of all payments to which section 707(c) of the In-
ternal Revenue Code of 1954 applies) is not more than $2,400,
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 662/3 percent of his distribu-
tive 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 $2,400 and his dis-
tributive 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 $1,600, his distributive share of income de-
scribed in such section 702(a) (9) derived from such trade or
business may, at his option, be deemed to be $1,600.

For purposes of the preceding sentence, gross income means—
(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 ac-
cordance with the provisions of paragraphs (1) through (6) and
paragraph (8) of this subsection; and

(vi) in the case of any sh trade or business in which the in-
come is computed under an accrual method, the gross income
• from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (6) and paragraph (8) of 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 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.

The prced:ing sentence and clwuses (i) through (iv) of 'the second
preceding sent6nce shall also app]y in the case of any trade or business
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(other than trade or 'business specified in such second precediing sen-
thnce) whith is ari4ed on 'by an individual who s self-employed on a
regular basis as defined in subsection (g) , orby a partnership of Which
an individual is memiber on . regular basis as defined in subseicitaon
(g), but only if suoh incliividual's net earnings from self -employmenJ

in the taaible year as determined without regard 'to this sentcnc are
less than $1,600 and less than 662A percent of the sum (in such taxthle
year) of such individual's gross income derived from all trades or
businesses carried on by him and Ms ditributive share of the income
or loss from all trades or businesses carried on by all of the partnerships
of whidh he is a member; except th his sentence shall not apply to
more than 5 taxable years Lin the case of any individual, and in no case
in which an individual eleots to determine the 'am unt of his net earn-
ings 'from self-employment for a taxable year inder the provñsionsof
the trwo preceding sentences with respeot rto a trade or business to which
the second preceding sentence applies and with respect to a trade or
&rnsiness to -chioh this sentence applies hall such net earnings for
suoh year exceed $1,600.

* * * * * *

Trade or Business

(C) The term 'trade or business", when used with reference to self-
employment income or nt earnings f mm self-empioyment, shall have
the same maniT1g as when used in seoton 162 of the Inrnal Revenue
Code of 1954, except that such trm shall not include—c-

(1) The performance of the functions of public office, other
.thn the functions of a public office of a Stwte or a. political sub-
diviion thereof with respect to fees receiv&1 in ny period in
whith the functions are performed in a position compensated
solely on a fee basis (and in which such furctions are not covered
under n agreement entered intio by such State and the Secretary
pursuant to section 218];

(2) The performance of service by an individual as an em-
ployee other than—

(A) sBrvice described in section 210(a',14](11) (B', per-
formed by an indiviidual who has ataiined the of eighteen,

(B) service describd in seotion 210(&(163(13',;
(C) service described in section 210 ('a) L11J, (12), or (15]

(8), o'r (9', o'r (12 performed in the Unithd States by a citi-
zen of the United States,

(D) service described in parara.th (4', of this subsction,
(E) erviice performed by an individun,l as an employee of

a State or Dol:itioal subdivision thereof in a position com-
pensated solely on a fee 'basis [with respect to fees received in
any period in which such service is nolt covered inder n
agreement entered into 'by such State and the Secretary pur-
suant *o secf;ion 218) and

(F) service described in section 210(a) I'20i (17);
(3) The performance of service 'by an individual as an em-

ployee or employee representative as defined in section 3231 of the
Internal Revenue Code of 1954;
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(4) The perforinnce of service y a duly ordained, commis-
sioned, or licensed minister of a ohumh in the exercáse of his
ministry or by member of a religiious order in the exercise of
duties required by such order;

(5) The performance of service by an individual in the exer-
cise of 'his profession as Chiistian Sthence praotitioner; or

(6) The performance of service by an individual during the
period for which wn exemption under section 1402(h) of the In-
iternal Revenue Code of 1954 is effeotive with respe* th him.

The provisions of paragraph (4) or (5) shall not apply 'to service
(other than service performed 'by a mmber of a religious order who
has tüen a vw of poverty as a member of such order) performed
by an indiividual unless an xernptiion under secibion 1402(e) of the
Internal Revenue Code of 1954 is effeotive with respect to him.

* * * * *

[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 de-
rived during any taxable year shall be credited to caIendar 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 preceding
quarters any part of which is in such taxable year.]

CREDITING OF SELF-EMPLOYMEWF INCOME TO CALENDAR YEARS

SEC. (a) For the purposes of determ%ning average monthly
wage and quarter8 of coerage the amount of 8e11-empZoi?/ment income
derived during any tamable year whieh begins before 1978 shall—

(1) in the case of a taxable year whieh i8 a calendar year, be
credited eauaZZj to each quarter of such caZendar year; and

() in the case of any other taxable year, be credited equally
to the calendar quarter in which iuch taxabZe year end8 and to
each of the next three or fewer preceding quarters any part of
which i8 in 8ueh taxable year.

(b) For the purposes of determininq average indexed monthly
earninas, average monthZi,i waqe and auarters of coveriqe the amount
of self-em plovinent ineome derived dvring any taaabZe year which
begin3 a.fter 1977 8hall—

(1) in the case of a taxab7e year which is a caZendar year or
which beqin8 with or durinq ca7e'ndar ,'ear and ends with 'or
dvring 8u(h year, be credited to Rueh ca7endar year; and( in the caie of ann other taxable year, be a7Zoeated pro por-
tio'nately to the two calendar year8. portion8 of whieh are ineZ'uded
withM such taxabZe ijear, on the basiB of t1e number of months
in each 8u0h caZendar year which are included compZetely wzthzn
the taccable year.



186

For purpo8e8 of caue (2), the calendar month in which a taxable
year eivk 8hall be treated a ineZuded completely within that taxable
year.

QUAifl'ER AND QUARTER OF COVERAGE

Definitions

SEC. 213. (a) For the purposes 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, September 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 quarter after the quarter in which such individual
died shall be 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 q_uarter of coverage;

((ii) if the wages paid to any individual in any calendar
year equal to $3,000 in the case of a calendar year before 1951,
or $3,600 in the case of a calendar year after 1960 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 and before 1966, or $6,600 in the case of a calendar year
after 1965 and before 1968, or $7,800 in the case of a calendar
year after 1967 and before 1972. or $9O0O in the case. of a
calendar year after 1971 and before 1973, or $10,800 in the
case of. a calendar year after 1972 and before 1974, or $13,200
in the case of a calendar year after 1973 and before 1975, or
an amount equal to the contribution and benefit base (as de-
termined under section 230) in the case of any calendar year
after 1974 with respect to which such contribution and 'bene-
fit base is effective, each quarter of such year shall (subject
to clause (i)) be a quarter of coverage;

((iii) if an individual has self-employmentincome for a
taxable 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 ending after 1954 and
before 1959, or $4,800 in the case of a taxable year ending
after 1958 and before 1966, or $6,600 in the case of a taxable
year after 1965 and before 1968, or $7,800 in the. case of a
taxable year ending after 1967 and before 1972, or $9,000 in
the case of a taxable year beginning after 1971 and before
1973, or $10,800 in the case of a taxable year beginmng after
1972 and before 1974, or $13,200 in the case of a taxable year
beginning after 1973 and before 1975, or an amount equal to
the contribution and benefit base (as determined under section



187

230) which is effective for the calendar year in the case of any
taxable year beginning in any calendar year after 1974, each
quarter any part of which falls 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 other-
wise a quarter of coverage shall be a quarter of coverage 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 shwll be quarters of cover-
age 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.]

(2) (A) The term "quarter of coverage" mean8—
(i) for calendar years before 1978, and subject to the p'rovi8ion8

of subparagraph (B), a quarter in which an individual has be&n
paid $50 or more in wages (except wages for agricultura' 'abor
paid after 1954) or for which he lur.s been credited (a8 deter-
mined under section 212) with $100 or more of setf-empoyment
income; and

(ii) for calendar years after 1977, and 8u1)ject to the prov80'fl8
of 8ub paragraph (B), each portion of the tota of the wages paid
and the se-empoyment income credited (pursuant to section
212) to an. individva in a calendar year 'which equals the amount
required fo?' a quarter of coverage calendar year (a8 deter'm,ined
under subsectio'n (e)), with 8u0h quarter of coverage being a-
signed to a specific caie'n&vr quarter in such calendar wear only if
necessary in the case of any individual who ha8 attai'ned age 62
or died or z under a di8abitity and the requirements for in8ured
status in subsection (a) or (b) of section 214, the requirements
for entitlement to a computatio'n or recoimputation of MB p?'maDy
in.ura'nce anwunt, or the requirements of paragraph (3) of sec-
tioi 216(i' woud not otherwise be met.

(B) Notwith$tanding the provi6'ion8 of subpciragraph (A)—
(i' no quarter after the quarter in which an individual dies

shafl be in a quarter o.f coveraqe, and no quarter any part of which
8 inc'uded in a period of di8ability (other than the initial quarter

and the a8t quarter of such period) s1afl be a quarter of coverage;
(ii) if the wages paid to an individual in any ca'endar year

equal to $3,000 in the case of a ca'endar year before 1951, or $3,6X
in the case of a ca'endar year after 1950 and before 1955, or $4,?200

in the case of a caendar year atfer 1954 and before 1959, or $4,800
in the case of a ca'endar year after 1958 a'nd before 1966, or $6,600
in the case of calendar year after 1965 and before 1968, or $7,800
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in the case of a calendar year after 1967 and before 1972, or $9,000
in the case of the calendar year 1972, or $10,800 in the case of the
calendar year 1978, or $13.200 in the ca.'e of Me calendar year
1974, or an amount equal to the contribiition and benefit bz8e (ae
detemnined under 8ection. 28Th in the ca.e of anii calendar year
after 1974 with respect to which such contribution and benefit
base i8 effective, each quarter of such year shall (subject to clauses
(z) and (v)) be a quarter of coverage;

(iii) if an individual has self -envployment income for a taxable
year, and if the sun-t of such income and the wages paid to him
during such year equals $3,600 in the case of a taxable year begin-
ning after 1950 and ending before 1955, or $4JOO in the case of a
taxable year ending after 1954 aqid before 1959, or $4,800 in the
case of a tawable year ending after 1958 and before 1966', or $6,600
in the case of a taabZe year ending after 1965 and before 1968, or
$7800 in the ca.e of a taxable year ending after 1967 and before
1972, or $9,000 in the case of a taxable year beqinning after 1971
and before 1973, or $10,800 in the case of a taxable year beginning
after 1972 and before 1974, or $13,200 in the case of a taxxable year
beginning after 1973 and before 1975, or an amount equal to the
contribution and benefit base (as determined under section 230)
whioh is effective for the calendar year in the case of any taxable
year begiiing in any calendar year after 1974, each quarter any
part of which fall8 in such year shale (subject to claii8e8 (i) and
(v)) be a quarter of coverage,

(iv) if an individual is paid wages for agricultural labor in a
calendar year after 1954 and before 1978. then., subject to clawes
(1) and (v), (I) the last quarter of such year which can be but
8 not otherwise a quarter of coverage shall be a quarter of cover-

age if such wages equal or exceed $100 but are less than $200; (II)
the last two quarters of such year which can be but are not other-
wise quarters of coverage shall be quarters of coveraqe if such
wages equal or exceed $200 but are less than $300, (III) the last
three quarters of such year which can be but are not otherwise
quarters of coverage shall be quarters of coveraqe if such wages
equal or exceed $300 but are less than $400, and (IV) each quarter
of such year which is not otherwise a quarter of coverage shall be
a quarter of coveraqe if such wages are $400 or more,

(v) no quarter shall be counted as a quarter of coverage prior to
the beginning of such quart er,

(vi) not nwre than one quarter of coverage may be credited to
a calendar quarter: and

(vii) no more than four qvarters of coverage may be credited
to any calendar year after 1977.

If in the case. of a individ'ual who 1ui attained age 62 o' died or s
under a diabiiity and who hd been raid waqes for agricultural labor
in a cale?idar t,ear after 1954 and before. 1978, the requirements for
in.sured statu8 in subsection (a) or (b) of section 214, the requirements
for entitlement to a computation or recomputation of hi.s vrimary zn-
8ura.nce arttount, or the reQu2remenfs of pa.ragravh (3) of section 216
(i) are not met after assiqnmen of quarters of coverage to quarters
in such year a provided in clause (iv) of the preceding sentence, but



189

would be net if 8uch quarter8 of coverage were a8signed to different
quarters in such year, then such quarters of coverage shall in8tead be
a8signed, for purposes only of determining co?mpliance with such re-
qtirements, to such different quarters. If, in the case of an indivzdual
who did not die prior to January 1, 1955, and who attained age 8 (if
a woman) or age 65 (if a man) or died before July 1, 1957, the re-
quirements for in.9ured 8tatuB in section 214(a) (3) are not met becavse
of his having too few quarters of coverage but would be met if his
quarters of coverage in the flr8t calendar year in which he had any
covered en-tployment had been determined on the ba8is of the period
during which wages were earned rather than on the basi8 of the period
during which wages were paid (any 8nch ivages paid that are real-
located on an earned basis sha7l not be uBed in deterimining quarter8
of coverage for subsequent calendar years), then vpon application
filed by the individual or his 8urvivor8 and satisfactory proof of his
record of wages earmed being furnhhed by such individual or his sur-
vivors, the quaters of coverage in such calendar year may be deter-
nined on the ba8i8 of the periods during which wages were earned.

* * * * * *

Crediting of Certain Federal, State, and Local Service, and Certain
Service for Nonprofit Organizations, Performed Prior to Effective
Date oJ Coverage

(d) In the case of any individual who—
(1) (A) perforims service in the enploy of the United State8 or

any i',vtrumentality thereof (and derives at lea8t six quarters of
coverage there fron-t) on or after the effective date of the repeal
of 8ectzon 210(a) (5) and (8) bi section 801 of the Social Secuty
Financing Amendments of 1977, and

(B) also verformed serviee in the enpZoy of the United State8
or any in.9frumentality thereof prior to 8uch date, or

(p2) (A) performs service in the employ of a State or political
subdivis'ion o' any in8trun-tentality of any one or more of the fore-
going which is wholly owned thereby (and derive8 at least si
quarters of coverage there from) on or after the effective date of
the reveal of section p210(a) (7) by section 30f4 of the Social Secu-
rity Financing Amendment8 of 1977, and

(B) al8o perfor,med service in the en-tpioy of a State or political
subdivision or any such instrumentality prior to such date, or

(3) (A) perfor'1n8 service in the en-tploy of a reliqiou8, charita-
ble, educational, or other organization de8cribed in section 50i
(c) (3) of the Internal Revenue Code of 1954 which is exempt
from income taci under section 501 (a) of such Code (and derives
at lea8t six quarters of coverage there/rom) on or after the effec-
tive date of the repeal of section 01 (a) (8) (B) by section 303
of the Social Security Financinq Amendments of 1977, and

(B) also perform,d service in the enploj, of 8uch an orga-
nization prior to such date,

each calendar quarter in which such individual performed service
described in subparapraph (B) of paragraph (1), (ed), or (3)
(whichever is applicable) shall, if it is not otherwise a quarter of

coverape, be treated (under requlation8 prescribed by the Secretary)
a. a quarter of coverage foi o2l the p'urpo8e8 of this title.
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Amount Required for a Quarter of Coiiorage

(e) (1) The amount of wages and 8elf-em4)loyment income which
an individual mu8t have in order to be credited with a quarter of
coverage in any year under sub8ection (a) () (A) (ii) shall be $50
in the calendar year 1978 and tile anwunt determined under para-
graph () of thi8 sub8ection for years after 1978.

(fe) The Secretary shall, on or before November 1 of 1978 and of
every year thereafter, determine and publi8h in the Federal Reiater
the aimount of wages and 8eZf-emplo1/?ment income which an individ-
ual mu8t have in order to be credited with a quarter of coverage in
the 8ucceedinq calendar year. The anwunt .required for a quarter of
covertige 8hall be the larger of—

(A) the amount in effect in the calendar year in which the
dete-irtination under thi8 8ub8ection is made, or

(II) tile product of the amount pre8cribed in paragraph (1)
which i8 required for a quarter of coveraqe in 1978 and the ratio
of the average of the totzl wages (as defined in regulation8 of
the Secretary and coimputed without reqard to the limit ation8
ar.iecifled in 8ection O9(a)) reported to the S&cretary of the
Treasu or hi. delegate for the calendar year before the year
in which the determ,ination under thi8 varaqraph i8 made to tile
average of tile total wages (as 80 defined and com4nted) reported
to the Secretari, of the Treasury or hi8 delegate for 1976 (as pub-
li8hed in tile Federal Regi8ter in accordance with 8ectzon 15(a)
(1)(D)),

with 8uch nroduct, if iiot a nwltiple of $10, being rounded to t1i next
hiq1ur nwltivle of $10 where 8'uch anvnit 18 a miultiple of $5 but not
of $10 and to the neare8t nwltijle of $10 in any other case.

* * * * * * *

OOMPtITATION OF PRIMARY INSURANCE AMOUNT

SEC. 215. For the purposes of this title—
[(a) The primary insurance amount of an insured individual shall

be determined as follows:
(1) Subject to the conditions specified in subsections (b), (ci.

and (d' of this section and except as provided in paragraphs (2')
and (3) of this subsection, such primary insurance amount shall
be whichever of the following amoiint.s is the largest:

(A) the amount in column IV of the following table (or.
if larger, the amount in column IV of the latest table deemed
to be such table under subsection (i' (2) (D)) on the line on
which in column III of such table appears his average
monthly wage (as determined under subsection (b',')

r(B' the amount in column IV of such table on the line on
which in column II appears his primary insurance amount
(as determined undersubsection (c)); or

(C) the amount in column IV of such table. on the line on
which in column I appears his primary insurance benefit (aS
determined under subsection (d)).
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((2) In the case of an individual who was entitled to a disabil-
ity insurance benefit for the month before the month in which
he died, became entitled to old-age insurance benefits, or at-
tained age 65, such primary insurance amount shall be—

((A) the amount in column IV of such table which is equal
to the primary insurance amount upon which such disability
insurance benefit is based; except that if such individual was
entitled to a disability insurance benefit under section 223
for the month before the effective month of a new table
(whether enacted by another law or deemed to be such table
under subsection (i) (2) (D)) and in the following month
became entitled to an old-age insurance benefit, or he died in
such following month, then his primary insurance amount for
such following month shall be the amount in column IV of the
new table on the line on which in column II of such table ap-
pears his primary insurance amount for the month before
the effective month of the table (as determined under subsec-
tion (c)) instead of the amount in column IV equal to the
primary insurance amount on which his disability insurance
benefit is based. For purposes of this paragraph, the term
"primary insurance amount" with respect to any individual
means only a primary insurance amount determined under
paragraph (1) (and such individual's benefits shall be
deemed to be based upon the primary insurance amount as
so determined); or

((B) an amount eaual to the primary insurance amount
upon which such disability insurance benefit is based if such
primary insurance amount was determined under paragraph
(3).

: (3 Such primary insurance amount shall be an amount equal
to $9.00 multiplied by the individual's years of coverage in excess
of 10 in any case in which such amount is higher than the in-
dividual's primary insurance amount as determined under para-
graph (1) or (2).

For purposes of paragraph (3), an individual's "years of coverage"
is the number (nct exceeding 30) equal th the sum of (i) the number
(not exceeding 14 and disregarding any fraction) determined by di-
viding the total of the wages credited to him (including waEes deemed
to be paid prior to 1951 to such individual under section 217, compen-
sation under the Railro.d Retirement Act of 1937 prior to 1951 which
is creditable to such individual pursuant to this title, and wages
deemed to be paid prior to 1951 th such individual under section 231)
for years after 1936 and before 1951 by $900, plus (ii) the number
equal to the number of years after 190 eaoh of which is a comiuttion
bass year (within the meaning df subsection ('b) (2) (C)) and in each
of which he is credited with wages (including wages deemed to be
naid to such individual under section '217, compensation under the
Railroad Retirement Act of 1937 which is creditable to sudh individual
pursuant th this title, and wages deemed to be paid prior to 1951 to
such individual under section 229) and seif-employrnent income of
not less than 25 percent of the maximum amount which, pursuant to
subsection (e) , may be counted for such year.
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
1976

I II ill lv V

(Primary insur•
anco amount (Primary (Maximum(Primary Insurance benefit effective for Insurance family

under 1939 Act, as modified) June 1975) (Average monthly wage) amount) benefits)

And the mex-
mum amount

of benefits
payable(asIf an ndividuaI's primary in- provided In

surance benefit (as deter- Or his primary Or his average monthly wage (as The amount sec. 203(a))
mined under subsec. (d)) insurance determined under subsec. (b)) referred tom on the basis
is— amount (as is— the preceding of his wages

determined paragraphs of and self-
But not more under subsec. But not more this subsection employment

At least— than— (c)) is— At least— than— shall be— income shall be—

;101.40 76 ;107.90 ;161.90
16.21 16.84 103.00 77 78 106.90 1U.40
16.85 17.60 105.30 79 80 112.10 168.30
17.61 18.40 107.30 81 81 114.20 171.40
18.41 19.24 109.20 82 83 116.20 174.40
19.25 20.00 111.50 84 85 118.70 178.10
20.01 20.U 113.60 86 87 120.90 181.40
20.65 21.28 115.40 88 89 122.80 184.20
21.29 21.88 117.70 90 90 125.30 188.00
21.89 22.28 119.70 91 92 (27.40 191.10
22.29 22.68 121.70 93 94 129.50 194.30
22.69 23. 08 123.60 95 96 131.60 197.40
23.09 23.44 125.90 97 97 134.00 201.00
23.45 23.76 128.00 98 99 136.20 204.40
23.77 24.20 130.50 100 101 138.90 208. 40
24.21 24.60 132.30 102 102 140.80 211.40
24.61 25.00 134.50 103 104 143.20 214.80
25.01 25.48 137.00 105 106 145.80 218.70
25.49 25.92 139.20 107 107 148.20 222. 30
25.93 26.40 141.40 108 109 150.50 225.80
26.41 26.94 143.60 110 113 152.80 229.20
26.95 27.46 145.60 114 118 155.00 232.50
27.47 28.00 147.90 119 122 157.40 236.20
28.01 28.68 150.10 123 127 159.80 239.70
28.69 29.25 152.40 128 132 162:20 243.40
29.26 29.68 154.50 133 136 1U.40 246.70
29.69 30.36 156.50 137 141 166.60 249.90
30.37 30.92 158.90 142 146 169. 10 253.70
30.93 31.36 161. 10 147 150 171.50 257.30
31.37 32.00 163.10 151 155 173.60 260.40
32.01 32.60 165.50 156 160 176.10 2U.20
32.61 33.20 167.60 161 1U 178.40 267.60
33.21 33 88 169. 80 165 169 180.70 271. 10
33.89 34.50 172.00 170 174 183. 10 275.70
34.51 35.00 174.10 175 178 185.30 278.00
35.01 35.80 176.50 179 183 187. 80 281.805.81 36.40 178.50 184 188 190.00 285.00
36.41 37.08 180.90 189 193 192.50 289.00
37.09 37.60 183.10 194 197 194.90 292.40
37.61 38. 20 185.20 198 202 197. 10 295.70
38.21 39. 12 187.60 203 207 199.70 299.60
39.13 39.68 189.80 208 211 202.00 303.00
39.69 40.33 191.60 212 216 203.90 305.90
40.34 41.12 194.00 217 221 206.50 309.80
41. 13 41.76 196.20 222 225 208.80 313.20
41.77 42.44 198.60 226 230 211.40 317.10
42.45 43.20 200.70 231 235 213.60 320.40
43.21 43.76 203.20 236 239 216.30 324.50
43.77 44.44 205. 10 240 244 218.30 328.90
44.45 44.88 207. 10 245 249 220.40 335.70
44.89 45.60 209.70 250 253 223.20 241.20

211.80 254 258 225.40 347.90
213.60 259 263 227.30 354.50
216.20 2U 267 230.10 359.90
218.30 268 272 232.30 366.70
220:60 273 277 234. 80 373.30
222.70 278 281 237.00 378.70
224.90 282 286 239.30 385.50
227.30 287 291 241.90 392.30
229.20 292 295 243.90 397.60
231.60 296 300 246.50 404.30
233. 80 301 3Q 48. 80 411. 10
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
1976—Continued

I II III IV V

•

(Primary insurance benefit
under 1939 Act, as modified)

(Primary insur-
ance amount
effective for
June 1975) (Average monthly wage)

•(Primary
insurance
amount)

The amount
referred to in
the preceding
paragraphs of

this subsection
shall be—

(Maximum
family

benefits)

And the maxl•
mum amount

of benefits
payabte (as
provided in
sec. 203(a))
on the basis
of his wages

and self-
employment

income shall be—

.

If an individual's primary in-
surance benefit (as deterS
mined under subsec. (d))
is—

Or his primary
insurance

amount (as
determined

under subsec.
(c)) is—

.

Or his average monthly wage (as
determined under subset. (b))
is—
•

But not more
At least— than—

But not more
At least— than—

235. 80 306 309 250.90 416. 50
238.20 310 314 253.50 423.20
240.20 315 319 255.60 430.00
242.30 320 323 257.90 435.40
244.70 324 328 260.40 442.10
246.80 329 333 262.60 448.80
249.30 334 337 265.30 454.30
251.10 338 342 267.20 460.90
253.30 343 347 269.60 467.70
255.80 348 351 272.20 473.00
247.80 352 356 274.30 479.70
260.20 357 361 276.90 466.50
262.30 362 365 279.10 491.90
264.30 366 370 281.30 498.60
266.70 371 375 283.80 505.20
268.90 376 379 266.20 510.90
271.20 380 384 288.60 . 517.60
273.20 385 389 290.70 524. 20
275.30 390 393 293.00 529.60
277.70 394 398 295.50 536.40
279.80 399 403 297.80 M3. 20
282.30 404 407 300. 40 548.40
284. 10 408 412 302.30 555.20
286. 10 413 417 304.50 561.90

.288. 20 418 421 306.70 567.30
290.50 422 426 309. 10 574. 00
292.40 427 431 311.20 580.80
294.20 432 436 313. 10 587.50
296.70 437 440 315.70 590. 10
298.50 441 445 317.70 593.70
300.50 446 450 319. 80 597. 00
302. 80 451 454 322. 20 599. 60
304.70 455 459 324.30 602.90
306.80 460 464 326.50 606.20
308. 70 465 468 328. 50 609.10
311.10 469 473 331.10 612.40
312.80 474 478 332.90 615.80
314.90 479 482 335.10 618.60
317.10 483 487 337.40 622.00
319. 10 488 492 339. 60 625.40
321. 10 493 496 341. 70 628. 00
323. 40 497 501 344. 10 631.30
325.20 502 506 346.10 634.60
327.30 507 510 348. 30 637.40
329.30 511 515 350.40 640.70
331. 50 516 520 352. 80 644.20
333.40 521 524 354.80 646.70
335.50 525 529 357. 00 650.20
337.80 530 534 359.50 653.50
339.60 535 538 361.40 656.20
341.70 539 543 363.60 659.60
343.90 544 548 366.00 662.90
34590 549 553 368.10 666.30
347. 90 SM 556 370.20 668. 30
349.50 557 560 371.90 671.10
351. 50 561 563 374. 00 673. 10
353.30 564 567 376.00 675.80
355. 20 568 570 378.00 677. 80
356. 90 571 574 379.80 680.40
358.80 575 577 381. 80 682.60
360. 40 578 581 383.50 685. 10
362. 40 582 584 385.60 687. 20
364.00 585 588 387.30 689.90



Or his primary
insurance

amount (as
determined

under subsec.
(c)) is—

366.10 589 591 389.60 691.90
367.90 592 595 391.50 694.60
369:70 596 598 393.40 696.50
371. 50 599 602 395.30 699.40
373.30 603 605 397.20 701.40
375.10 606 609 399.20 703.90
377.00 610 612 401.20 706.10
378.80 613 616 403.10 708.80
380.60 617 620 405.00 711.50
382.40 621 623 406.90 713.50
384.20 624 627 408.80 716.20
386. 00 628 630 410.80 718.70
387.80 631 634 412.70 722.20
389.70 635 637 414:70 725.60
391.70 638 641 416.80 729.10
393.30 642 644 418. 50 732.30
395.20 645 648 420.50 735.90
396.90 649 652 422.40 739:10
398.10 653 656 423.60 741.20
399.20 657 660 424.80 743.30
400.60 661 665 426.30 746.00
402.00 666 670 427.80 748.70
403:50 671 675 429.40 751.20
404.90 676 680 430.90 754.00
406.30 681 685 432.40 756.70
407.90 686 690 434.10 759.30
409:30 691 695 435.50 762. 10
410.70 696 700 437.00 764.70
412.20 701 705 483.60 767.40
413. 60 706 710 440.10 770.00
415.00 711 715 441.60 772.70
416. 50 716 720 443.20 775.40
417.90 721 725 444.70 778.00
419.30 726 130 446:20 780.80
420:70 731 735 447.70 783.50
422.20 736 740 449.30 786.10
423:60 741 745 450.80 788.90
425:00 746 150 452.20 791.50
426.30 751 755 453.60 793.80
427:50 756 760 454.90 796.00
428.70 761 765 456:20 798.30
429.90 766 770 457.50 800.50
431.10 771 775 658.70 802.70
432.30 776 780 460:00 804.90
433.50 781 785 461.30 807.10
434.60 786 790 462.50 809.30
435.80 791 195 463.70 811.60
437.00 796 800 465.00 813.80
638:30 801 805 466.40 816.10
439.50 806 810 467.70 818.30
440.70 811 815 469.00 820.60
441.90 816 820 470.20 822.70
443.10 821 825 471.50 825.10
444.30 826 830 472.80 827:20
445.40 831 835 474.00 829.50
446.60 836 840 475.20 831.70
447.80 841 . 845 476.50 834.00
449.00 846 . 850 477.80 836.00
650:30 851 855 479.20 83&40
451.50 856 860 480:40 840.60
452.70 861 865 481.70 842.80
453.90 866 '. 810 483:00 845.10
455. 10 871 .815 484.30 847:30
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
1976-Continued

I II III IV V

(Primary Insurance benefit
under 1939 Act, as modified)

If an Individual's primary in-
surance benefit (as deler-
mined under subsec. (d))
is—

(Primary Insur-
ance amount
effective for
June 1975) (Average monthly wage)

(Primary (Maximum
Insurance family
amount) benefits)

And the maxi-
mum amount

of benefits
payable (as
provided in

The amount sec. 203(a))
referred to in on the basis
the preceding of his wages
paragraphs of and self-

this subsection employment
shall be— income shall be—

Or his average monthly wage (as
determined under subsec. (b))
Is—

But not more
At least— than—

But not mOre
At least— than—
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
1976—Continued

I II III IV V

(Primary insurance benefit
under 1939 Act, as modified)

(Primary insur-
ance amount
effective for
June 1975) (Average monthly wage) —

(Primary
insurance
amount)

The amount
referred to in
the preceding
paragraphs of

this subsection
shall be—

(Maximum
family

benefits)

And the maxi-
mum amount

of benefits
payable (as
provided In

sec. 203(a)
on the basis
of his wages

and self'.
employment

income shall be—

If an individuals primary in-
surance benefit (as deter-
mined under subsec. (d))
is—

Or his average monthly wage.(as
determined under subsec. (b))
is—

But not more
At least— than—

But not more
At least— than—

Or his primary
insurance

amount (as
determined

under subsec.
(c)) is—

456.20 876 880 485.40 849.50
457.40 881 885 486.70 851.80
458. 60 886 890 488.00 854.00
459.80 891 895 489.30 856.40
461. 00 896 900 490.60 858.50
462.30 901 905 491.90 860.80
463.50 906 910 493.20 683.00
464.70 911 915 494.50 865.30 .

465.90 916 920 495.80 887.30
467.00 921 925 496.90 869.70 •

468.20 926 930 498.20 .871.80
469.40
470.60

931
936

935
940

499,50
500.80

874.10
876.30

471. 80 941 945 502:00 878.60
473.00 946 950 503.30 880.80
474.30 951 955 504.70 883. 10

475.50 956 960 506.00 885.30
476.70 961 965 507.10 887.50
477.80 966 970 508.40 889.80
479.00 971 975 509. 70 892.00
480.20 976 980 511.00 894.10 •

481. 40 981 985 512.30 896. 40
482; 60 986 990 513. 50 898.60
483.80 991 995 514.80 900.90
485.00
486.00
487. 10
488.20
489. 30
490.40
491. 40
492.50
493.60
494. 70
495. 80
496.80
497.90
499.00
500.10
501.20
502.20
503.30
504.40
505.50
506.60
507.60
508. 70
509. 80
510.90
512. 00
513. 00
514. 10
515. 20
516.30
517. 40
518.40
519.50
520.60
521. 70
522. 80
523. 80
524.80
525.80

966
1001
1, 008
1, 011
1, 016
1, 021
1, 026
1, 031
1, 036
1, 041
1, 046
1,051
1, 056
1 061
1,066
1,071
1, 076
1, 081
1, 086
1, 091
1,096
1,101
1, 106
1, 111
1, 116
1, 121
1, 126
1, 131
1, 136
1, 141
1, 146
1,151
1, 156
1, 161
1, 166
1, 171
1, 176
1, 181
1, 186

1, 000
1,005
1, 010
1, 015
1, 020
1, 025
1, 030
1,035
1, 040
1, 045
1, 050
1055
1,060
1,065
1,070
1,075
1, 080
1,085
1, 090
1, 095
1,100
1,105
1, 110
1,115
1, 120
1, 125
1, 130
1, 135
1, 140
1, 145
1, 150
1,155
1, 160
1, 165
1, 170
1, 175
1, 180
1, 185
1, 190

516. 10
517:20
518.30
519.50
520.70
521. 80
522.90
524. 10
525. 20
526; 40
527.60
528:60
529. 80
531.00
53220
533.30
534. 40
535. 60
536.70
537.90
539.10
540.10
541.30
542.50
543. 60
544.80
545.90
547. 10
548. 20
549. 40
550.60
551.60
552.80
554. 00
555. 10
556.30
557. 40
558.40
559.50

903. 10
905.00
907.10
909.00
911. 20
913. 10
915.20
917. 10
919. 10
921.20
923.20
925.10
927.20
929. 10
931.30
933.20
935.30
937.20
939.20
941. 30

.943.30
945.20
947.30
949. 20
951. 40
953.30
955.40
957.30
959. 40
961. 40
963. 40
965.30
967. 40
969.40
971. 50
973. 40
975. 40
977.20
979.10
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING JUNE
1976—Continued

I II III IV V

(Primaty Insur-
ance amount (Primary (Maximum

(Primary Insurance benefit effective for insurance family
under 1939 Act, as modified) June 1975) (Average monthly wage) amount) —_benefits)

And the maxi-
mum amount

of benefits
payable (as

If an individual's primary in• provided In
surance benefit (as deter• Or his primary Or his average monthly wage (as The amount sec. 203(a))
mined under subsec. (d)) insurance determined under subsec. (b)) referred to in on the basis
is— amount (as is— the preceding of his wage

determined paragraphs of and self-
But not more under subsec. But not more this subsection employment

At least— than— (c)) is— At least— than— shall be— income shall be—

526.80 1, 191 1, 195 560.60 981.00
527.80 1, 196 1,200 561.60 982.90
528.80 1, 201 1, 205 562. 70 984.70
529.80 1,206 1,210 563.80 986.60
530.80 1,211 1,215 564.80 988.40
531. 80 1,216 1,220 565. 90 990. 30
532.80 1,221 1,225 566.90 992. 10
53380 1,226 1230 . 568.00 994.00
534 80 1,231 1,235 569.10 995.80
535.80 1,226 1,240 570.10 997.80
536.80 1,241 1,245 571.20 999.60
537.80 1, 246 1, 250 572.30 1, 001.50
538.80 1,251 1,255 573.30 1,003.30
539.80 1,256 1,260 574.40 1,005.20
540.80 1,261 1,265 575.50 1,007.00
541.80 1,266 1,270 575.50 1,008.90
542.80 1,271 1,275 577.60 1,010.70

1, 276 1,280 578.60 1, 012.60
1, 281 1, 285 597. 60 1, 014.30
1, 286 1,290 580. 60 1, 016. 10
1, 291 1, 295 581. 60 1, 017.8
1,296 1,300 582.60 1,019.6
1, 301 1,305 583. 60 1, 021.30
1,306 1,310 584.60 1,023.10
1, 311 1,315 585.60 1, 024.80
1, 316 1, 320 586.60 1, 026.60
1, 321 1,325 587.60 1,028.30
1,326 1, 330 580.60 1,030. 10
1, 331 1, 335 589.60 1, 031.80
1,336 1,340 590.60 1,033.60
1,341 1,345 591.60 1,035.30
1,346 1,350 592.60 1,037.10
1, 351 1, 355 593. 60 1, 038.80
1, 356 1, 360 594.60 1, 040.6
1, 361 1,365 595.60 1, 042.3
1, 366 1,370 596.60 1, 044. 1
1, 371 1, 375 597.60 1, 015. 8

(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 monthly 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 ears.
((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 individua]'s benefit computation years shall in no case be less
than two.
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((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 purposes of subparagraph (B), "computation 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 reason of section
202(j) (1) or otherwise) the first month for which the individual
was entitled to old-age insurance benefits, or

r(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.

((3) For purposes of paragraph (2), the number of an individual's
elapsed years is the number of calendar years aft.er 1950 (or, if later,
the var in which he. attained age 21) and before the year in which
he died, or if it occurred earlier but after 1960, the year in which he
atained ae 62.' For purposes of the preceding sentence, any cal-
endar year any part of which was included in a period of disability
shall rot be included in such number of calendar years.

((4) The provisions of this subsection shall be applicable only in the
case of an individual—

[(A) who becomes entitled to benefits under section 202(a) or
section 223 in or after the month in which a new table that appears
in (or is deemed by subsection (i) (2) (D) to appear in) section
(a') becomes effective; or

((B) who dies in or after the month in which such table be-
comes effective without being entitled to benefits under section
202(a) or section 223; or

((C) whose primary insurance amount is required to be recom-
puted under subsection (f) (2).

(Primary Insurance Amount Under Prior Provisions

((c) (1) For the purpose of column II of the latest table that ap-
pears in (or is deemed to appear in) subsection (a) of this section,
an individual's primary insurance amount shall be computed on th.e
basis of the law in effect prior to the month in which the latest such
table beeame effective.

((2) The provisions of this subsection shaH be applicable only ui
the case of an individual who became entitled to benefits under sectioi
202(a) or section 223, or who died, before such effective month.]

(a) (1) (A) The primari ineura'nee amount of an indii,idual 8hall
(except as otherwise provided in thi8 8ectzon) be equal to the sum. of—

(i) 90 percent of thp, jvdii,idu,7l'8 averaqe indexed ',monthiy earn-
ing8 (determined under 8ub8ectiOn (b)) to the extent that such
earninq8 do not exceed the amount e8tabli8hed for purpoe of th
clau8e by 8ub paragraph (B),

(ii') 8 percent of the individual'8 average indexed monthly
ear'nznq8 to the extent that 8uch ear'4inq8 exceed the amown.t e8tab-
li8hd for viirposes of clauie (i) but do iwt exceed the ainoumt
e8tabli8lied for pur'poe of thi8 clau8e by 8ub paragraph (B), and



198

(iii) 15 percent of the individual's average indexed monthly
ear'rtings to the extent that such earnings exceed the amount estab-
lished for purposes of clause (ii),

rounded in accordance with subsection (g), and thereafter increased
as provided in vbsection (i).

(B) (i) For individuals who initially become eligible for old-age or
disability insurance benefits o'r die in the calendar year 1979, the
amourtts established for purposes of clau8es (i) and (ii) of subpara-
graph (A) shall be $180 and $1,085, respectively.

(ii) For individuals who initially become eligible for old-age or
disability insurance benefit o'r die in any calendar year after 1979,
each of the amourtts so estahli8hed shall equal the product of the cor-
responding amount estabi.shed with respect to the calendar ye'ir 1979
under clauie (i) of th'Li subparagraph and the quotient obtained j
dividing—

(1) the average of the total wages (a defined in 'reguiaticns of
the Secretay and computed without regard to t1e limit af.ion.i spe-
ci fled in section 209 (a)) reported to the Secretary of the Treasury
or hi.g delegate fo'r the second calendar year preceding the calendar
year for which the determination i.s made, by

(ii) the average of the total wages (as so defined and coim-
puted) reported to the Secretary of the Treasury or his delegate
for the calendar year 1977.

(iii) Each amount established vnder cki,se (ii) for any calendar
year shall be rounded to the n&tre8t $1, except that amy amoint so es-
tablished which i.s a multiple of $0.50 but 'not of $1 shall be rounded
to the next higher $1.

(C) (i) No primary iurance amount computed under subpara-
graph (A) may be less than—

(1) the dollar anount set forth on the first line of colunvn JV
in the table of benefits contained in (or deemed to be contained in)
thi9 gvbseetion as in effect in December 1978, rov.rnded (if not a
mraltiple of $1) to the next higher nultiple of $1, or

(ii) an amount equal to $11.50 multiplied by the individual's
years of coverage in excess of 10, or the inoreased amount deter-
mined for purposes of this subdivision under vbsection (i),

whichever i8 greater. No increase under vbsection (i), occuri'ing be-
fore the year in which am individital becones eligible for old-age or
disability i'nrance benefits o'r dies, shall apply to the dollar amount
specified in subdivieion (1) of thi,9 clause with respect to ruch indi-
vidual.

(ii) For purposes of clauBe (i) (ii), the terms 'years of coverage'
with respect to any individual mea the number (not exceeding 30)
equal to the 8wm. of (1) the number (not exceeding 14 and disregard-
ing any fraction) determined by dividing (a) the total of the wages
credited to such individual (including wages deemed to be paid prior
to 1951 to such individual u'nder section 7. compen3ation under the
Razlroad Retirement Act of 1937 prioi' to 1951 which is oreditable to
such i'ndividual pursuant to this title, and wa'es deemed to be paid
prior to 1951' to vch individual under section 931) for years after
1936 and before 1951 by (b) $900, plu8 (ii) the nwn'ber equal to
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?vu1nber of years after 1950 each of vlvich i8 a com.ptation ba8e year
(within the meaning of subsection (b) (92) (B) (ii)) and in each of
which he i8 credited with wages (inebutling wages deemed to be paid
to sue/i individaZ under section 9217, com.pen8ation vínder the Rail-
road Retirement Act of 1937 or 1974 which i8 creditab'e to 8ueh in-
dividua pursuant to thi8 title, and wages deemed to be paid to 8uch
individua' under section 29) and sdf-eimployment income of not
tess than 925 percent of the maximwim amount which, pursuant to 8ub-
8ectwn (e), may be counted for such year, of not less than &5 percent
of the nuzximum anwwnt which could be 80 counted for s'uch year
(in the case of a year after 1977) if 8ect2on290 a in effect iin'mediately
prior to the enactment of the Social Security Fi'nawing Amendment8
of 1977 had remained in effect without charge.

(D) In each calendar year after 1978 the Secretary 8hall pubi8h in
the Federal Regi8ter, on or before November 1, the formula for com-
puting benefits undei thi8 paragraph and for adju8ting wages and
8ef-empknJment income under .gub8ectio% (b) (9) in the case of an
individual 'who becomes e'igible for an old-age in8urance benefit, or
(if ear'ier) becomes eUgibe for a di8ability in8urance benefit or die8,
in. the foknoing year, and the average of the total wages (oa described
in subparagraph (B) (ii) (I)) on which that /ormula i8 ba8ed. With
the initia' p'bUcation required by this 8ubpragraph, the Seerekiry
shall ako pubi8h in the Federal Regi8ter the average of the total
'wages (a8 so de8cribed) for each calendar year after 1950.

()(A) A year shall not be counted a the year of an individual'8
death or e'igibility for purposes of thi8 8ubsectionor ub8ection (b) or
(i) in any case where sueh individaZ woa entitled to a di8ability in-
urance benefit for any of the 12 nwnth8 iimdiatelq prece&img the
month of such death or digibiity (but there 8ha be counted instead
the yeir of the individua"s digibility for the di8ability in8urance bene-
fit or benefit8 to which he wa entitled during 8uch 11 mnth8).

(B) In the ca.se of an individua' who wa entitled to a di8abilitt/
in8urance beneit for ant, of the 12 month8 before the cmonth in which
he became entte4 to an o'd-age in8ura/nee benefit, became reentitled
to a di8abilit'/ in8urance benet, or died,the prirnar in8urance anwunt
for detenining any benet attributab'e to that entitlement, reentitle-
ment, or death i8 the greater of—

(i) the iinvary in8uruAwe amount upon whic7z 8'uch di8ability
insurance benefit wa ba8ed, inerea8ed by the amount of each gen-
eral benefit inerea8e (a8 defined in sub8ection (i) (.9)), and each
increaBe provided under subsection (i) (p3), that wou'd haie ap-
p'ied to 8uch primar, in8uraiwe amc,unt had the individual re-
nvained entit'ed to 8uch di8ability in.surance benefit untie the mon.th
in which he became 80 entit'ed or reentited or died, or

(ii) the amount computed under paragraph (1) (C).
(C) In the case of an individua' who wa entitled to a di8ability

M8uranee benefit for any month and with re8pect to whom a primary
in8urance amount is required to be computed at any time after the do8e
of the veriod of the individual's di8ability (whether because of 8uch
individua"s subsequent entit'ement to o'd-age in8urance benefit8 or to
a disabi'ity i'n3urance be'ne fit ba8ed upon a 8ubsequent period of di8-
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ability, or bècau8e of such individual'8 death), the primary irirance
a.mount 80 computed may in 'no case be 1e88 than the pnmary zn3urance
amount with re8yect to which 8uch former di8abilzty znurance benefit
wa mo8t recently determined.

(3) (A) Paragraph (1) applie8 only to an individual who wa not
eligible for an old-age in3urance benefit prior to January 1979 and who
in that or any 8ucceedzng nwnth—

(i) becolne8 eligible for 8uch a benefit,
(ii) be1ome8 eligible fo,1 a di8ability in8v.rance benefit, or
(iii) die8,

and (except for 8ub paragraph (C) (i) (II) thereof) it applze8 to every
such individiwi2 except to the extent otherwise provided by paragraph
(4).

(B) For purpoe of thi8 title, an individual i8 deemed to be elig-
ible—

(i) for old-aqe in3urance benefit8, for montli8 begiwiiing with
the month in which he attain3 age 6, or

(ii) for di8ahiity insurance benefit8, for month8 begiwiizng
with the month in which hi8 period of di8ability began a provided
u'nder8ectwn16(i)()(C),

eacept a provided in paragraph (p3) (A) in cae where, fewer than 1
mont 118 ha'?Je elap8ed 8ince the termdation of a pl4or period of
di8ability.

(4) Paragraph (1) (ececept for 8ubparagraph (C) (i) (II) thereof)
doe8 'not apply to the computation or recomputatio of a primary
in3uranwe amounii for—

(A) an individual who wa eligible for a di.sability &tetrance
benefit for a month prior to January 1979 unle88, prior to the
month in which occurs the event de8cribéd in clause (i), (ii), or
(iiz) of paragraph (3) (A), there occurs a period of at lea8t 1
con8ecutive mo'nt1z,8 for which he wa not entitled to a di8ability
in3urance benefit, or

(B) an individual who had wages or 8elf-employment income
credited for one or more years prior to 1979, and who wa 'not
eligible for an o14-age or di8abi2ity in8urance benefit, and did 'not
die, prior to January 1979, if in the year for which the computa-
tion or recomputation would be made the individual'8 prnzary in-
urance amount would be greater if computed or recoimputed—

(i) under 8eition p315(a) a in effect in Deceinber 1978, for
purposes of old-age in8urance benefits in the case. of an in-
dividua2 who become8 eligible for 8uch beneflt8 prior to 1989,
or

(ii) a provided b 8ection p15(d), in the case of an in-
dividua2 to whorm 8uch 8eet on applie8.

In &'termininq whether an individual'8 primam,' iuraiwe amount
would be greater if computed or recoimputed a provided in 8ubpara-
graph (B), (I) the toble of benflt8 in effect in December 1978 8hall be
applied without regard to any viwrea8e8 in that table which may be-
coime effective (in accordance with 8ub8ecti(yrt (i) (4)) for year8 after
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1978 (8ulject to 8ubRectw'n (i) () (A) (iii)), and (II) 8ueh individ-
ual'8 average imont lily wage 8/tall be computed a provided by 8VI'8ec-
tion(b) (4).

(5) For purposes of comquting the primary in.surance amiwmt
(after December 1978) of an individual to whom paragraph (1) doe8
not apply (other than an individual de8cri bed in paragraph (4)(B)),
this 8ection as in effect in December 1978 8ha21 remain in effect, except
that, effective for January 1979, the dollar amount 8peczfied in para-
graph (3) of 8fub8ectio1% (a) &hall be i'lwrea8ed to $11.50. The table for
deternining primary inra?we amounts and maczimum. family benefit8
contained in this 8ectio% in December 1978 8hall be revi8ed a provided
by 8ub8ectiO% (i) for each year after 1978.

Average Indexed Monthly Earming8; Average Monthly Wage

(b) (1) An indiivid,al'8 average indexed riwnthly earnings shall be
equal to the quotient obtained by dividing—

(A) the total (after adju8tment under paragrap1 (3)) of hi8
wages paid in and self-employment income credited to hi8 benefit
computation yea (determined under paragraph (2)), by

(B) the numbe:of months in those year8.
(2) (A) The number of an individual's benefit computation years

equals the number of elapsed years, reduced by five, except that the
number of an individual'8 benefit computation years may not be 1e88
than two.

(B) For purposes of thi.g subsection with re8pect to any indivzdual—
(i) the term "be'ne fit computation years" means those computa-

tion base jears, equal in nvmber to the number determ,ined under
subparagraph (4), for which the total of such individual's wages
and self-em,ployinent income, after adju8tment under paragraph
(3), is the large8t;

(ii) the terms "Oo'n-tputation base years" means the caledctr years
after 1950 and before—.

(I) in the case of an individual entitled to old-age in8ura?we
benefit8, the year in which occurred (whether by reason of
section 92O2().(1) or ctherwise) the first moith of that month
of that entitlement; or

(II) in the case of an individual who has died (witiwut
having become entitled to old-age insurance bene/it8), the year
succeeding the year of his death;

except that 8uh terms excludes any calendar year entirely in-
cltided in a period of disability; and

(iii) the term, "number of elapsed year8" rnean (except as
otherwi8e provided by 8ection 104(j) (2) of the Social Security
Anwndment8 of 19792) the number of calendar years after 1950
(or, if later, the year in which the individual attained age 921)
and before the year in which the individual died, or, if it occurred
earlier but after 1960, the year in which he attained age 692; except
that 8uch term exclude8 any calendar year any part of which i8
included in a period of disability.

(3) (A) Except as provided by 8ubparagraph (B), the wages paid
in and self-employment income credited to each of an individua2'8
computation base years for purposes of the selection therefrom of
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benefit computation years under paragraph () shall be deemed to be
equal to the product of—

() the wages and self-employment income paid in or credited
to such year (a8 deternuned without regard to thi8 sub para-
graph), and

(ii) the quotient obtained by dividing—
(I) the average of the total wages (a8 defined in regula-

tio of the Secretary and computed without regard to the
l'mitat2on8 8peczfied in section O9(a)) reported to the Secre-
tar'y o/the Trea.sury or his delegate for the second calendar
year (after 1976) the year of the individual's death or initial
eligibility for an old-age or disability in8urance benefit,
whichever i8 earliest, by

(II) the average of the total wages (a.s so defined and com-
puted) reported to the Recretari of the Trea8uri/ or hi8 dele-
gate for the computation ba.se year for which the deternbina-
twn 18 made.

(B) Wages paid in or 8elf -employment income credited to an indi-
vidual's computation ba8e year which—

(i) occurs after the second calendar year specified in svhpara-
graph (A) (ii) (I),or

(ii) i8 a year treated under 8ubsection (f) () (C) a.s though
it were the la.st year of the period specified in svhsection (b) ()
(B) (ii),

ghall be available for ue in determininc an individual's benefit coin-
putation years, but without applying subparagraph (A) of thi8 para-
graph.

(4) For purposes of deteminin.q the average monthl?/. wage of an
individual whose primary insurance amount i8 coimputed (after 1978)
under section l5(a) ord15(d) a.s in effect (except with respect to the
tables contained therein) in December 1978, b' rea.son of subsection
(a) (4) (B), this subsection as in effect in December 1978 shall remain
in effect, ececept that paragraph () (C) (as then in effect) shall be
deemed to provide that "comvtation base years" include onlu calendar
years in the period after 1950 (or 1936, if appli4ab7e) and nrior to
the year in which occurred the first nw'n.th for whih th individual
wa.s eZiqible (a.s dej?ned in 8u7)secfion (a.) (3') (B) a.g in effect in .Janu-
ar?/ 1979) for an old-ace or disahiZitn insurance benfit. or di'd. Ant,
caZendar year all of which i8 inc7iucled in a period of di.scbility sha7l
not be included as a computation base year for such purposes.

AppZieation of Prior Provi.sion8 in Certain Ca.ses

(c) Thi8 subsection as in effeet in Dei'mber 1978 Rh all re/main in
effect 'with respect to an iidividv"Z t wh,n Rq,hRecfion (a (1') does
not avnl?/ b' rea8o'n. of the jndj'njdlta7'R e7ioThilit' for art old-aqe or
disability iurance benefit, or the individwil'8 death. prior to 1979.

Primary Insurance Benefit ITnder 1639 Act

((d) (1' For purnoses of column I of the table appearing in subsec-
tion (a) of this s'tion, an individual's primary insurance benefit shall
be computed as follows:
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((A) The individual's average monthly wage shall be deter-
mined as provided in subsection (b) (but without regard to para-
graph (4) thereof) of this section, except that for purposes of
paragraph (2) (C) and (3) of such subsection, 1936 shall be used
instead of 1950.

((B) For purposes of subparagraphs (B) and (C) of subsection
(b) (2), an individual whose total wages prior to 1951 (as defined
in subparagraph (C) of this subsection)—

((i) do not exceed $27,000 shall be deemed to have been paid
such wages in equal parts in nine calendar years after 1936
and priorto 1951;

((ii) exceed $27,000 and are less than $42,000 shall be
deemed to have been paid (I) $3,000 in each of such number
of calendar years after 1936 and prior to 1951 as is eciual to
the integer derived by dividing such total wages by 3,000,
and (TI) the excess of such toa wages over the product of
$3,000 times such integer, in an additional calendar year in
such period; or

((iii) are at least $42,000 shall be deemed to have been paid
$3,000 in each of the fourteen calendar years after 1936 and
prior to 1951.]

(d) (1) For purposes of column I of the table appearing in subsec-
tion (a), a. that sub8ection wa in effect in December 1977, an i'ndivid-
ual's primari in8urance benefit 8hall be computed as follows:

(A) The individ'ual's average monthly wage shall be deter-
mined as provided in subsection (b), as in effect in December
1977 (but without regard to paragraph (4) thereof), except
that for purposes of paragraphs () (C) and (8) of that subsec-
tion (as 80 in effect) 1936 8liall be used in.stead of 1950.

(B) For purposes of sub paragraphs (B) and (C) of 8ub-
8ection (b) () (as 80 in effect), the total wages prior to 1951
(as defined in 8ub paragraph (C) of thi8 paragraph) of an indi-
vidual who attained age 31 after 1936 and prior to 1951 shall
be divided b' the n'umber of years (hereinafter in this 8ub-
paragraph referred to as the 'divi8or') elapsinq after the year
in which the individual attained aqe 31 and prioi to the earlier
of 1951 or the 'ijear of the irndividuai's death. The quotient so
obtained shall be deemed to be the individual's wages credited to
each of the vear8 inciqjded n the divior, except that—

(i) if the quotient exceeds $3,000, onl'y $3,000 shall be
deemed to be the individual's waqe8 for each of years in-
cluded in the divi8or, and the remainder of the individual's
total w'ix,,es prior to 7951 (1) if l'ss than £3,OO0, shall be
deemed credited to the ilear in which the individual attained
aqe 91. or (II) if $3000 or more, sha7l be deemed credited, in
$3,000 increments, to the year in which the individual attained
age 21 and to each ','ear consecutivel'i.,i preceding that jear,
with anii remainder 7ess than $3 .000 being credited to the year
iminediatel'y preceding the earliest year to which a full $3,000
ineren?ent was credited: and

(ii) no more than $42,000 nay be taken into account, for
purpo8e8 of this subparagraph, as total wages after 1936 and
jmor to 1951.
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(C) For the purposes of subparagraph (B), "total wages
prior to 1951" with respect to an individual means the sum of
(i) remuneration credited to such individual prior to 1951 on
the records of the Secretary, (ii) wages deemed paid prior to 1951
to such individual under section 217, (iii) compensation under
the Railroad Retirement Act of 1937 prior to 1951 creditable to
him pursuant to this title, and (iv) wages deemed paid prior to
1951 to such individual under section 231.

((D) The individual's primary insurance benefits shall be 45.6
per centum of the first $50 of his average monthly wage as coin-
puted under this subsection, plus 114.4 per centum of the next $200
of such average monthly wage.]

(D) The individiual'8 primary in$urance benefit 8h021 be 41) per-
cent of the fir8t $50 of his average monthly wage a com.puted
under this 8ub8ection, plU8 10 percent of the next $?200 of hi aver-
age monthly wage, increa8ed by 1 percent for eaeh increment year.
7'lie niumber of increment years the niii,mber, not more than 14
nor 1e88 than 4, that is equal to the individual'g total wage8 prior
to 1951 divided by $1,650 (di8regarding any fraction).

(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) except as provided in paragraph (3), who attained age
22 after 1950 and with respect to whom less than six of the quar-
ters elapsing after 1950 are quarters of coverage, or who attained
such age before 1951; and

(C) (i) who becomes entitled to benefits under section 202(a)
or 223 after the date of the enactment of the Social Security
Amendments of 1967, or

(ii) who dies after such date without being entitled to benefits
under section 202(a) or 223, or

(iii) whose primary insurance amount is required to be recom-
puted under section 215(f) (2) or (6), or section 231.

(3) The provisions of this subsection as in effect prior to the enact-
ment of the Social Security Amendments of 1967 shall be applicable
(in the case of an individual—

((A) who attained age 21 after 1936 and prior to 1951, or
((B) who had a period of disability which began prior to 1951,

but only if the primary insurance amount resulting therefrom is
higher than the primary insurance amount resulting from the ap-
plication of this section (as amended by the Social Security
Amendments of 1967) and section 220] in the casc of an z'ndivdual
who had a period of disability which began prior to 1951, but on2y
if the primaj insurance amount re8ulting therefrom is higher
than the primary in.surance anwunt re8uUing from the applica-
tion of thie section (a8 amended by the Social Security Aimend-
ment8 of 1967) and 8ection ?220.

(4) The provisions of this subsection as in effect in December 1977
shall be applicable to individuals who become eligible for old-age or
disability insurance benefits or die prior to 1978.
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Certain Wages and Se'f-Employment Income Not To Be Counted

(e) For the purposes of subsections (b) and (d)—
(1) in computing an individuaPs (average monthly wage]

average indexed monthly earning8 or, in the case of an individual
who8e primary in8uraflce amount ii computed under section 15
(a) a in effect prior to January 1979, average monthly wage,
there shall not be counted the excess over $3.600 in the case of any
ca'endar year after 1950 and before 1955, the excess over $4,200
in the case of any calendar year after 1954 and before 1959, the
excess over $4,800 in the case of any ca'endar year after 1958
and before 1966, the excess over $6,600 in the case of any calendar
year after 1965 and before 1968, the excess over $7,800 in the case
of any calendar year after 1967 and before 1972, the excess over
$9,000 in the case of any ca'endar year after 1971 and before 1973,
the excess over $10,800 in the case of any calendar year after 1972
and before 1974, the excess over $13,200 in the case of any calendar
year after 1973 and before 1975, and the excess over an amount
equal to the contribution and benefit base (as determined under
section 230) in the case of any calendar year after 1974 with re-
spect to which such contribution and benefit base is effective (be-
fore the application, in the case of average indexed monthly
earnings, of subsection (b) (3) (A')) of (A) the wages paid to
him in such year. pius (B) the self-employment income credited
to such year (as determined under section 212) ; and

(2) if an individual's (average monthly wage] average indexed
monthly ear'ning8 or, in the case o/ an individual whose primary
ifl8urance amount is computed under section p15(a) a in effect
prior to January 1979, average monthly wage, computed under
subsection (b) or for the purposes of subsection (d) is not a muki-
pe of $1, it shall be reduced to the next 'ower multiple of $1.

Recomputation of Benefits

(f) (1) After an individual's primary insurance amount has been
determined under this section, there shall be no recomputation of such
individual's primary insurance amount except as provided in this sub-
section or, in the case of a World War II veteran who died prior to
July 27, 1954, as provided in section 217(b).

((2) If an individual has wages or sdf-employment income for a
year after 1965 for any part of which he 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 such individual's
primary insurance amount with respect to each such year. Such recom-
putation shall be made as provided in subsections (a) (1) (A) and
(C) and (a) (3) as though the year with respect to which such recom-
putation is made is the last year of the period specified in subsection
(b) (2) (C). A recomputation under this paragraph with respect to
any year shall be effective—

((A) in the case of an individual who did not die in such year,
for monthly benefits beginning with benefits for January of the
following year; or
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[(B) in the case of an individual who died in such year, for
monthly benefits beginning with benefits for the month in which
he died.]

() (A) If an individual has wages or self-employment income for
a year after 1.978 for any part of which he it entitkd to old-age or
diabiiity insurance benefits, the Secretary shall, at such time or time8
and within such period a he may by regulation prescribe, recompute
the individual's primary insurance amount for that year.

(B) For the purpose of applying subparagraph (A) of subsection
(a) (1) to the average indexed monthly earnings of an individual to
whom that subsection applies and who receives a recomputation under
thi.s paragraph, there shall be u.ged, in lieu of the anwunts establi.shed
by subsection (a) (1) (B) for purposes of clauses (i) and (ii) of 8ub-
8ection (a) (1) (A), the amounts so established that were (or, in the
case of an individual described in subsection (a) (4) (B), wov2d have
been) uBed in the computation of such individual's primary in8urance
amount vrior to the application of this subsection.

(C) A recomputation of any individual's primary insurance amount
under this paragraph shall be made as provided in subsection (a) (1)
a8 though the year with respect to which it is made i.s the la8t year o
the period specified in subsection (b) () (B) (ii), and subsection (b
(3) (A) shall apply with respect to any such recompuation a. it ap-
plied in the coinputatio'n of 8uch individual's primary in8urance
amo'unt prior to the application of this subsection.

(D) A recomputation under this paragraph with respect to any
year shall be effective—

(i) in the case of an individual: who did not die in that year,
for monthly benefits beginning with benefits for January of the
following year, or

(ii) in the case of an individual who died in that year, for
monthl benefits beginning with benefits for the month in which
he died.

[(3) 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 t.he
close, of such taxable year and prior to January 1961 or (if he died
without filing such application and such death occurred prior to Janu-
ary 1961) by a person entitled to monthly benefits on the basis of such
individual's wages and self-employment income, the Secretary shall
recompute such individual's primary insurance amount. Such recom-
pittation shall be made in the manner provided in the preceding sub-
sections of this section (other than subsections (b) (4) (A)) for com-
putation of such amount, except that (A) the self-employment income
closing date shall be the day followino 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
recomputation shall be effective (A) in the case of an application filed
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by such individual, for and after the first month in which he became
entitled to oki-age insurance benefits, and (B) in the case of an appli-
cation filed by any other person, for and after the month in which such
person who filed such application for recomputation became eitit1ed
to such monthly benefits. No recomputation under this paragraph pur-
suant 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.]

((4) Any recomputation under this subs&tion shall be effective only
if such recomputation results in a higher primary insurance amount.]

(4) A recoin put ation shall be effective under this sub8ection onZi if
it increases the primary in3urance amovimt b,i at least $1.

(5) In the CMSC of a man who became entitled to old-age inuranc
benefits and died before the month in which he attained age 65, the
Secretary shall recompute his primary insurance amount as provided
in subsection (a) as though he became entitled to old-age insurance
benefit in the month in which he died; except that (i) his computa-
tion base years referred to in subsection (b) (2) shall include the year
in which 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 there-
after. Such recomputation of suth primary insurance amount shall be
effective for and after the month in which he died.

(6) Upon the death after 1967 of an individual entitled to benefits
under s&ion 202(a) or section 223, if any person is entitled to
monthly benefits or a lump-sum death payment, on the wages and self-
employment income of such individual, the Secretary shall recompute
the decedent's primary insurance amount, but only if the decedent
during his lifetime was paid compensation which was treated under
seeion 205(o) as remuneration for employment.

(7) Thi8 subsection as in effect in Decerrber 1978 shalZ continue to
apply to the recoinputation of a primary insurance amount computed
u',ider subsection (a) or (d) as in effect (without regard to the table
in subsection (a)) in that month, aid, where appropriate, u',ider sub-
section (d) as in effect in Deceimber 1977. For purposes of recomputing
a primary in.urance am5ount determid under subsection (a) or (d)
(as so in effect) in the case of an individual to whom thoscsubsection8
apply by reason of subsection (a) (4) (B) as in effect after Decerrber
1978, no rem5uneration shalZ be taken into account for the year in
which the individ'ual initiaZly became eligible for an oZd-age or dis-
ability in.gura'nce befit or died, or for or any year thereafter.

(8) The Secretary shall recompute the primary iurance amounts
applicable to beneficiaries whose befits are based on a primary in-
surance amount which was comnputedzder section p215(a) (3) effective
prior to January 1979, or would have been so computed i the dollar
aimount specified therein were $11.50. Such recomnputat'on shaZZ be
effective January 1979, and shalZ incl'ud the effect of the increase in
the doZ7ar amount provided by section p215(a) (1) (C) (i) (II). Such
primary in3urance amount shaZZ be deenzed to be provided under such
section for purposes of section 15(i)..
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Cost-of-Living Increases in Benefits

(i) (1) For purposes of this subsection—
(A) the term "base quarter" means (i) the calendar quarter

ending on March 31 in each year after 1974, or (ii) any other cal-
endar quarter in which occurs the effective month of a general
benefit increase under this title;

(B) the term "cost-of-living computation quarter" means a
base quarter, as defined in subparagraph (A) (i), in which the
Consumer Price Index prepared by the Department of Labor
exceeds, by not less than 3 per centum, such Index in the later of
(i) the last prior cost-of-living computation quarter which was
established under this subparagraph, or (ii) the most recent
calendar quarter in which occurred the effective month of a gen-
eral benefit increase under this title; except that there shall be no
cost-of-living computation quarter in any calendar year if in
the year prior to such year a law has been enacted providing a
general benefit increase under this title or if in such prior year
such a general benefit increase becomes effective; and

(C) the Consumer Price Index for a base quarter, a cost-of-
living computation quarter, or any other calendar quarter shall
be the arithmetical mean of such index for the 3 mQnths in such
quarter.

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

[(ii) If the Secretary determines that the 'base quarter in any year
is a cost-of-living computation quarter, he shall, effective with the
month of June of such year as provided in subparagraph (B), increase
the benefit amount of each individual who for such month is entitled
to benefits under section 227 and 228, and the primary insurance
amount of each other individual under this title (but not including
a primary insuranc amount determined under subsection (a) (3) of
this section), by an amount derived by multiplying each such amount
(including each such individual's primary insurance amount or benefit
amount under section 227 or 228 as previously increased under this
subparagraph) by the same percentage (rounded to the nearest one-
tenth of 1 percent) as the percentage by which Consumer Price Index
for such cost-of-living computation quarter exceeds such index
for the most recent prior calendar quarter which was a base quarter
under paragraph (1) (A) (ii) or, if later, the most recent cost-of -liv-
ing computation auarter under paragraph (1) (B). Any such in-
creased amount which is not a multiple of $0.10 shall be increased to
the next higher multiple of $0.10.]

(ii) if the Secretary detenmines that the base quarter in any year
i8 a cost-of-living com.putation quarter, he 8/iall, effective with the
month of June of that year as provided in 8ubparagn2ph (B),
increase—

(1) the bent/it amount to which individuals are entitled for
that month under section 227 or 228,



209

(II) the primary in8urance anwunt of each other individual
on v,hich benefit entitlement is based under thi8 title (incudin
a primary in8urance amownt determined under subsection (a) (1
(C)(i)), and

(III) the anwunt of total monthly benefits baBed on any pri-
mary insurance anwuint vhich is perimitted under section P203
(and such total shall be increaBed, unless otherwi8e so increaBed
under another provi8ion of this title, at the same time as such
primary insurance amount) or, i'm the case of a primary in8urance
aimount conputed vjncl,er subsection (a) a in effect (without regard
to the table co'mtained therein) prior to January 1979, the anwunt-
to which the beneficiaries n-tay be entitled under section F203 a
in effect in Decen-tber 1978, except a provided by section P203(a)
(6) and (7) a in effect afterDecenber1978.

The increaBe shall be derived by nultiplying each of the anounts de-
scrthed in subdivi8ion8 (I), (II), and (III) (including each of tho8e
anounts a previously increaBed under thi8 subparagraph) by the same
percentage (rounded to the nearest one-tenth of 1 percent) a the per-
centage by which the Conuner Price Index for t1at cost-of-living
con-tputation quarter exceed8 such index for the nost recent prio'r caZen-
dar quarter which wa a baBe quarter under paragraph (1) (A) (ii) or,
if Zater, the nost recent co8t-o f-living conputation quarter urnder
paragraph (1) (B); and an'y amount so i'IwreaBed that is not a muZti-
ple of $0.10 shall be increaBed to the next higher multiple of $0.10. Any
increase under this subsection in a primary iura'1we anvount deter-
mined under subparagraph (C) (i) (II) of subsection (a) (1) 8ha21 be
appZied after the initial determination of oiwh primary insurance
anount under t1at sub paraqraph (with the anw'unt of such increase, in
the case of an individual with becomes eligible for old-age or disability
in8urance benefits or dies in a caZendar year after 1979, being deter-
nined front the range of possible primary insurance anwunts published
by the Secretary under the kz.st sentence of subparagraph (D)).

(iii) In the case of an individual who becomes eligibZe for an old-age
or disability inrance benefit, or who dies prior to becoimi'mq 80 di-
gible, in a year in which there occurs an increase provided under clau8e
(ii), the individuaZ's primary in8urance amount (without regard to
t/e time of entitlement to that benefit) shall be i?wrea8ed (unZess other-

so increaBed under another provi8ion of thi8 titZe) by the anwunt
of that increaBe, bvt only with respect to benefits payable for flVYTtth8
after May of that year.

(B) The increase provided by subparagraph (A) with respect to a
particular cost-of-living computation quarter shall apply in the case
of monthly benefits under this title for months after May of the calen-
dar year in which occurred such cost-of-living computation quarthr,
and in the case of lump-sum death payments with respect to deaths oc-
curring after May of such calendar year.

(C) (i) Whenever the level of the Consumer Price Index as pub-
lished for ny month exceeds by 2.5 percent or more the level of such
index for the most recent base quarter (as defined in paragraph (1)
(A) (ii) or, if later, the most recent cost-of-living computation quar-
ter, the Secretary shall (within 5 days after such publication) report
the amount of such excess to the House Committee on Ways and Means

and the Senate Committee on Finance.
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(ii) Whenever the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, he shall
noify the House Committee on Ways and Means and the Senate Com-
mittee on Finance of such de;Lerminati.on within 30 days after the close
of such quarter, indicating the amount of the benefit increase to be pro-
vided, his estimate of the extent to which the cost of such increase
would be met by an increase in the contribution and benefit base under
section 230 and the estimated amount of the increase in such base, the
actuarial estimates of the effect f sueh increase, and the adtuarial as-
sumptions and methodology used in preparing such estimates.

(D) If the Secretary determines that a base quarter in a calendar
year is also a cost-of -living computation quarter, he shall publish in
the Federal Register within 45 days after the close of such quarter, a
determination that a benefit increase is resultantly required and the
percentage thereof. EHO shall also publish in the Federal Register at
that time (along with the increased benefit amounts which shall be
deemed to 'be the amounts appearing in sections 227 and 228) a revision
of the table of benefits contained in subsection (a) of this section (as
it may have been most recently revised by another law or pursuant
to this paragraph); and such revised table shall be deemed to be the
table appearing in such subsection (a). Such revision shall be deter-
mined as follows:

((i) The headings of the table shall be the same as the headings
in the table immediately prior to its revision, except that the
parenthetical phrase at the beginning of column II shall reflect
the year in which the primary insurance 'amounts set forth in
column IV of the table immediately prior to its revision were
effective.

((ii) The amounts on each line of column I and colunm III,
except as otherwise provided by clause (v) of this subparagraph,
shall be the same as the amounts aippearing in each such column
in the table immediately prior to its revision.

((iii) The amount on each line of column II shall be changed
to the amount shown on the corresponding line of column IV
of the table immediately prior to its revision.

((iv) The amounts on each line of column IV and column V
shall be increased from the amounts shown in the table immedi-
ately prior to its revision by increasing each such amount by the
percentage specified in subparagraph (A) (ii) of this paragraph.
The amount on each line of column V shall be increased, if neces-
sary, so that such amount is at least equal to one and one-half
times the amount shown on the corresponding line in column IV.
Any such increased amount which is not a multiple of $0.10 shall
be increased to the next higher multiple of 0.10.

((v) If the contribution and benefit base (determined under
section 230) for the calendar year in which the table of benefits is
revised is lower than such base for the following calendar year,
columns III, IV, and V of such table shall be extended. The
amounts on each additional line of column III shall be the arnounts
on the preceding line increased by $5 until in the last such line of
column III the second figure is equal to [one-twelfth of the new
contribution and benefit base] , or exceed8 by 1e88 than $5, one-
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twelfth of the new contribution and benefit ba8e for the calendar
year following the calendar year in which such table of benefits
is revised. The amount on each additional hue of column IV shall
be the amount on the preceding line increased by $1.00, until
the amount on the last line of such column is equal to the last
line of such column as determined under clause (iv) (plus 20
percent of one-twelfth of the excess of the new contribution and
benefit base for the calendar year following the calendar year
in which such table of benefits is revised (as determined under
section 230) over such base for the calendar year in which the
table of benefits is revised] pluB 20 percent of the excess of the
8econd figure in the iaBt line of colunwn ill (18 exteflded under the
preceding 8entence over such 8econd fig'ure for t/ ]endar ?jear
in which the table of benefits a revised. The amount in each
additional line of column V shall be equal to 1.75 times
the amount on the same line of column IV. Any such in-
creased amount which is not a multiple of $0.10 shall be increased
to the next higher multiple of $0.10.] He shall al8o pub lih in the
Federal Register at that time (i) a revi8ion of the range of the
prima'ry in8ura'lwe amount8 which are po8$ible after the applica-
tio of thi8 8ubsection ba8ed on the dollar amount 8pecifled in
subparagraph (C) (i) (ii) of subsection (a) (1) (with s'ul3h re-
v8ed primary in8uranee almount8 con8tituting the increa8ed
amounts determined for purpoe of 8uch 8ubparagraph (C) (i)
(ii) under this sub8ection) , or 8pecifled in 8ection 218(a) (3) a
in effect prior to 1979, and (ii) a revi8ion of the range of inaccimum
family benefits which correspond to such primary in8ura'nee
anwunts (with sul3h maximum benefit8 being effective notwith-
standing section 203 (a) except for paragraph (3) (B) thereof (or
paragraph (2) thereof a in effect prior to 1979)).

(3) As used in thi8 subsection, the term "general benefit increa8e
under this title" mean.g an increase (other than an i?wrea8e under this
subsection) in all primary in8urance amount8 on which monthy in-
surance benefit8 under thi, title are ba8ed.

(4) Thi. 8ub8ectwn a in effect in Decembe'r 1978 8liaU continue to
apply to 8ubsection8 (a) and (d), as then in effect. for purpoe of
computing the primary in8urance amount of an individual to whom
sub8ection (a), a in effect after December 1978, does not apply (in-
o'uding an individua' to whom sub8ection (a) doe8 not applt in any
year by reason of paragraph (4) (B) of that sub8ection (but the appli-
cation of this 8ub8ection in 8uch cae 8hall be modified by the applica-
tion of clause (1) in the la8t 8ente'lwe of paragraph (4) of that subsec-
tio%)). For purposes of computing primary insuranee amiiunts and
maccinvum family benefits (other than primary insurac'we amounts and
maximum family benefit8 for individual8 to whom such paragraph (4)
(B) applies), the Secretary shall publish in the Federal Regi&ter e-

VZ8W718 of the table of benefits contained in sub8ection (a), as in effect
n December 1978, as required by paragraph (2) (D) of this 8ltb8ection
a8 then in effect.

OTHER DEFINITIONS

SEc. 216. For the purposes of this title—
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Spou$e; Surviving Spou8e

(a) (1) The terni. "spoue" mean.s a i.ife a defined in subsection
(b) or a hu$band as defined in subsectwn (f).(2) The term "surviving spouse" meani a widow a defined in
subsection (c) or a widower a defined in subsection (g).

* * * * * * *

(Divorced Wives; Divorce] Divorced Spou8es; Divorce

(d) (1) The terni "divorced wife" means a woman divorced from
an individual, but only if she had been married to such individual for
a period of (O] 5 years irnmediate]v before the date the divorce be-
came effective.

(2) Th term "surviving divorced wife" means a woman divorced
from an individual who has. died, bt on]y if she had beei married
to the individual for a period of (20] 5 years immediately before the
date the divorce became effective.

(3) The term "surviving divorced mother" means a woman di-
vorced from an individual who has died, but on]y 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, (C) 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 te?'n, "divorced hu$band" rneani a man divorced from an
individual, but only if he has been married to such individual for a
period of 5 years immediately before the date the divorce became
effective.

(5) The term "surviving divorced hu$band" means a man divorced
from an individual wiw has died, but onl,, if he has beem married to
the individual for a period of 5 years immediately before the divoi'ce
became effective.

(6) The term "surviving divorced father" meani a man divorced
from an individual who has died, but only if (A) he is the father of
her son or dauqhter, (B) he legally adopted her son or daughter while
he wa married to her and while such son or daughter wa under the age
of 18, (C) she legally adopted his son or daughter while he wa mar-
ried to her and while such son or daughter wa under the age of 18,
or (D) he wa married to her at the time both of them legally adopted
a child under the age of 18.

(7) The tern "$urviving divorced parent" means a surviving
divorced mother as defined in paragraph (3) of thLs subsection or a
.surviving divorced father as defined in paragraph (6).

(4]. (8) The terms "divorce" and "divorced" refer to a divorce a
vinculo matrimonij.

* * * * *
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Husband

(f) The term "husband" means the husband of an individuaL but
on'y 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 app'ication is filed, or (3) in the month prior to the
month of his marriage to her (A). he was entitled to, or on application
therefor and attainment of age 62 in such prior month wouki have been
ontitled to, benefits under subsection (c), (f), or (h) of section 202,

(B) he had attained age eighteen and was entitled to, or on application
therefor wouki have been entitled to, benefits under subsection (d) of
such sec1ion (subject., however, to section 202(s)), or (C) he was en-
titled to, or upon application therefor and attainment of the required
age (if any) he would have been entit'ed to, a widower's, child's (after
attainment of age 18), or parents' insurance annuity under section 2 of
the Railroad Retirement Act of 1974, as amended.

Widower

(g) The term "widower" (except when used in section 202(i))
means the surviving husband of an individual, but on'y if (1) he is the
father of her son or daughter, (2) he 'egally adopted her son or daugh-
ter while he was married to her and while such son or daughter was
under the age of eighteen, (3) she 'egally 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) he was married
to her for a period of not tess than nine months immediate'y prior
to the day on which she died, or (6) in the month before the month of

his marriage to her (A) he was entiMed to, or on application thert-
for and attainment of age 62 in such prior month would have been
entitled to, benefits under subsection (c), (f), or (h) of section 209,
(B) he had attained age eighteen and was entitled to, or on application
herefor wou'd have been entitled to, benefits under subsection (d)
of such section (subject, however, to section 202(s)), or (C) he was
entiMed to, or on application therefor and attainment of the required
age (if aiiy) he voud' have been entit'ed to a widower's, child's
(after attainment of age 18), or parent's insurance annuity under sec-
tion 2 of the Railroad Retirement Act of 1974, as amended.

Determination of Family Status

(h) (1) (A) An app'icant is the wife, husband, widow, or widower
of a fufly or currently insured individua' for purposes of this title if
the courts of the State in which such insured individual is domiciled

at the time such applicant files an application, or, if such insured indi-
vidual is dead, the courts of the State in which he was domiciled at the
time of death, or, if such insured individua' is or was not so domiciled
in any State, the courts of the District of Columbia, wou]d find that
such applicant and such insured individual were valid'y married at
the time such applicant tiles such application or, if such insured mdi-
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vidual 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 indi-
vidual if such applicant would, under the laws applied by such courts
in determining the devolution of interstate personal property, have the
same status with respect to the taking of such property as a wife, lius-
band, widow, or widower of such insured individual.

(B) In any case where under subparagraph (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
widower 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 a purported mar-
riage between them which, but for a legal impediment not known to
the applicant at the time of such ceremony, would have been a valid
marriage, and such applicant and the insured individual were living
in the same household at the time of the death of such insured indi-
vidual or (if such insured individual is living) at the time such appli-
cant files the application, then, for purposes of subparagraph (A) and
subsections (b), (c), (f), and (g) such purported marriage shall be
deemed to be a valid marriage. The provisions of the preceding sen-
tence 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 atten-
tion, that such applicant entered into such purported marriage with
such insured individual with knowledge that it would not be a valid
marriage. The entitlement to a monthly benefit under subsection (b),
(c), (e), (f), or (g) of section 202, based on the wages and self-em-
ployment income of such insured individual, of a person who would
not be deemed to be a wife, widow, husband, or widower of such in-
sured individual but for this suhpararaph, shall end with the month
before the month (i) in which the Secretary certifies, pursuant to
section 205(i), that another person is entitled to a benefit under sub-
section (b), (c), (e), (f), or (g) of Fection 202 on the basis of the
wages and self-employment income of such insured iiidividual, if such
other person is (or is deemed to be) the wife, widow, husband, or
widower of such insured individual iiiider subparagraph (A), or (ii)
if the applicant is entitled to a monthly benefit under subsection (b)
or (c) of section 202, in which such applicant entered into a mar-
nage, valid without reard to this subparagraph, with a person other
than such insured individual. For purposes of this subnaragraph, a
legal impediment to the validity of a purported marriage includes
only an impediment (i) resulting from t.he lack of dissolution of a pre-
vious marriage or otherwise arising out of such previous marriage or
its dissolution, or (ii) resulting from a defect in the procedure fol-
lowed in connection with such purported marriage.
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(2) (A) In determining whether an applicant is the child or parent
of a fully or currently insured individual for purposes of this title,
the Secretary shall apply such law as would be apphed in determining
the devolution of intestate personal property by the courts of the
State in which such insured individual is domiciled at the time such
applicant 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, if such insured individual is or was not so domiciled m any
State, by the courts of the District of Columbia. Applicants who ac-
cording 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
nsnred individual but is not (and is not deemed to be) the child f
such insured individual under subparagraph (A), such applicant shall
neverthe'ess 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 marriage.

(3) An anplicant who is the son or daughter of a fully or currently
insured individualS 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 insured individual 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 insurance benefits)—

(i) such insured individual—
(I) has acknowledged in writing that the applicant is

his son or daughter,
(II) has been decreed by a court to be the mother or

father of the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his son
or (daughter,

and such acknowledgement, court decree, or court order was
made not les than one year before such insured individual
became entitled to old-age insurance benefits or attained age
65, whichever is earlier; or] daughter; or

(ii' such insured individual is shown by evidence satisfac-
tory to the Secretary to be the mot1u-r or father of the appli-
cant and was living with or contributing to the support of
the applicant at the time rsuch insured individual became
entitled to benefits or attained age 65, whichever first oc-
curred ] such applwant'8 application for benefit8 wa8 filed,

(B) in the ease of an insured individual entitled to disability
insurance benefits, or who was entitled to such benefits in the
month preceding the first month for which he was entitled to old-
age insurance benefits—

(i) such insured individual—
(I) has acknowledged in writing that the applicant is

his sonor daughter,
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(II) has been decreed by a court to be the mother or
father of the applicant, or

(III) has been ordered by a court to contribute to the
support of the applicant because the applicant is his son
or (daughter,

and such acknowledgement, court decree, or court order was
made before such insured individual's most recent period of
disability began; or] daughter; or

(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the mother or father of the
applicant and was living with or contributing to the support
of that applicant at the time such (period of disability be-
gan] applicant's application for benefits was filed;

(C) in the case of a deceased individual—
(i) such insured individual—

(I) had acknowledged in writing that the applicant is
his son or daughter,

(II) had been decreed by a court to be the mother or
father of the applicant, or

(III) had been ordered by a court to contribute to the
support of the applicant because the applicant was hisson 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 mother or father of
the applicant, and such insured individual was living with or
contribuiting to the support of the applicant at the time such
insured individual died.

* * * * *

BENEFITS IN CASE OF vETERANS

SEC. 217. (a) * * *
* * * * * *

(b) (1) Any World War II veteran who died during the period ofthree years immediately following his separation from the activemilitary or naval service of the United States shall be deemed to havedied a fully insured individual whose primary insurance amount isthe amount determined under section 215(c) as in effect in December
1978. Notwithstanding section 215(d) as n effect in December 1978,
the primary insurance benefit (for purposes of section 215(c) a ineffect in Decemher 1978) of such veteran shall be determined as pro-
vided in this title as in effect prior to the enactment of this section,
except that the 1 per centum 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-sum death payment if—

(A) a larger such benefit or payment, as the case may be,
would be payable without its application:
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(B) any pension or compensation is determined by the Vet-
eran's Administration to be payable by it on the basis of the
death of such veteran;

(C) the death of the veteran occurred while lie was in the
active military or naval service of the United. States; or

(D) such vtteran has been discharged or released from the
active military or naval service of the United States subsequent
to July 26, 1951.
* * * * * * *

(f) (1) In any case where a World War II veteran (as defined in
subsection (d) (2)) or a veteran (as defined jn subsection (e) (4)) has
died or shall hereafter die, and his (widow] surviving spouse or child
is entitled under subchapter III of thapter 83 of title 5, United States
Code, 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
annuity) to make such subsection inapplicable in the case of any
monthly bcnefit under section 202 which is based on his wages and self-
employment income; except that no such [widow] surviving spove
or child shall be entitled under section 202 to any monthly benefit in
the computation of which such service is included by reason of this
subsection (A) unless such twidow) surviving spouse or child after
December 1956 waives his r 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 Secretary of Health, Educa-
tion, and Welfare that (by reason of such waiver) no further annuity
will be paid to such rwidowl svrviving spouse or child under such

subchapter III on the basis of such veteran's military or civilian serv-
ice. Any such waiver haJl beirrevocable.

(2) Whenever a [widow] surviving spouse waives [her] hi8 right
to receive such annuity such waiver shall constitute a waiver on (her]
h'is own behalf; a waiver by 'a legal guardian or guardians, or, in the

absence of a legal guardian, the person (or persons) who has te 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 veteran's service shall be valid only if the (widow]
8urviving spouse and all dhildren, or, if there is no (widow) su2'viving

spouse, all the children, waIve their rights to receive annuities under
subchapter III of chapter 83' of title 5, United States Code, based on
such veteran's military or civilian service.

* * * * * * *

[vOLUNTARY AGREEMENTS FOR CoVERAGE OF STATE AND LOCAL EMPLOYEES

[Purpose of Agreement

(SEc. 218. (a) (1) The 'Secretary of Health, Education, nd WelftLre

shall, at the request of any State, enter into an agreement with such

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
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contain such provisions, not inconsistent with the provisions of this
section, as the State may request.

[(2) Notwithanding section 210(a), for the purposes of this title
the term "employment" includes any service included under an agree-
ment entered into imder this section.

[Definitions

[(b) for the purposes of this section—.
[(1) The term "State" does not include the District of Colum-

bia, Guam or American Samoa.
[(2) The term "political subdivision" includes an instrumen-

tality of (A) a State, (B) one or more political subdivisions of a
State, or (C) a State and one or more of its political subdivisions.

(3) The term "employee" includes an officer of a State or
po itical subdivision.

(4) The term "retirement system" means a pension, 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 connection
with a proprietary function; (B) employees f a political sub-
division of a State other than those engaged in performing service
in connection with a proprietary function; (C) employees of a
State engaged in performing service in connection with a single
proprietary function; or (D) employees of a political subdivision
of a State engaged in performing service in connection with a
single proprietary function. If under the preceding sentence an
employee would be included in more than one coverage group by
reason of the fact that he performs service in connection with two
or more proprietary functions or in connection with both a pro-
prietary fimction 'and a nonproprietary function, he shall be
included in only one such coverage group. The determination of
the coverage group in which such employee shall be included shall
be made in such manner as may be specified in the agreement.
Persons employed under section 709 of title 32, United States
Code, who elected under section 6 of the National Guard Techni-
cians Act of 1968 to remain covered by an emrloyee retirement
system of, or plan sponsored by, a State or the Commonwealth of
Puerto Rico, shall, for the purposes of this Act, be employees of
the State or the Commonwealth of Puerto Rico and (notwith-
standing the preceding provisions of this paragraph), shall be
deemed to be a separate coverage group. For purposes of this
section, individuals employed pursuant to an agreement, entered
into pursuant to section 205 of the Agricultural 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.
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(Services Covered

((c) (1) An agreement under this section shaH be applicabk 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 individua's as members of such
group.

E(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) All services in any class or classes of (i) eective positions,
(ii) part-time positions, or (iii) positions the compensation for
which is on a fee basis;

((B) 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 whioh they first occupy such positions), are
not eligible to become members of such system and whose services
in such positions have not already been included under such
agreement pursuant 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 pre-
viously 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) (B) is applicable (whether or not the previous
exclusion of the service of such individuals was pursuant to such para-
graph), but only if such individua's are, on the effective date specified
in such modification, ineligible to be members of any retirement sys-
tem or if the modification with respect to such individuals is pursuant
to 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
by any 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

re ieve him from unemployment.
((B) service performed in a hospital, home, or other institution

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 per-

formed by a student) which is excluded from employment by any
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provision of section 210 (a) other than paragraph (7) of such sec-
tion, and

[(E) service performed by an individual as an employee serv-
ing on a temporary basis in case of fire, storm, snow, earthquake,
flood, or other similar emergency.

[(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) (B) is applicable unless suc.h
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 group shall con-
tinue to be covered by such agreement in case he thereafter becomes
eligible to be a member of a retiremeit system, or that such service
shall cease to be so covered when he becomes eligible to be a member
of such a system ('but only if the agreement is not already applicable
to such system pursuant to subsection (d) (3)), whichever may be
desired by the State.

[(8) Notwithstanding any other provision of this section, the agree-
ment with any State entered into under this section may at the option
of the State be modified on or after January 1, 1968. to exclude service
performed by election officials or election workers if the remuneration
paid in a calendar [quarter] year for such service is less than [$50.]
$100. Any modification of an agreement pursuant to this paragraph
shall be effective with respect to services performed after an effective
date, specified in such modification, which shall not be earlier than the
last day of the calendar quarter in which the modification is mailed or
delivered by other means to the Secretary.

[Positions Covered by Retirement Systems

[(d) (1) No agreement with any State may be made applicable
(either in the original agreement or by any modification thereof) to
any service performed by employees as members of any coverage
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 sub-
section (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 paragraph,
no longer covered by a retirement system on the date referred to in
clause (A), and except in the case of positions excluded by para-
graph (5) (A). The precedi 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) (A))
covered by a retirement system on the date. an agreement is made appli-
cable to such coverage group, if on such date (or, if later, the date on
which such individua' first occupies such position), such individual is
ineligible to be a member of such system.

[(2) It is hereby declared to be the policy of the Congress in enact-
iii the succeeding paragraphs of this subsection that the prot.ection
afforded employees in positions covered by a retirement system on
the date an agreement under this section is made applicable to serv-
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ice performed in such positions, or receiving periodic benefits under
such retirement system at such time, will not be impaired as a result
of making the agreement so applicable or as a result of legislative
enactment 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
paragraph (5) ), if the governor of the State, or an official of the State
designated by him for the purpose, certifies to the Secretary of Health,
Education, and Welfare that the following conditions have been met:

((A) A referendum by secret written ballot was held on the
question of whether service in positions covered by such retire-
ment system should be excluded from or included under an agree-
me.nt under this section;

((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 re'ferendum 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
including service in such positions under an agreement under this
section.

(An employee shall be deemed an "eligiMe emp'oyee" 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 required
by c'ause (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 such
retirement system.

((4) For the purposes of subsection (c) of this section, the follow-
ing employees shall be deemed to be a separate coverage group—

r (A) all emp'oyees in positions which were covered by the same
retirement system on the date the agreement was made applicable
to such system (other than emp'oyees to whose services the agree-
ment a'ready applied on such date);

((B) all employees in positions which became covered by such
system at any time after such date; and

((C) all emp'oyees in positions which were covered by such
system at any time before such date and to whose services the
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insurance system established by this title has not been extended
before such date because the positions were covered by such retire-
ment 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) (B)).

[(5) Nothing in paragraph (3) of this subsection shall author-
ize the extension of the insurance system established by this title to
service in any policeman's or fireman's position.1

[(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-
ment pursuant to paragraph (3) or (5) of subsection (3), and to
which the agreement does not already apply, may be excluded from
the agreement at the time it is made applicable to such retirement sys-
tem; except that, notwithstanding the provisions of paragraph (3)
(B) of such subsection, such exclusion may not include any services
to which such paragraph (3) (B) is applicable. In the case of any such
exclusion, each such class so excluded shall, for purposes of this sub-
section, constitute aseparate retirement system in case of any modifi-
cation of the agreement thereafter agreed to.

[(6) (A) If a retirement system covers positions of employees of
the State and positions of employees of one or more political subdivi-
sions of the State, or covers positions of employees of two or more
political subdivisions of the State, then, for purposes of the preceding
paragraphs 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 retire-
ment system covers positions 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 system covering positions of employees of a State and
positions of employees of one or more political subdivisions of a State,
or covering positions of employees of two or more political subdivi-
sions of the State, is not divided into separate retirement systems pur-
suant to the preceding sentence or pursuant to subparagraph (C),
then the State may, for purposes of subsection (f) only, deem the
system to be a separate retirement system with respect to any one or
more of the political subdivisions concerned and, where the retirement
system covers positions of employees of the State, a separate retire-
ment 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 subaiagraph, 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, fpr
purposes of the preceding paragraphs there shall, if the State so
desires, be deemed to be a separate retirement system for the employees
of such hospital.
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((C) For the purposes of this subsection, any retirement system
established by the State of Alaska, California, Connecticut, Flori4a,
Georgia, Illinois, Massachusetts, Minnesota, Nevada, New Jer8ey, New
Mexico, New York, North Dakota, Pennsylvania, Rhode Island, Tenn-
essee, Texas, Vermont, Washington, Wisconsin, or Hawaii, or any
political subdivision of any such State, which, on, before, or after the
date of enactment of this subparagraph, is divided into two divisions
or parts, one of which is composed of positions of members of such
system who desire coverage under an agreement under this section and
the other of which is composed of positions of members of such systems
who do not desire such coverage, shall, if the State so desires and if it
is provided that there shall be included in such division or part com•
posed of members desiring 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 suëh
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 ofaction taken by a political subdivision after coverage under
an agreement under this section has been extended to the division or
part thereof composed of positions of individuals who desire such
coverage, the positions of such individuals who become members of
such retirement system by reason of the action so taken shall b
included in the division or part of such system composed f Ositioiis
of members who do not desire such coverage if (i) such individuals,
on the day before becoming 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 uñdr this section,
and (ii) all of the position 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 his paragraph.

((D) (i) the position of any individual which is covered by any re-
tirement system to which subparagraph (C) is applicable shall, if such
individual is ineligible to become a member of such system on Au-
gust 1, 1956, or, if 'ater, 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 division or part who do not desire
coverage under the insurance system established under this title.

((ii) Notwithstanding clause (i), the State may, pursuant to sub-
section (c) (4) (B) and subject to the conditions of continuation or
termination of coverage provided for in subsection (c) (7), modify its
agreement under this section to include services performed by all
indivdua1s described in clause (i) other than those individuals to
whose services the agreement already applies. Such individuals shall
be deemed (on and after the effective date of the modification) to be
in positions covered by the separate retirement system consisting of
the positions of members of the division or part who desire coverage
under the insurance system established under this title.
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[(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
regarded as a member of such system; except that, in the case of
any retirement system a division or part of which is covered under
the agreement (either in the original agreement or by a modificationthereof), which coverage is agreed to prior to 1960, the preceding
provisions of this subparagraph shall apply only if the State so re-
quests arid any such individual referred to in such preceding provi-
sions shall, if the State so requests, be treated, after division of the
retirement system pursuant to such subparagraph (C), the same as
individuals in positions referred to in subparagraph (F).

[(F) In the case f 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 may be
transferred to the separate retirement system composed of positions
of members who desire such coverage if it is so provided in a modi-
fication of such agreement which is mailed, or delivered by other
means, to the Secretary 'prior to 1970, or, if later, the expiration of
two years after the date on which such agreement, or the modification
thereof making the agreement applictble to such separate retirement
system, as the case may be, is agreed to, but only if, prior to such
modifioation or such later modification, as the case may be, the in-
dividual occupying such position files with the State a written request
for such transfer. Notwitihstanding subsection ('f) (1), any sueh modi-
fication or later modification, providing for the transfer of additional
positions within a retirement system previously divided pursuant to
subparagraph (0) 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
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 pothtions of such employees;
[(ii) the positions of all employees of such State covered by

such retirement system who are employed in the department of
such State in which the employees rekrred to in clause (i) are em-
ployed or

[(iii) employees of such State covered by such retirement sys-
tem who are employed in such department of such State in posi-
tions 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 Uh case of a division or part
(created under subparagraph (C) of paragraph (6) or the corre-



225

sponding provision of prior law) consisting of the positions of mem-
bers of a retirement system who desire ooverage under the agreement
under this section, if the governor (or the official so designated) certi-
fies to the Secretary of I-Iealth, 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 individuals who were members of such system on the date the
notice was issued;

((C) the vote was conducted under the supervision of the gover-
nor 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 the
retirement system.

((8) (A) Notwithstanding paragraph (1), if under the provisions of
this subsection an agreement is, after December 31, 1958, made appli-
cable to service performed in positions covered by a retirement system,
service performed by an individual in a position covered by such a
system may not be excluded from the agreement because such position
is also covered under another retirement system.

((B) Subparagraph (A) shall not apply to service .perf ormed 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 iot 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
agreement is modified to so provide.

((D) Except in the case of agreements with the States named in sub-
section (p) and agreements with interstate instrumentalities, nothing
rn 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 the 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
sum 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-
fined in 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,
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and Welfare may prescribe to carry mit the purposes of this
section.

((2) Where—
(A) an individual in any calendar year performs services to

which an agreerneiit under this section is app]icable (i) as the
employee of two or more political subdivisions of a State or
(ii) as the employee of a State and one or more political sub-
divisions 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 employ-
ment by such subdivision or subdivisions;

then, notwithstnding paragraph (1), the agreement under this sec-
tion with such State may provide (either in the original agreement
or by a modification thereof) that the amounts referred to in para-
graph (1) (A) may be computed as though the wages paid to such
individual for the services referred to in clause (A) of this paragraph
were paid by one pohtical 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 prescribe to carry out the purposes of this paragraph. The pre-
ceding sentence 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) the
first day of the year in which the agreement or modification is mailed
or delivered by other means to the Secretary, in the case of an agree-
ment or modification which is so mailed or delivered on or after
January 1, 1962.

(EFFECTIVE DATE OF AGREEMENT

((f) (1) Except as provided in subsection (e) (2), any areementor
modification of an agreement under this section shall be effective with
respect to services nerformed after an effective, date specifld in sr'ch
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 such agreement or modification, as the case may be, is agreed
to by the Secretary and the State.

((2) In the case of service performed by members of any coverage
group—

((A) to which an agreement under this section is made appli-
cable, and

((B') with respect to which the agreement, or modification
thereof making the agreement so applicable, specifies an effective
date earlier than the date of execution of such agreement and
such modification, respectively,
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the agreement shall, if so requested by the State, be applicable to such
services (to the extent the agreement was nt already applicable)
performed before such date of execution and after such effective 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.

((3) Notwithstanding the provisions of paragraph (2) of this
subsection, in the case of services performed by individuals as mem-
bers of any coverage group to which an agreement under this section
is made applicable, and with respect to which there were timely paid
in good faith to the Secretary of the Treasury 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 had such services
constituted employment for purposes of chapter 21 of such Code at
the time they were performed, and with respect to whith refunds were
not obtained, such individuals may, if so requested by the State, be
deemed to be members of such coverage group on the date designated
pursuant to paragraph (2).

(Termination of Agreement

((g) (1) (Upon] Subject to paragraph (4), upon giving at least
two years' advance notice in writing to the Secretary of Health,
Education, and Welfare, a State may terminate, effective at the 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 five years prior to the
receipt of such notice; or

((B) with respect to any coverage group designated by the
State, but only if the agreement has been in effect with respect to
suh coverage group for not less than five years prior to the receipt
of such notice.

((2) (If] Subject to paragraph (4), if the Secretary, after reason-
able notice and opportunity for hearing to a State with whom he has
entered into an agreement pursuant to this section finds that the State
has failed or is no longer legally able to comply substantially with any
provision of such agreement or of this section, he shall notify such
State that the agreement will be terminated in its entirety, or with re-
spect to any one or more coverage groups designated by him, at such
time, not later than two years from the date of such notiee, 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 termi-
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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((4) No agreement under thi8 section may be ternvinated under
paragraph (1) or paragraph (2) (either in its entirety or with respect
to any coverage group) 'u'nless the applicable notice referred to in 8uch
paragraph is given on or before Septerrtber 13,1977.

(Deposits in Trust Funds; 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 and the Federal Hospital Insurance Trust Fund
in the ratio in which amounts are appropriated to such Funds pur-
suant to subsection (a) (3) of section 201, subsection (b) (1) of such
section, and subsection (a) (1) of section 1817, respectively.

((2) If more or less than the correct amount due under an agree-
ment made pursuant to this section is paid with respect to any pay-
ment 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
Managing 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 certification. The Managing Trustee shall not be held per-
sonally liable for any payment or payments made in accordance
with a certification by the Secretary of Health. Education, nd
Welfare.

(Regulations

(i) Regulations of the Sc'retary of Health, Education, and Wel-
f are 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 pur-
suant to this title and chapter 21 and subtitle F of the Internal Rev-
enue Code of 1954.1

(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 of
6 per centum per annum from the date due until paid, and the Secre-
tary of Health, Education, and Welfare may, in his discretion, deduct
such amounts plus interest from any amounts crtified 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 appro-
priated to the Trust Funds in the mtio in which amounts are deposited
in suth Funds pursuant to subsection (h) (1).
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(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 agreement with such inrumentality for the purpose of extending
the insu'rance system established by this title to services performed by
individuals as employees of such instrumentality. Such agreement, to
the extent practicable, shall be governed by the provisions of this sec-
tion 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 are in positions covered

by a retirinent, 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
enaotment of this paragraph) divided into t.wo divisions or parts,
one of which is composed of positions of members of such system
who are. employees of such instrumentality and who desire Cover-
age under an agreemert under this section and the other of which
is composed of positions of members of such system who are em-
ployees of such instrumentality and who do not desire such cover-
age, 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 be-
come 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 suth
division or part.. An individual who is in a position covered by a
retirement system divided pursuant to the preceding sentence and
who is not a member of such system but is eligible to become a member
thereof shall, for purposes of t.his subsection, be regarded as a member
of such system. Coverage under the agreement of any such individual
shall bo provided under the same condit,ions, to the extent prac-
ticable, n,s are applieib1e in th ease of the States to which the pro-
visions of subsection (d) (6) (C) apply. Th position of any employee
system to which the first sentence of t;his paragraph is applicable
shall, if such individual is ineligible to become a member of such
system on the date of enactment of this paragraph 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 division 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
or compliance, to the extent practicable, with the same conditions as
are applicable to coverage under an agreement under this section of
services in positions covered by a separate retirement system created
pursuant to subparagraph (C) of subsection (d) (6) or the corre-
sponding provision of prior law (and consisting of the positions of
members who desire coverage under such agreement).

((3) Any agreement with any instrumentality of two or more States
entered into pursuant to this At may, ntwith standing the provisions
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of subsection (d) (5) (A) nd the references thereto in subseotions
(d) (1) and (d) (3), apply to service performed by enìployees of sudh
instrumenaliy in any policeman's or fireman's position covered by
a retirement system, but only upon compliance, Qo the xte.nt prac-
ticable, wiit,h the requirements of subsetion (d) (3). For the purpose
of the preceding sentence, a retirement sytern w.hic.h covers posi4ions
of policemen or firemen or both, and other positions shall, 'if the in-
rumenta1ity concerned so desires, 'be deemed to be a separate retire-
ment system with respeot to the positions of such policemen or firemen,
or both, as the case imay be.

[Delegation of Functions

[(1) The Secretary of Health, Education, and Welfare is author-
ized pursun.t to 'agreement with he head of any Federal agency, t.o
dlegwte any of his fuiicit,ions under this seotion to any officer or em-
ployee of such agency and otherwise to utilize the services nd fcili-
ties of such agency in carrying out suth functiions, and payment. there-
for shall b in advance or by way of reimbursement, as may be
provided in such agreement.

[Wisconsin Retirement Fund

[(m) (1) Notwithstanding paragraiph (1) of subseotion (d), the
agreement with the State of Wisconsin may, subject to the provisions
of this subsection, be mocliified so as to apply to service .performed by
employees in positions oovered by the Wisconsin retirement fund or
any 8Ucce8sor 8y8tem.

[(2) All employees in ;posiiions covered by the Wisconsin retirement
fund at any tñme on or a.fter January 1, 1951, shall, ftr the purpo6es
of subsection (c) only, be deemed to bc a separalte coverage group; ex-
cept lih'at there shall be excluded from suc'h separath ooverage group
all employees in positions to which the agremcnt applies without re-
gard to this subsection.

[(3) The modification pursuant to this subsection shall exclude (in
the ease 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) Notwitihstanding subsection (d), an agreement with any State
entered into under this section prior to the date of the enactment of
this subesction 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-
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ment), in positions (1) to vhich 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 enact-
ment 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 agree-
ment with the State of tTtah entered into pursuant to this section may
be modified pursuant to subsection (c) (4) so as to apply to services
performed for any of the following, the employees performing serv-
ices for eath of which shall constitute a separate coverage group:
Weber Junior College, Carbon Junior College, Dixie 3unior 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, State Industrial School,
State Training School, State Board of Education, and Utah School
Employees Retirement Board. Any modification agreed to prior to
January 1, 1955, may be made effective with respect to services per-
formed by employees as members of any of 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) (1) Any agreement with the State of Alabama, California,
Florida, Georgia, Hawaii, Idaho, Kansas, Maine, Maryland, Mi8-
8z88zpvz, Montana, New York, North Carolina, North Dakota. Ore-
gon, Puerto Rico, South Carolina, South Dakota, Tennessee, Texas,
Vermont, Virginia, or Washington entered into pursuant to this
section prior to the date of enactment of this subsection may, not-
withstanding the provisions of subsection (d) (5) (A) and the refer-
ences thereto in subsections (d) (1) and (d) (3'), be modified pur-
suant to subsection (c) (4') to apply to service performed by employees
of such State or any political subdivision thereof in any policeman's
or firemen's position covered by a retirement system in effect on or
after the date of the enactment of this subsection, but only upon com-
pliance 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.

((2) A State, not otherwise listed by name in paragraph (1), shall
be deemed to be a State listed in such paragraph for the purpose of
extendin coverage under this title to service in firemen's positions
covered by a retirement system, if the Governor of the State, or an
official of the State designated by him for the purpose, certifies to
the Secretary of Health, Education, and Welfare that the overall bene-
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fit protection of the employees in such positions would be improved by
reason of the extension of such coverage to such employees. Notwith-
standing the provisions of the second sentence of such paragraph (1),
such firemen's positions shall be deemed a separate retirement system
and no other positions shall be included in such system.

(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 t.he Treasury.

((2) Notwithstanding paragraph (1), a State shall not be liable for
an amount due under an agreement pursuant to this section, with
respect to the wages paid to individuals, after the expiration of the
]atest of the following periods—

((A) three years, three months, and fifteen days after the year
in which such wages were paid, or

((B) three years after the date on which such amount become
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 an amount due is made when the Secretary mails or otherwise
delivers to the State a notice stating the amount be has determined to
be due under an agreement pursuant to this section and the basis for
such determination.

((4) An assessment of an amount due made by the Secretary after
the expiration of the period specified in paragraph (2) shall never-
theless be deemed to have been made within such period if—

((A) before the expiration of such period (or, if it has pre-
viously been extended under this paragraph, of such period as so
extended), the State and the Secretary agree in writing to an
extension of such period (or extended period) and, subject to such
conditions as may be agreed upon, the Secretary makes the assess-
ment prior to the expiration of such extension; or

((B) within the 365 days immediately preceding the expiration
of such period (or extended period) the State pays to the Secre-
tary of the Treasury less than the correct amount due under an
agreement pursuant to this section with respect to wages paid to
individuals in (any calendar quarters] a calendar year 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 ]ater than the 365th day after the
day the State made payment to the Secretary of 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 rsuch calendar quarters] sue/i calendar year as
members of such coverage group; or
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((C) pursuant to subparagraph (A) oi (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 indi-
vidual 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 in-
dividual in such calendar year for services perfornied as a member of
a coverage group, for which amount the State is not liable by reason of
paragraph (2) then notwithstanding paragraph (2) the State shall be
liable for such amount due if the Secretary makes an assessment of such
amount due at the time of or prior to notifkation to the State of the
allowance of suth claim. For purposes of this paragraph and para-
graph (6), interest as provided for in subsection (j) shall not be in-
cluded 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 are 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 reasons
of paragraph (2), only if the State—

((A) pays to the Secretary of the Treasury the amount due
under such agreenient with respect to such wages, and

((B) agrees in writing with the Secretary of Health, Education,
aid Welfare to an extension of the period specified in paragraph
(2) with respect to wages paid to all individuals performing
services as employees in such coverage group in the (calendar
quarters designated by the State in such wage reports as the]
period or jeriods designated by the State in such wage reports as
the period or 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 pur-
suant to this section and there has been a fraudulent attempt on the
part of an officer or emp'oyee of the State or any political subdivision
thereof to defeat or evade paynient of such amount due, the State shall
be liable for such amount ue wit.hout regard to the provisions of
paragraph (2), and the Secretary may make an assessment of such
amount due at any time.

(Time Limitations 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
alieged to have been. paid to an individual as a membcr of a coverage
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group in a calendar [quarter] year shall be allowed after the expi-
ration of the latest of the following periods—

[(A) three years, three months, and fifteen days after the year
[in which occirred the calendar quarter] in which such wages
werepaid or alleged to have been paid, or

[(B) three years after the date the payment which included
such overpayment became due tinder 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]
year, or

[(C) two years after such overpayment was made to the Sec-
retary of the Treasiry, or

[(D) 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 a claim for such credit
or refund is filed with the Secretary of Health, Education, and Wel-
fare by the State.

[(2) A claim for a credit or refund filed by a State after the ex-
piration 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 previ-
olsly been extended under this subparagraph, of such period as
so extended) t.he State and the Secretary agreed in writing to an
extension of such period (or extended period) and the claim is
filed with the Secretary by the State prior the to expiration of
such extension; but any claim for a credit or refund valid be-
cause of this subparagraph shall be allowed only to the extent
authorized by the conditions provided for in the agreement for
such extension, or

[(B) the Secretary deletes from his records an entry with re-
spect to wages of an individual pursuant to the provisions of sub-
paragraph (A), (B), or (E) of section 205(c) (5), bt only with
respect to the entry so deleted.

[Review by Secretary

[(s) Where the Secretary has made an assessment of an amount 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
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 re-
versing 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
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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 re-
determination of thc 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 in-
strumentality. 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
judgment with respect to a credit or refund of an overpayment made
under an 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 judg-
ments shall be adjusted in accordance with the provisions of this sec-
tion and with regulations promulgated by the Secretary.

(Positions Compensated Solely on a Fee Basis

((u) (1) Notwithstanding any other provision, in this section, an
agreement entered into under this section may be made applicable to
service performed after 1967 in any class or classes of positions com-
pensated solely on a fee basis to which such agreement did not apply
prior to 1968 only if the State specifically requests that its agreement
be made applicable to such service in such class or olasses of positions.

((2) Notwithstanding any other provision in this section, an agree-
ment entered into under this section may be modified, at the option of
the State, at any time after 1967, so as to exclude services performed
in any class or classes of positions compensation for which is solely
oi a fee basis.

((3) Any modification made under this subsection shall be effective
with respect to services performed after the last day of the calendar
year in which the modification is agreed to by the Secretary and the
State.

((4) If any class or classes of positions have been excluded from
coverage under the State. agreement by a modification agreed to under
this subsection, the Secretary and the State may not thereafter modify
such agreement so as to again make the agreement applicable with
respect to such class or classes of positions.]

* * * * * * *
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REHABILITATION SERVICES

Referral for Rehabilitation Services

SEC. 222. (a) It is hereby declared to be the policy of the Congress
that disabled individuals applying for a determination of disability,
and disabled individuals who are entitled to child's insurance benefits,
widow's insurance benefits, or widower's insurance benefits, shall be
promptly referred to the State agency or agencies administering or
supervising the administration of the State plan approved under the
Vocational Rehabilitation Act for necessary vocational rehabilitation
services, to the end that the maximum number of such individuals may
be rehabilitated into productive activity.

Deductions on Account of Refusal To Accept Rehabilitation Services

(b) (1) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual's 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, a widow, widower (or surviving divorced wife] , surviving
divorced wife, or surviving divorced husband who has not attained
age 60, or an individual entitled to disability insurance benefits, refuses
without good 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 impair-
ment, upon prayer or spiritual means through the application and use
of the tenets or teachings of such church or sect, and who, solely be-
cause 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 Rehabilitation 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 diilds insurance benefit to
which a child who has attained the age of eighteen is entitled or from
any inothe.i's oi fat/ieis insurance benefit to which a person is entitled,
until the total of such deductions equals such child's insurance benefit
or beiiefits or such mother's 01 fcther insurance benefit or benefits un-
(lei section 202 for any month in which such child or peisoil eiititled
to inotliei's op fatkeis' insurance benefits is married to an iil(liVidual
who is entitled to disability insiu'ance beiiefits and in which such mdi—
vi(lual refu.ses to accept rehabilitation services and a deduction, on
account. of such refusal, i imposed uiider paingiapli (1) . If both this
paiagiapli aiii paragiapli (3) ale a1)plicable to a child's insurance
benefit for any iioitli, only an amount equal to such beiiefit shall be
de(lucted.

(3) J)eductioiis shall be made fioiii any wife's, husband's, or child's
insurance benefit. basei on the wages ana self—employment income of
an indiviaual entitled to disability insurance benefits, to which a wife,
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divorced wife, husband, divorced hu3band, or child is entitled, until
the total of stich deductions equal 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 in-
come such benefit was payable, refuses to accept rehabilitation services
and deduct.ions, on account of such refusal, are imposed under para-
graph (1).

(4) The provisions of paragrapi (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, foi any month during which he
is a full-time student (as defined and determined under section 202
(d)).

* * * * * * *

Costs of Rehabilitation Services From Trust Funds

(d) (1) For the purpose of making vocational rehabilitation serv-
ices more readily available to disabled individuals who are

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

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

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

(D) entitled to widower's insurance benefits under section 202
(f) prior to att.aining age 60,

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

(i) 1 percent in the fiscal year ending June 30, 1972,
(ii) 1.25 percent in the fiscal year ending June 30, 1973,
(iii) 1.5 percent in the fiscal year ending June 30, 1974, and

thereafter,
of the total of the benefits under section 202(d) for children who
have attained age 18 and are under a disability, the benefits under
section 202 (e') for widows and surviving divorced wives who have
not attained age 60 and are under a disability, the benefits under
section 202(f) for widowers and surviving divorced husbands
who have not attained age 60, and the benefits under section 223
which were certified for payment in the preceding year. The se-
lection of individuals (including the order in which they shall be
selected) to receive such services shall be made in accordance with
critthia formulated by the Secretary which are based upon the
effect the provision of such services would have upon the Trust
Funds.
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(2) In the case of each State which is willing to do so, such voca-
tional rehabilitation services shall be furnished under a State plan
for vocational rehabilitation services which—

(A) 'has been approved under section 5 of the Vocational Rha-
bilitation Act

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

(C) provides that such services will be. furnished to any indi-
vidual without regard to (i) his citizenship or place of residence,
(ii) his need for financial assistance except as provided in regula-
tios of theSecretary in the case of maintenance during rehabili-
tation, or (iii) any order of selection which would otherwise be
followed under the State plan pursuant to section 5(a) (4) of
tjie 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 contract with other public or private agen-
cies, organizations, institutionè, or individuals.

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

(5)' Money paid from the Trust Funds under this subsection to pay
the costs of providing services to individuals who are entitled to
benefits under section 223 (including services during their waiting
penods), or who are entitled to benefits under section 202(d', on the
basis of the wages and s&f-mpkymnt income, of simh individuals
shall be charged to the Federal Disability Insurance Trust Fund, and
all other money paid out from the Trust Funds under this subsection
shall be charged to the Federal Old-Age and Survivors Insurance
Trust Fund. The Secretary shall determine according to such methods
and procedures as he may deem appropriate—

(A) the total cost of the services provided under this subsection,
and

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

(6) For the purposes of this subsection the term "vocational reha-
bilitation services" shall have the meaning assigned to it in the Voca-
tional Rehabilitation Act, except that such services may be linuted in
type, scope, or amount in accordance with regulations of the Secretary
designed to achieve the purposes of this subsection.

DISABILITY INSURANCE BENEFIT PAYMENTs

Disability Insurance Benefits
SEC. 223.(a) * *

* * 8 *
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Definition of Disability

(d) (1) The term "disability" means—
(A) inability to engage in any substantial gainful activity by

reason of any medically determinable physical or mental impair-
ment which can be expected to result in death or which has lasted
or can be expected to last for a continuous period of not less than
12 months; or

(B) in the case of an individual who has attained the age of
55 and is blind (within the meaning of "blindness" as defined in
section 216(i) (1)), inability by reason of such blindness to engage
in substantial gainful activity requiring skills or abilities com-
parable to those of any gainful activity in which he has preyiously
engaged with some regularity and over a substantial period of
time.

(2) For purposes of paragraph (1) (A)—
(A) an individual (except a widow, surviring divorced wife,

or widowerl 'widower, or 8UrviVing divorced hu8band for pur-
poses of section 202 (e) or (f) shall b determined to be under.a
disability only if his physical or mental impairment or impair-
ment are of such severity that he is not only unable to do his pre-
vious work but cannot, considering his age, education. and work
experience, engage in any other kind of substantial gainful work
which exists in the national economy, regardless of whether such
work exists in the immediate area in which he lives, or whether a
specific job vacancy exists for him, or whether he would be hired
if he applied for work. For purposes of the rreceding sentence
(with respect to any individual), "work which exists in the na-
tional economy" means work which exists in significant numbers
either in the region where such individual lives or in several re-
gions of the country.

(B) A widow, surviving divorced wife, (or widower] widower,
or 8UrViviflg divorced husband shall not be determined to be under
a disability (for purposes of section 2O (e) or (f)) unless his or
her physical or mental impairment or impairments are of a level of
severity which under regulations prescribed by the Secretary is
deemed to be sufficient to preclude an individual from engaging ui
any gainful activity.

* * * * * * *

REDUCTION OF BENEFITS BASED ON DISABILITY ON ACCOUNT OF RECEIPT or
WORKMEN'S COMPENSATiON

SEC. 224. (a) If any month prior to the month in which an indi-
vidual attains the aoe of 62—

(1) such inividual is entitled to benefits under section 223,
and

(2) sueh individual is entitled for suth month, under a work-
men's compensation law or plan of the United States or a State
to periodic 'benefits for a total or ¶partial disability (whether or
not permnent), and the Secrary has, in a prior month, received
notice of such entitlement for such month,
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the total of his benefits under scetion 223 for such month and of any
benefits under section 202 for such month based on his wages and self-
employment income shall be r&luc6d (but not below zero) by the
amount by which the sum of—

(3) suGh total of benefits under section 223 and 202 for such
month, and

(4) such periodic benefits payable (and actually paid) for such
month to such individual under the workmen's compensation law
or plan,

exceeds the higher of—
(5) 80 per centum of his "average current earnings", or
(6) the total of such individual's disabiliity insurance benefits

under section 223 for such month and of any monthly insurance
benefits under s&ion 202 for such month based on his wages and
self-employment income, prior to reduction under this section.

In no case shall the reduct.ion in the total of suth benefits under sec-
tions 223 and 202 for a month (in a continuous period of months)
reduce such tottál below the sum of—

(7) the total df the benefits under seeLions223 and 202, after
reduction under this section, with respect to all persons entitled
to benefit on the basis of such individual's wages and self-employ-
ment income for such month which were determined for such in-
dividual and suoh persons for the first month for which reduction
under this sedion was made ('or which would have been so deter-
mined if all of them had been so entitled in such first month),
and

(8) a.ny increase in such benefits with respect to such individual
and such persons, before reduction under this section1 whieh is
made effeotive for months after the first month for which reduc-
tion under this section is made.

For purposes of clause (5), an individual's average current earnings
means the largest of (A) the average monthly wage (deteiir&ined
under section 9215(b) Q8 in effect prior to January 1979) used for pur-
poses of computing his benefits under section 223, (B) one-sixtieth of
the total of his wages and self-employment income. (computed without
regard to the limitations specified in sections 209(a) and 211(b) (1))
for the five consecutive calendar years after 1950 for which such wages
and self-employment income were highest, or (C) one-twelfth of the
total of his wages and self -employment income (computed without re-
gard to the limitations specified in sections 209(a) and 211(b) (1)) for
the calendar year in which he had the highest such wages and income
during the period consisting of the calendar year in which he became
disabled (as defined in section 223(d)) and the five years preceding
that year. In any case where an individual's wages and self-employ-
ment income reported to the Secretary for a calendar year reach the
limitations specified in sections 209(a) and 211(b) (1), the Secretary
under regulations shall estimate the total of such wages and self -em-
ployment income for purposes of clauses (B) and (C) of the preced-
ing sentence on the basis of such information as may be available to
him indicating the extent (if any) by which such wages and self-
employment income exceed such limitations.

* * * * * * *
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(f) (1) In the second calendar year after the year in which reduc-
tion under this section in the total of an individual's benefits under
section 223 and any benefits under Eection 202 based on his wages and
self-employment income was first required (in a continuous period
of months), and in each third year thereafter, the Secretary shall re-
determine the amount of such benefits which are still subject to reduc-
tion under this section; bt 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 effec-
tive with, the January following the year in which such redetermina-
tion was made.

((2) in making the redetermination required by paragraph (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 quarter of the
calendar year bef ore the calendar year in which such redetermination
is made, to (ii) the average of the taxable wages of such persons re-
ported to the Secretary for the first calendar quarter of the taxable
year before the calendar year in which the reduction was first corn-
puted (but not counting any reduction made in benefits for a prevrnus
period of disability). Any amount determined under the precedmg
sentence which is not a multiple of $1 shall be reduced to the next
lower multiple of $1.)]

() In making the redeterm,ination required by paragraph (1), the
individual'8 average current earning-s (a8 defined in subsection (a))
shall be deemed to be the product of—

(A) hi.s average cwrent earnings a initially determined under
subsection (a)

(B) the ratio of (i) the average of the total wages (a8 defined in
regulations of the Secretary and coimputed without regard to the
liirtitatiom3 specified in section f209(a') reported to the Secretary
of the Trea&ury or his delegate for the calendar year before the
year in which such redeter'minatio'n is made to (ii) the average
of the total wages (a8 so defined and coirtputed) reported to the
Secretary of the Trea8ury or his delegate for calendar year 1977
or, if later, the calendar year before the year in which the reduc-
twin wa f1r8tcoputed (but not countimq any reduction irtade i'rt
benefits for a previous period of disability); and

(C) in any case in whieh the reduction wa fir8t coirtputed before
1978, the ratio of (i) the averaqe of the tamable wages reported
to the Secretary for the fir8t calendar quarter of 1977 to (ii) the
average of the taxable wages reported to the Secretary for the
first calendar quarter of the calendar year before the year in
which the reduction wa first computed (but not coiinting any
reduction made in benefits for a previou8 period of di.sability).

Ant' amount determined under this paraqraph which is not a miu2ti pie

of $1 8hall be reduced to the next lower m,uttipl of $1.

* * * * * *
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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 benefitsunder section 223, or that a child who has attained the age of eighteenand is entitled to benefits under section 202 (ci), or that a widow or
surviving divorced wife who has not attained age 60 and is entitled
to benefits under section 202(e), or that a wictower or 8urviving
divorced hu8band who has not attained age 60 and is entitled to bene-
fits under section 202(f), may have ceased to be under a disability, the
Secretary may suspend the payment of benefits under such section
202(d), 202(e), 202(f), or 223, until it is determined (as provided in
section 221) whether or not such individual's disability has ceased or
until the Secretary believes that such disability has not ceased. In the
case of any individual whose disability is subject to determination
under an agreement with a State under section 221(b), the Secretary
shall promptly notify the appropriate Stat6 of his act.ion under this
section and shall request a prompt determination of whether such
individual's disability has ceased. For purposes of this section, the
term "disability" ha the m6aning assigned to such term in section
223(d). 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 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 fulltime student (as
defined and determined under section 202(d)).

ENTITLEMFNT TO HOSPITAL INSURANCE BENEFITS
SEC. 226.
(a) * * *

* * * * * * *
(h) (1) For purposes of determining entitlement to hospital insur-

ance benefits under subsection (b) in the case of widows and widowers
described in paragraph (2) (A) (iii) thereof—

(A) the term "age 60" in sections 202(e) (1) (B(ii), 2O2(e)
çS), 202(f) (1) (B) (ii), and 202(f) (6) shall be deemed to read
'ae65"; and

(B) the phrase "before she attained age 60" in the matter follow..
ing subparagraph (F) of section 202(e) (1) and the phrase "be-
fore he attained age 60" in the matter following subparagraph
(G) of section 202(f) (1) shall each be deemed to read "based on
a disability".

(2) For purposes of determining entitlement to hospital insurance
benefits under subsection (b) in the case of an individual under age
65 who is entitled to benefits under section 202, and who was entitled
to widow's insurance benefits or widower's insurance benefits based on
disability for the month before the first month in which such individ-
ual was so entitledto old-age insurance benefits (but ceased to be en-
titled to such widow's or widower's insurance benefits upon becoming
entitled to such old-age insurance benefits), such individual shall be



243

deemed to have continued to be entitled to such widow's insurance
benefits or widower's insurance benefits for and after such first month.

[(3) For purposes of determining entitlement to hospital insurance
benefits under subsection (b) any disabled widow age 50 or older who
is entitled to mother's insurance benefits (and who would have been
entitled to widow's insurance benefits by reason of disability if she
had filed for such widow's benefits) shall, upon application, for such
hospital insurance benefits be deemed to have filed for such widow's
benefits and shall, upon furnishing proof of such disability prior to
July 1, 1974, under such procedures as the Secretary may prescribe,
be deemed to have been entitled to such widow's benefits as of the time
she would have been entitled to such widow's benefits if she had filed
a timely application theref or.]

(3) For p'urposes of determining entit7ement to ho8pital in8urance
benefits under 8ubsection (b), any disab7ed widow age 50 or o7der who
is entit7ed to mother's in8uraflce benefits (and who would have been
entitled to widow's insurance benefits by rea8o'rt of di8ability if she had
filed for such widow's benefits), and any disab7ed widower who i8 en-
tit7ed to father's in8uralwe benefit8 (and who would have been entit7ed
to widower's in8urance benefits by reason of disability if he had filed
for such widower'8 benefits), s/ia 71, upon app7ication for such hospital
inBurance benefits be deemed to have filed for .uch widow's or widOW-
er'8 benefits.

(4) For the purposes of determining entitlement to hospitc2 inur-
ance benefit8 under subsection (b) in the case of an individual de8cri bed
in c7ause (iii) of 8ubsection (b) () (A), the entit7ement of 8uch mdi-
vzdua7 to widow's or widower'8 insurance benefit. u?vier section 03(e)
or (f) by rea8on of a di8abi7ity shall be deemed to be the entit7ement to
8ucfl benefits that wou7d re8u7t if ueh entit7ement were determined
wzthout regard to the provi8ion8 of section FO(j) (4).

$ * * * * * *

TRANSITIONAL INSURED STATUS

SEC. 227. (a) In the case of any individual who attainsthe age of
72 before 1969 but who does not meet the requirements of section
214(a), the 6 quarters of coverage referred to in paragraph (1) of
section 214(a) shall, instead, be 3 quarters of coverage for purposes
of determin.ing entitlement of such individual to benefits under sec-
tion 202(a), and of (his wife] his or her spou8e to benefits under
section 202(b) or 8ection O2(c) ,but, in the case of such [wife,] spouse,
only if [shel he or 8he attains the age of 72 before 1969 and. only with
respect to [wife's] spouse's insurance benefits under section 202(b)
or section 9JJ.(c) for and after the month in which [she] he or she

attains such age. For each month before the month in which way any
such individual meets the requirements of section 214(a). the amount
of his or her old-age insurance benefit shall. notwithstanding the pro-
visions of section 202(a). be the larger of $64.40 or the amount most
recently established in lieu thereof under section 215(i') and the
amount of the [wife's] spow3e's insurance benefit of his or her [wife]
spouse shall, notwithstandinE the provisions of section 202(b') or 8ec-
tion (c), be the larger of $32.20 or the amount most recently estab-
lished in lieu thereof under section 215(i).
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(b) In the case of any individual who has died, who does not meet
the requirements of section 214(a), and whose (widow] 8urvivinq
8pou8e attains age 72 before 1969, the 6 quarters of coverage referred
to in paragraph (3) of section 2l4(a) and in paragraph (1) thereof
shall, for purposes of determining her] the entitlement to (widow's]
Surviving 8pou8e'8 insurance bene ts under section 202(e) or 8ection(f),instead be—

(1) 3 quarters of coverage if such (widow] 8ur'vivinq 8OU8
attains the age of 72 in or before 1966,

(2) 4 quarters of coverage if such (widow] svrvivinq 8OU8
attains the age of 72 in 1967, or

(3) 5 quarters of coverage if such (widow] 8urviviflq 8OU8
attains the age of 72 in 198.

The amount of (her widow's] the 8urvivinq .spou8e'. insurance benefit
for each month shall, notwithstanding the provisions of section 202(e)
or 8ection O2(f) (and section 2Q2 (m)), be the larger of $64.40 or the
amount most recently established in lieu thereof under section 215(i).

(c) In the case of any individual, who becomes, or upon filing ap-
plication 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] 8urvzving 8OU8 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 deter-
mining entitlement of such (widow] 8urvivng spouse to (widow's]
8urviving 8pou8e'8 insurance benefits under section 202(e) or 8ection

(f).

BENEFITS AT AGE 72 FOR CERTAIN UNINSURED INDIvIDUALS

Eligibility

SEC. 228. (a) * * *
* * * * * * *

Benefit Amount

(b) (1) Except as provided in paragraph (2), the benefit amount to
which an individual is entitled under this section for any month shall
be the larger of $64.40 or the amount most recently established in lieu
thereof under section 215(i).

(2) If both husband and, wife are entitled (or upon application
would be entitled) to benefits under this section for any month, the
amount of (the husband's benefit] each of their beneflt8 for such
month shall be the larger of ($64.40] $48.30 or the amount most re-
cently established in lieu thereof under section 215(i) (and the
amount of the wife's benefit for such month shall be the larger of
$32.20 or the amount most recently established in lieu thereof under
section 215(i)].

Reduction for Governmental Pension System Benefits

(c) (1) The benefit amount of any individual under this section
for any month shall be reduced (but not below zero) by the amount
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of any periodic benefit und,er a governmental pension system for
which he is eligible for such month.

(2) In the case of a husband and wife only one of whom is entitled
to benefits under this section for any month, the benefit amount, after
any reduction under paragraph (1), shall be further reduc8d (but
not below zero) by the excess (if any) of (A) the total amount of any
periodic benefits under governmental pension systems for which the
spouse who is not entitled to benefits under this section is eligible for
such month, over (B) the larger of $32.20 or the amount most recently
established in lieu thereof under section 215(i).1

((3) In the case of a husband and wife both of whom are entitled
to benefits under this section for any month—

((A) the benefit amount of the wife, after any reduction under
paragraph (1), shall be further reduced (but not below zero) by
the excess (if any) of (i) the total amount of any periodic bene-
fits under governmental pension systems for which the husband is
eligible for such month, over (ii) the larger of $64.40 or the
amount most recently established in lieu thereof under section
215(i); and

((B) the benefit amount of the husband, after any r&Iuction
under paragraph (1), shall be further reduced (but not below
zero) by the excess (if any) of (i) the total amount of any pe-
riodic benefits under governmental pension systems for which the
wife is eligible for such month, over (ii) the larger of $32.20 or
the amount most recently established in lieu thereof under section
215(i).]

(3) In the case of a husband or wife, both of whom are entitled to
benefits under this section foi any month, the benefit amount of each,
after any reduction under paragraph (1), shall be further reduced
(but not below zero) by the excess (if any) of (A) the total amount
of any periodic benefits under governrnental pension system. for
whkh the other is eligible for such month, over (B) the lager of

$48.30 or the anwuqt most receiitly establi8hed in lieu thereof under
section 2l5(i).

• * * * * * * *

BENEFITS IN CASE OF IiIEMBERS OF THE UNIFORMED SERVICES

SEc. 229. (a) For purposes of determining entitlement to and the
amount of any monthly benefit for any month after December 1972,
or entitlement to and the amount of any 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 individual, and for
purposes of section 216(i) (3), such individual (shall be deemed to
have been paid, in each calendar quarter occurring after 1956 in which
he], if he was paid wages for (service as a member of a uniformed
service (as defined in section 210(m)) which was included in the term
"employment" as defined in section 210(a) as a result of the provisions
of section 210(1)] service, a. a memher of a uniformed servke, to
which the provisions of 8ection p210(l) (1) are app'icable, (wages (]n
addition to the wages actually paid to him for such service) of $300.]
shall be deenud to have been paid—
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(1) in each calendar quarter occurring after 1956 and before
1978 in which he was paid such wages, additional wages of $300,
and

() in each calendar year occurring after 1977 in which he was
paid 8uch wages, additional wages of $100 for each $300 of such
wage8, up to a maa,imlum of $1,00 of additional wage8 for any
calendar year.

* * * * * * *

ADJUSTMENT OF THE CONTRIBUTION AND BENEFIT BASE

SEc. 230. (a) Whenever the Secretary pursuant to section 215(i)
increases benefits effective with the June following a cost-of-living
computation quarter, he shall also determine and publish in the Fed-
eral Register oi or before November 1 of the. calendar year in which
such quarter occurs the contribution and benefit base determined under
subsection (b) or (c) which shall be effective with respect to remu-
neration paid after the calendar year in which such quarter occurs
and taxable years beginning after such year.

(b) The amount of such contribution and benefit base shall (8ubject
to 8ub8ection (c)) be the amount of the contribution and benefit base
in effect in the year in which the determination is made or, if larger,
the product of—

((1) the contribution and benefit base which was in effect with
respect to remuneraition paid in (and taxable years 'beginning in)
the calendar year in which the determination under subsection
(a) with respect to such particular calendar year was made, and

[(2) the ratio of (A) the average of the wages of all employees
as reported to the Secretary of the Treasury for the calendar year
preceding the calendar year in which the determination under
subsection (a) with respect to such particular calendar year was
made th (B) the average of the wages of all employees as reported
to the Secret&ry of the Treasury for the ealendar year 1973 or,
if later, the calendar year preceding the most recent calendar
year in which an increase in the contribution and benefit base
was enacted or a determination resulting in such an increase was
made under subsection (a),]

(1) the contribution and be'neflt base which i in effect with
re8pect to remiuneration paid in (and taxable years beqinning in)
the calendar year in which the deternination under subsection (a)
i8made,and

() the ratio of (A) the average of the total waqes (as defined
in reoulatioi of the Secretary and computed without regard to
the liimitation8 8pecifled in section 2O9(a)) reported to the Sec-
retary of the Treasury or hiB delegate for the calendar year before
the calendar year in which the determination under subsection
(a) i made to (B) the averaqe of the total wctge8 (a8 80 defined
and computed) reported to the Secretari' of the Trea8ury or hi8
delegate for the calendar year before the most recent calendar
year in which an increase in the contribution and benefit base wa
enacted or a determ,i nation re8ulting in such an i'nerease was made
under 'ubsection (a),
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with such product, if not a multiple of $300, being rounder to the next

higher multiple of $300 where such product is a multiple of $150 but

not of $300 and to the nearest multiple of $300 in any other case. (For

purposes of this subsection, the average of the wages for the cal-
endar iear 1978 (or any prior calendar year) shall, in the case o
determinations made under subsection (a) prior to December 31, 1979,

be deemed to be an amount equal to 400 per centum of the amount of the

average of the taxable wages of all employees as reported to the
Secretary for the first calendar quarter of such calendar year.]

(c) For purposes of this section, and for purposes of determining

wages and self-employment income under sections 209, 211, 213, and

215 of this Act and sections 1402, 3121, 3122, (3125,] 316, 317, 6413,

and 6654 of the Internal Revenue Code of 1954, (1.) the "contribution
and benefit base" with respect to remuneration paid in (and taxable
years beginning in) any calendar year after 1913 and prior to the
calendar year with the June of which the first increase in benefits

pursuant to section 215(i) of this Act becomes effective shall be
$13,200 or (if applicable) such other amount as may be specified in a

law enacted subsequent to the law which added this Esection.]
section, and (2) the "contribution and benefit base" with respect to
remuneration paid (and taxable years beginning)—

(A) in 1978 shall be $19,900,
(B) in 1979 shall be $22,900,
(C) in 1980 shall be $25,900, and
(D) in 1981 shall be $27,900.

For purposes of determining under subsection (b) the "contribution
and benefit base" with respect to remuneration paid (and taxable
years beginning) in 1982 and subsequent years, the dollar amounts
specified in clause (2) of the preceding sentence shall be considered
to have resulted from the application of such subsection (b) and
to be the amount determined (with respect to the years involved)
under that subsection. For purposes of determining employer tax
liability under section 3221(a) of the Internal Revenue Code of 1954
and for purposes of computing average monthly compensation under
section 3(j) of the Railroad Retirement Act of 1974, except with
respect to annuity amounts determined under section 3(a) or 3(f) (3)
of such Act, clause (2) and the preceding sentence of this subsec-
tion shall be disregarded.

(d') Notwith8tanding ani other provision of law, the contribution
and benefit ba8e deterimined under this section for amy calendar ijear

after 1976 for purposes of section 4O(b) (3) (B) of Public Law
93—406, with respect to any plan, 8hall be the contribution and benefit
ba8e that would have been determined for 8uch ijeqr if thi8 section a8 in
effect immediately prior to the enactment of the Social Security Fi-
nancing Amendments of 1977 had remained in effect witlwut c1unge.

* * * * * * *

iNTERNATIONAL AGREEMENTS

Purpo8e of A greement

SEC. p33. (a) The Pre8ident is authorized to enter into agreement8
e8tabii8hing totalization arra1gement8 between the 8ocial 8ecurzty 8y8-
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tern establi8hed by this title and the 8ocia2 8ecurnty 8ystem of any for-
eign country, for the purposes of establiBhing entitlernent to and the
arnount of old-age, survivors, disability, or derivative benefits based on
a combination of an individual's periods of coverage under the social
8ecurity systern e8tabli8hed by this title and the social security systern
of each foreign country.

Defi'nitiofl8

(b) For the purposes of thiB 8ectiolv—
(1) the term "social security systeim" mean8, with respect to a

foreign country, a social in8urance or pension system which iB of
general application in the country and under which periodic bene-
fits, or the actuari2 equivalent thereof, are paid on account of
old age, death, or di8ability, and

() the terrn "period of coverage" means a period of payment
of contbutio or .a period of earning8 ba.sed on wages for enz-
ployment or on self-ernploijment income, or any similar period
recog.nied as equivalent thereto under thi& title or under the social
security system of a country which is a party to an agreement
entered into under this section.

Crediting Periods of Coverage, Condition8 of Payment of Benefits
(c) (1) Any agreement establishing a totaliation arrangement pur-

suant to this section shall provide—
(A) that in the case of an individual who has at least 6 quarters

of coverage as defined in section 13 of this Act and periods of
coverage 'under the social security 8y8tern of a foreign country
which is a party to 8uch agreement, periods of coverage of such
individual under such social security 8yste?m of such foreign coun-
try may be combined with periods of coverage under thi8 title and
othewi8e con8idered for the purposes of establishing entitlement
to and the amount of old-age, survivors, and diBability in8urance
benefits under thiB title;

(B) (i) that employment or .8elf-ernployment, or an servicewhich is recognised as equivaleiit to employment or self-employ-
ment under thiB title or the social security sstern of a foreign
country which iB a party to such agreement, shall, or on after the
effective date of such agreement, result in a period of coverage
under the systern establi8hed under thiB title or under the systern
establiBhed lhnder the laws of such foreign country, but not underboth, and (ii) the methods and condition8 for deterrnininq under
which system ernploi,'ment, self -ernploi,'ment, or other service shallre8ult n a period of coverage; and

(C) that where an individual's periods of coverage are corn-bined, the benefit amount payable under thi8 title shall be based omthe proportion of such individual's periods of coverage which was
completed under thiB title.

() Any 8uch agreement may provide that—
(A) an individual who z entitled to cash benefits under thi8title 8hall, notwith.tanding the proviBion8 of section (t), re-

ceive such beneflt8 v,hile he re8ides in a foreign covntry which
a party to 8uch agreement; and
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(B) the benefit paid by the United State8 o an individual who
legally re8ide8 in the United State8 8hall be inerea8ed to an amo'unt
which, when added to the benefit paid by 8Uch foreign country,
will be equal to the benefit am,ount which would be payable to an
entitled individual ba8ed on the fir8t figure in (or deemed to be in)
colum,n iV of the table in 8ectwn f315 (a) in the case of an individ-
ual becoiming eligible for 8uch benefit before January 1, 1979, or
ba8ed on a primary in8urance amount deter'inined under 8ectzon
f315(a) (1) (C) (i) (1) in the case of an individuals becoming eligi-
ble for such benefit on or after that date.

(3) Section fi36 8hall not apply in the case of any individual to who'm
it would not be applicable but for thi8 8ection or any agreement or reg
ulation under thi8 8ectiOn.

(4) Any 8uch agreement may contain 8uch other provi8ion8, not in
conthtent with thi8 8ection, a.s the Pre8ideflt deems appropriate.

Regulations

(d) The Secretary. of Health, Education, and Welfare 8hall mak4
rule8 and regulation8 and e8tabli8h procedure8 which are rea8onable
and neceary to iimpleine and adlmini8ter any agreement which ha8
been entered into in accordance with this 8ectum.

Report8 to Corgres8; Effective Date of Agreement8

(e) (1) Any agreement to e8tabli8h a totalization arrangement en-
tered into pur8uant to this 8ection 81U111 be tran.'imitted by 'the Pre8ident
to the Co1gre88.

() Such an agreement 8hall become effective on any date, provided
in the agreement, which occurs after the expiration of 90 day8 on each
of which at lea8t one Ho'use of Congre88 is in 8e88i0n following the
date on which the agreement i8 tran.simitted in accordance with para-
graph (1).

* 1• * * * * *

TITLE Vu_ADMINISTRATION

* * * * * * *

TIME FOR DELIVERY OF BENEFITS CHECKS WHEN REGULAR E1ELIVERY DAY

FA11S ON A SATURDAY, SUNDAY, OR LEGAL HOLIDAY

SEC. 708. (a) if the day regularly de8ignated for the delivery of
benefit check8 under title ii or title XV1 faZl8 on a Satv.rday, Sunday,
or legal public holiday (a8 defi'wd in 8ection 6103 of title 5, Urited
State8 Code) in any month, the benefit check8 which would otherwi8e
be delivered on such da?,! 8haZl be mailed in time for delivery, and
delivered, on the fir8t day preceding 8uch day which is not a Saturday,
Sv.nday, or legal public holiday (a8 80 defined), without regard to
whet her the delivery of 8Leh check8 would a.s a result have to be made
before the end of the month for which 8uch check8 are i.ued.

(b) if more than the correct amount of payment under title ii or
XVi i made to any individual a. a result of the receipt of a benefit
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check pur8uant to b8ection (a) before the end of the month for which
8Uch check ii z88uec1, no action 8hall be taken (vnder 8ection 204 or
1(131(b) or otherwise) to recover 8uch payment or the incorrect portion
thereof.

* * * * * *

TITLE XVIII—HEALTH INSURANCE FOR THE AGED AND
DISABLED

* * * * * * *

PART B—StJPPLEMENTARY MEDICAL INSTJRANCE BENEFITS FOR THE
AGED AND DISABLED

* * * * * *

AMOtTNTS OF PREMIUMS
SEC. 1839. (a) * * *

* * * * *
(c) (1) The Secretary shall, during December of 1972 and of each

year thereafter, determine the monthly actuarial rate for enrollees age
65 and over which shall be applicable for the 12-month period com-
mencing July 1 in the succeeding year. Such actuarial rate shall be the
amount the Secretary estimates to be necessary so that the aggregate
amount for such 12-month period with respect to those enrollees age 6
and over will equal one-half of the total of the benefits and administra-
tive costs which he estimates will be payable from the Federal Supple-
mentary Medical Insurance Trust Fund for services performed and
related administrative costs incurred in such 12-month period. In cal-
culating the monthly actuarial rate, the Secretary shall include an
appropriate amount for a contingency margin.

(2) The monthly premium of each individual enrolled under this
part for each month after June 1973 shall, except as provided in sub-
section (d), be the amount determined under paragraph (3).

(3) The Secretary shall, during December of 1972 and of each year
thereafter, determine and promulgate the monthly premium applicable
for the individuals enrolled under this part for the 12-month period
commencing July 1 in the Succeeding year. The monthly premium shall
be equal to the smaller of—

(A) the monthly actuarial rate for enrollees age 65 and over,
determined according to paragraph (1) of this subsection, for that
l2-month period, or

(B' the monthly premium rate most recently promulgated by
the Secretary under this paragraph or, in the case of the deter-
mination made in December 1971, such rate promulgated under
subsection (b) (2) multiplied by the ratio of (i) the amount in
column IV of the table which, by reason of the law in effect at
the time the promulgation is made, will be in effect as of May 1
next following such determination appears (or is deemed to ap-
near in sectinn 215(a) on th ]in whic1 inclndes the fi�rnre "750"
in column III of such table to (ii) the amount in column IV of
the table which appeared (or was deemed to appear) in section
215(a) on the line which included the figure "750" in column III
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as of May 1 of the year in which such determination is made.
(B) the m.onth2y prentium rate 'most recently prontulgated by

the Secretary u'nder this paragraph, increa8ed by a percentage
deterimined a8 follows: The Secretary shall a8certain the primary
insurance amount contputed u'nxler 8ectzon £15(a) (1), ba8ed upon
average indexed monthly earnings of $900, that applied to in-
dividual8 who became eligible for and entitled to old-age insurance
benefits on May 1 of the year of the promulgation. He shall in-
crea8e the monthly prentiunt rate by the same percentage by which
that primary in8urawe antount i8 increa8ed when, by reao of
the law in effect at the time the promulgation i8 nv.tde, it i8 so
contputed to apply to tho8e individuals on the following May 1.

Whenever the Secretary promulgates the dollar amount which shall
be applicable as the monthly premium for any period, he shall, at the
time such promulgation is announced, issue a public statement setting
forth the actuarial assiiniptions and bases employed by him in arriving
at the amount of an adequate. wctuarial rate for enrollees age 65 and
over as provided in paragraph (1) and the derivation cf the dollar
amounits specified in this paragraph.'

(4) The Secretary shall also, during December of 1972 and of eaoh
year thereafter, determine the monthly actuarial rate for disabled en
rollees under age 65 which shall be applicthle for the 12-month period
commencing July 1 in the succeeding year. Such actuarial rate shall
be the amount the Secretary estimates to be necessary so 'that the ag-
gregate amoun't for such 12-month period with respect to disabled en-
rollees under 'ago 65 will equal one-half of the total of the benefits and
administrative costs which he estimates will be incurred in the
Federal Supplementary Medical Insurance Trust Fund for such 12-
month pcriod with respect to such enrollees. In calculating the
monthly actuarial rate under this paragraph, the Secretary shall in-
clude an appropriate amount for a contingency margin.

* * * * * *

INTERNAL REVENUE CODE OF 1954

* * * * * * *

Subtitle A—Income Taxes
* * * * * *

CHAPTER 2—TAX ON SELF-EMPLOYMENT
INCOME

* * * * * * *

SEC. 1401. RATE OF TAX.
(a) OLD-ARE, StnwIvoRs, AND DIsABILITY INSURANcE.—In addi-

tion to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, (a tax equal to 7.0 per-
cent of the amount of the self-employment income for such axth1e
year.]
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a taa, (subject to section 3125) a. follows:
(1) in the ca.ge of any taaable year beginning before January 1,

1978, the taa, shall be equal to 7.0 perce'iit of the amount of the self-
empZoyment income for such tacable year;

(2) in the case of any taaable year beginning after December
3/. 1977, and before J-muuiry 1, 1981, the tax 8/?ail be equal to
7.10 percent of the amount of the self-employment income for
such taxable year;

(3) in the cce of ani taaable year beginning after Decem-
ber 31, 1980, and before January 1, 1985, the tax shall be equal to
7.70 percent of the amount of the self-employment income for
such taeable year;

(4) in the case of any taeable year beginning after Decem-
ber 31, 1984, and before January 1, 1990, the tare shall be equal
to 8.20 percent of the anount of the self-employment income for
.9uch tacable year; and

(5) in the case of any taeabie year beginning after Decem-
ber 31, 1989, the tax shall be eaual to 9.00 percent of the anwunt
of the self-employment income for 8ueh taaable 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,
1973, and before January 1, 1978, the tax shall be equal to 0.90
percent of the amount of the self-employment income for such
taxable year;

(2) in the case of any taxable year beginning after Deecmber 31,
1977, and before January 1, 1981, the tax shall be equal to [1.10]
1.00 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,
1980, and before January 1, 1986, the tax shall be equal to [1.351
1.30 percent of the amount of the self-employment income for such
taxable year; and

(4) in the case of any taxable year beginning after December 31,
1985, the tax shall be equal to t1.50 percent] 1.45 percent of the
amount of the self-employment income for such taxable, year.

(c) RELIEF FROiI! TA xg IN CA ss COVERED BY CERTA ilV INTERLVA -
TIONAL AGREJENTs.—Duri1g any period in which the,re is in effect
an agreement entered into pursuant to section 233 of the Social Secu-ritz' Act with ai.y foreign country, the self-employment income of an
individual shall be exempt from the taaes imposed by this section to
the extent that such self-employment income i8 subject under 8uch
agreement to taxes or contribution.g for similar purposes under the
socia security system of such foreign country.
SEC. 1402. DEFINITIONS.

(a) NET EARNINGS FROM SELF-EMPLOYMENT_The term "net earn-
ings from self-empoyment" means the gross income derived by an indi-
vidual from any trade or business carried on by such individual, less the
deductions allowed by this 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) (8) from any trade or busi-
ness carried on by a partnership of which he is a member; except that
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in computing such gross income and deductions and such distributive
share of partnership ordinary income or loss—

(1) there shall be excluded rentals from real estate and from
personal property leased with the real estate (including such rent-
als paid in crop shares) together with the deductions attributable
thereto, unless such rentals are received in the course of a trade or
business as a real estate dealer; except that the preceding provi-
sions 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 produce agricul-
tural or horticultural commodities (including livestock, bees, poul-
try, and fur-bearrng animals and wildlife) on such land, and that
there shall be material participation by the owner or tenant (as
determined without regard to any activities of an agent of such
owner or tnant) in the production or the management of the pro-
duction of such agricultural or horticultural commodities, and
(B) there is material participation by the owner or tenant (as
determined without regard to any activities of an agent of such
owner or tenant) with respect to any such agricultural or horticul-
tural commodity;

(2) there shall be excluded dividends on any share of stock, and
interest on any bond, debenture, note, or certificate, or other evi-
dence 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
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 considered as gain or loss from the sale or ex-

change of a capital asset,
(B) from the cjittin of timber, or the disposal of timber,

coal, or iron ore, if section 631 applies to such gain or loss, or
(C) from the sale, exchanc, involuntary conversion, or

other disposition of property if such property is neither—
(i stok 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 ctistomers in the
ordinary course of the trade or business;

(4') the deduction for net operating losses provided in section
172 shall not be allowed;

(5)if—
(A) 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 apph-
cable 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 substantia'ly all of the management and control
of such trade or business, in which case al of such gross
income and deductions shall be t.reated as the gross income
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and deductions of the wife] spouse who exercises the greater
management and control over the trade or business, except
that such income and ddeuctions shall be divided equally
between the two spouses if each spouse exercises the same
amount of management and control over the trade or.business,
and

(B) any portion of a partner's distributive share of the
ordinary income or loss from a trade or business carried on
by a partnership is community income or loss under the com-
munity 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 suchpartner;

(6) a resident of Puert.o Rico shall compute his nt earnings
from self-employment in the same mRnnPr as a citizen of the
United States but without regard to section 933;

(7) the deduction for personal exemptions provided in section
151 shall not be allowed:

(8) an individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a reliioiis 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),
section 119 (relating to meals and lodging furnished for the con-
venience of the employer), section 911 (relating to earned income
from sources without the United States) and section 931 (relating
to income from sources within poeons nf t1'e TInit'd States)

(9) the term "possession of the United States" as used in sec-
tions 931 (relating to ineorne from sources within possessions of
the United States) and 932 (relating to citizens of possessions of
the United States) shall be deemed rot to include the Virgin
Islands ,Guam, or American Samoa;

(10) there shall be excluded amounts received by a partner pur-
suant to a written plan of the partnership, which meets such re-
quirements as are prescribed by the Secretary, and which pro-
vides for payments on account of retirement, on a periodic basis,
to partners generally or to a class or classes of partners, such pay-
ments to continue at least until such partner's death, if—

(A) such partner rendered no services with respect to a.ny
trade or business carried on by such partnership (or its suc-
cessors) during the taxR.hle year of such partnership (or its
successors), ending within or with his taxable year, in which
such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year referred to in subparagraph (A)) from
the other partners to sudh partner except with respect to re-
tirement payments under such plan, and

(C) such partner's share, if any, of the capital of the part-
nership has been paid to him in full before the close of the
partnership's taxable year referred to in subparagraph (A);
(and]
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(11) in the case of an individual who has been a resident of the
United States during the entire taxable year, the exclusion from
gross income provided by section 911 (a) (2) shall not apply.

If the taxable year of a partner is different from that of the part.
nership, the distributive share which he is required to include in
computing 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 busi-
ness were carried on exclusively by employees, the major portion
of the services would constitute agricultural labor 'as defined in
section 3121(g)—

(i) in the case of an individual, if the gross income de-
rived by him from such trade or business is not more than
$2,400, the net earnings from self-employment derived by him
from such trade or business may, at his option, be deemed
tobe 662/3 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 then $2,400 and
the net earnings from self-employment der'ived by him from
such trade or business (computed under this subsection
without regard to this sentence') are less than $1,600, the net
earnings from self-employment derived by hi!In from such
trade or business may, at his option, be deemed to be $1,600;
and

(iii') in the case of a member o- a partnership, if his
distributive share of the gross income of the partnership
derived from such trade or business (after gross income has
been reduced by the sum of all payments to which such section
707(c) applies) is not more than $2.400. his distributive share
of income described in section 702 (a) (8' 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 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) 'applies) is more than $2,400 and his distributive share
(whether or not distributed') of income describ'd in section
702(a) (8') derived from suth trade or business (computed
under this subsection without regard to this sentence') is less
than $1,600, his distribuive share of income described in
section 702(a) (8) derived from such trade or business may,
at his option, be dcme1 to he $1600.

For purposes of the preceding sentence, gross income means—
(v) in the case of any such trade or business in whioh the

income is computed under a cash receipts and disburse-
ments method, the gross receipts from such trade or business
reduced by the cost or othBr basis of property which was
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purchased and sold in carrying on such trade or business,
adjusted (after suoh reduction) in accordance with the pro-
visions of paragraphs (1) through (7) and paragraph (9)
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 (7) and para-
graph (9) of this subsection;

and, for purposes of such sentence, if an individua.l (including a
member of a partnership) derives gross income from rnoie than
one 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) ha.ll be deemed to have been
derived from one trade or business.

The preceding sentence and clauses (i) through (iv) of the see-
and preceding sentence shall also apply in the case of any trade
or 'business (other than a trade or business specified in such second
preceding sentence) which is carried on by an individual who is
e1f-employed on a regular basis as defined in subsection (i), or
by a partnership of which an individual is a member on a regular
basis as defined in subsection (i), but only if such individual's net
earnings from self-employment as determined without regard to
this sentence in the taxable year are. less than $L600 and less than
662/3 percent of the sum (in such taxable year) of such individual's
gross income derived from all trade or busireses carried on by
him and his distributive share of the income or loss from all trades
or businesses carried on by all the partnerships of which he is a
member; except that t'his sentence shall not apply to more than 5
taxable years in the case of any individual, and in no case in which
an individual elects to determine the amount of his net earnings
from self-employment for a taxable year under the provisions of
the two preceding sentences with respect to a trade or business to
which the second preceding sentence applies and with respect to
a trade or business to which this sentence applies shall such net
earnings for such years exceed $1600[]: and

(1) there 8hall be erc7uded the di8tributive 8hare of any item
of income or 7088 of a limited partner, a8 8uch, other than guaran-
teed payment8 described in 8ection 707(c) to that partner for
8erVir8 actva11, rendered to or on behalf of the partnRr8hip to the
extent that tlW8e payment8 are e8tabli8lted to be in the natwre of
remuneration for tlto8e 8ervwe8.

(b) SELF-EMPLOYMENT TNC0ME.—The term "self-employment in-
come" means the nt earnin from self-em'plQyrnent. derived y an
indwidu.al (other than a noniresident alien individual) during any
taxable year. except that such term shall not include—

• (1) that part of the net earnings from self-employment which
is in excess of (i) an amount. equal to the contribuion and benefit
base (as determined imder section 230 of 'the Social Security
Act) whith is effective for the calendar year in which such tax-
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able year begins, minus (ii) the amount of the wages paid to such
individua' during such taxable years, or

(2) the nt earnings from seli-employmeni, if such ne earnings
for the tax aJble year are tess than $400.

For purposes of dause (1), the term "wages" (A) includes such
remuneration paid to an employee for services induded (under an
agreement entered into pursuant to the provisions of section 218 of the
Socia' Security Aet (relaiting to coverage of State employees), or]
a would be wages 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 serv-
ices conituted ernpoyment under section 3121 (b), and (B) includes
compensation which is subject to the tax imposed by section 3201 or
3211. An individual who is not a 'citizen of the United States but who
is a resident of the Commonwalth of Puerto Rico, the Virgin Islands,
Guam, or American 'Samoa shall not, for purposes of this chapter be
considered to be a nonresident alien individual.

(c) TRADE OR BusINEss.—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
(re'ating to trade or business expenses), except that such term shall
no't include—

(1) t.he performance of the functions of a public office, other
than the functions of 'a public office of a State or a political sub-
division thereof with respect to fees received in any period in
which the fuictions are performed in a position compensated
solely on a fee basis (and in which suth functions are not covered
under an agreement entered into by such State and the Secretary
of Health, Education, and Welfare pursuant to section 218 of
the Social Security Act;];

(2) the performance of service by an individual as an em-
ployee, other than—-

(A) service described in section 3121(b)((14(B)] (11)
(B) performed by an individual who has attained the age of
1R.

(B) service described in section 3121(b) ((16)] (13),
(C) service described in section 3121(b) (11), (12), or

(15)] (8), (9), or 19 performed in the Unite States (as de-
fined in section 3121 (e) (2)) by a citzen of the United States,

(D) service described in paragraph (4) of this subsection.
(E) servi performed by an individual as an emoyee of

a State or political subdivision thereof in a position com-
pensated solely on fee basis (with respect to fees received
in any period in which such service is not covered under an
agreement entered into by such State and the Secretary of
Hakh, Education, and Wetfare pursuant to section 218 of
the SoGiall Security Act, and]

(F) service described in section 3121 (b)((20)](17)
(3) the performance of service by an individual as an empoyee

or employee representative as defined in section 3231;
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(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;

(5) the performance of service by an individual in the exercise
of his profession as a Christian Science practitioner; or

(6) the performance of service by an individual during the
period for which an exemption under subseotion (h) is effective
with respect to him.

The provisions of paragraph (4) or (5) shall no apply to service
(other than service performed by a meiber of a religious order who

has taken a vow of poveity as a member of sucih order) perfoiimed
by an individual unless an exemption under subseetion (e) is effective
with respect to him.

* * * * * * *

Subtitle C—Employment Taxes
* * * * * * *

CHAPTER 21—FEDERAL INSURANCE
CONTRIBUTIONS ACT

* * * * * * *

Subchapter A—Tax on Employees
* * * * * * *

SEC. 3101. RATE OF TAX.
(a) OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE.—In addition

to other taxes, there is hereby imposed on the income of every indi-
vidual a tax equal to the following percentages (8ubject to 8ection 315)
of the wages ('as defined in section 3121(a)) received by him with re-
spect to employment (as defined in section 3121(b) )—

r (i) with respect to wages received during the calendar years
1974 through 2010, the rate shall be 4.95 percent; and

((2) with respect to wages received after December 31, 2010,
the rate shall be 5.95 percent]

(1) with re8pect to wages received during the calendar years
1974 through 1977, the rate 8haZl be 4.95 percent

() with re8pect to wages received during the calendar years
1978 through 1980, the rate shall be 5.05 percent

(8) with re8pect to wages received diuring the calendar yeare
1981 through 1984, the rate 8haZZ be 5.15 percent;

(4) with re8pect to 'wage8 received during the calendar years
195 through 1989, the rate 8haZl be 5.45 percent; and

(5) with re8pect to wages received after Decenvber 31, 1989, the
rate eliall be 6.00 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 following percentages of the wages (as
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defined in section 3121 (a)) received by him with respect to employ-
ment (as defined in section 3121(b))—

(1) with respect to wages received during the calendar years
1974 through 1977, the rate shall be 0.90 percent;

(2) with respect to wages received during the calendar years
1978 through 1980, the rate shall be (1.10] 1.00 percent;

(3) with respect to wages received during the calendar years
1981 through 1985, the rate shall be (1.35] 1.30 percent; and

(4) with respect to wages received after December 31, 1985, the
rate shall be (1.50] 145 percent.

(c) REiJe FROM TAXES IN CASES COVERED BY CERTAIN INTERNATIONAL
AGnt:t:'m'Nrs.—Durzng any period in whwh there is in effect an agree-
ment ent'red into pursuant to section 233 of the Sooial Securit?j Act
wt/t ami fore qn countrj, wages i'eceived by or paid to an idividuai'
shall /e exenpt fron the taxes 'emposed by the section to the extent
that sich are subject under such agreement to tames or co'iitri-
bution. for sm4lar prpose8 wiider the Bocial security sjs tern. of Buch

foreign country.
SEC. 310. DEDUCTION OF TAX FROM WAGES.

(a) Rx�uIREirENT.—The tax imposed by section 3101 shall becol
lected by the employer of the taxpayer, by deducting the amoimt of th
tax from the wages as and when paid. An employer who in any calen-
dar quarter pays to an employee cash rcmunerat.ion to which para-
graph (7) (B) (oi (C) or (10)] of section 3121 (a) is applicable may
deduct an amount equivalent to such tax from any such payment of re-
muneration, even though at the time of payment the total amount o:f

such remuneration paid to the employee by the employer in the calen-
dar quarter is less than $50; and an emplyer who in anj caie'ndar
year pais to an emplojee cash renwneratio'n to which paragraph (7)
(C) or (10) of section 3121 (a) is applicable may deduct an anovn(
equivalent to 8'uch tax fro any s'uch payment of remraneratio'n, eve'n
though at the time of payment the total aniount of such remitcneratio'n
paid to the emploiiee by the ern.ployer i.n the calendar year is less than
$100; and an employer who in any calendar year pays to an employee
cash remuneration to which paragraph (8) (B) of section 3121 (a) is
applicable may deduct an amount equivalent to such tax from any such
payment of remuneration, even though at the time of payment the tO-
tal amount of such remuneration paid to the employee by the employer
in the calendar year is less than $150 and the employee has not per-
formed agricultural labor for the employer on 20 days or more in the
calendar year for cash remuneration computed on a t.ime basis; and an
employer who is furnished by an employee a written statement of tips
(received in a calendar month) pursuant to section 6053(a) to which
paragraph (12) (B) of section 3121(a) is applicable may deduct an
amount equivalent to such tax with respect to such tips from any
wages of the employee (exclusive of tips) under his control, even
though at the time such statement is furnished the total amount of the
tips included in statements furnished to the employer as having been
received by the employee in such calendar month in the course of his
employment by such employer is less t.han $20.

* * * * * * *
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(c) SPECIAL Rur FOR Tips—
(1) In the case of tips which constitute wages, subsection (a)

shall be applicable only to such tips as are included in a written
statement furnished to the employer pursuant to section 0053(a),
and only to the extent that collection can be made by the em-
ployer, at or after the time such statement is so furnished and be-
fore the close of the 10th day following the calendar month (or,
if paragraph (3) applies, the 30th day following the (quarter]
year) in which the tips were deemed paid, by deducting the
amount of the tax from such wages of the employee (excluding
tips, but including funds turned over by the employee to the em-
ployer pursuant to paragraph (2)) as are under control of the
employer.

(2) If the tax imposed by section 3101, with Iesp3ct to tipS
which are included in written statements firnished in any month
to the employer pursuant to section 6053(a), exceeds the wages
of the employee (excluding tips) from which the employer is ic-
quired to collect the tax under paragraph (1', the employee my
furnish to the employer on or before the 10th day of the follow-
ing month (or, if paragraph (3) applies, on or before the 30th
day of the following (quarter] year) an amount of money equal
to the amount of the excess.

(3) The Secretary may, under regulations prescribed by him,
authorize employers—

(A) to estimate the amount of tips that will be reported
by the employee pursuant to section 6053 (a) in any (quarter
of the] caiendar year.

(B) to determine the amount to be deducted upon each
payment of wages (exclusive of tips) during such (quarter]
year as if the tips so estimated constituted the actual tips
so reported, and

(C) to deduct upon any payment of wages (other than tips,
but including funds turned over by the employee to the em-
employer pursuant to paragraph (2)) to such employee dur-
ing such (quarter] year (and within 30 days thereafter) such
amount as may be necessary to adjust the amount actually
deducted upon such wages of the employee during the (quar-
ter] year to the amount required to be deducted in respect to
tips included in written statements furnished to the employer
during the (quarter] year.

(4) If the tax imposed by section 3101 with respect to tips
which constitute wages exceeds the portion of such tax which can
be collected by the employer from the wages of the employee Jur-
suant to paragraph (1) or paragraph (3), such excess shall be
paid by the employee.

Subchapter B—Tax on Employers
* * * * * *

SEC. 3111. RATE OF TAX.
(a) OLD-AGE, SuRvivoRs, AND DISABILITY INsuIt&NCE.—In addition

to other taxes, there is hereby imposed on every employer an excise tax
with respect to having individuals in his employ, equal to the followmg
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percentages (subject to section 31925) of the wages (as defined in sec-
tion 3121(a)) paid by him with respect to emp'oyment (as defined in
section 3121(b))—

((1) with respect to wages paid during the cakndar years 1974
through 2010, the rate shall be 4.95 percent; and

((2) with respect to wages paid after December 31, 2010,
the rate shall be 5.95 percent]

(1) with respect to wages paid during the calendar years 1974
through 1977, the rate shall be 4.95 percent;

() oith respect to vages paid during the calendar years 1978
throigh 1980, the rate shall be 5.05 percent;

(3) with respect to wages paid during the calendar years 1981
through 1984, the rate shall be 5.15 percent;

(4) with respect to wages received during the calendar years
1985 throvgh 1989, the rate shall be 5.45 percent; and

(5) with respect to wages paid after December 31, 1989, the
rate shall be 6.00 percent.

(b) HospITAL IN5uEANVE.—In addition to the tax imposed by the
preceding subsection, there is hereby imposed on every emp'oyer an
excise tax with respect to having individuals in this employ, equal to
the foflowing percentages of the wages (as defined in section 3121(a))
paid by him with respect to emp'oyment (as defined in section 3121
(b))—

(1) with respect to wages paid during the ca'endar years 1974
through 1977, the rate shall be 0.90 percent;

(2) with respect to wages paid during the ca'endar years 1978
through 1980, the rate shall be (110] 1.00 percent;

(3) with respect to wages paid during the cakndar years 1981
through 1985, the rate shall be (1.35] 1.30 percent; and

(4) with respect to wages paid after December 31, 1985, the.
rate shall be (1.50] 1.45 percent.

(c) RELIEF FROM TAXES IN CASES CovER'I BY CERTAIN INTERNA

TIONAL AGREEMENTS.—During any period in which there is in effect
an agreement entered into pursuant to section 9233 of the ,S'ociaZ Be-
curity Act with any foreign countmj, wages received by or paid to an
indivioual shall be exempt from the tacees inposed by thiB section to.
the extent that such wages are subject under such agreement to taxe8
or contributions for sinilar purposes under the social security 8yste7
of such foreign country.

* * * * * * *

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 governmental employees in Guam, Americata

Samoa, and the District of Columbia
(Sec. 3126. Short title.]
Sec. 3125. Increa8c in tax rates to aRRure repa'yment of 'oans made to tru8t funds.
Scc. 3126. Returns in the ca8e of State anZ oca governmenta' empiOlJee8.
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Sec. 8127. RetuQ'n9 in the ca8e of governtnentoj employee8 in Guam,Arnerican
Sa4noa, and the Di8trict of Columbia.

Sec. 8128. Short title.
SEC. 3121. DEFINITIONS.

(a) WAGES.—FOr purposes of this chapter, the term "wages" means
all remuneration ,for employment, including the cash value of all
remuneration paid in any medium other than cash; except that such
term shall not include—

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding paragraphs
of this subsection) equal to the contribution and benefit base (as
deteimined under section 230 of the Social Security Act) with
respect to employment has been paid, to an individual by an
employer during the calendar year with respect to which such
contribution and benefit base is effective, is paid to such individual
by such employer during such calendar year. If an employer
(hereinafter referred to as successor employer) during any calen-
dar year acquires substantially all the property used in a trade or
.busines of another employer (hereinafter referred to as a prede-
cessor), or used in a separate unit of a trade or business of a
predecessor, and immediately after the acquisition employs in his
trade or business an individual who immediately prior to the
acquisition was employed in the trade or business of such predeces-
sor, then, for the purpose of determining whether the successor
employer has paid remuneration (other than remuneration
referred to in the succeeding paragraphs of this subsection) with
respect to employment equal to the contribution and benefit base
(as determined under section 230 of the Social Security Act) to
such individual during such calendar year, any remuneration
(other than remuneration referred to in the succeeding paragraphs
of this subsection) with respect to employment paid (or considered
under this paragraph as having been paid) to such individual by
such predecessor during such calendar year and prior to such
acquisition shall be considered as having been paid by such
successor employer;

(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 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—

(A) retirement, or
(B) sickness or accident disability, or
(C) 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 disabihty,
or medical or hospitalization expenses in connection with sickness
or accident disability, made by an employer to. or on behalf of.
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an employee after the expiration of 6 calendar months following
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 described 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 tima
of such payment, is a qualified bond purchase plan described
in section 405(a)

(6) the payment by an employer (without deduction from the
remuneration of 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
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 sub-
section (g)(5);

(C) cash remuneration paid by an employer in any calendar
(quarter] year to an employee for service not in the course of the
employer's trade or business, if the cash remuneration paid in such
quarter] year by the employer to the employee for such service
is less than ($50] $100. 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 than cash for
agricultural labor;

(B) cash remuneration paid by an employer in any calen-
dar 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 agricultural 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 he attains age 62. if such em-
plovee did not work for the employer in the period for which
such payment is made;
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(10) remuneration paid by an employer in any calendar
quarter] year to an employee for service described in subsection
(d) (3) (C) (relating to home workers), if the cash remuneration
paid in such [quarter] year by the employer to the employee for
such service is less than ($50;] $100;

(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;

(12) (A) tips paid in any medium other than cash;
(B) cash tips received by an employee in any calendar

month in the course of his employment by an employer unless
the amount of such cash tips is $20 or more;

(13) any payment or series of payments by an employer to an
employee or any of his dependents which is paid—

(A) upon or after the termination of an employee's em-
ployment relationship because of (i) death. (ii) retirement
for disability, or (iii) retirement after attaining an age speci-
fied in the plan referred to in subparagraph (B) or in a pen-
sion plan of the employer, and

(B) under a plan established by the employer which makes
provision for his employees generally or a class or classes of
his employees (or for such employees or class or classes of
employees and their dependents),

other than such payment or series of payments which would have
been paid if the employee's employment relationship had not been
so terminated;

(14) any payment made by an employer to a survivor or the
estate of a former employee after the calendar year in which such
employee died; (or]

(15) any.payment made by an employer to an employee, if at
the time such payment is made such employee is entitled to dis-
ability insurance benefits under section 223(a) of the Social
Security Act and such entitlement commenced prior to the calen-
dar year in which such payment is made, and if such employee did
not perform any services for such employer during the period for
which such payment is mad4.] ; or

(16) renwration paid by an orqaniction exempt from in-
come tox under section 501(a) (other than an organization de-
scribed in section 401(a)) or under section 5921 in ani,' calendar
year to an emlo,ee for service rendered in the employ of such
orqaniation, if the remuneration paid in such year by the organ-
ation to the enp7oyee for such service i8 less than $100.

(b' EMPLOYMEXT.—FOr nurposes of this chapter, the term "employ-
ment" means any service, of whatever nathre. performed either (A) by
n employee for the person employing him, irrespective of the citize.n-
ship or residence. of either, (i) within t.hc'. United States, or (ii) on or in
connection with an Amreican vessel or American aircraft under a con-
tract of service which is entered into within the United States or dur-
ing the performance 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
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when outside the United States, or (B) outside the United States by
a citizen of the United States as an employee for an American em-
ployer (as defined in subsection (h)) ; except that 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 a mended (7 U.S.C. 1461—1468), or
(B) 'awfully 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 temporary basis to
perform agricultura' 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 21 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 em-
ployer, performed by an individual in the employ of his son
r daughter; except that the provisions of this subparagraph
shall not be applicable to such domestic service if—

(i) the employer is a surviving spouse or a divorced
individual and has not remarried, or has a spouse living
in the home who has a mental or physical condition which
results in such spouse's being incapable of ciring for a
son, daughter, stepson, or stepdaughter (referred to in
clause (ii)) for atleast4 continuous weeks in the calendar
quarter in which the service is rendered, and

(ii) a son, daughter, stepson, or stepdaughter of such
employer is living in the home., and

(iii) the son, dau.hter, stepson, or stepdaughter (re-
ferred to in clause (ii)) has not attained age 18 or has a
mental or physical condition which requires the personal
care and supervision of an adult for at 'east 4 continuous
weeks in the calendar quarter in which the service is
rendered;

(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) tlw. individual is employed
on and in connectioi with such vessel or aircraft., when outside the
ETniteci 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 3111 by virtue of any provision of law which
specifically refers to such section (or the corresponding section
of prior law) in rantin sich exemption;(6 (A') service performed in the employ of the TTnited States
or in the emnlov of any instrumentality of the. TTnite.d States, if
such service i covered by a retirement system established by a law
of the United States:
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((B) service performed by an individual in the employ of

an instrumentality of the United States if such an instrunen-
tality 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 instrumentality; except that the provisions of this sub-
paragraph shall not be applicable to—

((i) service performed in the employ of a corporat.ion
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 cooperatives, a Federal land bank association, a pro-
duction credit association, 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 Commodity
Stabilization Service;

((iv) 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 of the Secretary of Defense, at installations
of the Department of Defense for t.he comfort, pleasure.
contentment, and mental and physical improvement of
personnel of such Department; or

((v) service performed by a civilian employee, not
compensa)ted from funds appropriated by the Congress,
in the Coast Guard Exchnes or other activities, con-
ducted by an instrumentlitv of the United States sub-
ject to the jurisdiction of the Secretary of Transporta-
t.ion, at installations of the Coast Guard for the comfort,
pleasure, contentment. and mental and physical improve-
ment of personnel of the Coast Guard;

1(C) service performed in the employ of the United States
or in the employ ofny instrumentality of the United States,
if such service is performed—

((i) as the Prpsiclent i'r 1Tie Presidpnt of the United
States or as a Member, Delegate, or Resident Commis-
sioner of or to the Congress;

r(ii' in the legislative branch:
[(iii' in a nenal institution of the United States by an

inmate thereof;
((iv) by any indivicliinl s an emnlovee included un-

der section5351(2) of title. 5. TTnite.cl States Code (relat-
ing to certain interns. studnt nurses. and ether student
employees of hospitals of the Federal Government)
other than s a mec1il or dental intern or a medical or
dental resident. in trininp:

((v) by any individual as an employee serving on a
temnorarv hRsis in case of fire, storm, earthquake, floods
or other similar emergency; or



267

((vi) by any individual to whom subchapter III of
chapter 83 of title 5, United States Code, does not apply
because such individual is subject to another retirement
system (other than the retirement system of the Ten-
nessee Valley Authority) ;]

[(7) service performed in the employ of a State, or any political
subdivision thereof, or any instrumentalty 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 which, under subsection (j), constitutes cov-
ered transportation service,

((B) service in the employ of the Government of Guam or
the Government of American Samoa or any political subdivi-
sion thereof, or of any instrumentality of any one or more of
the foregoing which is wholly owned thereby, performed by
an officer or employee thereof (including a member 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
employee 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
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,

((C) service performed, in the employ of the District oif
Columbia or any instrumentality 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 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 5351(2) of title 5. United States Code (relating to
certain interns, student nurses, and other student em-
ployees of hospitals of the District of Columbia Govern-
ment), 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 aboard, committee. or council of
District of Columbia, paid on a per diem, meeting, or
other fee basis, or

D) service performed in the employ of the Government
of iuarn (or any instrumentality which is wholly owned by
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such Government.) by an employee propeIy classified as a
temporary or intermittent employee, if such Eervice is not cov-
ered by retirement system established by a law of Guam;
except that (i) the provisions of this subparagraph shall not
be applicable to services performed by an elected official or a
member of the legislature or in a hospital or penal institution
by a patient or inmate thereof, and (ii) for purposes of this
subparagraph, clauses (i) and (ii) of subparagraph (B) shall
apply;]

((8) (A)] (5) service performed by a duly ordained, commis-
sioned, oi licensed minister of a church in the exercise of his mm-
istry or by a rnembe.r of a religious order in the exerce of duties
required by such order, except that this (subparagraph] ara-
graph shall not apply to service performed by a member of such
an order in the exercise of such duties, if an election of coverage
under subsection (r) is in effect with respect. to such order, or with
respect to the autonomous subdivision thereof to which such mem-
ber belongs;

((B) service performed in the employ of a religious,
charitable, educational, or other organization (leEcrihed in
section 501 (c) (3) which is exempt from income tax tinder
section 501 (a), but this subparagraph shall not. apply to serv-
ice performed during the period for which certificate, filed
pursuant to subsection (k) (or the corresponding subsection
of prior law) or deemed to have been so filed under paragraph
(4) or (5) of such subsection, is in effect if such service is
performed by an employee—

((i) w'hose signature appears on the list filed (or
deemed to have been filed) by such organization under
subsection (k) (or the corresponding subsection of prior
law),

((ii) who became an employee of such organization
after the ca'endar quarter in which the cc'rtificate (other
than a certificate referred to in clause (iii)) was filed (or
deemed to have been filed) ,or

((iii) who, after the. calendar quarter in which the cer-
tificate was filed (or deemed to have been filed) with re-
spectto a group described in section 3121(k) (1) (E). be-
came a member of such group,

(except that this subparagraph shall apply with repect to service
performed by an employee as a member of a group described in section
i121 (k) (1) (E) with respect to which no certificate is (or is (leemeci to
be) in effect;]

((9)] (6) service performed by an individual as an employee
or employee 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 section
501 (a) (other than an organization described in section 401 (a))
or under section 521, if the remuneration for such service is less
than $50;

((Bservice] (7) service performed in the employ of—
L (i)] (A) a school, college, or university, or
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[(ii)] (B) an organization described in section 509(a)
(3) if the organization is organized, and at all times
thereafter is operated, exclusively for the benefit of, to
perform the functions of, or to carry out the purposes of
a school, college, or university an is operated, super-
vised, or controlled by or in connection with such school,
college, or university [ unless it is a school, college, or
university of a State or a political subdivision thereof
and the services performed in its employ by a student
referred to in section 218(c) (5) of the Social Security
Act are covered under the agreement between the Secre-
tary of Health, Education, and Welfare and such State
entered into pursuant to section 218 of such Act;

if such service is performed by a student who is enrolled an
regularly attnding classes at such school, college, or
university;];

[(11)] (8) service performed in the employ of a foreign gov-
ernment (including service as a consular or other officer or em-
plo ee or a nondiplomatic representative);

(12)] (9) service performed in the employ of an instru-
mentality 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 wit.h respect to
similar service performed in the foreign country by employees
of the United States Government and of instrumentalities
thereof;

[(13)] (10) service performed as a student nurse in the employ
of a hospital or a nurses' training school by an individual who is
enrolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law;

[(14)1 (11) (A) service performed by an individual un4er th
age of 18 in the delivery or distribution of newspapers or shop.'
ping 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
or, sale of newspapers or magazines to ultimate consumers,
under an arrangement under which the newspapers or maga-
zines 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:

F(15)] (1) service performed in the employ of an interp°
tional organization;

[(16)] (iS) service performed by an individual under an ar-
rangement with the owner or tenant of land pursuant to which—
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(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 agricultural or horticultural commodities pro-
duced by such individual, or the proceeds therefrom, are to
be divided between such individual and such owner or tenant,
and

(0) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

[(17)] (14) service in the em by of any organization which is
performed (A) in any [quarter year during any part. of which
such organization is registered, or there is in effect a final order
of the Subversive Activities Control Board requiring such organi-
zation to register, under the Internal Security Act of 1950, as
amended, as a Communist-action organization, a Communist-
front organization, or a Communist-infiltrated organization, and
(B) after June 30, 1956;

[(18)] (15) service performed in Guam by a resident of the
Republic of the Philippines while in Guam on a temporary basis
as a nonimmigrant alien admitted to Guam pursuant to section
101(a)(15(H)(ii) of the Immigration and Nationality Act (8
U.S.C. 11O1(a) (15) (H) (ii));

[(19)]( 11$) service which is performed by a nonresident alien
individual for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of
section 101(a) (15) of the Immigration and Nationality Act, as
amended, and which is performed to carry out the purpose speci-
fied in subparagraph (F) or (J), as the case may be; or

[(20)] (17) service performed by an individual on a boat en-
gaged in catching fish or other forms of aquatic animal life under
an arrangement with the owner or operator of such boat pursuant
to which—

(A) such individual does not receive any cash remunera-
tion (other than as provided in subparagraph (B)),

(B) such individual receives a share of the boat's (or the
boats' in the case of a fishing oneration involving more than
one boat) catch of fish or other forms of aquatic animal life or
a share of the proceeds from the sale of such catch, and

(C) the amount of such individual's share depends on the
amount of the boat's (or the boats' in the case. of a fishing
operation involving more than one boat) catch of fish or
other forms of aquatic animal life,

but only if the operating crew of such boat (or each boat from
which the individual receives a share in the case. of a fishing
operation involving more than one boat) is normally made up of
fewer than 10 individuals.

(c INCLUDED AND EXCLUDED SERVTCE.—For nurposes of this chap-
ter, if t1- services nerformed during one-half or more of any pay
period b's? an employee, for the nerson employing him constitute em-
ployment, all the services of mh mplovee for such period shall be
deemed to be employment; but if the services performed during more
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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 31 consecutive days) for which a payment of remunera-
tion is ordinarily made to the employee by the person employing him.
This subsection ,shall not be applicable with respect to services per-
formed in a pay period by an employee for the person emplying him,
where any of such service is excepted by subsection (b)[9] (6).

* * * * * * *

(g) AGRICULTURAL LAB0R.—For purposes of this chapter, 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 rais-
ing, shearing, feeding, caring for, training, and management of
livestock, 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 an
commodity defined as an aricultural commodity in section 15 (g
of the Agricultural Marketing Act, as amendd (12 U.S.C. 1141)),
or in connection with the ginning of cotton, or in connection with
the operation or maintenance of ditches, canals, reservoirs, or wa-
terways, 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 opera-
tor 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 a co-operative organization) in the performance of serv-
ice described in subparagraph (A), but only if such operators
produced all of the commodity with respect to which such
service is performed. For purposes of this subparagraph, any
unincorporated group of operators shall be deemed a coopera-
tive organization if the number of operators comprising such
group is more than 20 at any time during the calendar (quar-
ter] year in which such service is performed;

(C) the provisions of subparagraphs (A) and (B) shall
not be deemed to be applicable with respect to service per-
formed in connection with commercial canning or commercial
freezing or in connection with any agricultural or horticul-
tural commodity after its delivery to a terminal market for
distribution for consumption; or
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(5) on a farm operated for profit if such service is not in the

cours& of the employer's trade or business or is domestic service
m a private home of the employer.

As used in this subsection, the term "farm" includes stock, dairy, poul-
try, fruit, fur-bearing animal, and truck farms, plantations, ranches,
nurseries, ranges, greenhouses or other similar structures used pri-
marily for the raising of agricultural or horticultural commodities,
and orchards.

* * * * * * *

((j) CovEi TRANSPORTATION SEkvICE.—For purposes of this
chapter—

((1) EXISTING TRANSPORTATION SYSTEMS—GENERAL RTLJLE.—EX-
cept as provided in in paragraph (2), all service preformed 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) EXISTING TRANSPORTATION SYSTEMS—CASES IN WHICH NO
TRANSPORTATION EMPLOYEES, OR ONLY CERTAIN EMPLOYEES, ARE
COvERED.—.-Service performed in the employ of a State or political
subdivision in connection with the operation of its public trans-
portation system shall not constitute covered transportation serv-
ice if—

((A) any part of the transportation system was acquired
from private ownership after 1936 and prior to 1951, and sub-
stantially all service in connection with the operation of the
transportation system was, on December 31, 1950, covered
under a general retirement 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 ac-
quired from private ownership after 1936 and prior to 1951;

except that if such State or political subdivision makes an acquisi-
tion after 1950 from private ownership of any part of its trans-
portation system, then, in the case of any employee who—

((C) became an employee of such State or political sub-
division in connection with and at the time of its acquisition
after 1950 of such part, and

((D) prior to such aiouisition rendered service in employ-
ment (including as employment service covered by an agree-
ment under section 218 of the Social Security Act) iii con-
nection 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, comrnencin 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 servicc of such
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empioyee is covered by a general retirement system which does
not, with respect to such employee, contain special provisions ap-
plicable only to employees described in subparagraph (C).

((3) TRANSPORTATION SYSTEMS ACQtJIRED AF'FER 1950.—All
service performed in the employ of a State or political subdivi-
sion thereof in connection with its operation of a public trans-
portation system shall constitute covered transportation service
if the transportation system was not operated by the State or
political subdivision prior to 1951 and, at the time of its first ac-
quisition (after 1950) from pvivate ownership of any part of its
transportation system, the State or political subdivision did not
have a general retirement system covering substantially all serv-
ice performed in connection with the operation of the transporta-
tion system.

((4) DEFINITI0NS.—For purposes of this subsection—
((A) The term "general retirement system" means any pen..

sion, annuity, retirement, or similar fund or system estab
lishedby a State or by a political subdivision thereof for em
ployees of the State, political subdivision, or both; but such
terms shall not include such a fund or system which covers
only servi"e performed in positions connected with the opera-
tion of its public transportation system.

((B) A transportation system or a part thereof shall be
considered to have been acquired by a State or political sub-
division from private ownership if prior to the acquisition
service performed by employees in connection with the opera-
tion of the system or part thereof acquired constituted em-
ployment under this chapter or subchapter A of chapter 9 of
the Internal Revenue Code of 1939 or was covered by an
agreement made pursuant to section 218 of the Social Secur-
ity Act and some of such employees became employees of the
State or political subdivision in connection with and at the
time of such acquisition.

((C) The term "political subdivision" includes an instru-
mentality of—

((i) a State,
r(ii) one or more political subdivisions of a State, or
((iii) a State and one or more of its political

subdivisions.]
(k) EXEMPTION OF RELIGIOtIS, CHARITABLE, AND CERTAIN OTHER

ORGANIZATIONS.—
(1) WAIVER OF EXEMPTION BY ORGANIZATION.—

(A) An organization described section 501 (c) (3) which is
exempt from income tax under section 501(a) may file acer-
tificate (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-
lished by title II of 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, ad-
dress, and social security account number (if any) of each
employee (if any) who concurs in the filing of the certificate.
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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 prescribed
official a supplemental list or lists containing the signature,
address, and social security account number (if any) of each
additional employee who concurs in the filing of the certificate.
The list and any supplemental list shall be filed in such form
and manner as may be prescribed by regulations made under
this chapter.

(B) The certificate shall be in effect (for purposes of sub-
section (b) (8) (B) and for purposes of section 210(a) (8) (B)
of the Social Security Act) for the period beginning with
whichever of the following may be designated by the
organization:

(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 the certificate is filed, ex-
cept that such date may not be earlier than the first day
of the twentieth calendar quarter preceding the quar-
ter in which such certificate is filed.

(C) In the case of servic8 performed by an employee whose
name appears on a slipplemental 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 sub-
section (b) (8) (B) and for purposes of section 210(a) (8) (B)
of the Social Security Act) only with respect to service per-
formed by such individual for the period beginning with the
first day of the calendar quarter in which such supplemental
list is filed.

(D) (The period Subject to subparagraph (G), the pe-
riod 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 cal-
endar quarter, upon giving 2 years' advance notice in writ-
ing, 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 or-
ganization by giving, prior to the close of the calendar quar-
ter 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) em-ploys both individuals who are in positions covered by a pen-
sion, annuity, retirement, or similar fund or system estab-lished by a State or by a political subdivision thereof and
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individuals who are not in such positions, the organization
shall divide its employees into two separate groups. One
group shall consist of all employees who are in positions cov-
ered by such a fund or system and (i) are members of such
fund or system, or (ii) are not members of such fund or sys-
tem but are e'Iigible to become members thereof; and the
other group shall consist of all remaining employees. An
organization which has so divided its employees into two
groups may file a certificate pursuant to subparagraph (A)
with respect to the employees in either group, or may file a
eparate certificate pursuant to such subparagraph with re-
spect to the employees in each group.

(F) If a certificate filed. 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 fail-
ure to file tax return or pay tax), 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 ealendar month following the cal-
endar quarter in which the certificate 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) No period for which a certificate i8 effective may be
terminated under subparagraph (D) or paragraph () un-
less the applicable advance notice referred to in siwh sub-
paragraph Or paragraph ia given on or before Septeimber 13,.
1977.

(2) TERMINATION OF WAIVER PERIOD BY 5ECRETARY.(If] Sub-
ject to paragraph (1) (G), if the Secretary 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
applicable with respect to the taxes imposed by this chapter, the
Secretary shall give such organization not less than 60 days' ad-
vance notice in writing that the period covered by such certificate
will terminate at the end of the calendar quarter specified in such
notice. Such notice of termination may lo revoked by the Secre-
tary by giving, prior to the close of the calendar quarter specified
in the notice of termination, written iotice 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 wAIvER.—In the event the period covered
by a certificate filed pursuant to this subsection or the correspond-
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ing subsection of prior law is terminated by the organization, no
certificate may again be filed by such organization pursuant to
this subsection.

(4) CONSTRUCTIVE FILING. OF CERTIFICATE WHERE NO REFUND OR
CREDIT OF TAXES HAS BEEN MADE.—

(A) In any case where—
(i) an organization described in section 501(c) (3)

which is exempt from income tax under section 501(a)
has not filed a a valid waiver certificate under paragraph
(1)of this subsection (or under the corresponding pro-
vision of prior law) as of the date of the enactment of
this paragraph or any subsequent date, but

(ii) the taxes imposed by sections 3101 and 3111 have
been paid with respect to the remuneration paid by such
organization to its employees, as though such a certifi-
cate had been filed, during any period (subject to sub-
paragraph (B) (i) of not less than three consecutive
calendar quarters',

such organization shall be deemed (except as provided in sub-
paragraph (B) of this paragraph) for purposes of subsection
(b) (8) (B) and section 210(a) (8) (B) of the Social Security Act,
to have filed a valid waiver certificate under paragraph (1) of
this subsection (or under the corresponding provision of prior
law) on the first day of the period described in clause (ii) of this
subparagraph effective on the first day of the calendar quarter
in which such period began, and to have accompanied such cer-
tificate with a list containing the signature, address, and social
security number (if any) of each employee with respect to whom
the taxes described in such subparagraph were paid (and each
such employee shall be deemed for such purposes to have con-
curred in the filing of the certificate).

(B) Subparagraph (A) shall not apply with respect to any
organization if—

(i) the period referred to in clause (ii) of such sub-
paragraph (in the case of that organization) terminated
before the end of the earliest calendar quarter falling
wholly or partly within the time limitation (as defined
in section 205(c) (1) (B) of the Social Security Act) im-
mediately preceding the date of the enactment of this
paragraph, or

(ii) a refund or credit of any part of the taxes which
were paid as described in clause (ii) of such subpara-
graph with respect to remuneration for services per-
formed on or after the first day of the earliest calendar
quarter falling wholly or partly within the time limita-
tion (as defined in section 205(c) (1) (B) of the Social
Security Act) immediately preceding the date of enact-
ment of this paragraph (other than a refund or credit
which would have been allowed if a valid waiver certifi-
cate filed under paragraph (1) had been in effect) has
been obtained by the organization or its employees prior
to September 9, 19'76.
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(5) CONSTRUCTIVE FILING OF CERTIFICATE WHERE REFUND OR CREDIT
HAS BEEN MADE AND NEW CERTIFICATE IS NOT FILED.—In any case
where—

(A) an organization described in section 501 (c) (3) which
is exempt from income tax under section 501(a) would be
deemed under paragraph (4) of this subsection to have filed
a valid waiver certificate under paragraph (1) if it were
not excluded from such paragraph (4) (pursuant to sub-
paragraph (B) (ii) thereof) because a refund or credit of all
or a part of the taxes described in paragraph (4) (A) (ii) was
obtained prior to September 9, 1976; and

(B) such organization has not, prior to the expiration of
180 days after the date of the enactment of this paragraph,
filed a valid waiver certificate under paragraph (1) which is
effective for a period beginning on or before the first day of
the first calendar quarter with respect to which such refund
or credit was made (or, if later, with the first day of the
earliest calendar quarter for which such certificate may be in
effect under paragraph (1) (B) (iii)) ind which is accom•
panieci by the list described in paragraph .(1) (A),

such organization shall be deemed, for purposes of subsection
(b) (8) (B) and section 210(a) (8) (B) of the Social Security Act,
to have filed a valid waiver certificate under paragraph (1) of
this subsection on the 181st day after the date of the enactment
of this paragraph, effective for the period beginning on the first
day of the first calendar quarter with respect to which the refund
or credit referred to in subparagraph (A) of this paragraph was
made (or, if later, with the first day of the earliest calendar
quarter falling wholly or partly within the time limitation (as
defined in section 205 (c) (1) (B) of the Social Security Act) im-
mediately preceding the date of the enactment of this paragraph),
and to have accompanied such certificate with a list containing
the signature, address, and social security number (if any) of
each employee described in subparagraph (A) of paragraph (4)
including any employee with respect to whom taxes were refunded
or credited as described in subparagraph (A) of this paragraph
(and eac.h such employee shall be deemed for such purposes to
have concurred in the fihin of the certificate'). A certificate which
is deemed to have been Med by an organization on such 181st day
shall supersede any certificate which may have been actually filed
by such oranization prior to that day except to the extent pre-
scribed by the Secretary.

(6') APPLICATION OF CERTAIN PROVISIONS TO CASES OF CONSTRUC-
TtVE FILING.—All of th provisions of this subsection (other than
subparranhs (B'. (F'), and (H') of paragraph (1, including
the provisions requiring payment of taxes under sections 3101
and 3111 with resnett to the services involved, shall apply with
respect to any certifite. whi'h is deemed to h.ve been filed by
an or?anizRt.ion on iiv day urder paragraph (4 or (5), in the
same wav thv would apply if the certificate. had been actually
filed on that day under paragraph (1); except that—
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(A) the provisions relating to the filing of supplemental
lists of concurring employees in the third sentence of para-
graph (1) (A), and in paragraph (1) (C), shall apply to the
extent prescribed by the Secretary;

(B) the provisions of paragraph (1) (E) shall not.apply
unless the taxes described in paragraph (4) (A) (ii) were
paid by the organization as though a eparate certificate had
been filed with respect to one or both of the groups to which
such provisions relate; and

(C) the action of the organization in obtaining the refund
or credit described iii paragraph (5) (A) shall not be con-
sidered a termination of such organization's coverage period
for purposes of paragraph (3). Any organization which is
deemed to have filed a waiver certificate. under paragraph
(4) or. (5) shall be considered for purposes of section 3102
(b) to have been required to deduct the taxes imposed by
section 3101 with respect to the services involved.

(7) BOTH EMPLOYEE AND EMPLOYER TAXES PAYABLE BY ORGANI-
ZATION FOR RETROACTIVE PERIOD IN CASES OF CONSTRUCTIVE FILING.—
Notwithstanding any other provision of this chapter, in any case
where an organization described in paragraph (5) (A) has not
filed a valid waiver certificate under paragraph (1) prior to the
expiration of 180 days after the date of the enactment of this
paragraph and is accordingly deemed under paragraph (5) to
have filed such a certificate on the 181st day after such date, the
taxes due under section 3101, with respect to services constituting
employment by reason of such certificate for any period prior to
the first day of the calendar quarter in which such 181st day
occurs (along with the taxes due under section 3111 with respect
to such services and the amount of any interest paid in connection
with the refund or credit described inpararaph (5) (A)) shall be
paid by such organization from its own funds and without any
deduction from the wages of the individuals who performed such
services; and those individuals shall have no liability for the
payment of such taxes.

(8) EXTENDED PERIOI) FOR PAYMENT OF TAXES 'OR RETROACTIVE
COVERAGE.—Not.withstanding any other provision of this title, in
any case where an organization described in paragraph (5) (A)
files a valid waiver certificate under paragraph (1) by the end of
the 180-day period following the date of the enactment of this
paragraph as described in paragraph (5) (B), or (not having
filed such a certificate within that period) is deemed under para
graph (5) to h&ve filed such a certificate on the 181st day follow-
ing that date, the taxes due under sections 3101 and 3111 with
respect to services constituting employment by reason of such
certificate for any period prior to the first day of the calendar
quarter in which the date of such filing or constructive filing
occurs may be paid in installments over an apnropriate period of
time, as determined under regulations prescribed by the Secre-
tary, rather than in a lump sum.
* * * * * * *
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(m) SERVICE IN THE UNIFORMED SERVICE.—FOr purposes of this

chapter—'
((1) INCLUSION OF SERVICE.—The term "employment" shall,

notwithstanding the provisions of subsection (b) of this section,
include service performed by an individual as a member of a uni-
formed service on active duty; but such term shall not include
any such service which is performed while on leave without pay.]

(1) INCLtJ5I0N OF sERvICE.—The term "employment" shall in-
clude service (other than service performed while on leave with-
out pay) which is performed by an individual as a member of a
uniformed service on active duty after December 1956.

(2) AC'rrv Dtrry.—The term "active duty" means "active duty"
as descibed in section 102 of the Servicemen's and Veterans' Sur
vivor Benefits Act, except that it shall also include "active duty
for training" as described in such section.

(3) INACTIVE DtJTY TRAINING.—The term "inactive duty train
ing" means "inactive duty training" as described in such section
102.

* * * * * * *

(p) PEACE CORPS VOLtJNTEER SRVICE.—FOr purposes of this chap-

ter, the term "employment" shall (, not withstanding the provisions of
subsection ('b) of this section,] include service performed by an in-
dividual as a volunteer or volunteer leader within the meaning of the
Peace Corps Act.

* * * * * * *

(r) ELECTION OF COVERAGE BY REr1oIous ORDERS.—

(1) CERTIFICATE OF ELECTION BY ORDER.—A religious order
whose members are required to take a vow of poverty, or any
autonomous subdivision of such order, may file a certificate (in
such form and manner, and with such official, as may be prescribed
by regulations under this chapter) electing to have the insurance
system established by title II of the Social Security Act extended
to services performed by its members in the exercise of duties re-
quired by such order or such subdivision thereof. Such certificate
of election shall provide that—

(A) such election of coverage by such order or subdivision
shall be irrevocable;

(B) such election shall apply to all current and future
members of such order, or in the case of a subdivision thereof
to all current and future members of such order who belong
to such subdivision;

(C) all services performed by a member of such an order
or subdivision in the exercise of duties required by such order
or subdivision shall be deemed to have been performed by
such member as an employer of such order or subdivision;
and

(D) the wages of each member, upon which such order or
subdivision shall pay the taxes imposed by sections 3101 and
3111, will be determined as provided in subsection (i) (4).

() DEFINiTION OF MEMBER.—FOr purposes of this subsection,
a member of.a religious order rñeans any individual who is subject.
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to a vow of poverty as a member of such order and who performs
tasks usually required (and to the extent usually required) of an
active member of such order and who is not considered retired
because of old age or total disability.

(3) ETECTIVE DATE FOR ELECTION.—(A) A certificate of elec-
tion of coverage shall be in effect, for purposes of subsectionf(b)(8)(A)] (b)(5) and for purposes of [210(a)(8)(A)]
lO(a) (5) of the Social Security Act, for the period beginning
with whichever of the following may be designated by the order
or subdivision thereof:

(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 the certificate is filed, except
that such date may not be earlier than the first day of the
twentieth calendar quarter preceding the quarter in which
such certificate is filed.

'Whenever a date is designated under clause (iii), the election shall
apply to services performed before the quarter in which the certificate
is filed only if the member performing such services was a memberat the time such services were performed and is living oh the first day of
the quarter in which such certificate is filed.

(B) If a certificate of election filed pursuant to this sub-
section is effective for one or more calendar quarters prior to
the quarter in which such 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 re-
sulting from the filing of such certificate shall be the
last day of the calendar month following the calendar
quarter in which the certificate 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.

(4) COORDINATION WITH COVERAGE OF LAY EMPLOYEES.—Notwith-
standing the preceding provisions of this subsection, no certificate
of election shall become effective with respect to an order or sub-
division thereof, unless—

(A) if at the time the certificate of election is filed a certi-
cate of waiver of exemption under subsection (k) is in effect
with respect to such order or subdivision, such order or sub-
division amends.such certificate of waiver of exemption( in
such form and manner as may be prescribed by regulations
made under this chapter) to provide that it may not be
revoked, or

(B) if at the time the certificate of election is filed a certi-
ficate of waiver of exemption under such subsection is not in
effect with respect to such order or subdivision, such order or
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subdivision files such certificate of waiver of exemption under
the provisions of such subsection except that such certificate of
waiver of exemption cannot become effective at a later date
than the certificate of election and such certificate of waiver
of exemption must. specify that such certificate of waiver of
exemption may not be revoked. The certificate of waiver of
exemption required under this subparagraph shall be filed
notwithstanding the provisions of subsection (k) (3).

(s) SPECIAL RULE FOR DRT,,'RMJNING WAG,,'S SURJWT To EMPLOYER

TAX IN CASE OF CERTAiN EMPLOY,'RS Wiios,,' EMi'Los Rc,'iv,' IN-
COME FRo.f Tips.—If the 'wages paid by an employer with respect to
the ernploment during any month of an individual who (for services
performed in co'n.iwction with such empioyinent) receives tips which.
con8titute wages, and to which section 31O(a) applies, are less than
the total anwunt which i.oould be payable (with respect to such em:
ployment) at the minimum 'wage rate applicable to siwh individua/
vndei' section 6(a) (1) of the Fair Labor Standards Act of 1938 (deter
imi'ned without reqard to section 3(m) of such Act), the wa.ge so paid
shall be deemed for purposes of section 9111 to be equal to such totaZ
amount.

* * * * * *

SEC. 3124. ESTIMATE OF REVENUE REDUCTION.
The Secretary at intervals of not longer than 3 years shall estimate

the reduction in the amount of tames collected under this chapter by
reason of the operation of section 3l1f(b) (9)J(b) (6) and shall in-
clv4e such estimate in his annual report.
SEC. 3125. INCREASE IN TAX RATES TO ASSURE REPAYMENT OF

LOANS MADE TO TRUST FUNDS.
Whenever an appropriation has been made under section O1(j) (1)

of the Social Security Act for loan8 to the Federal Old-Age and Sur-
ivors Insurance Trust Fund or the Federal Disability In8urance
Trust Fund, and section O1 (j) () of such Act applies with respect to a
succeeding calendar year, each of the rates of tace which would other-
wise be effective under sectio?8 31O1(a and 3111(a) with respect to
waqes received or paid in the second calendar year after such succeed-
ing year shall be increased by 0.10 percent, and the rate or rates of
tax which would othernise be effective under section 1401(a) with re-
spect to taxable years beginning in the second year after such succeed-
ing year shall be increa8ed by 0.15 percent.
SEC. 3126. RETURNS IN TIlE CASE OF STATE AND LOCAL GOVERN-

MENTAL EMPLOYEES.
In the ca.se of the tames imposed by this chapter with respect to

services performed in the emploi,, of a State or any political subdivision
thereof, or in the employ of any in8trumentality of a State or political
subdivision thereof which is wholly owned thereby, the return and pay-
ment of the taxes may be made by the Gover'iwr of such State or such
agents a lie may designate. The person making such return maj, for
convenience of adminiBt ration, make payments of the tax imposed by
section 3111 with respect to such servie without regard to the contri-
bution and ben4t ba$e limitation in section 31l(a) (1).
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SEC. (3125.] 3127. RETURNS IN THE CASE OF GOVERNMENTAL EM-
PLOYEES IN GUAM, 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
the Government of Guam or any political subdivision thereof or of any
instrumentality of any one or more of the foregoing which is wholly
owned thereby, and those imposed on such Government or political sub-
division 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 may, for convenience
of administration, make payments of the tax imposed under section
3111 with respect to the service of such individuals without regard to
the contribution and benefit base limitation in section 3121(a) (1).

(b) AMERICAN SAMOA.—ThO return and payment of the taxes im-
posed by this chapter on the income of individuals who are officers or
employees of the Government 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, 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
American Samoa or by such agents as he may designate. The person
making such return may, for convenience of administ.ration, make pay-
ments of the tax imposed under section 3111 with respect to the service
of such individuals without regard to the contribution and benefit base
limitation in section 3121 (a) (1).

(c) DISTRICT OF C0LUMBIA.—In the case of the taxes imposed by this
chapter with respect to service performed in the employ of the District
of Columbia or in th employ of any instrumentality which is wholly
owned thereby, the return and payment of the taxes may be made by
the Mayor of the District of Columbia or such agents as he may desig-
nate. The person making such return may. for convenience of adminis-
tration, make payments of the tax imposed by section 3111 with respect
to such service without regard to the contribution and benefit base
limitation in section 3121(a) (1).
SEC. (3126.] 3128. SHORT TITLE.

This chapter may be cited as the "Federal Insurance Contributions
Act."

* * * * * * *

Subtitle F—Procedure and Administration
* * * * * * *

CHAPTER 61—INFORMATION AND RETURNS
* * * * * *

Subchapter A—Returns and RecordS
* * * * * * *



PART Ill—INFORMATION RETURNS

* * * * * * *

Subpart C—Information Regarding Wages Paid Employees

* * * * * * *

SEC. 6051. RECEIPTS FOR EMPLOYEES.
(a) REQUIREMENT.—EVery person required to deduct and withhold

from an employee a tax under section 3101 or 3402, or who would have
been required to deduct and withhold a tax under section 3402 (deter-
mined without regard to subsection (n)) if the employee had claimed
no more than one withholding exemption, or every employer engaged
in a trade or business who pays remuneration for services performed
by an employee, including the cash value of such remuneration paid in
any medium other than cash, shall furnish to each employee in respect
of the remuneration paid by such person to such employee during the
calendar year, on or before January 31 of the succeeding year, or, if his
employment is terminated before the close of such calendar year, on
the day on which the last payment of remuneration is made, a written
statement showing the following:

(1) the name of such person,
(2) the name of the employee (and his social security account

number if wages as defined in section 3121 (a) have been paid),
(3) the total amount of wages as defined in section 3401(a),
(4) the total amount deducted and withheld as tax under section

3402,
(5) the total amount of wages as defined in section 3121(a),

and
(6) the total amount. deducted and withheld as tax under sec-

tion 3101.
in the case of compensation paid for service as a member of a uni-
formea service, the statement shall show, in lieu of the amount re-
quired to be shown by paragraph (5), the total amount of wages
as defined in section 3121(a), computed in accordance with such sec-
tion and section 3121(i) (2). In the case of compensation paid for
service as a volunteer or volunteer leader within the meaning of the
Peace Corps Act, the. statement shall show, in lieu of the amount re-
quired to be shown by paragraph (5), the total amount of wages as
defined in section 3121(a), computed in accordance with such section
and section 3121(i) (3). In the case of tips received by an employee in
the course of his employment, the amounts required to be shown by
paragraphs (3) and (5) shall include only such tips as are included in
statements furnished to the employer pursuant to section O53(a). The
anwunts required to be shown by varagrajh (5) shall not incinde
wages which are exempted pursuant to sections 3101(c) and 3111(c)
from the taxes vinposed by section 3101 and 3111.

* * * * * * *.

CHAPTER 63—ASSESSMENT

* * * * IC * *
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Subchapter A—In General
* * * * * * *

SEC. 6205. SPECIAL RULES APPLICABLE TO CERTAIN EMPLOYMENT
TAXES.

(a) ADJUSTMENT OF TAX.—
(1) GENERAL RULE.—If less than the correct amount of tax im-

posed by section 3101, 3111, 3201, 3221, or 3402 is paid with respect
to any payment of wages or compensation, proper adjustments,
with respect to both the tax and the amount to be deducted, shall
be 'made, without interest, in such manner and at such times as the
Secretary may be regulation prescribe.

(2) UNITED 5TATES AS EMPL0YER.—For purposes of this subsec-
tion, in the case of remuneration received from the United States
or a wholly-owned instrumentality thereof during any calendar
year, each 'head of a Federal agency or instrumentality who makes
a return pursuant 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 be deemed a separate
employer.

(8) STATE AS E.'d'PLOYER.—For purposes of this subsection, in
the case of reimuneration received during any calendar year from
a State or political subdivision thereof or any in8trumentality
which is wholly owned thereby, the Governor of the State and
each agent designated by hi'im who makes a return pursuant to
8ection 3126 shall be deemed a separate eimployer.

[(3)] (4) GUAM OR AMERICAN 5AMOA AS EMPLOYER.—For pur-
poses of this subsection, in the case of remuneration received dur-
ing any calendar year from the Government of Guam, the Gov-
ernment of American Samoa, a political subdivision of either, or
any instrumentality of any one or more of the foregoing which is
wholly owned thereby, the Governor of Guam, the Governor of
American Samoa, and each agent designated by either who makes
a return pursuant to section [3125] 3J27 shall be deemed a separate
employer.

([(4)] (5) DIsTRICT OF COLUMBIA AS EMPLOYER.—For purposes
of this subsection, in the case of remuneration received during any
calendar year from the District of Columbia or any instrumental-
ity which is wholly owned thereby, the Mayor of the District of
Columbia and each agent designated by him who makes a return
pursuant to section [3125] 3127 shall be deemed a separate
employer.

* * * * * * *

CHAPTER 65—ABATEMENTS, CREDITS, AND
REFUNDS

* * * * * * *

Subchapter B—Rules of Special Application
* * * * * * *
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SEC. 6413. SPECIAL RULES APPLICABLE TO CERTAIN EMPLOYMENT
TAXES.

(a) ADJUSTMENT. OF TAX.—
(1) GENERAL RULE.—If more than the correct amount of tax

imposed by section 3101, 3111, 3201, 3221, or 3402 is paid with re-
spect to any payment of remuneration, proper adjustments, with
respect to both the tax and the amount to be deducted, shall be
made, without interest, in such manner and at such times as the
Secretary may by regulations prescribe.

(2) UNrrI STATE5 A5 EMPLOYER.—FOF purposes of this sub-
section, in the case of remuneration received from the United
States or a wholly-owned instrumentality thereof during any
calendar year, each head of a Federal agency or instrumentality
who makes a return pursuant to section 3122 and each agent, des-
ignated by the head of a Federal agency or instrumentality, who
makes a return pursuant to such section shall be deemed a sep-
arate employer.

(3) STATE AS EMPLOYER.—FOr purposes of thi8 sub8ectiofl, in
the case of renwineration received during aiiy calendar year fron
a State or political 8ubdivi8ion thereof or any in8trumentality
which i8 wholly owneA thereby, the Governor of the State and
each agent designated by hum who makes a return pur8uant to
8ection 3126 shall be deemed a separate employer.

((3)] (4) GUAM OR AMERICAN SAMOA AS EMPLOYER.—FOr pur

poses of this subsection, in the case of remuneration received dur
ing any calendar year from the Government of Guam, the
Government of Amerian Samoa, a political subdivision of either,
or any instrumentality of any one or more of the foregoing which
is wholly owned thereby, the Governor of Guam, the Governor
of American Samoa, and each agent designated by either who
makes a return pursuant to section (3125] 3I7 shall be deemed
a separate employer.

((4)] (5) DISTRIcT OF COLUMBIA AS EMPLOYER,—FOr purposes
of this subsection, in the case of remuneration received during any
calendar year from the District of Columbia or any instrumen-
tality which is wholly owned thereby, the Mayor of the District
of Columbia and each agent designated by him who makes a re-
turn pursuant to section (3125] 3127 shall be deemed a separate
employer.
* * * * * * *

(c) SPECIAL REFUNDS.—
(1) IN GENERAL.—If by reason of an employee receiving wages

from more than one employer during a calendar year the wages
received by him during such year exceed the contribution and
benefit base (as determined under section 230 of the Social Se-
curity Act) which is effective with respect to such year, 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 or sectiOn 3201, or by both such
sections, and deducted from the employee's wages (whether or
not paid to the Secretary), which exceeds the tax with respect
to the amount of such wages received in such year which is equal
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to such contribution and benefit base. The term "wages" as jised
in this paragraph shall, for purposes of this paragraph, include
"compensation" as defined in section 3231(e).

(2.) APPLICABILITY IN CASE OF FEDERAL AND STATE EMPLOYEES,
EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS, AND GOVERNMENTAL
EMPLOYEES IN GUAM, AMERICAN SAMOA, AND THE DISTRICT OF
COLUMBIA.—

(A) FEDERAL EMPLOYEES.—Jn the case of remuneration
received from the United States or a wholly owned instru-
mentality thereof 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 subsection,
be deemed a separate employer, and the term "wages" in-
cludes for purposes of this subsection the amount, not to ex-
ceed an amount equal to the contribution and benefit base (as
determined under section 230 of the Social Security Act) for
any calendar year with respect to which such contribution
and benefit base is effective, determined by each such head
or agent as constituting wages paid to an employee.

(B) STATE EMPLOYEE5.—For purposes of this subsection, in
in the case of remuneration received during any calendar year, the term "wages" includes such remuneration for services
covered by an agreement made pursuant to section 218 of the
Social Security Act as would be wages if such services con-
stituted employment; the term "employer" includes a State
or any political subdivision thereof, or any instrumentality
of any one or more of the foregoing; the term "tax" or "tax
imposed by section 3101" includes, in the case of services
covered by an agreement made pursuant to section 218 of the
Social Security Act, an amount equivalent to the tax which
would be imposed by section 3101, if such services constituted
employment as defined in section 3121; and the provisions
of this subsection shall apply whether or not any amount
deducted from the employee's remuneration as a result of an
agreement made pursuant to section 218 of the Social Security
Act has been paid to the Secretary] from. a State or political
8ubdivi8iOn thereof or any in8truimentaiity which B wholly
owned, thereby, the Governor of the State and each agent
de8qnated by hint who nuikes a retuc'n pursuant to section
S16 8hall be deemed a separate em.ployer.

(C) EMPLOYEES OF CERTAIN F0RErnN C0RPORATI0NS.—For
purposes of paragraph (1) of this subsection, the term
"wages" includes such remuneration for services covered by
an agreement made pursuant to section 3121(1) as would be
wages if such services constituted employment; the term
"employer" includes any domestic corporation which has
entered into an agreement pursuant to section 3121(1'); the
term "tax" or "tax imposed by section 3101;" includes, in the
case of services covered by an agreement entered into pursu-
ant to section 3121 (1), an amount equivalent to the tax which
would be imposed by section 3101, if such services constituted
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employment as defined in section 3121; and the provisions of
paragraph (1) of this subsection shall apply whether or not
any amount deducted from the employee's remuneration as a
reult of the agreement entered into pursuant to section 3121

(1) has ben, paid to the Secretary.
(D) GOVERNMENTAL EMPLOYEES iN OUAM.—In the case of

remuneration received from the Government of Guam or any
political subdivision thereof or from any instrumentality of
any one or more of the foregoing which is wholly owned
thereby, during any calendar year, the Governor of Guam
and each agent designated by 'him who makes a return pur-
suant to section [3125(a)] e91927(a) shall, for purposes of this
subsection, be deemed a separate employer.

(E) GOVERNMENTAL EMPLOYEES iN AMERICAN SAM0A.—In
the case of remuneration received from the Government of
American Samoa or any political subdivision thereof or from
any instrumentality of any one or more of the foregoing
which is wholly owned thereby, during any calendar year..
the Governor of American Samoa and each agent designated
by him who makes a return pursuant to section [3125(b)]
e917(b) shall, for purposes of this subsection, bc deemed a
separate employer.

(F) GOVERNMENTAL EMPLOYEES IN THE DiSTRICT OF COLtJM-
BIA.—In the case of remuneration received from the District;
of Columbia or any instrumentality w'holly owned thereby
during any calendar year, the Mayor of the District of
Columbia and each agent designated by him who makes a
return pursuant to section [3125(c),] e917(C), shall, for
purposes of this subsection, be deemed a separate employer.

(3) APPLICABILITY WITH RESPECT TO COMPENSATION OF EMPLOY"
EES SUBJECT TO THE RAILROAD RETiREMENT TAX ACT.—In the case of
any individual who, during any calendar year, receives wages
from one or more Bmployers and also receives compensation which
is subject to the tax imposd by section 3201 or 3211, such com••
pensation shall, solely for purposes of applying paragraph (1)
with respect to the tax imposed by section 3101(b), be treated as
wages received from an employer with respect to which the tax
imposed by section 3101(b) was deducted.

* * * * * * *

CHAPTER 66—LIMITATIONS
* * * * * * *

Subchapter B—Limitations on Credit or Refund
* * * * * * *

SEC. 6511. LIMITATIONS ON CREDIT OR REFUND.
(a) * * *

* * * * * * *

(d) SPECIAL RULES APPLICABLE TO INCOME TAXES.—
(1) SEVEN-YEAR PERIOD OF LIMITAflON WITH RE8PECT TO BAD DEBTS

AND WORTHLESS SECURITIES.—If the claim for credit or refund re-
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lates to an overpayment of tax imposed by subtitle A on account
of—

(A) The deductibility by the taxpayer, under section 166
or section 832(c), of a debt as a debt which became worthless,
or, under section 165 (g), of a loss from worthlessness of a
security, or

(B) The effect that the deductibility of a debt or loss de-
scribed in subparagraph (A) has on the application to the tax-
payer of a carryover,

in lieu of the 3-year period of limitation prescribed in subsection
(a), the period shall be 7 years from the date prescribed by law
for filing the. return for the year with respect to which the claim
is made. If the claim for credit or refund relates to an overpay-
ment on account of the effect that the deductibility of such a debt
or loss has on the application to the taxpayer/f a carryback, the
period shall be either 7 years from the date prescribed by law for
filing the return for the year of the net operating loss which
results in such carryback or the period prescribed in paragraph
(2) of this subsection, whichever expires the later. In the case of
a claim described in this paragraph the amount of the credit or
refund may exceed the portion of the tax paid within the period
prescribed in subsect.ion (b) (2) or (c), whichever is applicable,
to the extent of the amount of the overpayment attributable to the
deductibility of items described in this paragraph.

(2) SPECIAL FERIOD OF LIMITATION WITH RESPECT TO NET OPERAT-
ING LOSS OR CAPITAL LOSS CARRYBACKS.—

(A) PERIOD OF LIMITATI0N.—If the claim for credit or re-
fund relates to an overJayment attributable to a net operating
loss carryback or a capital loss carryback, in lieu of the 3-year
period of limitation prescribed in subsection (a), the period
shall be that period which ends with the expiration of the 15th
day of the 40th month (or the 39th month, in the case of a
corporation) following the end of the taxable year of the net
operating loss or net capital loss which results in such carry-
back, or the period prescribed in subsection (c) in respect of
such taxable year, whichever expires later; except that—

(i) with respect to an overpayment attributable to a
net operating loss carryback to any year on account of a
certification issued to the taxpayer under section 317 of
the Trade Expansion Act of 1962, the period shall not
expire before the expiration of the sixth month follow-
ing the month in which such certification is issued to the
taxpayer, and

(ii) with respect to an overpayment attributable to the
creation of, or an increase in, a net operating loss carry-
back as a result of the elimination of excessive profits by
a renegotiation (as defined in section 1481 (a) (1) (A)),
the period shall not expire before the expiration of the
twelfth mont.h following the month in which the agree-
ment or order for the elimination of such excessive profits
becomes final.

In the case of such a claim, the amount of the credit or ref kind
may exceed the portion of the tax paid withij the period
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provided in subsection (b) (2) or (c), whichever is applicable,

to the extent of the amount of the overpayment attributable

to such carryback.
(B) APPLICABLE RULE5.

(i) If the allowance of a credit or refund of an over-
payment of tax attributable to a net operating loss carry-
back or a capital loss carryback is otherwise prevented

by the operation of any law or rule of law other than
section 7122, relating to compromises, such credit or re-
fund may be allowed or made, if claim therefor is filed

within the period provided in subparagraph (A) of this

paragraph. If the allowance of an application, credit, or
refund of a decrease in tax determined under section 6411

(b) is otherwise prevented by the operation of any law or
rule of law other than section 7122, such application, cred-

it, or refund may be allowed or made if application for
period provided in section 6411 (a). In the case of any
such claim for credit or refund or any such applicatioli
for a tentative carryback adjustment, the determination
by any court, including the Tax Court, in any proceeding
in which the decision of the court has become final, shall

be condusive except with respect to the net operating
loss deduction, and the effect of such deduction, or with

respect to the determination of a short-term capital loss,
and the effect of such short-term capital loss, to the event
that such deduction or short-term capital loss is affected
by a carryback which was not an issue in such proceeding.

(ii) A claim for credit or refund for a computation
year (as defined in section 1302(c) (1)) shall be deter-
mined to relate to an overpayment attributable to a net
operating loss carryback or a capital loss carryback, as
the case may be, when such carryback relates to any base
period year (as defined in section 1302(c) (3)).

(3) SPECIAL RULES RELATING TO FOREIGN TAX CREDIT.

(A) SPECIAL PERIOD OF LIMITATION WITh RESPECT TO FOREIGN

TAXES PAID OR ACCRUED.If the claim for credit or refund re
lates to an overpayinent attributable to any taxes paid or ac-
crued to any foreign country or to any possession of the
Lnited States for which credit is allowed against the tax
imposed by subtitle A in accordance with the provisions of
section 901 or the provisions of any treaty to which the United
States is a party, in lieu of the 3-year period of limitation
prescribed in subsection (a), the period shall be 10 years from
the date prescribed by law for filing the return for the year
with respect to which the claim is made.

(B) EXCEPTION IN TIlE CASE OF FOREIGN TAXES PAID OR

ACCRUED.—In the case of a claim described in subparagraph
(A), the amount of the credit or refund may exceed the p01,-
tion of the tax paid within the period provided in subsection
(b) or (c), whichever is applicable, to the extent of the
amount of the overpayment attributable.to the allowance of
.a credit for the taxes described in subparagraph (A).
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(4) SPECIAL PERIOD OF LIMITATION WITH RESPECT TO INVSPZNT
CREDIT CARRYBACK.—

(A) PERIOD OF LIMITATION.—If the claim for credit or re-
fund relates to an overpayment attributable to an investment
credit carryback, in lieu of the 3-year period of limitation
prescribed in subsection (a), the period shall be that period
which ends with the expiration of the 15th day of the 40th
month (or 39th month, in the case of a corporation) follow-
ing the end of th taxable year of the unused investment
credit which results, in such carryback (or, with respect to
any portion of an investment credit carryback from a taxable
year attributable to a net operating loss carryback or a capital
loss carryback from, a subsequent taxable year, the period
shall be that period which ends with the expiration of the
15th day of the 40th month, or 39th month in the case of a
corporation, following the end of such subsequent taxable
year) or the period prescribed in subsection (c) in respect of
such taxable year, whichever expires later. In the case of
such a claim, the amount of the credit or refund may exceed
the portion of the tax paid within the period provided in
subsection (b) (2) or (c), whichever is applicable, to the ex-
tent of the 'amount of the overpayment attributable to such
carryback.

(1) APPLICABLE RtTLES.—If the allowance of a credit or
refund of an overpayment of tax attributable to an invest-
ment credit carryback is otherwise prevented by the opera-
tion of any law or rule of law other than section 7122, relating
to compromises, such credit or refund may be allowed or
made, if claim therefor is filed within the period provided in
subpararaph (A) of this paragraph. In the case of any
such claim for credit or refund, the determination by any
court, including the Tax Court, in any proceeding in which
the decision of the court has beeome final, shall not be con-
clusive with respect to the investment credit, and the effect
of such credit, to the extent that such credit is affected by a
carryback which was not in issue in such .proceeding.

• ((5) SPECIAL PERIOD OF LIMITATION WITH RESPECT TO SELF-
EMPLOYMENT TAX IN CERTAIN CASE5.—If the claim for credit
or refund relates to an overpayment of the tax imposed by
chapter 2 (relating to the tax on self-employment income)
attributable to an agreement, or modification of an agree-
ment, made pursuant to section 218 of the Social Security Act
(relating to coverage of State 'and local employees), and if
the allowance of a credit or refund of such overpayment is
otherwise prevented by the operation of any law or rule of
law other than section 7122 (relating to compromises), such
credit or refund .may be allowed or made if claim therefor
is filed on or before the last day of the second year after the
calendar year in which such agreement (or modification) is
agreed to by the State 'and the Secretary of Health, Educa-
tion, and Welfare.]

* * * * * * *

RAILROAD RETIREMENT ACT OF 1974
* * * * * * *
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COMPUTATION OF EMPLOYEE ANNUITIES

SEC.3. (a) ***
* * * * * * *

(f) (1) if the tota' amount of an individual's annuity and suppk-
mental annuity computed under the preceding subsections of this
section woWd, before any reductions on account of age, before any
reduction due to such individual's entiflement to a monthly insurance
benefit under the Social Security Act, and disregarding any increases
in such tota' amount which become effective after the date on which
such begins to accrue, exceed an amount equa' to the sum of individ-
uaPs annuity under section 2(a) (1) of this Act (A) 100 per centurn
of his "fina' average month'y compensation" up to an amount equal to
50 per centum of one-twellth of the maximum annua' taxabk "wages'
(as defined in section 3121 of the Interna' Revenue Code of 1954)
for the cakndar year in which such individuaPs annuity under Sec-
tion 2(a) (1) of this Act begins to accrue, pius (B) 80 per centum of
so much of his "fina' average rnonthy compensation" as exceeds 50 per
centum of one-twellth of the maximum annua' taxabk "wages" (as
defined in section 3121 of the Internal Revenue Code of 1954) for the
cakndar year in which such individuaPs annuity under section 2(a)
(1) of this Act begins to accrue, the suppkmenta annuity of such
individual first, and then, if necessary, the annuity amount of such
individual as computed under subsections (b), (c), and (d) of this
Section, shall be reduced until such total amount of such individuaPs
annuity and suppkmenta annuity equals such sum or until such sup-
plementa annuity and such annuity amount computed under subsec-
tions (b). (c) and (d) of this section are reduced to zero, whichever
occurs first : Provided, however, That the provisions of this subdivision
shall not operate to reduce the total amount. of an individuaVs annuity
and supplementa' annuity computer under the preceeding subsections
of this section be'ow $1,200. For purposes of this subdivision, the "final
average month'y compensation" of an individua' shall be determined
by dividing the tota' compensation received by such individua' in the
two cakndar years, consecutive or otherwise, in which he was credited
with the highest total compensation during the ten-year period end-
ing with December 31 of the year in which such individuaPs annuity
under section 2(a) (1) of this Act begins to accrue by 24. For put-
poses of this subdivision, the term "compensation" shall include "com-
pensation" as defined in section 1(h) of this Act, "wages" as defined
in section 209 of the Socia' Security Act, "sell-emp'oyment income" as
defined in section 211 (b) of the Socia' Security Act, and wages deemed
to have been paid under section 217 or 229 of the Socia' Security Act
on account of military service: Provided, however, That in no case
shall the compensation with respect to any cakndar month exceed
the limitation on the compensation for such month prescribed in sub-
section (j) of this section. Wages and self-empoyment income in-
chided as compensation for purposes of this subdivision shall, in the
absence of evidence to the contrary, be presumed to have been paid
in equa' proportions with respect to all months in the cakndar quarter
in which credited, in the case of wages paid before 1978, or in equa'
proportions with respect to al months in the cakndar year in which
credited, in the case of sell-employment income and in the case of
wages paid after 1977.

* * * * * *



VIII. INDIVIDUAL VIEWS OF HON. SAM M. GIBBONS

The social security system is in a mess. This bill does not correct
it . . . or even come close to correcting it. In some ways it makes the
situation worse because, by increasing the taxes levied without correct-
ing the fundamental problems of the system, the bill moves us away
from a solution instead of toward one.

The social security program has both short run and long run prob-
leins. Both of these are serious. The bill attempts to solve the short
run problems but it fails. It does not even attempt to solve the long run
problems.

Once again we are raising revenues and once again we are increas-
ing benefits. This cannot go on forever and in fact it has already gone
too far.

At present there are slightly more than three persons in the nation's
work force for each person drawing social security benefits. By the
year 2015 A.D., there will be only one person in the work force for
each person receiving benefits. At that time or before, there will be a
revolt by those who are forced to carry the burden of financing this
program.

The Ways and Means Committee has failed in its responsibility to
produce a solution to the short run or the long run problems of the
social security program. I cannot support this legislation.

SAM M. GIBBONS.
(292)



IX. DISSENTING VIEWS OF HON. JOSEPH L. FISHER

The Social Security financing bill as approved by the Ways and
Means Committee is a big step toward reversing the outflow of funds
from the Trust Funds of the system. Although I did not think the
Committee should report the bill with the provision for universal
coverage of all Federal, State, and local government and non-profit
organization employees, I did believe that the balance of the bill
offered many improvements. The bill accelerates the increase in the
wage base subject to the. employment tax; it corrects the overindexing
of future benefits; it removes inequities in the treatment of widows,
widowers, and divorced persons; it increases the amount of wages that
retirees can earn before their Social Security benefits are reduced,
and it provides standby loan authority to bolster the trust funds if
they fall below a certain level. The net effect of these changes is to
assure retirees and workers that the Social Security system will, re-
main capable of paying them the benefits they have worked for and
been promised by Congress. The increased taxes will continue to be
shared equally by individuals and employers. Meeting the higher cost;
will not be pleasant, but it is necessary to put. Social Security on a
long-term basis. But the extension of mandatory coverage to govern
ment employees, even if set for 1982, is unwise at least until an ana-
lysis of the economic impact can be made, and in the case of Federall
workers, a plan worked out and enacted to integrate Social Security
with the existing Civil Service Retirement system without any loss
or harm to government workers.

The tax increases and some other change in the bill are intended
and expected to keep the three Trust Funds from falling below 25 per..
cent of annual payments. If the calculations are wrong and the re-
serves should be depleted below that level, then the bill would permit
the Old Age and Survivors Insurance (OASI) and the Disability
Insurance (DI) Trust Funds to borrow funds from the general treas•
iiry to replenish the reserves. No borrowing authority is provided for
the Health Insurance Trust Fund which is in good condition anyway.
To assure that the loans are repaid the committee also approved a
temporary payroll tax increase to be triggered if the loans are made.
Should that situation arise, I believe that the Subcommittee on Social
Security should be expected immediately to develop a proposal, to
strengthen the. system in order to eliminate the need to borrow, either
by changing the tax rate, the wage base, benefits, or whatever is neces-
sary. The standby loan authority may be a necessary psychological
safeguard, but the Committee should never allow the system to be-
come so weak that it. has to be invoked.

The universal coverage provision is the most objectionable feature
of the bill, not because coverage for all workers is inherently a bad
policy, but because the consequences of extending mandatory coverage
to the remaining 6 to 7 million workers not presently covered have not.

(293)
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been fully explored. Nearly half these workers are Federal employees
and most of the remainder work for state and local governments. The
revenue to the system expected to come from universal coverage in
1982 is $13.5 billion. Because the tax is shared equally by employer and
employee, half of this infusion of revenue will come from Federal,
state, and local treasuries. The Committee may have rejected direct
general revenue financing of Social Security but apparently it is
willing to accept general revenues through the back door. The Federal
employer share will have to be paid either from an increase in income
taxes or in the deficit. The transfer of Federal general treasury funds
to the Social Security Trust Fund will take place whether or not
coordination is worked out between Civil Service Retirement and
Social Security. Even more disturbing is the prospect that state and
local governments will have to pay nearly $4 billion more in 1982 to the
Federal treasury as the employer share of Social Security taxes. Some
30 percen.t of state and local government emp]oyees are not now under
Social Security. These jurisdictions will have to raise the funds for
the employer share in some way. One way would be to reduce existing
pension benefits, which may not be permissible under the law. Another
way would be to hike the property tax and other regressive taxes which
are the mainstay of local government finance.

Since 1950 State and local governments have been able voluntarily
to bring their employees under Social Security. The proportion of em-
ployees so covered reached the 70 percent level in the early 1960's and
has been stable at that point. Clearly, for various reasons, state and
local governments have decided that it was not in their best interests
to bring the remainder of their employees under this coverage. With-
out a thorough study of those reasons, this Committee, should not
arbitrarily attempt to override such local decisions.

The issue of coverage of Federal workers has been examined seveial
times, with the usual conclusion that a way should be found to fill in
gaps in coverage rather than requiring full Social Security coverage.
A report due from the Social Security Administration in consultation
with the Civil Service Commission in 1972 was never submitted, appar-
ently because a workable plan could not be agreed on for coordinating
the Social Security system with the Civil Service Retirement system.
Prior to that, a 1969 report from the Secretary of HEW found that

the liberalization and independent development of the. civil serv-
ice retirement and social securit.y systems over a long period of time
present formidable obstacles to the adoption of the (universal) cov-
erage approach."

In the absence of a plan for coordinating the two systems for Federal
employees, and in the absence of accurate cost estimates, I must
conclude that the Committee has acted in haste in mandating universal
coverage. The Committee did accept my amendment to de]ay the effec-
tive date of coverage and to require the preparation of a plan to make
sure that no Federal employee would be worse off under the combined
systems than he would have been under the Federal system alone. But
this puts the cart before the horse. The plan should be presented and
considered by the appropriate committees of Congress before universal
coverage is required.
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If there are "formidable obstacles" to coordinating Social Security
and Federal staff retirement systems, over both of which Congress
has control, there probably would be even greater difficulties in doing
the same for state and local systems. Some of these systems are poorly
financed. It is possible that the state and local governments will aban-
don or sharply curtail these pension plans once they are faced with
the added costs of Social Secuiity. What would be the consequences
of this kind of action for employees who had counted on these pensions
for their old age? Would Social Security be adequate in such cases?
The answer truly is that we do not know. We should not act to require
the coverage until we do know.

From the point of view of costs and consequences to the employer
in terms of new tax obligations, and to the employee in terms of
changed or possibly diminished benefits, and to all taxpayers in terms
of yet more taxes—we simply do not have adequate information from
which we can conclude that the extension of universal coverage is
prudent and fair at this time.

For these reasons I intend to offer an amendment when the Social
Security financing bill is before the House of Representatives to
remove the provisions for universal coverage.



X. MINORITY VIEWS OF HON. BARBER B. CONABLE,JR.,
HON. JOHN J. DUNCAN, HON: BILL ARCHER, HON. GUY
VANDER JAGT, HON. WILLIAM A. STEIGER, HON. BILL
FRENZEL, HON. JAMES G. MARTIN, HON. L. A. (SKIP)
BAFALIS, HON. WILLIAM M. KETCHUM, HON. RICHARD
T. 5CHULZE, AND HON. WILLIS. D. GR.ADISON, JR.

Most Americans are genuinely worried about the future of their
social security system. They have reason to be.

The system is severely deficient, both in money and equity. The peo-
ple who benefit from it., those who support it, and the following genera-
tions of participants, deserve a sound and far-reaching solution to
social security problems. But they will not get it through the Commit-
tee bill.

The bill raises taxes too high and too soon, serving to depress an al-
ready shaky economy and to dampen job prospects at a time when the
unemployment rate is hovering around an unhealthy 7 percent. The
additional payroll levies which are imposed tilt the ent.ire national tax
structure even more lopsidedly against thealready overburdened mid-
dle class in our society.

The bill falls far short of solving the system's long-range financial
deficit., dumping this problem in the lap of the next generation. It
leaves a 75-year social security deficit of 1.69 percent of taxable pay-
roll, which translates into about $880 billion—a tidy sum our children
will have to raise.

It fails to provide enough of the structural improvements which our
changing society needs and wants, leaving the system with too many
inequities and anomalies. Perhaps the most glaring example of the
bill's inadequacies in this regard is its "tokenistic" handling of the
earnings limitation on beneficiaries. Instead of removing the limit or
increasing it substantially, the bill provides advances that are almost
negligible.

The bill relies, for added revenue, on a rapidly accelerated taxable
wage base—a ruse which: (1) victimizes middle-income Americans;
(2) cuts sharply the money available for savings or for spending in
the market place, and (3) deals a damaging blow to efforts toward
greater capital formation, which is badly needed in our struggling
economy today. Increases in the wage base -provide revenue in the
short-term, but do not help over the long run because the added funds
must be paid out in higher benefits later.

It opens a door to general revenue financing by requiring the social
security trust funds to borrow from the Treasury whenever year-end
reserves drop below 25 percent of annual outgo. Although projections
indicate this borrowing might not take place, the provision sets a
Potential precedent which is bad policy on two main counts:

(1) If the system is supported by money other than that con-
tributed by participants, then its insurance character is under-
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mined and benefits eventually are likely to be paid on the basis
of one's need, not one's earned right.

(2) The Treasury already has a huge deficit, therefore a trans-
fer from general funds to the social security trust funds means
Treasury will have to borrow more money, which increases the
public debt and ultimately produces higher taxes and greater
inflation for all.

The Committee bill has some sensible provisions, but because of the
major flaws cited above, our opinion of it can be summed up in one
short sentence: There has to be a better way.

We have developed what we believe to be a better way, in a compre-
hensive, 15-point "Proposal for Financial Restoration and Equity
Strengthening of the Social Security System". We intend to offer
this Proposal, which is described below, as a substitute for the Com-
mittee bill when it reaches the Floor of the House. We encourage our
colleagues to compare and contrast the two.

We acknowledge that some elements of our Proposal are politically
controversial. But we have had to face the fact that, when it comes to
dealing squarely with social security problems, there is no "free lunch".

There also are no easy choices, yet choices must be made, because the
problems will not go away.

We hope our colleagues will join us in making a difficult choice—-
now. A vote against both alternatives available would be a vote in favor
of imminent bankruptcy for the social security system. Here are some
comparisons for consideration:

The Committee bill takes care of the system's fiftancial problems on
a short-rane basis only, it fails to address such equity issues as that
of the working wife, it tends to weaken the system's insurance charac
ter, and it unwisely and unnecessarily calls for substantial tax in-
creases, starting next year.

Our Proposal, which is designed to be considered as an indivisible
unit, would put the system on a sound financial footing for at least
the next 75 years; correct numerous inequities, particularly those re
lated to the trea.tme,nt of women; and strengthen the insurance char
acter of social security. It would do all this with no new tax increase
until 1981 and with less than a 11/4 percent tax increase over that
scheduled under present law for the entire 75-year span.

The Committee bill raises the amount of money a retiree aged 65
or older can earn without having benefits reduced by a total of only
$1,020 more than present law over the next two years.

Our Proposal removes the earnings limitation entirely for those
beneficiaries by 1980.

In terms of the actual burdens on those who pay social security
taxes, these additional comparisQns might be made:

The Committee bill requires much higher taxable wage bases than
under present law (totaling $6,000 by 1981) for employees, employers
and the self-employed.

Our Proposal does not raise the taxable wage base above what
would result under present law.

In terms of actual dollar outlays over the next five years, contribu-
tors at th maximum rate would have to pay an estimated $1,475.25
more under the Committee bill than under our Proposal. That's a dif-
ference of nearly $300 per taxpayer per year.



298

In summary, the Committee bill costs more than our Proposal, both
in the near future and over the long run, while it offers less in terms
of structural improvements.

• For that reason, we think our Proposal is a bargain. There are prices
to pay for the problems it solves. But the prices are reasonable, in
view of alternatives, including the Committee bill.

Our "Proposal for Financial Restoration and Equity Strengthen-
ing of the Social Security System" has five general objectives. It
would: (1) Make the social security system financially sound for at
least the next 75 years; (2) Strengthen the insurance character of
the system; (3) Improve the treatment of women under the system;
(4) Make long-needed adjustments to reflect changes in living and
working patterns of the American people; (5) Move toward universal
coverage—appropriate for a nationwide, mandatory social insurance
system.

The most important objective is restoration of the financial sound-
ness of the system, which faces an estimated deficit of 8.2 percent of
taxable payroll over the next 75 years. This proposal would virtually
eliminate that long-term deficit. It also would solve the serious cash-
flow problems facing the Social Security f rust funds now and in the
near future.

ANALYSIS OF THE PROPOSAL FOR FINANCIAL RESTORATION AND EQUITY
STRENGTFIENING OF TIlE SoCrL SECURITY SYSTEM

SHORT-TERM FINANCING

The financial problems facing the system between now and 1981
would be taken care of through: (1) reallocation of Social Security
taxes between the Old-Age and Survivors Insurance (OASI) and
Disability Insurance (DI) Trust Funds; and (2) a temporary re-
assignment of an increase in the tax rates for the Hospital Insurance
(HI) Trust Fund, which already (under existing law) is scheduled
to take place next year.

The current OASDI tax rate of 9.9 percent (on employers and em-
ployees combined) now is allocated: 1.15 percent for DI and 8.75 per-
cent for OASI. It should be reallocated: 1.5 percent for DI and 8.4
percent for OASI. The increased allocation of 0.35 percent to the DI
Trust Fund would be sufficient to prevent it from becoming exhausted
by 1979 (as can be expected without a change in the law). Realloca-
tion also would cause both Funds to remain viable at least until 1981.

In order to assure further the viability of these two Trust Funds,
and to cover the cost of certain improvements in the system starting
next year, part of the scheduled increase in the HI tax rate would be
diverted temporarily to the OASDI Trust Funds. Present law calls
for an increase in the ff1 tax rate, starting in 1978, from 0.9 percent
to 1.1 percent for each employee, employer, and self-employed per
son. Three-fourths of this increase, or 0.15 percent per worker and em-
ployer, would be directed to the O,ASDI Trust Funds beginnin
January 1, 1978 and ending December 31, 1981. (This not only woul
bolster thosc two Funds, but also would permit a three year phase-out
of the earnings limitation starting January 1, 1978.)
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[In addition, one-fourth of the 1978 increase in the HI tax rate
(i.e., 0.05 percent f both workers and employers) would be per-
manently directed to the OASDI Trust Funds after 1981. This would
not adverEey affect the operation of the HI Trust Fund, because the
amount of money involved in the diversion is less than the savings to
this fund as a result of providing for universal coverage.]

To guarantee the financial viability of all three Trust Funds over
the next several years, each should be permitted to borrow from
another, solely for the purpose of preventing exhaustion and with
appropriate arrangements made in each case for repayment with
interest.

(Followifig are tables showing the 10-year and the 75-year impact
of this Proposal on the OASDI Trust Funds:)

PROGRESS OF OASDI TRUST FUNDS UNDER THE PROPOSAL FOR FINANCIAL RESTORATION AND EQUITY

STRENGTHENING OF THE SOCIAL SECURITY SYSTEM

Un biIIi0n of dollarsi

Income Outgo
•

Net income
Fund at end

of year

Year:
i977
i978
i979
i980
i98i
i982
1983
i984
i985
i986
i987

82. i
93.i

i03.i
ii3.0
i34.i
i53.9
i66. 8
i78.5
204.8
220.3
236.6

87.6
98.2

iio.0
i23.3
i34.4
i45.2
i57. i
i69.7
i82.9i.9
2ii.6

—5.5
5i

—6.9
—i0.3

—.3
+8.7
+9.7
+8.8

+2i.9
+23.4
+25.0

35.6
30.4
23.5
i3.2
i2.9
2i.6
3i. 3
40.i
62.
85.4

iiO.4

Long-range (75.yr) impact of pro pO8ai br fin ancial re8toratiOn and equity
8trengthcning 01 the 8OCiai 8ecurity 8y8tem

[Impact on iong-term OASDI trust funds' deficit loss or gain as percentage of taxabie
payroii]

Provision:
Decoupling and wage-indexing based on preautornatic adjustment

flaw +4. 71
Freezing regular minimum benefit and updating special minimum

benefit +. 01)

Increasing the retirement age after 2000 +1. 35
Eliininating windfall for early retirees +. 24

Limiting disability and survivor benefits to maximum retiree
benefits

Extending coverage +•
Cutting marriage duration requirements for divorcees' eligibility from

20 to 5 yr —.01
Removing benefit cutoff or reduction for marriage or remarriage___ —. 08

Adding working spouse's benefit, with offset for other governmental
pension —.65

Ending the earnings limitation for those aged 65 or older —. 25

3-stage tax rate increase and HI tax diversion +2.21

Total net effect +7.97
1)eficit under present law 8.20

Deficit under proposal .23

No'rE.—The system is considered to be within safe actuarial bounds (suffi-
ciently close to absolute balance) If the deficit Is no greater than 0.67 percent of
taxable payroll.
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LONG-RANGE FINANCING

(1) The long-term deficit of the system would be reduced by slightly
more than 50 percent through a process called "decoupling", phis
wage indexing of the earnings record of the insured worker.

Decoupling was mad8 necessary by what has been termed an in-
advertent flaw in the 1972 law which adjusts benefits automatically
according to annual increases in the Consumer Price Index. Under the
present coupled system, the CPI increases are applied both to pay-
ments already being paid to those on the benefit rolls and to the bene-
fit formula which is applicable to future beneficiaries. Decoupling
would apply th cost-of-living percentage increases only to current
beneficiaries.

The proposal parallels the decoupling-plus-wage-indexing pro-
visions of the Committee bill. For future retirees it equitably sta-
bilizes wage replacement ratios (the relationships between benefits and
the earnings on which those benefits are based). To some extent, it
would adjust the ultimate benefit level for the overexpansion that has
occurred since the automatic-benefit-increase provision was enacted.

This does not mean that benefits would be reduced for those cur-
rently receiving benefits. They would be treated exactly as under
existing law. Whenever the cost-of-living (as measured by the Con-
sumer Pric8 Index) advances in a year by 3 percent or more, benefits
would continue to be increased commensurately.

Nor does it mean that dollar amounts of benefits paid in the future
would be lower than present levels. To the contrary, dollar amounts—
as well as the purchasing power of benefits—for future retirees would
be higher than present levels.

It is important to note that, under this proposal, a 10-year savings
clause—or guarantee—would be provided so that no retiree would
receive less during that time than he or she would under the present-
law formula as it was at the. time of the chanoe. In other words,
retirees would have their choice. They could take the benefit available
under present law at the point of changeover, or they could take the
benefit provided under the new method, whichever is larger.

(2) The lon-range deficit would be reduced further throuh a slow,
gradual and distant advancement in the retirement age at which full
benefits are payable. This proposal would move that age from 65 to 68,
by degrees, not starting until the turn of the century and ending in
2011.

We recognize that this is an extremely sensitive issue, one that is
conceptually difficult for very young workers to accept, and one that is
politically difficult for our colleagues to embrace. But we believe it is
an issue which the Congress will be forced to face evenutally, for rea-
sons outlined below, and we hope our colleagues will have the courage
to confront it now.

The fairest thing to do would be to give the young workers and po-
tential workers, who would be affected by such a change, as much
advance notice as possible. The most, unfair thing would be to wait
until the change proved to b inevitable and to act without warning.

In considering this proposed change, which would affect only those
workers aged 39 or younger and would have maximum impact only on
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those young than 30, our colleagues are urged to take the following
factors into account:

When the Social Security system was enacted, 42 years ago, Ameri-
can workers were not living as long as they are now, nor were they as
productive for as long a period of time. In the next century, longevity
for men will have increased by about three years,. and for women, by
about seven years. From time to time, the system has responded to other
changes in the working and living habits of the people it serves, and
it is reasonable for the system to adjust to these trends also.

It should be borne in mind that while longevity is expected to con-
tinue increasing in the foreseeable future, the birth rate has declined
drastically and may well continue downward (or else remain at a low
level) for years to come. This means there will be fewer workers mak-
ing contributions, but more retirees receiving benefits. For example,
there are now more than three workers contributing to the Social Se-
curity system for every beneficiary. But in the next century, that ratio
will drop dramatically. There will be only two contributing workers
for every one beneficiary.

In view of (1) these demographic projections, (2) the improvement
in mortality as well as the physical conditions of older people, and (3)
widesnread dissatisfaction with mandatory retirement .practices-—
which the Congress has recognized in recently passed legislation—thiE
proposed change can have a salutary impact both on the Social Security
system and on the social and economic lives of the American people..

Workers could continue to retire as early as 62, but with slightly
greater actuarial reductions than at present, to take into account the
longer period of time over which they could be expected to receive
benefits.

Specifically, the standard retirement age of 65 would be increased
by three months (or one-quarter year) each year starting in 2000. By
the year 2011, the minimum retirement age for full benefits would have
been increased to 68.

A gradual implementation of this change, with an effective date 38
years in the future, would give people sufficient time to plan for their
retirement without severe disruption in any one year, and would permit
management and labor to revise employment practices carefully and
systematically.

Th cost equivalent of not making this change would be an average
tax rate increase on each social security contributor of 0.68 percent,
starting next year and continuing through 2053.

(3) As noted earlier, the long-range deficit in the OASDI Trust
Funds would be reduced additionally by a permanent reassignment,
starting in 1982, of a small portion of the Hospital Insurance tax rate.
This redirected rate would equal 0.05 percent for workers, employers,
and the self-employed.

(4) To further strengthen the financing of the system in future
years, contribution• rates for employees, employers, and the self-em-
ployed would be increased by 0.50 percent in 1981, 0.45 percent in
1985, and 0.25 percent in 2000. Thus, the net addition to the presently-
scheduled OASDI tax rates over the next 75 years would be 1.2 percent
on employees, employers, and the self-employed.
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TAX EATMENT OF WOMEN AND SEX DISORIiflNATION

The proposal would make significant changes in the Social Security
Act designed to improve the treatment of women and to remove re-
maining sex discrimination language.

First., the proposal would reduce from 20 years to 5 years the dura-
tion-of -marriage requirement for one spouse to receive a benefit based
on the other's earnings record. Under present law, a divorced spouse
retains auxiliary benefit rights only if the divorce occurs after 20 full
years of marriage. Critics of the system long have contended that this
requirement was unfair, arbitrary, and unrealistic in view of societal
changes.

Second, the proposal would end the cutoff or reduction in benefits
for those who remarry. Under present law, for example, a widow's re-
marriage will reduce or cut off entitlement to benefits unless the sub-
sequent marriage ends. A number of persons, especially those living in
retirement communities, have complained that current law requires
them to "live in sin" in order not to lose Social Security benefits.)

Third, the proposal would amend the Social Security Act to remove
remaining sexually discriminatory language.

(All three of the above changes have been incorporated in the Com-
mittee bill.)

Fourth, the proposal would provide a new "working spouse's bene-
fit". Under present law a covered worker is always eligible for a bene-
fit based on his or her'own earnings record. But if the worker also be-
comes entitled to an auxiliary benefit, such as a spouse's benefit, he or
she is entitled only to the higher of the two benefit amounts available.
A number of working spouses (esp&ia.lly wives) have found that they
would have been as well off financially, as far as Social Security bene-
fits were concerned, if they had never left the home to enter the labor
force. To alleviate this problem and to provide greater recognition of
the employment record of a working spouse, the proposal would make
the. following changes:

1. A spouse who is eligible for an auxiliary or survivor benefit, who
also worked under Social Security, could receive a new "working
spouse's benefit", whiëh would be equal to (A) the larger amount due
either as a spouse or as a worker, plus (B) 25 percent of the smaller of
the two benefits (but in no event greater than the maximum primary
benefit). Only one spouse would be eligible for this new benefit.

2. Any pension or benefit based on governmental employment not
covered under Social Security would be considered as a primary bene-
fit in determining the amount of the Social Security auxiliary or sur-
vivor benefit payable. (This change is designed to remove what
amounts to a "windfall" benefit in some cases under present law. For
example, if a wife worked under Social Security for her entire career,
she would be entitled to a primary benefit based on her own earnings
record. If her husband had worked exclusively under a state employ-
ee's retirement system, he would be entitled to a pension under that
system and also might be entitled to an auxiliary (spouse's) benefit
based on his wife's Social Security record. Inasmuch as auxiliary and
survivors 'benefits are based more on social adequacy (or need) than
on individual eauity, the "windfall" situation described above is not
on which the Congress contemplated when it provided for survivors
and auxiliary benefits in the first. place.)
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UNIVEE8At COVE1IAGE

Universal coverage is a natural and desirable goal of any nation-
wide, mandatory social insurance system. Although about nine of
every 10 American workers now participate in the U.S. social security
system, it is increasingly difficult to justify to the "nine" why the
"one" is not covered. This is especially true in view of the impact of
the Social Security payroll tax on thB incomes of contributors.

Public discussion of universal coverage has taken place for many
years. It has long appeared that a large majority of Americans favor
it, but no action has been taken by the Congress. Many difficulties—
legal and administrative—have stood in the way.

But the latest Advisory Council on Social Security stated that
despite these difficulties, "it is of great importance from the stand-
point of assuring good protection for all workers on an equitable basis
that all jobs be compulsorily covered under social security". The
Council urged the Congress to move promptly toward that goal.

We initially proposed extending coverage to Federal workers only,
under a plan that would fully protect their current pension rights
and assure them of equitable treatment under an integrated plan in
the future. Since then, the Committee has called for extending cover-
age also (by January 1, 1982) to employees of states, localities and
nonprofit organizations. Although we have some reservations about
legal and administrative problems associated with covering these ad-
ditional groups, we accept the Committee's decision in this matter and
herewith modify our Proposal accordingly.

INSURANCE AND EQUITY STRENGTHENING

To strengthen the insurance character of the system and, at the
same time, to provide greater equity, the proposal also would:

1. Remove the earnings limitation on those who have reached the
eligibility age for full retirement benefits. More bills have been intro-
duced to abolish the limitation than to make any other change in the
system. During recent public hearings before the Ways and Means
Committee's Subcommittee on Social Security, repeal of the limitation
was the most widely discussed item. Witnesses pointed out that it;
enforces the under-utilization of experienced older people and also en
courages retirees to adopt artificial work and pay practices. Under
this proposal, the limitation as it applies to full-term retirees, would
be phased out over a 3-year period, by increasing the annual exempt
amount of earnings to $5,000 for 1978 and to $7,500 for 1979, and by
removing it entirely for 1980 and thereafter.

2. Freeze the minimum primary benefit at its expected June, 1978
level of about $120 per month, but at the same time increase, now and in
the future, the special minimum benefit.

Freezing the minimum primary benefit follows a recommendation of
the latest Advisory Council on Social Security, and is designed to
lessen, and eventually eliminate, certain "windfalls" accruing to per-
sons who work in covered employment for very short periods of time
and thus acquire rights to the relatively large minimum, which has
been weighted in favor of low-income workers.
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In practice, a substantial number of Federal, state, and municipal
government workers, outside the Social Security system, have either

moonlghtec1" or retired early from their regular jobs and worked
under Social Security just long enough to obtain the minimum
primary benefit.

Ironically, the minimum primary benefit was not established to hel
those short-term workers, but to assist pther workers who had labore
long under the system, at low.wages. Recognizing that the minimum
primary benefit was not serving its basic purpose, the Congress in
1972 added a "special minimum benefit" to better take care of the
workers with many years of covered service at relatively low wages.

In so doing, the Congress did not change the minimum primary
benefit, which continues to be of greatest value to those who need it
least. This proposal would correct that anomaly by freezing the
minimum primary benefit while improving the special minimum
benefit.

The special minimum is now $180 per month for workers with at
least 30 years of coverage. When the $180 figure was adopted in the
1973 Social Security Amendments (effective for March 1974), it was
not made subject to the automatic adjustments for changes in prices;
if it had been, it would now be $219.

Under this proposal, the special minimum would be increased to
$219 in January 1978 and would be subject to atitomatic adjustment
the.reafter (as are all other benefits).

(These changes also parallel provisions of the Committee bill.)
3. Provide that disability and survivorship benefits would be based

on a primary benefit not in excess of the maximum primary benefit for
a worker reaching minimal retirement age of 62 in the year of death or
disability.

Under current law, benefits to younger beneficiaries often are con-
siderably larger than those awarded to older disabled persons or re-
tirees with much longer earning records (and therefore with greater
contribution payments). This disparity in benefit levels, which has
long been considered inequitable, would end with this proposal.

BARBER B. CONABLE, Jr.
JOHN J. DUNCAN.
BILL ARCHER.
Gin VANDER JAGT.
WILLIAM A. STErnER.
BILL FRENZEL.
JAMES G. MARTIN.
L. A. BAFALIS.
WILLIAM M. KETCHUM.
RICHARD T. SCHULzE.
BnL GRADISON, Jr.



XI. ADDITIONAL MINORITY VIEWS OF HON. WILLIAM
M. KETCHUM

The restoration• of our social security system to financial stability
is of major consequence not only to individual participants in the pro-
gram but also to the citizenry as a whole. It represents society's back-
tip system to ease t.he hardships caused by an abrupt cessation of earned
income. While the Ways and Means Committee's recommendations, as
contained in HR. 9346, parallel my views in several areas, the bill
fails to put the social security system on a sound financial footing for
the next 75 years.

The Committee bill would increase sharply the wage base on which
employers and employees pay taxes. For instance, an individual earn-
ing $25,000/year would contribute $1,203.95 in 1978, $1,612.50 in 1981,
and $1,687.50 in 1985, and an individual earning $10,000/year would
contribute $605 in 1978, $645 in 1981, and $675 in 1985. I strongly
cautioned against these proposed sudden and lre increases in the
wage base beyond what is presently scheduled. While almost everyone
agrees that there should be some rise in the wage base, current law

already provides for an annual inflation adjustment which is pro-
jected to increase the wage base sufficiently from $16,500 to $17,700 in
1978, and by increments of $1,500 each year after that. In the long
run, increasing the wage base with respect to employees and the self-

employed does qot provide any significant revenues for the system
becausB the additional taxes collected are very closely offset by the
additional benefits created.

In addition, the Committee bill would impose an unnecessary, harsh
increase in the tax rate over and above the scheduled rise, too soon in
the wake of high rates of inflation and unemployment. Furthermore,
H.R. 9346 will leave us with a minimum deficit of $800 billion oi.er
the next 75 year8.

The Committee did have alternatives which it could have taken and
chose not to. A number of my colleagues and I advised that the bulk
of new funding for the social security system should come from the
existin payroll tax method. Most of the burdensome taxes could have
been eliminated by a consolidation of the Old-Age and Survivors In-
surance (OASI) and Disability Insurance (DI) and the Hospital In-
surance (HI) trust funds to insure the financial viability of all three
trust funds over the next few years. The adoption of our alternative
plan would virtually eliminate the short-run deficit, thus obviating the
need for such steep wage base and tax rate increases. Small tax rate
and wage base increases would then be sufficient to eliminate a good
portion of the deficit.

Although the Committee bill does address a number of long-stand-
rng inequities, the long and short term financing components of the
bill will severely impact the working populace and further depress

(305)
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the economy without insuring a financially sound social security trust
fund. Those of us who believe that our social security system should
be restored to financial stability on a long-range basis without 1) add-
ing heavily to tax burdens in the future; or 2) requiring any tax in-
creases over the next several years, in light of an uncertain economy
and current payroll levies on both employers and employees, will make
every effort to have our alternative proposals adopted in lieu of the
committee bill when social security reform legislation comes beforethe House floor.

BILL KETCHUM.
0
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IN THE HOUSE OF REPRESENTATIVES

SErMBER 27, 1977

Mr. Uux.iN introduced the following bill; which was referred to the Com-
mittee on Ways and Means

OCTOBER 12, 1977

Ikported with an amendment, referred to the Committee on Post Office and
Civil Service for a period ending not later than October 17, 1977, for
consideration of section 301 of the bill and amendment as reported by the
Committee on Ways and. Means, and ordered to be printed

(Strike out aU after the enacting clauee and Inieft the peft pTtht.d In Italic]

A BILL
To amend the Social Security Act and the Internal Revenue

Code of 1954 to strengthen the financing of the social secu-

rity system, to reduce the effect of wage and price fluctuation

on the system's benefit structure, to provide coverage under

the system for officers and employees of the United. States,

of the State and local governments, and of nonprofit orga-

nizations, to increase the earnings limitation, to eliminate
certahi gender-based distinctions and provide for a study of

proposals to e1ininate dependency and sex discrimination

from the social security program, and for other purposes.

1 Be it enacted y the Senate and House of Representa

2 tives of the United States of America in Congress a8sembled,

3 That this Act, with the following table of contents, may be

4 cited as the "Social Security Financing Amendments of

5 177".
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3QUALIATION OF BENEFITS

2 SEp. 405. (a.) Seetien 228 (b) (2) of the Social

3 nty Act is I I

4 (1) by striking out "tk 4' benefit" and

5 inserting in lieu thereof "each of their benefits";

6 (2) by striking eat '164.40" and inserting in lieu

7 thereof "$18.30"; and-

8 (3) by stiiking eu erything after "section

9 215 (i)"the first thne—i-appeafs nd--sert-ing-in• lieu

10 thereof a period.

11 (b) Section 228 (o) (3) of— such c—js amended to

12 folhws:

13 "-(a) In the case

14

15

16

17

18

19

20

a husband or wife, both of

21 .1,.. oi i: ,,

22

23 -i

24

25

(o) The Secretary -the amcunts speoificd

are entitled t benefits under this seetien for aiiy mouth, the

benefit amount of each, after any reduction under paragraph

-eeess (if any) of (A) the total amount of any periedie

benefits
. under governmental pension systems for whieli the

Gthcr is eligible for sueh month, evcr (B) the larger ef

*4&30— or the amotmt most established

—seetien 228 of the Social Security Act, as amended by

Ibis eetion, to take account of any general benefit increases

(as referred to in section 21 (i) (3) of ueh
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1 -any increases under seetioi -215 (i) of suek Aet, whieh

2 cur after Juiic 1974.

3 AT1TPU'fl INOUllAu BENEF1m

4 $c. 406. (a) Scction 202 (g) of the Social Security

5 -Act is amcn

6 (1) by striking out "widow" wherever it appears

7 and inserting in lieu thereof "surviving spouc";

8 4) by striking out "widow's" wherever it appears

9 -and inserting in lion tliorepf "urvivi.ng spouse's";

10 -(3) by striking out "wife's in

11 -paragraph (1) (D) and inserting in lieu thereof "a

12 --spouse's insurance benefit";

13 -(4) by striking out "her"wherever it

14 -inserting in lieu thereof "his";

15 ) by striking out "she" wncrever it appears and

16 4nsorting in lieu thereof "he";

17 / (6) by st-uilting out "mother" wherever t appears

18 and inserting in lieu thoreof "parent";

19 --(7) by iiserting "or father's" after "mother's"

wherever IL u

21 -8) by striking out "after August 190"; and

22 -(-9-)- by inserting "this subseetien or" before "sub

23 section (a)" in parngraph (3) (A)-.

24 •(- The heading of seetion 0 (g) of sieh Aet is

25 -amended y inserting "and Father's" after "Mother's".
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i (d) Section 02 (g) (5) of 9ueh Act is amended

(1) by inserting " '

3 each place it appears;

I _ I II

5 it appeara;

or" before "fc'c"

6 (3) by inserting "his or" before "her" each place

7 itappeare;

8

9

10

11

12

13

14

15

(4) by striking out "woman" S1'S .1

16

17

&monded l)y striking out "or husband's inuraneo" in sub

division (I ) , and by inserting "or husband's" after "wife's"

18 ITT\

202 (g) (7) of such Act is amended, in

20 subparagraph (B), by inserting "husband's or" before

21 "wifo's", by inserting "he or" before "she", and by insert

22 ing "his or" before "her", and in

23 inserting "or widower's" after"widow's".

h (D) by

24 (f) (1) Section 202 (s) (1) of such Act is amcnded

25 by inserting "(0) (1)," after " (b) (1),".

4
Ic i.,. "i- " bc

—

,.sln

pears and inserting in lieu thereof "individual"; and

(5) in subparagraph (P), by inserting "widower's

or" before "widow's"; by inserting "wife or" before

"husband" each place it appears; by inserting "wife's-

or" before "husband's" each place it appears; and by

inserting "father's or" before "mother's".

(e) (1) Section 202(g) (6) (A) (i) of such Act is

19
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2

4

5

6'

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24
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on the firot day preceding ouch day which is not a Satday,

Sunday, or legal public holiday (tw co defined), without ro

gard to whether the delivery of ouch chockc would au a ro

suit have to be made before the end of the month for which

ouch ehecko are issued.

"(b) If more than the correct amount of payment under

title II or XVI ic made to any individual an a result of the

receipt of a benefit check pursuant to subsection (a) before

the end of the month for which such check is issued, no notion

shall be taken (under section 204 or 1631 (b) or otherwise-)

to recover ouch payment or the incorrect portion thereof.".

(b) The amendment made by subeotion (a) of this

section shaff- apply with respect to benefit checko the

regularly donignated day for delivery of which oceuru on or

after the thirtieth day after the date of the enactment of this

Act

DEFINITION

SEc. 703. Ac unod in thin Act and the amondmontn to

the Social Scurity Act made by this Act, the to "Soc

rotary" means, unions the oontoxt otherwise requires, the

Secretary of Health, Education, and Welfare.

That this Act, with the following 'table of contents, may be

cited as the "Social Security Financing Amendments of

1977".
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1 TITLE I—PRO VISIONS TO IMPRO VE THE Fl-

2 NANCING OF THE OLD-AGE, SURVIVORS,

3 AND DISABILITY INSURANCE PROGRAM

4 ADJUSTMENTS IN TAX RATES

5 SEC. 101. (a) (1) Section 3101 (a) of the internal

6 Revenue Code of 1954 (relating to rate of tax on employees

7 for purposes of old-age, survivors, and disability insurance)

8 is amended by striking out paragraphs (1) and (2) and

9 inserting in lieu thereof the following:

10 "(1) with respect to wages received during the

11 calendar years 1974 through 1977, the rate shall be

12 4.95 percent;

13 "(2) with respect to wages received during the

14 calendar years 1978 through 1980, the rate shall be

15 5.05 percent;

16 "(3) with respect to wages received during the

17 calendar years 1981 through 1984, the rate shall be

18 5.15 percent;

19 "(4) with respect to wages received during the
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1 calendar years 1985 through 1989, the rate shall be

2 5.45 percent; and

3 "(5) with respect to wages received after Decem-

4 ber 31, 1989, the rate shall be 6.00 percent.".

(2) Section 3111 (a) of such Code (relating to rate

6 of tax on employers for purposes of old-age, survivors, and

7 disability insurance) is amended by striking out paragraphs

8 (1) and (2) and inserting in lieu thereof the following:

9 "(1) with respect to wages paid during the cal-

10 endar years 1974 through 1977, the rate shall be 4.95

11 percent;

12 "(2) with respect to wages paid during the cal-

13 endar years 1978 through 1980, the rate shall be 5.05

14 percent;

"(3) with respect to wages paid during the calen-

16 dar years 1981 through 1984, the rate shall be 5.15

17 percent;

18 "(4) with respect to wages received during the

19 calendar years 1985 through 1989, the rate shall be

20 5.45 percent; and

21 "(5) with respect to wages paid after December 31,

22 1989, the rate shall be 6.00 percent.".

23 (3) Section 1401 (a) of such Code (relating to rate of

24 tax on self-employment income for purposes of old-age,
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1 survivors, and disability insurance) is amended by striking

2 out "a tax" and all that follows and inserting in lieu thereof

3 the following: "a tax as follows:

4 "(1) in the case of any taxable year beginning

5 before January 1, 1978,. the tax shall be equal to 7.0

6 percent of the amount of the self-employment income

7 for such taxable year;

8 "(2) in the case of any taxable year beginning

9 after December 31, 1977, and before January 1, 1981,

10
. the tax shall be equal to 7.10 percent of the amount of

11 the self-employment income for such taxable year;

12 "(3) in the case of any taxable year beginning

13 after December 31, 1980, and before January 1, 1985,

14 the tax sha1l b equal to 7.70 percent of the amount of

15 the self-employment income for such taxable year;

16 "(4) in the case of any taxable ,year beginning after

17 December 31, 1984, and before January 1, 1990, the

18 tax shall be equal to 8.20 percent of the amount of the

19 self-employment income for such taxable year; and

20 "(5) in the case of any taxable year beginning

21 after December 31, 1989, the tax shall be equal to 9.00

22 percent of the amount of the self-employment income

23 for such taxable year.".

(b) (1) Section 3101(b) of such Code (relating to rate
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of tax on employees for purposes of hospital insurance) is

2 amended by striking out paragraphs (1) through (4) and

3 inserting in lieu thereof 'the following:

4 "(1) with respect to wages received during the

5 calendar years 1974 through 1977, the rate shall be

6 0.90 percent;

7 "(2) with respect to wages received ,during the.

8 calendar years 1978 through 1980, the rate shall be

9 1.00 percent;

10 "(3) with respect to wages received during the

11 calendar years 1981 through 1985, the rate shall be

12 1.30 percent, and

13 "(4) with respect to wages received after Decem-

14 ber 31, 1985, the rate shall be 1.45 percent.".

15 (2) Section 3111 (b) of such Code (relating to rate of

16 tax on employers for purposes of hospital insurance) is

17 amended by striking out paragraphs (1) through (4) and

18 inserting in lieu thereof the following:

19 "(1) with respect to wages paid. during the cal-

20 endar years 1974 through 1977, the rate shall be 0.90

percent;

22 "(2) with respect to wages paid during the cal-

23 endar years 1978 through 1980, the rate shall be 1.00

24 percent;

25 "(3) with respect tO wages paid during the cal-
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1 eñdar years 1981 through 1985, the rate shall be 1.30

2 percent; and

3 "(4) with respect to wages paid after December 31,

1985, the rate shall be 1.45 percent.".

(3) Section 1401 (b) of such Code (relating to tax on

6 self-employment income for purposes of hospital insurance)

is amended by striking out paragraphs (1) through (4) and

s inserting in lieu thereof the following:

9 "(1) in the case of any taxable year beginning after

io December 31, 1973, and before January 1, 1978, the

tax shall be equal to 0.90 percent of the amount of the

12 self-employment income for such taxable year;

13 "(2) in the case of any taxable year beginning after

14 December 31, 1977, and before January 1, 1981, the

15 tax shall be equal to 1.00 percent of the amount of the

16 self-employment income for such taxable year;

17 "(3) in the case of any taxable year beginning after

18 December 31, 1980, and before January 1, 1986, the

19 tax shall be equal to 1.30 percent of the amount of the

20 self-employment income for such taxable year; and

21 "(4) in the case of any taxable year beginning after

22 December 31, 1985, the tax shall be equal to 1.45 per-

23 cent of the amount of the self-employment income for

24 such tzxable year.".
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1 ALLOCATIONS To DISABILITY INSURANCE TRUST FUND

2 SEC. 102. (a) (1) Section 201 (b) (1) of the Social

3 Security Act is amended by striking out clauses (U)

4 through (J) and inserting in lieu thereof the following:

5 "(U) 1.55 per centum of the wages (as so defined) paid

6 after December 31, 1977, and before January 1, 1979, and

7 so reported, (H) 1.50 per centum Of the wages (as so

8 defined) paid after December 31, 1978, and before Janu-

9 ary 1, 1981, and so repoi'ted, (1) 1.60 per centum of the

10 wages (as so defined) paid after December 31, 1980, and

11 before January 1, 1985, and so reported, (J) 1.80 per

12 centum of the wages (as so defined) paid after Decem-

13 ber 31, 1984, and before Jazuary 1, 1990, and so' reported,

1 and (K) 2.20 per centum of the wages (as so defined)

15 paid after December 31, 1989, and so reported,".

16 (2) Section 201 (b) (2) of such Act is amended, by

17 striking out clauses (G) through (J) and inserting in lieu

18 thereof the following: "(G) 1.090 per centum of the amount

19 of self-employment income (as so de fined) so reported for any

20 taxable year beginning after December 31, 1977, and before

21. January 1, 1979, (H) 1.055 per centum of the amount of

22 self-employment income (as so defined) so reported for any

23 taxable year beginning after December 31, 1978, and before

24 January 1, 1981, (1) 1.2U0 per centum of the amount of

25 self-employment income (as so defined) so reported for any
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1 taxable year beginning after December 31, 1980, and before

2 January 1, 1985, (J) 1.350 per centum of the amount of

3 self-employment income (as so defined) so reported for any

4 taxable year beginninp after December 31, 1984, and before

5 January 1, 1990, and (K) 1.650 per centum of the amount

6 of self-employment income (as so defined) so reported for any

7 taxable year beginning after December 31, 1989,".

8 INCREASES IN EARNINGS BASE

9 SEC. 103. (a) (1) Section 230 (a) of the Social Security

10 Act is amended by inserting "or (c)" after "determined under

11 subsection (b)".

12 (2) Section 230(b) of such Act is amended by striking

13 out "shall be" in the matter preceding paragraph (1) and

14 inserting in lieu thereof "shall (subject to subsection (c)) be".

15 (b) Section 230(c) of such Act is amended—

16 (1) by inserting "(1)" immediately before "the

17 'contribution and benefit base' "; and

18 (2) by striking out "section." and inserting in lieu

19 thereof the following:

20 "section, and (2) the 'contribution and benefit base' with

21 respect to remuneration paid (and taxable years beginning) —

22 "(A) in 1978 shall be $19,900,

23 "(B) in 1979 shall be $22,900,

24 "(0) in 1980 shall be $25,900, and

25 "(D) in 1981 shall be $27,900.
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1 For purposes of determining under subsection (b) the 'con-

2 tribution and benefit base' with respect to remuneration paid

3 (and taxable years beginning) in 1982 and subsequertt years,

4 the dollar amounts specified in clause (2) of the preceding

5 sentence shall be considered to have resulted from the applica-•

6 tion of such subsection (b) and to be the amount determined

7 (with respect to the years involved) under that subsection.

8 For purposes of determining employer tax liability under

9 section 3221 (a) of the Internal Revenue Code of 1954 and

10 for purposes of computing average monthly compensation

11 under section 3(j) of the Railroad Retirement Act of 1974,

12 except with respect to annuity amounts determined under

13 section 3(a) or 3(f) (3) of such Act, clause (2) and the

14 preceding sentence of this subsection shall be disregarded.".

15 (c) (1) Section 230 of such Act is further amended by

16 adding at the end thereof the following new subsection:

17 "(d) Notwithstanding any other provision of law, the

18 contribution and benefit base determined under this section

19 for any calendar year after 1976 for purposes of section

20 4022(b) (3) (B) of Public Law 93—406, with respect to any

21 plan, shall be the contribution and benefit base that would

22 have been determined for such year if this section as in effect

3 immediately prior to the enactment of the Social Security

24 Financing Amendments of 1977 had remained in effect

25 without change.".
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1 (2) The amendment made by paragraph (1) shall apply

2 with respect to plan terminations occurring after the date of

3 the enactment of this Act.

4 (d) (1) The second sentence of section 215(i) (2) (D)

5 (v) of such Act is amended by striking out "is equal to

6 one-twelfth of the new contribution and benefit base" and

7 inserting in lieu thereof "is equal to, or exceeds by less than

'8 $5, one-twelfth of the new contribution and benefit base".

9 (2) The third sen;tence of section 215(i) (2) (D) (v)

10 of such Act is amended by striking out all that follows

11 "clause (iv)" and inserting in lieu thereof "plus 20 per-

12 cent of the excess of the second figure in the last line: of

13 column III as extended under the preceding sentence over'

14 such second figure for the calendar year in which the table

15 of benefits is revised.".

16 STANDBY GUARANTEE OF TRUST FUND LEVELS

17 SEC. 104. (a) Section 201 of the Social Security Act is

18 amended by adding at the end thereof the following new

19 subsection:

20 "(j) (1) If at the close of any calendar year after 1977

21 the balance remaining in the Federal Old-Age and Survivors

22 Insurance Trust Fund or the Federal Disability Insurance

23 Trust Fund (as determined by the Secretary of the Treasury

24 in the following February) is less than 25 percent of the

25 total amount of the expenditures made from such fund under
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j this title during that calendar year, there is hereby appro-

2 priated to the Secretary of the Treasury for loans to such

3 fund, out of any moneys in the Treasury not otherwise ap-

4 pro priated, as of the following July 1, an amount equal

5 to the difference between (A) such balance, and (B) 27

6 percent of the total amount of such expenditures.

7 "(2) If at the close of any calendar year succeeding a

8 calendar year with respect to which an appropriation for

9 loans to either trust fund is made under paragraph (1)—

10 "(A) the balance remaining in that fund (as deter-

11 mined by the Secretary of the Treasury in the following

12 February) is less than 35 percent of the total amount

1.3 of the expenditures made from such fund under this title

14 during such succeeding calendar year (whether or not

15 an appropriation for loans to such fund is made under

16 paragraph (1) with respect to such succeeding year),

17 and S

18 "(B) the outstanding balance of all loans (includ-

19 ing accumulated interest) which were made to such

20 fund under paragraph (1) with respect to calendar years

21 before such succeeding year (and which have not been

22 repaid to the Treasury under paragraph (3)) is

23 $2,000,000,000 or more,

24 the taxes imposed by sections 1401(a), 3101 (a), and 3111

25 (a) of the Internal Revenue Code of 1954 with respect to
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1 wages received or paid (and taxable years beginning) in

2 the second calendar year after such succeeding year shall

be increased as provided in section 3125 of such Code.

4 "(3) Any amount appropriated for loans to either

5 trust fund with respect to any calendar year under para-

6 graph (1) shall. be repaid, with interest, by transfer from

7 such fund to the general fund of the Treasury. A repay-

8 ment of such amount shall be made on July 1 next succeed-

9 ing any subsequent calendar year at the close of which (as

10 determined by the Secretary of the Treasury in the follow-

11 ing February) the balance remaining in such fund exceeds

12 30 percent of the total amount of the expenditures made

13 from such fund under this title during that calendar year,

14 and any such repayment shall be in an amount equal to

15 the difference between (A) such balance, and (B) 30 per-

16 cent of the total amount of such expenditures. Interest on

17 any such loan shall be at a rate, as determined by the Sec-

18 retary of the Treasury, equal to the average market yield

19 on the outstanding marketable obligations of the United

20 States of comparable maturities at the time the loan was

21 made.".

22 (b) (1) (A) Section 1401 (a) of the Internal Revenue

23 Code of 1954 (as amended by section 101 (a) (3) of this

24 Act) is amended by in&'rting "(subject to section 3125)"

25 after "a tax" in the matter preceding paragraph (1).
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1 (B) Sections 3101 (a) and 3111 (a) of such Code (as

2 amended by section 101 (a) (1) and (2) of this Act) are each

3 amended by inserting "(subject to section 3125)" after

4 "equal to the following percentages" in the matter preceding

5 paragraph (1).

6 (2) (A) Chapter 21 of such Code (the Federal Insur-

7 ance Contributions Act) is further amended by redesignating

8 sections 3125 and 3126 a, sections 3126 and 3127, respec-

9 tively, and by inserting after section 3124 the following new

10 section:

11 "SEC. 3125. INCREASE IN TAX RATES TO ASSURE REPAY.

12 MENT OF LOANS MADE TO TRUST FUNDS.

13 "Whenever an appropriation has been made under sec-

14 tion 201 (j) (1) of the Social Security Act for loans to the

15 Federal Old-Age and Survivors Insurance Trust Fund or

16 the Federal Di3ability Insurance Trust Fund, and section

17 201 (j) (2) of such Act applies with respect toa succeeding

18 calendar year, each of the rates of tax which would otherwise

19 be effective under sections 3101 (a) and 3111 (a) with respect

to wages received or paid in the second calendar year after

21 such succeeding year shall be increased by 0.10 percent, and

22 the rate or rates of tax which would otherwise be effective

23 under section 1401 (a) with respect to taxable years begin-

24 ning in the second year after such 'succeeding year shall be

25 increased by 0.15 percent.".



131

1 (B) The table of sections for subchapter C of chapter 21

2 of such Code is amended by striking out i/ic last two items and

3 inserting in lieu thereof the following:

"Sec. 315. Increase in tax rates to assure repayment of OcZ'7%3
nade to trust funds.

"Sec. 3196. Return& in the case of governmenta' empoifees
in Guam, American Samoa, and the Di.strict
of Coumbia

"Sec. 3127. Short title.".

4 EFFECTIVE DATE

5 SEC. 105. The amendments made by sections 101, 102,

6 and 103 shall apply with respect to remuneration paid or

7 received, and taxable years beginning, after 1977. The

8 amendments made by section 104 shall apply with respect

9 to calendar years after 1977.

10 TITLE 11—STABILIZATION OF REPLACEMENT

11 RATES IN THE OLD-A GE, SURVIVORS, AND

12 DISABILITY INSURANCE PROGRAM

13 COMPUTATION OF PRIMARY INSURANCE AMOUNT

14 SEC. 201. (a) Section 215(a) of i/ic Social Security

15 Act is amended to read as follows:

16 "(a) (1) (A) The primary insurance amount of an

17 individual shall (except as otherwise provided in this section)

18
be equal to the sum of—

19 "(i) 90 perce'Iit of the individual's average indexed

20 monthly earnings (determined under subsection (b))
21

to the extent that such earnings do not exceed the amount
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1 established for purposes of this clause by subparagraph

2 (B),

3 "(ii) 32 percent of the individual's average indexed

4 monthly earnings to the extent that such earnings exceed

5 the amount established for purposes of clause (i) but do

6 not exceed the amriunt established for purposes of this

7 clause by subparagraph (B), and

8 "(iii) 15 percent of the individual's average in-

9 dexed monthly earnings to the extent that such earnings

10 exceed the amount established for purposes of clause (ii),

11 rounded in accordance with subsection (g), and thereafter

12 increased as provided in subsection (i).

1$ "(B) (i) For individuals who initially become eligible

14 for old-age or disability insurance benefits or die in the cal-

15 endar year 1979, the amounts established for purposes of

16 clauses (i) and (ii) of subparagraph (A) shall be $180

17 and $1,085, respectively.

18 "(ii) For individuals who initially become eligible for

19 old-age or disability insurance benefits or die in any calendar

20 year after 1979, each of the amounts so established shall

21 equal the product of the corresponding amount established

22 with respect to the calendar year 1979 under clause (i) of

3 this subparagraph and the quotient obtained by dividing—

24 "(I) the average of the total wages (as defined in

25 regulations of the Secretary and computed without regard
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1 to the limit ations specified in section 209(a)) reported

2 to the Secretary of the Treasury or his delegate for the

3 second calendar year preceding the calendar year for

4 which the determination is made, by

5 "(II) the average of the total wages (as so defined

6 and computed) reported to the Secretary of the Treasury

7 or his delegate for the calendar year 1977.

8 "(iii) Each amount established under clause (ii) for

9 any calendar year shall be rounded to the nearest $1, exepi

10 that any amount so established which is a multiple of $0.50

11 but not of $1 shall be rounded to the next higher $1.

12 "(C) (i) No primary insurance amount computed under

13 subparagraph (A) may be less than—

14 "(1) the dollar amount set forth on the first line of

15 column IV in the table of benefits contained in (or deemed

16 to be contained in) this subsection as in effect in Decem-

17 ber 1978, rounded (if not a multiple of $1) to the next

18 higher multiple of $1, or

19 "(II) an amount equal to $11.50 multiplied by the

20 individual's years of coverage in excess of 10, or the

21 increased amount determined for purposes of this sub-

22 division under subsection (i),

23 whichever is greater. No increase under 3ubsectin (i), OC

curring before the year in which an individual becomes eli-

25 gible for old-age or disability insurance benefits or dies, shall
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1 apply to the dollar amount specified in subdivision (I) of

2 this clause with respect to such individual.

3 "(ii) For purposes of clause (i) (II), the term 'years

4 of coverage' with respect to any individual means the number

5 (not exceeding 30) equal to the sum of (I) the number

6 (not exceeding 14 and disregarding any fraction) deter-

7 mined by dividing (a) the total of the wages credited to

8 such individual (including wages deemed to be paid prior

9 to 1951 to such individual under section 217, compensation

10 under the Railroad Retirement Act of 1937 prior to 1951

11 which is creditable to such individual pursuant to this title,

12 and wages deemed to be paid prior to 1951 to such individual

13 under section 231) for years after 1936 and before 1951

14 by (b) $900, plus (II) the number equal to the number of

15 years after 1950 each of which is a computation base year

16 (within the meaning of subsection (b) (2) (B) (ii)) and in

17 each of which he is credited with wages (including wages

18 deemed to be paid to such individual under section 217,

19 compensation under the Railroad Retirement Act of 1937 or

20 1974 which is creditable to such individual pursuant to this

21 title, and wages deemed to be paid to such individual under

2 section 229) and self-employment incQme of not less than 25

2 percent of the maximum amount which, pursuant to subsec-

24 tion (e), may be counted for such--iear, or of not less than

25 25 percent of the maximum amount which could be so counted
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1 for such year (in the case of a year after 1.977) if section 230

2 as in effect immediately prior to the enactment of. the Social

3 Security Financing Amendments of 1977 had remained in

4 effect without change.

5 "(D) In each calendar year after 1978 the Secretary

6 shall publish in the Federal Register, on or before Novem-

7 ber 1, the formula for computing benefits under this para-

8 graph and for adjusting wages and self-employment income.

9 under subsection (b) (3) in the case of an individual who

10 becomes eligible for an old-age insurance benefit, or (if

11 earlier) becomes eligible for a disability insurance benefit

12 or dies, in the following year, and the average of the total

13 wages (as described in subparagraph (B) (ii) (I)) on

14 which that formula is based. With the initial publication re-

15 quired by this subparagraph, the Secretary shall also publish

16 in the Federal Register the average of the total wages (as

17 so described) for each calendar year after 1950.

18 "(2) (A) A year shall not be counted as the year of an

19 individual's death or eligibility for purposes of this sub-

20 section or subsection (b) or (i) in any case 'where such mdi-

21 vidual was entitled to a disability insurance benefit for any of

22 the 12 months immediately preceding the month of such death

23 or eligibility (but there shall be coun,ted instead the year of the

24 individual's eligibility for the disability insurance benefit

25 or benefits to which he was entitled during such 12 months).
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• "(B) In the case of an individual who was entitled

2 to a disability insurance benefit for any of the 12 months

3 before the month in which he became entitled to an old-age

4 insurance benefit, became reentitled to a di9ability insurance

5 benefit, or died, the primary insurance amount for determin-

6 ing any benefit attributable to that entitlement, reentitlement,

7 or death is the greater of—

8 "(i) the primary insurance amount upon which such

9 disability insurance benefit was based, increased by the

10 amount of each general benefit increase (as defined in

II subsection (i) (3)), and each increase provided under

12 subsection (i) (2), that would have applied •to swch

13 primary insurance amount had the individual remained

14 entitled to such disability insurance benefit until the

15 month in which he became so entitled or reentitled or

16 died, or

17 "(ii) the amount computed under paragraph (1)

18 (0).

19 "(0) In the case of an individual who was entitled to

20 a disability insurance benefit for any month, and with respect

21 to whom a primary insurance amount is required to be com-

22 puted at any time after the' close of the period of the mdi-

23 vidual's disability (whether because of such individwal's

24 subsequent entitlement to old-age insurance benefits or to a

5 disability insurance ben.e fit based upon a subsequent period
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i of disability, or because of such individual's death), the

2 primary insurance amount so computed mag in no case be

3 less than the primary insurance amount with respect to

4 which such former disability insurance benefit was most re-

5 cently determined.

6 "(3) (A) Paragraph (1) applies only to an individual

7 who was not eligible for an old-age insurance benefit prior

8 to January 1979 and who in. that or any succeeding month—

9 "(i) becomes eligible for such a benefit,

10 "(ii) becomes eligible for a disability insurance

11 benefit, or

12 "(iii) dies,

13 and (except for subparagraph (C) (i) (II) thereof) it ap-

14 plies to every such individual except to the extent otherwise

15 provided by paragraph (4).

16 "(B) For purposes of this title, an individual is deemed

17 to be eligible—

18 "(i) for old-age insurance benefits, for months

19 beginning with the month in which he attains age 62, or

20 "(ii) for disability insurance benefits, for months

21 beginning with the month in which his period of dis-

22 ability began as provided under section 216(i) (2) (C),

23 except as provided in paragraph (2) (A) in cases where

24 fewer than 12 months have elapsed since the termination of a

25 prior period of disability.
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1 "(4) Paragraph (1) (except for subparagraph (C) (i)

2 (II) thereof) does not apply to the computation or recom-

3 putation of a primary insurance amount for—

4 "(A) an individual who was eligible for a disability

5 insurance benefit for a month prior to January 1979

6 unless, prior to the month in which occurs the event

7 described in clause (i), (ii), or (iii) of paragraph (3)

8 (A), there occurs a period of at least 12 consecutive

9 months for which he was not entitled to a disability

10 insurance benefit, or

11 "(B) an individual who had wages or self-em ploy-

12 ment income credited for one or more years prior to

13 1979, and who was not eligible for an old-age or disa-

14 bility insurance benefit, and did not die, prior to January

15 1979, if in the year for which the computation or re-

16 computation would be made the individual's primary

17 insurance amount would be greater if computed or

recomputed—

"(i) under section 215(a) as in effect in

December 1978, for purposes of old-age insurance

21 benefits in the case of an individual who becomes

2.2 eligible for such benefits prior to 1989, or

"(ii) as provided, by section 215(d), in the

24 case of an individual to whom such section applies.

25 In determining whether an individual's primary insurance



139

i amount would be greater if computed or recomputed as pro-

2 vided in subparagraph (B), (I) the table of benefits in

3 effect in December 1978 shall be applied without regard

4 to any increases in that table which may become effective

5 (in accordance with subsection (i) (4)) for years after

6 1978 (subject to subsection (i) (2) (A) (iii)) and (II) such

7 individual's averaqe monthly wage shall be computed as pro-

8 vided by subsection (b) (4).

9 "(5) For purposes of computing the primary insurance

10 amount (after December 1978) of an individual to whom

11 paragraph (1) does not apply (other than an individual

12 described in paragraph (4) (B)), this section as in effect

13 in December 1978 shall remain in effect, except that, effec-

14 tive for January 1979, the dollar amount specified in para-

15 graph (3) of subsection (a) shall be increased to $11.50.

16 The table for determining primary insurance amounts and

17 maximum family benefits contained in this section in Decem-

18 ber 1978 shall be revised as provided by subsection (i) for

19 each year after 1978.".

20 (b) Section 215(b) of such Act is amended to read as

21 follow8:

22 "Average Indexed Monthly Earnings; Average Monthly

23 Wage

24 "(b) (1) An individual's average indexed monthly

25 earnings shall be equal to the quotient obtained by dividing—
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1 "(A) the total (after adjustment under paragraph

2 (3)) of hiB wages paid in and self-employment income

3 credited to his benefit computation• years (determined

4 under paragraph (2)), by

5 "(B) the number of months in those years.

6 "(2) (A) The number of an individual's benefit com-

7 put ation years equals the number of elapsed years, reduced

8 by five, except that the number of an individual's benefit

9 computation years may not be less than two.

10 "(B) For purposes of this subsection with respect to

11 any individual—

12 "(i) the term 'benefit computation years' means

13 those computation base years, equal in number to the

14 number determined under subparagraph (A), for which

15 the total of such individual's wages and self-employment

16 income, after adjustment under paragraph (3), is the

17 largest;

18 "(ii). the term 'computation base years' means the

19 calendar years after 1950 and be fore—

20 "(1) in the case of an individual entitled to

21 old-age insurance benefits, the year in which oc-

curred (whether by reason of section 202(j) (1) or

23 otherwise) the first month of that entitlement; or

24 "(II) in the case of an individual who has

25 died (without having become entitled to old-age in-
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1 surance benefits), the year succeeding the year of

2 his death;

3 except that such term excludes any calendar year en-

4 tirely included in a period of disability, and

5 "(iii) the term 'number of elapsed years' means

6 (except as otherwise provided by section 104(j) (2)

7 of the Social Security Amendments of 1972) the num-

8 ber of calendar years after 1950 (or, if later, the year

9 in which the individual attained af/e 21) and before the

10 year in which the individual died, or, if it occurred

11 earlier but after 1960, the year in which he attained age

12 62; except that such term excludes any calendar year any

13 part of which is included in a perid of disability.

14 "(3) (A) Except as provided by subparagraph (B),

15 the wages paid in and self-employment income credited to

16 each of an individual's computation base years for purposes

17 of the selection therefrom of benefit computation years under

18 paragraph (2) shall be deemed to be equal to the product

19 of

20 "(i) the wages and self-employment income paid

21 in or credited to such year (as determined without regard

22 to this subparagraph), and

23 "(ii) the quotient obtained by dividing—

24 "(I) the average of the total wages (as defined

25 in regulations of the Secretary and computed with-
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1 out regard to the limitations specified in section 209

2 (a)) reported to the Secretary of the Treasury or

3 his delegate for the second calendar year (after

4 1976) preceding the year of the individual's death

5 or initial eligibility for an old-age or disability in-

6 surance benefit, whichever i3 earliest, by

7 "(II) the average of the total wages (as so

8 defined and computed) reported to the Secretary

9 of the Treasury or his delegate for the computation

10 base year for which the determination is made.

11 "(B) Wages paid in or self-employment income

12 credited to an individual's computation base year which—

13 "(i) occurs after the second calendar year specified

1.4 in subparagraph (A) (ii) (I), or

15 "(ii) is a year treated under subsection (f) (2) (0)

16 as though it were the last year of the period specified in

17 subsection (b) (2) (B) (ii),

18 shall be available for use in determining an individual's bene-

19 fit computation years, but without applying subparagraph

20 (A) of this paragraph.

21 "(4) For purposes of determining the average monthly

2 wage of an individual whose primary insurance amount is

23 computed (after 1978) under section 215(a) or 215(d)

24 as in effect (except with respect to the table contained
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1 therein) in December 1978, by reason of subsection

2 (a) (4) (B), this subsection as in effect in December 1978

3 shall remain in effect, except that paragraph (2) (C) (as

4 then in effect) shall be deemed to provide that 'computation

5 base years' include only calendar years in the period after

6 1950 (or 1936, if applicable) and prior to the year in

7 which occurred the first month for which the individual was

8 eligible (as defined in subsection (a) (3) (B) as in effect

9 in January 1979) for an old-age or disability insurance

10 benefit, or died. Any calendar year all of which is included

11 in a period of disability shall not be included as a corn puta-

12 tion base year for such purposes.".

13 (c) Section 215(c) of such Act is amended to read

14. as follows:

15 "Application of Prior Provisions in Certain Cases

16 "(c) This subsection as in effect in December 1978

17 shall remain in effect with respect to an individual to whom

18 subsection (a) (1) does not apply by reason of the mdi-

19 vidual's eligibility for an old-age or disability insurance bene-

20 fit, or the individual's death, prior to 1979.".

21 (d) (1) The matter in the text of section 215(d) of

22 such Act which precedes paragraph (1) (C) is amended to

23 read as follows:

24 "(d) (1) For purposes of column I of the table appear-
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i. ing in subsection (a), as that subsection was in effeot in

2 December 1977, an individual's primary insurance benefit

3 shall be computed as follows:

4 "(A) The individual's average monthly wage shall

5 be determined as provided in subsection (b), as in effect

6 in December 1977 (but without regard to paragraph

7 (4) thereof), except that for purposes of paragraphs

8 (2) (C) and (3) of that subsection (as so in effect)

9 1936 shall be used instead of 1950.

10 "(B) For purposes of subparagraplis (B) and

11 (C) of subsection (b) (2) (as so in effect), the total

12 wages prior to 1951 (as defined in subparagraph (C)

13 of thi$ paragraph) of an individual who attained age

14 21 after 1936 and prior to 1951 shall be divided by the

15 number of years (hereinafter in this subparagraph re-

16 ferred to as the 'clivi$or') elapsing after the year in

17 which the individual attained age 21 and prior to the

18 earlier of 1951 or the year of the individual's death.

19 The quotient so obtained shall be deemed to be the mdi-

20 vidual's wages credited to each of the years included in

21 the divisor, except that—

22 "(i) if the quotient exceeds $3,000, only $3,000

23 shall be deemed to be the individual's wages for each

24 of years included in the divisor, and the remainder of

25 the individual's total wages prior to 1951 (1) if less
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i than $3,000, shall be deemed credited to the year in

2 which the individual attained age 21, or (II) if

3 $3,000 or more, shall be deemed credited, in $3,000

4 increments, to the year in which the individual at-

5 tamed age 21 and to each year consecutively preced-

6 ing that year, with any remainder less than $3,000

7 being credited to the year immediately preceding the

8 earliest year to which a full $3,000 increment was

9 credited; and

10 "(ii) no more than. $42,000 may be taken into

11 account, for purposes of this sub paragraph, as total

12 wages after 1936 and prior to 1951.".

13 (2) Section 215(d) fl) (D) of such Act is amended

14 to read as follows:

15 "(D) The individual's primary insurance benefit

16 shall be 40 percent of the first $50 of his average

17 monthly wage as computed under this subsection, plus

18 10 percent of the next $200 of his average monthly

19 wage, increased by 1 percent for each increment year.

20 The number of increment years is the number, not more

21 than 14 nor less than 4, that is equal to the individual's

22 total wages prior to 1951 div'ided by $1,650 (disre-

23 gardinq any fraction).".

24 (3) Section 215(d) (3) of such Act is amended (A)

25 by striking out "in the case of an individual" and all that
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1 follows and inserting in lieu thereof the following "in the

2 case of an individual who had a period of disability which

3 began prior to 1951, but only if the primary insurance

4 amount resulting therefrom is higher than the primary in-

5 surance amount resulting from the application of this section

6 (as amended by the Social Security Amendments of 1967)

7 and section 220.".

8 (4) Section 215(d) of such Act is further amended by

9 adding at the end thereof the following new paragraph.

10 "(4) The provisions of this subsection as in effect in

11 December 1977 shall be applicable to individuals who be-

12 come eligible for old-age or disability insurance benefits or

13 die prior to 1978.".

14 (e) Section 215(e) of such Act is amended—

15 (1) by striking out "average monthly wage" each

16 place it appears and inserting in lieu thereof "average

17 indexed monthly earnings or, in the case of an individual

18 whose primary insurance amount is computed under

19 section 215(a) as in effect prior to January 1979,

20 average monthly wage," and

21 (2) by inserting immediately before "of (A) "in

22 paragraph (1) the following. "(before the application,

23 in the case of average indexed monthly earnings, of svb-

17 I I / A
24 section
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1 (f) (1) Section 215(f) (2) of this Act is amended to

2 read as follows:

3 "(2) (A) If an individual has wages or self-employ-

4 ment income for a year after 1978 for any part of which he

5 is entitled to old-age or disability insurance benefits, the

6 Secretary shall, at such time or times and within such period

7 as he may by regulation prescribe, recompute the individual's

8 primary insurance amount for that year.

.9 "(B) For the purpose of applying subparagraph (A)

10 of subsection (a) (1) to the average indexed monthly earn-

11 ings of an individual to whom that subsection applies and

12 who receives a recomputation under this paragraph, there

13 shall be used, in lieu of the amounts established by subsection

14 (a) (1) (B) for purposes of clauses (i) and (ii) of subsec-

15 tion (a) (1) (A), the amounts so established that were (or,

16 in the case of an individual described in subsection (a)

17 (4) (B), would have been) used in the computation of such

18 individual's prima'ry insurance amount prior to the applica-

19 tion of this subsection.

20 "(C) A recomputation of any individual's primary in-

21 surance amount under this paragraph shall be made as pro-

22 vided in subsection (a) (1) as though the year with respect

23 to which it is made is the last year of the period specified in

24 subsection (b) (2) (B) (ii), and subsection (b) (3) (A)

25 shall apply with respect to any such recomputation as it
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1 applied in the computation of such individual's primary in-

2 surance amount prior to the application of this subsection.

3 "(D) A recomputation under this paragraph with re-

4 spect to any year shall be effective—

5 " (i) in the case of an individual who did not die

6 in that year, for monthly benefits beginning with bene-

7 fits for January of the following year; or

8 "(ii) in the case of an individual who died in

9 that year, for monthly benefits beginning with benefits

10 for the month in which he died.".

11 (2) Section 215(f) (3) of such Act is repealed.

12 (3) Section 215(f) (4) of such Act is amended to re€zd

13 as follows:

14 "(4) A recomputation shall be effective under this sub-

15 section only if it increases the primary insurance amount

16 byatlea8t$1.".

17 (4) Section 215(f) of such Act is further amended by

18 adding at the end thereof the following new paragraphs:

19 "(7) This subsection as in effect in December 1978

20 shall continue to apply to the recomputation of a primary

21. insurance amount computed under subsection (a) or (d)

22 as in effect (without regard to the table in subsection (a))

23 in that month, and, where appropriate, under subsection (d)

24 a in effect in December 1977. For purpoAes of recomputing

25 a primary insurance amount determined under subsection
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1 (a) or (d) (as so in effect) in the case of an individual to

2 who'ni those subsection's apply by reason. of. subsection

3 (a) (4) (B) as in effect after December 1978, no remu-

4 neration shall be ,taken into account for the year in which the

5 individual initially became eligible for an old-age or dis-

6 ability insurance benefit or died, or for any year thereafter.

7 "(8) The Secretary shall recompute the primary in-

8 surance amounts applicable to beneficiaries whose benefits

9 are based on a primary insurance amount which was com-

10 puted under section 215(a) (3) effective prior to Janu-

11 ary 1979, or would have been so computed if the dollar

12 amount .speoified therein were $11.50. Such recomputation

13 shall be effective January 1979, and shall include the effect

4 of the increase in the dollar amount provided by section 215

15 (a) (1) (C) (i) (II). Such primary insurance amount shall

16 be deemed to be provided under such section for purposes of

17 section 215(i).".

18 (g) (1) Section 215(i) (2) (A) (ii) of such Act is

19 amended to read as follows:

20 "(ii) If the Secretary determines that the base quarter

21 in any year is a cost-of-living computation quarter, he shall,

22 effective with the month of June of that year as provided in

23 subparagraph (B), increase—

24 "(1) the benefit amount to which individuals are

25 entitled for that month under section 227 or 228,
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1 "(II) the primary insurance amount of each other

2 individual on which benefit entitlement is based under

this title (including a primary insurance amount deter-

4 mined under subsection (a) (1) (0) (i)), and

5 "(III) the amount of total monthly benefits based

6 on any priimary insurance amount which is permitted

7 under section 203 (and such total shall be increased,

8 unless otherwise so increased under another provision of

9 this title, at the same time as such primary insurance

10 amount) or, in the oase of a primary insurance amount

11 computed under subsection (a) as in effect (without

12 regard to the table contained therein) prior to January

13 1979, the amount to which the beneficiaries may be

14 entitled under section 203 as in effect in December 1978,

15 except as provided by section 203(a) (6) and (7) as

16 in effect after December 197th

17 The increase shall be derived by multiplying each of the

18 amounts described in subdivisions (I), (II), and (III)

19 (including each of those amounts as previously increased

20 under this subparagraph) by the same percentage (rounded

21 to the nearest one-tenth of 1 percent) as the percentage by

22 which the Consumer Price Index for that cost-of-living corn-

23 putation quarter exceeds such index for the most recent prior

24 calendar quarter which was a base quarter under paragraph

25 (1) (A) (ii) or, if later, the most recent cost-of-living
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i computation quarter under paragraph (1) (B); and any

2 amount so increased that is not a multiple of $0.10 shall be

3 increased to the next higher multiple of $0.10. Any increase

4 under this subsection in a primary insurance amount deter-

5 mined under subparagraph (C) (i) (II) of subsection (a) (1')

6 shall be applied after the initial determination of such pri-

7 mary insurance amount under that subparagraph (with the

8 amount of such increase, in the case of an individual who

9 becomes eligible for old-age or disability insurance benefits or

10 dies in a calendar year after 1979, being determined from the

11 range of possible primary insurance amounts published by the

12 Secretary under the last sentence of subparagraph •(D)).".

13 (2) Section 215(i) (2) (A) of stch Act is amended by

14 adding at the end thereof the following new clause.•

15 "(iii) In the case of an individual who becomes eligible

16 for an old-age or disability insurance benefit, or who dies

17 prior to becoming so eligible, in a year in which there occurs

18 an increase provided under clause (ii), the individual's pri-

19 mary insurance amount (without regard to the time of entitle-

20 ment to that benefit) shall be increased (unless otherwise so

21 increased under another provision of this title) by the amount

22 of that increase, but only with respect to benefits payable for

23 months after May of that year.".

24 (3) Section 215(i) (2) (D) of such Act (as amended

25 by section 103 of this Act) is further amended by striking
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1 out all that follows the first sentence and inserting in lieu

2 thereof the following: "He shall also publish in the 'Federal

3 Register at that time (i) a revision of the range of the pri-

4 mary insurance amounts which are possible after the appli-

5 cation of this subsection based on the dollar amount specified

6 in subparagraph (C) (i) (II) of subsection (a) (1) (with

7 such revised primary insurance amounts constituting the

8 increased amounts determined for purposes of such sub para-

9 graph (C) (i) (II) under this subsection), or specified in

10 section 215(a) (3) a in effect prior to 1979, and (ii) a

11 revision of the range of maximum family benefits which cor-

12 respond to such imary insurance amounts (with such

13 maximum benefits being effective notwithstanding section

14 203(a) except for paragraph (3) (B) thereof (or para-

15 graph (2) thereof a in effect prior to 1979)).".

16 (4) Section 215(i) of such Act is further amended by

17 adding at the end thereof the following new paragraph:

18 "(4) This subsection as in effect in December 1978 shall

19 continue to apply to subsections (a) and (d), as then in

20 effect, for purposes of computing the primary insurance

21 amount of an individual to whom subsection (a), as in effect

22 after December 1978, does not apply (including an individ-

23 ual to whom subsection (a) does not apply in any year by

24 reason of paragraph (4) (B) of that subsection (but the

25 application of this subsection in such cae.9 shall be modified
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1 by the application of clause (I) in the last sentence of para-

2 graph (4) of that subsection)). For purposes of computing

3 primary insurance amounts and maximum family benefits

4 (other tha'n primary insurance amounts and maximum

5 family benefits for individuals to whom such paragraph (4)

6 (B) applies), the Secretary shall publish in the Federal

7 Register revisions of the table of benefits contained in sub-

8 section •(a), as in effect in December 1978, as required by

9 paragraph (2) (D) of this subsection as then in effect.".

10 MAXIMUM BENEFITS

11 SEC. 202. Section 203(a) of the Social Security Act is

12 amended to read as follows:

13 "Maximum Benefits

14 "(a) (1) In the case of an individual whose primary

15 insurance amount has been computed or recomputed under

16 section 215(a) (1) or (4), or section 215(d), as in effect

17 after December 1978, the total monthly benefits to which

18 beneficiaries may be entitled under section 202 or 223 for a

19 month on the basis of the wages and self-employment in-

20 come of such individual shall, except as provided by para-

21 graph (3) (but prior to any increases resulting from the

22 application of paragraph (2) (A) (ii) (III) of section 215

23 (i)) be reduced as necessary so as not to exceed—

• 24 "(A) 150 percent of such individual's primary

25 insurance amount to the extent that it does not exceed
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1 the amount established with respect to this subparagraph

2 by paragraph (2),

3 "(B) 272 percent of such individual's primary

4 insurance amount to the extent that it exceeds the amount

5 established with respect to subparagraph (A) but does

6 not exceed the amount established with respect to this

7 subparagraph by paragraph (2),

8 "(C) 134 percent of such individual's primary

9 insurance amount to the extent that it exceeds the amount

10 established with respect to subparagraph (B) but does

11 not exceed the amount e.tablished with respect to this

12 subparagraph by paragraph (2), and

13 "(D) 175 percent of such individual's primary

14 insurance amount to the extent that it exceeds the amount

15 established with respect to subparagraph (C).

16 Any such amount that is not a multiple of $0.10 shall be

17 increased to the next higher multiple of $0.10.

18 "(2) (A) For individuals who initially become eligible

19 for old-age or disability insurance benefits or die in the calen-

20 dar year 1979, the amounts established with respect to sub-

21 paragraphs (A), (B), gnd (C) of paragraph (1) Rhall be

22 $230, $J332, and $433, respectively.

23 "(B) For individuals who initially become eligible for

24 old-age or disability insurance benefits or die in any: calendar

25 year after 1979, each of the amount so established shall
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•i equal the product of the corresponding amount established

2 for the calendar year 1979 by subparagraph (A) of this

3 paragraph and the quotient obtained under subparagraph

4 (B) (ii) of section 215(a) (1), with such product being

5 rounded in •the manner prescribed by section 215(a) (1)

6 (B)(iii).

7 "(C) In each calendar year after 1978 the See-

8 retary shall publish in the Federal Register, on or before

9 November 1, the formula which (except as provided in sec-

10 tion 215(i) (2) (D)) i to be applicable under this para-

11 graph to individuals who become eligible for old-age or

12 disability insurance benefits, or die, in the following calendar

13 year.

14 "(D) A year shall not be colLnted as the year of an

15 individual's death or eligibility for purposes of this para-

16 graph or paragraph (7) in any case where such individual

17 was entitled to a disability insurance benefit for any of the

18 12 months immediately preceding the month of such death

19 or eligibility (but there shall be counted instead the year of

20 the individual's eligibility for the disability insurance benefits

21 to which he was entitled during such 12 months).

22 "(3) (A) When an indi'iduai who is entitled to bene-

23 fits on the basis of th wages and self-employment income

24 of any insured individual and to whom this subsection

25 applies would (but for the provisions of section 202(k)(2)
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(A)) be entitled to child's insurance benefits for a month

2
on the basis of the wages and self-employment income of

one or more other insured individuals, the total monthly

benefits to which all beneficiaries are entiled on the basis

of such wages and self-employment income shall not be

6
reduced under this subsection to less than the smaller of—

7
"(i) the sum of the maximum amounts of bene-

8
fits payable on the basis of the wages and self-em ploy-

ment income of all such insured individuals, or

10 "(ii) an amount equal to the product of 1.75 and

the primary insurance amount that would be computed

12 under section 215(a) (1) for that month with respect

13 to average indexed monthly earnings equal to one-

14 twelfth of the contribution and benefit base determined

15 for that year under section 230.

16 "(B) When two or more persons were entitled (with-

17 out the application of section 202(j) (1) and section 223

18 (b)) to monthly benefits under section 202 or 223 for

19 Januar 1971 or any prior month on the basis of the wages

26 and self-employment income of such insured individual and

21 the provisions of this subsection as in effect for any such

22 month were applicable in determining the benefit amount

23 of any persons on the oasis of such wages and self-em-

24 ployment income, the total of benefits for any month after
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January 1971 shall not 'be reduced to less than the largest

2 of—

3 "(i) the airtount determined under this subsection

4 without regdrd to this subparagraph,

5 "(ii) the largest amount which has been deter-

6 mined for any month under this subsection for persons

7 entitled to monthly benefits on the basis of such insured

8 individual's wages and self-employment income, or

9 "(iii) if any persons are entitled to benefits on the

10 basis of such wages and self-em ploment income for

11 the month before the effective month (after September

12 1972) of a general benefit increase under this title (as

13 defined in section 215(i) (3)) or a benefit increase under

14 the provisions of section 215(i), an amount, equal to

15. the sum of amounts derived by multiplying the benefit

16 amount determined under this title (excluding any part

17 thereof determined under section 202(w)) for the month

18 before such effective month (including this subsection,

19 but without the application of section 222(b), sec-

20 tion 202(q), and subsections (b), (c), and (d) of this

21 section), for each such person for such month, by a

22 percentage equal to the percentage of the increase pro-

23 vided under such benefit increase (with any such in-
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1 creased amount which is not a multiple of $0.10 being

2 rounded to the next higher multiple of $0.10),

3 but in any such case (I) subparagraph (A) of this para-

4 graph shall not be applied to such total of benefits after the

5 application of clause (ii) or (iii), and (II) if section 202 (k)

6 (2) (A) was applicable in the case of any such benefits

7 for a month, and ceases to apply for a month after such

8 month, the provisions of clause (ii) 0? (iii) shall be applied,

9 for and after the month in which section 202(k) (2) (A)

10 ceases to apply, as though subparagraph (A) of this para-

11 graph had not been applicable to such total of benefits for

12 the last month for which clause (ii) or (iii) was applicable.

iS "(C) When any of such individuals is entitled to

1.4 monthly benefits as a divorced spouse under section 202

15 (b) or (c) or as a surviving divorced spouse under section

16 202 (e) or (f) for any month, the benefit to which he or she

17 is entitled on the basis of the wages and self-employment

18 income of. such insured individual for such month shall be

19 determined without regard to this subsection, and the bene-

20 fits of all other individuals who are entitled for such month

21 to monthly benefits under section 202 on the wages and

22 self-employment income of such insured individual shall be

23 determined as if no such divo'rced spouse or surviving di-

24 vorced spouse were entitled to benefits for such month.

25 "(4) In any case in which benefits are reduced pursu-
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1 ant to the preceding provisions of this subsection, the reduc-

2 tion shall be made after any deductions under this section

3 and after any deductions under section 222(b). Whenever

4 a reduction is made under thi8 subsection in the total of

5 monthly benefits to which individuals are entitled for any

6 month on the basis of the wages and self-enployment in-

7 come of an insured individual, each such benefit other than

8 the old-age or disability insurance benefit shall be pro po r-

9 tionately decreased.

10. "(5) Notwithstanding any other provision of law,

11 when—

12 "(A) two or more persons are entitled to monthly

13 benefits for a particular nonth on the basis of the wages

14 and self-employment income of an insured individual

15 and (for such particular month) the provisions of thi8

16 subsection are applicable to such monthly benefits, and

17 "(B) such individual's primary insurance amount

18 is increased for the following month under any provision

19 of this title,

20 then the total of monthly benefits for all persons on the basis

21 of such wages and self-employment income for such particular

22 month, as determined under the provisions of this subsection,

23 shall for purposes of determining the total monthly benefits

24 for all persons on the basis of $uch wages cind self-em ploy-

25 ment income for months subsequent to sv,ch particular month
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1 be considered to have been increased by the smallest amount

2 that would have been required in order to assure that the

3 total of monthly benefits payable on the basis of such wages

4 and self-employment income for any such subsequent month

5 will not be less (after the application of the other pro-

6 visions of this subsection and section 202(q)) than the total

7 of monthly benefits (after the application of the other pro-

8 visions of this subsection and section 202(q)) payable on

9 the basiB of such wages and self-employment income for such

10 particular month.

11 "(6) In the case of any individual who is entitled for

12 any month to benefits based upon the primary insurance

13 amounts of two or nwre insured individual8, one or more of

14 which primary insurance amounts were determined under

is section 215(a) or 215(d) as in effect (without regard to

16 the table con'tained therein) prior to January 1979 and one

17 or more of which primary insurance amounts were deter-

18 mined under section 215(a) (1) or (4), or section 215(d),

19 as in effect after December 1978, the total benefits payable

20 to that individual and all other individual$ entitled to benefits

21 for that month based upon those primary insurance amount8

22 shall be reduced to an amount equal to the product 'of 1.75

23 and the primary insurance amount that would be computed

24 under section 215(a) (1) for that month with respect to

25 average indexed monthly earnings equal o one-twelfth of
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1 'the contribution and benefits base determined under section

2 230 for the year in which that month occurs.

"(7) Subject to paragraph (6), this subsection as in

4 effect in December 1978 shall remain in effect with respect

5 to a primary insurance amount computed under section

6 215 '(a) or (d), as in effect (without regard to the table

7 contained therein) in December 1978, except that a primary

8 insurance aimount so corn pwted with respect to an individual

9 who first becomes eligible for an' old-age or disability insur-

10 ance benefit, or dies, after December 1978, shall instead be

11 governed by this section as in effect after December 1978.".

12 INCREASE IN OLD-AGE BENEFIT AMOUNTS FOR

13 DELAYED RETIkEMENT

14 SEC. 203. Section 202(w) (1) of the Social Security

15 Act is amended—

16 (1) by striking out "If the first month" and all

17 that follows down through "to such individual" in the

18 matter preceding subparagraph (A) and inserting in

19 lieu thereof "The amount of an old-age in$urance benefit

20 (other than a benefit 'based on a primary in$urance

21 amount determined under section 215(a) (3)) which is

22 payable without regard to this subsection to an individ-

23 ual"; and

24 (2) by inserting after "such amount," in subpara-

25 graph (A) the following: "or, in the case of an individ-



162

1 ual who first becomes eligible for an old-age insurance

2 benefit after December 1978, one-quarter of 1 percent

3 of such amount,".

4 CONFORMING AMENDMENTS

5 SEC. 204. (a) Section 202 (m) (1) of the Social Se-

6 curity Act is amended to read as follows:

7 "(1) In any case in which an individual is entitled to

8 a monthly benefit under this section on the basis of a pri-

9 mary in$urance amount conputed under section 215 (a) or

10 (d), as in effect after December 1978, on the basi of the

11 wages and self-employment income of a deceased individual

12 for any month and no other person is (without the applicá-

13 tion of subsection (j) (1)) entitled to a monthly benefit

14 under thi8 section for that month on the basis of such waqes

15 and self-employment income, the individual's benefit amount

16 for that month, prior to reductior under subsection (k) (3),

17 shall not be less than that provided by subparagraph (C)

18 (i) (I) of section 215(a) (1) and increased under section

19 215(i) for months after May of the year in which the insured

20 individual died as though such benefit were a primary insur-

21 ance amount.".

22 (b) Section 202(w) of such Act (as amended by section

23 203 of this Act) is further amended—

24 (1) by inserting after "section 215(a) (3)" in

25 paragraph (1) (in the matter preceding subparagraph
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1 (A)) the following: 'as in effect in December 1978 or•

2 section 215(a) (1) (C) (i) (II) as in effect thereafter";

3 (2) by inserting "as in effect in December 1978, or

4 section 215(a) (1) (C) (i) (II) as in effect thereafter,"

5 after "paragraph (3) of section 215(a)" in paragraph

6 (5);and

7 (3) by inserting "(whether before, in, or after

8 December 1978)" after "determined under section 215

9 (a)" in paragraph (5).

10 (c) Section 217(b) (1) of such Act is amended by

11 inserting "as in effect in December 1978" after "section 215

12 (c)" each place it appears, and after "section 215(d)".

13 (d) Section 224(a) of such Act is amended by insert-

14 ing "(determined under section 215(b) as in effect prior to

15 January 1979)" after "(A) the average monthly wage"

16 in the matter following paragraph (8).

17 (e) Section 1839 (c) (3) (B) of such Act is amended

18 to read as follows:

19 "(B) the monthly premium rate most recently

20 promulgated by the Secretary under this paragraph,

21 increased by a percentage determined as follows: The

22 Secretary shall ascertain the primary insurance amount

23 computed under section 21/(a)(1), based upon aver-

24 age indexed monthly earnings of $900, that applied to

25 individuals who became eligible for and entitled to old-
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1 age insurance benefits on May 1 of the year of the

2 promulgation. He shall increase the monthly premium

3 rate by the same percentage by which that primary

4 insurance amount is increased when, by reason of the

5 law in effect at the time the promulgation is made, it

6 is so computed to apply to those individuals on the

7 following May 1.".

8 EFFECTIVE DATE

9 SEC. 205. The amendments made by the provisions of

10 this title other than section 201 (d) shall be effective with

11 respect to monthly benefits and lump-sum death payments

12 under title II of the Social Security Act payable for months

13 after December 1978. The amendments made by section 201

14 (d) shall be effective with respect to monthly benefits of an

15 individual who becomes eligible for an old-age or disability

16 insurance benefit, or dies, after December 1977.

17 TITLE Ill—COVERAGE UNDER THE OLD-AGE,

18 SURVIVORS, AND DISABILITY INSURANCE

19 PROGRAM

20 COVERAGE OF FEDERAL EMPLOYEES

21 SEC. 301. (a) (1) Section 210(a) of the Social Secu-

22 rity Act is amended by striking out paragraphs (5) and

23 (6).

24 (2) (A) Section 210(l) (1) of such Act is amended to

25 read as follows:
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1 "(1) Except as provided in paragraph (4), the term

2 'employment' shall include service (other thaw service per-

3 formed while on leave without pay) which is performed by

4 an individual as a member of a uniformed service on active

5 duty after December 1956.".

6 (B) Section 210 (o) of such Act is amended by striking

7 out ", notwithstanding the provisions of subsection (a),".

8 (C) Section 229(a) of such Act is amended by striking

9 out "service as a member of a uniformed service (as defined

10 in section 210(m)) which was included in the term 'employ-

11 ment' as defined in section 210(a) as a result of the provi-,

12 sions of section 210(l)" and inserting in lieu thereof "service,

13 as a member of a uniformed service, to which the provisions

14 of section 210(l) (1) are applicable".

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

16 of 1954 (relating to definition of employment) is amended by

17 striking out paragraphs (5) and (6).

18 (2) (A) Section 3121 (m) (1) of such Code (relating to

19 service in the uniformed services) is amended to read as

20 follows.

21 "(1) INCLUSION OF SERVICE.—The term 'employ-

22 ment' shall include service (other than service performed

23 while on leave without pay) which is performed by an

24 individual as a member of a uniformed service on active

25 duty after December 1956.".
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1
(B) Section 3121 (p) of such Code (relating to Peace

2
Corps volunteer service) is amended by striking out ", not-

3
withstanding the provisions of subsection (b) of this section,".

(c) The amendments made by this section shall be effec-

tive with respect to service performed after December 1981.

6
(d) (1) As soon as possible after the enactment of this

Act, the Secretary of Health, Education, and Welfare in

8
consultation with the Civil Service Commission shall under-

take and carry out a detailed study of how best to coordinate

10 the benefits of the civil service retirement system and the

11 benefits of the old-age, survivors, and disability insurance

12 system, with the objective of developing for Federal employees

13 a combined program of retirement, disability, and related

14 benefits which will assure that such employees are no worse

15 off, comparing their benefits under the combined program with

16 the benefits they would receive under the Federal staff retire-

17 ment systems then in effect, upon their coverage under the

18 old-age, survivors, and disability insurance system pursuant

19 to the amendments made bij this section.

20 (2) Upon the completion of the study under paragraph

21. (1) and in any event no later than January 1, 1980, the

22 Secretary shall submit to the Congress a full and complete

23 report on the results of such study together with a specific

24 and detailed plan for coordinatimy the benefits of the civil

25 service retirenent system and the benefits of the old-aye,
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i survivors, and disability, insurance system (along with such

2 comments or recommendations as may be appropriate with

respect to other staff retirement systems covering Federal

4 employees). The plan so submitted shall include such financing

and benefit provisions and other features as may be neces-

6 sary to assure that the employees involved will not be placed

at a disadvantage by the coordination of the benefits of the

8 systems as compared with their treatment under the Federal

9 staff retirement $ystems in effect prior to such coordination.

10 (e) In. addition to and along with the study provided

ii for under subsection (d), the Secretary shall carry out a

12 study of how best to coordinate the Mediöare program and

13 the program established by the Federal Employees Health

14 Benefits Act, with the objective of developing for Federal

15 employees a combined program of health insurance benefits

16 to accompany the retirement and disability program developed

17 under subsection (d). Such combined program shall include

is the features necessary to assure that Federal employees are

19 no worse under that program, in terms of béne fits, than they

20 were under the Federal Employees Health Benefits Act as

21 theretofore in effect. The study under this subsection shall

22 in general take into account the same aspects of the two health

23 insurance programs and their coordination as those taken

24 into account (with respect to the two retirement and disability

25 systems) under subsection (d); and the report submitted
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1
under subsection (d) (2) shall include or be accompanied by

2 a full and complete report on the results of the study under

this subsection.

4 COVERAGE OF STATE AND LOCAL EMPLOYEES

5 SEC. 302. (a) Section 2l8(g) of the Social Security Act

6 is amended—

7 (1) by striking out "Upon" in paragraph (1) and

8 "If" in paragraph (2), and by inserting in lieu thereof

9 "Subject to paragraph (4), upon" and "Subject to para-

10 graph (4), if", respectively; and

11 (2) by adding at the end thereof the following new

12 paragraph:

13 "(4) No agreement under this section may be terminated

14 under paragraph (1) or paragraph (2). (either in its entirety

15 or with respect to any coverage group) unless the applicable

16 notice referred to in such paragraph is given on or before

17 September 13, 1977.".

18 (b) Effective with respect to service performed after

19 December 1981—

20 (1) section 218 of •the Social Security Act is

21 repealed;

22 (2) sect iin 210 (a) of such Act is amended by

23 striking out paragraph (7); and

24 (3) section 3121 (b) of the Internal Revenue Code

25 of 1954 is amended by striking out paragraph (7).

26 (c) (1) (A) Chapter 21 of the Internal Revenue Code
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IL of 1954 (the Federal Insurance Contributions Act), as

2 amended by section 104(b) (2) of this Act, is further

amended by redesignating sections 3126 and 3127 as sections

3127 and 3128, respectively, and by inserting after section

3125 the following new section:

6 "SEC. 3126. RETURNS IN THE CASE OF STATE AND LOCAL

7 GOVERNMENTAL EMPLOYEES.

8 "In the case of the taxes imposed by this chapter with

9 respect to services performed in the employ of a State or

10 any political subdivision thereof, or in the employ of any

ii instrumentality of a State or political subdivision thereof

12 which is wholly owned thereby, the return and payment of

13 the taxes may be made by the Governor of such State or

14 such agents as he may designate. The person making such

15 return may, for convenience of administration, make pay-

16 ments of the tax imposed by section 3111 with respect to

17 such service without regard to the cont'ibution and benefit

18 base limitation in section 3121 (a) (1).".

19 (B) The table of sections for subchapter C of chapter

20 21 of such Code (as so amended) is further amended by

21 striking out the last two items and inserting in lieu thereof

22 the following:

"Sec. 319dB. Return8 in the case of State and local goverm-
mental empioyee8.

"Sec. 3127. Return.s in the case of gover'itmental emplOyee8.
in Guam, American Samod, and the Di8trict
of Columbia.

"Sec. 3128. Short title.".



170

1 (2) (A) Sectiln 6205(a) of such Code (relating to

2 adjustment of tax) is amended—

3 (i) by striking out "3125" in paragraphs (3) and

(4) and inserting in lieu thereof "3127",

5 (ii) by redesignating paragraphs (3) and (4) as

6 paragraph8 (4) and (5), respectively, and

7 (iii) by inserting after paragraph (2) the follow-

8 ing new paragraph:

9 "(3) STATE AS EMPLOYER.—For purposes of this

10 subsection, in the case of remuneration received during

11 any calendar year from a State or political snhdivision

12 thereof or any instrumentality which is wholly owned

13 thereby, the Governor of the State and each agent des-

14 ignated- by him who makes a return pursuant to sec-

15 tion 3126 shall be deemed a separate employer.".

16 (B) Section 6413(a) of such Code (relating to ad-

17 jttstment of tax) is amended—

18 (i) by striking out "3125" in paragraphs (3) and

19 (4) and inserting in lieu thereof "3127";

20 (ii) by redesignating paragraphs (3) and (4) as

21 paragraphs (4) and (5), respectively; and

22 (iii) by inserting after paragraph (2) the follow-

23 ing new pa?ragraph.

24 "(3) STATE AS EMPLOYER.—For purposes of this

2S subsection, in the case of remuneration received during
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any calendar year from a State or political subdivision

2
thereof or any instrumentality which is wholly owned

3
thereby, the Governor of the State and each agent des-

4
ignated by him who makes a return pursuant to sec-

tion 3126 shall be deemed a separate employer.".

6
: (C) Section 6413(c) (2) of such Code (relating to

7
applicability in case of certain governmental employees) is

8 amended—

9 (i) by striking out subparagraph (B) and insertinq

in lieu thereof the following new subpa'ragraph:

11 "(B) STATE EMPLOYEES.—For purposes of

12 this subsection, in the case of remuneration received

13 during any calendar year from a• State or political

subdivision thereof or any instrumentality which is

15 wholly owned thereby, the Governor of the State

16 and each agent designated by him who makes a

17 return pursuant to section 8126 shall be deemed a

18 separate employer."; and

19 (ii) by striking out "3125(a)", "3125(b)", and

20 "3125(c)" in subparagraphs (D), (E), and (F) and

21 in.serting in lieu thereof "3127(a)", "3127(b)", and

22 "3127(c)", respectively.

23 (3) Section 230(c) of the Social Security Act s

24 amended by striking out "3125," and inserting in lieu there-

25 of "3126, 3127,".
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1
(d) (1) Section 205(c) (5) (F') (iii) of such Act ,is

2 amended by striking out "are nade" and inserting in lieu

thereof "were made".

(2) Section 209(i) of such Act is amended by striking

out "(as defined in section 218(b) (2))".

6 (3) Section 210(afllO) (B) (ii) of such Act is amend-

ed by striking out ", unless" and all that follows and insert-

8 ing in lieu thereof a semicolon.

(4) Section 210(k) of such Act is repealed.

10 (5) Seciion 211 (c) (1) of such Act is amended by

ii striking out "and in which" and all that follows and insert-

12 ing in lieu thereof a semicolon.

13 •(6) Section 211 (c)(2) (E) of such Act is amended

14 by striking out "with respect to fees" and all that follows

15 and inserting in lieu thereof ", and".

16 (e) (1) Clause (A) in the second sentence of section

17 1402(b) of the Internal Revenue Code of 1954 is amended

18 by striking out "under an agreement" where it first appears

19 and all that follows down through "employees), or", and

20 by striking out the comma before "as would be wages".

21 (2) Section 1402(c) (1) of such Code is amended by

22 striking out "and in which" and all that follows and insert-

23 ing in lieu thereof a semicolon.

24 (3) Section 1402(c) (2) (E) of such Code is amended
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1 by striking out "with respect to fees". and all' that follows

2 and inserting in lieu thereof ", and".

(4) Section 3121 (b) (10) (B) (ii) of such (lode i8

amen'1ed by strildng ovt ", unless" and all that follows and

5 inserting in lieu thereof a semicolon.

6 (5) Section 3121 (j) of such Code is repealed.

(6) Section 6511 (d) (5) of such Code is repealed.

8 (f) The amendments and repeals nvzde by subsection3

9 (b), (c), (d), and (e) (1) through (5) of this section

10 shall be effective with respect to service performed after

11 December 1981. Subsection, (e) (6) shall be effective with

12 respect to claims accruing after December 1981.

13 COVERAGE OF EMPLOYEES OF NONPROFIT

14 ORGANIZATIONS

15 SEC. 303. (a) (1) Section 3121 (k) (1) of the Internal

16 Revenue Code of 1954 (relating to waiver of exemption by

17 organization) is amended—

18 (A) by striking out "The period" in the first sen-

19 tence of subparagraph (D) and inserting n lieu thereof

20 "Subject to subparagraph (G), the period"; and

21 (B) by adding at the end thereof the following new

22 subparagraph:

23 "(G) No period for which a certificate is effec-

24 tive may be terminated under subparagraph (D) or
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1 paragraph (2) unless the applicable advance notice

2 referred to in such subparagraph or paragraph is

3 given on or before September 13, 1977.".

4 (2) Section 3121 (k) (2) of such Code (relating to

5 termination of waiver period by Secretary) is amended by

6 striking out "If" and inserting in lieu 'thereof "Subject to

7 paragraph (1) (G), if".

8 (b) Effective with respect to service performed after

9 December 1981—

10 (1) section 210(a) (8) of the Social Security Act

11 is amended—

12 (A) by striking out "(A)" immediately after

13

14 (B) by striking out "this swbparagraph" where

15 it first appears and inserting in lieu thereof "this

16 paragraph", and

17 (C) by striking out subparagraph (B);

18 (2) section 3121(b) (8) of the Internal Revenue

19 code of 1954 is amended—

20 (A) by striking out "(A)" immediately after

21

22 (B) by striking out "this subparagraph" where

23 it first appears and inserting in lieu thereof "this

24 paragraph", and

25 (C) by striking out subparagraph (B); and
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1 (3) section 3121 (k) of such Code (relating to ex-

2 emption of religious, charitable, and certain Other organi-

3 zation,s) is repealed.

4 CREDITING OF CERTAIN FEDERAL, STATE, AND LOCAL

5 SERVICE, AND CERTAIN SERVICE FOR NONPROFIT OR-

6 GANIZATIONS, PERFORMED PRIOR TO THE EFFECTIVE

7 DATE OF COVERAGE

8 SEC. 304. Section 213 of the Social Security Act is

9 amended by adding at the end thereof the following new

10 subsection:

11 "Crediting of Certain Federal, State, and Local Service, and

12 Certain Service for Nonprofit Organizations, Performed

13 Prior to Effective Date of Coverage

14 "(d) In the case of any individual who—

15 "(1) (A) performs service in the employ of the

16 United States or any instrumentality thereof (awl derives

17 at least six quarters of coverage therefrom) on or after

18 the effective date of the repeal of section 210(a) (5) and

19 (6) by section 301 of the Social Security Financing

20 Amendments of 1977, and

21 "(B) also performed service in the employ of the

22 United States or any instrumentality thereof prior to

23 such date, or

24 " (2) (A) performs service in the employ of a State

25 or political subdivision or any instruimentality of any
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1 one or more of the foregoing which. is wholly owned

2 thereby (and derives at least six quarters of coverage

3 therefrom) on or after the effective date of the repeal of

4 section 210(a) (7) by section 302 of the Sooial Security

5 Finanoing Amendments of 1977, and

6 "(B) also performed service in the employ of a

7 State or political subdivision or any such instrumentality

8 prior to such date, or

9 "(3) (A) performs service in the employ of a

10 religious, charitable, educational, or other organization

11 described in section 501 (c) (3) of the Internal Revenue

12 Code of 1954 which is exempt from income tax under

13 section 501 (a) of such Code (and derives at least six

14 quarters of coverage therefrom) on or after the effective

• 15 date of the repeal of section 210(a) (8) (B) by section

16 303 of the Social Security Financing Amendments of

17 1977, and

18 "(B) also performed service in the employ if such

19 an organization prior to such date,

20 each calendar quarter in which such individual performed

91 .'ervice described in subparagraph (B) of paragraph (1),

22 (2), or (3) (whichever is applicable) shall, if it is not

23 otherwise a quarter of coverage, be treated (under requla'

24 tion.s prescribe by the Secretary) as a quarter of coverage

25 for all the purposes of this title.".



177

1 EXCLUSION FROM COVERAGE OF CERTAIN LIMITED

2 PARTNERSHIP INCOME

3 SEC. 305. (a) Section 211 (a) of the Social Security

Act is amended—

5 (1) by striking out "and" at the end of paragraph

6 (9);

7 (2) by striking out the period at the end of para-

8 graph (10) and inserting in lieu thereof "; and"; and

9 (3) by inserting after paragraph (10) the following

10 new paragraph:

11 "(11) There shall be excluded the distributive

12 share of any item of income or loss of a limited partner,

13 as such, other than guaranteed payments described in

14 section 707(c) of the Internal Revenue Code of 1954

:i FL to that partner for services actually rendered to or

16 on behalf of the partnership to the extent that those

17 payments are established to be in the nature of remvnera-

18 tion for those services.".

19 (b) Section 1402(a) of the Internal Revenue Code of

20 1954 (relatimg to definition of net earnings from self-em-

21 ployment) is amended—

22 (1) by striking out "and" at the end of paragraph

23 (10);

24 (2) by striking out the period at the end of para-

25 graph (11) and inserting in lieu thereof "; and"; and
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1 (3) by inserting after paragraph (11) the follow-

2 ing new paragraph:

3 "(12) there shall be excluded the distributive share

4 of any item of income or loss of a limited partner, as

5 such, other than guaranteed payments described in

6 section 707(c) to that partner for services actually

7 rendered to or on behalf of the partnership to the extent

8 that those payments are established to be in the na-

9 ture of remuneratiom for 'those services.".

10 (c) The amendments made by thi.s section shall apply

11 with respect to taxable years beginning after December 31,

12 1977.

1.3 TAX ON EMPLOYERS OF iNDiViDUALS WHO RECEiVE

14 INCOME FROM TIPS

15 SEC. 306. (a) Section 3121 of the Internal Revenue

16 Code of 1954 (definitions under Federal Insurance Con-

17 tributions Act) is amended by adding at the end thereof the

18 following new subsection:

19 "(s) SPECIAL RULE FOR DETERMINiNG WAGES SUB-

20 JECT TO EMPLOYER TAX iN CASE OF CERTAiN EM-

21 PLOYERS WHOSE EMPLOYEES RECEIVE INCOME FROM

22 TiPs.—If the wages paid by an employer with respect to

23 the employment during any month of an individual who

24 (for services performed in connection with such em ploy-

25 ment) receives tips which constitute wages, and to which
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section 3102(a) applies, are less than the total anount

2 which would be payable (with respect to such employment)

at the minimum wage rate applicable to such individual under

4 section 6(a) (1) of the Fair Labor Standards Act of 1938

5 (determined without regard to section 3(m) of such Act),

6 the wages so paid shall be deemed for purposes of section

3111 to be equal to such total amount.".

8 (b) Section 3111 of such Code is amended by inserting

9 "and (s)" after "3121 (a)"in subsections (a) and (b).

10 (c) The amendments made by this section shall apply

with respect to wages paid with respect to employment per-

12 formed in months after December 1977.

13 REVOCATION OF EXEMPTION FROM COVERAGE BY

14 CLERGYMEN

15 SEC. 307. (a) Notwithstanding section 1402 (e) (3) of

16 the Internal Revenue Code of 1954, anj exemption which ha

17 been received under section 1402(e) (1) of such Code by a

18 duly ordained, commiioned, or licensed minister of a church

19 or a Christian Science practitioner, and which is effective for

20 the taxable year in which this Act is enacted, may be revoked

21 by filing an application there for (in such form and manner,

22 and with such official, as may be prescribed in regulations

23 made under chapter 2 of such Code), if such application s

24 filed—

25 (1) before the applicant becomes entitled. to benefits
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1
under section 202(a) or 223 of the Social Security Act

2
(withrntt regard to section 202 (j) (1) or 223(b) of. such

3
Act),and

4
(2) no later than the due date of the Federal inoome

tax return (including any extensiqn thereof) for the ap-

6 plicant's first taxable year beginning after the date of the

7 enactment of this Act.

8 Any such revocation shall be effective (for purposes of chap-

ter 2 of the Internal Revenue Code of 1954 and title II of

10 the Social Security Act), as specifid in the application, either

ii with respect to the applicant's first taxable year ending ort or

12 after the date of the enactment of thi8 Act or with respect to the

13 apploant's first taxable year beginning after such date, and

14 for all succeeding taxable years; and the applicantfor any

is such revocation may not thereafter again file application for

16 an exemption under such section 1402(e) (1). If the appli-

17 cation is filed on or afte.r the due date of the applicant's first

18 taxable year ending on or after the date of 'the enactment of

19 this Act and is effective with respect to that taxable year, it

20 shall include or be accompanied by payment in full of an

21 amount equal to the total of the taxes that would have been

22 imposed by section 1401 of the Interr&al Revenue Code of

23 1954 with respect to all of the applicant's income derived in

24 that taxable year which would have' constituted net earnings

2 from self-employment for purposes of chapter 2 of such Code
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1 (notwithstanding section 1402 (c) (4) or (c) (5) of such

2 Code) except for the exemption under section 1402(e) (1) cf

such Code.

(b) Subsection (a) shall apply with respect to service

performed (to the extent' specified in .uch subsection) in tax-

6 able years ending on or after the date of the enactment of

this Act, and with respect to monthly insurance benefits pay-

8 able under title .11 of the Social Security Act on the basis

9 of the wages and self-employment income of any individual

10 for morttlis in or after the calendar year in which such

11 individual's application for revocation (a described in such

12 subsection) is filed (and lump-sum death payments payable

13 under 'such title on the basis of such wages and self-employ-

14 ment income in the case of deaths occurring in or after such

15 calendar year).

16 INTERNATIONAL AGREEMENTS WITH RESPECT TO SOCIAL

17 SECURITY BENEFITS

18 SEC. 308. (a) Title II of the Social Security Act is

19 amended by adding at the end thereof the following new

20 section:

21 "INTERNATIONAL AGREEMENTS

22 "Purpose of Agreement

23 "SEC. 233. (a) The President is authorized to enter into

24 agreements establishing totalization arrangements between the

25 social security system established by this title and the social
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-i security system of any foreign country, for the purposes Qf

2 establishing entitlement to and the amount of old-age, sur-

3 vivors, disability, or derivative benefits based on a combina-

4 tion of an individual's periods of coverage under the social

5 security system established by this title and the social security

6 system of such foreign country.

7 "Definitions

8 "(b) For the purposes of this section—

9 "(1) the term 'social security system' means, with

10 respect to a foreign country, a social insurance or pen-

11 sion system which is of general application in the country

12 and under which periodic benefits, or the actuarial eqüiv-

13 alent thereof, are paid on account of old age, death, or

14 disability; and

15 "(2) the term 'period of coverage' means a period

16 of payment of contributions or a period of ea?rnings

17 based on wages for employment or on self-employment

18 income, or any similar period recognized as equivalent

19 thereto under this title or under the social security system

20 of a country which is a party to an agreement entered

21 into under this section.

22 "Crediting Periods of Coverage; Conditions of Payment

23 of Benefits

24 "(c) (1) Any agreement establishing a totalization

25 arrangement pursuant to this section shall provide—
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1
"(4) that in the case of an individual thho has at

2 least 6 quarters of coverage as defined in .section 213 of

this Act and periods of coverage under the social security

system of a foreign country. which is a party to such

5
agreement, periods of coverage of such individual under

6 such social security system of .such foreign country may

be combined with periods of coverage under this title and

8 otherwise considered for the purposes of establishing

9 entitlement to and the amount of old-age, survivors, aind

10 disability insurance benefits under this title;

11 "(B) (i) that employment or self-employment, or any

12 service which is recognized as equivalent to employment

13 or self-employment under this title or. the social security

14 system of a foreign country which is a party to such

15 agreement, shall, on or after the effective date of such

16 agreement, result in a period of coverage under the system

17 established under this title or under the system established

18 under the laws of such foreign country, but not under

19 both, and (ii) the methods and conditions for determining

20 under which system employment, self-employment, or

21 other service shall result in a period of coverage; and

22 "(0) that where an individual's periods of coverage

23 are combined, the benefit amount payable under this title

24 shall be based on the proportion of such individual's

25 periods of coverage which was completed under this title.
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"(2) Any such agreement may provide that—

2
"(A) an individual who is entitled to cash benefits

under this title shall, notwithstanding the provisions of

section 202(t), receive such benefits while he resides in a

5
foreign country which is a party to such agreement; and

6
"(B) the benefit paid by the United States to an

7
individual who legally resides in the United States shall

8 be increased to an amount which, when added to the

benefit paid by such foreign country, will be equal to the

10 benefit amount which would be payable to an entitled

11 individual based on the first figure in (or deemed to

12 be in) column IV of the table in section 215(a) in the

13 case of an individual becoming eligible for such benefit

14 before January 1, 1979, or based on a primary insur-

15 ance amount determined under section 215(a) (1) (C)

16 (i) (I) in the case of an individual becoming eligible

17 for such benefit on or after that date.

18 "(3) Section 226 shall not apply in the case of any

19 inilividual to whom it would not be applicable bwt for this

20 section or any agreement or regulation under this section.

21 "(4) Any such agreement may contain such other provi-

22 ions, not inconsistent with this section, as the President

deems appropriate.

24 'Regulations

25 "(d) The Secretary of Health, Education, and Welfare
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shall make rules and regulations and establish procedures

2
which are reasonable and necessary to implement and admin-

ister any agreement which has been entered into in accordance

with this section.

5
"Reports to Congress; Effective Date of Agreements

6 "(e)(1) Any agreement to establish a totalization

7 arrangement entered into purswant to this section shall be

8 transmitted by the President to the Congress.

"(2) Such an agreement shall become effective on any

10 date, provided in the agreement, which occurs after the

expiration of 90 days on each, of which at least one House of

12 Congres is in se$sion following the date on which the agree-

13 ment is transmitted in accordance with paragraph (1).".

14 (19 (1) Section 1401 of the Internal Revenue Code of

1954 is amended by adding at the end thereof the following

16 new subsection:

17 "(c) RELIEF FROM TAXES iN CASES COVERED BY

18 CERTAIN INTERNATIONAL AGREEMENTS.—During any

19 period in which there is in effect an agreement entered into

20 pursuant to section 233 of the Social Security Act with any

21 foreign country, the self-employment income of an individ-

22 ual shall be exempt from the taxes imposed by this section to

23 the extAnt that such self-employment income is subject under

24 such agreement to taxes Or contributions for similar purposes

25 under the social security system of such foreign country.".
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(2) Sections 3101 and 3111 of such Code are each

2 anended by adding at the end thereof the following new sub-

section:

"(c) RELiEF FROM TAXES IN CASES COVERED BY

5 CERTAIN INTERNATIONAL AGREEMENTS.—During any

6 period n which there is n effect an agrement entered into

7 pursuant to section 233 of the Social Security Act with any

8 foreqn country, wages received by or paid to an individual

9 shall be exempt from the taxes imposed by this section to the

10 extent that such wages are subject under such agreement to

11 taxes or contributions for similar purposes under the •nnl

12 security system of such forezgn country.".

13 (3) Section .6051 (a) of such Code is amended by add-

14 ing at the end thereof the following new sentence: "The

15 amounts requ.ired to be shown by paragraph (5) shall not

16 include wages wMch are exempted pursuant to sections 3101

17 (c) •and 3111 (c) from the taxes imposed by sections 3101

18 and 3111.".

19 (4) Notwithstanding any other provision of law, taxes

20 paid by any individual to any foreign country with respect

21 to any period of employment or self-employment wMch i.i

22 covered under the social security system of such foreign coun-

23 try in accordance with the terms of an agreement entered

24 into pursuant to section 233 of the Social Security Act shall

25 not, under the income tax laws of the United States, be
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deductible by, 'or creditable against the income tax of, any

: such individual.

3 VALIDATION OF PAST SOCIAL SECURITY COVERAGE FOR

4 CERTAIN. ILLINOIS POLICEMEN AND FIREMEN

5 SEC. 309. (a) Notwithstanding the provisions, of sub-

6 section (d) (5) (A) of section 218 of the Social Security Act

7 and the references thereto. in subsections (d) (1) and (d) (3)

8 of such' section 218 (but subject to subsection (b) of this

section), the agreement with the State of Illinois heretofore

10 entered into pursuant to such 'section 218 shall be deemed

11 to apply to all services which were performed prior to Decem-

12 ber 31, 1977, by any individual employed by such State or

13 any political subdivision thereof im a policeman's or fire-

14 man's posit'ion covered by the Illinois Municipal Retirement

15 Fund, and with respect to which such State has paid to the

16 Secretary of the Treasury the sums prescribed pursuant

17 to subsection (e) (1) (A) of such section 218 at the time

18 or times established pursuant to such subsection (but only

19 if there has been no refund of the sums so paid or, if a

20 refund of part or all of such sums has beem obtained, the

21 State of Illinois repays to the Secretary of the Treasury the

22 amount of such refund within ninety days after the date of

23 the enactment of this Act).

24 (b) Subsection (a) shall not apply with respect to

25 services performed by individuals employed by any political
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subdivision which indicates, in such manner and within such

period as the Secretary shall prescribe, that it does not wish

such subsection to apply with respect to those services.

COVERAGE FOR POLICEMEN AND FIREMEN IN

MISSISSIPPI

SEC. 310. Section 218(p) (1) of the Social Security

is amended by inserting "Mississippi," after "Mary-Act

lan4,".

COVERAGE UNDER DIVIDED RETIREMENT SYSTEM FOR

STATE AND LOCAL EMPLOYEES IN NEW JERSEY

SEC. 311. Section 218(d) (6) (0) of the Social Securit7'

Act is amended by insertng "New Jersey," after "Nevada,".

COVERAGE OF SERVICE UNDER WISCONSIN RETIREMEN"

SYSTEM

SEC. 312. Section 218(m) (1) of the Social Security

Act is amended by inserting after "Wisconsin retirement

fund" the following: "or any successor system".

CONFORMING AMENDMENTS

SEC. 313. (a) (1) Section 210(a) of the Social Security

Act (as amended by the preceding provisions of tMs title

and by section 601) is further amended by redesignating

paragraphs (8) through (20) as paragraphs (5) thraugh

(17), respectively.

(2) (A) Section 205(o) of such Act is amended by
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1
striking out "section 210(a) (9)" and inserting in lieu

2
thereof "section 210(a) (6)".

(B) Section 210(b) of such Act is amended by striking

out "paragraphs (9) of subsection (a)" and inserting in lieu

thereof "paragraph (6) of subsection (a)".

6
(0) Seetion 211 (c) (2) of such Act is amended—

7
(i) by striking out "section 210(a) (14) (B)" in

8 subparagraph (A) and inserting in lieu thereof "section

9 210(a) (11) (B)";

to (ii) by striking out "section 210(a) (16)" in sub-

11 paragraph (B) and inserting in lieu thereof "section

12 210(a) (13)";

13 (iii) by striking out "section 210(a) (11), (12),

14 or (15)" in subparagraph (C) and inserting in lieu

15 thereof "section 210(a) (8), (9), or (12)"; and

16 (iv) by striking out "section 210(ä) (20)" in sub-

17 paragraph (F) and inserting in 'lieu thereof "section

18 210(a) (17)".

19 (b) (1) Section 3121 (b) of the Internal Revenue

20 Code of 1954 (relating to definition of employment), as

21 am.ended by the preceding provisions of this title and by

22 section 612, is further amended by redesignating paragraphs

23 (8) through (20) as paragraphs (5) through (17),

.24 respeotively..
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1 (2) (A) Section 1402(c) (2) of such Code (relating

2 to definition of trade or business) 'is amended—

3 (i) &y striking out "section 3121 (b) (14) (B)"

4 in subparagraph (A) and inserting in lieu thereof "sec-

5 tion 3121 (b) (11) (B)";

6 (ii) by striking out "section 3121 (b) (16)" in

7 subparagraph (B) and inserting in lieu thereof "section

8 3121 (b) (13)";

9 (iii) •by striking out "section 3121 (b) (11), (12),

10 or (1)"in subparagraph (C) and inserting in lieu

11 thereof "section 3121 (b) (8), (9), or (12)"; and

12 (iv) &y striking out "section 3121 (b) (20)" in

13 subparagraph (F) and inserting in lieu thereof "section

14 3121 (b) (17)".

15 (B) Section 3121 (c) of such Code (relating to in-

16 cluded and excluded service) is amended 'by striking out "by

17 subsection (b) (9)" and inserting in lieu thereof "by sub-

18 section (b) (6)".

19 (C) Section 3121(r) (3) of such Code (relating to

20 election of coverage by religious orders) is amended by

21 striking out "subsection (b) (8) (A)" and "section 210(a)

22 (8) (A)" and inserting in lieu thereof "subsection (b)

23 (5)" and "section 210(a) (5)", respectively.

24 (D) Section 3124 of such Code (relating to estimate
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of revenue reduction) is amended by striking out "section

2
3121 (b) (9)" and inserting in lieu thereof "section 3121 (h,

(6)".

(c) Section 18(2) of the Railroad Retirement Act of

1974 is amended by striking owt "section 210(a) (9) of the

6
Social Security Act" and inserting in lieu thereof "section

210(a) (6) of the Social Security Act".

8
(d) The amendments made by this section shall apply

with respect to service per fornied after December 1981.

10 TITLE I V—ELIMINATION OF GENDER-BASED

11 DISTINCTIONS UNDER THE OLD-AGE, SUB-

12 VIVORS, AND DISABILITY INSURANCE

13 PROGRAM

14 PART A—EQUALIZATION OF TREATMENT OF MEN AND

15 WOMEN UNDER THE PRO GRAM.

16 DIVORCED HUSBANDS

17 SEC. 401. (a) (1) Section, 202(c) (1) of the Social

18 Security Act is amended, in the matter preceding 8ubpara-

19 graph '(A), by inserting "and every divorced husband (as

26 defined in section 216(d))" before "of an individual" and

21 inserting "or such divorced husband" after "if such hus-

22 band".

23 (.2) Section 202(c) (1) of such Act is further

24 amended—
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(A) by redesignating subparagraph$ (C) and (D)

2 as subparagraphs (D) and (E), and by insertiiig after

3 subparagraph (B) the following new subparagraph:

4 "(C) in the case of a divorced husband, is not

5 married,";

6 (B) by striking owt "after August 1950" in the

7 matter following subparagraph (E) (as so red esig-

8 nated); and

9 (C) by striking 'out "the month in which any of

10 the following occurs.•" and all that follows and insert-

11 ing in lieu thereof the following:

12 "the first month in which any of the following occurs:

13 "(F) he dies,

14 "(G) such individual dies,

15 "(H) in the case of a husband, they are divorced

16 and either (i) he has not attained age 62, or (ii) he

17 has attained age 62 but has not been married to such

18 individual for a period of 20 years immediately before

19 the divorce became effective,

20 "(1) in the case of a divorced husband, he marl'ies

21 a person other than such individual,

22 "(J) he becomes entitled to an old-age or die-

23 ability insurance benefit based on a primary insurance

24 amount which is equal lb or exceeds one-half of the

25 primary insurance amount of such individual, or
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1
"(K) such individual is not entitled to disability

2 insurance benefits and is not entitled to old-age insur-

ance benefits.".

4 (3) Section 202(c) (3) of such Act is amended by

inserting "(or, in the case of a divorced husband, his former

6 wife)" before "for such month".

(4) Section 202(c) of such Act is amended by adding

8 after paragraph (3) the following new paragraph:

9 "(4) In f/i.e case of any divorced husband who

10 marries—

11 "(A) an individual entitled to benefits under

12 subsection (b.), (e), (g), or (h) of this section, or

13 "(B) an individual who has attained the age

14 of 18 and is entitled to benefits under subsection

15 (d),

16 such divorced husband's entitlement to benefits under

17 this subsection shall, notwithstanding the provisions of

18 paragraph. (1) (but subject to subsection (s)), not

19 be terminated by reason of such marriage.".

20 (5) Section 202(c) (2) of such Act is amended by,'

21 striking out "(C)" in the matter immediately preceding

22 subparagraph (A) and inserting in lieu thereof "(D)".

23 (6) Section 202(b) (3) (A) of such Act is amended

24 by striking out "(f)" and inserting in lieu thereof "(c),

25 (f),".
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(7) Section 202(c) (1) (E) of such Act (as re-

2 designated by paragraph (2) of this subsection) is amended

by striking out "his wife" and inserting i lieu thereof

"such individual".

(b) (1) Section 202(f) (1) of such Act is amended,

6 ii the matter preceding subparagraph (A), by inserting

7 "and every surviving divorced husband (as defined in section

8 216(d))" before "of an individual" and inserting "or

9 such surviving divorced husband" after "if such widower".

10 (2) Section 202(f) (1) of such Act is further amended

ii. by striking out "his deceased wife" in subparagraph (E)

12 and in, .the matter following subparagraph (G) and insert-

13 ing in lieu thereof "such deceased individual".

14 (3) Paragraphs (3), (4), (6), and (7) of section 202

15 (f) of such Act are each amended by inserting "or surviving

16 divorced husband" after "widower" wherever it appears.

17 (4) Paragraph (3) of section 202(f) of such Act is

18 further amended by striking out "his deoeased wife" wherever

19 it appears and by inserting in lieu thereof "such deceased

20 individual", and by striking out "wife" wherever it appears

21 and ins'erting in lieu thereof "individual".

22 (5) Section 202(f) (4) of such Act is further amended

23 by striking out "remarries" and inserting in lieu thereof

24 "marries", and by inserting "or surviving divorced hus-

25 band's" after "widower's".
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(6) Section 202(e) (3) (A) of such Act is amended by

2
striking out "(f)" and inserting in lieu thereof "(c), (f),".

3
(7) Section 202(g) (3) (A) of such Act is amended by

inserting "(c)," before "(f),".

(8) Section 202(h) (4) (A) of such Act is amended by

6
inserting "(c)," before "(e),".

(c) (1) Section 216(d) of such Act is amended by re-

8
designating paragraph (4) as paragraph (6), and by insert-

ing after paragraph (3) the following new paragraphs:

10
"(4) The term 'divorced husband' means a man di-

vorced from an individual, but only if he has been married

12 to such individual for a period of 20 years immediately

13 before the date the divorce became effective.

14
"(5) The term 'surviving divorced husband' means a

15 man divorced from an individual who has died, but only if he

16 has been married to the individual for a period of 20 years

17 immediately before the divorce became effective.".

18 (2) The heading of section ,216(d) of such Act s

19 amended to read as follows:

20
"Divorced Spouses; Divorce".

21 (d) (1) Section 205(b) of ,'4uch Act is amended by

22 inserting "divorced husband," after "husband," and "surviv-

23 ing divorced husband," after "widower,".

24 (2) Section 20J(c) (1) (C) of such Act is amended

25 by inserting "surviving divorced husband," after "wife,".



196

1 REMARRiAGE OF SURViViNG SPOUSE BEFORE AGE 60

2 SEC. 402. Section 202(f) (1) (A) of the Social Security

3 Act is amended by striking out "has not remarried" and

4 inserting in lieu thereof "is not married".

5 iLLEGITiMATE CHiLDREN

6 SEC. 403. (a) Section 216(h) (3) of the Social Secu-

7 rity Act is amended by inserting "mother or" before "father"

8 wherever it appears.

9 (b) Section 216(h) (3) (A) (i) of such Act is amended

10 by striking out "daughter," at the end of clause (ill) and

11 all that follows and inserting in lieu thereof "daughter; or".

12 (c) Section 216(h) (3) (A) (ii) of such Act is amended

13 by striking out everything after "time" and inserting in lieu

14 thereof "such applicant's application for benefits was filed;".

15 (d) Section 216(k) (3) (B) (i) of such Act is amended

16 by striking out "daughter," at the end of clavse (ill) and

17 all that follows and inserting in lieu thereof "daughter; or".

18 (e) Section 216(h) (3) (B) (ii) of such Act is amended

19 by striking out "such period of disability began" and insert-

20 ing in lieu thereof "such applicant's application for benefits

21 was filed".

22 TRANSiTiONAL iNSURED STATUS

23 SEC. 404. (a) Section 227(a) of the Social Security

24 Act is amended—
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1
(1) by striking out "wife" wherever it appears and

2
inserting in lieu thereof "spouse";

3
(2) •by striking, out "wife's" wherever it appears

and inserting in lieu thereof "spouse's";

5
(3) by striking out "she" wherever it appears and

6
inserting in lieu thereof "he or she",•

7
(4) by striking out "his" wherever it appears and

8 inserting in lieu thereof "his or her"; and

9 (5) by inserting "or section 202(c)' after "sec-

10 tion 202(b)" wherever it appears.

(b) Section 227(b) and section 227(c) of such Act

12 are amended—

13 (1) by striking out "widow" wherever it appears

14 and inserting in lieu thereof "surviving spouse";

15 (2) by striking ottt "widow's" whereverit appears

16 and inserting in lieu thereof "surviving spouse's";

17 (8) by striking out "her" wherever it appears and

18 inserting in lieu thereof "the"; and

19 (4) by inserting "or section 202(f)" after "section

20 202(e)" wherever it appears.

21 (c) Section 216 of such Act (as amended by the pre-

22 ceding provisions of this Act) is further amended by in-

23 serting before subsection (b) the following new subsection:
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1 "Spouse; Surbiving Spouse

2 "(a) (1) The. term 'spouse' means a wife as defined

3 in subsection (b) or a husband as defined in subsection (f).

"(2) The term 'surviving spouse' means a widow as

defined in subsection (c) or a widower as defined in sub-

6 section (g).".

7 EQUALIZATION OF BENEFITS UNDER SECTION 228

8 SEC. 405. (a) Section 228(b) (2) of the Social Secu-

9 rity Act is amended—

10 (1) by striking out "the husband's benefit" and

11 inserting in lieu thereof "each of their benefits";

12 (2) by striking out "$64.40" and inserting in lieu

13 thereof "$48.30", and

1.4 (3) by striking out everything after "section

15 215(i)" the first time it appears and inserting in lieu

16 thereof a period.

17 (b). Section 228(c) (3) of such Act is amended to

18 read as follows:

19 "(3) In the case of a husband or wife, both of whom

20 are entitled to benefits under this section for any month, the

21 benefit. amount of each, after any reduction under paragraph

22 (1), shall be further reduced (but not below zero) by the

23 excess (if any) of (A) the total amount of any periodic
24 benefits under governmental pension systems for which the

other is eligible for such month, over (B) the larger of



199

1
$48.30 or the amount most recently established in lieu

2
thereof under section 215 (i).".

(c) The Secretary shall increase the amounts specified

in section 228 of the Social Security Act, as amended by

this section, to take account of any general benefit increases

6 (as referred to in section 215(i) (3) of such Act), and

any increases under section 215(i) of such Act, which

8 occur after June 1974.

9 FATHER'S INSURANCE BENEFITS

10 SEC. 406. (a) Section 202(g) Of the Social Securit!,

Act is amended—

12 (1) by striking out "widow" wherever it appears

13 and inserting in lieu thereof "surviving spouse";

14 (2) by s•t'iking out "widow's" wherever it appear$

15 and inserting in lieu thereof. "surviving spouse's";

16 (3) by striking out "wife's irsurance bne fits" in

17 paragraph (1) (D) and inserting in lieu thereof "a

is spouse's insurance benefit";

19 (4) by striking out "he" in paragraph (1) (D) and

20 wherever it appears in paragraph (3) and inserting in

21 lieu thereof "such individual";

22 (5). by striking out "her" wherever it appears and

23 inserting in lieu thereof "his or her";

24 (6) by striking out "she" wherever it appears and

25 inserting in lieu thereof "he or she";
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1 (7) by striking out "mother" wherever it appears

2 and inserting in lieu thereof "parent";

3 (8) by inserting "or father's" after "mother's"

4 wherever it appears;

5 (9) by striking out "after August 1950";

6 (10) by inserting "this subsection or" before "sub-

7 section (a) "in paragraph (3) (A),• and

8 (11) by striking out "his" in paragraph (3) and

9 inserting in lieu thereof "his or her".

10 (b) The heading of section 202(g) of such Act is

11 amended by inserting "and Father's" after "Mother's".

12 (c) Section 216(d) of such Act (as amended by section

13 401 (c) (1) of this Act) is further amended by redesignating

14 paragraph (6) as paragraph (8)., and by inserting after

15 paragraph (5) the following new paragraphs.

16 "(6) The term 'surviving divorced father' means a man

17 divorced from an individual who has died, but only if (A)

18 he is the father of her son or daughter, (B) he legally

19 adopted her son or daughter while he was married to her

20 and while such son or daughter was under the age of 18,

21 (C) she legally adopted his son or daughter while he was

22 married to her and while such son or daughter was under the

23 age of 18, or (D) he was .narrid.to her at the time both of

24 them legally adopted a child under the age of 18.

"(7) The term 'surviving divorced parent' means a sur-
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1
viving divorced mother as defined in paragraph (3) of this

2
subsection or a surviving divorced father as defined in para-

graph (6).".

(d) Section 202(c) (1) of such Act (as amended by

section 401 (a) (2) of this Act) is further amended by in-

6
serting "(subject to subsection (s))" before "be entitled

to" in the matter following subparagraph (E) and pre-

8 ceding subparagraph (F).

(e) Section 202(c) (1) (B) of such Act is amended by

10 inserting after "62" the following: "or (in the case of a

husband) has in his care (individually or jointly with such

12 individual) at the time of filing such application a child en-

13 titled to child's insurance benefits on the basis of the wages and

14 self-employment income of such individual".

15 (f) Section 202(c) (1) of such Act (as amended by

16 section 401 (a) (2) (C) of this Act) is further amended by

17 redesignating the new subparagraphs (J) and (K) as sub-

18 paragraphs (K) and (L), respectively, and by adding after

19 subparagraph (I) the following new subparagraph:

20 "(J) in the case of a husband who has not attained

21 age 62, no child of such individual i. entitled to a child's

22 insurance benefit,".

23 (g) Section 202(f) (1) (0) of such Act is amended by

24 inserting "(i)" after "(C)", by adding "or" after "223,",

25 and by inserting at the end thereof the following new clause.
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"(ii) was entitled, on the basis of such wages and

2 self-employment income, to father's insurance benefis for

3 the month preceding the month in which he attained age

4 65,".

5 (h) Section 202(f) (6) of. such Act is amended by strik-

6 ing out "or" at the end of subparagraph (A,), by adding "or"

7 after the comma at the end of subparagraph (B), and &y

8 adding after and below subparagraph (B) the following new

9 subparagraph:

10 "(0) the last month for which he was entitled to

11 father's insurance benefits on the basis of the wages and

12 self-employment income of such individual,".

13 EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY

14.
. BENEFICIARY

15 SEC. 407. (a) Section 202(d) (5) of the Social Secu-

16 rity Act is amended by striking out "a male individual" in

17 the matter following subparagraph (B) and imserting in

18 lieu thereof "an individual".

19 (b) The amendment made by subsection (a) of this

20 section shall be effectke with respect to benefits under title

21 II of the Social Security Act for months after December

22 1977, but only in cases where the "last month" referred to

23 in section 202(d) (5) of such Act is a month after December

24 1977
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EFFECT OF MARRIAGE ON. OTHER DEPENDENTS' OR

2
DEPENDENT SURVIVORS' BENEFITS

SEC. 408. (a) Section 202(c) (4) of the Social Se-

curity Act (as added by section 401 (a) (4) of this Act) is

further amended by inserting before the period at the end

6 thereof the following: "; except that, in the case of such a

marriage to an individual entitled to benefits under subsec-

8 tion (d), the preceding provisions of this paragraph shall not

apply with respect to benefits for' months after the last month

io for which such individual is entitled to such benefits under

ii subsection (d) unless she ceases to be so entitled by reason of

12 her death".

13 (b) Section 202(f) (4) of such Act is amended by in-

14 serting before the period at the end thereof the following:

15 "; except that, in the case of such a marriage to an individual

16 entitled to benefits under subsection (d), the preceding pro-

17 visions of this paragraph shall not apply with respect to

18 benefits for months after the last month for which such in-

19 dividual is entitled to such benefits under subsection (d)

20 vnless she ceases to be' so entitled by reason of her death".

21 (c) Section 202(h) (4) of such Act is amended by

22 striking out "a male individual" in the m1atter following

23 clause (B) and inserting n lieu thereof "an individual".

24 (d) The amendments made by this section shall be ef-
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1
fective with respect to benefits under title II of• the Social

2
Security Act for months after December 1977, but only in

.cases where the. "la$t month" referred to in section 202(c)

(4), 202(f) (4), 202(g) (3), or 202(h) (4) is a month

after December 1977.

6 TREATMENT OF SELF-EMPLOYMENT INCOME IN

7 COMMUNITY PROPERTY STATES

8 SEC. 409. (a) Section 211 (a) (5) (A) of the Social

Security Act and sectiOn 1402(a) (5) (A) of the Internal

10 Revenue Code of 1954 are each amended by striking out

"husband unless the wife exercises substantially all of the

12 management and control of such trade or business, in which

13 case all of suOh gross income and deductions shall be treated

14 as the gross irwome and deductions of the wife" and inserting'

15 in lieu thereof "spouse who exercises the greater manage-

16 ment and control over the trade or business, except that such

17 income and deduction,s shall be divided equally between the

18 two spouses if each spouse exercises the same amount of man-

19 agément and control over the trade or business".

20 (b) The amendments made by sub$ection (a) shall be

2]. effective with respect to taxable years beginning after De-

22 cember 1977.

23 CREDIT FOR CERTAIN MILITARY SERVICE

SEC. 410. Section 217(f) of the Social Security Act

25 is amended by striking out "widow" each place it appears
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1 and inserting in lieu thereof "surviving spowse", and &y

2 striking out "her" each place it appears in paragraph (2)

and inserting in lieu thereof "his".

4 : CONFORMING AMENDMENTS

5 SEC. 411. (a) Section 202(b) (3) (A) of the Social

6 Seóvrity Act (as amended by sectün 401 (a) (6) of this

7 Act) is 'further amended by inserting "(g)," after "(f),".

8 (b) Section 202(p) (1) of such Act is amended by

9 striking out "subparagraph (C) of subsection (c) (1)"

10 and inserting in lieu thereof "subparagraph (D) of sub-.

11 seOtion (c) (1)".

12 (c) Section 202(q) (3) of such Act' is amended by

13 inserting "or surviving divorced husband" after "widower"

14 in subparagraphs (E), (F), and (G).

15 (d) Section 202(q) (5) of such Act is amended—

16 (1) by inserting "husband's or" before "wife'8"

17 each place it appears;

18 (2) by inserting "he or" before "she" each place

19 it appears;

20 (3) by inserting "his or" before "her" each place

21 it appears;

22 (4) by striking out "the woman" in subparagraph

23 (B) (ii) and "a woman" in subparagraph (C) and

24 inserting in lieu thereof "the individual" and "an individ-

25 ual", respectively; and



206

1 (5) in subparagraph (D), by inserting "widower's

or" before "widow's"; by inserting "wife or" before

3 "hus band" each place it appears; by inserting "wife's

4 or" before "husband's" each place it appears; and by

5 inserting "father's or" before "mother's".

6 (e) (1) Section 2O2(q) (6) (A) (i) of such Act is

7 amended by striking out "o:r husband's insurance" in sub-

8 division (I), and by inserting "or husband's" after "wife's"

9 in subdivision, (II).

10 (2) Section 2O2(q) (7) of such Act is amended, in

11 subparagraph (B), by inserting "husband's or" before

12 "wife's", by inserting "he or" before "she", and by insert-

13 ing "his or" before "her", and in subparagraph (D) by

14 imsertng "or widOwer's" after "widow's".

15 (f) (1) Section, 202(s) (1) of such Act is amended

16 by inserting "(c)(1)," after "(b)(1),".

17 (2) Section 202(s) (2) of such Act is amended by

18 inserting "(c) (4)," after "(19 (3),".

19 (3) Section 202(s) (3) of such Act is amended by

20 inserting "(c) (4)," after "(b) (3),", and by• inserting

21 "(f)(4)," after"(e)(3),".

22 (g) Section 203(a) (3) of such Act (as in effect in

23 December 1977) is amended by inserting ', or as a divorced

24 husband under section 202(c) or as a surviving divorced

25 husband under section 202(f)," after "section 202(e)", by
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striking out "she" and inserting in lieu thereof "he or she",

2
and by in$erting "or divorced husband or surviving divorced

husband" after "such divorced wife or surviving divorced

wife".

(h) The third sentence of section 203(b) of such Act

6 is amended by inserting "or father's" after "mother's".

(i) The text of section 203(c) of such Act is amended

8 to read as follows—

"(c) Deductions, in such amounts and at such time or

10 times as the Secretary shall determine, shal.l be made from

any 'payment or payments under this title to which an mdi-

12 vidual is entitled, until the total of such deductions equals

13 such individwal's benefits or benefit under section 202 for

14 any month—

15 "(1) in which such individual is under the age of

16 seventy-two and on seven or more different calendar

17 days of which such individual engaged in noncovered

18 remunerative activity outside the United States; or

19 "(2) in which such individual, if a wife or husband

20 under age sixty-five entitled to a wife's or •husband's

21 insurance benefit, did not have in his or her care (mdi-

22 vidually or jointly with his or her spouse) a child of such

23 ,spouse entitled to a child's insurance benefit and such

24 wife's or husband's insurance benefit for such month was

25 not reduced under the provisions of section 202(q); or
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1 "(3) in which such individual, if a widow or wid-

2 ower entitled to a mother's or father's insurance benefit,

3 did not have in his or her care a child of his or her de-

4 ceased spouse entitled to a child's insurance benefit; or

5 "(4) in which such an individual, if a surviving

6 divorced mother or father entitled to a mother's or father's

7 insurance benefit, did not have in his or her care a child

8 of his deceased former spouse who (A) is his or her son,

9 daughter, or legally adopted child and (B) is entitled to

10 a child's insurance benefit on the basis of the wages and

11 self-employment income of such deceased former spouse.

12 For purposes of paragraphs (2), (3), and (4) of this sub-

13 section, a child shall not be considered to be entitled to a

14 child's insurance benefit for any month in which paragraph

15 (1) of section 202(s) applies or an event specified in sec-

16 tion 222 (b) occurs with respect to such child. Subject to

17 paragraph (3) of such section 202(s), no deductions shall

18 be made under this subsection from any child's insurance

19 benefit for the month in which the child entitled to such

20 benefit attained the age of eighteen or any subsequent month;

21 nor shall any deduction be made under this subsection from

22 any widow's insurance beñe fits for any month in which the

23 widow or surviving divorced wife is entitled and has not

24 attained age sixty-five (but only if she became so entitled

25 prior to attaining age sixty), or from any widower's insUr-
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ance benefit for any month in which the widower or surviv-

2 ing divorced husband is entitled and has not attained age

3 sixty-five (but only if he became so entitled prior to attain-

4 ingagesixty).".

5 (j) Section 203(d) of such Act is amended by inserting

6 "divorced husband," after "husband," in paragraph (1),

7 and by inserting "or father's" after "mother's" each place it

8 appearsin paragraph (2).

9 (k)(1) Section 205(b) of such Act (as amended &y

10 section 401 (d) (1) of this Act) is further amended by

11 inserting "surviving divorced father," after "mother,".

12 (2) Section 205(c) (1)(C) of such Act (as amended

13 by section 401(d) (2) of this Act) is further amended by

14 inserting "survi7iing divorced father," after "surviving

is divorced mother,".

16 (1) Section 216(f) of such Act is, amended by inserting

17 "(c)," before "(f)" in clause (3) (A).

18 (m) Section 216(g) of such Act is amended by insert-

19 ing "(c)," before "(f)" in clause (6) (A).

20 (n) Section 222 (bJ(1) of such Act is amended by

'21 striking out "or surviving divorced wife" and inserting in

22 lieu thereof ", surviving divorced wife, or surviving divorced

23 husband".

24 (o) Section 222(b) (3) of such Act' is amended by

25 inserting "divorced husband," after "husband,".
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1 (p) Section 222(b) (2) of such Act is amended by

2 in8erting "or father's" after "mother's" each place it appears.

3 (q) Section 222 (d) (1) of such Act is amended &y

4 inserting "and surviving divorced husbands" after "for

5 widowers" in the matter following clause (iii).

6 (r) Section 223(d) (2) of such Act is amended by

7 striking out "or widower" where that tenn appears in sub-

8 paragraphs (A) and (B) and inserting in lieu thereof

9 "widower, or surviving divoreéd husband".

10 (s) Section 225 of such Act is amended by inserting "or

11 surviving divorced husband" after "widower".

12 (t) (1) Section 226(h) (3) of such Act is amended to

13 read as follows:

14 "(3) For purposes of determinimg entitlement •to hos-

15 pital in.urance benefits under swbsection (b), any disabled

16 widow age 50 or older who is entitled to mother's insurance

17 benefits '(and who would have been entitled to widow's

18 insurance benefits by reason of disability if she had filed

19 for such widow's benefits), and any disabled widower who.

20 i entitled to father's insurance benefits (and who would

21 have been entitled to widower's insurance benefits by reason

22 of disability if he had filed for such ividower'8 benefits),

23 shall, upon application fOr such hospita insurance bene.-

24 fits, be deemed to have filed for such widow's or widower's

25 benefits.".
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1
(2) For purposes of determining emtitlement to hospital

2 insurance benefit8 under section 226(h) (3) of the Social

Security Act, as amended by paragraph (1) of this svhsec-

tion, an individual bedoming entitled to such hospital insur-

ance benefits as a result of the amendment nade &y such

6 paragraph shall, upon furnishing proof of suàh disability

within twelve months after •the month of enactment of thi$

8 Act, under such procedures as the Secretary may prescribe,

9 be deemed o have been entitled to the widow's or widower's

10 benefits referred to in such section 226(h) (3), as so

ii amended, as of the time such individual would have been

12 entitled to such widow's cr widower's benefit3 if he or she

13 had filed a timely application there for.

EFFECTIVE DATE

15 SEC. 412. Except as otherwi$e specifically provided in

16 thi$ part, the amendments made by this part shall apply only

17 with respect to monthly benefits payable under title II of the

18 Social Security Act for months after December 1977.

19 PART B—EFFECT OF MARRIAGE, REMARRIAGE, AND

20 DIVORCE ON BENEFIT ELIGIBILITY

21 ELIMINATION OF MARRIAGE OR REMARRIAGE AS FCTOR

22 TERMINATING OR REDUCING BENEFITS

23 SEC. 415. (a) (1) Section 202(b) (1) of the Social
24 Security Act is amended—
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1
(A) by adding "and" at the end of subparagraph

2 (B),

3 (B) by striking out subparagraph (C),

4 (C) by striktng out subparagraph (H), and

5 (D) &y redesignating ttbparagraphs (D), (E),

6 •(F), (G), (1), (J), and (K) as subparagraphs (C),

(D), (E), •(F), (G), (H), and (I), respectively.

8 (2) Section 202(b), of such Act is further amended by

9 striking out paragraph (3).

10 (b) (1) Section 202(c) (1) of such Act (as amended

ii by sectiofl3 401 (a) (2) and 406(f) of this Act) is

12 amended—

13 (A) by striking out subparagraph (C),

14 (B) by strzktng out subparagraph (I), and

15 (C) by redesignating subparagraphs (D), (E),

16 (F), (G), (H), (J), (K), and (L) as subparagraphs

17 (C), (D), (E), (F), (U), (H), (I), and (J),

18 respectively.

19 (2) Section 202(c) of such Act further amended by

20 striking out paragraph (4) (as added by section 401 (a)

21 (4) of this Act and amended by section 408(a)).

22 (3) Section 202 (c) (2) of such 'Act (as. amended by

23 section 401 (a) (5) of thi9 Act) is further amended by

24 striktng out "(D) " in the matter immediately preceding

25 subparagraph (A) and inserting in lieu thereof "(C)".
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1 (c) (1) Section 202(d) (1) of such Act is amended—

2 (A) by striking out "was unmarried and" in sub-

3 paragraph (B), and

4 (B) by striking out "or marries," in subparagraph

5 (1)).

6 (2) Section 202(d) of such Act is further amended by

7 striking out paragraph (5), and by redesignating paragraph3

8 (6) throitgh (9) as paragraphs (5) through (8), respec-

9 tively.

10 (d) (1) Section 202(e) (1) of such Act is amended—

11 (A) by str g'ut subparagraph (A),

12 (B) by striking out "par a graph (5)" in iubpara-

13 graph (B) and inserting in lieu thereof "paragraph
14 (3y
15 (C) by striking out "subparagraph (B)" in sub-
16 paragraph (E) and inserting in lieu thereof "subpara-
17 graph (A)",
18 (D) by striking out "subparagraph (B)", "para-
19 graph (6)", and "paragraph (5)" in subparagraph
20 (F) and inserting in lieu thereof "subparagraph (A)",
21 "paragraph (4)", and "paragraph (3)", respectively,
22 (E) &y strikinq out "remarries, dies," in the matter
23.

following subparagraph (F) and inserting in lieu thereof

"dies, or", and
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1 (F) by redesigna.thtg subparagraphs (B) through

2 (F) as subparagraphs (A) through (E), respectively.

3 (2) Section 202(e) (2) (A) of 8uch Act is amended by

4 striking out ", paragraph (4) of this subsection,".

(3) Section 202(e) of such Act is further amended by

6 striking out paragraphs (3) and (4), and by redesignating

7 paragraphs (5), (6), and as paragraphs (3), (4), and

8 (5), respectively.

9 (4) The paragraph of section 202(e) of such Act re-

10 designated as paragraph (3) by' paragraph (3) of this sub-

11 section is amended by strildng out " (1) (B) (ii)" and insert-

12 ing in lieu thereof "(1) (A) (ii)".

13 (5) The paragraph of section 202(e) of such Act re-

14 designated as paragraph '(4) by paragraph (3) of this, sub-

15 section is amended—

16 (A) 'by strikitg out "paragraph (1) (F)" and in-

17 serting in lieu thereof "paragraph (1) (E)", and

18 (B) by striking out "paragraph (5)" and inserting

19 in lieu thereof "paragraph (3)".

20 (e) (1) Section 202(f) (1) of such Act (as amended

21 by the preceding provisions of this title) is further amended—

22 (A) by striking out subparagraph (A),

23 (B) by striking out "paragraph (6)" in sub para-

24 graph (B) and in3erting in lieu thereof "paragraph

25 (4)",



215

i (C) by striking out "subparagraph (B)", in sub-

2 paragraph (F) and inserting in lieu .thereof "subpara-

3 graph (A)",

4 (D) by striking out "subparagraph (B)", "para-

5 graph (7)", and "paragraph (6)" in subparagraph

6 (G) and in3erting in lieu thereof "subparagraph (A) ",

7 "paragraph (5)", and "paragraph (4)", respectively,

8 (E) by striking out "remarrie,s," in the matter fol-

9 lowing subparagraph (G), and

10 (F) by redesignating subparagraphs (B) through

11 (G) as subparagraphs (A) through (F), respectively.

12 (2) Section 202(f) (2) of such Act is amended by

13 striking out "subparagraph (D)" and in3erting in lieu

14 thereof "subparagraph (C)".

15 (3) Section 202(f) (3) (A) of suôli Act is amended

16 by strikin,g out ", paragraph (5) of this subsection,".

17 (4) Section 202(f) of such Act is further amended by

18 striking out paragraph8 (4) and (5), and by rede8ignating

19 paragraphs (6), (7), and (8) a paragraphs, (4), (5),

20 and (6), re8pectively.

21 (5) The paragraph of section 202(f) of such Act re-

22 de8ignated as paragraph (4) by paragraph (4) of this sub-

23 section is amended by striking out "(1) (B) (ii)" and in-

24 serting in lieu thereof "(1) (A) (ii)".

25 (6) The paragrap/l of section 202(f) of such Act re-
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designated as paragraph (5) by paragraph (4) of t4is sub-

2 section is amended by striking out "paragraph (1) (G)"

3 and "paragraph (6)" and inserting in lieu thereof "para-

4 graph (1) (F)" and "paragraph (4)", respectively.

5 (f) (1) Section 202(g) (1) of such Act• (as amended

6 by section 406(a) of this Act) is further amended—

7 (A) by striking out subparagraph (A),

8 (B) by striking out "subparagraph (E)" in sub-

9 paragraph (F) (i) and inserting in lieu thereof "sub-

10 paragraph (D)",

11 (0) by striking out "he remarries," in the matter

12 following subparagraph (F), and

1 (D) by redesignating subparagraphs (B) through

14 (F) as subparagraphs (A) through (E), respectively.

15 (2) Section 202(g) of such Act is further amended by

16 striking out paragraph (3).

17 (g) (1) Section 202(h) (1) of such Act is amended—

18 (A) by striking out subparagraph (C),

19 (B) by striking out "marries," in the matter fol-

20 lowing subparagraph (E), and

21 (C) by redesignating subparagraphs (D) and (E)

22 as subparagraphs (C) and (D), respectively.

23 (2) Section 202(h) of such Act is further amended by

24 striking out paragraph (4).

25 (h) (1) Section 202 (k)(2) (B) of such Act is amended—
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1 (A) by striking out "(other than an individual to

2 whom subsection (e) (4) or (f) (5) applies)", and

3 (B) by strildng out the second sentence.

(2) Section 202(k) (3) of such Act is amended—

5 (A) by strildng out "(A)" immediately before "If

6 an individual is entitled to an old-age or disability in-

7 surance benefit", and

8 (B) by striking out subparagraph (B).

(i) Section 2O2(p)(1) of such Act. (as amended by

io section 411 (b) of this Act) is further amended by striking

11 out "subparagraph (D) of subsection (c) (1), clause (i) or

12 (ii) of subparagraph (D) of subsection (f) (1)" and insert-

13 ing in lieu thereof "subparagraph (C) of subsection (c) (1),

14 clause (i) or (ii) of subparagraph (C) of subsection (f)

15 (1)"

16 (j) (1) Section 202 (s) (2) of such Act is repealed.

17 (2) Section 202(s) (3) of such Act (as amended by

18 section 411(f) (3) of this Act) is further amended by

19 striking out "so muôh of subsection8 (b) (3), (c) (4),

20 (d) (5), (e) (3), (f) (4), (g) (3), and (h) (4) of this

21 section as follows the semicolon,".

22 DURATION-OF-MARRIAGE REQUIREMENT FOR DIVORCED

23 SPOUSES AND SURVIVING DIVORCED SPOUSES

24 SEC. 416. (a) Section 216(d) of the Social Security

25 Act i8 amended by striking out "20 years" in paragraphs
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1 (1) and (2), and in paragraphs (4) and (5) (as added by

2 section 401 (c) (1) of this Act), and insertimg in lieu thereof

in each instance "5 years".

(b) Section 202(b) (1) (F) of such Act (as redesig-

nated by section 415(a) (1) (D) of this Act) is amended

6 by striking out "20 years" and inserting in lieu thereof

"5 years".

(c) Section 202 (e)(1) (U) of such Act (as added by

section 401 (a) (2) (C) of this Act and redesignated by

10 sectiom 415(b) (1) (C)) is amended by striking out "20

ii years" and inserting in lieu thereof "5 years".

12 EFFECTIVE DATE

13 SEC. 417. (a) The amendments made by this part shall

14 apply only with respect to monthly benefits payable under

15 title II of the Social Security Act for months after December

16 1978, and, in the case of individuals who are not entitled

17 to benefits of the type involved under such title for December

18 1978, only on the basis of applications filed on or after

19 January 1, 1979.

20 (b) An individual whose entitlement to monthly in-

21 surance benefits under subsection (b), (c), (d), (e), (f),

22 (g), or (h) of section 202 of the Social Security Act

23 terminated on account of such individual's marriage or re-

24 marriage, or on account of the termination (except by reason

25 of death) of the benefits to which such individual's spouse
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1
was entitled under section 223(a) or section 202(d) (1) (B)

2 (ii) of such Act, prior to January 1979, may again become

entitled to such benefits (provided no event which would other-

wise terminate such entitlement has since occurred) beginning

with January 1979 or, if later, with the first month (after

6 January 1979) in which he files application for such reen-

titlemen. The reentitlement of such individual to benefits

8 under such subsection (and the entitlement of other persons

9 to benefits under title II of the Social Security Act to the

io extent related to such individual or his entitlement) shall

11 be treated for all the purposes of title II of the Social Security

12 Act as though such reentitlement were the individual's initial

13 entitlement.

14 PART C—STUDY

15 STUDY OF PROPOSALS TO ELIMINATE DEPENDENCY AND

16 SEX DISCRIMINADION UNDER HE SOCIAL SECURITY

17 PROGRAM

18 SEC. 421. (a) The Secretary of Health, Education, and

19 Welfare, in conultation with the Task Force on Sex Dis-

20 crimination in the Department of Justice, shall undertake

21 and carry out, within the Department of Health, Education,

22 and Welfare and the Social Security Administration, a de-

23 tailed study of proposals to eliminate dependency as a factor

24 in the determination of entitlement to spouse's benefits under

25 the 8ocial security program, and of proposals to bring about
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1 equal treatment of men and women in any and all respects

2 under such program, taking into account the practical effects

3 (particularly the effect upon women's entitlement to such

4 benefits) of such things as—

5 (1) changes in the nature and extent of women's

6 participation in the labor force,

7 (2) the increasing divorce rate, and

8 (3) the economic value of women's work in the home.

9 The study shall include appropriate cost analyses.

10 (b) The Secretary shall submit, to the Congress within

11 six months after the date of the enactment of this Act a full

12 and complete report on the study carried out under subsec-

13 tion (a).,

14 TITLE V—CHANGES IN EARNINGS TEST

15 UNDER THE OLD-AGE, SURVIVORS, AND

16 DISABILITY INSURANCE PROGRAM

17 LIBERALIZATION OF EARNINGS TEST FOR INDIVIDUALS

18 AGE 65 AND OVER

19 SEc. 501. (a) Section 203(f) (8) (A) of the Sociat

20 Security Act is amended by striking out "a new exempt

21 amount which shall be effective (unless such new exempt

22 amount is prevented from becoming effective by sub para-

23 graph (C) of this paragraph) with ,respect to any individ-

24 ua2's taxable year which ends after the calendar year" and

25 inserting in lieu thereof "the new exempt amounts (sepa-
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1 rately stated for individuals described in subparagraph (D)

2 and for other individuals) whic4 are to be applicable (unless

3 prevented from becoming effective by subparagraph (C))

4 with respect to taxable years ending in (or with the close of)

5 the calendar year after the calendar year".

6 (b) (1) Section 203(f) (8) (B) of such Act is amended

7 by striking out "The exempt amount for each month of a

8 particular taxable year shall be" in the matter preceding

9 clause (i) and inserting in lieu thereof "Except as otherwise

10 provided in subparagraph (D), the exempt amount which is

11 applicable to individuals described in such subparagraph

12 and the exempt amount which is applicable to other individ-

13 uais, for each month of a particular taxable year, shall each

14 be".

15 (2) Section 203(f) (8) (B) (i) of such Act is amended

16 by striking out "the exempt amount" and inserting in lieu

17 thereof "the corresponding exempt amount".

18 (3) The last sentence of section 203 (f) (8) (B) of such

19 Act is amended by striking out "the exempt amount" and

20 inserting in lieu thereof "an exempt amount".

21 (c) (1) Section 203(f) (8) of such Act is further

22 amended by adding at the end 'thereof the following new

23 subparagraph:

24 "(D) Notwithstanding any other provision of this

25 subsection, the exempt amount which is applicable to an
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1 individual who has attained age 65 before the close of

2 the taxable year involved—

3 "(i) shall be $333.33+ for each monith of any

4 taxable year ending after 1977 and before 1979,

5 "(ii) shall be $375 for each month of any

6 taxable year ending after 1978 and before 1980,

7 and

8 "(iii) shall e determined (under subparagraph

9 (B)) for each month of any taxable year ending

10 after 1979 as though the dollar amounts specified

11 in clauses (i) and (ii) had been determined (for

12 the taxable years ,described in such clauses) under

13 subparagraph (B).".

14 (2) No notification with respect to an increased exempt

15 amount for individuals described in section 203(f)(8) (D) of

16 the Social Security Act (as added by paragraph (1) of this

17 subsection) shall be required under the last sentence of section

18 203(f) (8) (B) of such Act in 1977 or 1978; and section

19 203(f) (8) (0) of such Act shall not prevent the new exempt

20 amount determined and published under section 203(f) (8)

21 (A) in 1977 from becoming effective to the extent that such

22 new exempt amount applies to individuals other 'than those

23 described in section 203(f) (8) (D) of such Act (as so

added).
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(d) Subsections (f) (1), (f) (3), (f) (4) (B), and

2
(h) (1) (A) of section 203 of such Act are each amended by

striking out "$200 or the exempt amount" and inserting in

lieu thereof "the applicable exempt amount".

(e) The amendments made by this section shall apply

6
with respect to taxab'e years ending after December 1977.

7 ELIMINATION OF MONTHLY EARNINGS TEST

8 SEC. 502. (a) Clause (E) of the last sentence of

section 203(f) (1) of the Sooial Security Act (as amended

10 by section 501 (d) of this Act) is further amended by

inserting before the period at the end thereof the following:

12 ", if such month is in the taxable year in which occurs the

13 first month that is both (i) a month for which the individual

14 is entitled to benefits under subsection (a), (b), (c), (d),

15 (e), (f), (g), or (h) of section 202 (without having been

16 entitled for the precteding month to a benefit under any

17 other of such subsections), and (ii) a month in which the

18 individual did not engage in self-employment and did not

19 render services for wages (determined as provided in para-

20 graph (5)) of more than the exempt amount as determined

21 under paragraph (8)".

22 (b) The amendment made by subsection (a) shall apply

23 only with respect to nwnthly benefits payable for months after

24 December 1977.
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1 LIBERALIZATION OF TEST FOR DETERMINING DEDUCTIONS

2 ON ACCOUNT OF NONCOVERED WORK OUTSIDE THE

3 UNITED STATES

4 SEC. 503. (a) Effective with respect to months in taxable

5 years ending after 1977 and before 1979, subsections (c) (1),

6 (d) (1), and (d) (2) of section 203 of the Social Security

7 Act (as amended by the preceding provisions of this Act)

8 are each amended by striking out "seven or more" and

9 inserting in lieu thereof "nine or more".

10 (b) Effective with respect to months in taxable years end-

11 ing after 1978, subsections (c) (1), (d) (1), and (d) (2) of

12 such section 203 (as amended by subsection (a) of this sec-

13 tion) are each further amended by striking out "nine or more"

14 and inserting in lieu thereof "twelve or more".

15 TITLE VI—COMBINED SOCIAL SECURITY AND

16 INOME TAX ANNUAL REPORTING

17 PART A—AMENDMENTS TO TITLE II OF THE SOCIAL

18 SECURITY ACT

19 ANNUAL CREDITING OF QUARTERS OF COVERAGE

20 SEC. 601. (a) (1) Sections 209(g) (3), 209 (j), 210

21 (a) (17) (A), and 210(f) (4) (B) of the Social Security

22 Act are each amended by striking out "quarter" wherever

23 it appears and inserting in lieu thereof "year".

24 (2) Sections 209(g)(3) and 209(j) of such Act are

25 each further amended by striking out "$50" and inserting

26 in lieu thereof "tlOO".
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(3) (A) Section 209 of such Act is amended by strik-

2 ing out "or" at the end of sttbsection (n), by striking ut the

3 period at the end f subsection (o) and inserting in lieu

4 thereof "; or", and by inserting after subsection (o) the fol-

5 lowing new subsection:

6 "(p) Remuner&ion paid by an organization exempt

7 from,. income tax under section 501 of the Internal Revenu,e

8 Code of 1954 in any calendar year to an eimployee for

9 service rendered in the employ of such organization, if the

10 remuneration paid in such year by the organization to the

11 employee for such service is less than $100.".

12 (B) Section 210(a) (10) of such Act (as amended

13 by section 302 (d) (3) of •this Act) is amended by strik-

14 ing out "(10(A)" and all that follows down through

1.5 "(B) Service" and inserting in lieu thereof "(10) Service",

16 and by redesignating clauses (i) and (ii) as subparagraph's

17 (A) and (B), respectively.

18 (b) Section 212 of such Act is aimended to read as

19 follows.•

20 "CREDITING OF SELF-EMPLOYMENT INCOME TO

21 CALENDAR YEARS

22 "SEC. 212. (a) For the purposes of determining aver-

23 age monthly wage and quarters of coverage the amount of

24 self-employment income derived during, any taxable year

25 which begins before 1978 shall—
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1 "(1) in the case of a taxable year which is a calen-

2 dar year, be credited equally to each quarter of such

3 calendar year; and

4 "(2) in the case of any other taxable year, be

5 credited equally to the calendar quarter in which such

6 taxable year ends and to each of the next three or fewer

7 preceding quarters any part of which is in such taxable

8 year.

9 "(b) For the purposes of determining average indexed

10 monthly earnings, average monthly wage, and quarters of

11 coverage the amount of self-employment income derived dur-

12 ing any taxable gear which begins after 1977 shall—

13 "(1) in the case of a taxable year which is a

1.4 calendar year or which begins with or during a calendar

1.5 year and ends with or during such year, be credited to

16 such calendar year; and

17 "(2) in the case of any other taxable year, be

18 allocated proportionately to the two calendar years,

19 portions of which are included within such taxable year,

20 on the basis of the number of months in each such

21 calendar year which are included completely within the

22 taxable year.

23 For purposes of clause (2), the calendar month in which a

24 taxable year ends shall be treated as included completely

25 within that taxable year.".
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1
(c) Section 213(a) (2) of such Act is amended to read

2
as follows:

"(2) (A) The term 'quarter of coverage' means—

4
"(i) for calendar years before 1978, and subject to

the provisions of subparagraph (B), a quarter in which

6
an individual has been paid $50 or more in wages

7
(except wages for agricultural labor paid after 1954)

8
or for which he has been credited (as determined

under section 212) with $100 or more of self-em ploy-

10 ment income; and

11 "(ii) for calendar years after 1977, and subject

12 to the provisions of subparagraph (B), each portion of

13 the total of the wages paid and the self-employment

14 income credited (pursuaint to section 212) to an individ-

15 ual in a calendar year which equals $250, with such

16 quarter of coverage being assigned to a specific calendar

17 quarter in such calendar year only if necessary in the

18 case of any individual who has attained age 62 or died

19 or i8 under a disability and the requirements for insured

20 status in subsection (a) or (b) of section 214, the

21 requirements for entitlement to a computation or re-

22 computation of his primary insurance amount, or the

23 requirements of paragraph (3) of section 216(i) would

24 not otherwise be met.
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"(B) Notwithstanding 'the provisions of subparagraph

2 (A)—

3 "(i) no quarter after the quarter in which an

4 individual dies shall be a quarter of coverage, and no

5 quarter amy part of which is included in a period of

6 disability (other than the initial quarter and the ia.L

7 quarter of such period) shall be a quarter of coverage:

8 "(ii) if the wages paid to an individual in

9 calendar year equal to $3,000 in the case of a calenda-"

10 year before 1951, or $3,600 in the case of a calendar

11 year after 1950 and before 1955, or .$4,200 in the case

12 of a calendar year after 1954 and before 1959, or $4,800

13 in the case of a calendar year after 1958 and before

14 1966, or $6,600 in the case of a calendar year after 1965

15 and before 1968, or $7,800 in the case of a calendar

16 year after 1967 and before 1972, or $9,000 in the case

17 of the calendar year 1972, or $10,800 in the case of the

18 calendar year 1973, or $13,200 in the case of the calen-

19 dar year 1974, or an amount equal to the contribution

20 and benefit base (as determined under section 230) in

21 the case of any calendar year after 1974 with respect

22 to which such contribution and benefit base is effective,

23 each quarter of such year shall (subject to clauses (i)

24 and (v)) be a quarter of coverage;

25 "(iii) if an individual has self-employment income
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1
for a taxable year, and if the sum of such income and

2 the wages paid to him during such year equals $3,600

in the case of a taxable year beginning after 1950 and

4 ending before 1955, or $4,200 in the case of a taxable

5 year ending after 1954 and before 1959, or $4,800 in

6 the case of a taxable year ending after 1958 and before

7 1966, or $6,600 in the case of a taxable year ending

8 after 1965 and before 1968, or $7,800 in the case of

9 a taxable year ending after 1967 and before 1972, or

10 $9,000 in. the case of a taxable year beginning after

ii 1971 and before 1973, or $10,800 in the case of a tax-

12 able year beginning after 1972 and before 1974, or

13 $13,200 in the case of a taxable year beginning after

14 1973 and before 1975, or an amount equal to the con-

15 tribution and benefit base (as determined under section

16 230) which is effective for the calendar year in the case

17 of any taxable year beginning in any calendar year after

18 1974, each quarter any part of which falls in such year

19 shall (subject to clauses (i) and (v)) be a quarter of

20 coverage;

21 "(iv) if an iitdividual is paid wages for agricultural

22 labor in a calendar year after 1954 and before 1978,

23 then, subject to clauses (i) and (v), (I) the last quar-

24 ter of such year which can be but is not otherwise a

25 quarter of coverage shall be a quarter of coverage if such
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1 wages equal or exceed $100 but are less than $200;

2 (II) the last two quarters of such year which can be

3 but are not otherwise quarters of coverage shall be

4 quarters of coverage if such wages equal or exceed $200

5 but are less than $300; (III) the last three quarters of

6 such year which can be bwt are not otherwise quarters

7 of coverage shall be quarters of coverage if such wages

8 equal or exceed $300 but are less than $400; and (IV)

9 each quarter of such year which is not otherwise a quar-

ter of coverage shall be a quarter of coverage if sur

11 wages are $400 or more;

12 "(v) no quarter shall be counted as a quarter of

13 - coverage prior to the beginning of such quarter;

14 "(vi) not more than one quarter of coverage may

15 be credited to a calendar quarter; and

16 "(vii) no mor than four quarters of coverage may.

17 be credited to any calendar year after 1977.

18 If in the case of an individual who has attained age 62 or

19 died or is under a disability and who has been paid wages

20 for agricultural labor in a calendar year after 1954 and

21 before 1978, the requirements for insured status in subsec-

22 tion (a) or (b) of section 214, the requirement$ for entitle-

23 ment to a computation or recomputation of hi primary

24 insurance amount, or the requirements of paragraph (3)

25 of section 216(i) are not met after assignment of quarters
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i of coverage to quarters in such year as provided in clause

2 (iv) of the preceding sentence, but would be met if such

3 quarters of coverage were assigned to different quarters in

4 such year, then such quarters of coverage shall instead be

5 assigned, for purposes only of determining compliance with

6 such requirements, to ueh different quarters. If, in the case

7 of an individual who did not die prior to January 1, 1955,

8 and who attained age 62 (if a woman) or age 65 (if a man)

9 or died before July 1, 1957, the requirements for insured

10 status in section 214(a) (3) are not met because of his

11 having too few quarters of coverage but would be met if his

12 quarters of coverage n the first calendar year in which he

13 had any covered employment had been determined on the

14 basis of the period during which wages were earned rather

15 than on the basis of the period during whjch wages were paid

16 (any such wages paid that are reallocated on an earned basis

17 shall not be used in determining quarters of coverage for sub-

18 sequent calendar years), then upon application filed by the

19 individual or his survivors and satisfactory proof of his

20 record of wages earned being furnished by such individual

21 or his survivors, the quarters of coverage in such calendar

22 year may bt determined on the basis of the periods during

23 which wages were earned.".

24 (d) The amendments made by subsection (a) shall

25 apply with respect to remuneration paid and services ren-
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dered after December 31, 1977. The amendments made by

2 subsections (b) and (c) shall be effective'January 1, 1978.

3 ADJUSTMENT IN AMOUNT REQUIRED FOR A QUARTER OF

4 COVERAGE

5 SEC. 602. (a) Section 213(a) (2) (A) (ii) of the

6 Social Security Act, as amended by section 601 (c) of this

7 Act, is amended by striking out "$250" and inserting in

8 lieu thereof "the amount required for a quarter of coverage

9 in that calendar year (as determined under suhsection (e))".

10 (b) Section 213 of such Act is further amended by

11 adding at the end thereof (after the new subsection added

12 by section 304 of this Act) the following new subsection:

13 "Amount Required for a Quarter of Coverage
14 "(e) (1) The amount of wages and self-eimployment

income which an individual must have in order to e credited
16 wit/i a quarter of coverage in any year under subsection
17

(a) (2) (A) (ii) shzll be $250 in the calendar year 1978
18

and the amount determined under paragraph (2) of this
19

subsection for years after 1978.

"(2) The Secretary shall, on or before November 1 of
21

1978 and of every year thereafter, determine and publish
22

in the Federal Register the amount of wages and self-
23

employment income which an individual must have in order
24

to be credited with a quarter of coverage in the succeeding
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1 calendar year. The amount required for a quarter of coy-

2 erage shall be the larger of—

3 "(A) the amount in effect in the calendar year in

4 which the determjnation under this subsectün is made, or

5 "(B) the product of the amount prescribed in para-

6 graph (1) which is required for a quarter of coverage

7 in 1978 and the ratio of the average of the total wages

8 (as defined in regulations of the Secretary and computed

9 without regard to the limitations specified in section 209

10 (a)) reported to the Secretary of the Treasury or his

ii. delegate for the calendar year before the year in which

12 the determination under this paragraph is made to the

13 average of the total wages (as so defined and computed)

14 reported to the Secretary of the Treasury or his delegate

15 for 1976 (as published in the Federal Register in

16 accordance with Section 215(a) (1) (D)),

17 with such product, if not a multiple of $10, being rounded

18 to 'the next higher m.ultiple of $10 where such amount is a

19 multiple of $5 but not of $10 and to the nearest multiple of

20 $10 in any other case.".

21 (c) The amendments made &y this section shall be

22 effective January 1, 1978.
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TECHNICAL AND CONFORMING AMENDMENTS

1 SEC. 603. (a) (1) Section 203(f) (8) (B) () of the

2 Social Security Act i$ amended by strkng out "was" wher-

3 ever it appears and insertMg in leu thereof "is".

4 (2) Section 203(f) (8) (B) (ii) of such Act is amended

5 to read as follows:

6 "(ii) the product of the exempt amount de-

7 scribed n clause () and the ratio of (I) the aver-

8 age of the total wages (as defined in regulations of

9 the Secretary and computed without regard to the

10 limitations specified n section 209(a)) reported to

11 the Secretary of the Treasury or his delegate for the

12 calendar year before the calendar year n which the

13 determination under subparagraph (4) is made to
14 (II) the average of the total wages (as so defined

15 and computed) reported to the Secretary of the
16 Treasury or his delegate for the calendar year
17

before the most recent calendar year in which
18

an increase in the exempt amount was en-

19
acted or a determination resulting n such an in-

0
crease was made under subparagraph (A), with

21
such product, f not a multiple of $10, being

22
rounded to the next higher multiple of $10

23
where such product is a multiple of $5 but not
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1
of $10 and to the nearest multiple of $10 in any

2 other case.".

(b) (1) The first sentence of section 218(c) (8) of such

Act is amended by striking out "quarter" wherever it ap-

pears and inserting in lieu thereof "year", and by striking

6 out "$50" and inserting in lieu thereof "$100".

(2) Section 218(q) (4) (B) of such Act is amended

8 by striking out "any calendar quarters" and inserting in lieu

9 thereof "a calendar year", and by striking out "such calendar

10 quarters" and inserting in lieu thereof "such calendar year".

ii (3) Section 218(q) (6)(B) of such Act is amended

12 by striking out "calendar quarters designated by the State in

13 such wage reports as the" and inserting in lieu thereof

14 "period or periods designated by the State in such wage

is reports as the period or".

16 (4) Section 218(r) (1) of such Act is amended—

17 •(A) by striking out "quarter" in the matter before

18 clause (A) and inserting in lieu thereof "year",

19 •(B) by striking out "in which occurred the calendar

20 quarter" in clause (A), and

21 (C) by striking out "quarter" in clause (B) and

22 inserting in lieu thereof "year".

23 (c) (1) Effective with respect to estimates for calen-

24 dar years beginning after December 31, 1977, section 224

25 (a) of such Act is anended by striking out the last sentence.
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1 (2) Section 224(f) (2) of such Act is amended to read

2 as follows:

"(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

6 produot of—

7 "(A) his average current earnings as initially

8 determined under subsection (a);

9 "(B) the ratio of (i) the average of the total wages

10 (as defined in regulations of the Secretary and computed

11 without regard to the limitations specified in section

12 209 (a)) reported to the Secretary of the Treasury or

13 his delegate for the calendar year before the year in

14 which such redetermination is made to (ii) the average

15 of the total wages (as. so defined and computed) re-

16 ported to the Secretary of the Treasury or his delegate

17 for calendar year 1977 or, if later, the calendar year

18. before the year in which the reduction was first com-

19 puted (but not counting any reduction made in benefits

20 for a previous period of disability),• and

21 "(C) in any case in which the reduction was first

22 computed before 1978, the ratio of (i) the average of

23 .the taxable wages reported to the Secretary for the

24 first calendar quarter of 1977 to (ii) the average of the

25 taxable wages reported to the Secretary for the first
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1
calendar quarter of the calendar year before the year in

which the reduction was first computed (but not count-

ing any reduction made in benefits for a previous period

of disability).

Any amount determined under this paragraph which is not

6 a multiple of $1 shall be reduced to the next lower multiple

of $1.".

8 (d) Section 229(a) of such Act is amended—

9 (1) by strildng out "shall be deemed to have been

10 paid, in each calendar quarter occurring after 1956 in

which he" and inserting in lieu thereof ", if he", and

12 (2) by striking out "wages (in addition to the

13 wages actually paid to him for such service) of $300."

14 at the end thereof and inserting in lieu thereof the

15 following: "shall be deemed to have been paid—

16 "(1) in each calendar quarter occurring after 1956

17 and before 1978 in which he was paid such wages, addi-

18 tional wages of $300, and

19 "(2) in each calendar year occurring after 1977

20 in which he was paid such wages, additional wages of

21 $100 for each $00 of such wages, up to a maximum

22 of $1,200 of additional wages for any calendar year.".

23 (e) (1) Section 230 (b) of such Act is amended by

24 striking out the last sentence.
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(2) Section 230(b) (1) of such Act is amended to

2 read as follows:

3 "(1) the contribution and benefit base which is in

4 effect with respect to remuneration paid in (and taxable

5 years beginning in) the calendar year in which th

6 determination under subsection (a) is made, and".

7 (3) Section 230(b) (2) of such Act is amended to

8 read as follows:

9 "(2) the ratio of (A) the average of the total

10 wages (as defined in regulations of the Secretary and

11 computed without regard to the limitation's specified in

12 section 209(a)) reported to the Secretary of the Treas-

13 ury or his delegate for the calendar year before the

14 calendar year in which the determination under subsec-

15 tion (a) is made to (B) the average of the total wages

16 (as so defined and computed) reported to the Secretary

17 of the Treasury or his delegate for the calendar year

18 before the most recent calendar year in which an in-

19 crease in the contribution and benefit base wcts enacted

20 or a determination resulting in such an increase was

21 made under subsection (a) ,".

22 (f) (1) Effective with respect to convictions after De-

23 cember 31, 1977, section 202(u) (1) (C) of such Act is

24 amended by striking out "quarter" wherever it appears and

25 inserting in lieu thereof "year".
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1
(2) (A) Section 205 (c) (1) of such Act is amended by

2
striking out "(a8 defined in section 211 (e))".

(B) Section 205(c) (1) of such Act is further amended

by adding at the end thereof the following new sub para-

graph:

6 "(D) The term 'period' when used with respect to

7 self-employment income means a taxable year and when

8 used with respect to wages means—

9 "(i) a quarter if wages were reported or should

10 have been reported on a quarterly basis on tax

11 returns filed with the Secretary of the Trea8ury or

12 his delegate under section 6011 of the Internal Rev-

13 enue Code of 1954 or regulation$ thereunder (or

14 on reports filed by a State under section 218(e)

15 or regulatioms thereunder),

16 "(ii) a jear if wags were reported or should

17 have been reported on a yearly basis on such tax

18 returns Or reports, Or

19 "(iii) the half year beginning January 1 or

20 July 1 in the ca8e of wages which were reported Or

21 should have been reported for calendar year 1937.".

22 (C) Section 205(o) of such Act is amended by insert-

23 ing "before 1978" after "calendar year".

24 (g) The amendments made by subsection (b) of this

25 section shall apply with respect to remuneration paid after
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1 December 31, 1977. The amendments made by subsections

2 (d) and (f) (2) shall be effective January 1, 1978. Except

3 a otherwise specifically provided, the remaining amend-

4 ments made by this section shall be effective January 1,

5 1979.

6 PART B—AMENDMENTS TO THE INTERNAL REVENUE

7 CODE OF 1954

8 DEDUCTION OF TAX FROM WAGES

9 SEC. 611. (a) Section 3102(a) of the Internal Reve-

10 nue Code of 1954 is amended by striking out "or (C) Or

11 (10)", and by inserting after "is less than $50," the fol-

12 lowing: "and an employer who in any calendar year pays

13 to an employee cash remuneration to which paragraph (7)

14 (C) or (10) of section 3121 (a) is applicable may deduct

15 an amount equivalent to such tax from any such payment of

16 remuneration, even though tit the time of payment the total

17 amount of such remuneration paid to the employee by the

18 employer in the calendar is less than $100;".

19 (b) (1) Paragraphs (1) and (2) of section 3102(c)

20 of such Code are each amended by striking out "quarter"

21 wherever it appears and by inserting in lieu thereof "year".

22 (2) Paragraph (3) of. section 3102(c) of such Code

23 is amended—

24 (A) by striking out "quarter of the" in s&para-

25 graph (A);and
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1
(B) by striking out "quarter" wherever it appear

2
in subparagraphs (B) and (C) and inserting in lieu

3
thereof "year".

(c) The amendments made by this .9ection shall apply

with respect to remuneration paid and to tips received after

6
December 31, 1977.

7 TECHNICAL AND CONFORMING AMENDMENTS

8 SEC. 612. (a) Seotions 3121 (a) (7) (C) and 3121

(a) (10) of the Internal Revenue Code of 1954 are each

10 amended by striking Out "quarter" wherever it appears and

inserting in lieu thereof "year", and by striking out "$50"

12 and inserting in lieu thereof "$100".

13 (b) Section 3121 (a) of such Code is amended by strik-

14 ing out "or" at the end of paragraph (14), by striking out

15 the period at the end of paragraph (15) a'nd inserting in lieu

1€ thereof "; or", and by adding after paragraph (15) the

17 following new paragraph:

18 "(16) remuneration paid by an organization

19 exempt from incQme tax under section 501 (a) (other

20 than an organization described in section 401 (a)) or

21 under section 521 in any calendar year to an employee

22 for service rendeied in the employ of such organization,

23 if the remuneration paid in such year by the organiza-

24 lion to the employee for such service is less than $100.".
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(c) Section 3121 (b) (10) of such Code (as amended

2
by section 302(e) (4) of this Act) is amendd by strik-

ing out "(10) (A)" and all that follows down through

"(B) service" and iiserting in iiet thereof "(10) service",

and reciesignatinq clauses (i) and (ii) as subparagraphs

6
(A) and (B), respectively.

(d) Sections 3121 (b) (17) (A) and 3121 (g) (4) (B)

8 of such Code are each amended by striking out "quarter"

and insertinq in lieu thereof "year".

10 (e) The amendments made by this section shall apply

with respect to remuneration paid and services rendered

12 after December 31, 1977.

13 PART C—CONFORMING AMENDMENT TO THE RAILROA 1)

14 RETIREMENT ACT OF 1974

15 COMPUTATION OF EAIPLOYEE ANNUITIES

16 SEC. 621. (a) The last srntc-nce of section 3(f) (1) of

17 tue Railroad Retirement Act of 1974 is amended—

18 (1) by inserting "paid before 1978" after "in the

19 case of wages", an.d

20 (2) by inserting "and in the case of wages paid

21 after 1977" before the period at the end thereof.

22 (b) The amendments made by this section shall be

23 effective January 1, 1978.
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1
TITLE VII—MISCELLANEOUS PROVISIONS

2
ACTUARIAL REDUCTION OF BENEFIT INCREASES TO BE

3 APPLIED AS OF TIME OF ORIGINAL ENTITLEMENT

4 SEC. 701. (a) Effective with respect to monthly benefits

payable for months after December 1977, section 202(q) (4)

6 of the Social Security Act is amended by striking out all that

follows subparagraph (B) and inserting in lieu thereof the

8 following..

"then the amount of the reduction of such benefit (after the

10 application of any adjustment under paragraph (7).) for

each month beginning with the month of such increase in the

12 primary insurance amount shall be computed under para-

13 graph (1) or ('3), whichever applies, as though the increased

14 primary insurance amount had been in effect for and after

15 the month for which the individual first became entitled to

16 such monthly benefit reduced under such paragraph (1) or

17 (3).".

18 (b) For purposes of applying section 202(q) (4) of

19 the Social Security Act, as amended by subsection (a) of

20 this section, to monthly benefits payable for any month after

21 December 1977 in the case of an individual who was

22 entitled to a monthly benefit as reduced under section 202

23 (q) (1) or (3) of such Act prior to January 1978, the
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1 amount of reduction in such benefit for the first month for

2 which such benefit is increased by reason of an increase in

the primary insurance amount of the individual on whose

4 wages and self-employment income such benefit is based and

5 for all subsequent months (and similarly for all subsequent

6 increases) shall be increased by a percentage equal to the

' percentage of the increase in such primary insurance amount

8 (such increase being made in accordance with the provi-

9 sions of section 202(q) (8) of such Act). Where such mdi-

10 vidual's benefit, reduced under section 202(q) of such Act,

11 is increased as a result of the use of an adjusted reduction

12 period or an additional adjusted reduction period (in ac-

13 cordance with paragraphs (1) and (3) of such section 202

14 (q)), then for the first month for which such increase is

15 effective and for all subsequent months, the amount of such

16 reduction (after the application of the previous sentence,

i if an increase in the primary insurance amount is appli-

18 cable) shall be deternined—

19 (1) in the case of old-age and spouse's insurance

20 benefits, by multiplying such amount by the ratio of (A)

21 the number of months in the adjusted reduction period

22 to (B) the number of months in the reduction period,

23 (2) in the case of widow's and widower's insurance

24 benefits for the month in, which such individual attains

25 age 62, by multiplying such amount by the ratio of
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1 (A) the number of months in the reduction period

2 beginning with age 62 multiplied by 19/40 of 1 per

3 centum, plus the number of months in the adjusted reduc-

4 tion period prior to age 62 multipled by 19/40 of 1 per

5 centum, plus the number of months in the adjusted

6 additional reduction period multiplied by 4%4o of 1 per

7 centum to (B) the number 'of months in the reduction

s period multiplied by 1% 0 of 1 per centum, plus the

9 number of months in the additional reduction period

10 multiplied by 4%4 0 of 1 per centum, and

11 (3) in the case of widow's and widower's insurance

12 benefits for the month in which such individual attains

13 age 65, by multipiying such amount by the ratio of (A)

14 the number of months in the adjusted reduction period

15 multiplied by 19/4 , of 1 per centum, 'plus the number of

16 months in the adjusted additional reduction period mul-

17 tiplied by 444 of 1 per centum to (B) the number of

18 months in the re1uction period beginning with age 62

19 multiplied by %o of 1 per centum, plus the number of

20 months in the adfrtsted reduction period prior to age 62

21 multiplied by 1 0 of 1 per centum, plus the number

22 of months in the: adjusted additional reduction period

23 multiplied by 4% 4o of 1 per centum,

24 with each such decretse being made in accordance with the

25 provisions of section O2 (q) (8) of such Act.
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1
(c) When an individual is entitled to more than one

2 monthly benefit under title II of the Social Security Act for

3 any month and one or more of such benefits are reduced under

section 202(q) of the Social Security Act, as amended by

this Act, subsection (b) of this section shall apply separately

6 to each such benefit before the application of section 202 (k)

of such Act (pertaining to the method by which monthly bene-

8 fits are offset when an individual is entitled to more than one

kind of benefit), and the application of this subsection shall

operate in conjunction with section 202 (q) (3) of the Social

Security Act.

12 (d) (1) Section 202(q) (7) (C) of the Social Security

13 Act is amended by striking out "because" and all that follows

14 and inserting in lieu thereof "because of the occurrence

15 of an event that terminated her or his entitlement to such

16 benefits,".

17 (2) Section 202(q) (3) (H) of such Act is amended

18 by inserting "for that month or" after "first entitled".

19 ELIMINATION OF CERTAIN OPTIONAL PAYMENT PROCE-

20 DURES UNDER THE OLD-AGE, SURVIVORS, AND DISA-

21 BILITY INSURANCE PROGRAM

22 SEc. 702. (a) (1) The first sentence of section 202(j)

23 (1) of the Social Security Act is amended by striking out

24 "An individual" and inserting "Sn bect to (he limitations

25 contained in paragraph (4), an individual" in lieu thereof.
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1
(2) Section 202(j) of such Act is further amended by

2
inserting at the end thereof the following new paragraph:

"(4) (A) Except as provided in subparagraph (B), no

individual shall be entitled to benefits nnder subsection (a),

(b), (c), (e), or (f) for any month prior to the mrnith

6
in which he or she files an application for such benefits if the

effect of such payment would be to reduce, pursuant to

8 subsection (q), the monthly benefits to which such mdi-

vidual would otherwise be entitled.

10 "(B) (i) If the individual applying for retroactive

benefits is applying for such benefits under subsection (a),

12 and there are one or more other persons who would, except

13 for subparagraph (A), be entitled for any month, on the

14 basis of the wages and self-employment income of such in-

15 dividual and because of such individual's entitlement to such

16 retroactive benefits, to retroactive benefits under subsection

17 (b), (c), or (d) not subject to reduction under subsection

18 (q), then subparagraph (A) shall not apply with respect

19 to such month or any subsequent month.

20 "(ii) If the individual applying for retroactive benefits

21 is a surviving spouse, or surviving divorced spouse who is

22 under a disability (as defined in section 223(d)), and such

23 individual would, except for subparagraph (A), be entitled

24 to retroactive benefits as a disabled surviving spouse, or

25 surviving divorced sppuse for any month before he or she
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1
attained the age of 60, then subparagraph (A) shall not

2
apply with respect to such month or any subsequent month.

"(iii) If the individual applying for retroactive benefits

has excess earnings (as defined in section 203(f)) in the

year in which he or she flies an application for such benefits

6 which could, except for subparagraph (A), be charged to

months in such year prior to the month of application, then

8 subparagraph (A) shall not apply to so many of such

months immediately preceding the month of application as

10 are required to charge such excess earnings to the maximum

extent possible.".

12 (3) Section 226(h) of such Act is amended by adding

13 at the end thereof the following new paragraph:

1.4 "(4) For the purposes of determining entitlement to

15 hospital insurance hene fits under subsection (b) in the case

16 of an individual described in clause (iii) of subsection (b)

17 (2) (A), the entitlement of such individval to widow's or

18 widower's insurance benefits under section 202(e) or (f)

19 by reason of a disability shall be deemed to be the entitle-

20 ment to such eie fits that would result if such entitlement

21 were determined without regard to the provisions of sec-

22 tion 202(j) (4).".

23 (b) The amendments made by this section shall be

24 effective with respect to applications for benefits under title
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i II of the Social Security Act filed on or after January 1,

2 1978.

3 EARLY MAILING OF 13ENEFIT CHECKS WHERE REGULARLY

4 SCHEDULED DELIVERY DAY FALLS ON SATURDAY,

5 SUNDAY, OR LEGAL HOLIDAY

6 SEC. 703. (a) Title VII of the Social Security Act is

7 amended by adding at the end thereof the following new

8 section:

9 "TIME FOR DELI VERI OF BENEFIT CHECKS TVHEN REGULAR

10 DELIVERY DAY FALLS ON A SATURDAY, SUNDAY, OR

11 LEGAL HOLIDAY

12 "SEC. 708. (a) if the day' regularly designated for the

'13 delivery of benefit cheeks under title II or title XVI falls on a

14 Saturday, Sunday, or legal pvhlic holiday (as defined in

15 section 6103 of title 5, United States Code) in any month,

16 the benefit checks which would otherwise be delivered on

17 such day shall be mailed in time for delivery, and delivered,

18 on the first day preceding such day which is not a Saturday,

19 Sunday, or legal pubiic holiday (as so defined), without re-

20 gard to whether the delivery of such checks would as a re-

21 sult have to be made before the end of the month for which

22 such checks are issued.

23 "(b) If more thai the correct amount of payment under

24 title II or XVI is made to any individual as a result of the
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1. receipt of a benefit check pursuant to subsection (a) before

2 the end of the month for which such check is issued, no action

shall be taken (under section 204 or 1631 (b) or otherwise)

4 to recover such payment or the incorrect portion thereof.".

5 (b) The amendment made by subsection (a) of this

6 section shall apply with respect to benefit checks the

7 regularly designated day for delivery of which occurs on or

8 after the thirtieth day after the date of the enactment of this

9 Act.

10 DEFINITION

11 Siw. 704. As used in this Act and the amendments to

12 the Social Security Act made by this Act, the term "Sec-

13 retary" means, unless the context otherwise requires, the

14 Secretary of Health, Education, and Welfare.
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Mr. Nix, from the Committee on Post Office and Civil Service,
submitted the following

REPORT
[To accompany H.R. 9346]

The Committee on Post Office and Civil Service, to whom was re-
ferred the bill (H.R.. 9346) to amend the Social Security Act and the
Internal Revenue Code of 1954 to strengthen the financing of the
social security system to reduce the effect of wage and price fluctuation
on the system's bene?it structure, to provide coverage under the sys-
tem for officers and employees of the United States, of the State and
local governments, and of nonprofit organizations, to increase the earn-
ings limitation, to eliminate certain gender-based distinctions and
provide for a study of proposals to eliminate dependency and sex dis-
crimination from the social security program, and for other purposes,
having considered the same, report favorably thereon with amend-
ments and recommend that the bill as amended do pass.

The amendments are as follows:
Page 164, strike out line 20 and all that follows down through

line 3 on page 168 and insert in lieu thereof the following:

5TUDY CONCERNING MANDATORY COvERAGE OF FEDERAL
EMPLOYEES

SEC. 301. (a) As soon as possible after the date of the
enactment of this Act, the Chairman of the Civil Service
Commission, the Secretaries of the Treasury and Health,
Education, and Welfare, and the Director of the Office of
Management and Budget, shall jointly undertake and carry
out a detailed study with respect to coverage of Federal
employees within the old-age, survivors, and disability insur-
ance. system.

(b) The study to be undertaken under subsection (a) shall
include—

(1)
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(1) a review of the methods by which full coverage of
Federal employees within the old-age2 survivors, and
disability insurance system could be attained;

(2) an analysis of the adjustments to such system (as
well as to the civil service retirement and disability sys-
tem and other Federal employee retirement systems in-
volved, including the foreign service, judiciary, Central
Intelligence Agency, and District of Columbia retirement
systems) which are necessary under each such method
to provide such coverage, particularly—

(A) adjustments in age, service, and other eli-
gibility requirements; and

(B) adjustments in the nature and level of disa-
bility, death, and survivor benefits (taking into ac-
count any related factors, such as the taxability of
such benefits);

(3) a comparison of the financial aspects of each such
method, particularly—

(A) the adjustments required by each such method
in the contributions by Federal employees, the Gov-
ernment (whether by specific contribution or by
appropriation), and others involved;

(B) the adjustments required by• each such method
in the manner in which benefits are financed under
the retirement systems involved; and

(C) the effects of each such method on the solvency
of the retirement systems involved;

(4) the effects of each such method of coverage on—
(A) recruitment and retention of Federal employ-

ees;
(B) other employee benefits (such as health bene-

fits coverage provided for civil service annuitants);
and

(C) Federal. State. and local income tax systems;
(5) a review of the methods by which partial coverage

of Federal employees within the old-age, survivors, and
disability insurance system could be attained, together
with consideration of the factors described in paragraphs
(2), (3), and (4) as they would relate to such partial cov-
erage; and

(6) alternatives to providing coverage of Federal em-
ployees within the old-age, survivors, and disability in-
surance system which would improve the solvency of the
old-age, survivors, and disability insurance system.

In connection with such study, interested parties, including
Federal employee organizations, associations of retired Fed-
eral employees, and heads of *uzcncies administering Federal
employee retirement systems, shall be allowed to submit views,
arguments, and data.

(c') Upon the completion of the study under subsection (a)
and in any event no later than 2 years after the date of the
enactment of this Act, the Chairman of the Civil Service Com-
mission. the Secretaries of the Treasury and Health, Educa-
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tion, and 1?Velf are, and the Director of the Office of Manage-
ment and Budget shall submit to the President and to the
appropriate committees of each House of the Congress a joint
report on the results of such study together with their recom-
mendations. Any such recommendation which includes adjust-
ments of exist]ng statutes shall be accompanied with draft
legislation accomplishing such adjustments.

(d) With respect to Federal employees under the Federal
employee retirement systems, the study and the report under
this section shall include at least one method of coverage of
such employees within the old-age, survivors, and disability
insurance system which provides—

(1) that the benefits available to such Federal employ-
ees would not be less favorable than the benefits which
are then currently available to such employees under the
Federal employee retirement systems; and

(2) that the contributions required of such Federal
employees would not be greater than the contributions
which are then currently required of such employees un-
der the Federal employee retirement systems.

(e) For purposes of this section, the term "Federal em-
•ployee" means—

(1) an employee, as defined in section 2105 of title 5,
United States Code;

(2) an officer or employee of the United States Postal
Service or of the Postal Rate Commission; and

(3) any other individual in the employ of the United
States or any instrumentality of the United States.

Page 175, line 4, strike out. "Federal, State," and insert "State".
Page 175, line 11, strike out "Federal, State" and insert "State".
Page 175 strike out line 15 and all that follows down through line 23.
Page 175, line 24, strike out "(2) (A)" and insert "(1) (A)".
Page 176, line 9, strike out "(3) (A)" and insert "(2) (A) ".
Page 176, beginning on line 21, strike out "paragraph (1), (2), or

(3)" and insert in lieu thereof "paragraph (1) or (2)".
Page 188, beginning on line 21, str]ke out "redesignating paragraphs

(8) through (20) as paragraphs (5) through (17)" and insert 're-
designating paragraphs (7) through (20) as paragraphs (5) through
(18)".

Page 189, line 2, strike out "210(a) (6)" and insert "210(a) (7)".
Page 189, line 5, strike out "paragraph (6)" and insert "paragraph

(7)".
?age 189, line 9, strike out "210(a) (11) (B)" and insert "210(a)

(12) (B)".
Page 189, line 12, strike out "210(a) (13" and insert "210(a) (14)".
Page 189, line 15, strike out "210(a) (8), (9) or (12)" and insert

"210(a) (9), (10),or (13)."
Page 189, line 18, strike out "210(a) (17)" and insert "210(a) (18)".

Page 189, beginning on line 22, strike out "redesignating paragraphs
(8) through (20) as paragraphs (5) through (17)" and insert 're-
designating paragraphs (7) through (20) as paragraphs (5) through
(18)".
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Page 190, line 5. strike out "3121(b) (11) (B)" and insert "3121(b)
(12) (B)".

Page 190, line 8, strike out "3121 (b) (13)" and insert "3121 (b) (14)".
Page 190, line 11, strike out "3121(b) (8), (9) or (12)" and insert

"3121(b) (9), (lO),or (13)".
Page 190, line 14, strike out "3121(b) (17)" and insert "3121(b)

(18)".
Page 190, line 18, strike out "(b) (6)" and insert "(b) (7)".
Page 190. beginning in line 22, strike out "(b) (5)' and 'section 210

(a) (5)" and insert "(b) (6)' and 'section 210(a) (6)".
Page 191. beginning in line 2, strike out "3121(b) (6)" and insert

"3121(b) (7)".
Page 191, line 7, strike out "210(a) (6)" and insert "210(a) (7)".

SUMMARY OF COMMITTEE AMENDMENTS

The committee amendment strikes out those provisions of H.R. 9346,
as reported by the Committee on Ways and Means, which require
mandatory social security coverage for Federal employees, and those
provisions which relate to a study by the Secretary of Health, Educa-
tion, and Welfare.

Instead, the committee amendment provides for a joint study by the
Chairman of •the Civil Service Commission and the Secretary of
Health, Education, and Welfare (the agencies which administer the
two systems primarily affected) and, in addition, the Secretary of.
Treasury and Director of 0MB. The study is required to be com-
pleted not later than 2 years after the date of enactment of H.R. 9346,
and the Chairman, the Director, and the Secretaries, are required to
consider th views of interested parties, including Federal organiza-
tions, associations of retired Federal employees, and heads of agencies
administering Federal retirement systems, for example, CIA, Secre-
tary of State.

The amendment details specific issues which must be considered, in-
cluding alternative financing methods (particularly, necessary idjust-
ments in contribution rates by the Government, employees, and others,
and the costs of various alternatives); alternative methods of provid-
ing coverage; the effect on solvency of the various systems affected; and
the effects on Federal, State, and local income tax systems.

The amendment requires that the report must include it least one
alternative which provides that Federal employees' benefits will not
be reduced and contributions will not be increased.

Finally, the amendment makes necessary conforming changes in
other sections of th 'bill.

A detailed explanation of the committee amendment is set forth
below under the heading "Analysis of Committee Amendment".

COMMITrEE ACTION

On October 13, 1977, the Committee on Post Office and Civil Service
ordered H.R. 9346 reported to the House, with an amendmen.t, by a
unanimous voice vote.

ThB committee amendment was adopted by a record vote of 25—0.
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SEQUENTIAL REPERRAL

H.R. 9346, the "Social Security Financing Amendments of 1977",
was introduced on September 27, 1977, and was referred solely to the
Committee on Ways and Means. An earlier version of the Social Secu-
rity Financing Amendments, H.R. 8218, had been considered by the
Subcommittee on Social Security of the Committee on Ways and
Means. H.R. 8218, as introduced, did not contain provisions relating to
social security coverage for Federal employees.

During its markup of H.R. 8218, the Subcommittee on Social Secu-
rity adopted a provisioI to require mandatory social security coverage
for Federa' employees beginning in 1980. This provision was included
as section 301 of a clean bill, H.R. 9346, which the subcommittee on
September 23, 1977, approved for consideration by the full Committee
on Ways and Means.

Lnaer clause 1(o) of House. Rule X, the Committee on Post Office
and Civil Service has jurisdiction over all matters relating to the
"status of officers and employees of the United States including their
compensation, classification, and retirement". Accordingly, by letter
dated September 29, 1977, Chairman Robert N. C. Nix advised Chair-
man Al Ullman of the Committee on Ways and Means of this corn-
mittee's concern with respect to the provisions of H.R. 9346 relating
to Federal employees and detailed several specific objections of the
committee. Subsequently, during markup by the full Ways and Means
Committee, an amendment was adopted changing the effective date of
mandatory coverage for Federal employees from 1980 to 1982, and
requiring that a study be conducted by the Secretary of HEW to deter-
mine the method by which such coverage would be attained.

On October 4, 1977, Chairman Nix formally advised the Speaker
of the committee's concern with section 301 of H.R. 9346, expressed his
views with respect to this committees jurisdiction over such matters,
and requested that H.R. 9346 be sequentially referred to this commit-
tee. On October 5, 1977, following a meeting of the caucus of the
Democratic members of the Committee on Post Office and Civil Serv-
ice, Chairman Nix again wrote to the Speaker regarding the commit-
tee's concern with section 301 and requested sequential referral. The
October 5 letter was cosigned by 22 of the remaining 24 members of
the committee.

On October 12, the Committee on Ways and M ns reported H.R.
9346, and the bill was sequentially referred y te Speaker to the
Committee on Post Office aiid Civil Service r period ending no
later than October 17, 1977. As noted above, under the heading "Coni-
mittee Action", this committee ordered H.R. 9346 reported to the
House, with an amendment, on Ober 13, 1977.

STATEMENT

The committee unanimously recommends against approval, at this
time, of mandatory coverage under the Social Security Act for Fed-
eral employees.

At the outset we wish to emphasize that our opposition is iiot based
on the judgment that such social security coverage is not proper, desir-
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able and equitable, but on the grounds that the precipitous action
taken by the committee on ways and means, which seeks to cure, may,
in fact, complicate, the myriad problems presently troubling the Social
Security System. Further, such mandatory coverage may have an
adverse and detrimental effect on the various financially sound retire-
ment systems for Federal civilian employees.

We seriously doubt that any one is of the opinion that Federal em-
ployees should be included under the Social Security System regard-
less of whether a plan, fair and equitable to all parties, can be
developed and subsequently implemented.

Simply stated, extending mandatory coverage, at this time, without
assurance that it is workable, is putting the cart before. the horse.
188Ue8 to be con8idered

The issues to be addressed and considered before a rational judg-
ment can be made on th question of extending social security coverage
to Federal employees include the following:

The financial problems of the Social Security Fund may not be
resolved by integrating the civil service retirement system with social
security. The fiscal ramifications of integrating the Civil Service Re-
tirement System with social security are complex and must be studied
thoroughly before such a move is taken. Integration could result in
greater costs to the Government, unless present benefits available to
Federal employees under both systems are reduced. Apparently, this
latter condition has been rejected by the Committee on Ways and
Means when it sta.tes in its report on H.R. 9346:

The bill directs the Secretary of Health, Education, and
Welfare to conduct a study with the Civil Service Commis-
sion to make recommendations for coordinating benefits a.nd
costs of the OASDI and Civil Service Retirement programs
in such a way that Federa1 workers will be no worse off so far
as costs and benefits are concerned compared to their treat-
ment under present law.

There are 12 principle retirement. systems for Federal employees of
which the civil service, system is by far the largest. The Foreign Serv-
ice, the Central Intelligence Agency, and other agencies have separate
retirement systems. Each of these systems should be carefully exam-
ined to determine how they should be restructured if social security is
extended to the employees now subject to each system.

To cover Federal employees under social security without adjusting
their coverage under civil service retirement or another retirement
system for Federal employees would result in both employees and
the Government having to contribute a substantial amount to both
systems. Dual payments into both systems by both employees and
overnment would discourage employees, particularly at the lower
grades, and limit the Government's ability to attract employees in
the labor market.

How is integration to be accomplished? There are at least five
basic alternatives:

(1) Offset existing civil service retirement annuity when an-
nuitant becomes eligible for social security benefits, like many
private pension plans do.
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(2) Restructure civil service retirement as an add-on to the
social security benefits.

(3) Create a two tier, dual payment system, as was done with
the rail road retirement system.

(4) Leave present system intact for present employees and ex-
tend mandatory social security coverage bnly to new employees.

(5) Eliminate civil service retirement for new employees, and
contribute to their participation in Individual Retire.ment Ac-
counts instead.

How will civil service retirement benefits be financed after integra-
tion? Once social security contributions reach 7.45 percent as proposed
for 1990, will it be practically possible to require that an additioiial
percentage be withheld from an employee's pay to finance civil service
retirement benefits? Or, will it become necessary for the Government
to assume the full cost of financing the continuation of the civil
service retirement system?

Technical problems in extending social security to cover Federal
employees abound. For instance:

Persons who are eligible for social security are also usually eligible
for medicare. Would Federal employees become eligible for medicare
If so, the Federal Employees' Health Benefits program would have
to offer a medicare supplement plan for all retirees, and for employees
at age 65.

Federal employees are eligible for workers compensation benefits
from the Office of Workers Compensation, Department of Labor. If
Federal employees are brought under social security, which has differ-
ing disability benefits than civil service retirement, would Federal
employee eligibility for compensation benefits have to be modified?

Civil service retirement benefits are subject to Federal income tax,
while social security benefits are not. Any integration of benefits under
the two systems is likely to have significant tax consequences for both
employees and the Government. What impact would this have on the
real value of benefits paid to former employees?

Social security contributions may not be refunded, but civil service
retirement contributions may be refunded. Will employees continue to
be able to withdraw retire.ment refunds and still qualify for social
security?

What about those persons who have already acquired a "fully"
insured social security benefit prior to becoming Federal employees
subiect. to the civil service retirement system? Will they lose the bejefit
which they have already earned?

In the event that Federal employees are still eligible to retire under
current provisions of the civil service retirement law after having been
covered under social security, would the annuity he treated as earn-
ins for the purposes of the earnings limitation under social security?
If so. this could effectively bar any receipt of social security until age
72, at least.

Numerois administrative problems would also have to be resolved
before civil service retirement or other Federal retirement systems
could be interated with social security. The record keeping systems
differ. Should civil service retirement continue to be separately
administered?
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No final action should be taken by the House on the question of man-
datory social security coverage for Federal employees until the Con-
gress has answers to the issues and questions hereinbef ore presented.

Furt1ier que8tio1 of intent rai8ed
In the brief period (5 days) that the committee has had to consider

H.R. 9346, as reported, it has become clear that the precipitous action
by the Committee on Ways and Means in adopting section 301 actually
goes far beyond the intent evidenced by that section's heading—"Cov-
erage of Federal Employees".

Section 301 (a) (1) of the reported bill strikes out paragraphs (5)
and (6) of section 210(a) of the Social Security Act. Currently, these
paragraphs exclude from social security coverage Federal employees.
Specifically, paragraph (6) (A) excludes "service performed in the
employ of the United States, if such service is covered by a. retirement
system established by a law of the United States." These paragraphs,
however, also exclude numerous other types of "service performed in
the employ of the United States," types of service which it may or may
not be appropriate to bring under social security coverage.

For example, if section 301 is enacted, work performed in a Federal
penal institution by an inmat.e will be creditable for social security
purposes. It also appears that inmates would be eligible to receive
credit for past service performed while serving time in a Federal prison
as provided in section 304 of the bill as provided. Presumably then.
an individual serving a life term will begin drawing social security
benefks at age 62, or perhaps age 65, and receive retroactive quarter-of-
coverage credit for prior time served.

Section 301 of the bill, as reported by Ways and Means, would also
bring under social security the President, the Vice President, and
Members of Congress, all of whom are now excluded under paragraph
(6) (C) (i) of section 210(a) of the Social Security Act. More impor-
tantly, section 301 apparently would bring Federal judges under social
security, and it is arguable that such an action would constitute an
unconstitutional reduction in pay for sitting judges within the mefin-
ing of section 1 of Article III of the Constitution which provides:

The Judges, both of the supreme and inferior Courts, shall
hold their Offices during good Behaviour, and shall, at stated
Times, receive for their Services, a Compensation. which 8hali
not be dmini81d during their Continuance in Office.

[Emphasis added.i
Perhaps there is merit for providing social security coverage, mak-

ing social security benefits available to all of these individuRls who
have not had them, and providing credit for past service to Federal
employees, Members of Congress, judges, the President, the Vice Pres-
ident, and all the other individuals who, under the Ways and MeRns
Committee bilL would become eligible in 1982. The Committee, how-
ever, does not have a sufficient record on which to make a decision at
this time with respect to coverage for those individuals under its sole
]urisdiction (Federal employees) and it seriously doubts if there is
sufficient record available to make such a decision at. this time with
respect o other individuals who will be brought into the system under
the bill, as reported.
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Th6 report of the Committee on Ways and Means indicates that
sufficient evidence is not available at the present time to properly deter-
mine whether social security coverage for these various groups of indi-
viduals is appropriate. That committee's report states as follows:

Whether coverage should be extended to these specifically
excepted groups is a complex question which your Commis-
sion (sic) has not been able to resolve in the time available.—
(H. Rept. No. 95—702 Pt. 1, 95th Cong., 1st Sess. p. 34).

Similarly, that committee notes that although it has in the past di-
rected studies concerning social security coverage for the Federal sec-
t.or and that such st.udies were made in 1960, 1965, and 1972, "none of
th proposals advanced has proved acceptable to all concerned" (H.
Rept. No. 95—702 Pt. 1, 8upra, p. 35).

This committee in the brief time available has only been able to
quickly review the hearings held by the Subcommittee on Social Se-
curity regarding this legislation. Perhaps a good case can be made for
social security coverage for Federal employees, the President, the Vice
President, Members of Congress, legislative employees, inmates of
Federal penal institutions, certain student employees of Federal hos-
pitals, and temporary emergency employees. Perhaps a good case can-
not be made for coverage for aH or some of these individuals. In any
event, this committee believes that the issue shou'd be studied before
social security coverage and retroactive quarter-of-coverage credit for
these different groups of individuals is mandated.
Previous experience on 82m,ilar leg 8lative 288Ue

To illustrate the complexity of the proposition to integrate the
benefits of the civil service retirement system with those of the social
security system, it might be helpful to review a similar situation con-
cerning the coordination of Medicare and the Federal Employees
Healih Benefits program.

The committee believes an analogy can be drawn between the un-
successful attempt in 1972 to mandate coordination of Medicare and
the Federal Employees Health Benefits program without the benefit
of an adequate study to determine the feasibility of effecting such a
change, and the attempt. now in 1977 to integrate the benefits of the
social security system with the civil service retirement system—the
two largest retirement systems in the country—without a compre-
hensive study as contemplated by our committee amendment.

In 1972, the House Committee on Ways and Means adopted an
amendment to H.R. 1 (Public Law 92—603, Social Security Amend-
ments) providing that as of January 1. 1975, medicare payments
would not be made for items and services covered under a bene-
ficiary's Federal Employees Healih Benefits Program plan unless,
prior to that date, the Federa' Employees Health Benefits program
was modified to provide plans that supplement medicare coverage.
The purpose of this provision was to focus attention on the need to
consider improved coordination of Medicare and the Federal Em-
ployees Healih Benefits program.

In the interim period (Oct. 0, 1972 to Jan. 1, 1975') full implemen-
tat.ion of this requirement was to be accomplished. However, in 1974,
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because of the lack of progress toward coordination, the effective date
was extended for another year to January 1, 1976 (Public Law 93—480).
This law also provided for a joint progress report by the Department
of llealth, Education, and Welfare and the Civil Service Commission,
to be submitted no later than March 1, 1975. This report, submitted on
February 26, 1975, along with the recommendations of the General
Accounting Office, outlined the problems of meeting the requirements
of section 1862(c) of Public Law 92—603.

In the report, the Department of llealth, Education, and Welfare
and the Civil Service Commission maintained "that the modifications
of Federal Employees llealth Benefits Program in accordance with
section 1862(c) would not be in the best interests of dually entitled
Federal Employees llealth Benefits and medicare beneficiaries, and
would create expensive and unnecessary administrative problems."
The reasons for this conclusion were expressed in a letter to Chairman
David ilenderson, louse Committee on Post Office and Civil Service,
from Secretary Casper Weinberger of the Department of Iealth, Edu-
cation, and Welfare and Chairman Robert ilampton of the Civil
Service Commission, as follows:

The Civil Service Commission actuarial estimates are that
if, as section 1862(c) implies, the premiums for the supple-
mental plans were based solely on the health experience of
the aged and disabled who are entitled to medicare, rather
than on the health experience of all Federal Employees
Iealth Benefits enrollees, a Federal Employees Iealth Bene-
fits option to supplement part B alone would offer the same
benefits as now for a higher premium. An option to supple-
ment part A alone would offer the same benefits for about
the same premium. Stated differently, an option to supple-
ment when an individual has only part A appears unneces-
sary, while an option to supplement when an individual has
only part B would disadvantage those Federal Employees
Iealth Benefits enrollees who subscribe to it.

Section 1862(c) requires that the Government's full stand-
ard contribution to Federal Employees Iealth Benefits Cov-
erage (as calculated annually under 5 U.S.C. 8906) be applied
to pay the beneficiary's premium for the supplemental Fed-
eral Employees Iealth Benefits option, has part B premiums
or both, but does not provide for crediting any portion of the.
Government Federal Employees Ie.alth Benefits contribu-
tion toward the premium of the employee's or annuitant's
spouse (or child) who may be covered under a Federal Em-
ployees Iealth Benefits family enrollment but not under
medicare.

Twelve additional options would be needed under each of
the 46 plans participating in the Federal Employees Iealth
Benefits Program to supplement (a' Part A of Medicare, (b'
Part B of Medicare, and (c' Parts A and B of Medicare, each
for four family groupings: (1) for self only enrollees, (2)
families where only the. dependents are eovered by medicare—
making over 500 additional options. Thus, the Federal Em-
ployees Iealth Benefits Program would be greatly compli-
cated.
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The Comptroller general offered an alternative to achieve coordiita-
tion which called for the Government to simply pay Medicare Part B
premiums for all eligible Federal Employees Health Benefits enrollees.
The Comptroller General's report also suggested continuation without
change of the existing system for coordinating the benefits of the two
programs.

After careful consideration of the various alternatives to coordinate
the benefits under medicare and the Federal Employees Health Bene-
fits program, the Committee on Ways and Means reported in 1975 that
it "is not convinced that equity requires the Government to substan-
tially increase its expenditures under the two programs in an effort to
accomplish this."

The committee, therefore, concluded that the existingrelationship
between Medicare and the Federal Employees Health Benefits Pro-
gram should be maintained. Public Law 94—182, repealed section 1862
(c) of the Social Security Act on DBcember 31, 1975, bringing to a
close this legislative adventure.

The idea of better coordinating the benefits of Medicare with those
of the Federal Employees Health Benefits Program was useful, and
obviously the House Committee on Ways and Means felt it could be
done by the mandated date of January 1, 1975, which was over 2 years
from the date of enactment. However, as this entire issue was more
carefully studied by the Department of H&th, Education, and Wel-
fare and the Civil service Commiion, it became increasingly evident
that no easy method could be found to implement the legislative man-
date. The Congress, seeing the futility of this requirement of law,
wisely repealed it rather than attempt the cumbersome and overly
costly approach of amending the Medicare and the Federal Employees
Health Benefits laws.

To avoid a recurrence of this type of legislative procedure, we
strongly suggest a careful comprehensive study be undertaken to
determine the feasibility of integrating the Civil Service Retirement
System and the Social Security System before mandating such inte-
gration.
('oncZu8ion

The issues related to mandatory social sBcurity coverage for Federal
employees are complex and cannot be properly and rationally resolved
without further study by both the Executive Branch and the Congress.

The Civil Service Commission, the Office of Maiagsment and Budg-
et, and the Social Security Administration, must have time to develop
and present a feasible plan to Congress on how these important policy,
technical, and administrative problems can or should be resolved. Ma-
jor changes in the civil service retirement system have always fol-
lowed adequate congressional and administrative study. The Civil
Service Retirement Act of 1956 followed a comprehensive study of the
civil service retirement. system and the needs for refinancing the fund.
The civil service retirement amendments of 1969 followed the report
of the Cabinet Committee on Federal Staff Retirement Systems of
1966.

Thus, we must necessarily conclude that the time has not yet come
for coverage under social sBcurity for Federal employees. We would
wholeheartedly concur that the time has come to conduct a compkte
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and comprehensive study of the issue. Upon completion of that study
in 1980, as recommended by this committee, when we have found an-
swers to the many important policy issues, to both the substantive and
technical problems which must be resolved first, then the Congress can
make a reasoned and accurate judgment on the question.

Anyone remotely familiar with the complexities of retirement sys-
tems understands that this study must necessarily be a condition
precedent to any satisfactory integration of the different systems in-
volved. To enact legislation disrupting the largest staff retirement
system in the country without first laying a firm foundation for how
tho conversion can be made w9uld be totally irresponsible.

ANALYSIS OF CoMMIrrEE AMENDMENT

The committee amendment strikes all of the provisions of section
301 of H.R. 9346, as reported by the Committee on Ways and Means,
and substitutes an entirely new text for those provisions. Section 301,
as repoi'ted by the Ways and Means Committee, provides for manda-
tory coverage of Federal employees within the old-age, survivors, and
disability insurance system beginning in January 1982. The section
also requires the Secretary of Health, Education, and Welfare, in con-
sultation with the Civil Service Commission, to undertake a detailed
study of how best to coordinate the benefits of the civil service retire-
ment system and those of the social security system. In addition, sec-
tion 301 calls for a study of how best to coordinate the Medicare pro'-
gram and the Federal Eriiployees Health Benefits program. A report
on the results of the two studies, together with a detailed plan for
coordinating the benefits under the two systems, must be submitted
to the Congress no later than January 1, 1980.

As amended by this committee, section 301 of H.R. 9346 does not
provide for mandatory coverage of Federal employees under social
security but requires that a comprehensive study concerning such cover-
age be undertaken and completed within two years after the date of
the enactment of the legislation.

Specifically, subsection (a) of section 301 provides that the Chair-
man of the Civil Service Commission, the Secretaries of the Treasury
and Health, Education, and Welfare, and the Director of the Office
of Management and Budget, shall jointly conduct a detailed study with
respect to the coverage of Federal employees under the old-age, sur-
vivors, and disability insurance system. The. committee intentionally
has refrained from designating a lead agency for purposes of the
study and believes that the four agency heads are in the best posi-
tion to decide which agency should have th overall responsibility for
directing and coordinating the study.

Subsection (b) of section 301 sets forth specific matters which must
be included in the joint study. (This listing should not preclude the
consideration of other matters deemed appropriate by the four agency
heads.)

First, paragraph (1) of subsection (b) provides t.hat th joint study
must include a review of the methods by which full coverage of Fed-
eral employees under social security could be attained. By "full cov-
erage" this committee means coverage of all Federal employees for all
purposes within the old-age, survivors, and disability insurance sys-
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tern. H.R. 9346, as reported by the Committee on Ways and Means,
would mandate such full social security coverage for Federal emplo -
ees beginning in 1982. This committee believes that the various met -
ods of attaining such full coverage should be carefully explored so that
the Cono-ress will have a sound basis for determining whether full cov-
erage o? Federal employees is feasible and, if so, how can it best be
effected.

For example, one method of accomplishing social security coverage
of Federal employees might be to offset their Federal employee retire-
ment system benefits when they become eligible for social security bene-
fits. Another method might involve restructuring the various Federal
employee retirement systems so as to supplement social security
benefits.

Paragraph (2) of subsection (b) provides that for each method of
attaining tull coverage of Federal employees under social security the
study must include an analysis of all of the adjustments which would
be necessary to effect such coverage. This analysis must include not only
the necessary adjustments to the social security system, but those that
would be required for the civil service retirement system and the other
principal Federal employee retirement systems that would be af-
fected, such as the foreign service, the Central Intelligence Agency,
the District of Columbia, and the system covering Federal judges.

In particular, the committee believes that the joint study should
focus on the adjustments under each method that would be necessary in
the age, service, and other eligibility requirements for benefits under
the various systems. Among the Federal employee retirement systems
and the social security system there is a wide variety of eligibility
requirements for voluntary, involuntary and disability retirement,
death benefits, and survivor benefits. (For example, some Federal em-
ployees may retire as early as age 50 if they have completed 20 years
of service.) Subparagraph (A) of subsection (b) (2) requires an
analysis of the necessary adjustments in eligibility requirements and
subparagraph (B) requires a similar analysis of the adjustments that
would be necessary in the nature and level of disability, death, and
survivor benefits. This analysis should take into consideration all of
the benefits which are provided under Federal employee disability and
retirement systems, such as lump-sum refunds, cost-of-living a1just-
ments, Federal employee compensation benefits, and related factois
such as income limitations and the taxability of benefits.

Paragraph (3) of subsection (b) requires that the joint study in-
chide a comparison of the financial aspects of each method of attaining
full social security coverage of Federal employees. Subparagraph (A)
of paragraph (3) requires a comparison of the adjustments in con-
tributions which would be required under each method. Federal em-
ployees under the civil service retiremeiit system now contribute
seven percent of their pay to the retirement fund. A matching con-
tribution is made by the Government. Under H.R. 9346, the social
security contribution rate also will reach seven percent by 1990. Can
Federal employees be expected to fully contribute to both systems?
The adjustments in such contribution rates and the sources of such
contributions must be thoroughly considered in connection with each
method of bringing Federal employees under social security.
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Subparagraph (B) of paragraph (3) requires an analysis of the
ad)ust.ments which would be required under each method in the
manner in which benefits are financed under the various Federal em-
ployee retirement systems and under the social security system. Social
security benefits are financed entirely by employer-employee contribu-
tions. Civil service retirement benefits are financed through a combina-
tion of contributions and appropriations. It will be important to know
what adjustments in these financing methods will be necessary. Also,
consideration must be given to the manner in which existing benefits
for those who have already retired will continue to be financed.

Most significant is the requirement of subparagraph (C) of para-
graph (3) that the joint study must include an analysis of the effects
of each method of attaining full social security coverage on the solv-
ency of the retirement systems involved.

Paragraph (4) of subsection (b) requires the joint study to include
an analysis of the effects of each method of social security coverage for
Federal employees on (A) the recruitment. and retention of Federal
employees; (B) other employee benefits, such as health benefits for
retirees; and (C) Federal, State, and local income tax systems. The
committee believes that all of these matters warrant careful considera-
tion. The civil service retirement system, as well as most other em-
ployee retirement systems, has been carefully developed and improved
over many years and plays a vital role in the recruitment and retention
of competent workers. The Congress should know what effects any
adjustments in civil service retirement benefits or other Federal em-
ployee retirement benefits will have on the recruitment and retention
of talented people. Since social security beneficiaries are eligible for
Medicare benefits, it would appear that some adjustments would have
to be made in the Federal Employees Health Benefits program which
covers most Federal retirees. The effects of social security coverage on
this program and on any other Federal employee benefits program
need to be studied. Finally, since civil service retirement benefits are
fully taxable and social security benefits are not, any method of inte-
grating or coordinating the two systems will most likely have a signifi-
cant impact on Federal, State, and local income tax systems. The Con-
pess should be aware of the magnitude of such impact before reach-
ing a final decision on this subject.

Paragraph (5) of subsection (b) requires the joint study to include
a review of the methods by which partial coverage of Federal em-
ployees under the social security system could be attained. Partial
coverage would cover alternatives such as (1) extending social security
coverage only to new Federal employees; (2) extending social secu-
rity coverage only to certain classes of Federal employees; or (3)
covering all Federal employees under the social security system but
only for certain purposes, such as disability and survivors' benefits.
In reviewing each method of partial coverage, paragraph (5) requires
that consideration be given to al1 of the factors deFcribed in paragraphs
(2), (3), and (4) of subsection (b), discussed above.

Paragraph (6) of subsection (b) provides that the joint study shall
include a review of alteriiatives to providing coverage (either full or
partial) of Federal employees under the social security system which
would improve the solvency of that system. The committee believes
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that .there may be ways of improving the financial status of, the social
security system other than by extending coverage to Federal em-
ployees. hese alternatives must be considered' in the event coverage of
lederal employees proves to be infeasible.

Obviously, any decision to extend social security coverage to Fed-
eral employees will have a substantial impact on present employees,
retirees, and on the various Federal employee retirement systems.
Therefore, subsection (b) provides that in connection with the joint
study, representatives of Federal employees and retirees and the heads
of agencies which administer the various Federal employee retirement
systems shall be allowed to submit views and data. In addition, other
parties which have a significant interest in this matter should be
allowed to submit their views and pertinent data.

Subsection (c) of section 301 provides that upon completion of the
joint study (but in any event no later than two years after the enact-
ment of the legislation) the four agency heads shall submit a joint
report on the results of the study together with their recommendations.
The report shall be submitted to the President and to the, appropriate
committees of each House of the Congress. As discussed above, su1bsec
tion (b) requires a review of the various methods by which full coy-
erage and partial coverage of Federal employees under social securit
could be attained. The report to be submitted under subsection (c
should include the detailed findings of the joint study with respect to
each method of coverage and, particularly, the results of the analyses
and comparisons required by paragraphs (2), (3), and (4) of sflbséc-
tion (b). Subsection (c) further provides that any recommendations
included in the joint report shall be accompanied by draft legislation
if such recommendations would require changes in existing statutes.

Subsection (d) of section 301 requires that the joint study conducted
under subsection (b) and the joint report submitted under subsection
(c) include at least one method of extending social security coverage
to Federal employees which will result in a program of benefits that,
overall, are no less favorable than the benefits which are then. cur-
rently available to such employees under the Federal employee re-
tirment systems. In addition this method of coverage must ,assure
that the contributions requirei of Federal employees will be no greater
than the contributions then currently required of such employees
under their Federal employee retirement systems.

The committee realizes that, in view of the many differences in
benefits that exist between the Federal employee retiremeiit systems
and the social security system, it would be impossible to develop a
method which extends social security coverage to Federal' employees
but, at the same time, preserves each and every benefit available to
employees under the various Federal employee retirement systems.
Such a matchirnz of benefits is not intended by the committee under
subsection (d). Rather, the committee contemplates a method of social
security coverage which results in a oackage of retirement. disability
and survivor benefits that, on the whole, compare favorably to those
provided Federal employees under their existing retirement systems.

Subsection (e) of section 301 defines the term "Federal employee"
for purposes of that section. The term is defined as meaning (1') an
employee as defined in section 2105 of title 5, United States Code
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(which includes most officers nad employees appointed to positions in
the three branches of the Federal Government); (2) an officer or
employee of the Postal Service or of the Postal Rate Commission; and
(3) any other individual in the employ of the United States or any

instrumentality of the United States. As so defined, the term "Federal
employee" is intended to cover any individual that has an employer-
employee relationship with the United States or any instrumentality
thereof.

The remaining committee amendments are conforming amendments
necessitated by the committee amendment to section 301 of the bill.

COST

It is the view of the committee that the study and report which are
required under its amendment to H.R. 9346 can be completed withoit
any significant additional cost to the Government. 111 addition, the
committee amendment makes no changes in existing law but merely
continues existing law with respect to the exclusion of Federal em
ployees from social security coverage. Accordingly, the enactment of
the amendment to H.R. 9346, as proposed by this committee, should
not result in any additional cost to the Government.

By letter of October 14, 1977, Chairman Nix requested that a cost
estimate be furnished by the Congressional Budget Office pursuant
•to section 403 of the Congressional Budget Act. The short period of
time allowed under the terms of the sequential referral, however, pre-
cluded the Congressional Budget Office from providing the requested
cost estimate in time to be included in the committee report on H.R
9346.

U.S. HOUSE OF REPRESENTATIvES,
COMMIrr ON POST OFFICE AND CIvIL SERVICE,

Wa8hington, D.C., October 14, 1977.
Dr. ALICE M. RIvUN,
Dire Q.tor, Congres8ional Budget Office, Hou.se of Representatives,

Wa8hington,D.C.
DEAR DR. RIvLIN: On October 13, 1977, our committee ordered re-

ported H.R. 9346 ("Social Security Financing Amendments of 1977")
with an amendment, a copy of which is enclosed.

The committee amendment strikes out those provisions of H.R.
:9346, as reported by the Committee on Ways and Means, which would
require mandatory social security coverage for Federal employees
effective January 1982, and those provisions relating to a study by the
Secretary of Health, Education, and Welfare.

In lieu of those provisions, our amendment calls for a joint study
to be conducted by the Chairman of the Civil Service Commission,
the Secretaries of the Treasury and Health, Education, and Welfare,
and the Director of the Office of Management and Budget. Although
the study is to be comprehensive, it is the view of this committee that
the four agencies will be able to conduct the study with existing
personnel and without any significant additional cost to the
Government.
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However, in accordance with section 403 of the Congressional
Budget Act of 1974, I would appreciate your estimate of the costs, if
any, which would be incurred in carrying out the provisions of the
committee amendment.

Your staff may contact Bob Lockhart for any additional informa-
tion relating to this matter.

Sincerely,
ROBERT N. C. Nix, Chairman.

Enclosures.
OVERSIGHT

Under the House rules the Committee on Post Office and Civil
Service is vested with legislative and oversight jurisdiction of the
subject matter covered by the committee amendment. The committee
received no report of oversight findings or recommendations from
the Committee on Government Operations pursuant to clause 4(c) (2)
of House Rule X.

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1) (4) of House Rule XI the committee has
concluded that the enactment of the committee amendment to H.R.
9346 will have no inflationary impact on the national economy. This
conclusion is based on the fact that this committee's amendment to
H.R. 9346, as reported by the Committee on Ways and Means, makes
no change in existing law.

PERTINENT CORRESPONDENCE

Set forth below are the letters from Chairman Robert N. C. Nix to
Chairman Al Ullman concerning this committee's concern with re-
spect to H.R. 9346 ard Chairman Nix's letters to the Speaker request-
ing sequential referral of H.R. 9346.

U.S. HOUSE OF REPRESENTATIVES,
COMMIVFEE ON POST OFFICEAND CIVIL SvICE,

Wa8hington, D.C., Sep temher 29,1977.
Hon. AL ULLMAN,
Chairnan, Committee on Ways and Means, U.S. House of Representa-

tives, Wathington, D.C.
DEAR MR. CHAIRMAN: Section 301 of HR. 9346 extends the Social

Security Act to employees of the United States who are covered by
other Federal retirement systems effective December, 1979. Because the
pay, fringe benefits, and employment policies of the Government gen-
erally for Federal employees come within the jurisdiction of the Com-
rnittee on Post Office and Civil Service, I am writing to express my
deep concern about the effect of this proposal as well as to state the
committee's responsibility for jurisdiction over the issue.

Unless advocates of this proposal merely wish to provide more
money for Federal employees during their retirement the apparent
reasons for extending coverage to Federal employees would be to ac-
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quire the $43 billion assets of the Civil Service Retirement and Disa-
bility. Fund (as of July 30, 1976) and to plan some future merger of
the systems and re4uce the combined benefits; I bbject on both grounds.
First, the financial problems of the Social Security Fund wourd not be
resolved by acquiring the assets of the Civil Service Retirement and
disability Fund: a1pn with the $43 billion assets, the retirement fund
has an unfunded liability of $107 billion. Second, unlike social secur-
ity, the Civil Service Retirement System is designed to sustain the pur-
chasing power of a career Federal employee at a respectable level
after 30 years of more of Federal service. Career staff retirement sys-
tems should not be combined with social security.

Current civilian pay exceeds $45 billion annually. Assuming a mod-
est percent increase in Federal salaries, the Government (employer)
contribution to the Social Security Fund for Federal employees would
require an additional budgetary outlay of at. least $2. billion in 1980
if section 301 is approved. Federal employees, who now pay 7 percent
of their gross salary for retirement benefits, would pay an additional
5.1 percent in 1980. An employee earning $12,000 a year would ay
$1,440 or 12 percent of his total earnings, for social security and civil
service retirement coverage.

Employees and employee organizations have expressed strong oppo-
sition to social security coverage at this time, and our committee has
no plans to consider legislation combining civil service retirement with
any other ajinuity program during the 95th Congress.

I would appreciate your making these views known to the commit-
tee members.

Sincerely,
ROBERT N. C. Nix, Chairman.

U.S. HOUSE OF REPRESENTATIVES,
C0MMrI'TEE ON PosT OF'1'IcE AND CIvIL SERvIcE,

Washington, D.C., October 4, .7977.
Hon. THOMAS P. O'NEILL, Jr.,
The Speaker, U.S. Ho'u8e of Repre8entative8,
Wa8hington, D.C.

DEAR MR. SPEAKEB: The Committee on Ways and Means is pres-
ently considering, and expects to report this week, H.R. 9346, the
Social Security Financing Amendments of 1977. Section 301 of that
bill would extend coverage of .the Social Security Act to Federal em-
ployees, effective December, 1981.

As you know, under House Rule X(o) (5) this committee has juris-
diction over all legislative matters relating to the "status of officers
and employees of the United States, including their compensation,
classification, and retirement". While it is argued that section 301 does
not change or alter the existing civil service retirement system, and
technically this is true, section 301, if enacted, would clearly require
this committee to take some action to merge the civil service retirement
system with the social security system. Failure of this committee to
take some action prior to the 1982 "universal coverage" effective date
would result in the absurd situation of Federal employees being coy-
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ered by two separate (and totally unrelated) systems and would re-
quire both the Federal employee and the Federal Government to con-
tribute to both systems.

I have detailed this committee's objections with respect to the merits
of section 301 in a letter of September 29 to Chairman Ullrnan (copy
encolsed). I think it is clear that section 301, although technically not
amending or altering the civil service retirement system, does clearly
and dramatically mandate changes in that systenL Also, providing
social security coverage for Federa' emp'oyees in fact establishes a
new retirement system, that is, social security, for those employees.

The Committee on Ways and Means has explicitly recognized that
"universal coverage" will require changes in the civil service retire-
ment law and has in fact provided for a Commission to study and
report back in 1980 what changes are necessary. It seems to me that
such an approach, that is, mandating a change and then attempting to
find a means to accomplish the change is putting the cart before the
horse.

Such matters are uhder the jurisdiction of this committee, and ac-
cordingly, should H.R. 9346 be reported with section 301 intact, I re-
spectively request that it be sequentially referred to this committee
for a period of time sufficient for this committee to consider the merits
of that portion of the legislation which pertains to this committee's
jurisdiction.

With kindest regards,
Sincerely,

ROBERT N. C. Nix, Chairman.

U.S. HOUSE OF REPRESENTATIVES,
COMMIrrEE ON POST OFFICE AND CIVIL SERvIcE,

Wa8hington, D.C., October 5, 1977.
Hon. THOMAS P. O'NEILL, Jr.,
The Speaker, U.S. House of Repre8entatives,
Washington, D.C.

DEAR MR. SPEAKER: This is in further reference to my letter of Octo-
ber 4 regarding H.R. 9346.

At a meeting of the caucus of the Democratic Members of the Post
Office and Civil Service Committee held today, it was decided unani-
mously to send you this letter, cosigned by all the majority members
of the committee, as well as most of the minority members, to urge you
once again to sequentially refer H.R. 9346 to this committee.

We want to make it clear that it is not our intention to cause any
delay in the timetable for consideration of this bill by the House. In
this regard, we understand that the timeframe for a sequential referral
would be governed by that fact. If it is necessary that the bill be con-
sidered in this session, thus permitting only limited time for referral,
we assure you that we would act expeditiously. If, however, it is
planned not to schedule this bill until the next session, we respectfully
suggest a referral until early next January so that the committee can
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conduct hearings and follow the normal and orderly legislative process.
In any event, the committee is of the unanimous opinion that the

action taken by the Ways and Means Committee, relating to manda-
tory social security coverage for Federal employees and integration of
the civil service retirement and social security systems, grossly in-
fringes upon a major portion of this committee's jurisdiction. The
ramifications of section 301 of H.R. 9346 are of major and perhaps
tragic proportions to Federal employees and the civil service retire-
ment system, and such a matter should not be acted on by the House
without full input by this committee.

If the committee structure in the House is to work as the House
Rules intend it to, we believe it is imperative that the bill be sequen-
t.ially referred to this Committee for appropriate action.

With kind personal regards,
Sincerely yours,

Robert N. S. Nix, Chairman; Pat Schroeder; Gladys Spell-
man; William L. Clay; Richard C. White; Bill Leh-
man; William D. Ford; Charles Wilson; Stephen
Solarz; Mo llJdall; Herbert E. Harris II; Leo J.
Ryan; Jim Han ley; Ralph H. Metcalfe; Cee Hertel;
Jim Howard; Michael 0. Myers; Trent Lott; Jim
Leach; Tom Corcoran; John H. Rousselot; Gene
Taylor; Edward J. Derwinski.

ADMINIsTRATION VIEWS

Set forth below is a letter from the Chairman of the Civil Service
Commision expressing the Administration's views with respect to H.R.
9346, and supporting the approach taken by this committee's amend-
ment to that bill.

U.S. CIVIL SERVICE COMMISSION,
Wa8hington, D.C.

Hon. ROBERT N. C. NIx,
Chairman, Comi,nittee on Post Offzce and Civil Service, House of

Representatives, Wa8hington, D.C.
DEAR MR.. CHAIRMAN: The Civil Service Commission has carefully

reviewed the action taken by the Ways and Means Committee to in-
clude in H.R. 9346, the "Social Security Financing Amendments of
1977," a provision which mandates social security coverage for Fed-
eral employees beginning January 1, 1982 and requires the Secretary,
Health, Education, and Welfare in consultation with the Civil Serv-
ice Commission to prepare a detailed study of methods for integrating
the Civil Service Retirement system with social security by January 1,
1980. We are concerned about this provision as we believe that a step
of this magnuitude and complexity requires a thorough study of the
benefits and financing of each system, full consideration of a range of
methods for integrating the systems, and perhaps most importantly
specific recommendations and proposals for a "phase-in" or transition
period to protect the integrity of the systems and the equity of the
individual's rights and benefits under each system.
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While such a study is broader than that provided in H.R. 9346, we
believe that it could be completed within the time frame required by
the bill. We strongly believe that such a study is the necessary first step
before establishing the timing of mandatory coverage.

We are not opposed to the concept of mandatory social security
coverage for Federal employees. However, the Commissioners as
trustees of the Civil Service Retirement Fund have, by law, an
obligation to assure that contractual interests of current and former
employees in the retirement fund are protected. Similarly the Com-
mission believes we must have a total compensation package, which
enables the Government to attract and retain personnel.

We believe it is important that any changes in the Civil Service
retirement system keep those objectives in mind.

The Office of Management and Budget advises that from the stand-
point of the Administration's program there is no objection to the sub-
mission of this letter.

Please let us know if there is anything we can do to assist your
committee's review of this important matter.

Sincerely yours,
AL4tN K. CAMPBELL, Chairman.

CHANGES IN' ExISnNG LAW

Since the amendment Jroposed by this committee makes no changes
in existing law, the requirements of clause 3 of House Rule XIII are
inapplicable to this report.

0
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A BILL
To amend the Social Security Act and the Internal Revenue

Code of 1954 to strengthen the financing of the social secu-

rity system, to reduce the effect of wage and price fluctuation

on the system's benefit structure, to provide coverage under

the system for officers and employees of the United States,

of the State and local governments, and of nonprofit orga-

nizations, to increase the earnings limitation, to eliminate

certain gender-based distinctions and provide for a study of
proposals to eliminate dependency and sex discrimination

from the social security program, and for other purposes.

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

2 tive,s of the United States of America in Congress assembled,

3 That this Act, with the following table of eonten, may ho

4 otod ao the "Social -Socurity

5 W77".
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1 TITLE IV ELIMINATION OF GENDER-BASED

2 DISTINCTIONS UNDER THE OLD-AGE, SU

3 VIVORS, AND DISABILITY INSURANCE PRO

4 GRAM -

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

PART A—Eçu.i.IzAIoN OF TREATMENT OF MEN AND

-WOMEN UEB TIIE PROGRAM

DIVORCED HUflBANDB

SEc. 401. (a.) (1) Section 202(o) (1) of the Social

Security Act in amended, in the matter preceding oubpara-

graph (A), by inserting "and every divorced husband (a

defined in ijootion 216 (d))" before "of an individual" and

inserting "or ouch divorced husband" after "if ouch has

band".

—42) Sootion 202 (a) (1) of ouch Act is further

-amended

(A) by rcdooignating subparagraph (C) and (D)

as subparagraphs (D) and (E), and by inserting after

subparagraph (B) the following now subparagraph:

"1 ri +h h.,nbn.1 nvaaI .#A'J_# %Pfl W San SI. SI%15 astthJPJtasnSt, 00 SLJU

married,'!i

(B) by striking oi1it "after August 1950" in the

matter following subparagraph (E) (as so redesig-

nated) ; and-
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1IQUALIZATION OF BENEFXTZ-UND SECTION 228

2 SEc. 405. (a) Seotii

3 rity Act is 11

028(b) (2) of the Social Socu

4 (1) by striking out "the Ii _.__..1,._

6 (2) by striking out "$64.40" and inserting in liui

7 thereof "$48.30"; and

8 (3) by striking out cv "section

9 215 (1)" the first time it appears and inserting—in lieu

10 thereof a period.

ii (b) Section 228 (o) (3) of such Act is amended -to

12
-

13

14

15

16

17

18

19

20

21

22

23

.24

25

"(3) In the wife, both of wli

5
:..e..... :.. i:.. s

7

arc entitled to bonofit under this section for any month, the

benefit amount of each, after any reduction under paragraph

-(I), hall be furthcr rcdced (bet not below zero) by the

-cxccss (if any) of (A) the total amouMt ef any periodic

boIlefite . under governmental pension systems for which the

other is eligible for such month, over (B) the larger of

or the amount most recently established in lieu

thereof under section 215 (i) .".

(c) The Secretary ahall increase the amounts specified

-in noction 228 of the Social Security Act, as amended by

-this sectiOn, to take account of any general benefit increases

(as referred to in section 15 (i) (3) of such Act), and



71

1 any incrsace under section 215 (i) p1 such Aot, which

2 oocur after Jtie 1974.

3 FAT1ull Li 1LWUI(•AI4UI BENEFITS

4 So. 406. (a) Scotion (g) of the Social Security

5 •Aot is amended—

6 (1) by striking out "widow" wherever it appears

7 and incrting in lieu thereof "surviving spouse";

8 f23- by striking out "widow's" wilt nnncara

9 and inserting in lieu thereof "surviving spouo's";

10 f&)- by striking out "wifc' ''"" benefits" in

11 paragraph (1) (D) anti inserting in lieu thereof "a

12 spouse's insurance benefit";

4-44- by striking out "her" wherever i appears an4

14 inoortiiig4n lieu thereof "his";

15 fS.)- by t.riking out "she" wherever t appears and

L1_
LV IHullrIIt.v in nuu uiOrOOi ne ;

17 / -463. by striking out "mother" wherever it appears

18 and inae-t4ing in lion thereof "parent";

19 (43 by inserting "or father's" after "mother's"

20 whorovc annears;

21 -(-83 by striking out "after August 1950"; and

22 -(-93 by inserting "this subsection or" before "sub

23 sootion (a)" in paragraph (3) (A).

24 (b) Th& heading of seMtion 02 (g) of such Act is

25 -amended jy inserting "and Father's" after "Mother's".,





























(-B-)- by striking out "subparagraph (B) ", "para

graph (6) ", and "paragraph (5) " in subparagraph (F)

and inserting in lieu thercof "subparagraph (A) ",

"paragraph (4) ", and "paragraph (3) ", respectively,

(E) by striking out "remarries, dips," in tho matter

following subparagraph (F) and inserting in lieu thoro

of "dies, or", and

(F) by rodesignating subparagraphs (B) through

(F) as oubparagraphs (A) through (E), reopcctivcly.

(2) Section 202 (o) (2) (A) of ouch Act is amended by

striking out ", paragraph ('I) of thio oub500ti3n,".

(3) Scotion 202 (c) of such Act is further amended by

striking out paragraphs (3) and (4), and by rcdcsignating

paragraphs (5), (6), and (7) as paragraphs (3), ( 1), and

(5) ,rcopcotively

(4) The paragraph of section 202 (e) of ouch Act ro

I Q L 1h 1 2 4 1.,Snnwytfl.a AJu j,w.. tJun w1'p J/ PJJ j;W_ WS wran ,'cJ , JS V,LLSU

section is amended by striking out "(1) (B) (ii)" and in

sorting in lieu thereof "(1) (A) (ii) ".

(5) The paragraph of section 202 (e). of ouoh Act ro

designated as paragraph (1) by paragraph (3) of this sub

section is amended

85

(..)- 'by striking out "subparugrph (B)" in sab-

paragraph— (E) and insorting in lieu thorocf

graph (A)!23

1

2

3

4

5

6
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8
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17
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(3) (A) of ouch Act in

2 by otriking out ", paragraph (5) of thi3 nuboection,".

3

4

5

6

7

8

9

10

11

12

13

14

(4) Scetion 202 (f) of ouch __1_J

is graph (1) (F)" and "paragraph (4) ", roopcotively.

16 (f) (1) Section 202 (g) (1) of ouch Act (an amended

17 by ocotion 4-04 (a) of thin Act) in further arnend—

20

21

22

23

24

25

(B) —by — _..4.

J-' I A_JL.t

in nu
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1
nrnIt

h IA \ I \ .-.A 1- -icuesignaving

paragrapho (6), (7), and (8) an paragrapho ('1), (5),

and (6), rcopcotivcly.

(5) Tho paragraph of nection 202 (f) of ouch Act ro

donignated an paragraph (1) by paragraph (4) of thin nub-

cootion in amended by otriking out "(1) (B) (ii)" and in-

norting in lieu thereof "(1) (A) (ii)

(6) The paragraph of eotion 202 (f) of ouch Act ro-

IA J i-k k.UL WjL !.F/. JJ f)O,1 UJyLJ. .1/ JL V.U

ocotion in amended by otriking out "paragraph (1) (0)"

and "paragraph (6)" and innerting in lieu thorcof "nara

18

19

(A) by ntriking out -

paragraph (F) (i) and inoorting in lieu

n,w1 Ifl\paragr.i

thereof "sub

(-C) by otriikng out "lip remarrio," in the matter

following oubparagraph (F), and

(B) through(D) by rodocignoting subprgrajhn

(F) an oubparagraphs (A) through (E), roopootivoly.
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taxable year ends and to each of the next three or fewer

-preceding quarters any part of which is in such taxable

ycar

".(b) For the purposes of determining avcrage indexed

monthly earnings, average monthly wage, and quarters of

coverage the amount of self employment income derived -dtir-

•ing any taxable year which begins after 1977 shaW—

"(1) in the case of a taxable year which is a-

calendar year or which begins with or during a eaIend

year and ends with or during such year, be credited

such calendar year; and

"(2) in the case of any other taxable year, be

allocated proportionately to the two calendar years

portions of which are included within ouch-taxable

nn ii!n hncn nf 'fi "mhnr nf mnn1hg n

calendar year which are included

taxable year.

For purposes of clause (2), the calendar month in which a

taab1e ycr ends shall be treated as included completely

within that taxable ycar.'

(c) Section 213 (a) (2) of such Act is amended to read

as follows

"(2) (A) Tlc tc 'quarter of coverage' mean—
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"(B) thc ratio of (i) the averago of the total wago

(as dcficd in regulations of the Secretary and computed

without regard to the limitations specified in section

200 (a)) rcpcrted to the Secretary of the Treanu

his delegate for the calendar year before the year in

which such redetermination in made to (ii) the average

cf the total wages (as no defined and oomputcd ro

pord to the Secretary of the Treasury or his delegate

for cal&Aar year 1977 or, if later, the oalondar ycr

before the year in which the reduction was first oom

puted (but not counting any reduction made in bonofito

fr a proviou pcod of disability); d

"(C) n any case in which the reduction wan first

. computed before 1978, the ratio of (i) the average of

the . taabk wagoc reported to the Soerotry br the

first calendar quarter of 1977 to (ii) the average of the

tazable wages reported lie the coretary for the first

calendar qu'arter of th ealenar year before the year n

which the reduction wus first:computod (but not count
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Any. amount dtcrmincd under this paragraph which i9 not

a multiple of-$1 ohl be reduced to the ext lower multiple

5 of $1.".

6 (d)

7 (1) by 3triking out "uhall be 0 £1 4.t 1.. .,

8 paid, in cach calendar quarter occurring after 1956 in

9
.LL i :. ting in lieu thereof ", if he", and

10 (2) by striking "LI IAI IJJ
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11 wagc actually paid to him for ouch nervice) of $300."
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following: "hal1 be deemed to have been paid

"(1) in each calcndar quarter occurring after 1956

and before 1978 in which ho wan paid ouch wagon, addi

tional wage3-of $800, and

"(2)—in each calendar year occurring after 1077

-in which ho wan paid such wagon, additional wages of

$100 for each $300 of ouch wagon, up to a maximum

of $1,200 of additional wagon for any calendar year.".

(e) (1) Section 230(b) of nuoh Act in amended by
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lowing: "and an employer who in any calendar year payc

to an employee cash remuneration to which paragraph (7)

an amount equivalent to such ta from any such payment of

remuneration, even though at the time of payment the total
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employer in the calendar ar is loss than $100 ;".
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1. on the first day proooding suoh day whiph i not a saturday,

2 Sunday, or legal publio holiday (a o dofinod), without ro

3 gard to whthr tho dliveiy of suph oheck—ld- a a ro

4 suit have to be made before the end of the month for which

5 such checks arc iccued.

6 "(b) If more than th ocrreot amount of payment under

7 title II or XVI is mado to any individual as a ros'1t of the

8 ecipt of a benefit ohook pursuant to ubcotien (a) boforo

9 the ond of the month for which suQh oheck is issued, no aotion

10 shall b9 taken (under section 204 or 1q31 (b) or therw4
11 to rcoovr suoh payment or t inooeot portion thereof.".

12 -(b) Tho 'amendment mdo by subsoofion (a) of this

1 ectn shall - apply with respQt to benofit oheok the

14 rogularly do!gnatod day for doivory of which ooours on or

15 -thor the thirti2th day after tho date of tho onaotrncnt of this16
17 DEFINITION

18 Sc. 703. As uod in this Aet and tho amondmcnth to

19 thQ Social Scurity Act made by this Act, the toim

20 rotary" mepig, un1o tho coxt otIiorwio roguire, tho

21 Soorotpry of ilcuith, Education, and Wolfaro.

22 That this Act, with the following table of contents, may be

23 cited as the "Social Security Financing Amendments of

24 1977".
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TITLE I—PROVISIONS TO IMPROVE THE Fl-

2 NANCING OF THE OLD-AGE, SURVIVORS,

3 AND DISABILITY INSURANCE PROGRAM

4 ADJUSTMENTS IN TAX RATES

5 SEC. 101. (a) (1) Section 3101 (a) of the Internal

6 Revenue Code of 1954 (relating to rate of tax on employees

7 for purposes of old-a ge survivors, and disability insurance)

8 is amended by striking out paragraphs (1) and (2) and

9 inserting in lieu thereof the following:

10 "(1) with respect to wages received during the

11 calendar years 1974 through 1977, the rate shall be

12 4.95 percent;

13 "(2) with respect to wages received during the

14 calendar years 1978 through 1980, the rate shall be

15 5.05 percent;

16 "(3) with respect to wages received during the

17 calendar years 1981 through', 1984, the rate shall be

18 5.15 percent;

19 "(4) with respect to wages received during the
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1 calendar years 1985 through 1989, the rate shall be

2 5.45 percent; and

3 "(5) with respect to wages received after Decem-

4 ber 31, 1989, the rate shall be 6.00 percent.".

(2) &ction 3111 (a) of such Code (relating to rate

6 of tax on employers for purposes of old-age, survivors, and

7 disability insurance) is amended by striking out paragraphs

8 (1) and (2) and inserting in lieu thereof the following:

9 "(1) with respect to wages paid during the cal-

10 endar years 1974 through 1977, the rate shall be 4.95

U percent;

12 "(2) with respect to wages paid during the cal-

13 endar years 1978 through 1980, the rate shall be 5.05

14 percent;

15 "(8) with respect to wages paid during the calen-

16 dar years 1981 through 1984, the rate shall be 5.15

17 percent;

is "(4) with respect to wages received during the

calendar years 1985 through 1989, the rate shall be

5.45 percent; and

21 "(5) with respect to wages paid after December 31,

2 1989, the rate shall be 6.00 percent.".

23 (8) Section 1401 (a) of such Code (relating to rate of

24 tax on self-employment income for purposes of old-age,
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survivors, and disability insurance) is amended by striking

2 out "a tax" and all that follows and inserting in lieu thereof

3 the following: "a tax as follows:

4 "(1) in the case of any taxable year beginning

5 before January 1, 1978, the tax shall be equal to 7.0

6 percent of the amount of the self-employment income

7 for such taxable year;

8 "(2) in the case of any taxable year beginning

9 after December 31, 1977, and before January 1, 1981,

10 the tax shall be equal to 7.10 percent of the amount of

11 the self-employment income for such taxable year;

12 "(3) in the case of any taxable year beginning

13 after December 31, 1980, and before January 1, 1985,

14 the tax sha1l be equal to 7.70 percent of the amount of

15 the self-employment income for such taxable year;

16 "(4) in .the case of any taxable year beginning after

17 December 31, 1984, and before January 1, 1990, the

18 tax shall be equal to 8.20 percent of the amount of the

19 self-employment income for such taxable year; and

20 "(5) in the case of any taxable year beginning

21 after December 31, 1989, the tax shall be equal to 9.00

22 percent of the amount of the self-employment income

23 for such taxable year.".

24 (b) (1) Section 3101 (b) of such Code (relating to rate
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1 of tax on employees for purposes of hospital insurance) is

2 amended by striking out paragraphs (1) through (4) and

3 inserting in lieu thereof the following.•

4 "(1) with re8pect to wages received during the

5 calendar years 1974 through 1977, the rate shall be

6 0.90 percent;

7 "(2) with re8pect to wages received during the

8 calendar years 1978 through 1980, the rate shall be

9 1.00 percent;

10 "(3) with respect to wages received during the

ii calendar years 1981 through 1985, the rate shall be

12 1.30 percent; and

13 "(4) with respect to wages received after Decem-

14 ber 31, 1985, the rate shall be 1.45 percent.".

15 (2) Section 3111 (b) of such Code (relating to rate of

16 tax on employers for purposes of hospital insurance) is

17 amended by striking out paragraphs (1) through (4) and

18 inserting in lieu thereof the following:

19 "(1) with respect to wages paid. during the cal-

20 endar years 1974 through 1977, the rate shall be 0.90

21 percent;

22 "(2) with respect to wages paid during the cal-

23 endar years 1978 through 1980, the rate shall be 1.00

24 percent,

25 "(3) with respect to wages paid during the cal-
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endar years 1981 through 1985, the rate shall be 1.30

2 percent; and

3 "(4) with respect to wages paid after December 31,

1985, the rate shall be 1.45 percent.".

(3) Section 1401 (b) of such Code (relating to tax on

6 self-employment income for purposes of hospital insurance)

is amended by striking out paragraphs (1) through (4) and

8 inserting in lieu thereof the following:

9 "(1) in the case of any taxable year beginning after

io December 31, 1973, and before January 1, 1978, the

ii tax shall be equal to 0.90 percent of the amount of the

12 self-employment income for such taxable year;

13 "(2) in the case of any taxable year beginning after

14 December 31, 1977, and before January 1, 1981, the

15 tax shall be equal to 1.00 percent of the amount of the

16 self-employment income for such taxable year;

17 "(3) in the case of any taxable year beginning after

18 December 31, 1980, and before January 1, 1986, the

19 tax shall be equal to 1.30 percent of the amount of the

20 self-employment income for such taxable year; and

21 "(4) in the case of any taxable year beginning after

22 December 31, 1985, the tax shall be equal to 1.45 per-

23 rent of the amount of the self-employment income for

24 such taxable year.".
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1 ALLOCATIONS To DISABILITy INSURANCE TRUST FUND

2 SEC. 102. (a) (1) Section 201 (b) (1) of the Social

3 Security Act is amended by striking out clauses (G)

4 through (J) and inserting in lieu thereof the following:

5 "(G) 1.55 per centum of the wages (as so defined) paid

6 after December 31, 1977, and before January 1, 1979, and

7 so reported, (H) 1.50 per centum Of the wages (as so

8 defined) paid after December 31, 1978, and before Janu-

9 ary 1, 1981, and so reported, (1) 1.60 per centum of the

10 wages (as so defined) paid after December 31, 1980, and

11 before January 1, 1985, and so reported, (J) 1.80 per

12 centum of the wages (as so defined) paid after Decem-

13 ber 31, 1984, and before January 1, 1990, and so reported,

1 and (K) 2.20 per centum of the wages (as so defined)

15 paid after December 31, 1989, and so reported,".

16 (2) Section 201 (b) (2) of such Act is amended by

17 striking out clauses (G) through (J) and inserting in lieu

18 thereof the following: "(G) 1.090 per centum of the amount

19 of self-employment income (as so defined) so reported for any

20 taxable year beginning after December 31, 1977, and before

21 January 1, 1979, (H) 1.055 per centum of the amount of

22 self-employment income (as so defined) so reported for any

23 taxableyear beginning after December 31, 1978, and before

24 January 1, 1981, (1) 1.200 per centum of the amount of

25 self-employment income (as so defined) so reported for any
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•j taxable year beqinning after December 31, 1980, and before

2 January 1, 1985, (J) 1.350 per centum of the amount of

3 self-employment income (as so defined) so reported for any

4 taxable year beginninU after December 31, 1984, and before

5 January 1, 1990, and (K) 1.650 per centum of the amount

6 of self-employment income (as so defined) so reported for any

7 taxable year beginning after December 31, 1989,".

8 INCREASES IN EARNINGS BASE

9 Sec. 103. (a) (1) Section 230(a) of the Social Security

10 Act is amended by inserting "or (c)" after "determined under

11 subsection (b)".

12 (2) Section 230(b) of such Act is amended by striking

13 out "shall be" in the matter preceding paragraph (1) and

14 inserting in lieu thereof "shall (subject to subsection (c)) be".

(b) Section 230 (c) of such Act is amended—

16 (1) by inserting "(1)" immediately before "the

17 'contribution and benefit base' "; and

18 (2) by striking out "section." and inserting in lieu

19 thereof the following:

20 "section, and (2) the 'contribution and benefit base' with

21 respect to remuneration paid (and taxable years beginning) —

22 "(A) in 1978 shall be $19,900,

23 "(B) in 1979 ,shall be .$22,900,

24 "(C) in 1980 shall be $25,900, and

25 "(D) in 1981 shall be $27,900.
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1 For purposes of determining under subsection (b) the 'con-

2 tribution and benefit base' with respect to remuneration paid

3 (and taxable years beginning) in 1982 and subsequent years,

4 the dollar amounts specified in clause (2) of the preceding

5 sentence shall be considered to have resulted from the applica-

6 tion of such subsection (b) and to be the amount determined

7 (with respect to the years involved) under that subsection.

8 For purposes of determining employer tax liability under

9 section 3221 (a) of the Internal Revenue Code of 1954 and

10 for purposes of computing average monthly compensation

11 under section 3(j) of the Railroad Retirement Act of 1974,

12 except with respect to annuity amounts determined under

13 section 3(a) or 3(f) (3) of such Act, clause (2) and the

14 preceding sentence of this subsection shall be disregarded.".

15 (c) (1) Section 230 of such Act is further amended by

16 adding at the end thereof the following new subsection.•

17 "(d) Notwithstanding any other provision of law, the

18 contribution and benefit base determined under this section

19 for any calendar year after 1976 for purposes of section

20 4022(b) (3) (B) of Public Law 93—406, with respect to any

21 plan, shall be the contribution and benefit base that would

22 have been determined for such year if this section as in effect

3 immediately prior to the enactment of the Social Security

24 Financing Amendments of 1977 had remained in effect

25 without change.".
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1 (2) The amendment made by paragraph (1) shall apply

2 with respect to plan terminations occurring after the date of

3 the enactment of this Act.

4 (d) (1) The second sentence of section 215(i) (2) (D)

5 (v) of such Act is amended by striking out "is equal to

6 one-twelfth of the new contribution and benefit base" and

7 inserting in lieu thereof "is equal to, or exceeds b?J less than

8 $5, one-twelfth of the new contribution and benefit base".

9 (2) The third sentence of section 215(i) (2) (D) (v)

10 of such Act is amended by striking out all that follows

11 "clause (iv)" and inserting in lieu thereof "plus 20 per-

12 cent of the excess of the second figure in the last line of

13 column III as extended under the preceding sentence Over

14 such second figure for the calendar year in which the table

15 of benefits is revised.".

16 STANDBY GUARANTEE OF TRUST FUND LEVELS

17 SEC. 104. (a) Section 201 of the Social Security Act is

18 amended by adding at the end thereof the following new

19 subsection:

20 "(J) (1) If at the close of any calendar year after 1977

21 the balance remaining in the Federal Old-Age and Survivors

22 Insurance Trust Fund or the Federal Disability Insurance

23 Trust Fund (as determined by the Secretary of the Treasury

24 in the following February) is less than 25 percent of the

25 total amount of the expenditures made from such fund under
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1 this title during that calendar year, there is hereby appro-

2 priated to the Secretary of the Treasury for loans to such

3 fund, out of any moneys in the Treasury not otherwise ap-

4 propriated, as of the following July 1, an amount equal

5 to the difference between (A) such balance, and (B) 27

6 percent of the total amount of such expenditures.

7 "(2) If at the close of any calendar year succeeding a

8 calendar year with respect to which an appropriation for

9 loans to either trust fund is made under paragraph (1)—

10 "(A) the balance remaining in that fund (as deter-

11 mined by the Secretary of the Treasury in the following

12 February) is less than 35 percent of the total amount

13 of the expenditures made from such fund under this title

14 during such succeeding calendar year (whether or not

15 an appropriation for loans to such fund is made under

16 paragraph (1) with respect to such succeeding year),

17 and

18 "(B) the outstanding balance of all loans (includ-

19 ing accumulated interest) which were made to such

20 fund under paragraph (1) with respect to calendar years

21. before such succeeding year (and which have not been

22 repaid to the Treasury under paragraph (3)) is

23 $2,000,000,000 or more,

24 the taxes imposed by sections 1401 (a), 3101 (a), and 3111

25 •(a) of the internal Revenue Code of 1954 with respect to
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1 wages received or paid (and taxable years beginning) in

2 the second cai'endar year after such succeeding year shall

3 be increased as provided in section 3125 of such COde.

4 "(3) Any amount appropriated for loans to either

5 trust fund with respect to any calendar year under para-

6 graph (1) shall. be repaid, with interest, by transfer from

7 such fund to the general fund of the Treasury. A repay-

8 ment of such amount shall be made on July 1 next succeed-

9 ing any subsequent calendar year at the close of which (as

10 determined b, the Secretary of the Treasury in the follow-

11 ing Februart,) the balance remaining in such fund exceeds

12 30 percent of the total amount of the expenditures made

Th from such fund under this title during that calendar year,

14 and any such repayment shall be in an amount equal to

15 the difference between. (A) such balance, and (B) 30 per-

16 cent of the total amount of such expenditures. Interest on

17 any such loan shall be at a rate, as determined by the Sec-

18 retary of the Treasury, equal to the average market yield

19 on the outstanding marketable obligations of the United

20 States of comparable maturities at the time the loan was

21 made.".

22 (b) (1) (A) Section 1401 (a) of the Internal Revenue

23 Code of 1954 (as amended by section 101 (a) (3) of this

24 Act) is amended by inserting "(subject to section 3125)"

25 after "a tax" in the matter preceding paragraph (1).
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1 (B) Sections 3101 (a) and 3111 (a) of such Code (as

2 amended by section 101 (a) (1) and (2) of this Act) are each

3 amended by inserting "(subject to section 3125)" after

4 "equal to the following percentages" in the matter preceding

5 paragraph (1).

6 (2) (A) Chapter 21 of such Code (the Federal Insur-

7 ance Contributions Act) is further amended by redesignating

8 sections 3125 and 3126 as sections 3126 and 3127, respec

9 tively, and by inserting after section 3124 the following new

10 section:

11 "SEC. 3125. INCREASE IN TAX RATES TO ASSURE REPAY.

12 MENT OF LOANS MADE TO TRUST FUNDS.

13 "Whenever an appropriation has been made under sec-

14 tion 201 (j) (1) of the Social Security Act for loans to the

15 Federal Old-Age and Survivors Insurance Trust Fund or

16 the Federal Disability Insurance Trust Fund, and section

17 201 (j) (2) of such Act applies with respect to a succeeding

18 calendar year, each of the rates of tax which would otherwise

19 be effective under sections 3101 (a) and 3111 (a) with respect

20 to wages received or paid in the second calendar year after

21 8uch succeeding year shall be increased by 0.10 percent, and

22 the rate or rates of tax which would otherwise be effective

23 under section 1401 (a) with respect to taxable years be gin-

24 ning in the second year after such succeeding year shall be

25 increased by 0.15 percemt.".
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1 (B) The table 'of sections for subchapter C of chapter 21

2 of such Code is amended by striking out the last two items and

3 inserting in lieu thereof 'the following:

"Sec. 315. Zncrea8e in tax rates to assure repayment of loafl3
made to trust funds.

"Sec. 316. Returns in the case of goverimental employees
in Guam, American Samoa, nd the District
of Columbia

"Sec. 317. Short title.".

4 EFFECTIVE DATE

5 SEC. 105. The amendments made by sections 101, 102,

6 and 103 shall apply with respect to remuneration paid or

7 received, and taxable years beginning, after 1977. The

8 amendments made by section 104 shall apply with respect

9 to calendar years after 1977.

10 TITLE Il—STABILIZATION OF REPLACEMENT

11 RATES IN THE OLD-AGE, SURVIVORS, AND

12 DISABILITY INSURANCE PROGRAM

13 COMPUTATION OF PRIMARY INSURANCE AMOUNT

14 SEC. 201. (a) Section 215(a) of the Social Security
15 Act i.s amended to read as follows:

16 "(a) (1) (A) The primary insurance amount of an

17 individual shall (except as otherwise provided in this section)

18
be equal to the sum of—

19 "(i) 90 perce4iit of the 'individnal's average indexed
20

monthly earnings (determined under subsection (b))
21

to the extert that such earnrngs do not exceed the amount
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1 established for purposes of this clause by subparagraph

2 (B),

3 "(ii) 32 percent of the individual's average indexed

4 monthly earnings to the extent that such earnings exceed

5 the amount established for purposes of clause (i) but do

6 not exceed the amount established for purposes of this

7 clause by subparagraph (B), and

8 "(iii) 15 percent of the individual's average in-

9 dexed monthly earnings to the extent that such earnings

10 exceed the amount established for purposes of clause (ii),

11 rounded in accordance with subsection (g), and thereafter

12 increased as provided in subsection (i).

13 "(B) (i) For individuals who initially become eligible

14 for old-age or disability insurance benefits or die in the cal-

15 endar year 1979, the amounts established for purposes of

16 clauses (i) and (ii) of subparagraph (A) shall be $180

17 and $1,085, respectively.

18 "(ii) Fo'r individuals who initially become eligible for

19 old-age or disability insurance benefits or die in any calendar

20 year after 1979, each of the amounts so established shall

21 equal the product of the corresponding amount established

22 with respect to the calendar year 1979 under clause (i) of

3 this subparagraph and the quotient obtained by dividing—

24 "(1) the average of the total wages (as defined in

245 regulations of the Secretary and computed without regard
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1 to the limitations specified in section 209(a)) reported

2 to the Secretary of the Treasury or his delegate for the

3 second calendar gear preceding the calendar year for

4 which the determination is made, by

5 "(II) the average of the total wages (as so defined

6 and computed) reported to the Secretary of the Treasury

7 or his delegate for the calendar year 1977.

8 "(iii) Each amount established under clause (ii) for

9 any calendar year shall be rounded to the nearest $1, except

10 that any amount so established which is a multiple of $0.50

11 but not of $1 shall be rounded to the next higher $1.

12 "(C) (i) No primary insurance amount computed under

13 subparagraph (A) may be less than—

14 "(1) the dollar amount set forth on the first line of

column IV in the table of benefits contained in (or deemed

16 to be contained in) this subsection as in effect in Decem-

17 ber 1978, rounded (if not a multiple of $1) to the next

18 higher multiple of $1, or

19 "(II) an amount equal to $11.50 multiplied by the

20 individual's years of coverage in excess of 10, or the

21 increased amount determined for purposes of this sub-

22 division under subsection (i),

23 whichever is greater. No increase under subsection (i), OC

24 curring before the year in which an individual becomes eli-

25 gible for old-age or disability insurance benefits or dies, shall



134

1 apply to the dollar amount specified in subdivision (I) of

2 this clause with respect to such individual.

3 "(ii) For purposes of clause (i) (II), the term 'years

4 of coverage' with respect to any individual means the number

5 (not exceeding 30) equal to the sum of (I) the number

6 (not exceeding 14 and disregarding any fraction) deter-

7 mined by dividing (a) the total of the wages credited to

8 such individual (including wages deemed to be paid prior

9 to 1951 to such individual under section 217, compensation

10 under the Railroad Retirement Act of 1937 prior to 1951

11 which is creditable to such individual pursuant to this title,

12 and wages deemed to be paid prior to 1951 to such individual

13 under section 231) for years after 1936 and before 1951

14 by (b) $900, plus (II) the number equal to the number of

15 years after 1950 each of which is a computation base year

16 (within the meaning of subsection (b) (2) (B) (ii)) and in

17 each of which he is credited with wages (including wages

18 deemed to be paid to such individual under section 217,

19 compensation under the Railroad Retirement Act of 1937 or

20 1974 which is creditable to such individual pursuant to this

21 title, and wages deemed to he paid to such individual under

22 section 229) and self-employment income of not less than 25

3 percent of the maximum amount which, pursuant to subsec-

24 tion (e), may be counted for such year, or of not less than

25 25 percent of the maximum amount which could be so counted
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1. for such year (in the case of a year 'after 1977) if section 230

2 a's in effect immediately prior to the enactment of the Social

3 Security Financing Amendments of 1977 had remained in

4 effect without change.

5 "(D) In each calendar year after 1978 the Secretary

6 shall publish in the Federal Register, on or before Novem-

7 ber 1, the formula for computing benefits under this para-

8 graph and for adjusting wages and self-employment income

9 under subsection (b) (3) in the case of. an individual who

10 becomes eligible for an old-age insurance benefit, or (if

11. earlier) becomes eligible for a disability insurance , 'benefit

12 or dies, in the following year, and the average of the total

13 wages (as described in subparagraph (B) (ii) (I)) on

14 which that formula is based. With the initial publication re-

15 quireci by thi. subparagraph, the Secretary shall also publish

16 in the Federal Register the average of the total wages (as

17 so described) for each calendar year after 1950.

18 "(2) (A) A year shall not be counted as the year of an

19 individual's death or eligibility for purposes of this sub-

20 section or subsection (b) or (i) in any case where such mdi-

21 vidual was entitled to a disability insurance benefit for any of

22 the 12 months immediately preceding the month of such death

23 or eligibility (but there shall be counted instead the year of the

24 individual's eligibility for the disability insurance benefit

25 or benefits to which he was entitled during such 12 months).
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1 "(B) In the case of an individual who was entitled

2 to a disability insurance benefit for any of the 12 months

3 before the month in which he became entitled to an old-age

4 insurance benefit, became reentitled to a disability insurance

5 benefit, or died, the primary insurance amount for determin-

6 ing any benefit attributable to that entitlement, reentitlement,

7 or death is the greater of—

8 "(i) the primary insurance amount upon which such

9 disability insurance benefit was based, increased by the

10 amount of each general benefit increase (as defined in

11 subsection (i) (3)), and each increase provided under

12 subsection (i) (2), that would have applied to such

13 primary insurance amount had the individual remained

14 entitled to such disability insurance benefit until the

15 month in which he became so entitled or reentitled or

16 died, or

17 "(ii) the amount computed under paragraph (1)

18 (0).

"(0) In the case of an individual who was entitled to

20 a disability insurance benefit for any month, and with respect

21 to whom a primary insurance amount is required to be com-

22 puted at any time after the close of the period of the mdi-

23 vidual's disability (whether because of such individual's

24 subsequent entitlement to old-age insurance benefits or to a

25 disability insurance bene fit based upon a subsequent period
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i of disability, or because of such individual's death), the

2 primary insurance amount so computed may in no case be

3 less than the primary insurance amount with respect to

4 which such former disability insurance benfit was most re-

5 cently determined.

6 "(3) (A) P.aragraph (1) applies only to an individual

7 who ws not eligible for an old-age insurance benefit prior

8 to January 1979 and who in that or any succeeding month—

9 "(i) becomes eligible for such a benefit,

10 "(ii) becomes eligible for a disability insurance

11 benefit, or

12 "(iii) dies,

13 and (except for subparagraph (C) (i) (II) thereof) it ap-

14 plies to every such individual except to the extent otherwise

15 provided by paragraph (4).

16 "(B) For purposes of this title, an individual is deemed

17 to be eligible——

18 "(i) for old-age insurance benefits, for months

19 beginning with the month in which he attains age 62, or

20 "(ii) for disability insurance benefits, for months

21 beginning with the month in which his period of dis-

22 ability began as provided under section 216(i) (2) (C),

23 except as provided in paragraph (2) (A) in cases where

24 fewer than 12 months have elapsed since the teimi nation of a

25 prior period of disability.
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1 "(4) Paragraph 1) (except for subparagraph (C) (i)

2 (II) thereof) does not apply to the computation or recom-

3 putation of a primary insurance amount for—

4 "(A) an individual who was eligible for a disability

5 insurance benefit for a month prior to January 1979

6 unless, prior to the month in which occurs the event

7 described in clause (i), (ii), or (iii) of paragraph (3)

8 (A), there occurs a period of at least 12 consecutive

9 months for which he was not entitled to a disability

10 insurance benefit, or

11 "(B) an individual who had wages or self-em ploy-

12 ment income credited for one or more years prior to

13 1979, and who was not eligible for an old-age or disa-

14
bility insurance benefit, and did not die, prior to January

15
1979, if in the year for which the computation or re-

16 computation would be made th€ individual's primary

17 insurance amount would be greater if computed or

18 recomputed—

19 "(i) under section 215(a) as in effect in

20 December 1978, for purposes of old-age insurance

21 benefits in the case of an individual who becomes

2.2 eligible for such benefits prior to 1989, or

"(ii) as provided by section 215(d), in the

24 case of an individual to whom such section applies.

25 In determining whet hr an individual's primary insurance
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1 amount would be greater if computed or recomputed as pro-

2 vided in subparagraph (B), (I) the table of benefits in

3 effect in December 1978 shall be applied without regard

4 to any increases in that table which may become effective

5 (in accordance with subsection (i) (4)) for years after

6 1978 (sub jec to subsection (i) (2) (A) (iii)) and (II) such

7 individual's average monthly wage shall be computed as pro-

8 vided by subsection (b) (4).

9 "(5) For purposes of computing the primary insurance

10 amount (after December 1978) of an individual to whom

11 paragraph (1) does not apply (other than an individual

12 described in paragraph (4) (B)), this section as in effect

13 in December 1978 shaU remain in effect, except that, effec-

14 tive for January 1979, the dollar amount specified in para-

15 graph (3) of subsection (a) shall be increased to $11.50.

16 The table for determining primary insurance amounts and

maximum family benefits contained in this section in Decem-

18 ber 1978 shall be revised as provided by subsection (i) for

19 each year after 1978.".

20 (b) Section 215(b) of such Act is amended to read as

21 follows:

22 "Average indexed Monthly Earnings; Average Monthly

23 Wage

24 "(b) (1) An individual's average indexed monthly

25 earnings shall be equal to the quotient obtained by dividing—
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1 "(A) the total (after adjustment under paragraph

2 (3)) of his wages paid in and self-employment income

3 credited to his benefit computationS years (determined

4 under paragraph (2)), by

5 "(B) the number of mont/is in those years.

6 "(2) (A) The number of an individual's benefit com-

7 putation years equals the number of elapsed years, reduced

8 by five, except that the number of an individual's benefit

9 computation years may not be less than two.

10 "(B) For purposes of this subsection with respect to

11 any individual—

12 "(i) the term 'benefit computation years' means

13 those computation base years, equal in number to the

14 number determined under subparagraph (A), for which

15 the total of such individual's wages and self-employment

16 income, after adjustment under paragraph (3), is the

17 largest;

18 "(ii) the term 'computation base years' means the

19 calendar years after 1950 and be fore—

20 "(1) in the case of an individual entitled to

old-age insurance benefits, the year in which oc-

curred (whether by reason of section 202 (j) (1) or

23 otherwise) the first month of that entitlement; or

24 "(II) in the case of an individual who has

25 died (without having become entitled to old-age in-
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1 surance benefits), the year succeeding the year of

2 his death;

3 except that such term excludes any calendar year en-

4 tirely included in a period of disability; and

5 "(iii) the term 'number of elapsed years' means

6 (except as otherwise provided by section 104(j) (2)

7 of the Social Security Amendments of 1972) the num-

8 ber of calendar years after 1950 (or, if later, the year

9 in which the individual attained age 21) and before the

10 year in which the individual died, or, if it occurred

11 earlier but after 1960, the year in which he attained age

12 62; except that such term excludes any calendar year any

13 part of which is inclttded in a period of disability.

14 "(3) (A) Except as provided by subparagraph (B),

15 the wages paid in and self-employment income credited to

16 each of an individual's computation base years for purposes

17 of the selection therefrom of benefit computation years under

18 paragraph (2) shall be deemed to be equal to the product

19 of—

20 "(i) the wages and self-employment income paid

21 in or credited to such year (as determined without regard

22 to this subparagraph), and

23 "(ii) the quotient obtained by dividing—

24 "(1) the average of the total wages -(as defined

25 in regulations of the Secretary and computed with-
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1 out regard to the limitations specified in section 209

2 (a)) reported to the Secretary of the Treasury or

3 his delegate for the second calendar year (after

4 1976) preceding the year of the individual's death

5 or initial eligibility for an old-age or disability in-

6 surance benefit, whichever is earliest, by

7 "(II) the average of the total wages (as so

8 defined and computed) reported to the Secretary

9 of the Treasury or his delegate for the computation

10 base year for which the determination is made.

11 "(B) Wages paid in or self-employment income

12 credited to an individual's computation base year which—

13 "(i) occurs after the second calendar year specified

14 in subparagraph (A) (ii) (I), or

15 "(ii) is a year treated under subsection (f) (2) (C)

16 as though it were the last year of the period specified in

17 subsection (b) (2) (B) (ii),

18 shall be available for use in determining an individual's bene-

19 fit computation years, but without applying subparagraph

20 (A) of thi3 paragraph.

21 "(4) For purposes of determining the average monthly

2 wage of an individual whose primary insurance amount is

23 computed (after 1978) under section 215(a) or 215(d)

24 as in effect (except with respect to the table contained
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i therein) in December 1978, by reason of subsection

2 (a) (4) (B), this subsection as in effect in December 1978

3 shall remain in effect, except that paragraph (2) (C) (as

4 then in effect) shall be deemed to provide that 'computation

5 base years' include only calendar years in the period after

6 1950 (or 1936, if applicable) and prior to the year in

7 which occurred the first month for which the individual was

S eligible (as defined in subsection (a) (3) (B) as in effect

9 in January 1979) for an old-age or disability insurance

10 benefit, or died. Any calendar year all of which is included

11 in a period of disability shall not be included as a corn puta-

12 tion base year for such purposes.".

13 (c) Section 215(c) of such Act is amended to read

14 as follows:

15 "Application of Prior Provisions in Certain Cases

16 "(c) This subsection as in effect in December 1978

17 shall remain in effect with respect to an individual to whom

18 subsection (a) (1) does not apply by reason of the mdi-

19 vidual's eligibility for an old-age or disability insurance bene-

20 fit, or the individual's death, prior to 1979.".

21 (d) (1) The matter in the text of section 215(d) of

22 such Act which precedes paragraph (1) (C) is amended to

23 read as follous:

24 "(d) (1) For purposes of column I of the table appear-
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j ing in subsection (a), as that subsection was in effect in

2 December 1977, an individual's primary insurance benefit

3 shall be computed as follows:

4 "(A) The individual's average monthly wage shall

5 be determined as provided in subsection (b), as in effect

6 in December 1977 (bwt without regard to paragraph

7 (4) thereof), except that for purposes of paragraphs

8 •(2) (C) and (3) of that subsection (as so in effect)

9 1936 shall be used instead of 1950.

10 "(B) For purposes of subparagraphs (B) and

11 (C) of subsection (b) (2) (as so in effect), the total

12 wages prior to 1951 (as defined in subparagraph (C)

13 of thi$ paragraph) of an individual who attained age

14 21 after 1936 and prior to 1951 shall be divided by the

15 number of years (hereinafter in this subparagraph re-

16 ferred to as the 'divisor') elapsing after the year in

17 which the individual attained age 21 and prior to the

18 earlier of 1951 or the year of the individual's death.

19 The quotient so obtained shall be deemed to be the mdi-

20 vidual's wages credited to each of the years included in

21 the divisor, except that—

22 "(i) if the quotient exceeds $3,000, only $3,000

23 shall be deemed to be the individual's wages for each

24 of years included in the divisor, and the remainder of

25 the individual's total wages prior to 1951 (1) if less
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i than $3,000, shall be deemed credited to the year in

2 which the individual attained age 21, or (II) if

3 $3,000 or more, shall be deemed credited, in $3,000

4 increments, to the year in which the individual at-

.5 tamed age 21 and to each year consecutively preced-

6 ing that year, with any remainder less than $3,000

7 being credited to the year immediately preceding the

8 earliest year to which a full $3,000 increment was

9 credited; and

10 "(ii) no more than $42,000 may be taken into

11 account, for purposes of this subparagraph, as total

12 wages afte 1936 and prior to 1951.".

13 (2) Section 215(d) (1) (D) of such Act is amended

14 to read as follows:

15
"(D1) The individual's primary insurance benefit

16 shall be 40 percent of the first $50 of his average

17 monthly wage as computed under this subsection, plus

18 10 percent of the next $200 of his average monthly

19 wage, increased by 1 percent for each increment year.

20 The number of increment years is the number, not more

21 than 14 nor less than 4, that is equal to the individual's

22 total wages prior to 1951 divided by $1,650 (disre-

23 garding any fraction).".

24 (3) Section 215(d) (3) of such Act is amended (A)

25 by sfriking out "in the case of an individual" and all that
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i follows and inserting in lieu thereof the following "in the

2 case of an individual who had a period of disability which

3 began prior to 1951, but only if the primary insurance

4 amount resulting therefrom is higher than the primary in-

5 surance amount resulting from the application of this section

6 (as amended by the Social Security Amendments of 1967)

7 and section 220.".

8 (4) Section 215(d) of such Act is further amended by

9 adding at the end thereof the following new paragraph.•

10 "(4) The provisions of this subsection as in effect in

11 December 1977 shall be applicable to individuals who be-

12 come eligible for old-age or disability insurance benefits or

13 die prior to 1978.".

14 (e) Section 215(e) of such Act is amended—

15 (1) by striking out "average monthly wage" each

16 place it appears and inserting in lieu thereof "average

17 indexed monthly earnings or, in the case of an individual

18 whose primary insurance amount is computed under

19 section 215(a) as in effect prior to January 1979,

20 average monthly wage," and

21 (2) by inserting immediately before "of (A)" in

22 paragraph (1) the following: "(before the application,

23 in the case of average indexed monthly earnings, of svh-

24 section (b)(3) (A))".
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1 (f) (1) Section 215(f) (2) of this Act is amended to

2 read as follows:

3 "(2) (A) If an individual has wages or self-employ-

4 ment income for a year after 1978 for any part of which he

5 is entitled to old-age or disability insurance benefits, the

6 Secretary shall, at such time or times and within such period

7 as he may by regulation prescribe, recompute the individual's

8 primary insurance amount for that year.

.9 "(B) For the purpose of applying subparagraph (A)

10 of subsection (a) (1) to the average indexed monthly earn-

11 ings of an individual to whom that subsection applies and

12 who receives a recomputation under this paragraph, there

13 shall be used) in lieu of the amounts established by subsection

14 (a) (1) (B) for purposes of clauses (i) and (ii) of subsec-

15 tion (a) (1) (A), the amounts so established that were (or,

16 in the case of an individual described in subsection (a)

17 (4) (B), would have been) used in the computation of such

18 individual's prima'ry insurance amount prior to the applica-

19 tion of this subsection.

20 "(0) A recomputation of any individual's primary in-

21 surance amount under this paragraph shall be made as pro-

22 vjdèd in subsection (a) (1) as though the year with respect

23 to which it is made is the last year of the period specified in

24 subsection (b) (2) (B) (ii); and subsection (b) (3) (A)

25 •chall apply with respect to any such recomputation as it
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1 applied in the computation of such individual's primary in-

2 surance amount prior to the application of this subsection.

3 "(D) A recomputation under this paragraph with re-

4 spect to any year shall be effective—

5 "(i) in the case of an individual who did not die

6 in that year, for monthly benefits beginning with bene-

7 fits for January of the following year; or

8 "(ii) in the case of an individual who died in

9 that year, for monthly benefits beginning with benefits

10 for the month in which he died.".

11 (2) Section 215(f) (3) of such Act is repealed.

12 (3) Section 215(f) (4) of such Act is ameided to read

13 as follows:

14 "(4) A recomputation shall be effective under this sub-

15 section only if it increases the primary insurance amount

16 byatlea$t$1.".

17 (4) Section 215(f) of such Act is further amended by

18 adding at the end thereof the following new paragraphs:

19 "(7) This subsection as in effect in December 1978

20 shall continue to apply to the recomputation of a primary

21 insurance amount computed under subsection (a) or (d)

22 as iii effect (without regard to the table in subsection (a))

23 in that month, and, where appropriate, under subsection (d)

24 a in effect in Deceimber 1977. For purposes of recomputing

25 a primary insurance amount determined under subsection
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i (a) or (d) (as so in effect) in the case of an individual to

2 whom those subsection's apply by reason of subsection

3 (a) (4) (B) as in effect after December 1978, no remu-

4 neration shall be taken into account for the year in which the

5 individual initially became eligible for an old-age or dis-

6 ability insurance benefit or died, or for any year thereafter.

7 "(8) The Secretary shall recompute the primary in-

8 surance amounts applicable to beneficiaries whose benefits

9 are based on a primary insurance amount which was corn-

10 puted under section 215(a) (3) effective prior to Janu-

11 ary 1979, o would have been so computed if the dollar

12 amount specified therein were $11.50. Such recomputation

13 shall be effective January 1979, and shall include the effect

1.4 of the increase in the dollar amount provided b?, section 215

15 (a) (1) (C) (i) (II). Such primary insurance amount shall

16 be deemed to be provided under such section for purposes of

17 section 215(i).".

18 (g) (1) Section 215(i) (2) (A) (ii) of such Act is

19 amended to read as follows:

20 "(ii) If the Secretary determines that the ba.se quarter

21 in any year is a cost-of-living computation quarter, he shall,

22 effective with the month of June of that year as provided in

23 subparagraph (B), increase—

24 "(I) the benefit amount to which individuals are

25 entitled for that month under section 227 or 228,
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1 "(II) the primary insurance amount of each other

2 individual on which benefit entitlement is based under

this title (including a primary insurance amount deter-

4 mined under subsection (a) (1) (C) (i)), and

5 "(III) the amriunt of total monthly benefits based

6 on any pritmary. insurance amount which is permitted

7 under section 203 (and such total shall be increased,

8 unless otherwise so increased under another provision of

9 this title, at the same time as such primary insurance

10 amount) or, in the oase of a primary insurance amount

11 computed under subsection (a) as in effect (without

12 regard to the table contained therein) prior to January

13 1979, the amount to which the beneficiaries may be

14 entitled under section 203 as in effect in December 1978,

except as provided by section 203 (a) (6) and (7) as

16 in effect after December 1978.

17 The increase shall be derived by multiplying each of the

18 amounts described in subdivisions (I), (II), and (III)

19 (including each of those amunt3 as previously increased

20 under this subparagraph) by the same percentage (rounded

21 to the nearest one-tenth of 1 percent) as the percentage by

22 which the Consumer Price Index for that cost-of-living com-

23 putation quarter exceeds such index for the most recent prior

24 calendar quarter which was a base quarter under paragraph

25 (1) (A) (ii) or, if later, the most recent cost-of-living
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i computation quarter under paragraph (1) (B); and any

2 arrtount so increased that i$ not a multiple of $0.10 shall be

3 increased to the next higher multiple of $0.10. Any increa8e

4 under this subsection in a primary insurance amount deter-

5 mined under subparagraph (C) (i) (II) of subsecthn (a) (1)

6 shall be applied after the initial determination of such pri-

7 mary insurance amount under that subparagraph (with the

8 amount of such increase, in the case of an individual who

9 becomes eligible for old-age or disability insurance benefits or

10 dies in a calendar year after 1979, being determined from the

11 range of possible primary insurance amounts published by the

12 Secretary under the last sentence of subparagraph (D)).".

13 (2) Section 215(i) (2) (A) of such Act is amended by

14 adding at the end thereof the following new clause:

15 "(iii) In the case of an individual who becomes eligible

16 for an old-age or disability insurance benefit, or who die8

17 prior to becoming so eligible, in a year in which there occurs

18 an increase provided under clause (ii), the individual's pri-

iP mary insurance amount (without regard to the time of entitle-

20 ment to that benefit) shall be increased (unless otherwise so

21 increased under another provision of this title) by the amount

22 of that increase, but only with respect to benefits payable for

23 months after May of that year.".

24 (3) Section 215(i) (2) (D) of such Act (as amended

25 by section 103 of this Act) is further amended by striking
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j out all that follows the first sentence and inserting in lieu

2 thereof the following: "He shall also publish in the Federal

3 Register at that' time (i) a revision of the range of the pri-

4 mary insurance amounts which are possible after the appli-

5 cation of this subsection based on the dollar a'mount specified

6 in subparagraph (C) (i) (II) of subsection (a) (1) (with

7 such revised primary insurance amounts constituting the

8 increased amounts determined for purposes of such sub para-

9 graph (C) (i) (II) under this subsection), or specified in

10 section 215(a) (3) as in effect prior to 1979, and (ii) a

11 revision of the range of maximum family benefits which cor-

12 respond to such primary insurance amounts (with such

13 maximum benefits being effective notwithstanding section

14 203(a) except for paragraph (3) (B) thereof (or para-

15 graph (2) thereof a in effect prior to 1979)) .".

16 (4) Section 215(i) of such Act is further amended by

17 adding at the end thereof the following new paragraph:

18 "(4) This subsection as in effect in December 1978 shall

19 continue to apply to subsections (a) and (d), as then in

20 effect, for purposes of computing the primary insurance

21 amount of a'n individual to whom subsection (a), as in effect

22 after December 1978, does not apply (including an individ-

23 ual to whom subsection (a) does not apply in any year by

24 reason of paragraph (4) (B) of that subsection (but the

25 application of this subsection in such cases shall be modified
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1 by the application of clause (I) in the last sentence of para-

2 graph (4) of that subsection)). For purposes of computing

3 primary insurance amounts and maximum family benefits

4 (other tha'n primary insurance amounts and maximum

5 family benefits for individuals to whom such paragraph (4)

6 (B) applies), the Secretary shall publish in the Federal

7 Register revisions of the table of benefits contained in sub-

8 section •(a), as in effect in December 1978, as required by

9 paragraph (2) (D). of this subsection as then in effect.".

10 MAXIMUJII BENEFITS

11 SEC. 202. Section 203(a) of the Social Security Act is

12 amended to read as follows:

13 "Maximum Benefits

14 "(a) (1) In the case ofan individual whose primary

15 insurance amount has been computed or recomputed under

16 section 215(a) (1) or (4), or section 215(d), as in effect

17 after December 1978, the total monthly benefits to which

18 beneficiaries ma'!,! be entitled under section 202 or 223 for a

19 month on the basis of the wages and self-employment in-

20 come of such individual shall, except as provided by para-

21 graph (3) (but prior to any increases resulting from the

22 application of paragraph (2) (A) (ii) (III) of section 215

23 (i)) be reduced as necessary so as not to exceed—

24 "(A) 150 percent of such individual's primary

25 in,surance amount to the extent that it does not exceed
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1 the amount established with respect to this subparagraph

2 by paragraph (2),

3 "(B) 272 percent of such individual's primary

4 insurance amount to the extent that it exceeds the amount

5 established with respect to subparagraph (A) but does

6 not exceed the amount established with respect to this

7 subparagraph by paragraph (2),

8 "(0) 134 'percent of such individual's primary

9 insurance amount to the extent that it exceeds the amount

10 established with respect to subparagraph (B) but does

11 not exceed the amount established with respect to this

12 subparagraph by paragraph (2), and

13 "(D) 175 percent of such individual's primary

14 insurance amount to the extent that it exceeds the amount

15 established with respect to subparagraph (0).

16 Any such amount that is not a multiple of $0.10 shall be

17 increased to the next higher multiple of $0.10.

18 "(2) (A) For individuals who initially become eligible

19 for old-age or disabiliti insurance benefit$ or die in the calen-

20 dar year 1979, the amounts established with respect to sub-

21 paragraphs (A), (B), and (0) of paragraph (1) shall be

22 $230, $332, and $433, respectively.

23 "(B) For individuals who initially become eligible for

24 old-age or disability insurance benefits or die in any' calendar

25 year after 1979, each of the amounts so establi8hed shall
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.1 equal the product of the corresponding amount established

2 for the calendar year 1979 by subparagraph (A) of this

3 paragraph an4 the quotient obtained under subparagraph

4 (B) (ii) of section 215(a) (1), with such product being

5 rounded in the manner prescribed by section 215(a) (1)

6 (B)(iii).

7 "(C) In each calendar year after 1978 the Seo-

8 retary shall publish in the Federal Register, on or before

9 November 1, the formula which (except as provided in sec-

10 tion 215(i) (2) (D)) is to be applicable under this para-

11 graph to individuals who become eligible for old-age or

12 disability insurance benefits, or die, in the following calendar

13 year.

14 "(D) A year shall not be colLnted as the year of an

15 individual's death or eligibility for purposes of this para-

16 graph or paragraph (7) in any case where such individual

17 was entitled to a di.sabiiity insurance benefit for any of the

18 12 months immediately preceding the month of such death

19 or eligibility (but there shall be counted instead the year of

20 the individual's eligibility for the dicability insurance benefits

21 to which he was entitled during such 12 months).

22 "(3) (A) r'vhen an individual who is entitled to bene-

23 fits on the basis of th wages and self-employment income

24 of any insured individual and to whom this subsection

25 applies would (but for the provisions of section 202(k) (2)
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1
(A)) be entitled to child's insurance benefits for a month

2
on the basis of the wages and self-employment income of

one or more other irt.sured individuals, the total monthly

benefits to which all beneficiaries are entiled on the basis

of such wages and self-employment income shall not be

6
reduced under thi$ subsection to less than the smaller of—

7
"(i) the sum of the maximum amounts of bene-

8
fits payable on the basi$ of the wages and self-em ploy-

ment income of all such insured individuals, or

10 "(ii) an amount equal to the product of 1.75 and

the primary insurance amount that would be computed

12 under section 215(a) (1) for that month with respect

13 to average indexed monthly earnings equal to one-

14 twelfth of the contribution and benefit base determined

15 for that year under section 230.

16 "(B) When two or more persons were entitled (with-

17 out the application of section 202(j) (1) and section 223

18 (b)) to monthly benefits under section 202 or 223 for

19 Januarg 1971 or any prior month on the basis of the wages

26 and self-employment income of such insured individual and

21 the provi$ions of this subsection as in effect for any such

22 month were applicable in determining the benefit amount

23 of any persons on the basis of such wages and self-em-

24 ployment income, the total of benefits for any month after
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January 1971 shall not be reduced to less than the largest

2 of

3 "(i) the anwunt determined under this subsection

4 without. regdrd to this subparagraph,

5 "(ii) the largest amount which has been deter-

6 mined for any month under this subsection for persons

7 entitled to monthly benefits on the basis of such insured

8 individual's wages and self-employment income, or

9 "(iii) if any persons are entitled to benefits on the

10 basis of such wages and self -emploment income for

11 the month before the effective month (after September

12 1972) of a general benefit increase under this title (as

13 defined in section 215(i) (3)) or a benefit increase under

14 the provisions of section 215(i), an amount equal to

15 the sum of amounts derived by multiplying the benefit

16 amount determined under this title (excluding any part

17 thereof determined under seOtion 202 (w)) for the month

18 before such effective month (including this subsection,

19 but without the application of section 222(b), sec-

20 tion 202(q), and subsections (b), (c), and (d) of this
21 section), for each such person for such month, by a
22 percentage equal to the percentage of the increase pro-

23
vided under such benefit increase (with any such in-
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1 creased amount which is not a multiple of $0.10 being

2 rounded to the next higher multiple of $0.10);

3 but in any such case (I) subparagraph (A) of this para-

4 graph shall not be applied to such total of benefits after the

5 application of clause (ii) or (iii), and (II) if section 202 (k)

6 (2) (A) was applicable in the case of any such benefits

7 for a month, and ceases to apply for a month after such

8 month, the provisions of clause (ii) 0? (iii) shall be applied,

9 for and after the month in which section 202(k) (2) (A)

10 ceases to apply, as though subparagraph (A) of this para-

11 graph had not been applicable to such total of benefits for

12 the last month for which clause (ii) or (iii) was applicable.

15 "(C) When any of such individuals is entitled to

14 monthly benefits as a divorced spouse under section 202

15 (b) or (c) or as a surviving divorced spouse under section

16 202 (e) or (f) for any month, the benefit to which he or she

17 is entitled on the basis of the wages and self-employment

18 income of such in$ured individual for such month shall be

19 determined without regard to this subsection, and the bene-

20 fits of all other individuals wh:o are entitled for such month

21 to n'wnthly benefits under section 202 on the wages and

22 self-employment income of such insured individual shall be

23 determined as if no such divorced spouse or surviving di-

24 vorced spouse were entitled to benefits for such month.

25 "(4) In any case in which benefits are reduced pursu-
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1 ant to the preceding provisions of this subsection, the reduc-

2 tion shall be made after any deductions under this section

3 and after any deduction8 under section 222(b). Whenever

4 a reduction is made under this subsection in the total of

5 monthly benefits to which individuals are entitled for any

6 month on the basis of the wages and self-employment in-

7 come of an insured individual, each such benefit other than

8 the old-age or disability insurance benefit shall be pro por-

9 tionately decreased.

10 "(5) Notwithstanding any other provision of law,

11 when—

12 "(A) two or more persons are entitled to monthly

13 benefits for a particular month on the basis of the wages

14 and self-employment income of an insured individual

15 and (for such particular month) the provisions of this

16 subsection are applicable to such monthly benefits, and

17 "(B) such individual's primary insurance amount

18 is increased for the following month under any provi8ion

19 of this title,

20 then the total of monthly benefits for all person$ on the basis

21 of such wages and self-employment income for such particular

22 month, as determined under the provisions of this subsection,

23 shall for purposes of determining the total monthly benefits

24 for all persons on the basis of such wages and self-employ-

25 ment income for mont/is subsequent to such particular month
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i be considered to have been increased by the smallest amount

2 that would have been required in order to assure that the

3 total of monthly benefits payable on the basis of such wages

4 and self-employment income for any such subsequent month

5 will not be less (after the application of the other pro-

6 visions of this subsection and section 202(q)) than the total

7 of monthly benefits (after the application of the other pro-

8 visions of this subsection and section 202(q)) payable on

9 the basis of such wages and self-employment income for such

10 particular month.

11 "(6) In the case of any individual who is entitled for

12 any month to benefits based upon the primary insurance

13 amounts of two or imore insured individuals, one or more of

j4 which primary insurance amounts were determined under

is section 215(a) or 215(d) as in effect (without regard to

16 the table contained therein) prior to January 1979 and one

17 or more of which primary insurance amount$ were deter-

18 mined under section 215(a) (1) or (4), or section 215(d),

19 as in effect after December 1978, the total benefits payable

20 to that individual and all other individual,s entitled to benefits

21 for that month based upon those primary insurance amounts

22 shall be redu,ced to an amount equal to the product of 1.75

23 and the primary insurance amount that would be computed

24 under section 215(a) (1) for that month with respect to

25 average indexed monthly earnings equal to one-twelfth of
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1 'the contribution and 'benefits base determ,ined under section

2 230 for the year in which that mionth occurs.

3 "(7) Subject to paragraph (6), this subsection as in

4 effect in December 1978 shall remain in effect with respect

5 to a primary insurance amount computed under section

6 215 '(a) or (d), as in effect (without regard to the table

7 contained therein) in December 1978, except that a primary

8 insurance amount so computed with respect to an individual

9 who first becomes eligible for an old-age or disability insur-

10 ance benefit, or dies, after December 1978, shall instead be

11 governed by this section as in effect after December 1978.".

12 INCREASE IN OLD-AGE BENEFIT AMOUNTS FOR

13 DELAYED RETIREMENT

14 SEC. 203. Section 202(w) (1) of the Social Security

15 Act is amended—

16 (1) by striking out "If the first month" and all

17 that follows down through "to such individual" in the

18 matter preceding subparagraph (A) and inserting in

19 lieu thereof "The amount of an old-age insurance benefit

20 (other than a benefit 'based on a primary insurance

21 amount determined under section 215(a) (3)) which is

22 payable without regard to this subsection to an individ-

23 ual";a'nd

24 (2) by inserting after "suOh amount," in subpara-

25 graph (A) the following: "or, in the case of an individ-
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1 ual who first becomes eligible for an old-age insurance

2 benefit after Decec'mber 1978, one-quarter of 1 percent

3 of such amount,".

4 CONFORMING AMENDMENTS

5 SEC. 204. (a) Section 202(m) (1) of the Social Se-

6 curity Act is amended to read as follows.

"(1) In any case in which an individual is entitled to

8 a monthly benefit under this section on the basis of a pri-

9 mary insurance amount computed under section 215 (a) or

10 (d), as in effect after December 1978, on the 'basis of the

11 wages and self-employment income of a deceased individual

12 for any month and no other person is (without the applica-

13 tion of subsection (j) (1)) entitled to a monthly benefit

14 under this section for that month on the basis of such wa,qes

15 and self-employment income, the individual's benefit amount

16 for that month, prior to reduction under subsection (k) (3),

17 shall n'ot be less than that provided by subparagraph (C)

18 (i) (I) of section 215(a) (1) and increased under section

19 215(i) for months after May of the year in which the insured

20 individual died as though such benefit were a primary insur-

21 ance amount.".

22 (b) Section 202 (w) of such Act (as amended by section

23 203 of this Act) is further amended—

24 (1) by inserting after "section 215(a) (3)" in

25 paragraph (1) (in the matter preceding subparagraph
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1 (A)) the following: "as in effect in December 1978 or

2 section 215 (a) (1) (C) (i) (II) as in effect thereafter",•

3 (2) by inserting "as in effect in December 1978, or

4 section 215(a) (1) (C) (i) (II) as in effect thereafter,"

5 after "paragraph (3) of section 215(a)" in paragraph

6 (5);and

7 (3) by inserting "(whether before, in, or after

8 December 1978)" after "determined under section 215

9 (a)" in paragraph (5).

10 (c) Section 217(b) (1) of such Act is amended by

11 inserting "as in effect in December 1978" after "section 215

12 (c)" each place it appears, and after "section 215(d)".

13 (d) Section 224 (a) of such Act is amended by insert-

14 ing "(determined under section 21.5(b) as in effect prior to

15 January 1979)" after "(A) the average monthly wage"

16 in the matter following paragraph (8).

17 (e) Section 1839(c) (3) (B) of such Act is amended

18 to read as foilows:

19 "(B) the monthly premium rate most recently

20 promulgated by the Secretary under this paragraph,

21. increased by a percentage determined as follows: The

22 Secretary shall ascertain the primary insurance amount

23 computed under section 21ô(a) (1), based upon aver-

24 age indexed monthly earnings of $900, that applied to

25 individuals who became eligible for and entitled to old-
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1 age insurance benefits on May 1 of the year of the

2 promulgation. He shall increase the monthly premium

3 rate by the same percentage by which that primary

4 insurance amount is increased when, by reason of the

5 law in effect at the time the promulgation is made, it

6 is so computed to apply to those individuals on the

7 following May 1.".

8 EFFECTIVE DATE

9 SEC. 205. The amendments made by the provisions of

10 this title other than section 201 (d) shall be effective with

11 respect to monthly benefits and lump-sum death payments

12 under title II of the Social Security Act payable for months

13 after December 1978. The amendments made by section 201

14 (d) shall be effective with respect to monthly benefits of an

15 individual who becomes eligible for an old-age or disability

16 insurance benefit, or dies, after December 1977.

17 TITLE Ill—COVERAGE UNDER THE OLD-AGE,

18 SURVIVORS, AND DISABILITY INSURANCE

19 PROGRAM

20 OF FBDEIJAL EMPLOYEES

21 SEc. 301. () (1) Sooion 21O() of tho Sooil

22 ' AO ia amondod by afrilüng ou pargraph. (5)

23

24 (2) (A) Sooion 210(l) (1J of 8uok Act iB amcndod to

25
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STUDY CONCERNING MANDATORY COVERAGE OF

FEDERAL EMPLOYEES

Sec. 301. (a) As soon as possible after the date of the

enactment of this Act, the Chairman of the Civil Service

Commission, the Secretaries of the Treasury and Health,

Education, and Welfare, and the Director of the Office of

Management and Budget, shall jointly undertake and carry

out a detailed study with respect to coverage of Federal

employees within the old-age, survivors, and disability in-

surance system.

(b) The study to be undertaken under subsection (a)

shall indude—

(1) a review of the methods by which full cover-

age of Federal employees within the old-age, survivors,

and dLsability insurance system could be attained;

(2) an analysis of the adjustments to such system

(as well as to the civil service retirement and disability

system and other Federal employee retirement systems

involved, including the foreign service, judiciary, Cen.

tral Intelligence Agency, and District of Columbia re.

tireinent systems) which are necessary under each such

method to provide such coverage, particularly—
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1 (A) adjustments in age, service, and other

2 eligibility requirements; and

3 (B) adjustments in the nature and level of

4 disability, death, and survivor benefits (taking into

5 account any related factors, such as the taxability of

6 such benefits);

7 (3) a comparison of the financial aspects of each

8 such method, particularly—

9 (A) the adjustments required by each such

10 method in the contributions by Federal employees,

11 the Government (whether by specific contribution

12 or by appropriation), and others involved;

13 (B) the adjustments required by each such

14 method in the manner in whkh benefits are fi-

15 nanced under the retirement systems involved; and

16 (C) the effects of each such method on the

17 solvency of the retirement systems involved;

18 (4) the effects of each such method of coverage

19 one—

20 (A) recruitment and retentkn of Federal

21 employees;

22 (B) other employee benefits (such as health

23 benefits coverage provided for civil servke annui-

24 tants); and
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1 (C) Federal, State, and local income tax

2 systems;

3 (5) a review of the methods by which partial coy-

4 erage of Federal employees within the old-age, sur-

5 vivors, and disability insurance system could be attained,

6 together with consideration of the factors described in

7 paragraphs (2), (3), and (4) as they would relate to

8 such partial coverage; and

9 (6) alternatives to providing coverage of Federal

10 employees within the old-age, survivors, and disability

11 insurance system which would improve the solvency

12 of the old-age, survivors, and disability insurance system.

13 In connection with such study, interested parties, including

14 Federal employee organizations, associations of retired Fed-

15. eral employees, and heads of agencies administering Fed-

16 eral employee retirement systems, shall be allowed to submit

17 views, arguments, and data.

18 (c) Upon the completion of the study under subsection

19 (a) and in any event no later than two years after the date

20 of the enactment of this Act, the Chairman of the Civil

21 Service Commission, the Secretaries of the Treasury and

22 Health, Education, and Welfare, and the Director of the

23 Office of Management and Budget shall submit to the Presi-

24 dent and to the appropriate committees of each House of the

25 Congress a joint report on the results of such study together

26 with their recommendations. Any such recommendation
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1 which includes adjustments of existing statutes shall be

2 accompanied with draft legislation accomplishing such

3 adjustments.

4 (d) With respect to Federal employees under the Fed-

5 eral employee reürement systems, the study and the report

6 under this section shall include at least one method of

7 coverage of such employees within the old-age, survivors,

8 and disability insurance system which provides—

9 (1) that the benefits available to such Federal

10 employees would not be less favorable than the benefits

ii which are then currently available to such employees

12 under the Federa employee retirement systems; and

13 (2) that the contributions required of such. Fed-

14 eral employees would not be greater than the contribu-

15 tions which are then currently required of such

16 employees under the Federal employee retirement

17 systemL

18 () For purposes of this section, the term "Federal

19 employee" means—

20 (1) an employee, as defined in section 2105 of title

21 5, United States Code;

22 (2) an officer or employee of the United States

23 Postal Service or of the Postal Rate Commission; and

24 (3) any other individual in the employ of the

25 United States or any instrumentality of the United

26 States.



1 COVERAGE OF STATE AND LOCAL EMPLOYEES

2 SEC. 302. (a) Section 2l8(g) of the Social Security Act

3 is amended—

4 (1) by striking out "Upon" in paragraph (1) and

5 "If" in paragraph (2), and by inserting in lieu thereof

6 "Subject to paragraph (4), upon" and "Subject to para-

7 graph (4), if", respectively, and

8 (2) by adding at the end thereof the following new

9 paragraph:

10 "(4) No agreement under this sectiin may be terminated

11 under paragraph (1) or paragraph (2). (either in its entirety

12 or with respect to any coverage group) unless the applicable

13 notice referred to in such paragraph is given on or before

14 September 13, 1977.".

15 (b) Effective with respect to service performed after

16 December 1981—

17 (1) section 218 of •the Social Security Act is

18 repealed;

19 (2) section 210(a) of such Act is amended by

20 striking out paragraph (7); and

21 (3) section 3121 (l) of the Internal Revenue Code

22 of 1954 is amended by striking out paragraph (7).

23 (c) (lflA) Chapter 21 of the Internal Revenue Code

24 of 1954 (the Federal Insurance Contributions Act), as

25 amended by section 104(b) (2) of this Act, is further
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1 amended by redesignating sections 3126 and 3127 as sections

2 3127 and 3128, respectively, and by inserting after section

3 3125 the following new section:

4 "SEC. 3126. RETURNS IN THE CASE OF STATE AND LOCAL

5 GOVERNMENTAL EMPLOYEES.

6 "In the case of the taxes imposed by this chapter with

7 respect to services performed in the employ of a State or

8 any political subdivision thereof, or in the employ of any

9 instrumentality of a• State or political subdivision thereof

10 which is wholly owned thereby, the return and payment of

11 the taxes may be made by the Governor of such State or

12 such agents as he may designate. The person making such

13 return may, for convenience of administration, make pay-

14 ment8 of th tax imposed by section 3111 with respect to

15 such service without regard to the contribution and benefit

16 base limitation in section 3121 (a) (1).".

17 (B) The table of sections for subchapter C of chapter

18 21 of such Code (as so amended) is fuither amended by

19 striking out the last two items and inserting im lieu thereof

20 the following:

"See. 316. Return8 in the ca.se of State and locaZ governS-

mental empioyee8.
"Sec. 317. Return8 in the case of gcvernmental employee8.

in Guam, Americam Samoa, and the Di8trict
of Columbia.

"Sec. 318. Short title.".
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1 (2) (A) Section 6205(a) of such Code (relating to

2 adjustment of tax) is amended—

3 (i) by striking out "3125" in paragraphs (3) and

(4) and inserting in lieu thereof "3127";

5 (ii) by redesignating paragraphs (3) and (4) as

6 paragraphs (4) and (5), respectively; and

7 (iii) by inserting after paragraph (2) the follow-

8 ing new paragraph:

9 "(3) ST4TE AS EMPLOYER.—For purposes of this

10 subsection, in the case of remuneration received during

11 any calendar year from a State or political subdivision

12 thereof or any instrumentality which is wholly owned

13 thereby, the Governor of the State and each agent des-

14 ignated by him who makes a return pursuant to sec-

15 tion 3126 shall be deemed a separate employer.".

16 (B) Section 6413(a) of such Code (relating to ad-

17 juitment of tax) is amended—

18 (i) by striking out "3125" in paragraphs (3) and

19 (4) and inserting in lieu thereof "3127";

20 (ii) by redesignating paragraphs (3) and (4) as

21 paragraphs (4) and (5), respectively; and

22 (iii) by inserting after paragraph (2) the follow-

23 ing new p&ragraph:

24 "(3) STATE AS EMPLOYER.—For purposes of this

25 subsection, in the case of remuneration received during
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any calendar year from a State or political subdivision

2
thereof or any instrumentality which i$ wholly owned

3
thereby, the Governor of the State and each agent des-

4
ignated by hm who makes a return pursuant to see-

tion 3126 shall be deemed a separate employer.".

6
(C) Section 6413(c) (2) of such Code (relating to

7
applicability in case of certain governmental employees) is

8 amended—

9 (i) by striking out subparagraph (B) and inserting

10 n lieu thereof the following new subparagraph:

11 "(B) STATE EMpLOYEES.—For purposes of

12 this subsection, in the case of remuneration received

13 during any calendar year from a State or political

subdivision thereof or any instrumentality which is

15 wholly owned thereby, the Governor of the State

16 and each agent designated by him who makes a

17 return pursuant to section 8126 shall be deemed a

18 separate employer."; and

19 (ii) by striking out "3125(a)", "3125(b)", and

20 "3125(c)" in subparagraph8 (D), (E), and (F') and

21 inserting in lieu thereof "3127(a)", "3127(b)", and

22 "3127(c)", respectively.

23 (3) Section 230(c) of the Social Security Act is

24 amended by striking out "3125," and inserting in lieu there-

25 of "3126, 3127,".
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1
(d) (1) Section 205(c) (5) (F) (iii) of such Act i.s

2 amended by striking out "are nade" and inserting in lieu

thereof "were made".

(2) Section 209(i) of such Act i3 amended by striking

out "(a8 defined in section 218(b) (2))".

6 (3) Section 210(a) (10) (B) (ii) of such Act i3 amend-

ed by striking out ", unless" and all that follows and insert-

8 ing in lieu thereof a semicolon.

9 (4) Section 210(k) of such Act is repealed.

10 (5) Sectixn 211 (c) (1) of such Act is amended by

ii striking out "and in which" and all that follows and insert-

12 ing in lieu thereof a semicolon.

13 (6) Section 211 (c) (2) (E) of such Act i3 amended

14 by striking out "with re.pect to fees" and all that follows

15 and inserting in lieu thereof ", and".

16 (e) (1) Clause (A) in the second sentence of section

17 1402(b) of the Internal Revenue Code of 1954 is amended

18 by striking out "under an agreement" where it first appears

19 and all that follows down through "employees), or", and

20 by striking out the comma before "as would be wages".

21 (2) Section 1402(c) (1) of such Code is amended by

22 striking out "and in which" and all that follows and insert-

23 ing in lieu thereof a semicolon.

24 (3) Section 1402(c) (2) (E) of such Co& is amended
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1 by striking out "with respect to fees" and alt that follows

2 and inserting in lieu thereof ", and".

(4) Section 3121 (b) (10) (B) (ii) of such Code is

amended by striking o'wt ", unless" and all that follows and

inserting in lieu thereof a semicolon.

6 (5) Section 3121 (j) of such Code is repealed.

(6) Section. 6511 (d) (5) of such Code is repealed.

8 (f) The amendments and repeals imade by subsections

9 (b), (c), (d), and (e) (1) through (5) of this section

io shall be effective with respect. to service performed after

11 December 1981. Subsection' (e) (6) shall be effective with

12 respect to claims accruing after Decem,ber 1981.

13 COVERAGE OF EMPLOYEES OF NONPROFIT

14 ORGANIZATIONS

15 SEC. 303. (a) (1) Section 3121 (k) (1) of the internal

16 Revenue Code of 1954 (relating to waiver of exemption by

17 organization.) is amended—

18 (A) by striking out "The period" in .the first sen-

19 tence of subparagraph (D) and inserting in lieu thereof

20 "Subject to subparagraph (G), the period"; and

21 (B) by adding at the end thereof the following new

22 subparagraph:

23 "(G) No period for which a certificate is effec-

24 tive may be terminated under subparagraph (D) or
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1 paragraph (2) unless the applicable advance notice

2 referred to in such subparagraph or paragraph is

3 given on or before September 13, 1977.".

4 (2) Section 3121 (k) (2) of such Code (relating to

5 termination of waiver period by Secretary) is amended by

6 strildng out "If" and inserting in lieu thereof "Subject to

7 paragraph (1) (G), if".

8 (b) Effective with respect to service performed after

9 December 1981—

10 (1) section 210(a) (8) of the Social Security Act

11 is amended—

12 (A) by striking out "(A)" immediately a'ter

13 "(8)",
14 (B) by striking out "this subparagraph" where

15 it first appears and inserting in lieu thereof "this
16 paragraph", and

17 (0) by striking out subparagraph (B),

18 (2) section 3121 (b) (8) of the Internal Revenue
19 code of 1954 i8 amended—

20 •(A) by striking out "(A)" immediately after

21 "(8)",
22 (B) by striking out "this subparagraph" where

23 it first appears and inserting in lieu thereof "this
24 paragraph", and

25 (0) by striking out subparagraph (B),• and
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(3) sect ion 3121 (k) of such Code (relating to ex-

emptiin of religious, charitable, and certain other organi-

zations) is repealed.

CREDITiNG OF CERTAIN FEDERAL, 8ATR STATE AND LOCAL

SERVICE, AND CERTAIN SERVICE FOR NONPROFIT OR-

GANIZATIONS, PERFORMED PRIOR TO THE EFFECTIVE

DATE OF COVERAGE

SEC. 30.4. Section 213 of the Social, Security Act is

amended by adding at the end thereof the following new

subsection:

"Crediting of Certain Fcdcral, State, State and Local Serv-

ice, and Certain Service for Nonprofit Organizations,

Performed Prior to Effective Date of Coverage

"(d) In the case of any individual who—

"(1) (A) porfonna aervice in the ornley of ho

Jnitod Sao8 or arty inkumvnaliy koroof (a thrk
guarera of cvwae hcrefrom) on 'or

-tho offcot ivo dao of th.s repeal of setian 210(a) (5) nd

(6) by eeioz 801 4 the Soei& Seeuriy Financing

Amcndrrwnt0 of 1977, and

1B) aLso porformod wrvioo in tho omylcy of th

Unitod Aaea r arty in rumenaiy therecf prior e

such dato, or

"2) (A) (1) (A) performs service in the employ

of a StGte or political subdivision or any in8trumentality

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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1 of any one o nio'e of the f egoii/ whjch ' wholly

2 ow ited thereby (aiul devwe. at 1eat quarter gf Corer—

3 age therefrom) oit or after th effective (late of the eJ.)eql

4 of sectioi 210(a) (7) by ectio,, 302 of the Social SeCU-

5 rity Financiiq Arneitthnents of 1977, aitl

6 "(B) also performed service in the employ of a

7 State or political subdivision or any such instrumentality

8 prior to such date, or

9 "13) (-A) (2) (4) performs service in the employ of

JO a religiou8, charitable, educational, or other organization

11 described in section 501 (c) (3) of the Internal Revenue

12 Code of 1954 which is exempt from income tax under

13 section 501 (a) of such Code (and derives at least six

14 quarters of coverage there from..) on or after the effective

15 date of the repeal of section 210 (a) (8) (B) by section

16 303 of the Social Security Financing Amendments of

17 1977, and

18 "(B) also performed service in the employ if such

19 an organization prior to such date,

20 each calendar quarter in which such individual performed

service de3cribed in subparagraph (B) of paragraph fl)-5

22 ø' paragraph (1) or (2) (whichever is applicable)

23 shall, if it is not otherwi3e a quarter of coverage, be treated

24 (under reulation.s prescribed by the Secretary) as a quarter

25 of coverage for all the purposes of thi8 title.".
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1
EXCLUSION FROM COVERAGE OF CERTAIN LIMITED

2 PARTNERSHIP INCOME

3 SEC. 305. (a) Section 211 (a) of the Social Security

Act is amendd—

5 (1) by striking out "and" at the end of paragraph

6 (9);

7 (2) by striking out the period at the end of para-

8 graph (10) and inserting in lieu thereof "; and"; and

9 (3) by inserting after paragraph (10) the following

10 new paragraph:

11 "(11) There shall be excluded the distributive

12 share of any item of income or loss of a limited partner,

13 as such, other than guaranteed payments described in

14 section 707(c) of the Internal Revenue Code of 1954

IfS to that par.tner for services actually rendered to or

16 on behalf of the partnership to the extent that those

17 payments are established to be in the nature of remunera-

18 tion for those services.".

19 (b) Secthn 1402(a) of the Internal Revenue Code of

20 1954 (relatinj to definition of net earnings from self-em-

21 ployment) is amended—

22. (1) by striking out "and" at the end of paragraph

23 (10);

24 (2) by striking out the period at the end of para-

25 graph (11) and in.serting in lieu thereof"; and"; and
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1 (3) by inserting after paragraph (11) the follow-

2 ing new paragraph.•

3 "(12) there shall be excluded the distributive share

4 of any item of income or loss of a limited partner, as

5 such, other than guaranteed payments described in

6 section 707(c) to that partner for services actually

7 rendered to or on behalf of the partnership to the extent

8 that those payments are established to be in the na-

9 ture of remuneration for those services.".

10 (c) The amendments made by this section shall apply

11 with respect to taxable years beginning after December 31,

12 1977.

1.3 TAX ON E3IPLOYERS OF INDIFIDUALS WHO RECEIVE

14 INCOME FROM TIPS

15 SEC. 306. (a) Section 3121 of the Internal Revenue

16 Code of 1954 (definitions under Federal Insurance Con-

17 tributions Act) is amended by adding at the end thereof the

18 following new subsection:

19 "(s) SPECIAL RULE FOR DETERMJNIN' WJGES SuB-

20 JECT TO E31PLOYER TAX IN CASE OF CERTAIN EM-

21 PLO YERS WHOSE EMPLOYEES RECEIVE INCOME FROM

22 Tips.—If the wages paid by an employer with respect to

23 the employment during any month of an individual who

24 (for services per formed in connection with such em ploy-

25 ment) receives tips which constitute wages, and to which
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1 section 3102(a) applies, are less than the total anount

2 which would be payable (with respect to such employment)

at the minimum wage rate applicable to such individual under

4 section 6(a) (1) of the Fair Labor Standards Act of 1938

5 (determined without regard to section 3(m) of such Act),

6 the wages so paid shall be deemed for purposes of section

3111 to be equal to such total amount.".

8 (b) Section 3111 of such Code is amended by inserting

9 "and (s)" after "3121 (a)" in subsections (a) and (b).

10 (c) The amendments made by this section shall apply

ii with respect to wages paid with respect to employment per-

12 formed in months after December 1977.

13 REVOCATION OF EXEMPTION FROM COVERAGE BY

14 CLERGYMEN

15 SEC. 307. (a) Notwithstanding section 1402 (e) (3) of

16 the Internal Revenue Code of 1954, any exemption which ha.s

17 been received under section 1402(e) (1) of such Code by a

18 duly ordained, commisi on ed, or licensed minister of a church

19 or a Christian Science practitioner, and which is effective for

20 the taxable year in which this Act is enacted, may be revoked

21 by filing an application there for (in such form and manner,

22 and -with such official, as may be prescrthed in regulation.

23 made under chapter 2 of such Code), if such application is

24 filed—

25 (1) before the applicant becomes entitled to benefits
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1
under section 202 (a) or 223 of the Social Security Act

2
(without regard to section 202(j) (1) or 223(b) of such

3
Act),and

4
(2) no later than the due date of the Federal inoome

tax return (including any extension thereof) for the ap-

6
plicant's first taxable year beginning after the date of the

7 enactment of this Act.

8 Any such revocation shall be effective (for purposes of chap-

9 ter 2 of the Internal Revenue Code of 1954 and title II of

10 the Social Security Act), as specified in the application, either

with respect to the applicant's first taxable year ending on or

12 after the date of the enactment of thi$ Act or with respect to the

13 applicant's first taxable year beginning after such date, and

14 for all succeeding taxable years; and the applicant for any

15 such revocation may not thereafter again file application for

16 an exemption under such section 1402(e) (1). If the appli-

17 cation is filed on or after the due date of the applicant's first

18 taxable year ending on or after the date of the enactment of

19 this Act and is effective with respect to that taxable year, it

20 shall include or be accompanied by paym.ent in full of an

21 amount equal to the total of the taxes that would have been

22 imposed by section 1401 of the Internal Revenue Code of

23 1954 with respect to all of the applicant's income derived in

24 that taxable year which would have constituted net earnings

25 from self-employment for purposes of chapter 2 of such Code
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1 (notwithstandizg section 1402(c) (4) or (c) (5) of such

2 Code) except for the exemption under section 1402 (e) (1) of

such Code.

(b) Subsection (a) shall apply with respect to service

performed (to the extent specified 'in such subsection) in tax-

6 able years ending on or after the date of the enactment of

this Act, and with respect to monthly insurance benefits pay-

s able under title II of the Social Security Act on the basis

9 of the wages and self-employment income of any individval

10 for months in or after the calendar year in which such

11 individual's application for revocation (a described in such

12 subsection) is filed (and him p-sum death payments payable

13 under svch tite on the basis of such wages and self-employ-

14 ment income in the case of deaths occurring in or after such

is calendar year).

16 INTERNATIONAL AGREEMENTS WITH RESPECT TO SOCIAL

17 SECURITY BENEFITS

18 SEC. 308. (a) Title II of the Social Security Act is

19 amended by adding at the end thereof the following new

20 section:

21 "INTERNATIONAL AGREEMENTS

22 "Purpose of Agreement

23 "SEC. 233. (a) The President is authorized to enter into

24 agreements establishing totalization arrangements between the

social security system established by this title and the social
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i security system of any . iqn country, for the purposes of

2 establishing entitlement to and i amount of old-age, sur-

3 vivors, disability, or derivative benefits based on a combina-

. tion of an individual's periods of coverage under the social

5 security system established by this title and the social security

6 system of such foreign country.

7 "Definitions

8 "(b) For the purposes of this section—

9 "(1) he term 'social security system' means, with

10 respect to a foreign country, a social insurance or pen-

11 sion system which is of general application in the country

12 and under which periodic benefits, or the actuarial equiv-

13 alent thereof, are paid on account of old age, death, or

14 disability; and

15 "(2) the term 'period of coverage' means a period

16 of payment of contributions or a period of earnings

17 based on wages for employment or on self-em jiloymeni

18 income, or any similar period recognized as equivalent

19 thereto under this title or vnder the social secvrity system

20 of a country which is a party to an agreement entered

21 into under this section.

22 "Crediting Periods of Coverage; Conditions of Payment

23 of Benefits

24 "(c) (1) Any aqreement establishing a totalization

25 arrangement pursuant to this section shall provide—
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1
"(A) that in the case of an individual thho has at

2 least 6 quarters of coverage as defined in section 213 of

this Act and periGds of coverage under the social security

system of a foreign country which is a party to such

5 agreement, periods of coverage of such individual under

6 such social security system of such foreign country may

be combined with periods of coverage under this title and

8 otherwise considered for the purposes of establishing

9 entitlement to and the amount of old-age, survivors, and

10 disability insurance benefits under this title,

11 "(B) (i) that employment or self-employment, or any

12 service which is recognized as equivalent to employment

13 or self-employment under this title or the social security

14 system of a foreign country which is a party to such

1.5 agreement, shall, on or after the effective date of such

16 agreement, result in a period of coverage under the system

17 established under this title or under the system established

18 under the laws of such foreign country, but not under

19 both, and (ii) the methods and conditions for determining

20 under which system employment, self-employment, or

21 other service shall result in a period of coverage; and

22 "(C) that where an individual's periods of coverage

23 are com&ined, the benefit amount payable under this title

24 shall be based on the proportion of such individual's

25 periods of coverage which was completed under this title.
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"(2) Any such agreement may provide that—

2
"(A) an individual who is entitled to cash benefits

under this title shall, notwithstanding the provisions of

section 202(t), receive such benefits while he resides in a

5
foreign country which is a party to such agreement; and

6
"(B) the benefit paid by the United States to an

7
individual who legally resides in the United States shall

8 be increased to an amount which, when added to the

benefit paid by such foreign country, will be equal to the

10 benefit amount which would be payable to an entitled

11
individual based on the first figure in (or deemed to

12 be in) column IV of the table in section 215(a) in the

13 case of an individual becoming eligible for such benefit

14 before January 1, 1979, or based on a primary insur-

15 ance amount determined under section 215(a) (1) (C)

16 (i) (I) in the case of an individual becoming eligible

17 for such benefit on or after that date.

18 "(3) Section 226 shall not apply in the case of any

19 individual to whom it would not be applicable but for this

20 section or any agreement or regulation under this section.

21 "(4) Any such agreement may contain such other provi-

22 sions, not inconsistent with this section, as the President

23 deems appropriate.

24 "Regulations

25 "(d) The Secretary of Health, Education, and Welfare
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1 shall make rules and regulations and establish piocedures

2
which are reasonable and necessary to implement and admin-

ister any agreement which has been entered into in accordance

with this section.

5
"Reports to Congress; Effective Date of Agreements

6
"(e) (1) Any agreement to establish a totalization

7 arrangement entered into pursvant to this section shall be

8 transmitted by the President to the Comgre8s.

"(2) Such an. agreement shall become effective on any

10 date, provided in the agreement, which occurs after the

expiration of 90 days on each. of which at least one House of

12 Congress is in session following the date on which the agree-

13 ment is transmitted in accordance with paragraph (1).".

14 (b) (1) Section 1401 of the Internal Revenue Code of

j 1954 is amended by adding at the end thereof the following

16 new subsection:

17 "(c) RELiEF FROM TAXES iN CASES COVERED BY

18 CERTAIN INTERNATIONAL AGREEMENTS.—During any

19 period in which there is in effect an agreement entered into

20 pursuant to section 233 of the Social Security Act with any

21 foreign country, the self-employment income of an individ-

22 ual shall be exempt from the taxes im posed by this section to

23 the extent that such self-employment income is subject under

24 such agreement to taxes Or contributions for similar ptrposes

25 under the social security system of such foreign country.".
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(2) Sections 3101 and 3111 of such Code are each

2 amended by adding at the end thereof the following new sub-

section:

"(c) RELIEF FROM TAXES IN CASES COVERED BY

5 CERTAIN INTERNATIONAL AGREEMENTS.—During any

6 period in which there is in effect an agreement entered into

7 pursuant to section 233 of the Social Security Act with any

8 foreiqn country, wages received by or paid to an individual

9 shall be exempt from the taxes imposed by this section to the

10 extent that such wages are subject under such agreement to

11 taxes or contributions for similar purposes under the .ne1

12 security system of such foreign country.".

13 (3) Section .6051 (a) of such Code is amended by add-

14 ing at the end thereof the following new sentence: "The

:15 amounts required to be shown by paragraph (5) shall not

16 include wages which are exempted pursuant to sections 3101

17 (c) and 3111 (c) from the taxes imposed by sections 3101

18 and 3111.".

19 (4) Notwithstanding any other provision of law, taxes

20 paid by any individual to any foreign country with respect

21 to any period of employment or self-employment which is

22 covered under the social security system of such foreign coun-

23 try in accordance with the terms of an agreement entered

24 into pursuant to section 233 of the Social Security Act shall

25 not, under the income tax laws of the United States, be
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deductible by, or creditable against 'the income tax of, any

2 such individual.

3 VALIDATION OF PAST SOCIAL SECURITY COVERAGE FOR

4 CERTAIN ILLINOIS POLICEMEN AND FIREYEN

5 SEC. 309. (a) Notwithstanding the provisions of sub-.

6 section (d) (5) (A) of section 218 of the Social Security Act

and the references thereto in subsections (d) (1) and (d) (3)

8 of such section 218 (but subject to subsection (b) of this

9 section), the agreement with the State of Illinois heretofore

10 entered into pursuant to such section 218 shall be deemed

11 to apply to all services which were performed prior to, Decem-

12 ber 31, 1977, by any individual employed by such State or

13 any political subdivision thereof im a policeman's or fire-

14 man's position covered by the Illinois Municipal Retirement

15 Fund, and with respect to which such State has paid to the

16 Secretary of the Treasury the sums prescribed pursuant

17 to subsection (e) (1) (Al of such section 218 at the time

18 or times established pursuant to such subsection (but only

19 if there has been no refund of the sums so paid or, if a

20 refund of part or all of such sums has been obtained, the

21 State of Illinois repays to the Secretar of the Treasury the

22 amount of such refund within ninety days after the date of

23 the enactment of this Act).

24 (b) Subsection (a) shall not apply with respect to

25 services performed by in&viduals employed by any political
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1 subdivision which indicates, in such manner and within such

2 period as the Secretary shall prescribe, that it does not wish

3 such subsection to apply with respect to those services.

4 COVERAGE FOR POLICEMEN AND FIREMEN IN

5 MISSISSIPPI

6 SEC. 310. Section .218(p) (1) of the Social Security

7 Act is amended by inserting "Mississippi," after "Mary-

8 land,".

9 COVERAGE UNDER DIVIDED RETIREMENT SYSTEM FOR

10 STATE AND LOCAL EMPLOYEES IN NEW JERSEY

11 SEC. 311. Section 218(d) (6) (C) of the Social Security'

12 Act is amended by inserting "New Jersey," after "Nevada,".

13 COVERAGE OF SERVICE UNI)ER WISCONSIN RETIREMEW"

14 SYSTEM

15 SEC. 312. Section 218(m) (1) of the Social Security

16 Act is amended by inserting after "Wisconsin retirement

17 fund" the following: "or any successor system".

18 CONFORMING AMENDMENTS

19 SEC. 313. (a) (1) Section 210(a) of the Social Security

20 Act (as amencted by the preceding provisions of tMs title

21 fLI1d by seettoil (]Q1 further amended by 4et*

22 Pt/tP f+ ppk -f tht4
23 (1-9- redesignating paragraphs (7) through (20) as para-

24 graphs (5) through (18), respectively.

25 (2) (A) Section 205(o) of such AOt is amended by
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1 striking out "section 210 (a) (9)" and insertinj in lieu

2 thereof "section 210(a) (6J 210(a) (7)".

3 (B) Section 210(b) of such Act is amended by striking

4 out "paragraph (9) of subsection (a)" and inserting in lieu

5 thereof "paragraph 9- paragraph (7) of subsection (a)".

6 (C) Section 211 (c) (2) of such Act is amended—

7 (i) by striking out "section 210(a) (14) (B)" in

8 subparagraph (A) and inserting in lieu thereof "section

210(aI-(41)(BJ 210(a) (12) (B)";

10 (ii) by striking out "8ection 210(a) (16)" in sub-

11 paragraph (B) and inserting in lieu thereof "section

12 210(aJ(18-). 210(a) (14)",'

13 (iii) by striking out "section 210(a) (11), (12),

14 or (15)" in subparagraph (C) and inserting in lieu

15 thereof "section 210(a)- (8), (9), e -(429. 210(a) (9),

16 (10), or (13)"; and

17 (iv) by striking out "section 210(a) (20)" in sub-

18 paragraph (F) and inserting in lieu thereof "section

19 dJo(f1;-). 210(a) (18)".
20 (ba) ('1) Section 3121 (b) of the Internal Revenue

21 t'Jode of 1954 (relating to definition of employment), as

22 amended by the preceding provision3 of this title and by

23 section 612, i fttrther amended ly redc9ignalinfl paPagraplla

24 throwyA - pgrpJ -(6) 4Aio*1* -f1
25 redesignatirzg paragraphs (7) through (20) as paragraphs

26 (5) through (18), respectively.
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1 (2) (A) Section 1402(c) (2) of such Code (relating

2 to definition of trade or business) is amended—

(i) by striking out "section 3121 (b) (14) (B)"

4 in subparagraph (A) and inserting in lieu thereof "sec-

5 tion 3121(-l) (11) (B) 3121(b) (12) (B)",

6 (ii) by striking out "section 3121 (b) (16)" in

subparagraph (B) and inserting in lieu thereof "section

8 3121 (b) (13) 3121(b) (14)",

(iii) by striking out "section 3121(b) (11), (12),

10 or (15)" in subparagraph (C) and inserting in lieu

11 thereof "section 3121 (b) -(8), -f9.)- -(429- 3121 (b)

12 (9), (10), or (13)", and

13 (iv) by striking out "section 3121 (b) (20)" in

14 subparagraph (F) and inserting in lieu thereof "section

15 3121 (b) (17) 3121(b) (18)".

16 (B) Section 3121 (c) of such Code (relating to in-

17 cluded and excluded service) is amended by striking out "by

18 subsection (b) (9)" and inserting in lieu thereof "by sub-

19 section -fb)(6) (b)(7)".
20 (C) Section 3121 (r) (3) of such Code (relating to

21 election of coverage by religious orders) is amended by

22 striking out "subsection (b) (8) (A)" and "section 210(a)

23 (8) (A)" and inserting in lieu thereof "subsection -f9-

24 -(5-)" n4 "aection 210(a) (6) (b) (6)" and "section 210(a)

25 (6)", respectively.

26 (D) Section 3124 of such Code (relating to estimate
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of revenue reduction) i8 amended by striking out "sect iI)n

2
3121 (b) (9)" and inflerting in lieu thereof "section 8421 (b-,).

3
{-fft 3121(b) (7)".

(c) Section 18(2) of the Railroad Retirement Act of

1974 i8 amended by striking out "section 210(a) (9) of the

6 Social Security Act" and inserting in lieu thereof "section

210(a) (6) 210(a) (7) of the Social Security Act".

8 (d) The amendment8 made by this section shall apply

with respect to service performed after December 1981.

10 TITLE IV—•ELIMINATION OF GENDER-BASED

11 DISTINCTIONS UNDER THE OLD-AGE, SUR-

12 VIVORS, AND DISABILITY INSURANCE

13 PROGRAM

14 PART A—EQUALIZATION OF TREATMENT OF MEN AND

15 WOMEN UNDER THE PROGRAM

16 DIVORCED HUSBANDS

17 SEC. 401. (a) (1) Sectiom 202(c) (1) of the Social

18 Security Act i.s amended, in the matter preceding subpara-

19 graph (A), by inserting "and every divorced husband (as

2G defined in section 216(d))" before "of an individwal" and

21 inserting "or such divorced husband" after "if such hus-

22 band'.

23 (2) Section 202(c) (1) of such Act i8 further

24 amended—
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j (A) by redesignating subparagraph8 (C) and (D)

2 as subparagraphs (D) and (.FJ), and by in$erting after

3 subparagraph (B) the following new subparagraph:

4 "(C) in the case of a divorced husband, s not

5 married,";

6 (B) by striking out "after August 1950" in the

7 matter following subparagraph (E) (a3 so redesig-

8 nated); and

9 (C) by striking out "the month in which any of

10 the following occurs:" and all that follows and in3ert-

11 ing in lieu thereof the following:

12 "the first month in which any of the following occurs:

13 "(F) he dies,

14 "(G) such individual dies,

15 "(H) in the case of a husband, they are divorced

16 •and either (i) he has not attained age 62, or (ii) he

17 has attained age 62 but has not been married to such

18 individual for a period of 20 years immediately before

19 the divorce became effective,

20 "(1) in the case of a divorced husband, he marries

21 a person other than such individual,

22 "(J) he becomes entitled to an old-age or dis-

23 ability insurance benefit •based on a primary insurance

24 amount which is equal tO or exceeds one-half of the

25 primary insurance amount of such individual, or



197

1
"(K) such individual is not entitled to disability

2 insurance benefits and is not entitled to old-age insur-

ance benefits.".

(3) Section 202(c) (3) of such Act is amended by

inserting "(or, in t4e case of a divorced husband, his former

6 wife)" before "for such month".

(4) Section 202(c) of such Act is amended by adding

8 after paragraph (3) the following new paragraph:

9 "(4) In the case of any divorced husband who

10 marries—

11 "(A) an individual entitled to benefits under

subsection (b), (e), (g), or (h) of this section, or

13 "(B) an individual who has attained the age

14 of 18 and is entitled to benefits under subsection

15 (d),

16 such divorced husband's entitlement to benefits under

17 this subsection shall, notwithstanding the provisions of

18 paragraph (1) (but subject to subsection (s)), not

19 be terminated by reason of such marriage.".

20 (5) Section 202(c) (2) of such Act is amended bj

21 striking out "(C)" in the matter immediately preceding

22 subparagraph (A) and inserting in lieu thereof "(D)".

23 (6) Section 202(b) (3) (A) of such Act is amended

24 by striking out "(f)" and inserting in lieu thereof "(c),

25 (f),".
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(7) Section 202(c) (1) (E) of such Act (as re-

2 designated by paragraph (2) of this subsection) is amended

by strikinq out "his wife" and inserting in lieu thereof

"such individual".

(b) (1) Section 202(f) (1) of such Act is amended,

6 in the matter preceding subparagraph (A), by inserting

"and every snrrivinq divorced husband (as defined in section

8 216(d))" before "of an individual" and inserting "or

9 such surviving divorced husband" after "if such widower".

10 (2) Section 202(f) (1) of such Act is further amended

ii by striking out "his deceased wife" in subparagraph (E)

12 and in the matter following subparagraph (G) and insert-

13 ing in lieu thereof "such deceased individual".

14 (3) Paragraphs (3), (4), (6), and (7) of section 202

15 (f) of such Act are each amended by inserting "or surviving

16 divorced husband" after "widower" wherever it appears.

17 (4) Paragraph (3) of section 202(f) of such Act is

18 further amended by striking out "his deceased wife" wherever

19 it appears and by inserting in lieu thereof "such deceased

20 individual", and by striking out "wife" wherever it appears

21 and inserting in lieu thereof "individual".

22 (5) Section 202(f) (4) of such Act is further amended

23 by striking out "remarries" and inserting in lieu thereof

24 "marries", and by inserting "or surviving divorced hus-

25 band's" after "widower's".
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1
(6) Section 202(e) (3) (A) of such Act is amended by

2
striking out "(f)" and inserting in lieu thereof "(c), (f),".

3
(7) Section 202(g) (3) (A) of such Act is amended by

inserting "(c)," before "(f),".

(8) Section 202(h) (4) (A) of such Act is amended by

6
inserting "(ci)," before "(e),".

(c) (1) Section 216(d) of such Act is amended by re-

8
deàignating paragraph (4) as paragraph (6), and by insert-

ing afler paragraph (3) the foliowin,q new paragraphs:

10 "(4) The term 'divorced husband' means a man di-

vorced from an individual, but onlq if lie has been married

12 to such individual for a period of 20 years immediately

13 before the date Ihe divorce became effectve.

14 (5) The term 'suvvivinq divorced husband' means a

15 man divorced from an individual who has died, but only if he

16 has been married to the individval for a period of 20 years

17 immediately before the divorce became effective.".

18 (2) The heading of section 216(d) of such Act is

19 amended to reid as follows:

20 "Divorced Spouses; Divorce".

21 (d) (1) Section 205(b) of .'uc1i Act is amended by

22 inserting "divorced husband,'' after "ii usba fld,'' and "su rviv—

23 in,q divorced husband," after "widower,".

24 (2) Section 205(c)(1) (C) of such Act is amended

25 by inserting ''surciving divorced husband,'' after ''wife,".
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1 REMARRIAGE OF SURVIVING SPOUSE BEFORE AGE 60

2 SEc. 402. Section 202(f) (1) (A) of the Social Security

3 Act is amended by striking out "has not remarried" and

4 inserting in lieu thereof "i3 not married".

5 ILLEGITIMATE CHILDREN

6 SEC. 403. (a) Section 216(h) (3) of the Social Secu-

'z rity Act is amended liy inserting "mother or" before "father"

8 wherever it appears.

9 (b) Section 216(h) (3) (A) (i) of such Act is amended

10 by striking out "daughter," at the end of clause (III) and

11 all that follows and inserting in lieu thereof "daughter, or".

12 (c) Section 216(h) (3) (A) (ii) of $uch Act is amended

13 by striking out everything after "time" and inserting in lieu

14 thereof "such applicant's application for benefits was filed;".

15 (d) Section 216(h) (3) (B) (i) of such Act is amended

16 by striking out "daughter," at the end of clause (III) and

17 all that follows and inserting in lieu thereof "daughter; or".

18 (e) Section 216(h) (3) (B) (ii) of such Act is amended

19 by striking out "such period of disability began" and insert-

20 ing in lieu thereof "such applicant's application for benefits

21 was filed".

22 TRANSITIONAL INSURED STATUS

23 SEC. 404. (a) Section 227(a) of the Social Security

24 ACt 'is amended—
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1
(1) by striking out "wife" wherever it appears and

2
inserting in lieu thereof "spouse";

3 (2) by striking, out "wife's" wherever it appears

and inserting in lieu thereof "spouse's";

5 (3) by striking out "she" wherever it appears and

6 inserting in lieu thereof "he or she";

7 (4) by striking out "his" wherever it appears and

8 inserting in lieu thereof "his or her"; and

9 (5) by inserting "or section 202(c)' after "sec-

10 tion 202(b)" wherever it appears.

(b) Section 227(b) and section 227(c) of such Act

12 are amended—-

13 (1) by striking out "widow" wherever it appears

14 and inserting in lieu thereof "surviving spouse";

15 (2) by striking out "widow's" wherever-it appears

16 and inserting in lieu thereof "surviving spouse's";

17 (3) by striking out "her" wherever it appears and

18 inserting in lieu thereof "the",• and

19 (4) by inserting "or section 202(f)" after "section

20 202(e)" wherever it appears.

21 (c) Section 216 of such Act (as amended by the pre-

22 ceding provisions of this Act) is further amended by in-

23 serting before subsection (b) the following new subsection:
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1 "Spouse; Surviving Spouse

2 "(a) (1) The term 'spouse' means a wife as defined

3 in subsection (b) or a husband as defined in subsection (f).

"(2) The term 'surviving spouse' means a widow as

defined in subsection (c) or a widower as defined in sub-

6 section (g).".

7 EQUALIZATION OF BENEFITS UNDER SECTION 228

8 SEC. 405. (a) Section 228(b) (2) of the Social Secu-

9 riti, Act is amended—

10 (1) by striking out "the husband's benefit" and

11 inserting in lieu thereof "each of their benefits";

12 (2) by strikinq out "64.40" and inserting in lie?,

13 thereof "$48.30"; and

14 (3) by striking out everything after "section

15 215(i)" the first time it appears and inserting in lieu

16 thereof a period.

17 (b) Section 228(c) (3) of such Act is amended to

18 read as follows:

19 "(3) In the case of a husband or wife, both of whom

20 are entitled to benefits under this section for any month, the

21 benefit amount of each, after any reduction under paragraph

22 (1), shall be further reduced (but not below zero) by the

23 excess (if any) of (A) the total amount of any periodic
24 benefits under governmental pension systems for which the

25 other is eligible for such month, over (B) the larger of
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1
$48.30 or 1he amount most recently established in lieu

2
thereof under section 215(i).".

(c) The Secretary shall increase the amounts specified

in section 228 of the Social Security Act, as amended by

this section, o take account of any general benefit increases

6 (as referred to in section 215(i) (3) of such Act), and

7 any increases 'under section 215(i) of such Act, which

8 occur after June 1974.

9 FATHER'S INSURANCE BENEFITS

SEC. 406. (a) Section 202(g) of the Social Security

ii Act is amended—

12 (1) by striking out "widow" wherever it appears

13 and inserting in lieu thereof "surviving spouse";

14 (2) by striking ut "widow's" wherever it appears

is and inserting in lieu thereof "surviving spouse's";

16 (3) by striking out "wife's insurance benefits" in

17 paragraph (1) (D) and inserting in lieu thereof "a

18 spouse's insurance benefit";

19 (4) by striking out "he" in paragraph (1) (D) and

20 wherever it appears in paragraph (3) and inserting in

21 lieu thereof "such individual";

22 (5) by striking out "her" wherever it appears and

23 inserting in lieu thereof "his or her";

24 (6) by striking out "she" wherever it appears and

25 inserting in lieu thereof "he or she";
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1 (7) by striking out "mother" wherever it appears

2 and inserting in lieu thereof "parent";

3 (8) by inserting "or father's" after "mother's"

4 wherever it appears;

5 (9) by striking out "after August 1950";

6 (10) by inserting "this subsection or" before "sub-

7 section (a)" in paragraph (3) (A); and

8 (11) by striking out "his" in paragraph (3) and

9 inserting in lieu thereof "his or her".

10 (b) The heading of section 2O2(g) of such Act is

11 amended by inserting "and Father's" after "Mother's".

12 (c) Section 216(d) of such Act (as amended by section

13 401 (c) (1) of this Act) is further amended by redesignating

14 paragraph (6) as paragraph (8), and by inserting after

15 paragraph (5) the following new paragraphs:

16 "(6) The term 'surviving divorced father' means a man

17 divorced from an individual who has died, but only if (A)

18 he is the father of her son or daughter, (B) he legally

19 adopted her son or daughter while he was married to her

20 and while such son or daughter was under the age of 18,

21 (C) she legally adopted his son or daughter while he was

22 married to her and while such son or daughter was under the

23 age of 18, or (D) he was rnarrid to her at the time both of

24 them legally adopted a child under the age of 18.

"(7) The term 'surviving divorced parent' means a sur-
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1
viving divorced mother as defined in paragraph (3) of this

2
subsection or a surviving divorced father as defined in para-

graph (6).".

(d) Section 202(c) (1) of such Act (as amended by

section 401 (a) (2) of this Act) is further amended by in-

6 serting "(subject to subsection (s))" before "be entitled

to" in the matter following subparagraph (E) and pre-

8 ceding subparagraph (F).

(e) Section 202(c) (1) (B) of such Act is amended by

10 inserting after "62" the following: "or (in the case of a

ii husband) has in his care (individually or jointly with such

12 individual) at the time of filing such application a child en-

13 titled to child's insurance benefits on the basis of the wages and

14 self-employment income of such individual".

15 (f) Section 202(c) (1) of such Act (as amended by

16 section 401 (a) (2) (C) of this Act) is further amended by

17 redesignatiny the new sub para graphs (J) and (K) as sub-

18 paragraphs (K) and (L), respectively, and by adding after

19 subparagraph (I) the following new subparagraph.•

20 "(J) in the case of a husband who has not attained

21 age 62, no child of such individual is. entitled to a child's

22 insurance benefit,".

23 (g) Section 202(f) (1) (C) of such Act is amended by

24 inserting "(i)" after "(C)", by adding "or" after "223,",

25. and by inserting at the end thereof the following new clause.
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"(ii) was entitled, on the basis of such wages and

2 self-employment income, to father's insurance benefits for

3 the month preceding the month in which he attained age

4 65,".

5 (h) Section 202(f) (6) of such Act is amended by strik-

6 inq out "or" at the end of subparagraph (A), by addinq "or"

7 after the comma at the end of subparagraph (B), and by

8 adding after and below subparagraph (B) the following new

9 subparagraph:

10 "(C) the last month for which he was entitled to

11 father's insurance benefits on the basis of the wages and

12 self-employment income of such individual,".

13 EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY

14 BENEFICIARY

15 SEC. 407. •(a) Section 202(d) (5) of the Social Secu-

16 rity Act is amended by striking out "a male individual" in

17 the matter following subparagraph (B) and inserting in

18 lieu thereof "an individual".

19 (b) The amendment made by subsection (a) of this

20 section shall be effectie with respect to benefits under title

21 II of the Social Security Act for months after December

22 1977, but only in cases where the "last month" referred to

23 in section 202(d) (5) of such Act is a month after December

24 1977
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EFFECT OF MARRIAGE ON. OTHER DEPENDENTS' OR

2
DEPENDENT SURVIVORS' BENEFITS

3 SEc. 408. (a) Section 202(c) (4) of the Social Se-

curity Act (as added by section 401 (a) (4) of thi8 Act) is

further amended by inserting before the period at the end

6 thereof the following: "; except that, in the case of such a

marriage to an individual entitled to benefits under subsec-

8 tion (d), the preceding provisions of this paragraph shall not

9 apply with respect to benefits for months after the last month

10 for which such individual i3 entitled to such benefits under

subsection (d) unless she ceases to be so entitled by reason of

12 her death".

13 (b) Section 202(f) (4) of such Act is amended by in-

14 serting before the period at the end thereof the following:

15 "; except that, in the case of such a marriage to an individual

16 entitled to benefits under subsection (d), the preceding pro-

17 visions of this paragraph shall not apply with respect to

18 benefits .f or months after the last month for which such in-

19 dividual is entitled to such benefits under subsection (d)

20 unless she ceases to be so entitled by reason of her death".

21 (c) Section 202(h) (4) of such Aot is amended by

22 striking out "a male individual" in the matter following

23 clause (B) and inserting in lieu thereof "an individual".

24 (d) The amendments made by this section shall be ef-
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1
fective with respect to benefits under title II of the Social

2
Security Act for months after December 1977, but oniy in

cases where the "la$t month" referred to in section 202(c)

(4), 202(f) (4), 202(g) (3), or 202(h) (4) is a month

after December 1977.

6
TREATMENT OF SELF-EMPLOYMENT INCOME IN

7 COMMUNITY PROPERTY STATES

8 SEC. 409. (a) Section 211 (a) (5) (A) of the Social

Security Act and sectiOn 1402(a) (5) (A) of the Internal

10 Revenue Code of 1954 are each amended by striking out

"husband unless the wife exercises substantially all of the

12 management and control of such trade or business, in which

13 case all of such gross income and deductions shall be treated

14 as the gross iicome and deductions of the wife" and inserting

15 in lieu thereof "spou.e who exercises the greater manage-

16 ment and control over the trade or business, except that such

17 income and deductions shall be divided equally between the

18 two spouses if each spouse exercises the same amount of man-

19 agement and control over the trade or business".

20 (b) The amendments made by subsection (a) shall be

21 effective with respect to taxable years beginning after De-

22 cember 1977.

23 CREDIT FOR CERTAIN MILITARY SERVICE

SEc. 410. Section 217(f) of the Social Security Act

25 is amended by striking out "widow" each place it appears
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1 and inserting in lieu thereof "surviving spovse", and by

2 striking out "her" each place it appears in paragraph (2)

and inserting in lieu thereof "his".

4 CONFORMING AMENDMENTS

5 SEC. 411. (a) Section 202(b) (3) (A) of the Social

6 Security Act (as amended by section 401 (a) (6) of this

7 Act) is further amended by inserting "(g)," after "(f),".

s (b) Section .20.2(p) (1) of such Act is amended by

9 striking ut "subparagraph (C) of subsection (c) (1)"

10 and inserting in lieu thereof "subparagraph (D) of sub-

11 seótion (c)(1)".

12 (c) Section 202(q) (3) of such Act1 is amended by

13 inserting "or surviving divorced husband" after "widower"

14 in subparagraphs (E), (F), and (G).

15 (d) Section 202(q) (5) of such Act is amended—

16 (1) by inserting "husband's or" before "wife's"

17 each place it appears;

18 (2) by inserting "he or" before "she" each place

19 it appears;

20 (3) by inserting "his or" before "her" each place

21 it appears;

22 (4) by striking out "the woman" in subparagraph

23 (B) (ii) and "a woman" in subparagraph (C) and

24 inserting in lieu thereof "the individtal" and "an individ-

25 ual", respectively; and
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1 (5) In subparagraph (D), by inserting "widower's

or" before "widow's"; by inserting. "wife or" before

3 "husband" each place it appears; by inserting "wife's

4 or" before "husband's" each place it appears; and by

5 inserting "father's or" before "mother's".

6 (e) (1°) Section 202(q) (6) (A) (i) of such Act is

7 amended by striking out "o:r husband's insurance" in sub-

8 division (I), and by inserting "or husband's" after "wife's"

9 in subdivision (II).

10 (2) Section 202(q) (7) Of such Act is amended, in

11 subparagraph (B), by inserting "husband's or" before

12 "wife's", by inserting "he or" before "she", and by insert-

13 ing "his' or" before "her", and in subparagraph (D) by

14 imserting "or widower's" after "widow's".

15 (f) (1) Section 202(s) (1) of such Act is amended

16 by inserting "(c)(1),"after "(b)(1),".

17 (2) Section 202(s) (2) of such Act is amended by

18 inserting "(c) (4)," after "(b) (3),".

19 (3) Section 202(s) (3) of such Act is amended by

20 inserting "(c) (4)," after "(b) (3),", and by inserting

21 "(f)(4)," after"(e)(3),".

22 (g) Section 203(a) (3) of such Act (as in effect in

23 Decemher 1977) is amended by inserting ", or as a divorced

24 husband under section 202 (c) or as a surviving divorced

25 husband under section 202(f)," after "section 202(e)", by
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striking out "she" and inserting in lieu thereof "he or she",

2
and by inseriing "or divorced husband or surviving divorced

husband" after "such divorced wife or surviving divorced

wife".

(h) The third sentence of section 203(b) of such Act

6 is amended by inserting "or father's" after "mother's".

(i) The text of section 203 (c) of $uch Act is amended

8 to read as follows—

"(c) Deductions, in such amounts and at such time or

j times as the Secretary shall determine, shal.l be made from

i any payment or payments under this title to which an mdi-

12 vidual is entitled, until the total of such deductions equals

13 such individual's benefits or benefit under section 202 for

14 any month—

15 "(1) in which such individual is under the age of

16 Seventy-two and on seven or more different calendar

17 days of which such individual engaged in noncovered

18 remunerative activity outside the United States; or

19 "(2) in which such individual, if a wife or husband

20 under aye sixty-five entitled to a wife's or husband's

21 insurance benefit, did not have in his or her care (mdi-

22 vidually or jointly with his or her spouse) a child of such

23 spouse entitled to a child's insurakce benefit and such

24 wife's or husband's insurance benefit for such month was

25 not reduced under the provisions of section 202(q); or



212

1 "(3) in which such individual, if a widow or wid-

2 ower entitled to a mother's or father's insurance benefit,

3 did not have in his or her care a child of his or her de-

4 ceased spouse entitled to a child's insurance benefit; or

5 "(4) in which such an individual, if a surviving

6 divorced mother or father entitled to a mother's or father's

7 insurance benefit, did not have in his or her care a child

8 of his deceased former spouse who (A) is his or her son,

9 daughter, or legally adopted child and (B) is entitled to

10 a child's insurance benefit on the basis of the wages and

11 self-employment income of such deceased former spouse.

12 For purposes of paragraph3 (2), (3), and (4) of this sub-

13 section, a child shall not be considered to be entitled to a

14 child's insurance benefit for any month in which paragraph

15 (1) of section 202(s) applies or an event specified in sec-

16 tion 222(b) occurs with respect to such child. Subject to

17 paragraph (3) of such section 202(s), no deductions shall

18 be made under this subsection from any child's insurance

19 benefit for the month in which the child entitled to such

20 benefit attained the age of eighteen or any subsequent month;

21 nor shall any deduction be made under this subsection from

22 any widow's in.surance benefits for any month in which the

23 widow or surviving divorced wife is entitled and has not

24 attained age sixty-five (but only if she became so entitled

25 prior to attaining age sixty), or from any widower's insur-
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ance benefit for any month in which the widower or su7viv

2 ing divorced husband is entitled and has not attained age

3 sizty-five (but only if he became so entitled prior to attain-

4 ing age sixty).".

5 (j) Section 203(d) of such Act is amended by inserting

6 "divorced husband," after "husband," in paragraph (1),

7 and by inserting "or father's" after "mother's" each place it

8 appears in paragraph (2).

9 (k) (1) Section 205(b) of such Act (a8 amended by

10 section 401 (d) (1) of this Act) i8 further amended by

11 inserting "surviving divorced father," after "mother,".

12 (2) Section 205(c) (1)(C) of such Act (as amended

13 by section 401 (d) (2) of thi3 Act) i8 further amended by

14 imserting "surviving divorced father," after "surviving

15 divorced mother,".

16 (1) Section 216(f) of such Act is amended by inserting

17 "(c)," before "(f)" in clause (3) (A).

18 (m) Section 216(g) of such Act i3 amended.' by insert-

19 ing "(c) ," before "(f)"in clawse (6) (A).

20 (n) Section 222 (bJ(1) of such Act is amended by

21 striking out "or surviving divorced wife" and inserting in

22 lieu thereof ", surviving divorced wife, or surviving divorced

23 husband".

24 (o) Section 222 (b) (3) of such Act is amended by

25 inserting "divorced husband," after "husband,".
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1 (p) Section 222(b) (2) of such Act i8 amended by

2 inserting "or father's" after "mother's" each place it appears.

3 (q) Section 222(d) (1) of such Ac is amended &y

4 inserting "and surviving divorced husbands" after "for

5 widowers" in the matter following clau8e (iii).

6 (r) Section 223 (d).(2) of such Act is amended by

7 striking out "or widower" where that term appears in sub-

8 paragraph3 (A) and (B) and inBerting in lieu thereof

9 "widower, or surviving divoréd husband".

10 (s) Section 225 of such Act is amended by inserting "or

11 surviving divorced husband" after "widower".

12 (t) (1) Section 226(h) (3) of 3uch Act is amen&d to

13 read as follows:

14 "(3) For purposes of determining entitlement . to hos-

15 pital insurance benefit3 under subsection (b), any disabled

16 widow age 50 or older who is entitled to mother's in8urance

17 benefits (and who would hiave been entitled to wid)ow's

18 insurance benefit8 by reason of di9ability if 8he had filed

19 for such widow's benefits), and any disabled widower who.

20 is enititled to father's insurance benefits (and who would

21 have been entitled to widower's insurance benefits &y reason

22 of disability, if he had filed for such widower'8 benefits),

23 8hall, upon application for such hospita' insurance bene-

24 fits, be deemed to have filed for such widow's or widower's

25 benefits.".
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(2) For purposes of determin1ing entitlement to hospital

2 insurance benMfit8 under section 226(h) (3) .01 the Social

Security Act, as amended by paragraph (1) of thi3 subsec-

tin, an individual becoming entitled to such hospital in3ur-

ance benefits as a result of the amendment made by such

6 paragraph shall, upon furni3hing proof of such di8ability

within twelve months after the mo,th of enactment of this

8 Act, under such procedures as the Secretary may prescribe,

be deemed o have been entitled to the widow's or widower'8

10 benefit3 referred to in such section 226(h) (3), as so

ii amended, a of the time such individual would have been

12 entitled to 8uch widow's or widower' 8 benefiM if he or 8he

13 had filed a timely application there for.

14 EFFECTIVE DATE

15 SEC. 412. Except as Otherwi3e specifically provided in

16 this part, the ameidments made by this part 8hall apply only

17 with respect to monthly benefits payable under title II of the

18 Social Security Act for months after December 1977.

19 PART B—EFFECT OF MARRIAGE, REMARRIAGE, AND

20 DIVORCE ON BENEFIT ELIGIBILITY

21 ELIMINATION OF MARRIAGE OR REMARRIAGE AS F4CTOR

22 TERMINATING OR EEDUCING BENEFITS

23 SEC. 415. (a) (1) Section 202(b) (1) of the Social
24 Security Act is amended—
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1
(A) by adding "and" at the end of subparagraph

2 (B),

3 (B) by strikiiig out subparagraph (C),

4 (C) by striking out subparagraph (H),.and

5 (D) by redesignating subparagraphs (D), (E),

6 (F), (G), (1), (J), and (K) as subparagraph3 (C),

(D), (E), '(F), (U), (H), and (I), respectively.

8 (2) Section 202'(b) of such Act is further amended by

9 striking out paragraph (3).

io (b) (1) Section 202(c) (1) 'of such Act (a,s amended

ii by sections 401 (a) (2) and 406(f) of this Act) i
12 amended—

13 (A) by striking out subparagraph (C),

14 '(B) by striking out subparagraph (I), and

15 (C) by redesignating subparagraphs (D), (E),

16 (F), (U), (H), (J), (K), and (L) as subparagraphs

17 (C), (D), (E), (F), (G), (H), (I), and (J),

18 respectively.

19 (2) Section 202(c) of such Act further amended by

20 striking ut paragraph (4) (aB added by section 401 (a)

21 (4) of this Act and amended by section 408(a)).

22 (3) Section 202(c) (2) of such Act (a3 amended by

23 section 401 (a) (5) of thi9 Act) i3 further amended by

24 striking out "(D)" in the 'matter immediately preceding

25 subparagraph (A) and inserting in lieu thereof "(C)".
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1 (c) (1) Section 202 (d) (1) of such Act is amended—

2 (A) by striking out "was unmarried and" in sub-

3 paragraph (B), and

4 (B) by striking out "or marries," in subparagraph

5 (D).

6 (2) Section 202(d) of such Act is further amended by

7 striking out paragraph (5), and by redesignating paragraphs

8 (6) through (9) as paragraphs (5) through (8), respec-

9 tively.

10 (d) (1) Section 202(e) (1) f such Act i amended—

11 (A) by striking out subparagraph (A),

12 (B) by striking out "paragraph (5)" in ubpara-

13 graph (B) and inserting in lieu thereof "paragraph
14 (3)
15 (0) by striking out "subparagraph (B)" in sub-
16 paragraph (E) and inserting in lieu thereof "subpara-
17 graph (A)",
18 (D) by striking out "subparagraph (B)", "para-
19 graph (6)", and "paragraph (5)" in subparagraph
20 (F) and inserting in lieu thereof "subparagraph (A)",
21 "paragraph (4)", and "paragraph (3)", respectively,
22 (E) by striking out "remarries, dies," in the matter
23 following .u&paragraph (F') and inserting in lieu thereof

"dies, or", and
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1 (F) by redesignatig subparagraphs (B) through

2 (F) as subparagraphs (A) through (EJ, respectively.

3 (2) Section 202(e) (2) (A) of such Act is amended by

striking out ", paragraph (4) of this subsection,".

5 (3) Section 202(e) of such Act is further amended by

6 striking out paragraphs (3) and (4), and by redesignating

7 paragraphs (5), (6), and (7) as paragraphs (3), (4), and

8 (5), respectively.

9 (4) The paragraph of section 202(e) of such Act re-

10 designated as paragraph (3) by paragraph (3) of this sub-

11 section is amended by .itrildng out "(1) (B) (ii)" and insert-

12 ing in lieu thereof "(1) (A) (ii)".

13 (5) The paragraph of section 202(e) of such Act re-

14 designated as paragraph (4) by paragraph (3) of this sub-

15 section is amended—

16 (A) 'by strikig out "paragraph (1) (F)" and in-

17 serting in lieu thereof "paragraph (1) (E)", and

18 (B) by striking out "paragraph (5)" and inserting

19 in lieu thereof "paragraph '(3)".

20 (e) (1) Section 202(f) (1) of such Act (as amended

21 by the preceding provisions of this title) i3 further amended—

22 (A) by striking out .9vbparagraph (A),

23 (B) by striking out "paragraph (6"in sub para-

24 graph (B) and in$erting in lieu thereof "paragraph

25 (4)",
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.i. (C) bj 8tnking out "8ubparagraph (B)" in 8ub-

2 paragraph (F) and inserting in lieu. tereof "subpara-

3 graph (A)",

4 (D) by striking out "subparagraph (B)", "para-

5 graph (7)",. and "paragraph (6)" in 8ubparagraph

6 (G) and inserting in lieu thereof "subparagraph (A)",

7 "paragraph (5)", and "paragraph (4)", respectively,

8 (E) by 8trlklng out "remarries," in the matter fol-

9 lowing subparagraph (G), and

10 (F) by redesignating subparagraphs (B) through

11 (G) as subparagraphs (A) through (F), respectively.

12 (2) Section 202(f) (2) of such Act is amended by

13 striking out "subparagraph (D)" and inserting in lieu

14 thereof "subparagraph (C)".

15 (3) Section 202(f) (3) (A) of suéh Act is amended

16 by striking out ", paragraph (5) of this subsection,".

17 (4) Section 202(f) of such Act is further amended by

18 striking out paragraphs (4) and (5), and by redesignating

19 paragraphs (6), (7), and (8) as paragraphs (4), (5),

20 and (6), respectively.

21 (5) The paragraph of section 202(f) of such Act re-

22 designated as paragraph (4) by paragraph (4) of this sub-

23 section i8 amended by striking out "(1) (B) (ii)" and in-

24 sertingin lieu thereof "(1) (A) (ii)".

25 (6) The paragraph of section 202(f) of such Act re-
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designated as paragraph (5) by paragraph (4) of t4is sub-

2 section is amended by striking out "paragraph (1) (G)"

and "paragraph (6)" and inserting in lieu thereof "para-

4 graph (1) (F)" and "paragraph (4)", respectively.

5 (f) (1) Section 202(g) (1) of such Act (as amended

6 by section 406(a) of this Act) is further amended—

7 (A) by striking out subparagraph (A),

8 (B) by striking out "subparagraph (E)"in sub-

9 paragraph (F) (i) and inserting in lieu thereof "sub-

10 paragraph (D)",

11 (C) by striking out "he remarries," in the matter

12 following subparagraph (F), and

1 (D) by redesignating subparagraphs (B) through

14 (F) as subparagraphs (A) through (E), respectively.

15 (2) Section 202(g) of such Act is further amended by

16 striking out paragraph (3).

17 (g) (1) Section 202(h) (1) of such Act is amended—

18 (A) by striking out subparagraph (C),

19 (B) by striking out "marries," in the matter fol-

20 lowing subparagraph (E), and

21 (C) by redesignating subparagraphs (D) and (E)

22 as subparagraphs (C) and (D), respectively.

23 (2) Section 202(h) of such Act is further amended by

24 striking out paragraph (4).

25 (h) (1) Section 202(k) (2) (B) of such Act is amended—
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1 (A) by striking out "(other than an individual to

2 whom subsection (e) (4) or (f) (5) applies)", and

3 (B) by striking out the second sentence.

(2) Section 202(k) (3) of such Act is amended—

5 (A) by striking out "(A)" immediately before "If

6 an individual is entitled to an old-age or disability in-

7 surance benefit", and

8 (B) by striking out subparagraph (B).

(i) Section 202(p) (1) of such Act (as amended by

io section 411 (b) of this Act) is further amended by striking

j out "subparagraph (D) of subsection (c) (1), clause (i) or

12 (ii) of subparagraph (D) of subsection (f) (1)" and insert-

13 ing in lieu thereof "subparagraph (C) of subsection (c) (1),

14 clause (i) or (ii) of subparagraph (C) of subsection (f)

15 (1)".

16 (j) (1) Section 202 (s) (2) of such Act is repealed.

17 (2) Section 202(s) (3) of such Act (a8 amended by

18 section 411(f) (3) of this Act) is fwrther amended by

19 striking out "so much of subsections (b) (3), (c) (4),

20 (d) (5), (e) (3), (f) (4), (g)(3), and (h) (4) of thi.s

21 sectiOn as follows the semicolon,".

22 DURATION-OF-MARRIAGE REQUIREMENT FOR DIVORCED

23 SPOUSES AND SURVIVING DIVORCED SPOUSES

24 SEC. 416. (a) Section 216(d) of the Social Security

25 Act is amended by striking out "20 years" in paragraphs
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1
(1) and (2)., and in paragraphs (4) and (5) (as added by

2 section 401 (c) (1) of this Act), and inserting in lieu thereof

in each instance "5 years".

(b) Section 2.02(b) (1) (F) of such Act (as redesig-

nated by section 415(a) (1) (D) of thi$ Act) is amended

6 by striking out "20 years" and inserting in lieu thereof

7 "5 years".

(c) Section 202 (c)(1) (G) of such Act (as added by

9 section 401 (a) (2) (0) of this Act and redesignated by

10 sectiom 415(b) (1) (0)) is amended by striking out "20

ii years" and inserting in lieu thereof "5 years".

12 EFFECTIVE DATE

13 SEC. 417. (a) Tue amendments made by this part shall

14 apply only with respect to monthly benefits payable under

15 title II of the Social Security Act for months after December

16 1978, and, in the case of individnals who are not entitled

17 to benefits of the type involved under such title for December

18 1978, only on. the basis of applications filed on or after

19 January 1, 1979.

20 (b) An individual whose entitlement to monthly in-

21 surance benefits under subsection (b), (c), (d), (e), (f),

22 (g), or (h) of section 202 of the Social Security Act

23 terminated on account of such individual's marriage or re-

24 marriage, or on account of the termination (except by reason

25 of death) of the benefits to which such individual's spouse
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1
was entitled under section 223(a) or section 202(d) (1) (B)

2 (ii) of such A.c, prior to January 1979, may again become

entitled to such benefits (provided no event whidi would other-

wise terminate such entitlement has since occurred) beginning

with January 1979 or, if later, with the first month (after

6 January 1979) in which he files application for such reen-

titlemenL The reentitlement of such individual to benefits

8 under such subsection (and the entitlement of other persons

9 to' benefits under title II of the Soóial Security Act to the

io extent related to such individual or his entitlement) shall

ij. be treated for all the purposes of title II of the Social Security

12 Act as though such reentitlement were the individual's initial

13 entitlement.

14 PART C—STUDY

15 STUDY OF PROPOSALS TO ELIMINATE DEPENDENCY AND

16 SEX DISCRIMINATION UNDER THE SOCIAL SECURITY

17 PROGRAM

18 SEC. 421. (a) The Secretarzi of Health, Education, and

19 Welfare, in consultation with the Task Force on Sex Di9-

20 crimination in the Department of Justice, shall undertake

21 and carry out, within the Department of Health, Education,

22 and Welfare and the Social Security Administration, a de-

23 tailed study of proposals to eliminate dependency as a factor

24 in the determination of entitlement to spouse's benefits under

25 the social security program, and of pro posals to bring about
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i equal treatment of mem and women in any and all respects

2 under such program, taking into account the practical effects

3 (particularly the effect upon women's entitlement to such

4 benefits) of such things as—

5 (1) changes in the nature and extent of women's

6 participation in the labor force,

7 (2) the increasing divorce rate, and

8 (3) the economic value of women's work in the home.

9 The study shall include appropriate cost analyses.

10 (b) The Secretary shall submit to the Congress within

11 six months after the date of the enactment of this Act a full

12 and complete report on the study carried out under subsec—

13 tion (a).

14 TITLE V—CHANGES IN EARNINGS TEST

15 UNDER THE OLD-AGE, SURVIVORS, AND

16 DISABILITY INSURANCE PROGRAM

17 LIBERALIZATION OF EARNINGS TEST FOR INDIVIDUALS

18 AGE 65 AND OVER

19 SEC. 501. (a) Section 203(f) (8) (A) of the Sociat

20 Security Act is amended by striking out "a new exempt

21 amount which shall be effective (unless such new exempt

22 amount is prevented from becoming effective by sub para-

23 graph (C) of this paragraph) with respect to any individ-

24 ual's taxable year which ends after the calendar year" and

25 inserting in lieu thereof "the new exempt amounts (sepa-
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i. rately stated for individuals described in subparagraph (D)

2 and for other individuals) which are to be applicable (unless

3 prevented from becoming effective by subparaqraph (C))

4 with respect to taxable years ending in (or with the close of)

5 the calendar year after the calendar year".

6 (b) (1) Section 203(f) (8) (B) of such Act is amended

7 by striking out "The exempt amount for each month of a

8 particular taxable year shall be" in the matter preceding

9 clause (i) and inserting in lieu thereof "Except as otherwise

10 provided in subpai'agraph (D), the exempt amount which is

11 applicable to individuals described in such subparagraph

12 and the exempt amount which is applicable to other individ-

13 ual, for each month of a particular taxable year, shall each

14 be".

15 (2) Section 203(f) (8) (B) (i) of such Act is amended

16 by striking ou "the exempt amount" and inserting in lieu

17 thereof "the corresponding exempt amount".

18 (3) The last sentence of section 203(f) (8) (B) of such

19 Act is amended by striking out "the exempt amount" and

20 inserting in lieu thereof "an exempt amount".

21 (c) (1) Section 203(f) (8) of such Act i. further

22 amended by adding at the end thereof the following new

23 subparagraph:

24 "(D) Notwithstanding any other provision of this

25 subsection, the exempt amount which is applicable to an
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1 individual who has attained age 65 before the close of

2 the taxable year involved—

3 "(i) dhall be $333.33+ for each momth of any

4 taxable year ending after 1977 and before 1979,

5 "(ii) shall be $375 for each month of any

6 taxable year ending after 1978 and before 1980,

7 and

8 "(iii) shall be determined (under subparagraph

9 (B)) for each month of any taxable year ending

10 after 1979 as though the dollar amount.s specified

11 in clauses (i) and (ii) had been determined (for

12 the taxable years described in such clauses) under

13 subparagraph (B).".

1.4 (2) No notification wth respect to an increased exempt

15 amount for individuals described in section 203(f) (8) (D) of

16 the Social Security Act (as added by paragraph (1) of this

17 subsection) s1all be required under the last sentence of section

18 203(f) (8) (B) of such Act in 1977 or 1978; and section

19 203(f) (8) (0) of such Act shall not prevent the new exemp!

20 amount determined and published under section 203(f) (8)

21 (A) in 1977 from becoming effective to the extent that such

22 new exempt amount applies to individuals other than those

23 described in section 203(f) (8) (D) of such Act (as so

24 added).
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1
(d) Subsections (f) (1), (f) (3), (f) (4) (B), and

2
(h) (1) (A) of section 203 of such Act are each amended by

striking out "$200 or the exempt amount" and inserting in

lieu thereof "the applicable exempt amount".

(e) The amendments made by this section shall apply

6 with respect to taxable years ending after December 1977.

7 ELIMINATION OF MONTHLY EARNINGS TEST

8 SEc. 502. (a) Clause (E) of the last sentence of

section 203(f) (1) of the Social Security Act (as amended

10 by section 501 (d) of this Act) is further amended by

inserting before the period at the end thereof the following:

12 ", if such month is in the taxable year in which occurs the

13 first month that is both (i) a month for which the individual

14 is entitled to benefits under subsection (a), (b), (c), (d),

15 (e), (f), (g), or (h) of section 202 (without having been

16 entitled for the preceding m'onth to a benefit under any

17 other of such subsections), and (ii) a month in which the

18 individual did not engage in self-employment and did not

19 render services for wages (determined as provided in para-

20 graph (5)) of more than the exempt amount as determined

21 under paragraph (8)".

22 (b) The amendment made by sibsection (a) shall apply

23 only with respect to monthly benefits payable for months after

24 December 1977.
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1 LIBERALIZATION OF TEST FOR DETERMINING DEDUCTIONS

2 ON ACCOUNT OF NONCOVERED WORK OUTSIDE THE

3 UNITED STATES

4 SEC. 503. (a) Effective with respect to months in taxable

5 years ending after 1977 and before 1979, subsections (c) (1),

6 (d) (1), and (d) (2) of section 203 of the Social Security

7 Act (as amended by the preceding provisions of this Act)

8 are each amended by striking out "seven or more" and

9 inserting in lieu thereof "nine or more".

10 (b) Effective with respect to nwnth.9 in taxable years end-

11 ing after 1978, subsections (c) (1), (d) (1), and (d) (2) of

12 such section 203 (as amended by subsection (a) of this sec-

13 tion) are each further amended by striking out "nine or more"

14 and inserting n lieu thereof "twelve or more".

15 TITLE VI—COMBINED SOCIAL SECURITY AND

16 INOME TAX ANNUAL REPORTING

17 PART A—AMENDMENTS TO TITLE II OF THE SOCIAL

18 SECURITY ACT

19 ANNUAL CREDITING OF QUARTERS OF COVERAGE

20 SEC. 601. (a) (1) Sections 209(g) (3), 209(j), 210

21 (a) (17) (A), and 210(f) (4) (B) of the Social Security

22 Act are each amended by striking out "quarter" wherever

23 it appears and inserting in lieu thereof "year".

24 (2) Sections 209 (g)(3) and 209 (j) of such Act are

25 each further amended by striking out "$50" and inserting

26 in liev thereof "tlOO".
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1 (3) (A) Section 209 of such Act is amended by strik-

2 ing out "or" at the end of subsection (n), by striking out the

3 period at the end f subsection (o) and inserting in lieu

4 thereof "; or", and by inserting after subsection (o) the fol-

5 lowing new subsection:

6 "(p) Remuneration paid by an organization exempt

7 from. income tax under section 501 of the Internal Revenue

8 Code: of 1954 in any calendar year to an employee for

9 service rendered in the employ of such organization, if the

10 remuneration paid in such year by the organization to the

11 employee for such service is less than $100.".

12 (B) Section 210(a) (10) of such Act (as amended

13 by section 302(d) (3) of this Act) is amended by strik-

14 ing out "(10(A)" and all that follows down through

15 "(B) Service" and inserting in lieu thereof "(10) Service",

16 and by redesignating clauses (i) and (ii) as sub paragraph6

17 (A) and (B), respectively.

18 (b) Section 212 of such Act is amended to read a

19 follows.•

20 "CREDITING OF SELF-EMPLOYMENT INCOME TO

21 CALENDAR YEARS

22 "SEC. 212. (a) For the purposes of determining aver-

23 age monthly wage and quarters of coverage the amount of

24 self-employment income derived during any taxable year

25 which begins before 1978 shall—
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i "(1) in .the case of a taxable year which is a calen-

2 dar year, be credited equally to each quarter of such

3 calendar year; and

4 "(2) in the case of any other taxable year, be

5 credited equally to the calendar quarter in which such

6 taxable year ends and to each of the next three or fewer

7 preceding quarters any part of which is in such taxable

s year.

9 "(b) For the purposes of determining average indexed

10 monthly earnings, average monthly wage, and quarters of

11 coverage the amount of self-employment income derived dur-

12 ing any taxable year which begins after 1977 shall—

13 "(1) in the case of a taxable year which is a

14 calendar year or which begins with or during a calendar

15 year and ends with or during such year, be credited to

16 such calendar year; and

17 "(2) in the case of any other taxable year, be

18 allocated proportionately to the two calendar years,

19 portions of which are included within such taxable year,

20 on the basis of the number of montAs in each such

21 calendar year which are included completely within the

22 taxable year.

-23 For purposes of clause (2), the calendar month in which a

24 taxable year ends shall be treated as included completely

25 within that taxable year.".
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1
(.c) Section 213(a) (2) of such Act is ümended to read

2
as follows:

"(2) (A) The terri 'quarter of covrage' means—

4
"(i) for calendar years before 1978, and subject to

the provisions of subparagraph (B), a quarter in which

6
an individual has been paid $50 or more in wages

7
(except wages for agricultural labor paid after 1954)

8
or for which he has been credited (as determined

under section 212) with $100 or mOre of self-employ-

10 ment income; and

11 "(ii) for calendar years after 1977, and subject

12 to the provisions of subparagraph (B), each portion of

13 the total of the wages paid and the self-employmentS

14 income credited (pursuait. to section 212) to an individ-

15 ual in a calendar year which equals $250, with such

16 quarter of coverage being assigned to a specific calendar

17 quarter in such calendar year only if necessary in the

18 case of any individual who has attained age 62 or died

19 or is under a disability and the requirements for insured

20 status in subsection (a) or (b) of section 214, the

21 requirements for entitlement to a computation or re-

22 computation of his primary insurance amount, or the

23 requirements of paragraph (3) of section 216(i) would

24 not otherwise be met.
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1 "(B) Notwithskznding the provisiono of subparagraph

2 (A)—

3 "(i) no quarter after the quarter in which an

4 individual dies shall be a quarter of coverage, and no

5 quarter aiy part of wliic4 is included in a period of

6 disability (other than the initial quarter and the iii.ct

7 quarter of such period) shall be a quarter of coverage:

8 "(ii) if the wage3 paid to an individual in a'n?

9 calendar year equal to $3,000 in the case of a. caienda'

io year before 1951, or $3,600 in. 'the case of a calendar

11 year after 1950 and before 1955, or $4,200 in the case

12 of a calendar year after 1954 and before 1959, or $4,800

13 in the case of a calendar year after 1958 and before

14 1966, or $6,600 in the case of a calendar year after 1965

15 and before 1968, or $7,800 in the case of a calendar

16 year after 1967 and before 1972, or $9,000 in. the case

17 of the calendar year 1972, or $10,800 in the case of the

18 calendar year 1973, or $13,200 in the case of the calen-

19 dar year 1974, or an amount equal to the contribution

20 and benefit base (as determined under section 230) in

21 the case of any calendar year after 1974 with respect

22 to which such contribution and benefit base is effective,

23 each quarter of such year shall (subject to clauses (i)

24 and (v)) be a quarter of coverage;

25 "(iii) if an individual has self-employment income
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1 for a taxable year, and if the sum of such income and

2 the wages paid to him during such year equals $3,600

in the case of a taxable year beginning after 1950 and

4 ending before 1955, or $4,200 in the case of a taxable

5 year ending after 1954 and before 1959, or $4,800 in

6 the case of a taxable year ending after 1958 and before

1966, or $6,600 in the case of a taxable year ending

8 after 1965 and before 1968, or $7,800 in the case of

9 a taxable year ending after 1967 and before 1972, or

10 $9,000 in the case of a taxable year beginning after

ii 1971 and before 1973, or $10,800 in the case of a tax-

12 able year beginning after 1972 and before 1974, or

13 $13,200 in the case of a taxable year beginning after

14 1973 and before 1975, or an amount equal to the con-

15 tribution and benefit base (as determined under section

16 230) which is effective for the calendar year in the case

17 of any taxable year beginning in any calendar year after

18 1974, each quarter any pare of which falls in such year

19 shall (subject to clauses (i) and (v)) be a quarter of

20 coverage;

21 "(iv) if an individual is paid wages for agricultural

22 labor in a calendar year after 1954 and before 1978,

23 then, subject to clauses (i) and (v), (I) the last quar-

ter of such year which can be but is not otherwise a

25 quarter of coverage shall be a quarter of coverage if such
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1 wages equal or exceed $100 but are less than $200;

2 (II) the last two quarters of such year which can be

3 but are not otherwise quarters of coverage shall be

4 quarters of coverage if such wages equal or exceed $200

5 but are less than $300; (III) the last three quarters of

6 such year which can be but are not otherwise quarters

7 of coverage shall be quarters of coverage if such wages

8 equal or exceed $300 but are less than $400; and (IV)

9 each quarter of such year which is not otherwise a quar-

10 ter of coverage shall be a quarter of coverage if sue1

ii wages are $400 or more;

12 "(v) no quarter shall be counted as a quarter of

13 coverage prior to the beginning of such quarter;

14 "(vi) not more than one quarter of coverage may

15 be credited to a calendar quarter; and

16 "(vii) no more than four quarters of coverage may

17 be credited to any calendar year after 1977.

18 If in the case of an individual who has attained age 62 or

19 died or is under a disability and who has been paid wages

20 for agricultural labor in a calendar year after 1954 and

21 before 1978, the requirements for insured status in subsec-

22 tion (a) or (b) of section 214, the requirements for entitle-

23 ment to a computation or recomputation of his primary

24 insurance amount, or the requirements of paragraph (3)

25 of section 216(i) are not met after assignment of quarters
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1 of coverage to quarters in such year as provided in clause

2 (iv) of the preceding sentence, but would be met if such

3 quarters of coverage were assigned to different quarters in

4 such year, then such quarters of coverage shall instead be

5 assigned, for purposes only of determining compliance with

6 such requirements, to such different quarters. If, in the case

7 of an individual who did not die prior to.January 1, 1955,

8 and who attained age 62 (if a woman) or age 65 (if a man)

9 or died before July 1, 1957, the requirements for insured

10 status in section 214(a) (3) are not met because of his

11 having too ew quarters of coverage but would be met if his

12 quarters of coverage in the first calendar year in which he

13 had .any covered employment had been determined on the

14 basis of the period during which wages were earned rather

15 than on the basis of the period during which wages were paid

16 (any such wages paid that are reallocated on an earned basis

17 shall not be used in determining quarters of coverage for sub

18 sequent calendar years), then upon appliiation filed by the

19 individual or his survivors and sat if actory proof of his

20 record of wages earned being furnished by such individual

21 or his survivors, the quarters of coverage in such calendar

22 year may be determined on the basis of the periods during

23 whiih wages were earned.".

24 (d) The amendments made by subsection (a) shall

25 apply with respect to remuneration paid and serviies ren-
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dered after December 31, 1977. The amendmeiUs made by

2 subsections (b) and (c) shall be effective January 1, 1978.

3 ADJUSTMENT IN AMOUNT REQUIRED FOR A QUARTER OF

4 COVERAGE

5 SEC. 602. (a) Section 213(a) (2) (A) (ii) of the

6 Social Security Act, as amended by section 601 (c) of this

7 Act, is amended by striking out "$250" and inserting in

8 lieu thereof "the amount required for a quarter of coverage

9 in that calendar year (as determined under subsection (e))".

10 (b) Section 213 of such Act is further amended by

11 adding at 'the end thereof (after the new subsection added

12 by section 304 of this Act) the following new subsection.•

13 "Amount Required for a Quarter of Coverage
14 "(e) (1) The amount of wages and self-employment

income which an individual must have in order to e cre ite
1.6 with a quarter of coverage in any year under subsection
17

(a) (2) (A) (ii) shall be $250 in the calendar year 1978
18

and the amount determined under paragraph (2) of this
19

subsection for years after 1978.
20 (2) The Secretary shall, on or before November 1 of
21

1978 and of every year thereafter, determine and publish
22 in the Federal Regi.ster the amount of wages and self-
23

employment income which an individual must have in order

to be credited with a quarter of coverage in 'the succee ing\
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calendar year. The 'amount required for a quarter of coy-

2 erage shall be the larger of—

3 "(A) the amount in effect in the calendar year in

4 which the determination under this subsectiin iB made, or

5 "(B) the product of the amount prescribed in para-

6 graph (1) which is required for a quarter of coverage

7 in 1978 and the ratio of the average of the total wages

8 (as defined in regulations of the Secretary and computed

9 without regard to the limitations specified in section 209

10 (a)) reported to the Secretary of the Treasury or his

U delegate for the calendar year before the year in which

12 the determinatiDn under this paragraph is made to the

13 average of the total wages (as so defined and computed)

14 reported to the Secretary of the Treasury or his delegate

15 for 1976 (as published in the Federal Register in

16 accordance with section 215(a) (1) (D)),

17 with such product, if not a multiple of $10, being rounded

18 to the next higher multiple of $10 where such amount is a

19 multiple of $5 but not of $10 and to the nearest multiple of

20 $10 in any other case.".

21 (c) The amendments made by thi9 section• shall be

22 effective January 1, 1978.
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TECHNICAL AND CONFORMING AMENDMENTS

1 SEC. 603. (a) (1) Section 203(f) (8) (B) () of the

2 Social Security Act is amended by striking out "was" wher-

3 ever it appears and inserting in lieu thereof "is".

4 (2) Section 203(f) (8) (B) (ii) of such Act is amended

5 to read as follows:

6' "(ii) the product of the exempt amount de-

7 scribed in clause (i) and the ratio of (I) the aver-

8 age of the total wages (as defined in regulations of

9 the Secretary and computed without regard to the

10 limitations specified in section 209 (a)) reported to

11 the Secretary of the Treasury or his delegate for the

12 calendar year before the calendar year in which the

13 determination under subparagraph (A) is made to

14 (II) the average of the total wages (as so defined

15 and computed) reported to the Secretary of the

16 Treasury or his delegate for the calendar year
17 before the most recent calendar year in which
18 an increase in the exempt amount was en-

19
acted or a determination resulting in suc4 an in-

crease was made under subparagraph ( ), with
21

such product, if not a multiple of $10, being

22
rounded to the next higher multiple of $10

23
where such product is a multiple of $5 but not
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1
of $10 and to the nearest multiple of $10 in any

2 other case.".

(b) (1) The first sentence of section 218(c) (8) of such

Act i3 amended by striking out "quarter" wherever t ap-

pears and inserting in lieu thereof "year", and by striking

6 out "$50" and inserting in lieu thereof "$100',.

(2) Section 218(q) (4) (B) of such Act is amended

8 by striking out "any calendar quarters" and in.serting in lieu

9 thereof "a calendar year", and by striking out "such calendar

10 quarters" and inserting in lieu thereof "such calendar year".

(3) Section 218(q) (6) (B) of such Act is amended

12 by striking out "calendar quarters designated by the State in

13 such wage reports a the" and inserting in lieu thereof

14 "period or periods de.signated by the State in such wage

15 reports as the period or".

16 (4) Section 218(r) (1) of such Act is amended—

17 (A) by strikingout "quarter" in the matter before

18 clause (A) and inserting in lieu thereof "year",

19 (B) by striking out "in which occurred the calendar

20 quarter" in clause (A), and

21 (C) by striking out "quarter" in clause (B) and

22 inserting in lieu thereof "year".

23 (c) (1) Effective with respect to estimates for calen-

24 dar years beginning after December 31, 977, section 224

25 (a) of such Act i8 amended by striking out the last sentence.
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1 (2) Section 224(f) (2) of such Act is amended to read

2 as follows:

"(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

6 product of—

7 "(A) hi3 average current earnings as initially

8 determined under subsection (a);

9 "(B) the ratio of (i) the average of the total wages

10 (as defined in regulations of the Secretary and computed

11 without regard to 'the limitations specified in section

12 209(a)) reported to the Secrtary of the Treasury or

13 hü delegate for the calendar year before the year in

14 which such redetermination is made to (ii) the average

15 of the total wages (as. so defined and computed) re-

16 ported to the Secretary of the Treasury or his delegate

17 for calendar yeai 1977 or, if later, the calendar year

18 before the year in which the reduction was first com-

19 puted (but not counting any reduction made in benefits

20 for a previous period of disability); and

21 "(C) in any case in which the reduction was first

22 computed before 1978, the ratio of (i) the average of

23 the taxable wages reported to the Secretary for the

24 first calendar quarter of 1977 to (ii) the average of the

25 taxable wages reported to the Secretary for the first
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1
calendar quarter of the calendar year before the year in

which the reduction was first computed (but not count-

ing any reduction made in benefits for a previous period

of disability).

Any amount determined under this paragraph which is not

6
a multiple of $1 shall be reduced to the next lower multiple

of $1.".

8
(d) Section 229 (a) of such Act is amended—

9 (1) by striking out "shall be deemed to have been

10 paid, in each calendar quarter occurring after 1956 in

which he" and inserting in lieu thereof ", if he", and

12 (2) by striking out "wages (in addition to the

13 wages actually paid to him for such service) of $300."

14 at the end thereof and inserting in lieu thereof the

15 following: "shall be deemed to have been paid—

16 "(1) in each calendar quarter occurring after 1956

17 and before 1978 in which he was paid such wages, addi-

18 tional wages of $300, and

19 "(2) in each calendar year occurring after 1977

20 in which he was paid such wages, additional wages of

21 $100 for each $300 of such wages, up to a maximum

22 of $1,200 of additional wages for any calendar year.".

23 (e) (1) Section 230(b) of such Act is amended by

24 striking out the last sentence.
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(2) Section 230(b) (1) of such Act is amended to

2 read as follows:

3 "(1) the contribution and benefit base which is in

4 effect with respect to remuneration paid in (and taxabl4'

5 years beginning in) the calendar year in which th

6 determination under subsection (a) is made, and".

7 (3) Section 230(b) (2) of such Act is amended to

8 read as follows:

9 "(2) the ratio of (A) the average of the total

10 wages (as defined in regulations of the Secretary and

11 computed without regard to the limitations specified in

12 section 209 (a)) reported to the Secretary of the Treas-

13 ury or his delegate for the calendar year before the

14 calendar year in which the determination under subsec-

15 tion (a) is made to (B) the average of the total wages

16 (as so defined and computed) reported to the Secretary

17 of the Treasury or his delegate for the calendar year

18 before the most recent calendar year in which an in-

1.9 crease in the contribution and benefit base was enacted

20 or a determination resulting in such an increase wa

21 made under subsection (a),".

22 (f) (1) Effective with respect to convictions after De-

23 cember 31, 1977, section 202(u) (1) (0) of such Act i8

24 amended by striking out "quarter" wherever it appears and

25 inserting in lieu thereof "year".
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1
(2) (A) Section 205(c) (1) of such Act is amended by

2
striking out "(as defined in section 211 (e))".

(B) Section 205(c) (1) of such Act is further amended

by adding at the end thereof the following new subpara-

graph:

6
"(D) The term 'period' when used with respect to

7 self-employment income means a taxable year and when

8 used with respect to wages means—

9 "(i) a quarter if wages were reported or should

10 have been reported on a quarterly basis on tax

11 returns filed with the Secretary f the Treasury or

12 his delegate under section 6011 of the Internal Rev-

13 enue Code of 1954 or regulations thereunder (or

14 on reports filed by a State under section 218(e)

15 or regulations thereunder),

16 "(ii) a year if wages were reported or should

17 have been reported on a yearly basis on such tax

18 returns or report$, or

19 "(iii) the half year beginning January 1 or

20 July 1 in the case of wages which were reported or

21 should have been reported for calendar year 1937.".

22 (0) Section 205 (o) of such Act is amended by insert-

23 ing "before 1978" after "calendar year".

24 (g') The amendments made by subsection (b) of this

25 section shall apply with re.spect to remuneration paid after
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1 December 31, 1977. The amendments made by subsections

2 (d) and (f) (2) shall be effective January 1, 1978. Except

3 a otherwise specifically provided, the remaining amend-

4 ments made by this section shall be effective January 1,

1979.

6 PART B—AMENDMENTS TO THE INTERNAL REVENUE

7 CODE OF 1954

8 DEDUCTION OF TAX FROM WAGES

9 SEC. 611. (a) Section 3102(a) of the Internal Reve-

10 nue Code of 1954 is amended by striking out "or (C) or

11 (10)", and by inserting after "is less than $50;" the fol-

12 lowing: "and an employer who in any calendar year pays.

13 to an employee cash remuneratiOn to which paragraph (7)

14 (C) or (10) of section 3121 (a) is applicable may deduct

15 an amount equivalent to such tax from any such payment of

16 remuneratiort, even though at the time of payment the total

17 amount of such remuneration paid to the employee by the

18 employer in the calendar is less than $100;".

19 (b) (1) Paragraphs (1) and (2) of section 3102(c)

20 of such Code are each amended by striking out "quarter"

21 wherever it appears and by inserting in lieu thereof "year".

22 (2) Paragraph (3) of section 3102(c) of such Code

23 is amended—

24 (A) by striking out "quarter of the" in subpara-

25 graph (A); and
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1
(B) by striking out "quarter" wherever it appears

2
in subparagraphs (B) and (C) and in.9erting in lieu

3
thereof "year".

(c) The amendments made by this section shall apply

with respect to remuneration paid and to tips received after

6 December 31, 1977.

7 TECHNICAL AND CONFORMING AMENDMENTS

8 SEC. 612. (a) Sections 3121 (a) (7) (C) and 3121

(a) (10) of the Internal Revenue Code of 1954 are each

10 amended by striking out "quarter" wherever it appears and

in$erting in lieu thereof "year", and by striking out "$50"

12 and in$erting in lieu thereof "$100".

13 (b) Section 3121 (a) of such Code is amended by strik-

1.4 ing out "or" at the end of paragraph (14), by striking out

15 the period at the end of paragraph (15) and in$erting in lieu

1€ thereof "; or", and by adding after paragraph (15) the

17 following new paragraph:

18 "(16) remuneration paid by a'n organization

19 exempt from income tax under section 501 (a) (other

20 than an organization described in section 401 (a)) or

21 under section 521 in any calendar year to an employee

22 for service rendered in the employ of such organization,

23 if the remuneration paid in such !,iear by the organiza-

24 tion to the employee for such service is less than $100.".
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(c) Section 3121 (b) (10) of such Code (as amended

2
by section 302(e) (4) of this Act) i8 amended by strik-

ing out "(10) (A)" and all that follows down through

"(B) service" and inserting in lieu thereof "(10) service",

and redesignatinq clauses (i) and (ii) as subparagraph$

6
(A) and (B), respectively.

(d) Sections 3121 (b) (17) (A) and 3121(g) (4) (B)

8 of such Code are each amended by striking out "quarter"

and inserting in lieu thereof "year".

10 (e) The amendments made by this section shall apply

with respect to remuneration paid and services rendered

12 after I)ecember 31, 1977.

13 PART C—CONFORMING AMENDMENT TO THE RAILROAn

14 RETIREMENT ACT OF 1974

15 COMPUTATION OF EMPLOYEE ANNUITIES

16 SEC. 621. (a) The last sentence of section 3(f) (1) of

17 the Railroad Retirement Act of 1974 is amended—

18 (1) by inserting "paid before 1978" after "in the

19 case of wages", and

20 (2) by inserting "and in the case of wages paid

21 after 1977" before the period at the end thereof.

22 (b) The amendments made by this section shall be

23 effective Jan uarij 1, 1978.
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1
TITLE Vu—MISCELLANEOUS PROVISIONS

2 ACTUARIAL REDUCTION OF BENEFIT INCREASES TO BE

3 APPLIED AS OF TIME OF ORIGINAL ENTITLEMENT

4 SEC. 701. (a) Effective with respect to monthly benefits

payable for months after December 1977, section 202(q) (4)

6 of the Social Security Act is amended by striking out all that

7 follows subparagraph (B) and inserting in lieu thereof the

8 following..

"then the amount of the reduction of such benefit (after the

10 application of any adjustment under paragraph (7)) for

each month beginning with the month of such increase in the

12 primary insurance amount shall be computed under para-

13 graph (1) or (3), whichever applies, as though the increased

14 primary insurance amount had been in effect for and after

15 the month for which the individual first became entitled to

16 such monthly benefit reduced under such paragraph (1) or

17 (3).".

18 (b) For purposes of applying section 202 (q)(4) of

19 the Social Security Act, as amended by subsection (a) of

20 this section, to monthly benefits payable for any month after

21 December 1977 in the case of an individual who was

22 entitled to a monthly benefit a reduced under section 202

23 (q) (1) Or (3) of such Act prior to January 1978, the
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1 amount of reduction in 8uch benefit for the first month for

2 which such benefit is increased by reason of an increase in

the primary insurance amount of the individual on whose

4 wages and self-ernployment income such benefit is based and

5 for all subsequent months (and similarly for all subsequent

6 increases) shall be increased by a percentage equal to the

7 percentage of the increase in such primary insurance amount

8 (such increase being made in accordance with the provi-

9 sions of section 202(q) (8) of such Act). Where such mdi-

10 vidual's benefit, reduced under section 202(q) of such Act,

11 is increased as a result of the use of an adjusted reduction

12 period or an additional adjusted reduction period (in ac-

13 cordance with paragraphs (1) and (3) of such section 202

14 (q)), then for the first month for which such increase is

1 effective and for all subsequent months, the amount of such

16 reduction (after the application of the previous sentence,

17 if an increase in the primary insurance amount is appli-

18 cable) shall be determined—

19 (1) in the case of old-age and spouse's insurance

20 benefits, by multiplying such amount by the ratio of (A)

21 the nwnber of months in the adjusted reduction period

22 to (B) the number of months in the reduction period,

23 (2) in the case of widow's and widower's insurance

24 benefits for the month in which such individual attaiis

25 age 62, by multiplying such amount by the ratio of
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1 (A) the number of months in the reduction period

2 beginning with age 62 multiplied by 1940 of 1 per

3 centum, plus the number of months in the adjusted reduc-

4 tion period prior to age 62 multipled by 1940 of 1 per

5 centum, plus the number of months in the adjusted

6 additionAal reduction period multiplied by 4o of 1 per

7 centum to (B) the number of months in the reduction

8 period multiplied by 19%o of 1 per centum, plus the

9 number of months in the additional reduction period

10 multiplied by 4 40 of 1 per centum, and

ii (3) in the case of widow's and widower's insurance

12 benefits for the month in which such individual attains

13 age 65, by multiplying such amount by the ratio of (A)

14 the number of months in the adjusted reduction period

15 multiplied by 1940 of 1 per centum, plus the number of

16 months in the adju$ted additional reduction period mul-

17 tiplied by 4%4 0 of 1 per centum to (B) 'the number of

18 months in the reduction period beginning with age 62

19 multiplied by 1 % of 1 per centum, plus the number of

20 months in the adjusted reduction period prior to age 62

21 multiplied by 19/40 of 1 per centum, plus the number

22 of mont1 in the adjusted additional reduction period

23 multiplied by 4% 40 of 1 per centum,

24 with each such decrease being made in accordance with the

25 provisions of section 202(q) (8) of such Act.
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1 (c) When an individual is entitled to more than one

2 monthly benefit under title Ii of the Social Security Act for

3 any month and one or more of such benefits are reduced under

section 202(q) of the Social Security Act, as amended by

this Act, subsection (b) of this section shall apply separately

6 to each such benefit before the application of section 202(k)

of such Act (pertaining to the method by which monthly bene-

8 fits are offset when an individual is entitled to more than one

kind of benefit), and the application of this subsection shall

10 operate in conjunction with section 202(q) (3) of the Social

Security Act.

12 (d) (1) Section 202(q) (7) (C) of the Social Security

13 Act is amended by striking out "because" and all that follows

14 and inserting in lieu thereof "because of the occurrence

15 of an event that terminated her or hi3 entitlement to such

16 benefit3,".

17 (2) Section 202(q) (3) (H) of such Act is amended

18 by inserting "for that month or" after "first entitled".

19 ELIMINATION OF CERTAIN OPTIONAL PAYMENT PROCE-

20 DURES UNDER THE OLD-AGE, SURVIVORS, AND DISA-

21 BILITY INSURANCE PROGRAM

22 SEC. 702. (a) (1) The first sentence of section 202(j)

23 (1) of the Social Security Act is amended by striking out

24 "An individual" and insertinq "Subject to the limitations

contained in paragraph (4), an individual" in lieu thereof.
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1
(2) Section 202(j) of such Act is further amended by

2
inserting at the end thereof the following new paragraph.•

"(4) (A) Except as provided in subparagraph (B), no

individual shall be entitled to benefits under subsection (a),

(b), (c), (e), or (f) for any month prior to the month

6
in which he or she files an application for such benefits if the

effect of such payment would be to reduce, pursuant to

8
subsection (q), the monthly benefits to which such mdi-

vidual would otherwise be entitled.

10 "(B) (i) If the individual applying for retroactive

benefits is applying for such benefits under subsection (a),

12 and there are one or more other persons who would, except

13 for subparagraph (A), be entitled for any month, on the

j basis of the wages and self-employment income of such in-

15 dividual and because of such individual's entitlement to such

16 retroactive benefits, to retroactive benefits under subsection

17 (b), (c), or (d) not subject to reduction under subsection

18 (q), then subparagraph (A) shall not apply with respect

19 to such month or any subsequent month.

20 "(ii) If the individual applying for retroactive benefits

21 is a surviving spouse, or surviving divorced spouse who is

22 under a disability (as defined in section 223(d)), and such

23 individual would, except for subparagraph (A), be entitled

24. to retroactive benefits as a disabled surviving spouse, or

25 surviving divorced spouse for any month before he or she
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1
attained the age of 60, then subparagraph (A) shall not

2
apply with respect to such month or any subsequent month.

"(iii) If the individual applying for retroactive benefits

has excess earnings (as defined in section 203(f)) in the

year in which he or she files an application for such benefits

6
which could, except for subparagraph (A), be charged to

months in such year prior to the month of application, then

8 subparagraph (A) shall not apply tc so many of such

months immediately preceding the month of application as

10 are required to charge such excess earnings to the maximum

extent possible.".

12 (3) Section 226(h) of such Act is amended by adding

13 at the end thereof the following new paragraph.•

14 "(4) For the purposes of determining entitlement to

15 hospital insurance benefits under subsection (b) in the case

16 of an individual described in clause (iii) of subsection (b)

17 (2) (A), the entitlement of such individual to widow's or

18 widower's insurance benefits itnder section 202(e) or (f)

19 by reason of a disability shall be deemed to be the entitle-

20 ment to such enefit that would result if such entitiemeni

21 were determined without regard to the provisions of sec-

22 tion 202(j) (4).".

23 (b) The amendments made by this section shall be

24 effective with respect to applications for benefits under title
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1 II of the Social Security Act filed on or after January 1,

2 1978.

3 EARLY MAILING OF BENEFIT CHECKS WHERE REGULARLY

4 SCHEDULED DELIVERY DAY FALLS ON SATURDAY,

5 SUNDAY, OR LEGAL HOLIDAY

6 SEC. 703. (a) Title VII of the Social Security Act is

7 amended by adding at the end thereof the following new

8 section:

9 "TIME FOR DELIVERY OF BENEFIT CHECKS WHEN REGULAR

10 DELIVERY DAY FALLS ON A SATURDAY, SUNDAY, OR

11 LEGAL HOLIDAY

12 "SEC. 708. (a) If the day regularly designated for the

13 delivery of benefit checks under title II or title XVI falls on a

14 Saturday, Sunday, or legal public holiday (as defined in

15 section 6103 of title 5, United States Code) in any month,

16 the benefit checks which evould otherwise be delivered on

17 such day shall be mailed in time for delivery, and delivered,

18 on the first day preceding such day which is not a Saturday,

19 Sunday, or legal public holiday (as so defined), without re-

20 gard to whether the delivery of such checks would as a re-

21 sult have to be made before the end of the month for which

22 such checks are issued.

23 "(b) If more than the correct amount of payment under

24 title II or XVI is made to any individual as a result of the
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1 receipt of a benefit check pursuant to subsection (a) before

2 the end of the month for which such check i.s issued, no action

3 shall be taken (under section 204 or 1631 (b) or otherwise)

4 to recover such payment or the incorrect portion thereof.".

5 (b) The amendment made by subsection (a) of this

6 'section shall apply with respect to benefit checks the

7 regularly designated day for delivery of which occurs on or

8 after the thirtieth day after the date of the enactment of this

9 Act.

10 DEFINITION

11 SEC. 704. As used in this Act and the amendments to

12 the Social Security Act made by this Act, the term "Sec-

13 retary" means, unless the context otherwise requires, the

14 Secretary of Health, Education, and Welfare.
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PROVIDING FOR CONSIDERATION
OF H.R. 9346, SOCIAL SECURiTY
FINANCING AMENDMENTS OF
1977

Mr. BOLLING. Mr. Speaker, by direc-
tion of the Committee on Rules, I call
up House ResolutIon 839 and ask for its
immediate consideration.

The Clerk read the resolution, as
follows:

H. Rxs. 839
Resolved, That upon the adoption of this

resolution it shall be In order to move, clause
1(1) (6) of rule XI and sections 303(a) (2)
and 303(a) (4) of the Congressional Budget
Act of 1974 (Public Law 93-344) to the con-
imry notwithstanding, that the House re-
solve itself. into the Oommlttee of the Whole
Rouse on the State of the Union for the
consideration of the bin (H.R. 9346) to
amend the Social Security Act and the In-
ternal Revenue Code of 1954 to strengthen
the flnancolng of the .sociai security system,
to reduoe the effect of wage and price fluc-
tuation on the system's benefit structure, to
provide coverage under the system for omcers
and employees of the United States, of the
State and local governments, and of non-
profit organizations, to Increase the earnings
limitation, to eliminate certain gender-based
distinctions and provide for a study of pro-
posals to elimInate dependency and sex dis-
crimination from the social security program.
and for other purposes. After general debate,
which shall be confined to the bill and shall
continue not to exceed three and a half
hours, three hours to be equally divided and
controlled by the chairman and ranking mi-
nority member of the Committee on Ways
and Means, and a half hour to be equally
divided and controlled by the chairman and
ranking minority memler of the Committee
on Post Office and Civil Service, the bin shall
be read for amendment under the five-min-
ute rule. It shall be in order to consider the
amendment in the nature of a substitute rec-
ommended by the Committee on Ways and
Means now printed in the bill as an original
bill for the pui'poeè of amendment under the
five-minute rule, said substitute shall be
considered as having been read for amend-
ment and shall not be subject to a demand
for a division of the question in the House
or In Committee Of the Whole, and all points
of order against Baid substitute for failure to
comply with the provisions of clause 5 of
rule XXI and of sections 303(a) (2) and 303
(a) (4) of the Congressional Budget Act of
1974 (Public La93—344) are hereby waived.
No amendments to the bill or to the commit-
tee amendment In the nature of a substitute
shall be in order except the following amend-
ments to the committee amendment In the
nature of a substitute: said amendments
shall be in order any rule of the House to
the Contrary notwithstanding, shall not be
subject to amendment except as specified In
this resolution, shall not be subject to a
demand for a division of the question in the
Rouse or In Cqmmlttee of the Whole, and
shall only be coraidered in the following
order:

(I) the amendment recommended by the
Committee .on,.Poet Offise and Civil Service
now printed in tt bill, and said amendment
shaft hO subjeó to a substitute consisting of
the text of an amendment printed in the
Congraisiobal isecord of october 17, 1977, by,
and If offered by, Representative Fisher of
Virginia;

(2) an amendment printed. in the, Con-
gressional Record of October 17, 1977, by, and

CONGRESSIONAL RECORD —HOUSE
If offered by, Representative Jenkins of Geor-
gia to 'title I of the committee amendment
In the nature of a substitute;

(3) an. amendment., printed in the Con-
gressiOnal,Reooed of October 18, 1977, by, and
if offered by, Representative Pickle of Texas;

(4) an. amendment printed in the Con-
gressional Record of October 18, 1917, by, and
if offered by, Representative Corman of
California;

(5) an amendment printed in the Con-
gressional Record of October 17, 1977, by, and
if offered by, Representative Stelger of
Wisconsin;

(6) an amendment printed in the Con-
gressional Record of OctOber 17, 1977, by, and
if offered by, Representatvie Ketchum of
California;

(7) nit amendment printed in the Con-
gressional Record of October 17, 1977, by, and
if offered by, Representative Jenkins of (leer-
gla adding a new title VIII to the committee
amendment in the nature of a substitute;
and

(8) an amendment in the nature of a sub-
stitute for the committee amendment in
nature of a substitute consisting of the text
of the bill H.R. 9505 if offered by Representa-
tive Conable of New York,
Debate under the five-minute rule on each
amendment made in order by this resolution
to the committee amendment in the nature
of a substitute or to an amendment thereto
shall continue not to exceed thirty minutes,
to be equally divided and controlled by the
proponent of the amendment and the chair-
man of the Committee on Ways and Mesas
or his designee. At the conclusion of the con-
sideration of the bill for amendment, the
Committee shall rise and report the bill to
the House with such amendments as may
have been adopted, and any Member may de-
mand a separate vote in the House on any
amendment adopted in the Committee of the
Whole to the bin or to the committee amend-
ment in the nature of a substitute. The
previous question shall be considered as or-
dered on the bin and amendments thereto
to final passage without intervening motion
except one motion to recommit with or with.
out instructions.

The SPEAKER pro tempore. The
gentleman from Missouri (Mr. BOLLING)
is recognized for 1 hour.

Mr. BOILING. Mr. Speaker, I yield 30
minutes to the gentleman from Ohio
(Mr. Larra), pending which I yield my-
self such time as I may consume.

Mr. Speaker, this Is an unusual rule
and a complicated rule, but it Is a rule
very carefully• designed to be fair and
equitable. It Is designed especially at the
request of the two committees Involved
and it Is designed to give the House and
Its Members an opportunity to work
their will on a very complicated, diffi-
cult, and Important matter.

When the rule was before the Commit-
tee on Rules, It was clear that all the
members, virtually all the members of
the two committees Involved, were sup-
portive of the rule and felt that it was
necessary to have thIs kind of rule In
order to deal with this extraordinarily
difficult matter. That being the case, Mr.
Speaker, I hope there will be little real
opposition to the matter. I think it should
be considerbd. X think the rule should
be adopted. I think that the matter be-
fore us Ohofl4 be acted on.

1 therefore. .xeseive the balance of m
time.

Mr. BAVMAN Mr.. Speaker, will the
gentleman yield for a question?
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Mr. BOILING. I yield to the gentle-
man from Maryland.

Mr. BAUMAN. 'Mr. $perter The rule
on pages 2 and 4 refers' to debate under
the 5-minute rule. Reading the context
of the rule, I do not see any 5-minute
rule permitted. All I see Is a 30-minute
rule to be controlled by the proponents
and the opponents of each of the eight
amendments made in order. That se-
verely limits the usual rights of all Mem-
bers, save a select few.

This Is a rather extraordinary ap-
proach to the 5-minute rule. I assume It
even prohibits pro forma amendments.
That Is a rather severe limitation on
debate, even if the matter is extraor-
dinarily difficult.

Mr. BOLLING. Mr. Speaker, there is
no question it Is a limitation on debate,
but It really Is not quite as limited as
debate used to be vn virtually all Wa,s
and Means Committee matters. It used
to be they were considered under closed
rules, so this Is an attempt to give to
the House an opportunity In an orderly
fashion to deal with the key questions
that came up In the various committees.
In that sense, it Is a liberation. In an
other sense, It Is a limitation.

Mr. BAVMAN. Mr. Speaker, if the
gentleman will yield further, I would
say to the gentleman that one man's
liberation Is another man's slavery. It
seems to me if pro forma amendments
are not In order then we do not have
any rights under the 5-minute rule. The
Committee on Rules Is dealing with a
rather euphemistic phrase even to refer
to it. I thank the gentleman.

Mr. LATI'A. Mr. Speaker, I yield my-
self such time as I man consume.

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

Mr. LATrA. Mr. Speaker, I think the
gentleman from Missouri has adequately
described this rule. I would like to em-
phasize that it Is a closed rule, except for
certain amendments made In order by
the Committee on Rules—to be offered
by whom? Members of the Committee on
Ways and Means. No other Member of
this House will be permitted to offer an
amendment, nor can any àf these
amendments to be proposed by the eight
members of the Committee on Ways and
Means be amended. We either take them
or leave them Just as they are proposed.

As a matter of fact, It Is another one
Of these "trust us" arrangements made
In order for the Ways and Means Com-
mittee.

Mr. Speaker, Members of the House
will once again be relegated to the role
of second-class Congressmen by this
resolution, with the exception of mem-
bers of the Committee on Ways and
Means. How does this come about? We
always hear the argument In the Com-
mittee on Rules that you cannot offer
any amendments to tax bills on the floor
In this body because we might Inadvert-
ently adopt an amendment which would
cost the Treasury some revente. Then
what happens when the bill gets over. on
the eUler side of this Capito'. Building?.
Do.they have such a rule?

No1 all Members of the U.S. Senate can
offer amendments to tax bills on the
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door. I do not know how the Ways and
Means Committee can prevail as of tesr as
fl does before the House Rules Commit-
tee and before this body on these requests
for so-called modified closed rules, but It
does; and surely It did In this instance.

Let me say that, being from Ohio and
having the Ohio State public employees,
schoolteachers, county employees, local
employees, fully covered by their own re-
tirement systems, It goes without saying
that we had more mall In the last week
against mandating their coverage under
the social security system than during
any comparable time In my memory. And
certainly, it goes without saying that I
am going to support the Fisher amend-
ment, even though I cannot amend it,
because It does strike out their coverage
under social security. I applaud him as a
member of the Ways and Means Corn-
rnltitee for offering the a,msndn1nt.

Let me say that I cannot believe that
the Ways and Means Committee would
attempt to bi1g all of these millions of
people not now covered by social security,
and having their own Individual retire-
ment systems, Into the social security
yutem without the benefit of any bear-

higs. But, this fact was so testified before
the Rules Committee—no hearings;

The Ways and Means Committee said:
'We want you, we are going to bring you

In within a 2-year period. After we bring
you in, we are going to have a study for
the purpose of determining how we will
treat yOu and your tremendous lnv&.-
ment in your own retirement systems."
Would this be fair and equitable?

Well, hopefully this procedure will not
te agreed to by this House. Let me say I
have heard from the Governor of Ohio,
in opposition to this proposal. I would
like to read what he says In paragraph 2
of his letter:

Should this bili become law in its amended
Ionn. it would immediately cost the State of
Ohio over $35 million in aflUftl payroll
taxes.

Where would this extra money come
from?

We had testimony before the Rules
Committee that another State, the State
of California. would Immediately have
increased costs of something like $400
million. And who prepared these cost fig-
ures? Well, they were prepared by the
National Conference of Legislatures; the
National League of Cities; the National
Association, of Counties; and the United
States Conference of Mayors. I could in-
sert other figures in the RECORD as to how
much It would cost other States, how
much It would cost various counties, and
how much It would cost certain cities If
this mandated coverage put in by the
Ways and Means Cbmmittee Is not
stricken by- the Fisher ainendnient but I
will not do so. They are all available to
the Members.

Let me say in Ohio, and probably a
good many other States, many schools
are closing. Why? Because of lack of
funds. Yet, believe It or not, they are.
bringing in the teachers and other school
employees under this provision and
would be putting additional financial
burdens on the school districts.

How much would this cost these school

diatricts? Well, 'It will cost them an
added 6 perent of their payroll at the
beginning with more lateT. I have a mall-
gram from Dr. ?ranklln Walters, super-
intendent of public Instruction, Ohio
Department of Education. Let me read
just a paragraph of what be says about
this legislation before us today.

This change—
Meaning bringing schoolteachers In

under social security—
could in effect destroy many of the public
•mployee retirement systems such as the
State Tenchers Retirement System in Ohio.
The extra costa placed on school districts
to participate in a dual system. and other
differences in the system such as retire-
ment age, render the two systems incompati-
ble and would create great Snancial strain on
achoc districts. Much further study Is re-
quired before such a move should be con-
sidered.

Mr. Speaker, schoolteachers are under-
paid, In my opinion, for the valuable
and lasting service they provide. I know
it to be a fact that many of them have
taken a lesser salary over the years of
their service with the thought that they
would have an adequate retirement sys-
ten—.paid for by deductions of 8 percent
from their paychecks and payments of
another 13 percent by the board Of edu-
cation—awaiting them when they no
longer answer the class bell. To now deny
them this retirement or to modify It In
any way, would be unfair and wrong.

Where would the school districts,
which are having a hard time keeping
their doors open now, get this added
money to pay Into the social security
system when voters are rejecting operat-
ing levies in some school districts at
present?

I have another telegram from Louis
Koenig, chairman of the Ohio State
Teachers Retirement Board, In opposi-
tion to this provision.

I have a wire from John Hauck, exec-
utive director of the Buckeye Association
of School Administrators, against It.

I have a telegram from the president
of the Ohio Federation of Teachers. AFL.-
dO, which reads:

As you know, on October 20, 1977, the
Rouse of Representatives Is scheduled to hear
BR. $346 which would place the State Re-
tirement Systems of Public Reployees under
the national Social Security System.

Some states have public employees who
are covered both by their own retirement
systems and social security. This Is not the
case in Ohio nor do Ohio teachers desire to
be included in the Social Security System
now.

Talk about local government. We have
heard from practically every village and
every city in my district, in opposition to
this provision. Why? Because they do not
have these extra funds and their em-
ployees are satisfied with the retirement
systems they now have.

Mr. STEIGER. Mr. Speaker, will the
gentleman yield?

Mr. LATIA. When I finish my state-
ment I will be happy to yield to the gen-
tleman, a member of the Committee on
Ways and Means, which reported this
bill.

Mr. Speaker, let me say I have a let-
ter from the city of Bowling Green,
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which sets forth how much this added
coverage will cost this community.

Mr. Speaker, I wonder If the Commit-
tee on Ways and Means gave any thought
as to how the additional funds would be
raced If this provision became law?

Mr. GIBBONS. Mr. Speaker, if the
gentlemin will yield, may I help the gen-
tleman on that point?

Mr. LATTA. No, I do not need the gen-
tleman's help at this point.

Mr. Speaker, let me say that no
thought—no thought—was given by the
Committee on Ways and Means, which
had no hearings on it, as to where these
extra dollars would come from to main-
tain these local communities, counties,
school districts, and the States, if this
extra burden was thrust upon them.

Mr. Speaker, let me say that I have
a telegram In my hand from the Ohio
County Officials Association, in opposi-
tion to this provision.

And so the opposition goes. I just
wished I could insert all of the letters
we received In opposition to this pro-
posal In the Rscoas, but it would be too
eostly to do so.

Mr. MOTI'L. Mr. Speaker, will the
gentleman yield?

Mr. LATI'A. I yield to the gentleman
from Ohio (Mr. Morn.) who is not a
member of the Committee on Ways and
Means, but who knows something about
the Ohio situation If this provision stays
In the bill.

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

Mr. MOTFL. Mr Speaker, I rise to op-
pose the rule and the bill because I sin-
cerely feel that the entire effort by the
Ways and Means Committee, to bolster
the financially distressed social seèurity
trust funds, Is a total disaster.

Their answer to the social security
trust fund dilemma is to add Federal,
State. and local employees Into the social
security system when most of these em-
ployees are extremely reluctant to join
and are presently happy with their own
retirement systems.

There has been no explanation by the
Ways and Means Committee as to what
will happen to the present retirement
funds they have paid Into for so many
years.

Therefore, I support the Fisher
amendment to exclude the Federal, State,
and local employees from the Social se-
curity system.

Another aspect or this bad piece of
legislation Is to raise dramatically the
taxes charged to the employer and em-
ployee over the next few years.

I would suggest that the Ways and
Means Coinnilttee consider my proposal
which I have Introduced in the past two
sessions of Congress that would impose
a severance tax on natural resources such
as oil, natural gas, coal, uranIum, tim-
ber, salt, et cetera, that are extracted bY
private companies from Federal lands.
The proceeds of this severance tax would
be used to make solvent once again the
social security trust funds. I think this is
a much more palatable solution to the
entire dilemma.

I also oppose the rule because there is
not an opportunity to offer additional
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constructive amendments to the Ways
and Means Committee'S proposal as con-
tained In HR. 9346.

Mr. VYLIE. Mr. eaker, will the
gentleman yield?

Mr. LATI'A. I yield to the gentleman
from Ohio (Mr. WYLna) who knows
something about this.

Mr. WYL. I thank the gentleman for
yielding.

Mr. Speaker, I want to state my strong
opposition to the Incorporation of public
employee retirement syBtems Into the
social security fund..

As a member of the general assembly
for the State of Ohio, I partlc1pted In
the drafting of legislation on •whlch the
five State employee retirement funds In
the State of Ohio are based.

I have a letter here from the Ohio
Education Association, Sally Savage,
president, who states:

The Ohio Education Association and Its
members are totally and unalterably opposed
to mandatory Inclusion of -Ohio teachers
under Social Security.

She talks about the fine, well-funded,
and actuarially Bound teacher's retire-
ment system which she thhfr will be
jeopardized by Inclusion In this system.

So I think the gentleman from Ohio
(Mr. Lern) has performed a very valu-
able service by his statement. I. too, have
received more mall on this particular
Issue than on any Issue since I have been
In Congress. I am unalterably opposed to
the Inclusion provision and I will support
the Fisher amendment. I thank my
friend for y1eidIn and wIsh to commend
him for his statement.

Mr. LAA. Mr. Speaker, I thank the
gentleman for his comments.

Let me just continue. I have a couple
more things to say, and then I wIll be
happy to yield.

I was happy to read this morning that
Secretary Califano has felt the heat and
saw the light on the Fisher amendment
and is now supporting It. This Indicates
what people at the grassroots can do
when they get aroused on an Issue and let
their voices be heard.

I am glad the administration got the
word, but Cailfano should have gotten
the word on some of the other amend-
ments made In order which he Is not
supporting. He is only supportIng the
Fisher amendment, according to the
Washington Post of October 26, 1977.
He is not supporting, for example, the
Pickle amendment which is made In
order by this rule.

In the legislation before us today, there
Is a provision for borrowing from the
General Treasury for social security pur-
poses. What would this mean? It means
that whenever they run low, they can
borrow what they need from the General
Treasury. Now, the people have already
spoken out against financing social secu-
rity from general revenues In nO uncer-
tain terms. Once they dip In the General
Treasury, how could they ever pay It
back? Raise more taxes and nobody
wants more taxes.

Mr. ULLMAN. Mr. Speaker, will the
gentleman yield?

Mr. LAT'rA. I will be happy to yield
to the chairman of the Committee on
Ways and Means.
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Mr. LTJMAN. Mr. eaker, I think
the gentleman would want the record
to be perfectly clear. In the event that
the borrowing authority were triggered.
I think the gentleman would want the
record to be clear In stating that the
bill provides for an automatic rate In-
crease, and that would result In a pay-
back to the general fund. That is an
automatic tax rate Increase, If they bor-
row, so we know It Is going to be paid
back.

Mr. LATTA. Mr. Speaker, let me ask
the chairman of the Committee on Ways
and Means this question: How could the
gentleman at this moment tell us how
much that increase would be when he
does not even know how much borrowing
would be required?

Mr. ULLMAN. Well, we do have a
formula. The rate increase will remain
In effect until the payback Is accom-
plished, and only for that long. I think
it Is a good trigger mechantem. and it
maintains the provision as a very sound
proposition.

Mr. LATTA. Mr. Speaker, this poInts
up In a small way why we are In the
trouble. We thought we had actuarially
sound recommendations coming from
the Committee on Ways and Means In
the past.

We cannot estimate the size of the tax
Increase today, because we do not know
how much they are going to borrow
tomorrow. To say that we can do this is, I
think, a little bit ridiculous.

Everybody knows the social security
system is In financial trouble. In a cou-
ple of years the social security system
is going to be broke unless something is
done about it. Something has to be done
about it, but we do not have to raid other
retirement systems to do it.

We had testimony before the COnmilt-
tee on Rules that they really were not
going to raid these systems, but then In
the next breath they say the only way
we can have the Fisher amendment Is
to put In a tax to offset what they would
have gotten from these other retirement
systems. They cannot have It both ways.

The question. Is: How did the social
security system get Into the financial
condition It is In, In the first place? Well,
because the pay-outs were greater than
the pay-Ins. It Is not actuarially sound,
and we ought to do something about it.
We ought to recognize this problem and
then make it actuarially sound.

We should not do as they would have
us do today: Pass a rule that says,
"Trust us. Don't amend this bill. Our
actuaries are the best."

These are undoubtedly the same group
of actuaries who have been advising the
committee over the years.

What should be done about putting
the system back on an actuarially sound
baèls? Should It not be fair for the peo-
pie who are going to participate In the
retirement fund to help make It
actuarially sound?

Mr. GIBBON8. Mr. Speaker, will the
gentleman yield on that point?

Mr. LATTA. I will be happy to yield
to the gentleman from Florida.

Mr. GIBBONS. Mr. Speaker, I am Im-
pressed wfth the gentleman's sincerity,
his honesty, and his desire In wanting to
do the correct thing. I want to help him
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understand this program a little, If x
may.

May I ask. first of all, is the gentle-
man for this rule or against this rule?

Mr. LAT'rA. I am against this rule.
Mr. GIBBONS. Then the gentleman

and I are on the same side.
Let me help explain why the public

employees in Ohio do not want to come
In the system. It is because they can get
in anyway.

I know the gentleman represents all
the people In his district from Ohio, not
just the public employee.

Here is what the public employee can
do and does do today: A public employee
is not prohibited frOm participating In
the social security system, so the public
employee In Ohio contrIbutes as little as
$111 in a lifetime In taxes to the social
security system.

Does the gentleman know how much
that public employee draws out the first
day he is retired? Does the gentleman
know how much he would draw out in
the first month's payment after having
contributed $111?

Mr. LATTA. Is the gentleman refer-
ring to this proposed legislation?

Mr. GIBBONS. No; I am referring to
existing law.

Mr. LATTA. The existing law came
out of the Committee on Ways and
Means. They had a closed rule so that
other Members could not amend it on
the floor.

Mr. GIBBONS. Mr. Speaker, if the
gentleman will yield further, the existIng
law would allow that public employee to
draw $114 In benefits for 1 month after
having made contributions In a lifetime
of just $111 to the social security sys-
tem. Therefore, the cost of that would
be passed on to other taxpayers In Ohio,
whom the gentleman represents.

Mr. Speaker, 1 am sure that the gen-
tleman wants to be fair. He does not
want to prefer public employees over all
of the other people.

Mr. LATrA. Absolutely not. I just
want to protect the retirement funds to
which these people have contrIbuted
over the years.

Mr. Speaker, I refuse to yield any fur-
ther as my time is running out.

Mr. GIBBONS. I know the gentleman
wants to be fair about this matter.

Mr. LATTA. You are correct about
that.

The SPEAKF pro tempore. The gen-
tleman from Ohio (Mr. LADrA) refuses
to yield further.

Mr. LATI'A. That is correct, Mr.
Speaker.

I will just answer the gentleman by
saying that he is a member of the Com-
naittee on Ways and Means, and it
brought out this legislation under a
closed rule so that it cannot be amended
other than In the form dictated by the
Ways and Means Committee. You either
take it or leave it.

Mr. Speaker, I am glad to hear that
the gentleman is with me in opposIng
this rule.

• As .1 mentioned before the Committee
on. Rules, they have the power In that
committee to bring out legislation to pro-
hibit precisely what the gentleman re-
ferred to here, so-called double dipping.

That is all they have to do, Mr. Speak-



II 11530 CONGRESSIONAL EJCORD— HOUSE October 26, 1977

er. If they are against that., all they
need to do Is to bring the legislation out
here on the floor and pass it.

Mr. GIBBONS. .Mr. Speaker, If the
gentleman win yield further, that Is
what we have done In this bilL

Mr. LATrA. No, what the Committee
on Ways and Means Is attempting to do
Is to put public employees into the sys-
tem who do not want In; and I am going
to see to It, as far as my vote and influ-
ence Is concerned, that they are not
brought In.

Mr. SNYDER. Mr. Speaker, will the
gentleman yield?

Mr. LATrA. I yield to the gentleman
from Kentucky.

My. SNYDER. Mr. Speaker, I was In-
terested In the comment of the gentle-
man from Florida (Mr. GIBBONS) about
how someone could pay $111 in a life-
time to the social security system and
get $114 In benefits the first month of
retirement under the system. I do not
question that.

However, when the social security
amendments were brought out over the
years, as the gentleman said, It was done
under a closed rule. They assured us that
they were actuarially sound.

I would say, based on that assurance,
they are actuarially sound.

Mr. LATI'A. Mr. Speaker, let me just
say In conclusion that I think the public
employees who are In the State systems
or the county systems or in the local
systems are going to prevail on this Is-
sue this time. They are going to prevail,
but they must to remain vigilant. These
same forces are going to be back here
next year or the next year attempting
to raid their retirement systems. So I
caution these public employees to be
forever vigilant and alert if they want
to retain and maintain their actuarial-
ly—and I repeat "actuarlally"—sound
retirement systems In the future.

Mr. BOLLING. Mr. Speaker, I have
no further requests for time at the mo-
ment.

Mr. LATIA. Mr. Speaker, I yIeld 2
minutes to the gentleman from Missouri
(Mr. C0LF.MAN).

(Mr. COLEMAN asked and was given
permission to revise and extend his re-
marks.)

Mr. COLEMAN. Mr. Speaker, I oppose
the rule to HR. 9346 because of the man-
datory Inclusion provisions. I agree that
there are some good factors In this bill
which Is coming up before us: but the
fact that we will not have the opportu-
nity to amend or change the three alter-
natives or the three options which we
have before us, that are mandatory In-
clusions, causes me to rise in opposition
to the rule.

Mr. Speaker, let us look at the three
options which the Committee on Rules
has given us.

One excludes Federal employees from
the social security system. The price of
this amendment Is a blatant discrimina-
tion against those employees in the State
and local and municipal systems.

Option No. 2 excludes not only Fed-
eral workers, but also State and local
workers and noiproflt employees. The
price of this amendment is that we ore
gotag to have to peas a tax Increase evëh

greater tln the one the b.411 has In It.
The third option they give us to put

everybody In the social security system,
h'iiclndlng ourselves and the staffs of the
Congress.

Mr. Speaker, I suggest that there are
the three. options which the Committee
on Rules has given us. I do not think that
these options are adequate to address the
problem we have today. The social secu-
rity problem confronting us Is more than
just something that should be done in a
day or In 2 weeks.

The gentleman from Ohio (Mr. Lm)
Indicated that the people back home at
the grassroots level are upset about this
and they are writing to us and calling us.
Indeed, this leg1slatin was proposed to
be on our calendar last week before they
ever got the word of what we were going
to do to help them. Thank goodness, we
did not get it last week. We have it this
week, and over the weekend they have
been calling us, and they have been writ-
ing to us. I suggest to the Members that
in my own State 44,000 teachers are go-
ing to be placed under the social security
system against their will, and we are tell-
ing them that we are not going to affect
at all their pension system. Who knows?
We do not know. The Committee on
Ways and Means has not told us. You and
I will be voting on amendments on
things we do not have full knowledge of.

Mr. LATIA. Mr. Speaker, I yield 1
minute to the gentleman from California
(Mr. KETCHUM).

(Mr. KETCHUM asked and was given
permission to revise and extend his re-
marks.)

Mr. KETCHUM. Mr. Speaker, while I
normally do not support a closed or
modlflcd open rule, I am willing to face
facts. This is the only rule we could get.
I would like to see the whole body debate
in depth everything that has been said
here.

I do want to correct one statement that
was just made on my side of the aisle,
and that Is that the public employees
did not hear anything about this until
last Wednesday. That Is baloney. It was
announced on September 8. The hear-
ings took place in the subcommittee I
believe on September 18. If they did not
know anything about this, believe me,
they have got to be deaf, dumb, and
blind.

I am asking thIs body to pass this rule
only so we can get on with the debate
on a bill that Is very necessary. I hope
that some of the amendments can be
adopted. I do not believe that the bill in
Its entirety Is perfect. I believe that the

ruIe before us Is the very best that the
Committee on Rules can come up with,
and I ask that the Members support the
rule.

Mr. LATIA. Mr.. Speaker, I yield 1
minute to the gentleman from North
Carolina (Mr. MARTUi).

(Mr. MARTIN asked and was given
permission to revise and extend his re-
marks.)

Mr. MARTIN. Mr. Speaker, thIs rule
is a good Innovation. For years the Inter-
twining complexity of tax legislation was
protected from floor amendments that
would raid the Treasury, bY the device
of a closed rule. That way, no amend-

meats whatsoever could be considered by
the House.

Recent efforts to open this process to
the 398 congressIonal districts not repre-
sented on the Ways and Means Commit-
tee have been less than satisfactory. In
effect, these rule experiments favored
amendments only If they were offered
by liberal Democrats. That denied the
opportunity for the House to consider
amendments that came from any. rival
philosophy.

To open up the rule entirely so as to
make in order any amendment would
unfortunately set the stage for passing
a lot of disastrous proposals. It would be
lrresIstily tempting, for example, to
amend social security to pay out bigger
benefits without having to worry about
either a corresponding tax Increase or the
fiscal predicament of the system.

With one exception; namely, the
amendment to be offered by the Com-
mittee on Post Office and Civil Service,
thIs rule sets a standard of fiscal respon-
sibility. It requires (with that one excep-
tion) that amendments must balance
expenditures and revenues so as not to
change the fiscal balance of the overall
package.

That makes sense, but it ought to be
extended to all Members.

If you want to increase benefits to
those over 65 who are still gainfully
employed, you must combine that with
a tax increase to pay for it.

If you want to reduce the tax increase
of this bill, you must reduce benefits
somewhere in order to maintain the
balance.

If you want to allow some 6 million
public employees to continue to be able
to qualify for social security benefits
that will exceed what they put into the
system, by excusing them from manda-
tory universal coverage, then you must
tie that to a substitute tax increase on
the other 100 million workers. You've got
to do that to pay for continuing the
windfall benefit to any public employees
who take legal advantage of the present
system. Somebody has got to come up
with the billion dollars.

That Is a sound concept for a tax bill
rule, If you want to sweeten the payout—
you must also define who will have to pay
more in.

Mr. LAT1'A. Mr. Speaker, I yield 3
minutes to the gentleman from New
York (Mr. CONABLE).

(Mr. CONABLE asked and was given
permission to revise and extend his re-
marks.)

Mr. CONABLE. Mr. Speaker, I rise in
strong support of this rule. It is not a
perfect rule. It Is not the best of possi-
ble parliamentary situations when every
Member in this body cannot propose
anything he wants. But I tell the Mem-
bers quite frankly that our propensity
for doing whatever lovely thing we want
to do whenever we want to do it, regard-
less of the consequences, Is one of the
reasons that we have got the solal
security system in some trouble. This
rule Is necessary.t

The rule Is carefully designed, as the
gentleman from Missouri said, to try
to deal with the major options that we
think the Members may want to ad-



October i6, j97q
dress In the course of considering how to
Improve the situation of the social
security system. Unlem we piovide
financing as well as the opportunities
for providing benefits—unless we do
that, we can be sure the situation of
the social security system will get worse.

It has been said that the Ways and
Means Committee has not performed
well because we are not In an actuarially
Sound condition at this point. I want to
recall to the Members that In 1972, In
a bill that did not come from the Ways
and Means Committee at all but was a
Senate amendment to a debt ceiling bill,
we provided for a 2b-percent benefit in-
crease with no financing whatsoever ex-
cept a revision of the actuarial assump-
tions, and everybody who was In Con-
gress at that time participated In that
wonderful opportunity to provide bene-
fits to people without the unpleasant
other side of the obligation: the financ-
ing.

The Ways and Means Committee could
not have anticipated the birth rate, the
unemployment rate, or the fact that we
were going to have contInuing Increases
In the longevity and the number of re-
tired people who are going to be draw-
ing these benefits for extended periods
of time.

The antidote for this actuarially un-
sound condition obviously Is not to go
to a situation in which once again we
can provide every benefit we want re-
gardless of the cost to a closed-end sys-
tem. So I ask the Members In accepting
this less-than-perfect rule to consider
what the realities facing us are rather
than what they would like as a parlia-
mentarily m1mum option type of
amendment procedure.

We simply must face this Issue. Unless
we are willing to face It on a realistic
basis, we can foresee only further dl-
culty with the social security system.

Mr. L&'I'IA. Mr. Speaker, I yIeld 1 ad-
dItional minute to the gentleman from
Missouri (Mr. CoLsax).

Mr. COLEMAN. Mr. Speaker, I want to
get bank to my 44,000 MissourI school-
teichers who have Just found out what
Is going to happen to them. We are being
asked to vote on things that are going to
affect not only my Missouri school-
teachers but also firemen In Plorida, po-
licemen In Pennsylvania, college profes-
sore in Kansas, and road workers In
Rhode Island. I say let us oppose the rule
and send It back and find out the an-
swers to some of the questions we have
afld then let us consider what the rami-
fications will be for not only the elderly
but also for those now In their thirties,
forties, and fifties who, If we do not make
some changes, will find they are not ge-
Ing to receive any benefits from their
social seeirity payments.

Mr. BOILING. Mr. Speaker, clearly
this rule on this very important matter
should be passed.

Mr. KETCRUM. Mr. Speaker, will the
gentleman yield?

Mr. BOLLING. I yield to the gentle-
man from CalIfornia,

Mr. KEI'CHUM. I think the gentle-
man or his Courtety in y1sl(hL

Isimply take thourna to aqvas.
tion. Under the rule any of the ameo4-
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menta made in order under the rule
must be balanced. If an amendment Is
offered to take something out or add
something In, It must be accompanied
with a wage base Increase or tax in-
crease to bring the bill back Into balance.
Is my understanding correct?

Mr BOILING. That was the under-
lying basis for the Rules Committee
action. The chairman of the Ways and
Means Committee testified to that effect
in the Rules Committee, and It Is my
understanding that amendments made
in order would be balanced.

Mr. KETCHUM. I appreciate the gen-
tleman's courtesy in yielding.

Mr. LArrA. Mr. Speaker, will the
gentleman yield?

Mr. BOILING. I yield to the gentle-
man from Ohio.

Mr. LATI'A. Mr. Speaker, I under-
stand If the loss were $1 billion due to
a certain, amendment, that loss would
have to be made up by providing $1 bil-
lion In new revenues. The amendments
would have to be self-supporting.

Mr. ULLMAN. Mr. Speaker, will the
gentleman yield?

Mr. BOILING. I yield to the gentle-
man from Oregon.

Mr. ULLMAN. The gentleman Is 001'-
rect. If the amendments are carried,
then the increased benefits would have
to be compensated by increases in taxes
to make up for that. Insofar as the
Federal, State, and local government
employees are concerned, there will be
a Fisher amendment that will totally
accommodate their problem. If we re-
move those groups, there will be a slight
Impact on the fund, and therefore we
have to refurbish the fund with a small
tax Increase. But I do not think there Is
a Member here who would want to de-
plete the fund and have It get Into an
unsound condition.

So If a Member opposes the inclusion
of the Federal and State and local gov-
ernment employees, there Is an
ment ready-made to take them out of
the bifi.

Mrs. FENWICK. Mr. Speaker, will the
gentleman yield?

Mr. BOILING. I yield to the gentle-
woman from New Jersey.

• Mrs. FENWICK. Mr. Speaker, It seems
to me the gentleman from Missouri (Mi.
Bou.nso) and the gentleman from
Oregon are not in agreement. As I under-
stood the answer to the question of Cur
colleague, the• gentleman from Cali-
fornia, every amendment has to be self-
contained; In other words. If that
amendment contains an Increase In ex-
penditure, that same amendment would
have to contain an Increase In taxes.

is that wrong? According to what I
understood the gentlemaü from Oregon
to say, the amendment might be adopted,
but then would be followed by another
amendment.

Mr. ULLMAN. No; the amendment Is
self-contained. U we Increase benefits or
expenditures from the trust fund In an
amendnient, In the same amendment We
have to Increase the taxes to compensate
for the loss.

Mr. CONABLE. Mr. Speaker, will the
gea*iemrs yield?

Mr. BOILING. I yield to the gentle-
man from New York.
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Mr. CONABLE. Mr. Speaker, I would
like to point out that the Nix amend-
ment Is n$ a self-contained amendment.
For that reason, we have to make an
exception.

Mr. ULIMAN. Mr. Speaker, If the
gentleman will yield further, I am glad
the gentleman raised the Issue. There-
f ore, the Fisher amendment will be a
substitute for the Nix amendment, which
will accomplish the purpose of eliminat-
ing Federal, State, and local employees,
and refurbish the fund with the Increase
In revenue, all at the same time.

Mr. BOILING. Mr. Speaker, I move
the previous question on the resolution.

The previous question was ordered.
The SPEAKER pro tempore. The

question Is on the resolution.
The question was taken; and the

Speaker pro tempore announced that
the ayes appeared to have It.

Mr. LATrA. Mr. Speaker, I object to
the vote on the ground that a quorum Is
not present and make the point of cider
that a quorum Is not present.

The SPEAKER pro tempore. Evidently
a quorum Is not present.

The Sergeant at Arms wifi notify ab-
sent Members.

The vote was taken by electronic de-
vice, and there were—yeas 265, nays 153.
not voting 19, as follows

(Roll No. 6981
YEA8—265

Addabbo Dodd Kastenmeler
Akaka Downey Kemp
Alexander Drinan Ketchum
Aminerman Duncan, Oreg. Keys
Anderson. Early Krueger

Calif. Eckhsrdt LaS'alce
Anderson. fl Edwards,Ala, I.e Pants
Andrews. NC. Edwards, c.iit. Lederer
Annunslo Eliberg Lehman
Applegate English Lloyd, CaUf.
Ashley Evans. 0010. Long, La.,
Aspin Evans. Os Lujan
Badilio Fsry Lundine
Baldul Penwick Mcolory
Barnard Fisher MCCorma
Beard. B.!. Pithian McDade
Beilenson Flippo MoEwen
Bevili Flood MoFall
Blaggi Plane McKay
Blngham Flowers Mahon.
Boggs Foley Mann
Boland Ford. Teiin. Markey
Boiling Forsythe Martin
Bonlor Fountain liathie
Bonker Fraser Mettox
Brademas Frey MSZZOU
Breaux Puqus Meeds
Breckinnidge Gemmage Metcalf e
Brinkley Gaydos Meyner
Brodhead Gepbardt Mlkulakj
Blocks Olalmo Mlkva
Burke, Calif. Oilman Miller, cant.
Burke, MR. Gina Mlnet
Burieeon. Tax. Gore MinIsh
Burtison. Mo. Oradison Mitchell, lid.
Burton, John Oudger Mitchell. NT.
Burton. Philip Hall Moakley
Byton Hamilton Moffett
Carney Hanley Molloban
Cam Hannaford Montgomery
Cederberg ifarkin Moorhead, Pa.,
Chisholin Harrlngton Moss
aay Harris Murphy, Ill.
Collins. us. Hawkins Murphg. N.Y.
Conable Herner Murphy, Pa,
Oonyers Heftel Murtha
Corman iilhIs Myers, Michael
Oornwefl Holland Hatcher
Cotter Hollenbeck Neal
D'Amours Howard Nodal
Danielson Hubbard Nichol
Davis Huokaby Nix
Delaney Ichord Nolan
DeUums Jenkins Nowak
Dent Jenrette O'Brien
Derrick Johnson. Calif. Oskar
flake • Jones. NC. Obey
Dlggs Jones, Tens. Ottinger

Jordan
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Patterson Euppe TaOn$ai
Pattlson Bumo Tucker
Pease Ryan Udall
Pepper Santini Vflman
Pettla Scheuer Van Deerlin
Pickle Sebellus Vender jagt
P1k. Selberling Vanik
Poage Shipley Vento
Prossler Sikes Waggonne?
Prayer Simon Waigren
Price Slek Walsh
Pur.efl Skelton Wampler
Qule Black Watkins
Quillen Smith, Iowa Waiman
Rahail Smith, Nebr. Weaver
Raileback Solar. Weiss
Rangel SpeUman Whitley
Reuse St Germain Whitten
Richmond Stagger. Wiggins
Rlaenhoover Stanton Wilson; C. H.
Bodino Stark Wilson, Tax.
Boa Steed Wirik
Bogere Steer. Wright
RoncaifO Stelger Yates
Rooney Stokes Yatron
Rose Stratton Young, Pta.
Rosenthal Studda Young, Mo.
Roetenkowaki Stump Zablocki
Roybal mona Zoferetti
Runnels Thdrnton

NAYS—153
Abdnor Edwards, Okla. MODODSId
Allen Emery McKlnney
Ambro Brtel Madigan
Andrews, Evans, Del. Maguire

N. DeL Evans, md. Marks
Archer Fascell Marlenee
Arm_st2ong Pindley Marriott
Ashbrook - Flynt Michel
AuCoin Ford, Mich. Milford
Badham Fowler Miller, Ohio
Befall. Preuzel Moore
Baucus Gibbons Moorhead,
Bauman Gllckmsn Calif.
Beard, Tens. Goldwater Mottl
Bedell Gonzalez Myers, Gary
Benjamin Goodling Myera, John
Bennett Graaaley Perkins
Blanchard Guyer Quayle
BloWn Hagedorn Regula
Bowen Hemmer- Rhodes
Broomfield .cbmldt Rinaldo
Brown, Mich. Hansen Robert.,
Brown, Ohio Hanha Robinson
Broyhill Heckler Rousselot
Buchanan Hightower Rudd
Eurgener Holt Sarasin
Burke, Pie. Eoltzman -Satterfield
Butler Horton Sawyer
Caputo Hughes Schroeder
Caner Hyde Bchulze
Cavanaugh Jacob. Sharp
Clausen, Jeffords Shustar

Don H. Johnson, 0010. Skubltz
Cleveland Jones. Okla. Snyder
Cochran Kasten Spence
Cohen Karen Stangeland
Coleman Kelly Stocan
Collins, Tax. Kildee Bymsos
Conte Kindness Taylor
Corooran Koatmayer Trailer
Cornell Krebe Treen
Cougblln Lagomarelno Trible
Crane Latta Volkmer
Cunningham Leach Walker
Daniel, Den— Leggett Whit.
Daniel, H. W. Lent Whitehuret
de la Oarza Levitas WilsOn, Bob
Derwlnskl LivIng.ton Wins
DeriDe Lloyd, Tenn. Wylie
Dickinson Long, Md. Young, Alaska
Dornan Lott Young, Tex,
Duncan, Tenn. Luken
Edgar Mccio.key

NOT VOTING—iS
Brown, Calif. Koch Thoiupson
Cbsppell McHugh Whalen
Clawaon, Del Ober.tar Wolff
Brlenborn Fatten Wydler
Fish Pritchard
Ireland Tesgue

The Clerk announced the following
pairs:

Mr. Thompson with Mr. Del Claweon.
Mr. Wolff with Mr. Wydler.
Mr. Patton with Mr. Fish.

r. Koqh with Mr. Erlenborn.
&z. Teigue with Mr. Pritchard.
Mr. McHugh with Mr. Whalen.
Mr. Ireland with Mr. ChappeD.
Mr. Oboretar with Mr. Brown of California.
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Mrs. CKLER and Messrs. DI iA
GARZA, EINALDO, BAUCUS, 8KV-
B1TZ, HYDE, and YOUNG of Alaska
changed their vote from yea" to "nay."

Mr. CHARLES WILSON of Texas
changed his vote from "nay" to "yea."

So the resolution was agreed to.
The result of the vote was announced

as above recorded.
A motion tO reconsider was laid on

• the table.

PERMISSION FOR COMMITFEE ON
SMALL BUSINESS 1 FflE REPORT

Mr. SMITH of Iowa. Mr. Speaker, I
itnqnimO., consent that the cofl3

mittee on Small Business may have un-
til midnight tonight to file a report.

The SPEAKER pro tempore (Mr. Ros-
vnqxowsmcx). Is there objection to the
request of the gentleman from Iowa?

There was no objection.

SOCIAL SECURITY F'INANCING
AMENDMENTS OF 1977

Mr. ULLMAN. Mr. Speaker, I move
that the House resolve Itself into the
Committee of the• Whole House on the
State of the Union for the consideration
of the bill (H.R. 9346) to amend the So-.
clal Security Act and the Internal Rev-
enue Code of 1954 to strengthen the fl-
nancing of the social security system, to
reduce the effect of wage and price fluc-
tuation on the system's benefit structure,
to provide coverage under the system for
officers and employees of the United
States, of the State and local govern-
-monte, and of nonprofit organizations, to
increase the earnings limitation, to elim-
inate certain gender-based distinctions
and provide for a study of proposals to
eliminate dependency and sex discrimi-
nation from the social security program,
and for other purposes.

The SPEAKER pro tempore. The ques-
tion Is on the motion offered by the gen-
tleman from Oregon Mr. ULLws).

The motion was agreed to.
ni THE COMMiTTEE OP THE WHOLE

Accordingly the House resolved Itself
Into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill HR. 9346, with Mr.
EvANS of Colorado In the chair.

The Clerk read the title of the bill.
By unanimous consent, the first read-

ing of the bill was dispensed wIth.
The CHAIRMAN. Under the rule, the

gentleman from Oregon (Mr. UwiAN)
will be recognized for 1 '/2 hours, the gen-
tleman from New York (Mr. CosanLE)
will be recognized for 1 hours, the gen-
tleman from Pennsylvania (Mr. NIx).
Will b recognized for 15 mInutes, and
the gentleman from Illinois (Mr. DER-
wncsxx) will be recognized for 15 mIn-
utes.

The Chair recognizes the gentleman
from Oregon (Mr. ULLIzAN).

Mr. VLLMAN. Mr. Chairman, I yield
myself 10 mlnuts.

Mr. Chairman, the Committee on Ways
and Means brings to the Rouse today a
goclal security bill of vital concern to
virtually every Anieijcan. Practically
every American Is either a beneficiary
under the social security system, a
tributor building protection which will
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provide future beeflts, or a dependent
of a contrlbutoy.. About 93 percent of
people 65 years of age and older are eligi-
ble for bedefits.' -More than 33 million
persons, one out ofseven Americans, are
receiving beneflt checks each month.
Benefits this year, including hospitaliza-
tion, will exceed $100 billion for the first
time. About 107 millIon individuals are
paying social security taxes this year.

Unfortunately, In the last few years
this huge system has developed financing
problems which require the most serious
and careful attention of the Congress.
Starting In 1975, the system began to
run annual trust fund deficits with outgo
exceeding acome. In 1977, the cumula-
tive deficit In the three funds financed
from the payroll tax Is expected to reach
$5.6 billion. These trends have caused a
loss of confidence in the system both on
the part of current beneficiaries and of
workers paying social security taxes who
expect to receive benefits In the future.
I am sure that Members of the House are
aware through communications from
their constituents of the fears that have
been aroused.

I sin glad to be able to report to the
House that your Committee on Ways and
Means has fashioned a financIng bill,
H.R. 9346, whIch will restore social se-
curity to a sound basis and enable us to
tell our constituents that we have met
the problems that have caused their jus-
tified concerns. The provisions of this bill
will turn the system around so that It Is
estimated to run a surplus in the next 25
years. It will eliminate approximately
four-fifths of the long-range deficit
which is figured on a 75-year basis. It will
meet the most pressing single problem,
the status of the disability Insurance
fund, which is estimated to run out of
money completely by early 1979 or late
1978 unless corrective action is taken. It
will do these things without increasing
social security taxes over present law for
the low- and middle-income worker be-
fore 1981.

Economic conditions in the last few
years have contributed heavily to the
short-range social security financing
problems which have developed since the
last time the system's financing sched-
ules were adjusted In 1973. Rates of In-
flation have been much higher than
were expected, leading to substantially
large annual cost-of-living increases In
benefits than had been estimated. Un-
employment also has been higher so that
Income Into the system was affected, be-
cause fewer workers than expected were
contributing and outgo was affected as
well, because more people applied for
benefits.

The long-range deficit In the system,
now estimated at the unsustainable rate
of 8.2 percent of taxable payroll, Is the
result of two factors. One Is a flaw in
the benefit formula put into the Society
Security Act In 1972 when automatic
cost-of-living adjustments were added to
the system. This formula would result
in much higher benefit levels beginning
In the 1990's thAn Were intended or that
workers could be asked to support with

- their payroll taxes.' The second factor
Involves demographic trends which have
developed In a way that Is highly wi-
favorable to the social eeurity financing
arrangements. The high birth rates after
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WorldWarfl and 'the very low 'birth
rates of recent years mean that, around
the turn of. the century, the number of
workers paying taxes to support the sys-
tem will drop to about, two for every one
beneficiary as compared with a 3-to-i
ratio at present. I am glad to be able
to report that the provisions of H.R. 9346
will reduce the long-range deficit to 1.69
percent of payroll. Your committee be-
lieves that, since the bill will put the
social security system fully In balance
through the year 2010. the remaining
long-range deficit can be dealt with at a
later time when more Is known about
how the economic and demographic fac-
tors affecting the system develop.

H.R. 9346 Includes Important "de-
coupling" provisions to correct the un-
intended effects of the benefit formula
adopted In 1972. The provisions are de-
signed to stabilize future benedt replace-
ment rates , on a permanent basis at
about 5 percent lees than these that will
be paid in 1979. The replacement rate
Is the benefit received as a percentage
of final earnings just before the bene-
ficiary went on the social security rolls.
Under the provisions, benefit amounts
payable to workers who retire In the
future would generally reflect the In-
crease in the standard of living that oc-
curs dthing their working years. Once
an Individual begins receiving benefits.
these would be adjusted annually to keep
up with the cost-of -living as under pres-
ent law. This "decoupling" provision
would eliminate more than half of the
system's present long-range deficit.

In adjusting the social security financ-
lug schedules to meet the problems of
the system, your committee followed the
traditional and tested method. That Is.
changes were made In both the payroll
tax rates and the taxable wage base, and
the 50-50 system was malzl,tained under
which employers and employees both pay
each year on 'the same taxable base.
.Under H.R. 9346, there would be tax rate
Increases over present law in 1981, 1985.
and 1990. In effect accelerating the 1 per-
cent OASDI tax rate Increase scheduled
for the year 2011 under present law. The
taxable base would be raised In the years
1978 through 1981 above the levels that
would be reached under present law. In
1981 the base level provided In the bill
would cover 00. percent of earnings as
compared wIth 85 percent at present.
When social security was established In
the 1930's. more than 92 percent of earn-
ings were covered by the original $3,000
taxable base. The financing provisions of
the bill 'also would reallocate Into the
disability Insurance trust fund some rev-
,enues from the old age and survivors In-
surance and hospitalization insurance
trust funds.

Your committee also included In the
bin provision for automatic loans from
Federal general revenues to the OASDI
trust funds whenever the assets In a fund
drop betow, 25 percent of the outgo from
the 'fund In a calendar year. It Is the
committee's expectation that these loans
wili not have to bemadeif the financing
provisions work as' now calculated. How-
ever, this loan feature;does provide addi-
tional assUrance tO'. beneficiaries and
wOrkers that' the'systent will continue to
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be fully viable even In the face of sudden
unfavorable economic conditions. Under
this feature of the bill, there would be
autOmatic repayment of the loans
through the proceeds of temporary pay-
roll tax Increases Which would be trig-
gered If the loans had to be made.

'The bill would carry out a concept of
universal coverage under social security
by bringing Into the system on a man-
datory basis about 6 million Federal,
State, and local government employees
and employees of nonprofit organiza-
tions. These are the largest groups not
now covered by social security. The pro-
visions would make the coverage effec-
tive January 1, 1982, to allow time for
adjustments to be made In the benefit
systems under which these workers may
now be covered. As fo Federal employ-
ees In the -civil service rCtirement sys-
tem, the bill directs that a plan be de-
veloped for coordinated social security-
civil service coverage which Is designed
to provide for them benefits and costs
under a dual system equivalent to what
they now expect under the civil service
retirement system alone.

H.R. 9346 contaIns some provisions to
improve social security bents with the
financing schedules arranged to cover
the additional costs. One of the features

-of social security which many Members
of the House consistently want liberal-
ized Is the retirement test or earnings
limitation. The bill would Increase to
$4,000 In 1978 and to $4,500 In 1979 the
amount a beneficiary aged 65 to 72 call
receive ll the year without any loss of
social security benefits. Under present
law, the limitation would be $3,240 In
1978 and an estimated $3,480 In 1979.

Other benefit provisions In the bill
would Increase the retirement credit for
'persons working beyond age 65 so that
their benefits would be Increased 3 per-
cent for each year they di not draw

'social security payments up to age 72 in-
stead of 1 percent as at present; In-
crease the special minimum payment for
Individuals who work under social se-
curity for many years but at low wages;
provide that widows and other' bene-
ficiaries would not lose benefits, because
'of remarriage; and revise a number of
relatively minor provisiOns In the Social
8ecurlty Act so that men and women
would be guaranteed the same rights.

The bin 'also contains a provision, the
International Social Security Agree-
ments Act, authorizing the President to
enter Into agreements With foreign coun-
tries which could provide additional
benefits for, Americans who work for
periods In foreign countries, so long as
this country extends the same treatment
to foreigners who work In the United
States.

.1 include a full description of H.R.
i1346 In the RECORD at this point:'

-' A. TINANdING
1. I,wreo,se in 'contribution and benefli

base -

Your committee's bill provides for increas-
'Ing the contribution and benefit base—in
four Steps—to a level where about 90 percent
of all payroll i covered' employment would
be taxable for social security purposes (and
about 93 percent of all workers would have
theh' fun earn1n credited for benefit put-
poees). AccordIngly, the bill' Would increase
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the base to $19,900 in 1978, $22,900 in 1979,
$25,900 in 1980. and $27,900 in 1981, with
automatic adjustments to keep up with aver-

'age wage levels thereafter (as under present
law).

2. Changes in OASDII I contribution rates
Your committee baa included provisions

for allocating a small portion of future in-
come from currently scheduled HI tax-rate
increases to the OASDI program. In add!-
tlon, tax rates for the OASDI program for
employers and employees, each, would be in-
creased (beyond the increases resulting from
reallocation of scheduled HI tax-rate In-
creases, which do not result in any net
OASDBI tax rate increase over present law).

Specifically, the reallocations from HI to
OASDI would be 0.1 percent each for 1978-80
and 0.05 percent each for 1981 and after.
Aiso, the OASDI contribution rates would be
further Increased from 5.0 percent each, b
0.15 percent each In 1981. an additIonal 0.30
percent each in 1985. and another 0.55 per-
Cent each for 1990-2010. The reallocations
plus the rate Increases result In OASDI rates
of 5.05 percent for 1979—80, 5.15 percent for
1981—84, 545 percent for 1985-89. and 6 per-
cent for 1990 and after.

3. Changes in self-employed contribution
rates for OASDI

Your committee's bill would restore the
self-employed rate to Its original level of one
and one-half times the employee rate. effec-
tloe In 1981. (Since 1972, the social security
cash benefits contribution rate for the self-
employed has been below the level of one
and one-half times the employee rate that
was originally provided when the self-em-
ployed were first covered under the social
security program in 1951.)

4 Change in allocation to the disability
insurance trust fund

The committee bill would allocate an a4li-
tlonal 0.35 percent of taxable payroll in the
early years and even higher additional allo-
cations in later years to the disability insur-
ance trust fund to assure the financial
soundness of the disability Insurance pro-
gram.
5. Standby authority for loans to Ui-a OASDI

trust funrotn general revenues with re-
payment tax provision
Your committee In especially concerned

about the need for the public—current and
future workers as well as social security bene-
ficiaries—to be assured that the program will
be able to meet its benefit obligations at all
times. While the other actions your 'commit-
tee has taken would restore the financial
soundness of the program, your committee
believes that a further guarantee of the fu-
tute financial 'stability of 'the cash benefit
program Is necessary.

Accordingly, your committee has included
provision granting standby authority for
'automatic loans to the social security cash
benefit trust funds from Federal general rev-
enues whenever the assets of a cash trust
funds drop below a 25.percSnt level of outgo.
Your committee emphasizes Its belief that.
under reasonable projections, It wiU not be-
come necessary for -such loans to the trust
funds to be made. If ucb loans are made in
the future, the committee bill would pro-
•vtde for temporary social security tax-rate
Increases of 0.1 percent for employees ann
employers, each, and 0.15 percent for the
self-employed, when the reserve level Is 34
percent or less and the loan debt exceeds $5
billion, to provide funds to repay the loans;
repayment would begin when the reserve
level rises above 30 percent. -

B. REVISED BENEFIT STRUCTURE

About h&lf of the existing lone-range
deficit in the OASDI program Is the result of
unintended effects of the 'cost-of-living
increase provisions of present law. The basic
problem under the present benefit structure
Is that future bOneflia for current vockers
will reflect increases In both wages and prices



1! 11534

that .Occur during their working years. As a
result, replacement rates—4njtjal benefits as
a percent of Jfleretirement óarnlngB.-.are
erratic and unpredictable and, under current
long range economic assumptions, aie proj-
ócted to rise significantly Over tne. About
one-half of the 10115-range deficit 15 due to
rising replacement mtes In the future.

The bin would prevent the unintended rise
In future replacement rates (and costs), and
eseur. that future replacement rates would
remain fairly constant at a level approxi-
mately 5 percent lower than the level that
will prevail In January 1919. A major feature
of the plan Is that the wo,' eigs (and
the benefit formula) would be Indexed to
reflect the change In wage levels that has
ooou1i'ed during his working llfethne. As a
result, benefits would be based on the
worker's relative earnings position averaged
over his working Ilfetime.

1. Wage indexing oj earniflgs
A work's earnings would be updated

(Indexed) to just prior to when the worker
reaches age 82, becomes disabled, or dies to
yefisot the Increases In average wages that
have occurred since the earnings were paid.
(Under present law, i worker's earnings are
counted In actual dollar value.) The worker's
earnings would be. Indexed by multiplying
the actual earnings by the ratIo of average
wages In the second year before he reaches
age 62, becomes disabled, or dies to the aver-
age wages In the year being updated.

2. Base year for indexing
A worker's earnings would be Indexed by

average wage Increases through the second
year before age 6.2 (the age of first eilglbil-
ity), dIsability, or death, Earnings after age
62 or disability would be counted In actual
dollar amount; cost-cl-living Increases would
apply beginning with age 62, disabifity, or
death.

3.. Corn put ati on period
Benefits would be based on a worker's

Indexed earnings averaged over the number
o peers after 1950 (or age 21. If later) up to
the year be reaches age 82, becomes disabled,
or lies, whichever, occurs flrsj (excluding 5
years of lowest Indexed e&ninge or no earn-
ings). U under present law, the comoutatlon
period would expand from 28 years for those
reaching age 62 In 1979, no to 85 years for
those reaching age 82 in 1991 or later.

4. Benefit formula
The benefit formula shown below would be

applied to the average Indexed monthly earn-
ings (AU6E) of workers who reach age 62, be-
come disabled, or die In 1979:

90 percent of the first $190 of AIME, plus
32 percent of A ova $180 through

A of $1,085. plus 15 percent of AIME
above $1,085.

For those who becemb eligible for bene-
fits In the future, the dollar amounts (bend
points) In the formula would be adjusted
automatically (and rounded to the nearest
dollar) as average wages Increase.
• 5. Maximum family benefit

Mnum family bflefite would bear 'te
taiñe relationahip to primary insurance
amounts (PlA) te they do bnder present
law—ranging from 150 percent to 188 per-
cent of the PIA. The family nmTlmum would
be determined by applying the following
formula to the worker's PIA:

160 percent of the first $280 PIA, plus
272 perCent Of PIA'$ Over $280 through

$332, plus
• 134 percent of PTA'. over $382 through
$483, plus "

175 percent of FlAg above $433.
In the future, the dollar amounts In the

formula would be lncyeèséd (and rounded to
the naagegt dollar) based on Increases In
average wages.

.. irr.nsiuon
A worker who reache, age 62 after 1918

and before 1989 would be guaranteed a bone-
fit no 1ow. than he would have received
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under present law as of January 1979. For
purposes of the guarantee, the January 1979
benefit table would not be subject to future
automatic benefit Increases but all indi-
vidual benefits would be subject to all cost-
of-living Increases In benefits beginning with
age 82. ThIs guarantee would not apply In
disability and death cases.

7. Treatment of earnings after age 62 or
disability

Esrnlgs subsequent to. the year of first
elIgibilIty (age 62) or onset of disability
would be counted at actual dollar value (I.e.,
unindexed) and substItuted for earlier years

• of Indexed earnings If. they would Increase
the worker's AIME and his PtA. -

S. Increase in delayed retirement credit
For workers reaching age 82 after 1978,

the current delayed retirement credit of 1
percent per year would be Increased to 8 per-
cent per year beginning at age 65 and taking
account of months up to age 72 for which
benefits are not paid. (For workers eligible
for retirement benefits before 1979, the cur-
rent 1-percent per year credit would continue
to apply.)

Estimated number of people affected and
dollar payments: In 1988 (the first year In-
creased benefits reflecting the 8-percent de-
layed retrlement credits would be payable
based On credits provided for 1982), 100,000
people would ,get higher benefits, and $15
million In addItional payments would be
made as a result of his provisIons.

9. Freeze the minimum benefit
The benefit for future bene-

.flciarles would be frozen at an amount equal
to the minimum benefit In effect In January
1979 (estlmgted to be about $121). Benefits
based on the n-iinlmuin would be kept up to
date with risIng prices only alter age 62, dIs-
ability, or death.

Estimated number of people affected and
dollar payment: Some 160,000 people Would
be affected by tus amendment, and benefit
payments would be reduced by an estimated
$7 million In the first full calendar year, 1980.
10. Increase in the special minimum benefit

Under present law, a special minimum
benefit is provided for long-term low-paid
workers equal to $9 times the number of years
of Coverage a worker has In excess of 10 and
up to 80; the special m1,tmum benefit Is not
subject teD cost-of-living Increases under the
automatic adjustment provisions. The bill
would Increase the $9 figure to $11.50 and
provide that the specIal minimum would be
kept up to date wIth future increases In the
cost of living for both present and future
beneficiaries. Thus, the highest possible
special minimum would, be Increased from
$180 to $230 In 1979.

Estimated nnmber of peop'e affected and
dollar payments: 220,000 people would get
Increased benefits on the effective date, and
additional benefit payments In the first full
calendar year, 1900, would amount to an
estimated $14 million.

C. covssaox
Old-age, survivors, disabilIty, and hospItal

Insurance coverage would be extended to an
additional 6 million jobs.

1. Federal civilian employees
Under present law, servIces performed In

Federal civilian employment that are Covered
under a staff-retirement system established
by a law of the United States are excluded
from social security coverage, as are servIces
performed In Federal 'employment by the
President, the Vice President, Members of the
U.S. Congress, legislative employees of the
U.S. congress, inmates of Federal penal Insti-
tutions, certain student employees of Federal.
hospitals, and temporary, emergency employ-'
ees. The bill would extend social security'
Coverage to Federal servIces performed by
these omces and employees. The bill directo
the Secretary of Health, Education, and Wel-
fare to conduct a study with the 01,11 Service

October 26, 1977
Commission to make recommendations for
coordinating benefits and costs of the OASDI
and Civil ServIce Retirement programs In
such a way that Federal workers will be no
worse off so far as costs and benefits are con-
cerned compared to their treatment under
present law. The report would be submitted
by January 1,1900.

Effective date: January 1, 1982.
2. State and local employees

Under present law, social security coverage
for State and local employees generally Is
available only on a group basis through vol.
untary agreements between the States and
the Secretary of Health, Education, and Wel-
fare. Coverage for a group of State and local
employees can be terminated after 2 years'
notIce by the State If the group has been
covered under socIal security for 5 years at
the time notIce is given, or by the Secretary
at any time, If he finds that tie State has
failed or is unable legally to comply with the
terms of the agreement and 2 years' notIce Is
given. The bill would provIde compulsory
SocIal security coverage for State and local
employees (IncludIng employees of Guam,
American Samoa, and the District of Colum-
bia) who are not compulsorily covered under
present law.

Effective date: January 1, 1982.
The bill also would provide that coverage

could not be terminated by eIther the State
or the Secretary of Health, Education, and
Welfare before compulsory coverage was eff cc-
tive unless the notIce was given before Sep-
tember 14, 1977. In such cases where cover-
age has been terminated It would be restcred
effective January 1, 1982.

Effective date: September 14, 1977.
3. Employees of nonprofit o?ganiaations
Under present law, employees of certain

nonprofit organIzatIons, described In section
501(c) (3) of the Internal Revenue Code, are
excluded from coverage under social security
unless the organizatIon files a certificate ex-
pressing a desIre to have coverage extended
to Its employees. Coverage of the employees
of an organizatIon that filed such a certificate
may be terminated alter 2 years' notice by
the organIzation, if the employees had been
covered under social security for at least 8
years before tht notIce was given, or by the
Secretary of the Treasury, with concurrence
of the Secretary of Health, Education, and
Welfare, at any time if he flnda that the or-
ganizatIon has faIled or is unable to comply
with the law and 60 days' notice is given. The
bill would provIde compulsory coverage under
social security for these employees of non-
profit organIzatIons.

Effective date: January 1, 1982.
The bill also would provide that coverage

could not be terminated by eIther the non-
profit organization or the Secretary of the
Treasury before compulsory coverage was ef-
fectIve unless the notIce was given before
September 14, 1977. In such cases where cov-
erage has been terminated, It would begin
again on January 1, 1982.

Effective date: September 14, 1977.
4. Quarter-op-coverage provision

The bill would grant retroactive quarter-
of-coverage credits for eligIbilIty, but not
benefit computatIon purposes, to employees
who were in Federal cIvilian, State, or local,
or nonprofit organizatIon employment to
Which socIal security coverage was extended
under this bill on January 1, 1982, if the em-
ployees earned at leaSt six quarters of cov-
erage In such employment after 1981. The
quarters of coverage would be granted based
on periods of employment prIor to January 1,
1982, whIch were In the same category of em-
ployment gad which were excluded from
social security coverage.

Effective date: January 1, 1982.
5. Totalisatlon

Under present law, there Is no authority
In the Social SecurIty Act for entering Into
agreements with other countrlee to provIde
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for côordinMion between the social security
eystemsof the United fitàtCe and of other
Countries. The bill would athorize the Presi-
dent to enter into bilateral kgreemónts (of a
kind generally known as totalization agree-
monte). with interested foreign countries to
provide for united coordination between this
country's social security system and those of
other countries, subject to congressional over..
sight. Draft agreements worked out with Italy
and West Germany have been implemented
by their laws but cannot become effective
agreements in the United States until the
Congress enacts the authority provided in
this bill.

Effective date: Upon enactment
8. Exclusion o/ limited partnership income

Under present law each partner's share of
partnership income is includable in his net
earnings from self-employment for social
security purposes, Irrespective of the nature
of his membership in the partnership. The
bill would exclude from social security cover-
age, the distributive share of income or loss
received by a limited partner from the trade
or business of a limited partnership. This Is
to exclude for coverage purposes certain
earnings which are basically of an investment
nature. However, the exclusion from cover-
age would not extend to guaranteed pay-
ments (as described in section 707(c) of the
Internal Revenue Code), such as salary and
professional fees, received for services ac-
tually performed by the limited partner for
the partnership.

Effective date: Taxable years beginning
after December 81, 1977.
7. Social security employer taxes on tips when

deemed as wages /or the Federal minimum
wage
Under the Fair Labor Standards Act of

1938, an employer can pay an employee less
than the Federal minimum wage by an
amount equal to the tips received by the em-
ployee but not less than 50 percent of the
minimum wage. Social security taxes are not
paid by the employer on the amount of tips
deemed to be wages. Under the bill, em-
ployers would be liable for the employers'
share of the social security taxes on the
deemed wages up to the minimum wage.

EUective date: Wages paid for employment
performed after December 31, 1977.

8. Clergymen
Under present law, the sertlces of a clergy-

man are covered under the self-employment
provisions of the Social Security Act unless
the clergyman files an application for an ir-
revocable exemption from coverage on the
grounds that he is opposed either conscien-
tiously or because of religious principles to
the acceptance of public insurance such as
social security. Under the bill, a clergyman
who filed an application for exemption in the
past would be given an opportunity to re.
yoke his exemption and obtain social security
coverage prospectively.

Effective date: Taxable years ending on or
after enactment.

9. Other State and local changes
Other changes relate to social security

coverage of policemen and firemen in Missis-
sippi and Illinois who are under staff retIre-
ment systems, and social security coverage
of State and local employees in New Jersey
under the divided retirement system proce-
dure, and the special provision in the law
applying to the Wisconsin retirement fund.

Effective date: Upon enactment.
p. EQVAL .TRxATMZN'r OF MEN AND WOMEN

1 Equal rights
(a) Father's benefits

Benefits would be provided for young hus-
bands and fathers who have in their care a
child who is under age 18, or disabled, and
who is entitled to benCflts.
• Effective, date: Effective With respect to
benefits for months after December 1977.
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Estimated number o/ people a#ected and
doUdt pOy)flEnts 2,000 pe ple would become
eligible for beeflts or eligible for larger
benefits on te éectivó date. About $2 mil-
lion in ftdd1tlófli benefito would be pa$ in
the first full year of operation.

(b) Benefits for divorced men
Benefits would be provided for aged di-

vorced husbands and aged or disabled di-
vorced widowers.

Effective date: Effective with respect to
benefits for months after December 1977.

Estimated number o/ people affected and
dollar payments: 2,000 people would become
eligible for benefits or eligible for larger
benefits on the effective date. About $3 mil-
lion in additional benefits would be paid
in the first full year of operation.
(c) Remarriage of widowers before age 60
A widower would be permitted to obtain

benefits on a deceased wife's earnings record
If he Is not married at the time he applies
for widower's benefits, as widows now can,
instead of if he has not remarried, as present
law provides.

Effective date: Effective with respect to
benefits for months after December 1977.

Estimated number 0/ people affected and
dollar payments: Very few people would be
affected and the additional benefits would
be negligible.

(d) Transitional insured status benefits
Husband's and widower's benefits would

be provided under the transitionally insured
status amendment of 1985.

Effective date: Effective with respect to
benefits for months after December 1977.

Estimated number o/ people affected and
dollar payments: Very few people would be
affected and the additional payments would
be negligible.

(e) Special age-72 payment amounts for
certain uninsured individuals

Wh.n both members of a couple are re-
ceiving special age-72 payments, the amount
of the payments would be divided equally
between the two, Instead of giving the hus-
band a full benefit and the wife one-half
the husband's benefit.

Effective date: Effective with respect to
benefits for months after December 1977.

Estimated number o/ people affected and
dollar payments: 2,000 couples would be af-
fected. Provision would have no cost.
2. 'Elimination o/ marriage (or remarriage)

as a bar to entitlement to dependents' or
survivors' benefits, and as an event which
terminates entitlement to, or reduces, such
benefits.
Entitlement to benefits as a divorced wife

or husband, widow or widowe;, or surviving
divorced widow or widower (including those
with an entitled child in their care), parent,
or child would not be barred or terminated
because of marriage or remarriage. Neither
would remarriage serve to cause any reduc-
tion in the benefits paid aged widows or
widowers.

Effective date: Effective with respect to
benefits for months after December 1978.

Estimated number o/ people affected and
• dollar payments: 670,000 people would be-
come eligible for benefits or eligible far larger
benefits on the effective date. About $1.4
binion in additional benefits would be paid
in the fist fUll' calendal' year. 1980.

3. Reduced durat.ion-o/-marrkzge
requirement /or divorced spouses

The length of time a divorced person must
have been married,, to. a worker in order for
benefits to be payable. to the person as an
aged divorced spouse or aged or disabled sur-
viving divorced spouse would be reduced
from 20 years to 5.

Effective date:'Effective with respect to
benefits for months'sfter December 1978.

Estimated number 0/ p4opie affected and
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dollar payments: 70,000 people would be-
cone eligible or 'benefl or eligible for
larger benefits on the effective .4ate. About
$160 million in additional benefits would be
paid in the first full calendar year. 1980.

4. Study o/ proposals to eliminate
dependency and sex discrimination

The Secretary of Health, Education, and
Welfare would be directed to carry out a
detailed study of proposals (1) to eliminate
dependency as a requirement for entitlement
to social security spouse's benefits, and (2)
to bring about the equal treatment of men
and women (in any and all respects under
the program). A full and cOmplete report on
the study shall be submitted to the Congress
within 6 months of enactment of the bill.

z. xpnovszn'r or vux Eswneos TEST
1. Increase in annual exempt amount 0/

earnings
The amount that a beneficiary age 85 or

over but under age 72 may earn in a year
and still be paid full social security benefits
for the year would be increased from the
present $8,000 in 1977 to $4,000 in 1978 and
$4,500 in 1979 with future automatic in-
creases as wage levels rise. The amount that
a beneficiary under age 65 could earn and
still be paid full benefits would be deter-
mined under present law.

Effective date: Taxable years ending after
December 1977.

Number of people affected and dollar pay-
ments: For 1978, 800,000 people would re-
ceive increased payments; 100,000 people who
get no payments under present law could
get some payment. For 1979, 800,000 people
would receive increased payments; 100,000
people who get no payments under present
law could get some payments. Additional
benefits amounting to $0.8 billion would be
paid out in 1978 and $0.5 billion in 1979.
2. Elimination o/ the monthly earnings test

Under present law, full benefits are paid
to a beneficiary, regardless of the amount of
annual earnings for any month in which the
beneficiary neither works for wages in excess
of the monthly measure ($250 in 1977; more
in later years) nor renders substantial serv-
ices in self-employment. The bill would elim-

• mate the monthly measure of retirement and
convert the retirement test to a strictly an-
nual test for years after the initial year Of
retirement.

Effective date: Taxable years ending after
December 1977.

Number 0/ people affected and dollar pay-
ments: About 250,000 people would be af-
fected during the first full year. Benefit pay-
ments would be reduced by about $0.2 billion
each year.

3. Foreign work test
The number of days that a beneficiary un-

der age 72 who works outside the United
States in noncovered employment can work
in a month and still be eligible for a benefit
for that month would be increased from 8 to
8 in 1978 and to 11 in 1979 and thereafter.

Number o/ people affected and dollar pay-
ments: It is estimated that the proposed
changes would be a liberalization for about
one-half of the 1,500 beneficiaries (out of the
approximately 300,000 beneficIaries who live
in foreign nations) who now lose benefits
because of work activity.

The cost of such a change woUld be neg-
ligible.

F. ANNOAL WAGE flEP0RTING

Under present, law, employers will report
their employees' wages for social security
and income tax purposes annually on forms
W-2 beginning with wages paid n 1978: Em-
ployers are required to report quartCtly wage
data on the forms W-2 to enable the So-
cial Security Administration to determine
whether a worker has enough, quarters of
coverage'to be eligible for social security ben-
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efl*n The bill would change the quarter-of-
coverage measure and -certain automatic pro-
visions of the social security law so that an-
àual data would be used Instead of quarterly
data. Under the bill, employers would no
longer have to report quarterly data on the
forms W-2 and they and the Government
would realize the mimum advantages that
annual reporting was designed to achieve.

The most significant program change
would be a provision setting out how annual
wages would be credited In terms of quarters
of coverage. Under present law, a worker gen-
erally receives credit for a quarter of coverage
for a calendar quarter In which he received at
least $50 In wages. Under your committee
bill, a worker would receive one quarter of
coverage (up to a total of four) for each $250
of earnings in a year, and the $250 neesure
would be Increased automatically every year
to take account of Increases In average wages.

Effective date: January 1,1980.
c.oT*Paovmsows

1. ElIminate wind! all cost-of-living increa.sea
Under your committee's bill, future hens-

fit. Increases for people receiving actuarially
reduced eflta, would be reduced In pro-
portion to the reduction In the person's basic
benefit (Under present law, the failure to
fully reduce the amount of the Increase re-
sults in Increases beyond those needed to
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keep up with changes In the cost of Uving.)
The provision would apply to people who re-
calve reduced benefits after December 1977;
special rules would apply to those already
on the rolls.

Effective date: Benefit Increases alter 1977.
Estimated number of people affected and

dollar payments: About 15 millIon people
would have thetr benefits affected by the pro-
vision at the time of the June, 1978 cost-of-
living benefit Increase, and there would be
a psam saving of $90 million In calendar
year 1978.

2. LImitation on retroactive benefits
Under present law, a person who files an

application after he is first eligible for bone-
fits may be paid benefits, Including actu-
arially reduced benefits,. for a retroactive
perIod up to 12 months before the month
In which the application is flied, 11 all con-
ditions of entitlement are met for those
months. Under the bill. encept In those cases
where the benefits were disability-related or
where unreduced dependent's benefits were
Involved, monthly cash benefits would not be
paid retroactively for months before the
month In which the application was filed
when such retroactivity would result In
permD.5141y reduced benefits.

Effective date: With applications filed on
or after January 1, 1978.

Number of people affected and dollar pay-
ments: In 1978, an estImated 1 millIon peo-
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ple would be affected by the change. Reduc-
tions In benefit payments would range from
$0.3 billion In 1978 to $0.6 billion In 1982.
3. Early payment 0/ social security and SSI

beNefit checks in certain situations
Under present law, social security benefit

payments for a particular anontl are pay-
able after the end of that month, and pay-
ment Is normally made on the thIrd day of
the month; 88! benefit checks for a particu-
la, month are delIvered on the first day of
that month. Under the bill, when the de-
livery date falls on a Saturday, Sunday, or
legal public holiday, social securIty and SSI
checks would be delivered on an earlier date.

Effective date: Upon enactment.
The following table shows the contribu-

tion and benefit bases projected under pres-
ant law and under your committee's bill:

ESTIMATED EFFECTS OF H.R. 9346 ON THE NET INCREASE III THE OASI AND Dl TRUST FUNDS, COMBINED, IN (3ALENDAR YEARS 1978-83, BY PROVISION

tin miNions of 11811,1

(furtive dde 1975 8979 1950 198* 19*2 1983

REDUCTION IN BENEFIT PAYMENTS .

OcupHag, ults 3 perceat dleyel v nent credits .Ianeai'y o 351 $03 8,473 2,377

Vinunstion of marriage or remarriage asa tar to eetltIeme.I do —.1,135 —1, 355 —1454 —1, 551 —l 654

tebemeSla.
lsdscbem is duration d marnige required for divorced do —137 —164 —177 —190 -204

spouses benefits from 20 yr to 5 yr.
Changes I. reflA,ned test (total) — - January 1978 —4 —266 —328 —346 367 - 390

Increase annual esempt amount to 14000 in 1978 end 11 —267 —491 554 —582 —611 —642

to $4,500 in 1979.
Eliminate Ihe monthly measure do 2U 225 226 236 244 252

tamale retroactive payments of actuarially reduced benefits do 339 536 — 550 559 - 565 569

t.creasespedal minimum benefitfiom $1 per year of ceverage Januaty 1119 . —12 —II —14 —15 — IC

Is $11.51. and iy asleredic lacoessas is the toire.
Cka50ss in aiiaa,I asge re,oituig pesusmes January 197$ (') —l —4 —9 —18 —26

Eliminate ader-basad distinctions from th. law — do —4 —5 —t —, —8 —8

Limit increases In actuarially reduced benefits do 90 - 280 500 751 948 1, 157

-Increase in contribution end benefit base do (1) —12 —44 —112 -209 -346

Subtotal. exciurfing universal coverage 371 —682 —514 —6 628 1,459

tjniveranf castrate of Federal civilian employees, employsee January 1982 6') —94

al State and local governments, ad employees of nonpeelb
- - --•

Total, reduction is benefit psynants 371 —682 —514 —6 628 1, 365

AOOITIONA1 INCOME

Contribution secome resulting from financing charges January 1978 3,967 6,861 1,560 11,958
Cininbution lemma rustlIng from universal cnversge January 1982
Additional interest income 113 475 1,005 1,186

13,265 14,060
II, 741 14, 231
3, 132 5, 343

Total,additionaIincome 44090 7,136 9,565 13,644 28,138 33,634

Net ailed it till 4,451 6,454 9,051 13,538 28, 766 34, 999

Less than 1M00. -

rear:
1978
1979
1980
1981
1982
8983
1984
1985
1988
1987

7AX RATES FOR (MP1.OYER AND EMPLOYEE, EACH, PRESENT LAW AND COMMITTEE 8118.

Present
law

$17,700
18,900
20,400
2190O
23,400
24,900
26,400
27,900
29,400
31,200

Committee
bill

'$19,900
'22,900
25,900

'27,900
30,000
81,800
33,800
35.400
87. 500
39.600

ho percentj

CASDI fit ToW

Years Present law Bill Present law Bit Present law Bill

'Adboc Increases.

TAX RATES FOR THE SELT-FMPtOYEO, PRESENT LAW AND COMMITTEE BILL

lIe permeti

*977 -4.85 4.95 0.90 0.90 5.85 5.85
197$-SO 495 .5.05 1.10 1.00 6.05 6.05
1981-84 4.95 5.15 1.35 1.30 6.20 6.45
9505 4.95 5.45 135 1.30 430 -675
8106-89 4.95- 545 1.50 1.45 6,45 6.90
1990-2090 4.15 6.80 1.50 145 6.45 745
36tI.adt. 6.95 4.00 1.50 1.45 7.45 7.45

OASDI HI Tetal

Years presentlaw Bill Presentlaw Bill Presentlaw Bill

1977 7.00 7.00 6.90 0.90 7.90 7.90
1975-80 709 7.10 1.10 l00 8.10 8.10
1551-84 7.00 7.70 1.35 1.30 8.35 9.00
1985 7.00 120 5.35 1.30 6.35 1.50
1986-89 7.00 1.28 8.50 1.45 850 9.65
i990.ndIaier 7.00 6.00 1.50 1.45 8.50 10.45
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HANGES IN ACTUARIAL BALANCE DFTHE DLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM OVER THE MEDIUM-RANGE PERIOD (1977-2001) EXPRESSED AS PERCENT DF TAXABLE

PAYROLL. BY TYPE OF CHANGE. PRESENT LAW AND THE BILL

tIn pecce

Item OASI DI Total Item OASI DI Total

Medium-range actuarial balance under present
law —1.45 —0.99 —2.34

Wage-indexingdecoepling .35 .19 .54
Benefit level .26 .08 .33
Freezingtheminimumbeneflt' .03 .01 .04
Delayed retirementincrement —.04 0 —.04
Retirementtest. — —.05 0 —.05
Elimination of remarriage tarminations —. 10 0 —. 10
Elimination of windfall fOr early retiresi 13 0 .13

Universalcoverage .49 .07 .56
Miscellaneousprovisions I 0 0 0
lncreas.inttsataxablewagebase .41 .08 .48
tncreaseinself-employedt*xrates .08 .01 .09
Tao rate increases . 75 .56 1. 31

Total,effectofchangesinblll 2.29 1.00 3.29

Medium-range actuarial balance under
bill .84 .10 .95

'Includes updating the special minimum and Increasing It automatically after 1979.
Includes equal treatment by sex (without the effect of any dependency test or pension offset

provisions), employer liability fOr taxes on m,nimum wage for employees
of the flaw in present law regatding limited partnerships, elimination of retroact

tiis, correction Expenditures and taxable payroll are calculated under the intermediate set of assumptions
vs payments of (alternative II) which are described in the 1977 Report of the Board of Trustees of the Federal

actuarially reduced benefits, reducing marriage requirements from 20 yr to 5 yr for certain divorced Old-Age and Survivors Insurance and Disability Insurance Trust Funds. These assumptions
incorporati ultimate annual increases of 504 percent in average wages in covered employmentbeneficiaries, and annual reporting of earnings, and 4 percent in Consumer PrIce Index, an ultimate unemployment rate of 5 percent. and an
ultimate total fertility rate of 21 children per woman. Taxable payroll is adjusted to take into
account the lower contribution rates on self-employment income, on tips, and on multirle.employer
texces, wages" as comDared with the combined employer-employee rate.
Figures may not add due to rounding. S

CHANGES IN ACTUARIAL BALANCE OF THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM OVER THE LONG-RANGE PERIOD (1977-2051) EXPRESSED AS PERCENT OF TAXABLE
PAYROLL, BY TYPE OF CHANGE. PRESENT LAW AND THE BILL

Den, DASI Dl Total Item OASI DI Total

keng-rangeactuarialbelancuunderpresentlaw. —606 —2.14 —9,20 Univerealcoverage. .29 .05 .34
Miscellaneous provisions' 0 0 0
lncreas,inthetaxablewagsbsne .36 .07 .43
Increase in self-employed tax rites .09 .02 .11
Tafrata Increases .09 .56 .75

Wage-indexing decoupling 3,19 .95 4.14
Benefit level .53 .12 .66
Freezing thi minimum benefit' .07 .02 .09
Delayed retirement increment. —.09 0 —.09
Retirement test —.07 0 —.07
Elimination of remarriage terminations —.09 0 —.08
Elimination of windfall for early retirees .24 0 - 24

Total, effect of changes in bill 4.73 1.78 6.51
—

Lang-range actuarial balance under bill —1.33 —.36 —1.69

'Includes updating the special minimum and increasing it automatically after 1979. NOTES
a Includes equal treatment be sex (without the sffect of any dependency test or p.nsioe offset !xDendituras andtaxable payroll are calculated under the intermediate sit o auumptions (alterns-

provisions), employer liability (or taxes on minimum wage for .mployses r.ceivin tips, correction tive II) which are described in the 1977 Report of thi Board of Trustees of the Federal Old-Age
of the flaw in present law regarding limited partnerships, elimination of retroactive payments of and Survivors Insurance and Disability Insurance Trust Funds. These assumptions incorporate
actuarially reduced benefits, reducing marriage requirements from 20 yr to 5 yr for certain divorced ultimata usual increases of 5% percent in everage wages in covered employment and 4 percent
beneficiaries, and annua reporting of earnings. - I,, Consumer Price Index, an ultimate unemployment rate of S percant and an ultimata total fertility

rate of 2.1 chIldren per woman. Taxable payroll is adjusted to take info account the lower contribu-
tion rates art sell-employment income, on tips, and on multiple-employer "excess waLes" as com-
pared with to. combined employer employee rate.

Figures may not add due to rounding.

(Dollar amounta hi bllllonsj (Dollar amounts In billions]

OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, CALENDAR DP!RATIONS DF THE OLD-ABE AND SURVIVORS INSURANCE AND THE DISABILITY
YEARS 1972-87 INSURANCE TRUST FUNDS, CDMBINED, CALENDAR YEARS 1972—87

Percentage of Percentage ofdlabera.merite- disbursementsduring year during year
Nat Funds Fund at Fund Nat Funds Funds at FundsDisburse- increase at end beginning at end Disburse- increase at end beginning at endIncome merits In fund of year of year of year Income monte in funds of year of year of year

Calerdar year: Calendar year:
1972 $40.1 $38.5 $1.5 $35.3 89 82 1972 $45.6 $43.3 $2.3 $42.8 93 991973 43.3 47.2 1.2 36.5 75 77 1973_ 54.8 53.1 1.6 44.4 80 841974 517 53.4 1.3 87.8 80 11 1974_..___ 62.1 60.6 1.5 45.9 73 761975 — 59.6 60.4 —.8 37.0 63 61 1975 ___ 67.6 69.2 —1.5 44.3 66 641976 66.3 67.9 —1.6 856 54 52 1976___.......__ 75.0 78.2 —3.2 41.1 57 53Estimated future experience: Estimated future experience:
1977 —— 725 75.6 —3.1 32.3 47 43 1977 — 82.1 97.6 —5.5 35,6 47 411978 80.6 83.6 —3.1 29.3 89 35 1978____,... .94.7 97.3 —2.5 33.1 37 341979 90.8 92.7 —1.9 27.4 32 30 1979___ 106.7 108.0 —1.3 31.7 31 291980 _____ 100.8 101.3 —.4 269 27 27 1980 _______ 118.5 118 4 .1 31.8 27 271981 110.7 109.9 .8 27.8 25 25 1981____,.__ 131.0 128.9 22 34.0 25 261982 ___ 129.4 113.5 99,9 83.7 28 33 1_____ _____ 153.4 .139.4 14.0 48.0 24 341983 140.5 127.8 12.9 $1.1 36 40 1063____ 166.5 150.5 16.0 64.0 32 421984 150.7 137.8 13.3 14.8 36 47 1914....__ 178.7 162.8 15.9 79.8 39 491985 168.2 149.3 19.9 III 44 51 1II5__ 201.5 176.2 25.3 105.1 45 601986 191.3 159.1 21.8 181.4 13 97 1186.......____________ 217.4. 190.4 27.1 132.2 55 691987 ___ 194.4 111.8 22.1 29.8 82 75 iui.__ 233.2 205.6 27.6 159.8 64 78
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'C.k.d.ryser: Calendar year:
1972 $5.6 $4.8 *8 17.5 NO 157

, 1972 56.4 11.5 —56.1 12.1 47
1973.... 6.4 5.0 .5 , 7.9 925 133 1973....... ._ 10.8 1.3 3.5 6.5 40 —
1974 1.4 7.2 .2 8.1 110 113 l74.........._ 12.0 9.4 2.7 9.) 69
1975.... 8.0 8.8 —.8 7.4 1975 13.0 11.6 1.4 10.5 79

5.8 *4 —1.6 5.7 11, 55 1976_.._ 18.8 13.7 .1 10.5 77
Ed at.dfutun. experience: Estimated futws experience:

9377 ___ a.6 12.0. —2.4 3.3 4
' 1971 16.1 18.2 —.1 10.5 66

9378 14.2 13.7 .5 3.8 24 28 ___ 19.7 19.0 6 11.1 55
1979 95.1 15.3 .1 4.4 25 29 1979 22.3 22.2 .1 1L2 50

______ 17.5 17.) .5 4.1 26 28 1990 24.5 25.7 —1.2 10.0 44
1981 _:___ 20.3 19.0 1.4 5.2 25 1981 33.5 29.7 3.8 13.8 34 —

20.9 3.1 9.3 30 45 ig 39.7 339 5.8 19.6 41
1393 ' 26.1 23.0 3.! 92.4 40 54 1913 43.1 38.5 4.6 24.2 51
1984 26.0 25.3 2.6 15.0 40 59 1934 46.1 43.7 2.4 26.6 55
1985 33.3 27.9 5.4 20.4 54 73 1985 49.0 49. 2 —. 1 26.5 54
1386 36.2 ' 30.7 5.5 25.9 66 84 1986 57.5 55.0 2.5 29.0 48
1187 — 38.8 33.7 5.2 310 7? 92 1987_____.___ 61.7 61.4 .5 29.4 47

Note: Figures may not add due to rounding.

The rule provides for eight amend-
ments and we have 30 mInutes debate on
each amendment. The amendments have
been outlined In the rule. They are de-
signed to give Members of this Commit-
tee of the Whole an opportunity to vote

'on most of the very basic substantive
alternatives that we have as we look into
the social security system.

We do It In a responsible way, because
each amendment is required to contain
revenue adjustments that will keep the
fund solvent.

I think this is an extremely important
'issue. I think it would be a grave mistake
to allow Introduction of amendments an
the floor that would throw the social
security fund out of balance. I think all
of us are concerned about kepIng It
solvent. In this bill we do that, both on
a short-range and on a long-term basis.
If you vote for an amendment, you can
have assurances that the fund will be
solvent, with the one exception being the
ameudment offered by the Committee on
Past Office and Civil Service, which
would leave the Federal workers out; If
you go with that, If you vote to leave
Federal workers out without Increasing
revenue, you would vote to throw the
funds out of bal.nce; but even more Im-
portantly, you would still leave State and
local workers in.

The CHAIRMAN. The time of the gen-
tleman from Oregon has again expired.

Mr. ULLMAN. Mr. Chairman, I yield
myself 1 addItional minute.

Mr. Chairman, I think that would not
be the kind of result that the Members
would want to achieve. Therefore, the
gentleman from Virginia (Mr. Fmnxa)
will offer a substitute amendment for the
Past Office and Civil Service Committee
amendment, which I think we can an
support, which will remove not only
Federal workers, but, State and local
workers and nonprofit employees and
provide the revenue Increase to compen-
sate the fund and keep in proper balance.

So, Mr. Chairman, I urge that we sup-
port the committee on this bill, use your
best judgment on the matter of Federal
employees; but other than that, I would

hope we would support the committee, Grow old albng with me!
oppose the other amendments, and fi- The best Is yet to be,
nally vote for the bill. The laSt of life, for which the Out WS made.

Mr. ALLEN. Mr. Chairman, will the
gentleman yield for a question?

Mr ULL1AN. I am happy to yield to
the gentleman.

Mr. ALLEN. Mr. Chairman, I believe
I heard the gentleman mention the
amount of income that a retired person
on social security would be permitted to
earn without subtracting any part of the
social security benefits. When does that
begin?

The CRAIRMAN. The time of the gen-
tleman from Oregon has again expired.

Mr. VLLMAN. Mr. Chairman, I yield
myself 1 addItional minute.

Mr ALLEN. Mr. Chairman, If the gen-
tleman will yield further, now it Is $3,-
000 they can earn.

Mr. ULLMAN. Yes. We provide next
year that it 'will be $4,000 and the fol-
lowing year $4,500.

Mr. ALLEN. Mr. Chairman, If the gen-
tleman will yield further: Today, pn the
$3,000 limitation, what they make over
that, for every $2 they earn, $1 Is deduct-
ed from their social security benefits. Is
that correct, under the present formula?

Mr. ULLMAN. Yes, that Is correct.
Mr. ALLEN. That same formula would

apply?
Mr. UILMAN. That same formula

would apply.'
• Mr. AlLEN. Yes, because I understood
the gentleman to say that it would be

- dollar for dollar.
Mr. VLLMAN. No; the gentleman Is

absolutely correct, the same formula
would continue.

Mr. ALLEN. If they make over $4,000,
they would cut $1 frOm their social secur-
ity foY every $2 they earn above that
amount, next year.

Mr. ULLMAN. That Is correct.
Mr. CONABLE. Mr. Chairman, I yield

myself 10 mInutes.
(Mr. CONABLE asked and was given'

permission to revise and extend his re-
marks.)

Mr. CONABLE. Mr. Chafrüian, Robert
Brownng and Rabbi Ben Ezra said:

The lucky among us grow to be old
eventually. Aging Is a very sensitive con-
dition, because we all hope to share it.
We all look forward to the years in which
we are going to have our retirement and
our reward for a life 0± hard work.

Social security Is a terribly important
situation to Americans for this reason.
I do not mean to Imply that it Is of im-
portance only to the aging among us.
It Is Important also to survivors and to
the disabled. It Is closely related, of
course, to medicare, a very Important
public health program.

There can be little doubt In anyone's
mind that this is one of the most Impor-
tant, blils the 95th Congress Is going to
consider. It Is Important because of Its
sensitivity, because it Is central In the
retirement plans, the hopes and aspira-
tions of all Americans.

It Is terribly Important then that the
Members understand this complex Issue,
understand that it Is not to be dealt with
as your nm-of-the-mill bill, where if we
do not finance, we can always raise taxes
or print money or In some other way at
some other time somehow fill the gap.
'ibis Is a closed-end system. If we do not
engage In the busIness of trade-offs here,
we thevitably will bring the system not
only Into further Imbalance—and It is
now 8.2 percent out of balance—but we
will ultimately affect the confidence of
all those people who depend on social
security.

Their hopes for a responsible Govern-
ment are going to be dashed if we do
not deal with this in a responsible way.
Now, I hope the Members will not take
the easy way out On .thls bill and vote
no on everything today. It is easy to be
critical of an Issue as sensitive as this
and to say, "Well, it could be dealt with
better." We' have provided a number of
alternatives that permit the Members
to pick and choose among aspects of
this program In a responsible way, where
they will be able to provide the necessary

OPERATIONS OF THE DISABIUTY INSURANCE TRUST FUND, CALENDAR WARS 1838-V NOSRESS OF THE SOCIAL SECURITY NOSPIZM INSURNICE TRUST FUND UNDER BILL,
EImM flS zm-87
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financing as well as the adjustments in Mr. WYLIE. But why shOuld funds
benefits that many of uS desire. maintained b the States, the State

We have available a Republican sub- Teachers Retirement System, the School
stitute somewhat different In concept, Employcce—

• involving substantially lower payroll Mr. CONABLE. They would remain
taxes. We commend that to the Mem- jnvlolate.
bers' attention. There will be further Mr. WYLIE. They would remain lnvlo-
details on It later, late, separate and apart?

But remember, If Members vote no on Mr. CONABLE Yes.
everything, they are voting for the bask- Mr. WYLIE. Then why include public
ruptcy of the system. It is easy to say, employee retfrment funds in the system
'Oh, well, you can always go back and at all? I thought the original purpos in
come up with something else," but we putting them Into the system was that
all know that scimething else wir be we have to get money Into the system
subject to further criticism, too, and from some new source, either through
ultimately we have to foflow a coarse an Increase in payroll taxes on employees
broad enough to realize that we must and employers, Increase the base, from
choose among alternatives, sOme of the general revenue fund, or from some
which may not be entirely to our liking. other viable pension system which has
So, I hope the Members will not fellow money In It.
the course that frequently Is followed Mr. CONABLE. The extent to which
where we are dissatisfied with this or State pension systems would be ad-
that detail and vote againSt all possible justed as a result of social security cover-
aptions that are available to them today. - age Is up to the States. I doubt that many

Mr. GIBBONS. Mr. Chairman, will the States or many localities would want to
gentleman yield? have a total pension system piled on top

Mr. OONABLE I yield to the gentle- of a social security system, and so I hope
man from Florida. two will be used to supplement each

Mr. OIBBON& I am sure, when the - other.
gentleman from New York Is encouraging But I must point out to the gentle-
people not to vote no on all amendments, man that 70 percent of State and local
he was not meaning not to vote no on the employees are now covered by social se-
Fisher amendment, because the Fisher curity. It may not be so lii Ohio. I cer-
amendment, as a matter of justice, would thinly do not intend to try to review all
bring people In who should be paying the of the States. And, quite frankly, I would
taxes. much prefer to leave this debate until

Mr. CONABLE. I expect to oppose the• we are talking about the public employees
Fisher amendment. I am talking about Issue, because we must deal with the basic
ihe major options that are available In bill nQw
this measure as It has been brought to Mr. WYLIE. Mr. Chairman, will the
the floor. The Fisher amendment In- gentleman yield that I may ask one more
vulves the coverage of public employees, question?
1 frankly think that they should be Mr. CONABLE. I yield to the gentle-
covered. man from Ohio.

Mr. GIBBONS. The gentleman would Mr. WYLIE. I thank the gentleman for
urge Members to vote no on the Fisher yielding.
amendment? MT. Chairman, the gentleman from

Mr. CONABLE. Yes. I certainly am not Florida has said that what we are at-
urging Members to vote In an India- tempting to do here, by one process or
erlmlnate way and to reject all the major another, Is to prevent some form of don-
options. That Is what I am concerned ble dipping; that public employees of the
abOzt. State of Ohio, for example, will draw

Mr. GIBBONS. I thank the gentleman. their pension and that should be quite
Mr. WYLIE. Mr. Chairman, will the adequate. Is that the point?

gentleman yield? Mr. CONABLE. No one will take their
Mr. CONABLE. Yes. rights away from them.
Mr. WYLIE. I thank the gentleman Mr. WYLIE. I hope not. They pay

for yIelding. 8 percent Into It. Now, If they retire at
The gentleman from Florida has asked the end of 20 years, the gentleman from

the gentleman In the well If he IS going Florida says their first social security
to vote no on the Fisher amendment. The check could be more than he paid Into
gentleman from New York says he Is and the social security fund during 40that he thinks all public employees quarters.
should be Included in social security. Mr. CONABLE. That Is theoretically

Mr. CONASLE. We will get Into that possible.
later. Mr. WYLIE. Then why don't we make

Mr. WYLIE. I know we will get Into that program economically feasible and
that later, but why are public employees' say, You will have to pay as much in
funds going to be included in the social as you take out on an actuarial basis"?
security system? Mr. CONABLE. To do that would alter

'Mr. CONABLE. The public employees' many existing systems to their detri-
funds are not going to be included in the ment. We will have • to go through a
social security system. We are advocating rather extensive transition period for
an integrated program where public em-' any change that Is made.
ployees' funds would be used to supple- - Mr. STEIGER. Mr. Chairman, will the
ment social security coverage, a similar gentleman yield?
situation to that which obtains in most Mr. CONABLE. I yield, to the gentle-
of big business today where there are man from Wisconsin. -

• private pension plans which supplement Mr. STEIGER. I thank the gentleman
social security coverage. • for yielding.

1111339

Mr. Chairman, I do not want to pro-
long this discussion, but the remarks of
our very distinguished and perceptive
colleague, the gentleman from Ohio (Mr.
WYLIE), pinpointed precisely the very
kind of misinformation and the very kui
of m$perceptlon that exists about t1
Issue 6! unIversal coverage. So far as I
know, no one—no one—has said, so far as
State employees, municipal employees,
county employees, or Federal employees
are concerned, that we are somehow
going to transfer their civil service re-
tirenent system Into the social security
system, nor are we going to transfer the
Ohio St.*te employees retirement system
Into the social security system. But you
better believe, based on the mail that is
coming In, that there are an awful lot of
people out there who are being severely
misled by those who represent those em-
ployees that that Is what Is intended.
That Is absolutely wrong. I am delighted
that the gentleman asked the question so
that Issue could be clarIfied.

Mr. CONABLE. Mr. Chairman, if I
could reclaim my time, I would like to
discuss the bill. This Is obviously a very
sensitive Issue and one which I hope we
will have ample opportunity to discuss.
But I would like the Members to under-
stand some of the more basic elements
involved in this Issue we get too far down
the road.

The CHAIRMAN. The time of the gen-
tleman from New York Mr. CONABLE
has expired.

'Mr. CONABLE. Mr. Chairman, I yield
myself an addItional 8 mInutes.

Mr. Chairman, I want to mention some
of the good features of the committee
• bill—and there are good features in it.
I think It happens to be fatal In some
ways, but I want to stress that there are
some Important Improvements, as well.

First of all, the decoupling and wage
indexing provisions, as the chairman
mentioned, are very Important ones on
which almost everyone agrees. We must
decouple and stabilize replacement rates
This bill stabilises them at a level about
5 percent lower than those existing in
January 1979. I think it Is a sound pro-
posal, and I am glad It Is in there It
has a positive impact upon the actuarial
Improvement of the total package. It
freezes minimum primary benefits at the
January 1979, level, or at an estimated
$121. It reduces disproportionately high
payments to those with short periods
of covered work and relatively high earn-
ings. Those are the ones who get the
minimum primary benefits, and many
already are retired from other systems.

Or they are moonlighters who are pri-
marily engaged in some noncovered
employment.

By freezing the minimum benefit we
are eliminating eventually a substantial
part of the windfall in the system for
those who play-off two different types
of coverage.

We also are updating the special mini-
mum benefit In the committee bill to
$230. The special minimum Is primarily
for those who have worked In covered
employment around 30 years at com-
paratively low wages. These often are

• the marginally skilled, who, because of
their marginal skills, receive compera-
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tively low social security benefits, al-
though they have a stable employment
record. These people, we think, should
be on the same kind of cost-of -hying
escalator that the otherS have been on.
They have not been on such an escaja-
tor, and the committee bill takes care of
that basic Inequity. We think they should
be primary objects of our concern, and
they have not been up until this Ume.

The bill also provides for Improved
treatment of women through the elimi-
nation of marriage or nonmarriage re-
quJremcits as bar to dependent or
survivors' benefits.

We have all heard stories of old folks
In their retirement homes who cannot
get married because either or both of
them would lose social security benefits
that they have been entitled to from
other sources if they remarried.

The bill also changes the duration of
marriage requirements for divorced
spouses from 20 years to 5 years. The
woman who has lived with a husband
for 18 years and Is then divorced loses
her social security benefits under
present law. Now, if she lives with her
husband for over 5 years, she gets a
derivative right which will continue.

The bill eUminates sex discrimination
language through a whole panoply of
minor changes to equalize the treatment
of men and women. We are only getUng
Into step with the Supreme Court on
that particular issue.

I regret that the bill does not include
a working spouse's benefit such as the
Republican substitute suggests.

There are controversial features of
the committee bifi. Let us now talk about
coverage just briefly. ThIs involves Fed-
eral civilian employees.

I want the Members to understand
how this can work to the advantage Of
our Federal civthan employees. Remem-
ber, I said, "Federal civilian employees."
Federal military employees are now cov-
ered by social security. They have been
ever since the days of the draft. They
have been covered, 2.5 million of them,
because we did not want to Interrupt
their social security coverage when we
forced them to go Into the armed serv-
ices. So the military retirement system
of the Federal Government does supple-
ment social security, and we now would
like to see us move our civilian Federal
workforce toward that coverage.

Major Industries have Integrated pen-
8lon p1as now. Because the cost of so-
cial security has been going up, many
of our major companies have found that
they could not afford to maintain as rich
a private pension plan as they had pre-
viously. So what they have done is this:
They have moved toward basic coverage
through social security and used their
private pension plans to supplement,
bringing benefits to a certaIn level.

Let us take the Federal worker who
is now earning $25,000 and show how
this would work, if we were to go along
with an integrated plan similar to that
In private Industry. That worker now
pays 7 percent of his salary into a re-
tirement fund. Under the integrated
compensation plan, he or she would pay
social security tax at the rate of 6.5 per-
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cent of the first $17,000 next year under
present law and would then pay into the
retirement fund the difference between
that and what he or Bhe ormerly paid.
That is 0.95 percent of $17,700 plus 7
percent of the next $7,300, above the So-
cial security covered wage base.

The worker would be protected there-
ater under a broader blanket of social
security, providing greater disability and
survivor benefits than workers get under
the Federal system now. The Worker also
could receive a net retirement pay equal
to or even slightly higher than what he
or she would have received forme,iy.
The social security beziefits, to the extent
those would be taken over at an in-
creased portion of the total pension,
would be tax exempt.

As we know, Federal pension benefits
are taxable after the worker gets back
what was paid In.

Such an integrated system is not
against the interests of the Federal em-
ployees, if they are willing to listen to
how it works.

State and local units would have to
Integrate their pension plans also. There
Is not universal coverage under the com-
mittee bill until 1982, and that would
allow plenty of time to work out the in-
tegrated coverage features.

Seventy percent of our State and local
governmental employees already are
covered by the social security system,
and the remainder would have 4 years to
consider alternative methods.

Mr. ARCHER. Mr. Chairman, will the
gentleman yield?

Mr. CONABLE. I yield to the gentle-
man from Texas.

Mr. ARCHER. Mr. Chairman, I thank
the gentleman for yielding.

I know the gentleman is not going to
spend a lot of time on this Issue, which
came up earlier; but almost 80 percent
of State and local employees are not
covered by social security now. That does
not fafl evenly across all the States of
the country.

Mr. CONABLE. No, it does not.
Mr. ARCHER. Therefore, some States

have large percentages of their employ-
ees, perhaps aU, who are not covered
under social security. Those particular
States would be hit very hard.

Mr. CONABLE. They would be hit
harder, correct.

Mr. A1CHER. F0T example, the State
of California will face $400 million a
year in total costs at aU levels of govern-
ment as a result of this bill.

If the gentleman will yield further,
as far as the integration of State and
local employees is concerned, it would
be far more difficult and is a totally dif-
ferent Isaue from that of Federal em-
ployees because many State constitutions
prohibit integration, which will require
constitutional amendments.

Mr. Chairman, I regret that the Com-
mittee on Rules did not make In order
a separate amendment for State and
local employees.

The CHAIRMAN. The time of the
gentleman from New York (Mr. CoN-
ABLZ) has expired.

Mr. CONABL. Mr. Chairman, I yield
myseff 4 additional minutea.
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The CHAIRMAN The gentleman from

New York (Mr. CONABLE) is recognized
for 4 addItional minutes.

Mr. CONABLE. Mr. Chairman, I thank
the gentleman from Texas (Mr. ARCHER).
I agree with what he has said generafly.
I would like to point out, though, that
the effect of the integrated system need
not be to add anything to the cost of
State retirement systems. Any. inte-
grated system would substantially re-
duce the contributions of the State there-
after because they would be supplemental
to the social security coverage. The net
cost would be substantiaI1S less.

Mr. Chairman, I must say that most
of the State and local pension systems
of which I know are at considerably
greater expense to the State and locality
than basic social security coverage would
be.

Mr. MICHEL. Mr. Chairman, will the.
gentleman yield? -

Mr. CONABLE. I yield to the gentle-
man from flhlnois.

Mr. MICHEL. Mr. Chairman, I appre-
ciate the gentleman's yielding, and I
commend him for his atatement. I am
persuaded by h1 argument, particularly
with respect to inclusion of Federal em-
ployees.

Is it going to be po6sible under the
rule under which we are considering this
legislation to be able to vote to include
Federal employees at -the exclusion of
State and local employees, my feeling
being that If we are embarking Initially
on a new step—and we obviously have
gone into a lot of educational matters
around the country—that maybe we
could take an initial step flrst and f 01-
low on later, in which case the gentle-
man's thesis is correct.

Mr. CONABLE. Mr. Chathnan, the
gentleman makes a good point.

The Republican alternative does not
Include this option; and for that reason,
I hope the gentleman will take up this
Issue with the minority leader and with
myself In connection with a possible mo-
t.ion to recommit.

Mr. MICHEL. Mr. Chairman, If the
gentleman will yield further, today we
talk so much about a number of other
programs, particularly education and
whatnot axd public grants to conununi-
ties. and about a hold-harmless provi-
sion, that this question occurs to me: Is
it not really correct to describe what we
have had heretofore done with respect
to Federal employees as holding them
harmless?

Mr. CONABLE. I cannot conceive of
the Congress or of the Committee on
Post Office and Civil Service coming up
with an integrated program that would
be less desirable for them than what
they now have. There are many advan-
tages to basic social security coverage
for them.

First, the benefits are tax exempt. 8cc-
ond, one gets much better disability pro-
tection and survivorship protection than
under the Federal plan.

Mr. Chairman, If I may reclaim my
time, the objections I have to the com-
tnittee bifl will be dealt with by the Re-
publican subetitute. But let me note now
that the committee bill takes a short-
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term financing approach. It still leaves
a 1.69 percent taxable payroll deficit over
the next 75-year period. It is the dollar
equivalent over 75 years of $880 billion
that we will be in deficit. Frankly, that
disturbs me.

Our Republican substitute has, by con-
trast, an actuarial deficit of about 0.3
percent of taxable payroll over the next
75 years. The committee bill falls far
short of that.

The committee bill provides a rapid
three-step Increase In the wage base that
hits middle-income people. It also sub-
stantãally Increases the mr1mum pen-
sion payable for those whose incomes are
now considerably above the wage base
but would be Included in the wage base
In the future. Thus, raising the wage base
does not improve the long-term actuarial
situation of the system. Instead, It makes
It less easy for us to finance future cost-
of-living Increases, because as we raise
the wage base, obviously we have to corn-
pensate by raising it considerably more
every time we have to make a cost-of-
living adlustment in benefits under ex-
isting law.

The committee bill also provides for
potential use of general revenues through
standby borrowing authority. I think
that Is a bad precedent. I think it Is a
step toward a needs based program
rather than an Insurance program.

There are other Issues in this bill that
will emerge as we proceed. I thank my
colleagues for their patience in my ex-
tensive discussion.

Mr. BROWN of Ohio. Mr. Chairman,
would the gentleman yield?

Mr. CONABLE. I 'ield to the gentle-
man from Ohio.

Mr. BROWN of Ohio. Mr. Chairman,
when I was in Ohio last week to speak to
a professional group in the Seventh Dis-
trict, the executive director took me aside
for an urgent private conference. His
wife, a teacher, had given his strict In-
atuctions to lobby me to vote against
dragging Federal, State, and local gov-
ernment employees into the ailing social
security system. I assured him that he
could tell his wife she has nothing to
worry about; my wife, also a teacher, had
gotten to me first.

But even If I did not have a wife,
mother, sister and grandfather who
taught in the public schools in Ohio, I
would not be inclined to place the
burdens of our social security system on
such dedicated public servants—Federal,
State, and local—who already work hard
to support their own solvent retirement
systems. Public employees—teachers,
firemen, policemen, State, and Federal
employees—represent one of the most
important and underappreciated groups
in our Nation. They have, for the most
part, labored faithfully and honorably
under restrictions not to strike for higher
wages. And they have generally been
content to accept wages not commensu-
rate with the salaries they might have
been able to obtain in the private sector.
That the Congress would consider turn-
ing such dedicated and self-sacrificing
public employees to force them to help in
salvaging a system that is going bank-
rupt through no fault of theirs—but be-
cause of our mismanagement—Is simply
evidence of our own moral bankruptcy.
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The State and local retirement systems
provide a stunning example of solvency
when compared to the problems faced by
the recIal security system. Assets held by
the State and local retirement systems
reached $111.5 billion at the end of fis-
cal year 1976, according to an analysis
by the tax foundation. That is more
than twice the amount held by these
systems in 1970 and it obviously repre-
sents an amount that the Federal Gov-
ernniellt finds very tempting. As assets
have increased, investment earnings
have become an ever larger source of
income for these funds, increasing from
25 percent in 1970 to 29 percent in 1976.
Ohio, with one of the best public retire-
ment systems in the Nation, had $1.1 bil-
lion in receipts in fiscal 1976, with 24
percent coming from the employees, 40
iiercent from State and local govern-
ments and 36 percent from earnings on
Investments. That seems to me to be a
fair balance of paying your own way,
having the taxpayer—or employee pay—
and earning from investment.

Despite the apparent health of the
State and local systems, they cannot
withstand the assault on their actuarial
soundness that would occur if their em-
ployees were drawn into social security.
While the bill we are considering to-
day would not actually absorb any of the
exWing retirements funds, but merely
open that possibility to study, it would
represent a serious added burden on the
employees by making him pay additional
taxes immediately. I cannot in good con-
science support a bill which would do
such damage to our public servants' tax
burden now and retirement savings for
the future.

Mr. Chairman, this debate over inclu-
sion of Federal, State and local govern-
ment workers has gotten us away from
the basic cause of the problem, which
has absolutely nothing to do with public
employees. Actually, we have a social se-
curity financing problem for two rea-
sons:

First. The relatively short-term prob-
lem Is caused originally by the current
high rate of inflation and specifically by
the fact that the 1972 legIslation that
tied benefits to the cost of living has led
to benefits for retirees rising faster than
the general wage rate.

Second. The longer range problem,
which will occur largely in the next cen-
tury, arises from the fact that birth rates
are lower than previously assumed so
that in the long run there will be a
higher number of retired persons draw-
ing social security benefits in relation to
the number of wage-earning contribu-
tors. It Is anticipated that the current
ratio of 30 beneficiaries for every 100
workers will increase to 50 or more bene-
ficiaries per 100 workers by the year 2030.

The first problem Is solely the responsi-
bility of this Congress. We should not
have made the error in the first place.
Once it was discovered, we should have
acted more quickly to correct It. Presi-
dent Ford made a proposal during the
last Congress, which we ignored, that
would have dealt directly with the prob-
lem by "decoupling" future benefits from
the current cost of living increases. We
would not even consider that then. Now
today, the bill before us also takes that

1111541

approach. I applaud that actIon—even if
It hèa been too8low In coming.

The longer range problem may require
more thought Obviously, Congress has
no role to play in Influencing Americans'
personal decisions about the size of their
families. And the fact that people are
living longer and enjoying better health
should be seen as a blessing and not a
curse; and Congress has recently ad-
dressed that by terminating our archaic.
laws on forced retirement at 65. But it
also should be clear that massive tax in-
creases on those paying into the system
are bound to be self-defeating. All tax
increases, whether on employees or em-
ployers, tend to retard economic growth.
It makes much more sense to cut per-
sonal income taxes, boosting economic
growth and job opportunities and pro-
viding a healthy wage base to bring new
revenues into the social security system
and into the Federal general fund to try
to balance the budget. An increase of just
one-half to three-quarters of 1 percent
in our rate of economic growth would
be sufficient to increase real wages
enough to make our social security fi-
nancing problem disappear. That growth
increase will come If we cut taxes and
let American workers have more of their
own money to spend, save or invest, thus
increasing jobs and economic expansion.

Mr. Chairman, I would like to conclude
by noting that I do not intend to gloss
over the obvious social disparities we
face in our present retirement systems
where a small portion of our retirees
qualify for more than one retirement
program by paying into civil service re-
tirement, a private pension plan and
social security for a few years each. Such
people, with more than one retirement
plan, can obviously do better in retire-
ment than a teacher who works 40 years
under a public employee retirement sys-
tem and then can barely make it on the
returns of a single retirement benefit.
But I do not think the solution to that
problem should involve dragging every-
one into social security, changing the
rules for those who have faithfully con-
tributed to their State or local retirement
systems throughout their entire careers.
I believe it is time for a deep, thorough
and thoughtful study of all of our retire-
ment systems. To that end, I have asked
Joint Economic Committee Chairman
RIcHARD BOLLING to include the topic in
a- long-range economic study the com-
mittee Is preparing to launch. It may
take awhile to get the answer, but the
right answer in the long run Is better
than a oulck answer that is wrong.

Mr. ULLMAN. Mr. Chairman, I yield
as much time as he may consume to the
distinguished chairman of the subcom-
inittee, the gentleman from Massachu-
setts (Mr. BURKE).

Mr. BURKE of Massachusetts. Mr.
Chairman, I wish to thank the chair-
man of the Committee on Ways and
Means.

Mr. Chairman, we have before us to
day a social security financing bilL
H.R. 9346, which is the most importart
legislation to be considered by the 95th
Congress. It affects the vital concerns of
virtually every American and particu-
larly the 1 out of 7 Americans now
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receiving benefits each mont1. The fears
of these beneficiaries have been kroused
by the widespread reports of the financ-
ing pràblems ôt the social security sys-
tem. R.R. 9346 Is designed to restore the
soundness of the system, and to allay the
concerns of all of those covered by the
system.

.Whlle I do not agree with every pro-
vision ln.the financing bill as reported by
the Committee on Ways and Means, I
am supporting this legislation because
of the vital importance of restoring the
viability of the system at the earliest
possible time. It is absolutely essential
that the Congress pass and the Presi-
dent sign into law a financing bill this
year.

The Social Security Subcommittee
which I chair has been concerned about
the financing problems of the system for
some time. We held hearings on these
problems several times in the preceding
Congress but never were able to sur-
mount the differences between the Ford
administration and the Congress as to
how best to meet them. In the 95th Con-
gress, we went to work on financing leg-
islation as soon as President Carter sub-
mitted his social security proposals in
May. There were many different view-
points in the subcommittee, but we
finally were able to hammer out abifi in
September. The Committee on Ways and
Means worked with our framework in
ordering the bill reported October 6.
although some modifications in the tax
and wage base schedules were made in
the full committee.

H.R. 9346, important as It Is, does not
by any means solve all of the problems
facing the social security system. I al
ready have announced that, in the 1978
session, the Social Security Subcommit-
tee will work on a phase II bill for this
Congress. This phase II legislation will
be directed primarily to the problems of
the disability program, but some other
Issues which we could not consider In
connection with 'H.R. 9346 also will be
Included. The costs of the disability pro-
gram have for several years been run-
ning far above the estimates, and we
hope to find the reasons for this and
provide solutions If possible. I have In-
troduced a disability bill, HR. 8076, to
serve as a basis for our work next year.

The important business at hand, how-
ever, is to enact the Social Security Fi-
nancing Amendments of 1977 and thus
assure the elderly and working people of
this country that the social security sys-
tem will continue as a sound and dur-
able institution. In recent years there
have been many Irresponsible articles
about the system and misleading attacks
on It. We in Congress repeatedly have
assured our constituents that we never
would let the system get In a position
where it could not fully meet all of Its
obligations. The flnaücing problems of
the system now are the most serious
since the Social Security Act originally
was enacted in 1035. We have an oppor-
tunity in acting on HR. 9346 to demon-
strate that we will carry out our pledges
to maintain social security as the bul-
wark of retired and disabled persons and
surviving families In this country.

Mr. CONABLE. Mr. Chairman, I yield
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10 minutes to the gentleman from Texas
(Mr. AiicHñ).

Mr. ARCHER. Mr. Clairman, I Would
like first to compliment the chairman of
our Social Security Suboornmittee, the
gentleman from Massachusetts, JIM
Bmwx, for his untiring efforts under ad-
verse physical conditions during the de-
liberations on this bill, or his fairness
to all members of the committee, and for
the openness in which the deliberations
occurred. I would also ,ll*e to compliment
the chairman of the full committee, the
gentleman from Oregon (Mr. ULLMAN),
in the same way for the openness and
the fairness in attempting to reach a
solution to the social security problem.

Before I begin saying any unkind
things about the committee bill, I would
like to pay it a couple of compliments.

First, It is better than the bill HR.
8218, the social security financing bill
submitted by the administration. That
scheme would have taxed employers on
their total payrolls and used general rev-
enues which do not exist. That fortu-
nately was put to death as soon as It was
submitted to the Committee on Ways
and Means. The committee majority,
especially the chairman, deserve a great
deal of credit for that mercy killing.

Second, the committee bill does have
some attractive features. Among other
improvements It includes sound decou-
pling—plus-wage-Indexing provisions. It
improves the treatment of women under
the system and It freezes the much
abused minimum primary benefit which
should go entirely to those who need it,
but does not under the present law.

Other improvements have been men-
tioned by my colleague, the gentleman
from New York (Mr. CONABLE).

Having said this, however, In my opin-
ion the good points are outweighed by
the bad. It imposes far too heavy a tax
load on our already overburdened
middle-Income citizens. That is the worst
aspect of the bill as far as. I am con-
cerned. The measure calls for sharp and
rapid Increases In the taxable wage base
on the amount of earnings on which the
-social security tax rate is levied. Under
current law the base is adjusted auto-
matically In step Increases and average
wage levels, this year at $16,500, next
year scheduled to rise to $17,700, and by
1981 it would reach an estimated $21,900.
Under the committee bill the taxable
wage base would rise to $19,900 next
January and by 1981 It would advance
to $27,900, which is $6,000 higher than
the current law level.

These excessive Increases hit the
middle-income Americans where It hurts
them the most. It deprives them of
income they otherwise would have used
for savings to supplement their social
security checks when they reach retire-
ment age. It not only cuts deeply into the
amount of money available for them to
spend in the marketplace but also has a
deepening effect on employment at a
time when the jobless rate is already
running at 7 percent, and pulls the rug
out from under capital formation efforts.

I should emphasize, Mr. Chairman,
that our faltering economy needs more
capital formation, not less. Yet this bill
offers exactly what we do not ne,ed.
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Mr. KEMP. Mr. Chairman, will the

gentleman yield?
Mr. ARCHER. I yield to the gentle-

man from New '2ork.
Mr. KEMP. Mr. Chairman, I appreciate

my friend yielding.
I want to compliment the gentleman

on his remarks, as well as those of our
colleague, the gentleman from New York
(Mr. CONABLE).

The gentleman from Texas has pointed
out very well that ultimately the social
security system of this country Is totally
dependent upon the economic growth of
our Nation. This bill raises the marginal
tax rates of all the American people, not
only the middle-class but also the low-
income and wealthy Americans by 13
percent on top of the rates they are al-
ready paying. The result will be to dis-
courage the workers and savers plus slow
the economic growth upon which ulti-
mately a sound social security system
must be based. For Instance a working
man or woman who earns $12,000 and
pays in the 18-percent marginal tax
bracket and who gets a cost of living in-
crease in salary, will then pay in 38- to
40-percent tax bracket on every dollar
over $12,000 by 1980. It is outrageous.

So the gentleman is absolutely correct
in bringing to the attention of this body
this extremely, important information. I
personally appreciate it very much, com-
pliment-him on his remarks, and asso-
ciate myself with him in his effort to re-
duce rather than raise the taxes of the
American people.

This bill is designed to increase both
unemployment and inflation.

The Conable substitute moves in a
much more proper direction and in a
more responsible way.

Mr. ARCHER. Mr. Chairman, I thank
the gentleman from New York.

Increasing a wage base also is unwise
because it gives the illusion, and only the
illusion, of trust-fund wealth. Certainly,
more money is pumped into the funds
immediately; but large wage bases mean
greater average earnings, and greater
average earnings mean greater benefits;
so revenues generated in the early years
through wage-base increases must be
paid" out in later years in the form of
higher benefits.

Another deficiency of HR. 9346, as I
see it, is its handling of the so-called
earnings limitation, the amount of money
a social security beneficiary can earn
without having benefits reduced. That
amount, which also is adjusted annually,
is $3,000 this year and Is scheduled to
rise to $3,240 in 1978. Under the commit-
tee bill, It will go up to $4,000 next year,
to $4,500 in 1979, and thereafter be auto-
matically adjusted again to rising wage
levels.

Mr. Chairman, the increases in the
earnings limitation which HR. 9346 pro-
vides are entirely too skimpy. Frankly,
I am amazed that the bill does so little
In this regard.

There has been more legislation in-
troduced to increase the earnings limita-
tion substantially, or to remove it alto-
gether. than any other change in the
social security system. I have long been
among those advocating outright repeal.
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I am pleased to note that the House will
haveat least two opportunities to join me
In this 'effort.

Perhaps the meat serious deficiency
of the bin, however, ia Its short-ranged,
as well as short-sighted, approach to
meeting the social security system's fi-
nanclal needs.

I agree with the gentleman from Mas-
sachusetts (Mr. Buani) that it Is Ins-'
portant, not just tomorrow, not just In
the next year, but for the 75-year projec-
tion of the system, that the fund be
viable.

• HR. 9346 does not really come clqse to
erasing the long-term, or 75-year deficit.

The committee bill leaves a deficit of
1.69 percent of taxable payroll, which
trnslates Into a deficit of almost. $1 tril-
lion. Our children, and our children's
children, will have to raise that money if
they want to keep the social security sys-
tem going. That Is a heavy burden to
pass along to them.

We have been dodging the system's
financial needs too long. We have been
bold with benefits, but timid with taxes.
to pay for them. Our track record, un-
fortunately, is clear on that score.

Since the social security system first
began paying monthly benefits in 1940,
benefits have been Increased by 510 per-
cent, while the cost of living, as reflected
In the Consumer Price Index, has gone
up 333 percent. Over the past 25 years,
benefits have gone up 40 percent more
than the Consumer Price Index.

In just one recent Congress, the 92d,
benefits were Indreased across the board
by 32 percent—In one Congress. The con-
sumer price index over that 2-year pe-
riod went up only 11.4 percent.

Even more ilhIrni1ntIng Is the fact
that two-thirds of the 32-percent bene-
fit Increase Instituted during the 92d
Congress was not accompanied by any
Increase in taxes or trust fund revenues
of any kind that occurred in 1972. Those
who voted for that 20-percent Increase
in 1972 justified it on the ground that
the system's financial needs had been
projected on assumptions that were too
conservative. On the basis of dynamic
future assumptions, nothing else, bene-
fits were Increased 20 percent across the
board.

Today, the two main social security
trust funds face bankruptcy. Within a
year, the disability Insurance fund is ex-
pected to approach an exhaustion point,
to be followed a few years later by the
old age and survivors insurance fund.

If the 92d Congress had not approved
that 20-percent benefit increase, without
adequate financing, we would face no
trust fund crisis now.

In fact, had they only increased It: 10
percent, we would face no trust fund
crisis now. The trust fund's balance at
the end of 1979, If it had only been a 10-
percent increase, would be about $77 bil-
lion, or 7 percent of outgo that year, In-
stead of just $21 billion, or 18 percent of
outgo, as Is currently projected.

In short, Mr. Chairman, the predica-
ment In which w& find ourselves today
could have been avoided. It was not, as
some have Insisted, brought on entirely
by the twin factors of rising Inflation
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and high levels If unemployment. Those Ways and Means Committee, the gentle-
were - contributing elements, to be sure, man from Illinois (Mr. Rosrn,xowsxi).

The CHAIRMAN. The time of the gen- Mr. E)STENKOWSE:I. Mr. Chairman,
tieman from Texas has expired, there Is. no doubt about the need to

Mr. CONABLE. I yield 2 addItional strengthen the financing of the social
inlnutes to the gentleman from Texas. security program in order to give assur-

The CHAIRMAN. 'ftc time of the gen- ance to the American people that the
tleman from Texas has expired.

, benefits they are counting on win In fact
Mr. CONABLE, Mr. Chalrznan, I yield be paid when the time comes to receive

3 additional minues to thp, gefltleman them. HR. 9346 provIdes the assurance
from Texas. that is needed, and makes clear the Gov-

Mr. ARCHER. But despite 'then the ernment's intention to fully honor the
social security trust funds would not be promises that have been made in the
In a state of crisis in 1977 bad we been social security law.
1es reckless 5 years ago. My 'chief point Some aspects of this bin are contro-
In bringing up this unhappy bit of his- versial, I realize. This was clearly cvi-
tory Is to underscore the folly of taking denced In the deliberations of the Corn-
ft shortsighted view of social 'security mittee on Ways and Means. But, al-
financing. The bin before us not only though the members of the committee
would 'put an unfair burden on middle- strongly disagreed on particular features
income Americans, but it would delude of this bin, a majority were united in a
them into thinking social security had resolve to report legislation now to
been taken care of in such a way that strengthen the financing of the social
they could forget about it. security system.

That simply will not be the case. The I am among those who would have
Congress will have to tackle hard choices preferred a bin somewhat different from
on social security financing again within the one before us. As chairman of the
the next decade or tio, perhaps within Subeonunittee on Health of the Corn-
the next several years. We, already know mittee on Ways and Means, I wb,nt tothat there are more older Americans note that the bin, as reported by the corn-
every year. Between the time the social mittee, provides a slight improvement
security system was launched and the. in the actuarial status of the hospital in-
next century, average life expectancies surance trust fund—the fund from which
at age 65 will have increased more than medicare's hospital insurance benefits3 years for American males and for are paid. I must say, however, that before
American females, about 7 years. Not this outcome was reached in committeeonly are we living longer, we also are there were several different efforts by
more active longer, others to divert very substantial sums of

We also know that the birth rate In money from the hospital Insurance fund,
this country has been declining marked- simply because that fund—even thoughly. As far as we can see in the future,' it had a long-range deficit-was in theit Is likely to at least remain at a low short rim far more solvent than the trustlevel. The combination of these two funds from which social security cash
trends—a sliding birth rate and advanc- benefits are paid.
ing longevity—will combine to produce i might not have resisted these effortsanother financial crisis for the social to divert substantial moneys from the
security system. There are slightly more medicare trust fund If that had trulythan three working contributors to social been necessary to meet a financial emer-security for every beneficiary today. In gency facing the social security cashthe next century, that ratio will have benefits program. But that was clearlydropped at least as low as 2-to-i. The not the situation. For, as Members know,demographics are clear. If we do not this bill befoie you does more than Ins-face this problem and give advanced no- prove the financial status of the trusttice to the citizens of this country' many funds. It also provides substantial Ira-
years in advance, then our children and provements in benefit protection. Threeeven many of us will have to face it. of these benefit improvements (llbera.U-That is why. Mr. Chairman, I hope a zation of the retirement test exempt
sufficient number of my colleagues win amount, elimination of marriage or re-join in support of the substitute for the marriage as a bar to entitlement to cer-committee bin which win be offered by tam benets, and a reduction in thethe gentleman from New York (Mr. duration of marriage required for di-CONABLE). The substitute win make vorced spouses' benefits) will cost $10.9many more improvements in equity than billion between 1979 and the end of 1983will the committee bin. It also will solve alone. Although it is true that otherthe system's financial problems for the benefit changes (mainly the correctionprojected 75 years at a total cost to the of errors in the benefit formula through
contributing taxpayers of less than 1¼- ,"decoupling") have offsetting cost ef-percent increase in the tax rates, and fects, I believe it should be understood
with no increase above present levels In that the bin before us does contain somethe taxable wage base. significant benefit improvements.Most Important, Mr. Chairman, it Let me make it plain that I do not ob-
would bO a signal to our children that we ject to benefit Improvements. What does
are not going to pass this awesome prob-. distress me, though,' is that some people1cm on to them. It would mean that, for do not seem to make a clear distinction
once, the social security buck—In this between legislative action that Is neces-case the "megabuck"—would stop here. sary to correct an emergency in the fi-

Mr. ULLMAN. Mr. Chairman, I yield . nancing of the program, and legislative
10 minutes to the distinguished chair- action taken merely because of an un-
man of the Health Subcommittee of the dertandable desire to liberalize benefits.
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'It Is my Intention lo support the PIah
amendment. which would delete from
the bill mandatory coverage for 1deral.
civilian. State. and lo1 government em-
ployees and em$loyees of nonprofit or-
ganisatbo c mLtLee action In
adopting these universal coverage pro-
visions was taken, hi may opinion, with-
out sucIent condderatlon of the Issues
involved. A numaher of Important factors
originally led to the exclusion of groups
such as local pllcc and Uremen from
• coverage may oiill be valid. As a result
of the committee bill. State and local
retirement systena would have to be ad-

'justed to take ceount of the new social
security coverage. Rathrr than vote In
expanded mau&tory coverage now, we
should spend sns thae working with
those who would be affected to Insure.
before we procel, that there will be no
substantial Increase in overall contribu-
tions and no less of benefits under ex-
Isting pension and retirement plans. We
must study the usetal Impact on State
and local go runents which are already
hard pressed to meet revenue needs. To
illustrate the lmnpt of the committee
bill. I might peisit out that it would re-
qutre the city of hicayo, as an employer.
to pay 66 m1lfton In addition to the
$116.6 million It now x to existing
pension systems. Of primary Importance
Is the confidence of my constituents In
the future solvensy of pension and re-
tirement programs Into which some have
been paying for 5 to 30 years. We should
do nothing which would jeopardize these
programs.

Deleting the universal coverage pro-
visions, as the Fisher amendment does.
Is defensible only if provision Is made
to replace the ta contributions that are
lost as a result. The Fisher amendment
attempts to do this. I regret very much,
however, that tho amendment lnadver-
tently faU to fully replace this lost rev-
enue. Under time amendment, the hos-
pital insurance trust fund would lose
nearly $ZiI Mh1on in revenue over the
6 years begiuning in 1962 and nmnlng
through 1987, In my view this seriously
violates the understanding by which the
committee agreed 'to recommend that
specific amendm.uts be made In order
under the rule. 'the understanding Is
that each amendment wøuld mIntiin
the actuarial status of the trust funds
at the same level as in the reported com-
mittee bill. iao. under the amendment.
there is an additional long-run deficit
of 0.09 percent of taxable payroll In the
cash benefits pregram (OASDI) that I
feel does not comply with the under-
standing by which the amendment was
to be made In order. At an appropriate
time. I Intend Ic seek to correct these
defects In the financing of the Fisher
amendment.

Let me say. belore concluding, that I
believe credit should be given to the Of-
fice of the Mtimry of the Social Security
Administration 1ev its highly profes-
sional assistance to the commIttee

Mr. Chairman, despite a number of
reservations, I support lids legislation
and I umge my Leagm to support it
also,

Mr. NIX. Mr. Cathnan, I yield myself
such time as I may consume.
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• (Mr. 'NIX asked and was given per-'
mission to revise and eatend bis re-
maits.)

Mr. NiX. Mr. Chairman, as my col-
leagues know, at the conclusion of gen-
eral debate an amendment, wbich has
been approved by the Post Office and
Civil Service Committee, will be In order
to title IU of this bill. Our committee
amendment, which would strike those
provisions of the bill which require man-
datory coverage for Federal employees
beginning In 1982, was adopted by a rec-
ord vote oX 25 to 0. when It was consid-
ered by our committee.

• There are any number of reasons why
our amendment should be adopted and
many of them will be discussed by my
colleagues. At this time, however, I want
to stress for the Members that In the
past, attempts have been made to find
methods to provide social security cover-
age for Federal employees and such at-
tempts have failed.

In this regard. I read with deep' Inter-
est the discussion on page of the ye-
port of the Ways and Means Committee
concerning previous studies of this Issue.

That committee's report points out
that over the years, particularly In hOD.
1965. and 1972. studIes concerning social
security coverage for Federal employees
have been conducted and various pro-
posals have been considered. However.
the committee report then goes to state
that none of the proposals advanced has
proved acceptable to all concerned.

Therefore, while several studies bare
been performed, no one yet has come up
with an acceptance plan for extending
social security coverage to Federal em-
ployees.

Notwithstanding this fact, however, the
Committee on Ways and Means now has
decided that the proper way to resolve
this problem Is to mandate social secu-
rity coverage for Federal employees In
1982 and hope that an acceptable method
of achieving such coverage can be devel-
oped before that date.

Mr. Chairman, in my opinion, this Is
an incredible approach to a very com-
plex problem.

What happens If an acceptable method
of coverage for Federal employees can
not be developed by 1982; or If it is found
that extending social security coverage
for Federal employees Is not a very good
Idea after all?

Obviously, the sensible approach Is to
study the feasibility of extending social
security coverage to Federal employees
before we mandate such action,

That Is what the Post Office and Civil
Service Committee amendment does and,
therefore, I urge you to support that
amendment.

Mr. ANNTJNZIO. Mr. Chairman, will
the gentleman yIeld 2'

Mr. NIX. I yield to the gentleman from
flilnols.

Mr. ANNUNZ1O. Mr. Chairman, J ap-
preciate the distinguished chairman of
the Committee on. Post OffiCe and Civil
Service yielding to me.

The gentleman mentioned In his re-
marks that the amendment by the Coin-
mittee on Post Office and Civil Service
passed in the commIttee 25 to nothing.

With respect to this amendment which
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will exclude Federal' employees from the
system, can the gentleman tell me
whether that Is the Fisher amendment so
that, when we go Into the 5-minute rule,
I will know what I am referring to?

Mr. NIX. I have been referring to the
committee amezdment. The FISHER
amendment Is a separate amendment. I
will say to the gentleman that I, of
course, intend to support the Fisher
amendment.

Does that answer the gentleman?
Mr. ANNUNZIO. Then the amendment

of the chairman of the Committee on
Post Office and Civil Service Is asepa-
rate amendment from the Fisher amend-
ment?

Mr. NIX. The gentleman Is correct.
The Fisher amendment will be offered as
a substitute for my amendment.

Mr. ANNLTNZIO. I thank the chairman.
Mr. DERWINSKI. Mr. Chainnan, I

yield myself 5 mInutes.
(M. DERWLNSKX asked and was

given permission to revise and extend hisrarks.)'
Mv, DERWINSKI. Mr. Chairman, In

mandating universal social security cov-
erage for Federal employees, the Com-
mittee on Ways and Means resembles a
sinking ship sending its last desperate
distress signaL Actually, it Is not a
unique experience for the committee and
Its ministration of the social security sys-
tem. It has been bailing water for 40
years with a spoon.

In the current cilsis, after filling all
the lifeboats the committee came up
short and found Itself in need of at least
one more life preserver, It managed to
find one sound and sturdy specimen in
the person of the Federal employee
whose contributions to a bankrupt social
security system could provide artificial,
but temporary, relief.

In unanimously voting to reject the
mandatory coverage of Federal em-
ployees under the social security system,
the Committee on Post Office and Civil
8entce responded with genuine biparti-
san concern to extract the Committee on
Ways and Means from a highly Imprac-
tical and possibly untenable position.

Our commfttee amendment represents
a return to reason. Adopted by a 25-to-O
vote, ft provides a logical basis for ar-
living at a decision as to whether or not
Federal employees should be compelled
to contribute to the social security sys-
tem. In addition, our amendment calls
f or comprehensive studies of all aspects
and consequences of universal coverage
for Federal employees WithIn 2 years.
Fellowing that there would be legislative
recommendations, and then, and' only
then, would there be congressional de-
ebions. It is a careful, step-by-step ap-
proach, with each separate piece being
developed with the view of fitting Into a
master mosaic, if such a design proves
worthwhile.

Contrast that with the approach taken
by the Committee on Ways and Means.
Their bill dictates that Federal em-
ployees will be covered by social security,
effective in 1982. In a fill-In-the-blanks-
later approach, the committee was silent
on such key Issues as a dual system for
Federal employees, the level of their
contributions, or for that matter, how



October 26, 1977
the new expanded system would work.
Instead, the committee decided that be-
tween now and 1980 the Secretary of
Health, Education, and Welfare and the
Civil Service Commission will prepare a
detailed study on how this mandatory
Integration Is to be accomplished. It is an
approach which goes well beyond the
credit card philosophy of "buy now, pay
later?' The committee is telling Federal
employees they must buy its product,
sight unseen, and perhaps suffer, the
consequences at a later date.

The Post Office and Civil Service Com-
mittee, by its action, did not 'dismiss out
of hand the possibility of eventual social
security coverage for Federal employees.
What we are proposing Is a study of the
Issue to be followed by recommefldations
and then legislation.

Although the Federal civil service re-
tirement system is burdened with an un-
funded liability of its own, its current
assets and cash flow evidently are too
tempting to resist for a bankrupt social
security system. Total assets of the fund
are $43 billion and the annual earned
Interest Is $2.5 billion.

Now let us look at the Federal old-age
and survivors Insurance trust fund.
Outgo exceeded Income In calendar year
1975 by $1.5 billion, and In calendar year
1976 by $3.2 billion. This year (1977),
outgo Is expected to exceed Income by an
estimated $5.6 billion. Unless additional
funding l provided, the trustees of the
system predicted—

The aMets of the disabilIty Insurance trust
fund are expected to decline until the fund
Is exhausted In 1979. The assets of the old-
age and eurvivors trust fund are 1so ex-
pected to decline, In the abaence of addi-
tional Snancing, until the fund Is exhausted
In the early 1980's

To tamper with the civil service re-
tirement fund In the absence of stautory
assurance that accrued benefits of Fed-
eral employees and annultants will not
be denied or diminished Is to break faith
with our Federal employees. It Is an act
of Infidelity which deserves to be soundly
rejected. In rejecting the Ways and
Means Committee approach we will be
telling our employees that we prefer to
base our actions on facts rather than
gimmicks.

Mr. Chairman, I join In supporting the
amendment that will be offered by the
House Committee on Post Office and
Civil Service, under Chairman Nix.

I should also like to point out—and I
say this appreciating the reputation,
well-deserved or otherwise, that the
Committee on Ways and Means has ac-
quired over the years—that it Is the
House Committee on Poet Office and
Civil Service which Is adopting a states-
manlike role at this time. The men wear-
ing the black hats, the villains, are clear-
ly those members of the House Ways
and Means Committee whom we will be
saving from their own folly.

If it is a matter, then, of committee
consideration, Mr. Chairman, I urge all
of the Members to support the states-
men of the House Committee on Post
Office and Civil Service, who are doing
their best for the Federal employees of
our Nation.
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I would like to point out that the basic
problem here is that we are changing
the rules In the middle of the stream,
because the charge that many members
of the civil service are also covered by
ocIal security is an accurate one. How-
ever, there Is not anything Illegal, any-
thing immoral, anything Improper
about this.

What you are doing now is coming
along and saying to the people covered
by civil service retirement that we think
their fund should be absorbed Into the
old-age and survivors Insurance fund.
We are saying, "We think that after 1982
you should be pei1siIed if you have also
acquired Social Security coverage."

That Is the goal of the Committee on
Ways and Means.

1 would like to point out that we are
thus adversely affecting potentIally 2.9
million people, and I say "potentially"
because our figures indicate that at the
present time approxImately 80 percent
of the Federal civil service employees are
already covered by social security. This
Is because of employment prior to enter-
'Ing Federal service or because of moon-
lighting or because of employment after
they have retired. It Is a perfectly legiti-
mate, normal procedure that they follow.

Therefore, Mr. Chairman, I would
urge support of the House Committee on
Post Office afld Civil Service's position.

Mr. CONABLE. Mr. Chairman, will the
gentleman yield?

Mr. DEEWINSKI. Yes, I will yield to
the gentleman from New York, the dis-
tinguished minority member of the Com-
mittee on Ways and Means who, I un-
derst.and, has been using hIs own time
and obviously needs much more time to
develop the reasons for hIs own position.

Mr. CONABLE. Could weaum up the
gentleman's position by sayIng that the
Committee on Post Office and Civil Serv-
ice represents Federal employees and the
Committee on Ways and Means repre-
sents everybody else?

Mr. DERWINSKL No. No. I would say
that the House Committee on Post Office
and Civil Service also represents every-
body else because we have not been re-
sponsible for the last 40 years as the
gentleman's committee has for misman-
agement of the social security trust fund.

Mr. CONABLE. It Is suggested that if
we were not to adopt the Fisher amend-
ment, we would require not the changing
of horses in midstream but the changing
of horses 4 years before we get to 'mId.
stream, and at that point the Commit-
tee on Post Office and Civil Service would
work out the Integration formula. Can
we not assume that the Committee on
Post Office and Civil Service would do
it In the Interest of Federal employees?

Mr. DERWINSKI. 'No.
Mr. CONABLE. The gentleman would

not do it In the interest of Federal
employees?

Mr. DERWINSKI. No. ,I think we can
assume that what we call for Is a study,
and based on the informat&on we would
then legislate. What the gentleman's
committee has done is legislate efore
they have conducted proper research as'
to the effect on the 2,900,000 Federal,
employees.
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Mr. CONABLE. Civil employees, the
gentleman is talking about. The 'Federal
military employees are already covered;
Is that not correct?

Mr. DERWINSEL That Is right. In
other words, what the gentleman is doing
is presuming that by 1982 there will be
a formula, good or bad, to take care of
their absorption Into the trust fund.

Mr. CONABLE. Can the gentleman
tell me if we gave 4 years warning to all
other occupational groups that were In-
eluded under civil service? We did not
give them any choice; we said this was
mandated coverage and that we Intended
to move toward universal coverage. If
we told them that 4 years from now they
will have to have dealt with the gentle-
man's patrons on the Committee on Post
Office and Civil Service and worked out
with them a favorable arrangement, as
the gentleman is charging now, the
gentleman might be capable of doing it?

Mr. DERWINSKI. No. I do not recall
that very many people have been given
the choice, but I would hazard the guess
that if we had the traditional American
secret ballot and gave people the optioi
now to withdraw and then take the route
of some form of Insurance coverage
rather than social security, we would
have a massive exodus.

Mr. CONABLE. Would the gentleman
also suggest that If we had a public

• referendum on the Income tax that most
people would elect not to be taxed?

Mr. DERWINSKI. Yes; I think that is
true, but I think the difference is In one
case the Income tax is certainly needed
to operate the country; in the case of the
social security trust fund, where for 40
years there has been an emphasis on the
benefits and, a deliberate delay In re-
quiring balanced payments, a monster
has been created. I do not believe at
• thlspolnt the Federal civil service em-
ployees should be utilized In an attempt
to conduct a short-run operation. I think
we would have to address the entire
problem and not just suddenly erase the
retirement system of the Federal civilian
employees as an effort to bail out the
social security system.

Mr. CONABLE. 1 would urge the gen-
tleman to read the record on this. No-
body Is advocating ceasing the Federal
retirement system, and that has been
addressed at some length earlier here
today. We are talking about an Integra-
tion of the benefits, but the systems
would remain separate, Inviolate, and
complementary, and probably the bene-
fits for Federal employees 'vou1d be In-
creased In the process, If I know the
Committee on Post Office and Civil
'Service.

Mr. DERWINSKI. No. In the Inte-
gration goal of the gentleman's com-
mittee it Is to place a ceiling upon the
Federal civil service employees In which
an Individual qualified, under both pro-
grams would have one or the other pe-
nalized. That, as the gentleman knows,
Is the ultimate goal.

Mr. CONABLE. I disagree with the
gentleman's Interpretation.

Mr. NIX. Mr. Chairman, I yield 3 mm-
Ut.' to the gentlewoman from Maryland
(Mrs. SPsi.utsic).
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(Mr&EILMAN addressed the Coin-
mittee. Her remarks will appear here-
after In $he tensions of Remarks.]

Mr. NIX. Mr. Chairman. I yield 3 mIn-
utes to the gentleman from Virginia (Mr.
HAurs).

Mr. HARRIS. Mr. Chairman, I rise In
support of the committee amendment
which will be offered and In opposition
to sectIon 301. I hope to clear up some o
the confusion with respect to what this
vote for the committee amendment will
accomplish. It is not a vote on universal
coverage. The proposal Is slwply to be
able to say to 3 3 million American citi-
zens what we are going to do to them as
we do it to them, not to say to them that
we are going to put them under a system
but we do not know what the effect on
them Is going to be when we put them
Into that system.

I think this is an extremely Important
point. We are tf1k1ng about the security
of 3 /2 million Americans. Whatever your
views of Government employees may

view happens to be rather high
of them and I think they are good, loyal
Americans and that we have depended
upon them a great deal—I think we have
to realize that when we are talking about
their retirement program we are talking
about something terribl; Important to
them which has to do with their life and
security and future.

Can Members Imagine going to one of
my constituents or a constituent of an-
other Member, a person who happens to
be a Government employee and explain
to him or her the following: "You have
been contributing to a retirement pro-
gram for 15 years. You have planned for
the future of your family and yourself,
and their future, on that retirement pro-
gram, but now we are going to change
that retirement program rather dras-
tically. We do not think It is going to
hurt you a whole lot, but we do not know
exactly how we are going to do It. but
we, the Congress of the United ntates,
have made the decision to do this." Can
Members imagine telling someone who
has been planning on the retirement pro-
gram like this for 15 years, who is ex-
pecting in the next 5 or 10 or 15 years to
uti11ze the fruits of that program to
which he or she has been contributing.
can Members imagine telling that per-
son that we are going to change the pro-
gram drastically but we do not know
how? It may bethat this body will decide
to integrate the civil service and social
security programs in 1980. It may be that
we decide that is the thing to do, that
there Is a way to do it. We do not know
now and we should not go to 3 million
Americans and say: "We have done
something that we do not know the re-
'suits of."

I urge the Mmbers to give us the
chance to come up with a program that
at least says to those American citizens:
"This is what we are going to do' as we
do it. I think It Is absolutely essential If
we are going to exhibit the responsibility
that we have here in the House of Rep-
resentatives.

Mr. LEVITAS. Mr. Chairman, will the
gentleman yield?
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Mr. HARRIS, I yield to U geuitivwan
from Georgia,

Mr. LEVITAS. Mr. Chairman, I thank
the gentleman for yielding.

The CHAIRMAN. The time of the
gentleman from Virginia has expired.

Mr. NIX. Mr. Chairman, we only have
3 mInutes left and that has been allotted.

Mr. DERWINSKI. Mr. Chairman, I
will yield 3 mInutes to the gentleman
from Virginia.

Mr. HARRIS. I thank the gentleman
from flhinola Mr. Chairman, I yield to
the gentleman from Georgia.

(Mr. LEVITAS asked and was given
permission to revise and extend his re-
marks.)

Mr. LEV1TAS. Mr. Chairman, I would
like to ask the gentleman from Virginia,
would a vote for the Civil Service Com-
mittee amendment and the Fisher
amendment, be a vote against universal
coverage, or it Is simply an opportunity
to design the system of universal cover-
age before the universal coverage be-
comes effective?

Mr. HARRIS. It most certainly is not
a vote against universal coverage. It Is a
vote In favor of a study that will bring
to us an implementing plan, if the Con-
gress decides to implement universal cov-
erage. It Is simply putting the horse be-
fore the cart.

Mr. ORADISON. Mr. Chairman, will
the gentleman yield?

Mr. HARRIS. I yield to the gentleman
from Ohio.

Mr. GRADISON. Mr. Chairman. I
thank the gentleman for yielding.

In referring to Federal employees, the
gentleman used the word "they". It Is
my understanding that the committee
amendment as it comes to us would ex-
tend coverage to Members of Congress.
that the Fisher amendment would for
the time being, at least, exclude Members
of Congress from sUch coverage.

I would pose to the gentleman this
question. I frequently run into comments
from my own constltuent.s who wonder
why if Social Security Is such a desirable
plan we are mandating them to be under
it, whether they wish to be under It or
not, but we fail to bring ourselves as
Members of Congress under this plan.

I would welcome the gentleman's com-
ments on this question, which I am sure
the gentleman has run into also.

Mr. HARRIS. Mr. Chairman, quite
simply, if the amendment were before us
'with regard to Members of Congress. I
am sure my colleague and I would have
a much more difficult choice. This
amendment Is not with regard to Mem-
bers of Congress exclusively. It Is with
regard to the Federal civil service retire-
ment program. It would seem to me that
a vote for the committee amendment
would enable my colleague to tell those
that ask the gentleman this question that
the gentleman has, in fact, voted in favor
of coming up with a program that would
allow the gentleman to decide that the
gentleman could come under the pro-
gram without disrupting the civil service
program.

Mr. DERWINSKI. Mr. Chairman. I
yield such time as he may consume to the
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Ueman from Minnesota (Mr.P.—.
(Mr. FRENZEL asked and was given

permission to revise and extend his re-
marks)

Mr. FRENZEL. Mr. chairman, in con-
sideration of amendments to the Social
Security AcL I believe Congress first
priority should be to restore financial
Integrity to the system for as long a
period of time possible and thus Insure
annuity payments to people who have
worked all their lives and to whom we
have promised such payments.

The bill before us today (HR. 9346).
if passed by the House without amend-
ments, would stabilize the social security
trust funds for the next several years,
but still leaves a long-range actuarial
deficit of 1.69 percent of taxable payroll
over a 75-year period. That Is a deficit
of $880 billion—a figure for larger than
the public debt. Further, the bifi con-
tains unnecessary, substantial tax In-
creases and huge raises in the wage base,
which can only result in decreasing
employment and depressing our econ-
omy.

Successful management In the con-
solidation of funds would have obviated
the bulk of the extra taxes, provided
some additional "sweeteners," and re-
sulted in a long term, financially sound
social security system. The committee
had these alternatives avaflable to them,
but chose otherwise.

The Conable, Archer, Steiger, Ket-
chum, Schuize, and Rhodes plan Is the
only responsible plan developed to
restore complete public confidence in
the system. Not only Is thIs 15 point
package economically sound, but it re-
structures the finasicing without an
added tax to employers and employees
until 1982, and at the same time, it elim-
inates a majority of the inequities in
the current system.

There are three things that my con-
stituents seem to want most in a social
security system: First, a sound financial
structure that guarantees the benefits we
have promised; second. the raising or
removing of earnings limitations; and
third, the smallest tax increase possible,
or none at all, to support the system.
The Conable altei'native comes closest to
meeting these requests.

The major differences between H.R
9346 and the Conable alternative, which
is being offered to us today, Is that the
Conable approach would solve the sys-
tam's short-range financial problems
with a total tax rate increase of only
1.2 percent above present law levels over
the next 75 years. It would also remove
the limit on the amount of money a
social security retiree aged 65 and older
can earn without having benefits re-
duced. It would provide a new "work-
ing spouse's benefit" designed to help
working wives receive an additional
benefit based on their own contributions
to the system, as opposed to that 50 per-
cent benefit received by all spouses.
whether or not they coniributed to the
funds.

Most importantly the Conable proposal
places the system within safe actuarial
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bounds—considered to be close to abso-
lute If the deficit Is not greater than 0.67
of taxable payroll—the proposal leaves
a minute deficit of 0.23 percent. I urge
my colleagues to give this alternative
proposal serious consideration.

An enormous amount of misinforma-
tion has been published and circulated
recently on the bill's universal coverage
provisions. The vast majority of my con-
stituents who would be affected by title
El have been led to believe that the
committee Intended to confiscate all the
Federal and other retirement funds and
deposit these funds Into the ailing social
security trust funds—leaving vested an-
nultants without coverage—in order to
bail out the social security system.

I cannot think of a better way to create
rank among some 7 million workers than
to distort these provisions. Actually they
would assure no disadvantage to employ-
ees and would alleviate many gaps and
disadvantages In the current system. I do
not believe that misunderstanding of
these facts should be sufficient cause for
us to prolong the sensible enactment of
universal coverage for possibly another
42 years.

The committee adopted universal cov-
erage for a number of strongly felt rea-
sons. Universal coverage Is a natural,
desirable goal of any nationwide, man-
datory social insurance system. This goal
has prevailed since the Inception of the
program In 1935 but has been a political
problem. Public discussion of universal
coverage has taken place for many years
and it has long appeared that a large
majority of Americans favor It.

It has become increasingly difficult to
justify to those 9 out of 10 Amerlcan
workers covered by the system why the
Wth person is not covered—and why
those who administer and legislate the
program are not covered by It. The most
recent Social Security Advisory Council's
report indicated that universal coverage
is of great importance toward assuring
good protection and portability for all
workers on an equal basis and strongly
recommended its enactment.

The civil service retirement program
contains a number of gaps or disadvan-
tages to Federal employees which will be
alleviated by enactment of universal
coverage. Improvements will be: First,
civil service benefits become taxable
when the total amount of the employee's
own contributions to his retirement have
been paid out but social security is not
taxable; second, assuring portability of
coverage and eliminating serious gaps In
existing coverage; third, assuring sur-
vivor coverage without reduced benefits;
fourth, shorten eligibility time for dis-
ability benefits; and fifth, provide qual-
ity health benefit coverage. The enact-
ment of universal coverage is plaIn
commonsense. Efforts to delete or delay
this coverage should be opposed.

Consistent with the Conable proposal
are the amendments being offered to In-
crease andjor phase out the earnings
limitations provisions. Earnings limita-
tions are the most unpopular provisions
of the Social Security Act as evidenced
by the number of bills Introduced to
abolish the limitation that have far out-
numbered other proposed changes. Earn-
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thÉs Thnltations was the most widely dis-
cussed Issue during the recent public
bearings before the Social Security
Subcommittee.

My own constituents have Indicated to
me that they, too, are disturbed by the
existing limits and would support sub-
stantial increase In the limitations. My
first preference would be to repeal the
earnings limitations. However, I would
support amendments to Increase the lim-
Itatlons above those provided In HR.
9343—44,000 In 1978 and $4,500 In 1979.

Finally, I am bopeful that we can pass
a sensible bill that will restore public
confidence and financial soundness to
the social security system with the mini-
mum cost to employers and employees
with the maximum extend possible bene-
fit structure.

Mr. DERWINSKI. Mr. Chairman, I
yield such time as he may consume to
the gentleman from Missouri (Mr.
TAYLOR).

Mr. TAYLOR asked and was given
permission to revise and extend hIs
remarks.)

Mr. TAYLOR. Mr. Chairman, I rise
in support of the amendment to strike
the provisions of HR. 9346, that seek
to force the merger Into the social se-
curity system of all Federal. State, and
local government retirement plans.

The proposal, for example, could have
an extremely detrimental effect on the
retirement plan of the teachers of the
State of Missouri who pay Into It a con-
siderable amount of their Income each
year. It is a good, strong plan and the
teachers of Missouri are not Interested
In having it diluted In any way. I think
they are right.

The idea of establlsl'Jng a date when
such a merger should take place and then
requiring that a study be made on how.
best to accomplish it is to me a question-
able, If not Irresponsible way to legislate.
It is In fact placing the cart before the
horse.

Mr. Chairman, hardly a day goes by
that someone In this body does not rise
to denounce the bureaucracy for usurp-
ing the prerogatives of the Congress by
issuing regulations to implement laws
that we have enacted. You know as well
as I that requiring the 8ecretary of HEW
to tell this body how to merge all of the
retirement systems Into one means that
we will be reading the results In the Fed-
eral Register, probably too late to do
anything about them. Furthermore, our
constituents will have lost more faith in
the ability of their representatives to act
only after thoughtful and open delibera-
tion and we will deserve It.

Mr. Chairman, let us not act today in
a manner that would further erode the
prestige of this body. Let us remove this
ill advised portion of the bill and move
on to the work at hand.

Mr. DERWINSKI. Mr. Chairman, I
yield 2 minutes to the gentleman from
Illinois (Mr. MCCLORY).

(Mr. McCLORY asked and was given
permission to revise and extend his
remarks.)

Mr. McCLORY. Mr. Chairman, I thank
the gentleman for yielding.

Mr. Chairman, I want to express my-
self In support of both the amendment
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to be offered by the Committee on Post
Office and Civil Service and the substi-
tute amendment to be offered by our
colleague, the gentleman from Virginia
(Mr. FISHER).

It would seem to me most unfair to
not only the Federa}-employees who ar
enjoying the benefits of Federal retire-
ment programs, but likewise the State
and local employees who are under
municipal and State retirement plans,
to provide for the combination or the
coordination of all such retirement pro-
grams with social security, as appears
to be mandated by this legislation. It is
my view that we should first have an
appropriate study. Indeed, it would seem
to me to be quite Improper, quite wrong
way to legislate such "universal cover-
age" without the benefit of a prior study.

I am hopeful, therefore, that both the
amendment and the substitute will pre-
-vail and that we can study this subject
and see to what extent, If any, we want

• to establish a program of what is called
universal coverage, by which retirement
programs would be combIned or coordi-
nated In some manner or other.

Mr. NIX. Mr. Chairman, I yield such
time as he may consume to the gentle-
man from Connecticut (Mr. COTTER).

(Mr. COTTER asked and was given
permission to revise and extend his
remarks.)

Mr. COTrER. Mr. Chairman, I rise in
support of HR. 9346, the Social Security
Financing Amendments of 1977.

As a member of the Social Security
Subcommittee, I sin keenly aware of
the scope of this legislation. The steps
taken In the bill require additional hun-
dreds of dollars of tax for average work-
ing men and women. These painful steps
will provide the financial stability the
system now lacks.

Many Members are too young to re-
member the suffering of America's elder-
ly during the years of the Great Depres-
sion. When the banks closed and their
lifetime savings were wiped out, many
retired workers were left completely
unprotected. They often could not turn
to their Impoverished children for hell),
and municipal relief programs were los-
ing ground to unemployment so massive
that, as Fortune magazine reported at
the height of the crisis. "city after city
has been compelled to abandon a part of
Its dependent population." -

The Social Security Act, which Presi-
dent Roosevelt signed Into law on Au-
gust 4, 1935, was designed to make sure
this disaster never happened again.
"The civilization of the past hundred
years, with its startling industrial
changes, has tended more and more to
make life insecure," Roosevelt said at
that time. "Young people," he said,
"have come to wonder what would be
their lot when they caine to old age"

Today there are over 28.4 million re-
tired workers and other social security
recipients. In addition, there are over
4.6 mIllion Americans receiving social
security disability payments. Total so-
cial security benefits are in excess of $76
billion each year.

In my own State of Connecticut, over
441,000 residents receive social security
benefits—approximately one-sixth of
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Connecticut's tot.al population and we all
know older citizens whose monthly check
Is the bedrock of their financial exist-
ence.

Given this Impact on so many Amen-
cans, It Is no wonder that stories of "so-
cial security going broke" create fear and
apprehension.

The disability trust fund will literally
be broke by 1979, and actuaries inform us
that the retirement fund will be n the
same position by 1982, and the medicare
trust fund by the late 1980's.

There is understandable confusion
over this situation. Many persona still
believe that social security is like a tradi-
tional Insurance program, but In fact,
social security Is actually an income
transfer program; today's workers are
providing the money for today's benefits.

There are two related problems—in-
flation and population. Inflation has
played havoc with the automatic cost-of-
living increases. By indexing both bene-
fits and wage base, the old formula actu-
ally Increased benefits beyond the tradi-
tional wage replacement ratio. It al-
lowed to continue into the future, this
deficit would cost the system billions of
dollars. In addition, the demographic
changes in our population are a source of
grave concern. Briefly, our population is
getting older. Presently there are three
workers for every social security recip-
ient. By the year 2000, there will be only
two workers for every recipient. With
fewer workers, the tax burden must in-
crease to keep the system solvent.

Here are some of the controversial pro-
visions we must consider in H.R. 9348:

The wage base used to calculate social
security taxes would increase from $18,-
500, the present figure, to $39,500 in 1987.
Under the present law, the base would
have increased to $31,200 in 1987.

The social security tax rate will also
Increase, but, only after 1981. The in-
crease will be fifteen one hundredths of
1 percent. It will be higher If we adopt
the Fisher amendment.

This means that taxpayers whose in-
come Is $18,500 or less will not pay higher
taxes at first, but those who earn over
$16,500 will find that more of their in-
come is eligible for the tax.

The Ways and Means Committee de-
cided to increase the wage base because,
under the orIginal 1935 act, 90 percent
of the Nation's .payroll was supposed to
be subject to the social security tax.
SInce 1935, however, the tax has fallen
to 83 percent. Under thIs new bill we will
again cover 90 percent by 1987.

The committee also voted to keep the
tax equal for both employers and em-
ployees. This is essential in my view.

The legislation includes a decoupling
amendment which will correct the pres-
ent law's defective cost-of-living for-
mula. ThIs provision alone should reduce
the long-term deficit by half.

The system will be granted emergency
borrowing authority under the bill. ThIs
provision was *nltten on the assumption
that the economic forecasts could prove
to be wrong. An unexpected economic
disaster, for example, would upset un-
employment predictions.

Borrowing authority is not the same

as using general revenues to finance the
system's deficit, an option the commit-
tee rejected. The committee felt that
general revenue financing, If given a
precedent, would make it Impossible for
future administrations to balance the
Federal budget. The philosophy of the
Social Security Act has always been that
the system should pay its own way.

As a result of this thinking, the bor-
rowing authority could be used only in
an economic emergency and the money
borrowed would have to be paid back
to the U.S. Treasury. I must tell my
colleagues that I am not enthusiastic
over thIs provision and since the reserves
will not dip below 25 percent it will prob-
ably never be triggered. I will vote to kill
this provision.

One of the committee's most contro-
versial decisions was to approve "univer-
sal coverage," a requirement that Fed-
eral, State, municipal, and Postal Serv-
ice employees, who have their own pen-
sion programs, would join the system by
January of 1982. This provision Is sup-
posed to increase tax revenues for the
system's short-term deficit.

The original justification for universal
coverage was to get early year revenues
to help with the short-term deficit.

I voted against "universal coverage"
because the committee had no plans to
explain how the pension programs would
be integrated with the social security sys-
tem. Almost 10 million presently uncov-
ered workers have planned their retire-
ment on the assumption that they would
receive the benefits guaranteed In their
pension plans, and I think it Is unfair
for Congress to legislate a major change
without understanding how it would af-
fect these workers.

I am hopeful that the House will re-
ject universal coverage in this legisla-
tion tnd vote for the Fisher amendment.

For beneficiaries one of the most dna-
matjc changes under the legislation will
permit them to earn more than $3,000,
the present income limit, without any re-
duction in benefits. The limit would be
raised to $4,000 in 1978, and $4,500 in
1979. Any further increase in retlFement
would be unjustified at this time.

Several serious problems were not ad-
dressed in this year's bill and will be
taken up next session.

I commend HR. 9346 to my colleagues
and urge their careful consideration.

The House must act this year to set
the social security system on a sound fi-
nancial basis. ThIs bill Is strong but nec-
essary medicine to accomplish thIs goal.

Mr. NDC. Mr. Chairman, I yield the
remaining time allotted to me to the dis-
tinguished gentleman from MIchigan
(Mr. FORD).

The CHAIRMAN. The gentleman from
Michigan (Mr. F'ozn) Is recognized for 3
minutes.

(Mr. FORD of Michigan asked and was
given permission to revise and extend his
remarks.)

Mr. FORD of Michigan. Mr. Chairman,
we find ourselves In a very difficult state
here today with' an absolute recognized
need to act with dispatch on social secu-'
nity reform. There is not anyone in this
Chamber who can legitimately q'iestion

the need to go ahead and gc ahead
quickly. Unfortunately, the Committee
on Ways and Means has presented us
with a three-horned dilemma, If there is
such a thing, and the Committee on
Rules has added another. horn to the
three-horned dilemma by combining it
with an enigma.

The situation we find ourselves In par-
liamentanily at the moment Is that the
recommendation of the Committee on
Post Office and Civil Service which we
have been debating and we have been
hearing about for the last few moments
cannot be reached for a vote until after
we first vote on a substitute to be offered
by the gentleman from Virginia (Mr.
FIsHER), which Is made in order as the
substitute amendment will be up for a
vote first.

I supported and voted for the Spell-
man or committee amendment in the
Committee on Post Office and Civil Serv-
ice—to exclude Federal employees from
coverage at thIs time and mandate a
proper study of the need for future
clange.

There will not be an amendment of-
fered by the committee because the
amendment Is already printed In the bill
as it is reported to the floor. Members will
find the Post Office Committee's recom-
mended language starting on page 168,
going through page 169 of the bill. It Is
in the bold black print, following the
previous pages of language starting on
page 164 of the original proposed bill
from the Ways and Means Committee,
which would be stricken by the commit-
tee amendment. So, it Is now a commit-
tee amendment printed in the bill. The
Fisher amendment will be offered as a
substitute for it.

Here is where we get Into trouble: As
a member of the Post Office Commit-
tee, I voted with the majority. The chair-
man has indicated that there was not a
dissenting voice or vote in that commit-
tee on rejecting the Ways and Means
Committee proposal which presupposes
the need for universal coverage, includ-
ing Federal and local employees. Having
decided to do that and recognizing that
we do not know how to do it, it Is sug-
gested that in the interim, before it be-
comes effective, somebody will study it
and come up with a way to do it.

I have never heard anything quite so
ridiculous. We have a suggestion that
can affect millions of people and their
families with a change in the law, and
we are then told to delay it for 2 years
and say, "We are going to study how It Is
going to react upon you." The Ways and
'Means Committee then threw some friv-
olous language into the report saying,
"We trust that the people we have asked
to study thIs will figure out how to do it
so that you will not be disadvantaged
with respect to your futures and your
families."

That Is totally unrealistic. Predicated
on what has been occurring In the Ways
and Means Committee, they looked
around to find where they could find
more money; they said, "Yes, look at all
these Federal employees. Maybe we cn
get some money from them." Sadly, I am
led to believe that this may be the real
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reason why we are now oonsidenng the
need for these amendments.

I am opposed to any action In this or
any Social Security Act which will affect
existing employee pension systems.

Mr. DERWINSHI. Mr. Chairman, I
yield such time as he may consume tn the
gentleman from California Mr. DoN H.
CLausms).

(Mr. DON H. CTAUSEN asked and
was given permission to revise and ex-
tend his remarks.)

Mr. DON H. CLAUSEN. Mr. Clmlrinaii,
the news that the social security system
Is In serious trouble sent shock waves of
concern throughout my congressional
district. However, the "quick fix" being
proposed by the House Ways and Means
Committee In the present form of HR.
9346. the "social security financing bill,"
has sent even greater shock waves
throughout my six counties.

There Is no question but that the social
security system faces serious trust fund
deficits as a result of Inflation, high un-
employment and the decline In the birth
rate. More Importantly, some congres-
sional actions have changed the basic
eharacter of the system from a retire-
ment plan to a welfare program and have
led to the crisis we now face—namely,
the bankruptcy of the disability fund by
1979 and the exhaustion of all funds in
the old age and survivor's fund by the
early 1980's. In- 1940, when the system
was first started, there were 42 workers
paying Into the system for every one per-
son receiving benefits. Today, this ratio
has slipped to about three workers for
every one beneficiary.

In 1965, I stated on the floor of the
House that:

The costs will continue to rise and the
problems —of administration will increase.
Purther, I will predict that each Congreas-
mans mail over the next decade will Increase
tenfold as he finds himself In the poeltkrn of
clalm adjuster for disillusioned and dissat-
isfied constituents.

I venture to say that my prediction has
been fulfilled as witnessed by the devel-
op!nent of this legislation.

We must consider long-term solutions
to this crisis and avoid any hastily Im-
posed solutions which may send the sys-
tem Into a worsb tail-spin. .A politically
expedient solution Is not going to satis-
fy the 34 million people now depending
on the system for benefits nor will It re-
assure the 100 mIllion working Amer-
icans on whom the burden of supporting
the system fails. A thorough reform is
needed to place the system on a sound-
running basis.

I have been following the discussions
with great Interest here today and I In-
tend to listen to and evaluate every
amendment to be offered. In the final
analysis, my voting pattern will be di-
rected toward these basic guiding prin-
ciples:

The social security system must be fi-
nanclally sound;

We must adjust the system to reflect
changes in the living and working pat-
terns of both men and women which have
taken place inour society;

Policies which discriminate against
women and working spouses must be
changed;
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The earnings limitation must be in-
creased and hopefully removed entirely;
and

We must address the short-range ft-
nancing problems of the system but also
look to establishing an actuarially sound
long-term approach.

What Is needed is a comprehensive
plan which restores financial soundness
and equity to the social security system
without imposing unacceptable tax bur-
dens. Hard-working middle income
Americans must not be saddled with the
foil burdeiL

Developing legislation which u the best
solution to these problems will not be an
easy task and all of us will be forced to
make a number of very tough decisions
on pending amendments.

One particular proposal has, I believe,
been misinterpreted and misunderstood
by many people. I refer to the proposal
alitch would change the retirement age
from 65 to 68. Many working people fear
that they would be suddenly forced to
work three more years for which they
have not planned. This is not the Intent
of the proposal. It calls for a gradual ad-
vancement in the retirement age to 68
ahich would not be effective until the
year 2000 and would become fully effec-
tive in the year 2011. I urge my colleagues
to listen closely to the debate on this Is-
sue—because no person over 42 years of
age today would be affected by this pro-

• posal. They will continue to qualify for
benefits at age 65 or 62 as Is now the
case.

Of utmost concern in my area is the
question of mandatory coverage. H.R.
9346 in its present form mandates for the
first time sodlal security coverage for
three categories of workers; Federal em-
ployees, State and local government em-
ployees, and the employees of nonprofit
organizations.

It Is a well established principle of
constitutional law that the Federal Gov-
ernment cannot force a State to spend
money. Requiring the States to partici-
pate In the social security system Clearly
violates this principle.

A similar problem arises with any at-
tempt to force nonprofit organizations to
join the system. Since these organiza-
tions are now exempt from paying taxes,
joining the social security system would
violate this exemption. Also, once the
precedent of weakening the tax exempt
status of these groups has been estab-
lished, I fear that additional burdens
may be placed on them, driving many
under and costing the American public
the many valuable services they provide.

In addition to the constItutional ques-
tions raised by—this legislatIon, there is
also a number of practical consIdera-
tions. Cities within my congressIonal dis-
trict have written expressing concern
over the Impact this legislation will have
on local budgets. For example, the city of
Sonoma estimates that it will cost the
city $43,000 per year. Taxes would have
to be raised 25 cents per $100 assessed
valuation or 4 to 5 employees would have
to be laid off. Sonoma, at the present
time, only employs 40 full-time workers.
Laying off 4 employees would be a 10 per-
cent reduction in employment.

The city of Santa Rosa. the largest in
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my congressional distnct estimates a
cost fo $550,000 per year. This amounts
to 16 cents on the local tax rate, or an in-
crease in property taxes of 13 percent for
all property owners. Expanding these im-
pacts to a national scale produces stag-
gering results.

I have also received several hundred
letters and phone calls from Federal,
State and local employees living In my
congressional district. In particular, the
teachers and postal employees have been
In contact with me expressing their op-
position to mandatory coverage. I share
their concerns and Intend to vote for the
Fisher and Nix amendments which will
strike this section of the legislation.

I am pleased to note that the bill be-
fore us does attempt to address some of
the present inequities In the present sys-
tem. The current income limitation of
$3,000 penalizes older Americans who
can and want to work supplement their
retirement income. The present bill pro-
poses to raise the limitation to $4,000 in
1978 and $4,500 In 1979. As a sponsor of
separate legislation to remove the earn-
ing ceiling entirely, I urge my colleagues
to consider using this vehicle to accom-
plish this goal.

The bill would also pennit bene-
ficiaries, nw.st Importantly widows, to
continue collecting benefits even If they
remarry. I believe strongly that a widow
has a right to continue receiving these
benefits and lould not be discouraged
from remarrying by the fear of losing
this Income.

Mr. DERWINSIiI. Mr. Chairman, I re-
serve the balance of my time.

Mr. ULL.MAN, Mr. Chairman, I yield
7 minutes to the distinguished gentle-
man from Virginia (Mr. FISRER).

Mr. FISHER, Mr. Chairman, I want
to make just a few general comments
on the bill before us at this time.

The Social Security Financing Amend-
ments of 1917, H.R. 9346, is Intended to
restore financial soundness to the social
security system. In the last few years the
benefits paid to retired people, their de-
pendents and survivors, and the disabled
have been greater than the taxes paid by
active workers. To reverse this trend and
make certain that social security will be
able to keep its promise to provide in-
come protection for the elderly and
others in our society, the bil4 makes some
important changes. The bill accelerates
the increase in the wage base subject to
the payroll tax; it corrects the overin-
dexing of future benefits; It removes In-
equities In the treatment of widows, wid-
owers, and divorced persons; it increases
the amount of wages that retirees can
earn before their social security bene-
fits are reduced; and it provides standby
loan authority to bolster the trust funds
If they fall below a certain level. Meet-
ing these higher costs Will not be pleas-
ant, but It is necessary to put social secu-
rity on a sound long-term basis.

One provision ef the WU does seem un-
wise to me and I opposed it in the Ways
and Means Committee anti will be offer-
ing an amendpient to delete It from the
bill. This is the provision for universal
eoverage of Federal, State, and local gov-
ernment and nonprofit employees. This
provision is objectionable, not because
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coverage for au workers Is Inherently a
bad policy, but because the consequences
of exendlng mandatory coverage to the
emPJfling 6, to '1 million workers not
presently covered have not been fully ex-
ploi'èd. The coverage should not be man-
dated until a thorough study has been
conducted of Its effects on existing re-
tirement systems and the benefits which
have been promised to workers. My
amendment directs, that the study pre-
sent recommendations for bringing to-
gether the social security system with ex-
Isting systems 'so that newly covered em-
ployees will not be made any worse off
than If their present retirement system
were continued.

The Issue of coverage of Federal work-
ers has been examined several times,
with the usual conclusion that a way
should be found to fill in gaps in cover-
age rather than requiring full social se-
curity coverage. The moat recent report
on this Issue, done in 1989 by the Social
SfCurltY Administration, found that—

The liberalization and independent devel-
opment of the civil service retirement and
social security systems over a long period
of time present formidable obstacles to the
adoption of the [universal] coverage ap-
preach.

If there are "formidable obstacles" to
coordinating social security and Federal
staff retirement systems, over both of
which Congress has control, there will
be even greater difficulties in doing the
same for State and local systems. The
numbers of State and local retirement
systems that Involved, the fiscal Impli-
cations, the legal and constitutional bar-
riers to changing existing programs, are
just some of the many questions about
the effect of universal socil security cov-
erage on State and local governments
and their employees. The answer to these
questions is that we do not know.

My amendment also specifies a stand-
by increase In the social security payroll
tax revenue In case the additional cov-
erage in 1982 of government employees
Is not enacted. This would involve a 0.1-
percent increase In the tax rate and an
$1,800 increase in the wage base. But,
to repeat, these increases would not be
necessary If in the meantime the social
security and regular retirement systems
are coordinated.

In the absence of a plan for coordinat-
ing the Federal retirement systems and
social security and in the absence of ade-
quate information about the effect on
State and local government, I must con-
clude that the Ways and Means Commit-
tee acted in haste In mandating univer-
sal coverage. I hope that the full House
of Representatives will join me in mak-
ing the social security financing amend-
ments a better bill by removing the uni-
versal coverage provisions.

For the interest of my colleagues I
would like to include in the RECORD a
partial list of the organizations that sup-
port my amendment to remove the uni-
versal coverage provisions. 'The Demo-
cratic steering and policy committee,
the Department of Health, Education,
and Welfare, and the U.S. Civil Service
Commission also endorse my amend-
ment.

The list follows:
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SUPPORTEES

UNIONS
•AmerlcAfl 'edcyatIou, of. Government Em-

ployees.
American Postal' Wo,kers Union.
National Association of Letter Carriers.
American Federation of Teachers..
International Association of Firefighters.
National Federation of Federal Employees.
National Treasury Employees Union.
Professional Air Traffic Controllers Asso-

ciation.
PROFESSIONAL GROUPS

American Foreign Service Associations.
National Association of School Principals.
National Education Association.
International Conference of Police Associa-

tions.
STATE AND LOCAL GOVEENMENT ORGANmATIONS

National Association of School Boards.
National Association of Counties.
National Governors Association.
League of Cities.
National, Association of State Legislatures.

National Association of Federal Employees.
National Retired Teachers Association.

Mr. OLICKMAN. Mr. Chairman, will
the gentleman yield?

Mr. FISHER. I yield to the gentleman
from Kansas.

Mr. OLICKMAN. I thank the gentle-
man for yielding.

Mr. Chairman, there Is an issue which
really has been troubling me. I have
vacillated all over the arena on this issUe,
and I have come to realize that the gen-
tleman Is probably right. My question on
universal coverage Is: Will we ever really
get equity and have universal coverage,
assuming the study shows It is feasible?
While the gentleman is supported by the
need to have all the facts before we act
obviously, I hear person after person and
organization after organization tell me
we will never have universal coverage,
If we kill it now, it is dead forever. I hear
Federal groups, State groups, local
groups, all tell me they want to do every-
thing they can to stay out of social secu-
rity. How can we in good conscience go
back to our people and tell them of the
equities involved here and tell them that
universal coverage will happen If the
study indicates it is feasible and tell
them that the system has to be fair and
equitable for all and that, basically, uni-
versal coverage is equitable and yet face
all of the other groups who will oppose
universal coverage no matter what. I
am making more of a statement, but to
me this is a quandary. can the gentle-
man reply to this?

Mr. FISHER.. Yes, I believe I can.
In the first place, based on the realities

of the situation right now, with the many
support groups behind the Fisher amend-
ment, there is strong doubt that the bill
can pass without It. That Is something
that I think the gentleman would want
to take into account.

I myself have pledged before my con-
stituents that on the basis of a well-
considered plan . integrating social
security with these other retirement sys-
tems, I will vote for It, and I would expect
that is what will happen.

Furthermore, there Is always the pres-
sure of the alternative, which is a further
increase in tax revenue from those pres-
ently covered. I think this can press us

October 2, 1977
forward to achieve ths integration and
do this in an orderly, sensible, planned
way. . .

• Mr. OUCKMAN Mr. Chairman, if
the gentleman will yield further, I hope
that this higher tax rate is in fact an
incentive for us' to go back and face the
American people and tell them we are
going to support a plan that does incor-
porate universal coverage in the future,
after the study. If the study indicates
universal coverage is feasible, I will fight
for the inclusion of State, local, and Fed-
eral employees into the social security
system.

Mr. FISHER. Mr. Chairman, that Is
included in my amendment.

The CHAIRMAN. The time of the
gentleman from Virginia (Mr. FISHER)
has expired.

Mr. ULLMAN. Mr. Chairman, I yield
myself 1 minute.

Mr. Chairman, I have no doubt that
the Fisher amendment will carry, and
perhaps It should, but I feel very strongly
as chairman of the committee that the
social security system will only work If
every American is included in It.

So I want to state right here that I
think the Federal employees should face
up to the real issue over the long run,
and perhaps it is right that we develop
an integrated program first. I think they
ought to know what they are getting.

I believe the States will work out a
plan if the Fisher amendment carrie',
and there will be a careful study. It will
include an integrated plan that, hope-
fully, will not do harm either to the pub-
lie treasury or to the employees, and It
will give them coverage under both the
social security and their government re-
tirement systems. When that becomes
coordinated, It would be my hope that
we can move forward as expeditiously as
possible and cover them as well as all
other Americans under the social secu-
rity system.

The CHAIRMAN. The time of the gen-
tleman from Oregon (Mr. ULLMAXq) has
expired.

Mr. CONABLE. Mr. Chairman, I yield
myself 1 mInute.

Mr. Chairman, I would like to ask the
chairman of the Committee on Ways
and Means If the really feels the Com-
mittee on Post Office and Civil Service
is likely to come up with a recommenda-
tion 'for an integrated system, given the
attitude It has taken on this measure.
And would we not be In violation of
their jurisdiction if we were to desIgn
such a system?

This Is the dilemma that faces us.
Mr. ULLMAN. Mr. Chairman, if the

gentleman will yield, that Is absolutely
correct. So It .is going to take a coordi-
nated effort on the part of both the
Committee on Ways and Means and the
Committee on Post Office and Civil Serv-
ice to work out and get into legislative
form the kind, of program we need to
enact in order to get everybody covered.

Mr. CONABLE. Mr. Chairman, I would
like to make just one statement at this
point.

It seems to me that since' we have
frozen the regular minimum benefit,
there is very little advantage to Federal
employees in staying out of this system.
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When they realize—as realize, they
must—that the social, security benefits
are nontaxable while theirs are taxable,
It seems to me the pressure for them
to come In will overcome this apparently
convulsive reaction and suggestion that
they should not participate In the same
benefits as other Americans.

The CHAIRMAN. The time of the
gentleman from New York (Mr. Cox-
aai.z) has expired.

Mr. CONABLE. Mr. Chairman, I yield
10 mInutes to the gentleman from Wis-
coflsln (Mr. Suxorit).

(Mr. STEIGER asked and was given
permission to revise and extend his
remarks.)

Mr. STEIGER. Mr. Chairman, there Is
not any question that the social security
system Is an absolutely fundamental part
of the American society and the Ameri-
can economy.

I think It Is also fairly clear that al-
most any one of the suggestions that are
offered, whether In the committee bill Or
by amendment, poses difficult, tough
choices for Members of Congress and
their constituents, because the time has
passed for us to continue to play politics
with the social security system. The time
is here now for us to undertake extensive
action to insure the soundness and the
stability of this Important, absolutely
fundamental system to this society.

My concern, Mr. Chairman, Is that the
Committee on Ways and Means labored
long and hard but has not produced as
good a bill as I think we could have pro-
duced, and It will suffer here on the floor
from the slings and arrows of those who
have for so long resisted the effort to be
covered within the system.

The Christian Science Monitor, on
October 25 of this year, said that:

So-called universal coverage is strOngly
resisted by public employees who now can
retire early under their own pension plans
and still qualify for a generous Social Secu-
rity pension by holding down another Job
for, say, five years—en appalling misuse of
public funds and a dlsservioe to other Amer-
icans who pay Into the system all their
working lives. Congressmen 8hould resist
public employees' lobbying against the plan
and Include "universal coverage" In their
legislation.

I agree with that statement. The
American Federation of State, County,
and Municipal Employees, my colleagues
will remember, had an exceedingly per-
ceptive ad that even my colleague, the
gentleman from Michigan (Mr. Foiw)
will remember: Is Your Congressman
Serious About the Social Security
Crisis?"

Mr. Chairman, let me suggest that
there Is a bottom line to the opposition
that Is posed by those who are presently
covered by State, county, or Federal pen-
sion plans, who resist coming into the
system. The bottom line Is that they have
the best of both worlds. They have an
exceedingly generous pension plan, and
they then also can participate as no
other members of our constituencies can
participate in the social security system.

Mr. Chairman, If any Member has
an employee as I have who works for
the S. S. Kresge Co. in Sheboygan,
WIs., but who then also fleeds to hold

down a second job, the person gets just
one social security check upon retire-
ment. The person does not get two, but
the same mail or woman who works for
the fire department or for the Social
Security Administration In the same
city, Sheboygan, WI5., but who then re-
tires early or moonlights on the side gets
covered by both the Federal civil serv-
ice retirement plan, generously sup-
ported by the Congress,. in deficit to a
substantial extent, but also then, of
course, gets social security coverage.

Mr. Chairman, I simply do not think
It Is fair. I think that Is the wrong kind
ofsystem for us to have developed.

Mr. Chairman, the kind of outrageous
lobbying, the outrageous kind of cam-
paign that has been carried on by other-
wise honest and decent citizens, abso-
lutely appails me. I have neVer seen so
much misinformation. I have not yet
been found in the position of finding
even so intelligent a Member as the gen-
tleman from California (Mr. RoussiLoT)
screaming and hollering as he Is about
coverage of Federal employees and using
his position on the Committee on Post
Office and Civil Service to effectively
undercut the effort to Insure equity. I
am sorry about that. I think It Is too bad
that that able Member takes that posi-
tion.

Mr. ROUSSELOT. Mr. Chairman, wlU
the gentleman yield at that point?

Mr. STEIGER. I will yield to the gen-
tleman from California, whose name I
used. Of course, he has 4 minutes coming
to him, which he recognizes.

Mr. ROUSSELOT. Mr Chairman, I
appreciate the fact that my name was
used. I just hope the Press Gallery takes
note.

In any case, however, I will say to my
colleague that I think It was the Com-
mittee on Ways and Means which under-
cut the position of Federal, county, and
State employees in the method and by
the technique which were used to bring
this bill to the floor, without adequate
consideration, In order to dump them
into the system.

The gentleman Is right, Some of them
moonlight and are able to get into the
system of social security by qualifying
for the minimum number of quarters.
We all know that.

If the gentleman does not like that
fact, then we should provide some kind
of program so that they have to contrib-
ute in a more positive way, to get into
the social security system if they are al-
ready covered in other ways.

Additionally, Mr. Chairman, the gen-
tleman has dumped In the teachers and
lots of others. What Is the number, 9.7
million new people? Is that not the num-
ber of persons the gentleman Is dumping
into this system?

Mr. STEIGER. That Is about the right
figure.

Mr. ROUSSELOT. It Is somewhere
around that figure.

Mr. STEIGER. We are not dumping
them in.

Mr. ROUSSELOT. The gentleman Is
dumping them In. -

Mr. 8TEIGER. Mr. Chairman, m time
Is limited. I will not yield furth.

Mr. ROUSSELOT. The gentleman Is
dumping them in without adequate
consideration.

Mr. STEXOER. Mr. Chairman, the
minute the gentleman starts to get into
the question of dumping, I have yet to
figure out how one can say that when
the Committee on Ways and Means, in
spite of the criticism that Is made by
811 of those who are in this field, and
who have made a conscious decision to
delay Implementation of universal cov-
erage until 1982, not 1979, not 1980, not
1981, but 1982, the fact Is that 70 percent
of those who are now working for State
and mrnlclpal governments are covered

• 'by the social security system.
• All of the military in the federal sys-
tem are covered by social security, and
It absolutely leaves me cold to think that
it Is Impossible to devise a system that Is
fair and equitable for both those cov-
ered and those not now covered who can
come into that system in 4 long years. So
I reject the gentleman from California's
characterization of our decision as one
that involves dumping, because It Is not
that. It Is a slow, methodical effort to
insure that there Is enough time to get It
done.

I would, if I would, Mr. Chairman,
raise, then, but one other Issue in terms
of my concern over the committee bill.
I have' an amendment, which Is printed
in the RECORD and made in order by the
rule granted by the Committee on Rules,
which attempts to deal with my very
deep-felt concern over the extent to
which we raise the base in the com-
mittee bill under what has become
known as the Tucker-Mlkva-Gephardt
amendment. I will give credit to all
three; I do not want to leave the gen-
tleman from Arkansas (Mr. TUCKER) all
by himself. The Tucker-Mlkva-Gephardt
amendment that we will be considering
as part of the committee bill, in my
udgment, precipitously and unneeces-
sarily raises the base against which the
rate is applied. If there is criticism of
the Committee on Ways and Means—
and I could have many—If there Is one
single criticism that I could make of
their deliberations on social security,
It is the conscientious decision to reject
the effort to insure that we could deal
with the hospital trust fund. We had
down here the distinguished chairman
of the Hospital Subcommittee who made
a valid effort to defend the indefensi-
ble when he talked about the fact that
we were not raiding the hospital trust
fund. If there was a way to save both
the taxpayers generally and the social
security system, It was for us to have
had the courage to face head-on the
fact that the hospital Insurance trust
fund is not wage-related, should not
be paid out of a wage base such as It
is now, and It ought to be coming out
of general revenues. That effort was re-
jected in the committee, and as a result
we are going to suffer because of the
extra-ordinarily high bases in the corn-
nilttee bill.

I cannot reach this Issue, unfortunate-
ly, but I must tell my colleagues that if
we were not in this position we could
have significantly lowered the require-
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nents der the Tieker-M1kva-Oep-
hardt amendment. We cowid have re-
duced the tax. We could have insured
the financial stability of the social se-
cw1t' tystem now and In the future U
we could have taken on the hospital
trust fund issue. We could not, and we
did not, and It Is the tragedy of the Com-
mittee on Ways and Means that because
of jurisdictional reasons they were not
willing to tackle that problem. I regret
that, and I am sorry that our constitu-
ents will pay that price, and that because
of jurisdictional problems we were not
ffling to take this on, nor were we will-
ing even to allow the distinguished chair-
man of the subcommittee to offer his
amendment—and I cannot think of any-
one I am so glad to see standing on his
own two feet as I am to see the gentle-
man from Massachusetts (Mr. Busu).

Mr. BURKE of Massachusetts. Mr.
Chainnan, will the gentleman yield?

Mr. STEIGER. Of course I will yield
to the gentleman.

Mr. BURKE of Massachusetts. I just
wish to rise to somjnend the gentleman
because there has been no one on the
committee—the subcommittee or the full
committee—who has worked any harder
than has the gentleman from Wisconsin.
He has made an excellent statement here
today which I agree with.

Mr. STEIGER. I thank my chairman
very much. I am grateful to him for his
leadership and patience.

Mr. Chairman, there are a number of
very good provisions In this bill. It has
been an honor to have bad the opportu-
nity to participate In this effort for the
past 3 years.

Mr. PICKLE. Mr. Chairman, I yield
myself such time as I may consume.

(Mr. PICKLE asked and was given per-
mission to revise and extend his re-
mark&)

Mr. PICKLE. Mr. Chairman, I think
the gentleman from Kansas (Mr. Gs.icK-
sN) raiied a very pertinent point a few
minutes ago when he asked the gentle-
man from Virginia how can we explain
to all others that we are mandating them
under social security, but we allow the
Federal, State, and local employees not
to be included under this system? The
gentleman from Virginia answered b
saying this was a standby provision, and
by flatly saying that It is possible that
we could not even get a bill unless we
adopt the Fisher amendment. I find that
rather shocking to say that the group
that he represents would bare such pros-
sure and such political power that they
would kill a bill unless they were taken
out. He may be correct, but I find that
rather offensive to think that that is the
situation.

1 also find It very dicult to accept the
fact, that this Is just a standby t.i.

The amendment which will be offered
by the gentleman from Virginia (Mr.
JOSEPH Pisuza) would increase the wage
base on all employers an additional $1,800

year mid 'at least a 0.1 rate; and It
goes from now to 1987 or l98. 8ome
"standby." Whatever the tax and base
increases that are built Into the bill, he

to them basically another $1,800,
and a 0.1 tax Increase.

Some actuarlans wiU say that a 0.1
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increase is not enough tax rate, that It
really oaght to go to 0.5. Our own com-
mittee estimated It might have to go' to
a 0.5, not 1.15, a thegentleman from Vir-
ginia (Mr FisuxR) has said In this de-
bate.

It is one thing to say we are going to
vote to remove universal coverage and
say It softly and politely. The fact is the
Fisher amendment ought to be known as
the amendment which Increases the wage
base an additional $1,800, and for every
year, and the rate to 0.1 or 0.2. And if the
gentleman from Virginia disagrees with
the gentleman from Texas, I will yield to
him when I finish—not now.

The fact is that this Is not just releas-
ing us from universal coverage. This
means 100 million Americans are going
to have to pay the additional tax and
base In order that we exempt the 6 mIl-
lion people which the gentleman from
Virginia (Mr. Fisusa) seems to think
he alone represents.

I may say to the gentleman from Vir-
ginia (Mr. Fisiaxa): "He is a fine gentle-
man but he has no monopoly on the
number of Federal employees In his dis-
trict." I am loaded with them, they are
fine people, and their opposition In Austin
Is just as strong as they have been ex-
pressing to the gentleman from Vir-
ginia—perhaps not as many—but they
are good, fine people who I think do not
understand the bill.

The first thing I want to impress on
those people Is that this Is not a standby
tax. This Is a tax of $1,800 on every em-
ployer. This means they are going to
sock It to 100 million people in order to
appease 2.6 million Federal employees.

This Is not an easy vote. I know that
Or In some ways we can look at it, it Is
an easy vote because it is easy to say
that we are not going to mandate them
and not just dump them into this pro-

We have been talking about universal
coverage sInce 1938, ever since President
Roosevelt recommended the program..
His ar1mtnI.tratlo recommended then
that we have mandatory universal cover-
age, and nearly every advisory committee
since then has talked about that very
subject. So this is not anything new.

I think we ought to realize that there
is no free lunch and a lot of people are
going to be paying very heavily because
of this kind of vote.

I do not share the pessimism of those
who feel It would be Impossible to inte-
grate the civil service retirement system
with social security. We can integrate it
We cn do It without causing anyone to
lose his benefits and to be sure that none
of them Is deprived of any right he was
given when he was first brought into the
system.

The Ways and Means Committee is not
liquidating the Federal retirement trust
fund. We do not touch It. We are not
going to use It and pump it over Into the
social security system. We cannot do
that. We do not have the law or the right
to dolt.

The contention that we are going to
grab this money and violate their fund is
simply not a valid charge. In the long
run we will need the taxes starting after
1982 and for a period of about 15 or 20
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years it will help the social security sys-
tem a great deal. In the long run, 75
years, It washes out. But I do know that
the social security.fund will or can re-
main solvent. Our social security fund
Is going to remain solvent. And we can
do it If we remain fiscally responsible.

However, we do borrow from the hos-
pital fund. We borrow about $6 billion
from the hospital fund and increase the
wage base, and 'then on top of that the
Fisher amendment will Increase it some
more.

Now, you may think that Is an easy
way to do it, but the I .ord help us 5 years
from now when our hospital funds are
gone and we cannot pay them back. You
will .think back to this 'time and say, "I
voted to borrow that money. I voted not
for coverage. I did nt bring everyone
under it. Now I wish I could go back and
cast that vote again."

I was very pleased to see the chairman
of the committee (Mr. ULLMAN) say that
the gentleman did believe In universal
coverage and that we ought to come to
that point.

I am Impressed with the statement of
the gentleman from Virginia that the
gentleman really just wants to study this
for 2 years and then put in mandatory
coverage. I do not quite equate that with
the campaign that has been waged, but
I accept the gentleman's statement that
It Is just for a study; but it is more than
just a study.

I simply say that on universal cover-
'age, do not be misled. The Fisher amend-,
ment Is not just a vote for a study. It Is
a vote for a heavy tax Increase. It ought
to be known as the "Joe Fisher amend-
ment to Impose a tax, a $1,800 extra tax
on employers, and a 0.1 tax on em-
ployees;" a tax that would cause an addi-
tional tax on 100 millIon people in order
so simply keep 2.6 million Federal em-
ployees from getting out from 'being
mandted under the system.

I think you will hear from those 100
million people In time. There Is a basic
element of fairness that will be conveyed
to those people. When that happens, then
I think there will be a different version at
another time coming on this measure.

Mr. FISHER. Mr. Chairman, will the
gentleman yield now?

Mr. PICKLE. I said I would yield some
time. I yield to the gentleman from Vir-
ginia for 1 mInute.

Mi'! FISHER. Mr. Chairman, 1 mIn-
ute to answer all those questions? I
thank the gentleman. I will not attempt
to answer them all, but I will try to an-
swer a couple of them.

First, the amendment is exactly what
it says. It would delete coverage of Fed-
eral, State, local, and nonprofit em-
ployees and provide for a study that
would report back in 2 years as to how
best we could integrate these several
plans to cause financial responsibility. It
Is Important as a matter of financial
responsibility to have In,he anierdment
what I call thé'standty Increase 'In rev-
enue but that would not be needed if
a workable plan for extension of cover-
age is prepared and agreed to.

Mr. PICKLE. Mr. Chairman, may I
Interrupt 'and say simply that I have
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put out a chart that shows the tax to
1981; butgoahead.

Mr. FISHER. The other point I want
to make Is that there Is much misunder-
standing, because the groups most at-
fected have really not had achance to
focus on the universal coverage, at least
In recent history. That Is why we are
getting all the communicatIons from
back home. The sensible thing to do Is
hold back, make a proper plan, and then
go ahead.

The CHAIRMAN. The time of the gen..
tieman from Texas has again expired.

Mr. PICKLE. Mr. Chairman, I yield
myself 1 additional minute.

Mr. FISHER. Mr. Chairman, I yield
to the gentleman from California (Mr.
RoussiLor).

Mr. ROUSSELOT. Mr. Chairman, I
would like to quote from page 34 of the
committee report. The committee posi-
tion 18 thus stated:

Whether coverage should be extended to
these specially excepted groups Is $ complex
question which your commission has not
been able to resolve In the time available.

That refers to Including Federal,
oounty, and State employees.

I think many of our complaints about
universal coverage and the reason our
Committee on Post Office and Civil Serv-
ice overwhelmingly turned down the op-
portunity the gentleman offers to dump
all these people in, even though It Is not
until 1982, Is that they have not told us
how. They leave that as wide open as the
sky.

I think that is why Mr. Callfano said
he would like the option to remain open
for a study of universal coverage.

The CHAIRMAN. The time of the gen-
tleman from Texas has again expired.

Mr. PICKLE. Mr. Chairman, I yield
myself 1 additional minute.

Mr. Chairthan, may I reply that
as a member of the Social Security
Committee, I know this question
was debated last year at length. We had
witnesses before us who testified in depth
why they should or should not come un-
der it. This is not a new proposition.

Mr. ROUSSEL.OT. It Is not. Was the
gentleman for putting them all in?

Mr. PICKLE. I say to my friend that
we must pass or try to pass some kind of
social security bin, and that Is our only
choice. We cannot wait 2 years or more.
We have got to act now.

Mr. TUCKER. Mr. Chairman, will the
gentleman yield?

Mr. PICKLE. I yield to the gentleman
from Arkansas.

Mr. TUvs. I would like to respond
specifically to the quote given by the gen-
tleman from California. He used page 34.
That does not refer to all Federal em-
ployees. Quite the contrary. It refers
seclflcally to splinter groups of Federal
and State employees in special catego-
ries, If the gentleman will read the full
quote.

Mr. ROUSSELOT. The previous page
and this page. It starts on page 33 and
talks about coverage, ext inslvO coverage.

Mr. CONABLE. Mr. Chairman, I yield
10 minutes to the gentleman from North
Carolina (Mr. MAxine),.
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(Mr. MARTIN asked and was given
permission to revise and extend his re-
marks.)

Mr. MARTIN. Mr. Chairman, for afl ot
the best political reasons, I, too, think it'
would be nice to be able to vote for an-
other 20-percent Increase In social secu-
rity benefits without hiving to raise taxes
to pay for it. I, too, think It would be nice
to vote for maximum benefits to every-
body without having to increase taxes on
anybody, and I, too, realize it would be
nice to be able to continue the $1-billion-
a-year subsidy of public employees from
the social security system. The only trou-
ble with that is, that is what got us into
the miserable fiscal condition we are in
now. We have already tried that ap-
proach, and that Is what has destroyed
the security of the social security system.
More of the same will only make matters
worse.

The virtue of this bill Is that It moves
the social security system back in the
direction of fiscal soundness. It is defi-
cient in that It only moves us back about
four-fifths of the way, and relies too
heavily on tax increases without enough
attention to other ways of relieving the
burden of the system.

But, It is profoundly Important that
this bill restores in a considerable meas-
ure the fiscal discipline that was lost a
few years ago. Some of Its shortcomings
are corrected in the substitute to be
offered by the gentleman from New York
(Mr. Cowssz.z).

What Is the nature of the problem
Unless major changes are adopted in the
social security system thIs year, the dis-
ability component will exhaust its fund
balance in 1979, and the entire program
will run out of all reserves In 1982. That
is because the social security benefits
being paid out exceed the income from
withholding taxes by something like $5
billion per year now. That annual deficit
will exceed $11 billion by 1981, which
means that major changes will be
adopted.

But, which changes? Increased taxes
on some or all of the 104 million xpay-
era who now put up $82.1 billion a year
on 9.9 percent of their taxable wages,
omitting medicare; or does It mean de-
creased benefits on some or all of the 34
million beneficiaries who now receive
$87.6 billion per year?

Let us look at taxes first. lithe benefit
schedules are not changed, the tax rate
must be increased from 9.9 percent of
taxable earnings now to 14 percent by
the year 2000, and to 27 percent by 2050.
That will not affect many of us, bUt It is
our responsibility. That is In addItion to
all other taxes. -

There are two ways being proposed—
which I oppose—to raise .hat extra reve-
nue. The tax rate could be Increased, thus
Increasing the burden, the frustration
and the resistance of taxpayers, or the
debt could be financed out of Treasury
general revenues. We have heard this
proposed, but the Treasury Is already
running Its own enormous deficits, so
that would require the printing of that
much more money which we do not have,
thus decreasing the value of the dollar
Seven faster.
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Another tax proposal over In the other
body would leave the tax rate as it Is, but
Increase the taxable base from the pres-
ent $16,500 to $50,000, or higher. Well,
that would cause higher income workers
to pay in more, taxes, but it would also
entitle, them to correspondingly higher
retirement benefits. So, It would wash
out: those increased revenues would be
realized over the first 5 years or so, but
would not help at all over the long term.
That kind of gimmIck should be reserved
only for short-term emergencies.

What about the benefit changes that
are being contemplated? Right away,
one-half of the deficit could be saved by
halting a provisIon that since 1971 has
doubled the cost-of-lIving increase for
new retirees. Changing that "double
whfimmy" to provide a single annual
cost-of-living increment for the future
has the unanimous support of the Com-
mittee on Ways and Means, since It only
eliminates an unearned benefit which
no one wants to pay for. Unless this Is
stopped, this double shuffle will, early in
the naxt century, entitle retirees to social
security benefits that would actually ex•
ceed their taxable wages.

Other choices are more controversial,
Mr. Chairman. UnIveral coverage has
been widely debated here today. This
would add to the system 6 minion addi-
tional workers in 1982: Federal employ-
ees, State and local government employ-
ees, 70 percent of whom already are In
the system voluntarily, and employees
of nonprofit organIzations, 90 percent of
whom are already in the system volun-
tarily.

The necessIty for this Is that at present
many exempt workers in any of these
categorIes find that they can wait until
late in their careers and then establish
eligibIlity by part-time moonlighting and
thus qualify for a windfall social security
benefit. This Is presently lawful. But it Is
a considerable drain of nearly $1 billion
a year on the social security system.

So it seems to me that the universal
coverage is the only way to stop that.
Otherwise, a tax increase would be re-
quired on the other 100 millIon or so
employees who are paying into the sys-
tem. Federal employees have raised con-
cern about this, and the proposal con-
templates no reduction in their retire-
ment package and no increase in the
withholding from their pay checks and
no effect at all on those retiring now or
before 1982. Only those wishing to qualify
by the windfall procedure that I have
talked about at a minimum cost to them-
selves will be disadvantaged.

Unless we require these 6 million em-
ployees to pay their fair share of the
social securIty benefits they eventually
can manage to receive anyway, then It
will be necessary, as the gentleman from
Texas (Mr. PICKLE) pointed out, to in-
crease taxes by $1 billion a year on those
100 minion workers in the system now.
Those are the people who now pay the
taxes to pay for the salaries and pensions
of public employees.

Another major controversy is the pro-
posal to gradually raise the age for full
retirement benefits from 65 to 68—of
course, leaving early retirement at re-
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duced benefits at age 62. That proposal Is
hot very popular, but neither Is the $250
tax Increase that will eventUafly be re-
quired If it Is left at age 65, where It Is
now. A compromise schedule that would
raise the full benefit age to 68 by the year
2001, begInning gradually only In 1990,
was dropped in committee. I supported It
only because of the tax savings to the
very same workers who would be affected
by the change.

The committee bill contains other
provisions which are desirable. The out-
side earnings limitation, above which
social security benefits are reduced, will
be increased from $3,000 to $4,500 by
1979 and thus will help folks who must
work to supplement their retirement in-
come. That lImit, ft seems to me, should
be raised even higher, and would be
under the Stelger amendment.

The bill also fairly eliminates the
penalty to a widow who loses her sur-
vivor's benefit if she remarries. Equity
could be further Increased by providing
at least a fractional extra benefit for
the working spouse, who now pays into
the system with no net; benefit to show
for it upon retirement. The Conable sub-
átltute does afford better treatment for
the working spouse.

So I hope the House will resist the
Fisher amendment, adopt the 8teiger
amendment., and if we really want the
social security system to be secure, adopt
the Conable substitute.

Mr. WYLIE. Mr. Chairman, will the
gentleman yield?

Mr. MARTIN, I yield to the gentleman
from Ohio.

Mr. WYLIE. I thank the gentleman
for yielding.

Mr. Chairman, I must say that there
Is a lot of confusion abkut the Impact
of the committee amendment as it affects
public emplct'ees.

Mr. MARTIN. Mr. Chairman, may I
ask, Is the gentleman referring to the
Committee on Post Office and Civil Serv-
ice?

Mr. WYLIE. No, I am referring to the
amendment. in the bill, on page 168 of
H.R. 9346.

In an earlier colloquy with the gentle-
man from New York (Mr. C0ISAILZ) aid
the gentleman from Wisconsin (Mr.
STEIGER), they both said That this provi-
Sion would not;' affect public-employee
pension funds, and that they would still
remain separate and distinct Then the
gentleman from Virginia (Mr. FISHER)
said a little while ago that this amend-
ment would provide for universal man-
datory coverage for all Federal employ-
ees, all State employees and others under
public-employee pension systems.

I think there is a lot of confusion, as
I said, and the facts need to be clarified.

May, I refer toa letter from Mr. James
L. Sublett, who Is executive director of
the State Teachers Retirement System
of the State of Ohio, in which he said
as follows:

Strong efforts are being made In the Fed-
elal Congress to make Social Security man-
datory for all public employees regardless
of the retirement programs presently cover-
ing these employees. The purpose of this ef-
fort is to provide a laige Infusion of new
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money into Social Security in an attempt to
solve the seriem financial problems of that
program. In other words, teachers and other
public, employees would be forced to pay
Social SecurIty tuxes to 'bs1I out" other
persons.

The CHAIRMAN. The time of the
gentleman from North Carolina (Mr.
Mavn!) has expired.

Mr. CONABLE. Mr. Chairman, I yield
3 addItional minutes to the gentleman
from North Carolina (Mr. MAwrm).

Mr. MARTIN. Mr. Chairman, I would
say to the gentleman from Ohio (Mr.
Wyus) that to an extent that Is true:
there would be an Infusion of additional
money. But we are talking about money
to pay for the benefits to public employ-
ees who are already availing themselves
of the system. They are already qualify-
ing for social security benefits with a
minimum payment into the system, and
that has: cant a net drain on the social
security system for the benefit of those
public employees on the order of $1 bil-
lion a year.

That is going to have to be corrected
one way or the other. Either we bring
public emplo'yees fully Into the social
security system along with everybody
else—those 100 million people whose
taxes are paying for the wages and pen-
sion benefits for public employees—or
else we are going to have to increase the
taxes paid by those private employees.
It seems to me that of those two choices.
the choice that Is contained in the bill Is
the preferable one.

Mr. 'WYLIE. Mr. Chairman, if the gen-
tleman will yielcj further, I must submit
that I do not necessarily agree with that
premise.

Mr. MARTIN. I understand that to be
true.

Mr. WYLIE. I do not see the desira-
bility of having these sound pension
funds all over the United States put Into
a system that Is not economically viable
right now. I do not believe we should
mandate that public employees put
funds Into the social security system—a
system which has problems.

Mr. ROUSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. MARTIN. I yield to the gentleman
from California.

Mr. ROUSSELOT. Mr. Chairman. I
thank my colleague for yielding.

The gentleman from North Carolina
made the poInt that part of the problem
with the F.sher amendment, as he under-
stands It, Is that it shifts a new burden
to the private sector employees.

However, if this bill passes as It Is
written, there Is a substantial tax in-
crease included for everybody, and even
under this bill the Federal, county, and
State employees do not come In until
1982.

Mr. MARTIN. That Is correct.
Mr. ROUSSELOT. So I thank it is mis-

leading to the Members of the House to
Imply that the only tax Increases in this
bill before the House or in any of the
amendments before us are contained in
the Fisher amendment. The fact is that
that is not true.

Mr. MARTIN. Mr. Chairman, I will say
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to the gentleman That any misleading
statement that Would Imply that that
Is the only tax increase In this bill has
pot been made by me.

Mr. ROUSSELOT. No, I am not saying
that the gentleman from North Carolina
implied, that.

Mr. MARTIN. What lam saying Is that
the Fisher amendment will preserve the
necessity for a tax Increase on people
who are already in the system, because
they will b&ve to ante up the taxes to pay
for the benefits for which public em-
ployees now find themselves able to
qualify without paying their fair share
Into the systeM.

Mr. ROUSSEL.OT. But. they have to
pay at least a minimum number of quar-
ters, just as other people do, into the
oc1al security system, do thee not?

Mr. MARTIN. That Is true.
Mr. ROUSSELOT. And some of them

may even have worked for 20 years before
they came to work for the Federal Gov-
ernment and paid a substantial amount
into social security. So we cannot say
that 'all Federal, State, and county em-
ployees have not paid their fair share
Into the system.

Mr. MARTIN. Mr. Chairman, I am
saying that this Is why the most prac-
tical solution Is the one that Is contem-
plated In the bill, namely, to have a con-
tinuum of payments by people who are
working in whatever sector, public or
private. They pay into the social security
system, and then they will be eligible for
their full benefits, just as the people In
the private sector are now eligible for
benefits.

Mr. ROUSSELOT. But we do not know
what the construction will be when we
In 1982 merge the Federal, county, and
State employees into the system.

Mr. MARTIN. Neither did we know in
advance what the merger would mean
to employees of General Motors or em-
ployees of any other corporation who are
presently in the system.

Mr. ULLMAN. Mr. Chairman, I yield
4 minutes to the gentlewoman from
Kansas (Mrs. K'rs).

Mrs. KEYS. Mr. Chairman. I think we
would be remiss If we did not take Just
a few minutes to discuss the equity prob-
lems regarding sex discrimination under
social security, to which a contribution
has been made In this bill.

• I think all of us have been aware for
some time that in the social security law
legal discriminations are still present re-
garding women. The Goldfarb decision
by the Supreme Court, when It struck
down the dependency test for male sur-
vivors, pointed up the problem.

There were proposals to try to deal
with this problem which made it quickly
apparent that dependency forces many
other Inequities on the social security
system.

The requirement of 20 years of mar-
riage under present law before the di-
verced wife or divorced spouse may col-
lect benefits Is one inequity. There are
ether inequities relating to disability for
widows, the lack of any personal social
security record for the women who works
In the home, the lack of portability for
anyone whose marital status changes. It
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• 1 applaud these changes as being im-
portant Improvements over current pro-
vlstons of the law. However, Ide nut be-
lieveitls enough.

'lb. bill Ignores the Inequities that
exist with regard to working women and
does nothing for certain categories of
.wldows.

Women who qualify both for retire-
inent benefits and for supplementary de-
pendent's benefits are in the position of
having paid social security taxes, but of
receiving retirement benefits which are
'no greater than would have been granted
bad they never been employed. This is
simply not fair.

Another Inequity arises when husband
and wife both work and receive the same
earnings as a couple In which only the
man works. If man and wife each make
a $4,000 average salary, for a combined
earnings of $8,000, each will receive equal
benefits. However, a man who makes an
average salary of $8,000 will receive ben-
efits on that amount and his 'wife wifi
receive half of his higher benefits, even
though she has never worked. Under
this system we are penalizing the 'wife
who works.

Not only are working women treated
unfairly, but some widows are not treated
at all. If a woman without dependent
chlklrei is widowed before age 60., she
has no benefits at all until she becomes
60. We know that there are more than
3 million widows between the ages of
35 and 64. As a woman approaches 50,,
and particularly during the decade be-
tween 50 and 60, she is unlikely to have
dependent children, and yet this is ex-
actly the decade when many women face
widowhood, are unable to find jobs and
face economic hardship.

These are problems that must be ad-
dressed by this administration and this
Congress and they are not addressed In
this bill. It is gratifying that the bill
mandates a task force to study the paris
of the system that are discriminatory.
However, I am concerned that the Con-
gress, and particularly the committee.
will not move forcefully to correct these
Inequities. I urge my colleagues to do
just that—to prepare legislation that
will truly correct the Inequities of the
social security system as it applies to
women.

Mr. CONABLE. I now yield 10 mlii-
utes to the gentleman from California
(Mr. Kzciiuu).

(Mr. KETCHUM asked and was gwen
permission to revise and extend his
remarks.)

• Mr. KETCHUM. Mr. Chairman, let ma
Initiate my remarks by indicating to the
chairman of the sUbcommittee and to
the chairman of the full committee
which considered this bill that in the al-
most 12 years that I have had the oppor-
tunity to serve in the State legislature
and the House of Representatives, there
have been few times when I have been
afforded the opportunity to participate In
a more reasonable, reasoned debate over
a particularly sensitive subject. I com-
ment the chairman of the subcommittee.
the gentleman from Massachusetts (Mr.

a very dear old friend of over a
years, and I also commend the chair-
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man of the full commlttee the gentle-
man from Oregon (Mr. Vu.xai').

Mr. BUR of Massachusetts. Mr.
Cñalrñan will the gentleman yield?

Mr. 1'CHUM. I yield to the gentle-
man from Massachusetts.

Mr. BUR of Massachusetts. I thank
the gentleman for yielding.

I just wish to return the compliment
to my good friend, the gentleman from
California. br the benefit of the Mem-
bers, he and I are old Infantry buddies
In the 77th Infantry Division.. There was
no harder worker on the Subcommittee
on Social Security than the gentleman
from California. He took every lead and
made a great contribution toward this
legislatiOn.

Mr. KETCHUM. I thank the gentle-
man for his comments.

The committee wrestled long and'hard
with this most difficult of all subjects, a
subject that means more to more people
In the United States of America than
any other subject that we will discuss this
year or In many years to come. This par-
ticular aubject of course dealing with
social security as it does, demands an
answer. I do not necessarily feel that we
have achieved the answer that we should
have. I do not necessarily feel that this
body, nor some of the past Congresses
have been ready to bite the bullet and
make the most difficult political decisions
that they could possibly be called upon
to make, because.they are-hard decisions.
It is not easy to say let us cover everyone
under social security. It is not easy to say
we must Increase taxable wage bases and
perhaps tax rates over the whole range
In order to bring this system Into some
kind of balance. But the decisions are
going to have to be made. If the wrong
decisions are made today, we are the
people who are going to have to live with
them. We are the people who are going to
have to go back and try to tell our con-
stituents that, yes, we have really solved
the social security problem clear out for
the next 75 years. If we pass the bill we
have before us, we simply cannot make
that statement in honesty and In sin-
cerity.

I would say, speaking only for myself,
that if we could solve this one problem—
this one problem—most of us would be
content to return to civil life saying at
least we got one thing done, and we
got It done right.

Then we could go back to our con-
stituents and say: "The social security
system is secure. It is balanced." But I
am afraid that we cannot under the pres-
ent bill. .'

I think that it was interesting during
the course of the debate that the chair-
man of the subcommittee, the gentleman
from Masaehusetts (Mr. Bmmxz), who
has time and time again brought forth a
proposal which to me is philosophically
outrageous since it calls for a third Fed-
eral and a third employer and a third
employee contributions—it Is outrageous
to me, but I think it is an honest ap-
proach, if that is the answer that we
want.

Unfortunately the substitute of the
gentleman from Massachusetts (Mr.
Buaxi) was denied him In the commit-
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• tee, and I flnd that very said, because I
f we sbap]d. debate the whole range
of options open to ns to solve this very,
very difficult and thorny question.

We have discussed universal coverage
ad nauseum today and perhaps will some
more In the future. It Is interesting to
me, going back to read over the
quadrennial reports of the Social Se-
curity Commissions over the years to
note that the very year I received my
social security card, 1937, that Commis-
sion recommended to the Congress that
all employees be brought under social
security, and as recently as March 10,
1975 that same Commission, obviously
with different members, stridently urged
the Congress to do that same thing, and
today we have an opportunity to bite
-that bullet.

Now what are our options if we do not
choose to bring these people in? We can
go with the Fisher amendment. We can
go, as the gentleman from Illinois,
Chairman Rosrsuxowsxl, mentioned
earlier, with at .09 percent shortfall. And
let me put that in dollars for the Mem-
bers: $45 billion more in deficit. I do not
think we want to go back to our people
and talk about that.

Since 1937 the Commissions have been
recommending: Put these people in. And
since 1937 the Members of Congress have
been saying: "I believe in universal cov-
erage, oh Lord, how I believe in univer-
sal coverage—but not now." And once
more we will probably do it again, saying
we believe In universal coverage—but not
now.

So I do not care how many more com-
missions and departments and agencies
have studied this subject. The time is
now.

If we are worried about imposing this
burden upon our local communities, let
me remind this body that just a short
time ago, In the last Congress to be sure,
we considered practically universal cov-
erage for unemployment compensation,
and we mandated it to cities and States.
And this body voted for it. This Is obvi-
ously a Federal program and now is the
time.

What is our other option? If we choose
not to bring In all of these individuals,
we then have only one other honest
option, and that is to permit any person
cOvered under social security to opt out
at their privilege when they want to opt
out. If it is fair for public employees to
resist coverage, is it not fair to all those
other constituencies for them to opt out?
I submit that is the only choice.

What is so special about public employ-
ees? What is so sacred about their retire-
ment programs compared to the retire-
ment programs of Oeneral Motors or the
local gas station that they must pay both
but this select group can, opt out?

Let me say that I will have an amend-
ment that I am very honored to have the
opportunity to present.

I want to assure the body that this is
not the Ketchum amendment. It is an
amendment offered by over 150 Members'
of the House of Representatives and I,
as a member of the Committee on Ways
and Means, have the privilege of offering
It on their behalf. That' amendment will
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remove' the most onerous part of the
social security law presently extant, that
is, the earnings limitation imposed upon
thousands and thousands of retired Indi-
viduals.

My amendment, the amendroent of
those individuals I lust mentioned, will
phase out by 1982 the earnings limitation,

Now, again, you have a bullet to bite,
because it is not free. There are no free
lunches in this bifi. If we were to remove
the earnings limitation tomorrow for all
retirees 62 end up, the bill for that would

'be $8 billion.
The amendment that I bring before

us wifi cost us in the neighborhood of $6
billion. If you believe strongly enough
that we should remove the earnings
limitation, then be brave enough to vote
for the tax rate increase that it takes to
pay for it.

The CHAIRMAN. The time of the
gentleman 'from California (Mr. Xxv-
cHuM) has expired.

Mr. CONABLE. Mr. Chairman, I yield
2 additional minutes to the gentleman
from California.

Mr. KrCHUM. Finally, Mr. Chair-
man, we have the Republican substitute.
I am very proud to have been a part of
it. It does solve the long-range problems
in social security, but there are a lot of
tough bullets to bite. One of those pro-
visions says that In 2011, that is quite a
little ways off, in the year 2011 we have
to increase the retirement age from 65
to 68.

While we are on the subject, let us
remember that that magic age of 05 was
selected by Otto von flismarck In the
1800's. He just pulled It out of a hat.
I think what happened, most people died
before age 85 then and he thouçht it
would be a good idea. We picked It up
and it became the social security law and
it became a magic word. It is no longer so
magic. People live longer.

This body a few weeks ago upped the
mandatory retirement age to age 70.
There can be no argument about that.
Demographics will prove that this has
to take place. You will have to bite that
bullet sooner or later. May-be by then you
will be out of the Congress and will not
have to worry about It.

Finally, there arc some that oppose
Social Security out of hand, who will
oppose anything that comes up just to
make a popular impression, take a good
shot, and not offer any options. Of course,
one thing certain Is that we will not
really have an opportunity to offer many
options because of the rule, but let us
vote for the Republican substitute and
we can go home and tell our people
honestly that the system Is balanced for
the next 75 years.

Mr. Chairman, we have some difficult
decisions to make today. The easy ones,
one of them would be to vote for the
Fisher amendment. I hope we do not
choose the easy way.

Mr. ULLMAN. Mr. Chairman, I yield
such tIme as he may consume to the gen-
tleman from Fiorida (Mr. 8neai),

• (Mr. SIXES asked and was given per-
mission to revise and cntend his
remarks.)

Mr. SIXES. Mr. Chairman, I am op—
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posed to the universal coverage provision
Included In H.R. 9346 whIch. woUld re-
quire lOCaI,i State, Federal. and postal
emplbyees be placed under social security
beginning January 1, 1982. IbiS provislo
fails to recogtiFse the distinctly dlffe-ent
underlying purposes of clvfl service re-
tirement and social security programs.

The ciyl service retirement program
was created by Congress In 1920 wIth the
intent of providing a full retirement In-
come based on salary and years of ser-
vice. On the other hand, the social securi-
ty program was established In 1933 as
an Income assistance program Intended
to supplement the earnings or savings of
those who otherwise might n.)t be able
to support themselves. These two pro-
grams should not be Interchangeable.
They were created for two differentpurpo

The civil service retirement program
has been a prImary employment benefit
designed to attract and retain high cali-
ber personnel. A sudden change In the
program of this magnitude would repre-
sent a major change In an employee's
benefit package and the agreed terms of
employment which could result In a mass
exodus from the civil service and cause
many Government workers to retire
early. We should be providing positive
Incentives for people to serve their Gov-
ernment.—not creating conditions which
would drive them out.

The social sectulty system should be
thoroughly reviewed and changes made
where necessary to make the program
more equitable. It is unfair to ask those
who are contributing to the civil service
retirement program to ball out the so-
cial security program.

The mandatory coverage provision ap-
pears to be a stop-gap measure to bring
fast dollars to social security. It would
not provide a comprehensive solution to
the system's long-range funding
problems.

The universal coverage provision would
extend mandatory coverage to the 6 or
7 million workers not presently covered
by social security. Nearly one-half of
these workers are Federal employees and
most of the remainder work for State
and local governments.

Although the Ways and Means Com-
mittee rejected direct general revenue
financing of social security, It apparent-
ly is willing to accept general revenues
through the back door. The Federal em-
ployer share will have to be paid either
from an Increase In Income taxes or In
the deficit. The transfer of Federal gen-
eral treasury funds to the social security
trust fund will take place whether or not
coordination is worked out by the civil
service retirement and social security.

Equally disturbing is the prospect that
State and local governments will have
to pay nearly $4 billion more In 1982 to
the Federal Treasury as the employer
share of social security taxes. Some 30
percent of State and local government
employees are not now under social se-
curity. These juitallctlons Will have to
raise the funds for the employer share
In some way;This wouldhave to be done
by reducing existing pension benefits or
by hiking the property tax or other re-
gressive taxes which are the maistay
of local government finance.
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SInce 1950, State and local govern-
ments have been able voluntarily to
bring their ernploiees under ocial se-
curity. Dhe piôpottIon of employees so
covered reached the 70-percent level In
the early 1960's and has been stable at
that point. Clearly, for various reasons,
State and local governments have dc-
cided it was not In their best Interestâ
to bring the remainder of their employ-
ees under this coverage. The Congress
should not attempt to override such
local decisions.

The Issue of coverage of Federal work-
ers has been examined several times with
the usual conclusion that we should find
a way to fill In gaps in coverage rather
than require full Social security cover-
age. A report due from the Social Secu-
rity Administration in consultation with
the Civil Service Commission In 1972
was never submitted, apparently because
a workable plan could not be agreed upon
for coordinating the social security sys-
tem with the civil service retirement
system.

I believe that much of the momentum
for bringing Federal employees Into the
social security program stems from the
recent controversy on "double dipping"
and I am concerned that Federal em-
ployees might be used as scapegoats for
problems they had no part in creating.
The Post Office and Civil Service Com-
mittee has conducted an investigation
Into "double dipping" and is now in the
process of preparing legislation to re-
move any inequities that may exist.

I support the Fisher amendment to
delete the mandatory coverage provision
from this legislation and I am hopeful
that It will be adopted by the House.
From the point of view of costs and con-
sequences to the employer In terms of
new tax obligatIons, and to the employee
In terms of changed or possibly dimin-
ished benefits, and to all taxpayers In
terms of yet more taxes, we simply must
conclude that the extension of univer-
sal coverage Is not prudent or lair.

Mr. ULLMAN. Mr. Chairman, I yield
5 minutes to the gentleman from Georgia
(Mr. JENKINS).

(Mr. JENKINS asked and was given
permission to revise and extend his
remarks.)

Mr. JENKINS. Mr. Chairman, during
the amending process I will have two
amendments that wIli be offered on the
floor. There are not any lobbyists lock-
ing after the group of people that my
first amendment is directed toward. I can
remember back during the campaign of
the President and during my own cam-
paign and maybe even during your cam-
paigns that you talked about "that group
of people," the people whom you say
make America strong, the forgotten
American, I believe he has been called,
the fellow making $20,000 a year, the fel-
low that is self-employed wIth his little
business, his barbershop, his grocery
store, his service station or Insurance
agency.

Mr. Chalrmgn. :wlthout question the
sound finUnlng of our Nation's social
security programs will affect millions of
Americana currently receiving benefits
and many more millions of Americana
oontrlbutlng to the system with justified
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expectation of the benets. First, I think
our people want assurances that the pro-
grams are going to be solvent over the
short term, mid-term and long term.
Second, it is my belief from discussions
with and letters from my people that
while the citizens of this country antic!-
pate the need for some additional reve-
nues Into the system, they are not ex-
pecting to be shocked b dramatic In-
creases in their contribution next year or
the followIng 3 years.

Since the report of the trustees of the
OASDI and HI trust funds stated the ex-
tremely critical reserve situation and
predicted Insolvency of the funds in the
very near term, I have talked to thou-
sands of my constituents concerning so-
cial security. I know that my people want
solvency in the system. They are not go-
ing to accept easily or soon forget, how-
ever, an escalation of $11,400 in the wage
base over the next 4 calendar years
coupled with upward tax adjustments.
Certainly, If you•have constituents simi-
lar to mine who are middle income tax.
payers and/or self-employed and who
are vocal in their communities, they are
not going to forget or forgive the dra-
matic increases In their annual contri-
butions via wage base escalations which
the Members of this body may perpetrate
on them.

While we are dealing with complex
Issues affecting nearly every American
and Involving staggering sums of money,
I trust that we shall realIze that the fig-
ures for wage base escalation and tax
rate adjustment provided in the bill are
not the magic numbers or panacea. I
know firsthand as a Ways and Means
Committee member that these ad hoc
wage base Increases and concurrent tax
rate adjustments were picked hastily
and generated great division along non-
party lines in the committee during
markup of the bill..

The amendment which I offer to title I
of the bill provides an alternative to large
wage base Increases and eases the dra-
matic tax effect on middle income and
self-employed taxpayers. This amend-
ment would escalate the earnings base at
a lesser incremental rate than the bill
would do and provide a slight upward
tax rate adjustment over the bill's tax
rate adjustment.

The wage base increase of the amend-
ment and the corresponding tax rate ad-
justment are actuarily sound and have
been developed and approved for revenue
purposes by the same actuaries that de-
veloped the numbers in the bill. I believe
that as much and more time and atten-
tion have gone into preparation of this
amendment than the bill's provisions.
Frankly, the amendment Is a better and
more balanced approach to generation
of the additional revenues required to
prevent the system's collapse.

Understand that the amendment will
raise equivalent revenues as the financ-
ing sections of. the bill. The amendment
raises coverage to 90 percent of all tax-
able wages as does the bill. The amend-
ment does not change the HI rates or the
disability allocation of the bill.

Briefly, let me outhne the amend-
ment's earnings base provisions and tax
rates as compared to those in the bill:
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'Basics. 101 and 1O3
Atdamatc idJusbint

There Is a difference for next: year In
the eru1ngs base of $1,900 between my
amendment and the bill. In 1979 there
Is a difference of $2,400 In the earnings
bases; In 1980 a difference of $2,900; In
1981 a difference of $2,400; and the
scheduled automatic adjustments after
1981 to the bill's base are expected to
remain well ahead of the amendment's
ad hoc Increases. Under the amendment
In 1985 the wage bases and rates would
rise according to the automatic adjust-
ments contained in the Social Security
Act. The bill would move with these auto-
matic adjustments after 1981.

It has been erroneously suggested by
special Interest representatives that the
amendment penalizes a lower wage earn-
er through tax rate increase rather than
wage base increase. That argument is ill
conceived since the difference in rates for
a lower income wage earner tinder the
bill and the amendment Is negligible.

For example, an employee wage earner -
making $10,000 per year would have
withheld in annual OASDI contribution
only $10 more per entire year than the
bill provides. That difference Is reduced
to $5 annually In 1981. Instead of fearing
that wholly philosophical characteriza-
tion of favoring the tax increase as op-
posed to base increase, I suspect that
there is no way any Member voting for
this bill can escape the fact that taxes
are going up for everyone. The question
should be who Is being called upon by
the financing provisions to make the
fund solvent. The answer, as always, are
the millions of middle-Income and self-
employed taxpayers who need the most
relief with escalating local and State In-
come and property taxes and Federal In-
come and social security taxes.

What some people do not seem to un-
derstand about the wage base and tax
rate Is that adjustments have overall
economic Implications. By doing the po-
litically disingenious act of laying the
taxes on our middle income and self-em-
ployed to make social security solvent
again without expanding the period of
time over which the new revenues are
generated from this group, this Congress
ought to realize that the bill's dramatic
wage base increases translate into dra-
matic Increases In benefits. Benefit levels
are tied to the wage base and that com-
pounds the long-term problems which
the Congress will hardly address this
year.

Furthermore, in a period when the Na-
tion Is struggling to reduce unemploy-
ment and provide an economy conducive
to work, I believe that it Is a grave mis-
take to escalate the wage base so dra-

'matically. I expect the bill will undo any
economic stimulus measure that the Con-'
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gress has taken this year or may expect
to take next year.

I ask you to consider the Impact of the
bill on a self-employedtaxpayer making
$20,000 per year. Under the bill that self-
employed taxpayer would contribute the
sum of $1,412.90 for OASDI alone next
year. This Is an Increase of $257.90 over
this year's contribution of $1,155. The
amendment which I propose would re-
duce that sudden leap to $1,278 or a dif-
ference of $134.90. Recall that the $10,000
wage earner Is being taxed less than $1
per month more under the amendment.

I sincerely submit that logic selects the
amendment as the better set of financing
alternatives. For many I expect that this
Issue will again surface with the people.
I doubt that my constituency differs
much from yours. It Is not my Intention
to shift the burden to those who cannot
sear it. The amendment does not so shift
the burden. I hold out some hope and
faith that we shall not suddenly over-,
burden those taxpayers who finance
every single program emanating from
the Federal coffers where It Is just not
necessary. Where It Is not unfair to any-
body to do otherwise.

Mr. ROUSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. JENKINS. I yield to the gentleman
from California.
Mr. ROUSSELOT. I appreciate my col-

league yielding to me.
I think the amendment the gentleman

from Georgia intends to offer providing
for an Independent commission—and I
understand my colleague from Wiscon-
sin, (Mr. STEIGER) also has favored the
same Idea—Is a good Idea, especially the
requirement that It report back within
2 years. In other words, It would not take
a long time to produce this report and
to look at all of the alternatives for the
social security system as to how we would
be dealing with benefits and financing.
It Is an excellent suggestion, and I hope
the House will see fit to support It.

• Mr. JENKINS. I thank the gentleman.
1 also might point out that the amend-
ment provides that It shall be bipartisan.

Mr. CONABLE. Mr. Chairman, will the
gentleman yield?

Mr. JENKINS. I yield to the gentleman
from New York.

Mr. CONABLE. An Advisory Council
on Social Security Is appointed by the
President every 4 years. One Is overdue
now, and should have been appointed In
February of thIs year. We have had con-
stant studies of social security.

Mr. ULLMAN. Mr. Chairman, I yield
myself 2 minutes for the purpose of
responding to questions propounded to
me by the gentleman from Wisconsin
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(Mr. ZAIuLocXI), chairman of the Foreign
Affairs Committee.

Mr. ZABLOCKI. Mr. Chairman, will
the gentleman yield?

Mr. UtLMAN. I yield to the gentleman
from Wisconsin.

(Mr. ZABLOCKI asked and was given
permission to revise and extend his
remarks.)

Mr. ZABLOCKI. Mr. Chairman, I rise
for the purpose of addressing several
questions to the distinguished chairman
of the Committee on Ways and Means
with respect to the impact of the bill, as
reported by the committee, on the For-
eign Service.

Before asking my questions, however,
I would like to state that I have very
serious reservations about the impact of
the bill on Federal employees and on
existing Federal retirement systems in
general. I have reviewed the committee's
report on the bill with regard to the prin-
cipal purposes and provisions of H.R.
9346 which affect Government workers.
I am not convinced, at this time, that
the extension of mandatory social secu-
rity coverage to Government employees
is the proper course of action in the ab-
sence of a thorough analysis of the eco-
nomic Impact of such a move. Further-
more, In my opinion, It would be advisa-
ble to have an acceptable plan to Inte-
grate social security with the existing
Qovernment retirement systems which
does not involve any loss or harm to
Government employees worked out be-
fore enacting mandatory coverage as
provided in this bill.

Having made that general observation,
I do have, as I indicated at the outset,
some specific questions regarding the
bill's Impact on the Foreign Service
which is under the jurisdiction of the
Committee on International Relations.

Is the basic concept of the bill as re-
ported by the Ways and Means Commit-
tee to make the social security system
the basic retirement program for all Fed-
eral employees, including those under
the Foreign Service retirement system,
and to restructure existing Federal staff
retirement systems so that they provide
only supplemental retirement benefits?

Mr. ULLMAN. That is correct. Under
the concept, Foreign Service retirees of
the future would receive two checks, one
from social security and the second from
the Foreign Service retirement fund—
the two to be equivalent to current For-
eign Service retirement benefits.

Mr. ZABLOCKI. Who will develop the
detailed plan for restructuring the For-
eign Service retirement system estab-
lished by title VIII of the Foreign Serv-
ice Act of 1946?

Jieblasamsadmeet H.R.9346'

Tax ,fes los OASDI Tu rates lot OASDI
(piccmc) (partieS)

Earnings Employee. Self. Earnings Employee- Sell-
Vest base employer employed - base employer employed

Jseki.sameadmsst H.R.9345'

Tax istes fit OASDI Tax rites for OASOI
(psrcat) (percent)

Laming. Employ,.- Silt- Earnings Employee- Self-
Tier - base employer employed base employer employed

1977_ 815.500 (95 7.90 515.500 4.95 7.00
1978__....___.... 15.000 5.15 7.10 19,900 LOS 7.101979 20,500 5.20 7.10 22,900 5.05 7.10

23,000 5.20 7.10 25.900 5.05 7.10
198L___.. 25,500 5.20 7.50 27,900 5.15 7.70

1IS2 25.001) 520 7.50 (') 5.15 7.70
1953______ 30,500 S.20 7.00 (') 5.15 7.70
1984... 33,000 5.20 7.50 (') 5.15 7.70
1955 ($) 5.45 8.20 (1) 5.45 5.20

•

'T be adjusted otcording to law.
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Mr. UILMAN. The bifi calls for the

Secretary of HEW to submit a compre-
henslv plan for restructuring the vari-
ous FeIera1 staff retirement systenia af-
fected. He would develop the plan forthe
Foreign Sezvlce system after consider-
ing the views of the Secretary of State.

Mr. ZABLOCKI. In consultation with
the Secretary of State provided for by
the language of the pending bifi?

Mr. IYLLMAN. The bifi specifically re-
quires the Secretary of HEW to consult
with the Civil Service Commission. It Is
our intent that the Secretary also con-
sult with the Secretary of State and give
full consideraion to his views before de-
veloping a plan for restructuring the
Foreign Service retirement system.

Mr. ZABLOCKI. I thank the gentle-
man for his clarifications. I think they
are very Important. While I do have res-
ervations about the Impact of this bill
on Federal employees in general, in de-
veloping any plan for amending title
VUl of the Foreign Service Act, the views
of the Secretary of State should be given
careful consideration. Also, I would ex-
pect that the International Relations
Committee would review and report on
such legislation after it Is submitted by
the Executive.

Is that the chairman's understanding?
• Mr. ULLMAN. Yes.

Mr. ZABLOCKL I thank the chairman.
Mr. tJLLMAN. Mr. Chairman, I yield

5 mInutes to the gentleman from Mis-
souri (Mr. GErHARDT).

(Mr. GEPHARDT asked and was given
permission to revise and extend his re-
marks.)

Mr. GEPHARDT. Mr. Chairman, I rse
to speak in favor of HR. 9346. The mem-
bers of the Social Security Subcommit-
tee and of the Ways and Means Commit-
tee have spent a great deal of time over
the past few months thinking about and
studying this piece of legislation. I have
been deeply Impressed by the commit-
ment of our subcommittee and commit-
tee chairmen to passing a significant re-
form bifi this year. It is far from a per-
fect answer to our social security prob-
lems from my viewpoint. It fails to ad-
dress and answer all of the problems and
potential problems that beset the sys-
tem. I would have preferred a bill that
made significant changes in the way we
fund and deal with disability cases and
our medicare program. I would have
preferred a bifi that went much further
than this one in reforming how tjme social
security system views and treats depend-
ents. I would have preferred a bifi that
had successfully addressed the retire-
ment age question and would have ex-
pressed a single practical national retire-
ment policy that would take effect far
enough in the future so that we do not
break our promise to people who have
earned vested rights under the present
program. I would have preferred a bifi
that made bigger strides toward equat-
ing the benefit system so that it better
reflects coitrbutions.

Recognizing that this bifi is Imperfect
and reognIzlng that the social security
system wifi still be in need of significant
reform If it is passed, I want to strongly
emphasize that I also firmly believe it Is
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the best bifi that could be brought to the
Floor of the House of Representatives
In 1977. Our subcommittee began work
on this bifi as soon as the national energy
bifi had cleared the House of Repre-
sentatives. Some Members wanted long-
range, all-inclusive legislation that would
answer all of our problems. Some Mem-
bers wanted a short-range bifi that
would only make minor adjustments in
tax rate or tax base or both and get us
through a year or two until meaningful
reform could be addressed.

The subcommittee decided to commit
to neither course, but rather to enact
as much reform as we could agree on in
the tune circumstances permitted. The
result is H.R. 9346 which I would charac-
terize as a medium-range solution which
addresses and answers a few major diffi-
culties, puts off others, and assures the
financial stability of the fund for from
25 to 40 years. Considering that under
present law, the disability fund will be
deficient in 4 years, I think this bIll rep-
resents a desirable result. Its most Im-
portant features are well known to you:

First, it corrects the error created by
Congress in 4972 of putting a double
escalator on entry-level benefits. If this
error continues, we will be replacing 52
percent of wages for a worker earning
average wages in the year 2000. In 1955
the replacement rate was 31 percent so
the rate of escalation can be fully appre-
ciated. This bill fixes and stabilizes the
replacement rate at an average of 43 per-
cent for all times in the future. If this
bill did nothing more than this it would
be a huge success.

Second, the bjll raises the tax rate and
tax base at a quicker pace than existing
law, but it does not make increases in
either base or rate over what is already
anticipated in present law. Nobody wants
to raise taxes—even If the raise is
couched in terms of an acceleration of
anticipated raises. People in general and
Members of this House, in particular, ask
what is wrong with the system that
causes additional funding. I believe the
following factors cause this need. They
are:

Our 1972 error in double indexing for
Inflation on the entry-level benefit. This
bifi corrects that;

Administrative failures in the disabil-
ity area. This bifi does not correct this;

Our failure to match automatic benefit
Increases by an increase in the tax rate.
This bifi does not correct this problem
per se, but with decoupling a solution is
foreseeable.

And demographic factors—such as a
declining birth and death rate. This bifi
obviously cannot affect these.

If you believe we must continue the
social security system as a valuable na-
tional program that does something for
people that they cannot or wifi not do for
themselves, you must be ready to ade-
quately fund the plan. To do otherwise
requires severely cutting benefits but the
consensus fpr that Idea has not yet
appeared. The debate then centers on
whether to acceleratethe rate or the base
and this bifi, I think, appropriately does
both. However, it does lean a little more
heavily on the ba.e in an attempt to re-
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turn the ratio of tax-covered wages under
the program to a historical precedent
level of about 90 percent.

Third, the bifi reduces benefits by
freezing the present minimum benefit for
future beneficIaries at its 1979 dollar
amount, subject to annual cost-of-living
increases, and by offering a delayed ben-
efit credit or bonus, If you wifi, to persons
who delay receiving retirement benefits
between ages 65 and 72.

Fourth, the bifi raises the amount
someone between 65 and 72 can earn
without damaging his or her benefits to
$4,000 from $3,000 in 1978 and $4,500 in
1979, leaving the Inflation index on these
amounts under existing law intact. Over
200 Members of this House desire move-
ment in this regard. This level of move-
ment is admittedly modest, but further
increases simply require even further tax
rate and base accelerations or outright
increases.

Fifth,- the bill mandates universal
coverage. I hope this is an idea whose
time has come. The inclusion of public
employees is right because the revenues
actually lost because of the current non-
participants and the potential loss from
the increasing numbers of social secu-
rity "dropouts" Impose an additional
unfair cost on those who have no option
but to remain covered and pay taxes. A
further aggravation is the problem
caused by 'double-dipping" which is now
legally practiced by 43 percent of the
current Federal civil service annuitants.
The opponents of this proposal say it
needs to be studied further. The subject
has been studied for 30 years and has
been recommended by more than one
Social Security Advisory Council.

Now Is the time to make a commit-
ment to universal coverage in a way
that is appropriately sensitive to the
time requirements for integration of the
system and to the commitment to our
public employees that the integration
must not result in economic damage to
them. To say the accomplishment of
such integration is Impossible flies In the
face of the. fact that the vast majority
of American workers are successfully
covered under integrated private and
social security retirement systems. The
committee bifi regarding universal cov-
erage Is a commitment with a study. The
Fisher amendment offers a study with
a faint hope. I fear it is a faint hope be-
cause, try as we might, I fail to see how
we can fully satisfy public employees
who now enjoy a benefit universal cover-
age can never afford them—that Is the
privilege to double dip.

Finally, there are two Important
things this House bifi does not do—it
does not call for general revenue financ-
ing and It does not break parity between
employer and employee contributions.
Most social security watchers saw these
significant changes as necessary to save
the system. We have avoided both and
constructed a system good for from 25
to.40 years.

In conclusion, a word on the proposal
by our colleagues on the other side. It Is
deficient for four reasons. First, It spends
a lot of money on taking away the retire-
ment test entirely. Second, it raises the
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retirement age to 65 and 68 without an
adequate analysis ot the significance or
timing of that deci4oil. Third, calls
br a gigantic tax rate increase (and not
acceleration) ci 120 percent ci taxable
payroll over the period between 1981 and
2011, which translates Into at least a
trillion taxpayers' dollars over the period
1985 to 2051. That Is indeed a dear price
to pay for what the alternative proposal
gives you. 'ast, and most damaging It
leaves the retirement and disability
funds below 25 percent In 4 of the next
'7 years and totally depletes the medicare
tundby 1987.

In closing, I urge the Members to sup-
port H.R.. 9346 and defeat all amend-
snents. Regardless of your position on
amendments, I hope you will vote for
final passage. This bill, regardless of
what amendments carry, Is a good, bal-
silced result of hard compromise—a
strong reasonable solution for the next
25 to 40 years. I hope with all the hope
I have that 1977 wifi be known as the be-
ginning of reform for social security and
tot the end of reform. Our subcommittee
chairman, the gentleman from Massa-
chusetts who labored mightily on this.
Nfl, believes very strongly that we must
have a second phase of social security
reform beginning next year. I believe
him and I believe In our capacity to do
more to Improve the system. But today—
In the fall of 1977—we must take the first
step to Insure the system's finances—to
begin reform—to recommit our Govern-
ment to the notion that the social secu-
rity program Is one of our Government's
best products that promises a reasonable
life after retirement for our generation
and many generations to follow.

Mr. CONABLE. Mr. Chairman, I yield
myself 4 mInutes.

(Mr. CONABLE asked and was given
pernussion to revise and extend his re-
marks.)

Mr. CONABLE. Mr. Chairman, I
would like to thank my friend, the
gentleman from Missouri (Mr. Gm'-
siurs), for having raised the Issue of the
Republican substitute.

I would like to discuss that briefly be-
cause, among other things, although he
actually Identified some aspects of this
substitute, he says that It proposes a
gigantic rate Increase. We dahave a rate
Increase spread over the years between
now and the year 2000 of 1.2 percent.
Rever, let me say, Mr. Chairman, that
our rate increase raises the rate to 7.4
in the year 1990 and the committee bill
raises It to 7.45 In the year 1990, and
their bifi goes no further than that.
leaving a very substantial deficiency for
the rest of the 75-year period. In other
words, the committee bifi Is the high-tax
bifi, not the Republican substitute.

Mr. Chairman, I think it Is important
that we talk just briefly about what is
involved In these raises because I am
not sure that all of my colleagues under-
stand this. The committee bifi is a high-
tax bifi. These apparently little tax in-
creases add up to hundreds of billions of
dollars, and it need not be so.

There are two ways In which taxes are
raised, by Increasing the rate or by In-
creasing the wage base to which the rate
applies.
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The committee bill by 1981 raIses the
rateby 1.5 percent. By 1981 the basewlll
sour to $27,944 from today's $16,500.
Raising the rate improves the actuarial
soundness of the system, but affects
everyone. B2Jsing the wage base affects
only those who earn more than the pres-
ent wage base, which does not increase
the long-term soundness of the system
since under the formulas increased pen-
slons some years out will offset the in-
creased yearly cash flow from applying
the tax to a higher wage base. Also, since
higher wage base means higher pensions,
the temptAtion to subject them to in-
ccr taxes, which are ultimately much
larger for those with higher salaries, Is
greater. I would hate to see us start to
tax social security benefits In any de-
gree, and I think we should restrain our
enthusiasm for raising the wage base, for
this reason, if for no other. Raising the
wage base also reduces our capacity to
finance future cost-cf-living increases In
this regard, which Is a financing device
In the present law.

Let me just mention what the specific
provisions of the Republican substitute
are.

First, it removes the earnings limita-
tion on beneficiaries In three stages by
1980.

Second, It advances the age of eligibil-
ity for full retirement benefits, slowly
and gradually, 3 months each year, from
65 to 85, between the years 2000 and
2011. It has a tremendous actuarial
Impact for doing that.

Third, It brings all Government em-
ployees under social security coverage
by 1982, following a study to assure their
equitable treatment, an Issue we have
been talking about a great deal today.

Fourth, It provides a new working
spouse's benefit, primarily to aid wives.
who work In covered employment.

Fifth, it reduces from 20 years to 5
the duration-of-marriage requirement
for divorcees to receive a spouse's benefit.

Sixth, It ends the requirement that
some beneficiaries, notably widows, lose
benefits upon remarriage.

Seventh, it eliminates sex-discrimina-
tion language from the Social Security
Act.

My cofleagues will note that many of
these provisions have had their impact
on the cornmttteeblll.

Eighth, It requires no tax increase un-
ti_I 1981, then a three-stage rate advance
totaling less than 1 percent over the
next 75 years.

Ninth, It decouples wage Indexes to
correct a flaw In automatic benefit ad-
justment provisions and to stabilize
ratios of benefits to wages.

Tenth, it freezes the minimum primary
benefits but increases the special mini-
mum benefits for those with many years'
work at low wages and puts them on the
automatic escalator.

Eleventh, It temporarily reassigns
through 1981 three-quarters of the medi-
care tax icerease, already scheduled next
year, to OASDI trust funds.

Twelfth, it permanently reassigns
after 1981 one-quarter of the 1978 medi-
care increase to OASDI funds.

Thirteenth, It reallocates taxes be-
tween OASI and DI trust funds.
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• Fourteenth, It permits any one of the
trust fiulcis, OASI, DI, and medicare, to
borrow from each other to prevent cx-
haustion; and

Fifteenth, It limits survivorship and
disability benefit amounts to the maxi-
mum payable to a retiree under this
system.

I hope my colleagues will consider
this provision.

Mr. GEPHARDT. Mr. Chairman, will
the gentleman yield?

Mr. CONABLE. I yield to the gentle-
man from Missouri.

Mt GEPHABDT. I thank the gentle-
man for yielding.

Wifi the gentleman not agree, how-
ever, that in summation the Republican
proposal calls for a much greater tax
rate increase and also leaves all three
funds In very serious shape In the short
and the long terms?

Mr. CONABLE. The trust funds are
much more reduced under the Republi-
can proposal. None of them go Into the
negative, and we do not provide for bor-
rowing power. The high-tax provision
Is the committee bill, however, which so
Increases the rate base and which raises
the rate more than the Republican pro-
posal does by 1990, and It has no further
action after that time. Since the com-
mittee bifi will carry through only to the
year 2010, and since It does not deal with
the total 75-year period, It avoids higher
taxes after that time only by leaving a
deficieticy. Our rate increase Is sufficient
to take care of the full 75-year period.

Mr. GEPHARDT. Will the gentleman
Mr. CONABLE. I yield to the gentle-

man..
Mr. GEPHARDT. Between now and

1990 the gentleman's tax rate Increase
is much greater than the Democratic
rate Increase; Is that not true?

Mr. CONABLL No; that Is not true.
I will be happy to provide the figures for
all those who are Interested.

Mi'. ULLMAN. Mr. Chairman, I yield 5
minutes to the gentleman from Ar-
kansas (Mr. Tucxra).

Mr. TUCKER. Mr. Chairman, there
has been a great deal of talk today and
over the past several months about rais-
ing taxes and about whom we represent.
I know whom we represent In the U.S.
Congress. and I do not think that we
represent solely or are charged solely
with the responsibility of protecting the
highest income people In this country.

Let us look at the history of the social
security bill. The first wage base that was
taxable under social security was $3,000.
That may not sound like very much, but
In 1937 $3,000 represented the full In-
come of 97 percent of the employees In
this country, and It represented 93 per-
cent of the wage base in this country, the
payroll in the country. We let that wage
base stay low because we did not have
the courage to raise it as we went along
from year to year. The result was that
during the 1950's and 1960's the taxable
wage base fell Into the 1970's, and to-
day the 816.500 wage base that is tax-
able represents 100 percent of the sal-
aries of 85 percent of the people In the
country. But 15 percent of the people
In the country get a free ride on all of
their income over $16,500.
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I direct the attention of the Membera

to the chart we have placed here. There
has been a great deal of discussion about
how we raised the wage base. We did not
just pluck it ot of thin air. We sim-
ply moved back to the 90-percent level.
I would have liked to move higher. I see
no justIfication for. not taxing the full
salary of a man or woman who makes
$100,000 a year. While it is true it rises
to $27,900, it is also true it rises in that
same year, and while it is true by 1987
our wage base is predicted to rae to
over $37,000, it is also true under exist-
Ing law the wage base would be almost
$32,000 by that year.

What we have done is very modest.
The option we have is to increase the
tax on every working man and woman
In this country. As a Democrat I have
no difficulty whataoever in making the
decision that it is preferable to increase
taxes equitably on the 15 percent who
are not being taxed than it is to increase
the burden on all our working men and
women in this country. I am convinced
the majority of Democrats in this Con-
ess and I would hope the majority of
Republicans in this Congress would find
that a simple choice to make.

Mr. BtIRKE of Masachusetta. Mr.
Chairman, will the gentleman yield?

Mr. TUCKER. I yield to the gentle-
man from Massachusetts, the chairman
of our subcommittee.

Mr. BURKE of Massachusetts. Mr.
Chairman, I commend the gentleman on
hth statement because he brought out an
important fact. Those people earning
more than $100,000 a year pay less than
1 percent tax into the social security
fund, and some of those undet.-present
law earning under $16,500 pay close to a
6-percent tax. This is grossly unfair, but
It Is something that has to be rectified
in the social security trust fund. Thoee
people with high earnings should pay
their share, and we intend after this
legislation s acted upon to file to re-
move the entire ceiling and go for a re-
duced rate and let the people pay the
more equitable and Justifiable tax. This
tax to me is grossly unfair to low-wage
earners and middle-income persons.

Mr. TUCKER. Mr. Chairman, I would
like to point out how we take care of the
$10,000-a-year wage earner, and I tflthk
that is the kind of person we in this
Congress have a commitment to look
after. He gets no tax increase in 1978;
he gets no tax increase in 1979; he geta
no tax increase in 1980; and not until
1981 does that man receive a tax in-
crease and then of only $15 per year. I
am proud of that result and I think this
Congress can be proud of that result.

In 1987 the $10,000-a-year worker will
be paying only $45 more per year and he
gets a sound social security system in re-
turn.

What about the $15,000-a-year wage
earner? He does not get hurt so badly
either: He gets a sound social security
system in return and he gets no tax in-
crease until 1981, and then a tax of only
$22.50 per year. By 1987 he is paying only
$67.50 more per year than he would
under existing law.

That is a good bill and a bill the Demo-
crats can be proud of, but it does not
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answer all the prob1s of the social se-
curity system.

We need to think about the health In-
surance and di8abllity. It is my feellng we
cannot continue to increase the social
security taxes in the future. I hope we
will come back in 1978 or certainly in the
next Congress and relieve the social se-
curity system of a burdensome tax that
is regressive and one that is financing
some we]fare systems under social se-
curity.

But for the short term with this bill
we get a sound aociai security system
through the turn of the century and an
opportunity to come back again and
make tho8e adjustments that need to be
made.

Mr. CONABLE. Mr. Chairman, will the
gentleman yield?

Mr. TUct. I yield to the distin-
guished ranking minority member on the
committee, the gentleman from New
York.

Mr. CONABLE. Mr. Chairman, I thank
the gentleman for yielding.

Will the gentleman Comment on the
effect on total pensions payable of in-
creasing the wage base and does he see
any particular problem in this? We have
expanded the wage base already in order
to cover cost-of -living increases. The
gentleman Is now suggesting a consider-
able additional expansion of the wage
base which will mean the pensions will
get very large for those who have higher
salaries. Is that correct?

Mr. TUCKER. Those people should
get higher pensions who are earning
more money.

It has in the long term a alight net
positive effect on the trust fund due to
the fact, as the gentleman knows, that
the benefits are slightly weighted toward
the lower income individual.

Mr. CONABLE. Mr. Chairman, if the
gentleman will yield further, may I ask
if the gentleman has any view as to
whether or not social security beneflta
8hould be taxable for income tax pur-
poses?

Mr. TUCKER. I do not believe they
should be taxable; however, I would
point out that under the Republican
substitute over the next several years the
trust fund of the social security system
reaches a level of 10 or 12 percent of the
revenue, increasing every year, which
means we have, as little as 1 month's
available cash flow and any economic
crisis could totally bankrupt the social
security system and we would flnd the
social security recipients going without
thefr checks.

The CHAIRMAN. The time of the gen-
tleman from Arkansas (Mr. ThCKER)
has expired.

Mr. ULLMAN. Mr. Chairman, I yleld
1 additional minute to the gentleman
from Arkansas.

Mr. CONABLE. Mr. Chairman, if the
gentleman will yield further, it Is in-
vested in Government bonds. In effect
what we have done Is put IOU's in the
trust fund. To be sure, they are paying
interest to the trust fund, but the trust
fund Is not a pile of cash of some sort.

I am sure tile gentleman Is aware no-
body Is advocating a violation of the
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contract we have with beneficiaries to
see that there Is a flow of benefits to
them, as required under the system.

Mr. TUCKER. No one advocates viola-
tion of the trust system. Several of our
colleagues would risk that obligation by
their proposals.

I would point out one of the major
problems of the trust fund is that we do
not draw interest and, therefore, it tin-
pacts directly on the social security trust
fund.

Mr. Chairman, I would urge a vote for
this, not that it is a final solution, but it
gives us an opportunity to give a quick
fix and gives us time to 3tudy this for
long-range security.

Mr. CONABLE. Mr. Chairman, I yield
4 mInutes to the gentleman from Cali-
fornia (Mr. RossoT).

(Mr. ROUSSELOT asked and was
given permission to revise and extend
his remarks.)

Mr. ROUSSELOT. Mr. Chairman, I
rise in support of the Post Office and
Civil Service Committee amendment to
H.R. 9346, whIch would strike out thoee
provisions of the bill which provide for
mandatory social security coverage for
Federal employees and those provisions
which relate to a proposed study by the
Secretary of Health, Education, and
We]Iare.

I urge my colleagues to support the
Post Office and Civil Service Committee
amendment which calls for a Joint study
to be performed by the Chairman of the
Civil Service Commission, the Secretary
of Health, Education, and Welfare, the
Secretary of the Treasury, and the Di-
rector of the Office of Management and
Budget. The study must be completed
no later than 2 years after enactment
of H.R. 9346 and our committee amend-
ment also specifically details the issues
to be considered. t'he committee ap-
proved the amendment by a unanimous
vote and I urge my colleagues to read
the Post Office Committee's report on
H.R. 9346 and the detailed explanation
of the proposed comprehensive study.

Mr. Chairman, I am dismayed and
disappointed that the Ways and Means
Committee included universal, manda-
tory coverage under social security as a
part of this huge legislative package.
The temptation was obviously frresisti-
ble to "tap" the large pool of Federal,
State, local, and certain nonprofit orga-
nzation employees not presently in-
cluded in the social security system. Un-
fortunately, these workers have not
come forward eagerly to voh.nteer as
"saviors" of this bankrupt system. In-
stead, representatives of these groups
have been exceedinglyvocal in thefr dis-
approval of the hasty, ill-conceived plan
to mandate universal coverage by 1982.
I am sure that I am not the only Mem-
ber of this body who has received letters,
telephone calls, telegrams, and in-person
pleas to defeat the Ways and Means
proposal. Federal employees, especially,
are adamant In their opposition to uni-
versal coverage.

Apart from the apparent willingness
of these noncovered employees to be
dragged kicking and screaming into a
sinking social security fund, there is the
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obvious fact that the supporters of the
proposal are seeking this rtlc.tpatlosi
as a "quick-fix" for the seriously ailing
system. This Is the kind of short-term
solution which has become the increas-
ingly frequent legislative response of the
Congress. It does not take much Imagi-
nation to visualize the situation some
years In the future when the quick-fix
of new revenues from these employees
has worn off and the system once again
reveals its basic, and serious, defeèts.
Universal coverage will not provide long-
term fiscal Integrity for the social se-
curity system and as Representatives of
all the people, we must not rush head-
long Into endorsing a proposal the ram-
ifications of which are not fully defined
or understood.

Fxpandlng coverage to those whose
earnings are not now covered would, ad-
snittedly, Improve the financial outlook
of the fund, at least for the shorter run.
However, there are other financial Im-
plications which should be recognized
and examined. For example, State and
local units of government which do not
now participate in the social security
system would be faced with enormous
new costs. The cost to the county of Los
Angeles, as a potential employer of 76,-
500 persons with a payroll of $1.5 billion
In 1982, would be $84 mfflion, at the pro-
posed tax rate of 6.45 percent. Other es-
timates indicate that the real cost could
be as high as $113 mfflion in 1982, or a
new tax burden per employee of between
$1.098 to $1,477 (to be matched, of
course, by the employer—in this case, the
taxpayer).

Mr. Chairman, I urge the Members of
the House to consider all the arguments
presented by my colleagues on the Post
Office and Civil Service Committee, and
others, who seek a prudent, sound solu-
tion to the problems of social security
financing. We must reject this "finger
In the dike" approach advocated by the
Ways and Mean Committee and accept
the Post Office and Civil Service Com-
intttee amendment providing for a com-
plete, detailed study of the mandatory
universal coverage proposal before sen-
tencing millions of Americans to a re-
tirement of uncertainty and fiscal 'in-
security."

In conclusion, I wish to commend the
good chairman and ranking minority
member of the Post Office and Civil
Service Committee for the strong leader-
ship role they have taken in this Issue—
the potential victims of the Ways and
Means proposal express their gratitude.

Mr. ULLMAN. Mr. Chairman, I yield 3
minutes to the gentleman from Georgia
Mr. L€vns).

(Mr. LEVITAS asked and was given
permission to revise and extend his re-
marks.)

Mr. LEVITAS. Mr. Chairman, I thank
the chairman of the committee for yield-
ing this time to me. I want to compli-
ment him and the chairman of the sub-
committee for their hard work in bring-
ing this bill to the floor, which I hoper
with the adoption of some amendments,
this committee will approve. I also want
to thank them for permitting me to tes-
tify before their committee on several oc-
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casbons In aziieetloft with my several
proposals pertaining to social security
which have either been incorporated in
this bill or which will be separately voted
on todsy.

I would like to say this, however: I
think the American people are mad as
hell and they are not going to take It
much longer when It comes to this social
security system as it now exists and is
being paid for. They are sick and tired
of being asked simply to pay more and
more taxes Into the same old system.
They are tired of handaid and mercuro-
chrome approaches. They want some
fundamental changes in the social secu-
rity system, and they do not want every
5 years to be asked to raise taxes again
on the middle-class taxpayer. They just
cannot stand it. They will not stand for
It. They should not stand for it. When
that public support ends so will social
security. We cannot afford to let that
happen.

Young people are fearful that they will
never see a return on their payments into
the system, and the elderly are concerned
that their benefits will not be forthcom-
ing. That is why I am grateful to my col-
league from Georgia Mr. JENKINS, a
member of the committee for offering as
an amendment my proposal for a Na-
tional Commission on Social Security, a
proposal which I have introduced in two
Congresses as legislation now with 65 co-
sponsors. I think it is high time that this
National Commission legislation be
passed.

Let me say to the gentleman from New
York (Mr. CONABLE), for whom I have
the greatest respect, who spoke in sup-
port of the present social security advi-
sory councils as a vehicle for solution.
One of the problems with the present ad-
visory councils Is that, not only are they
appointed by the Secretary of HEW and
not by the President, making them in-
house councils, but all they have done
during their entire period of existence is
to rearrange the furniture on the deck
of the Titanic, and they have not done
anything at all about the fundamental,
long-term problems of social security. We
must change that now and move on to a
comprehensive, meaningful long-term
reappraisal of the system.

I think it Is absolutely essential that
we take a long, hard look at the entire
system, to decide whether or not what
was In place in the thirties will serve the
needs of America for years to come;
whether or not we need a completely new
type of national retirement, disability
and survivor system.

Let me pass on briefly to another sub-
ject. I want to commend the gentleman
from Wisconsin (Mr. SrsIGER) for his
statement. I think we have got to move
to a system of universal coverage. There
is no question about it, because we can-
not create an elitist group in this coun-
try who do not contribute to the social
security system. You know, the American
people are asking themselves this ques-
tion: If the Commissioner of Social Se-
curity himself is not covered by social
security, then something must be wrong
with the system. If the Members of Con-
gress are not covered by the system, It is
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no wonder Congress baa let It become
such a mom. Would you want to eat din-
ner at a restaurant where the chef would
not eat his own cooking? I suggest not.
We have got to reach that tune where
everybody in America knows that they
are part of this system. There cannot
be one group who stand aside and let
everybody else pay the bill.

Furthermore, I think that it Is despica-
ble, and reprehensible to see the type of
lies and misstatements and calculated
deceptions which certain organizations
have waged In the last few weeks about
the concept of universal coverage. As far
as I am concerned, they have severely
damaged their credibilhtg with me, and
I am cure most of the members of this
committee feel the same way. It is one
thing honestly to oppose a position, it is
quite a different thing to misrepresent
a position to deceive and lie In order to
prevail.

In this case the only valid point which
the apponents of universal coverage have
in their favor Is that the terms and pro-
visions of universal coverage should be
spelled out by law at the caine time It
comes into affect. For that reason alone,
and not because of the untruths about
universal coverage, I believe the Fisher
amendment should be adopted to lead to
an orderly transition Into universal
coverage.

Mr. CONABLE. Mr. Chairman, I yield
4 minutes to the gentleman from Ohio
(Mr. GRADISON).

Mr. GRADISON. Mr. Chairman, I take
this this to engage In colloquy with our
distinguished colleague, the gentleman
from Arkanáac (Mr. TUCKER) with re-
gard to the wage base.

My understanding Is that, under the
present law, with a maximum wage base
of $16,500, the same contributions are
paid, as the gentleman Indicated, by
someone with an income of $16,500 or
$100,000. But also the same benefits are
paid to those persons because only $16,-
500 at the present time counts In benefit
computation.

What bothers me, working from the
same set of facts the gentleman pre-
sented to us, Is that the increase In the
wage base which the gentleman is re-
ferring to wifi mean that social security
will be in the future providing a larger
proportion of benefits than it Is now Pro-
viding to the highest income group in
America, reaching, if we follow the
theory, all the way to the very highest
-levels of income in our society. In other
words, we would be using social security
to provide larger retirement benefits to
those best able to provide for themselves.

Mr. Chairman, it seems to me, there-
fore, working on the same assumptions
that the gentleman has mentioned, that
there is a very strong argument for not

- Increasing the wage base any faster than
we have to. I acknowledge it has to go up,
but it is a matter of degree that I know
we are debating. Beyond this, the effect
of providing through the social security
system an increasing proportion of the
total retirement benefits which might
come to a higher income person means a
shift toward reliance on a pay-as-you-go
method of flnancing—soclai security—
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as against what are generally fully
funded methods of providing retirement
benefits, which are generally the tech-
nlqueó for funding systems used In the
corporate sector today.

The effect of this, as I see It, Is that If
we shift more of the retirement financing
In this country toward a pay-as-you-go
system and away from fully funded sys-
tems, we will reduce the accumulation of
capital In this country, because one of
the greatest sources of capital formation
today is pension plans which are on a
fully funded basis, which, curiously, In-
cludes State and local pension plans, as
well as private ones.

If this analysis is at all correct, the
Impact of raising the lage base subatan-
ashy, and thereby slowing down the
growth of private pension: plans, will be
to reduce the accumulation of capital, of
capital formation, which ws need In this
country.

If I read the figures at all correctly,
the greatest Impact of all of that will be
on the working people of this country
who would not have as fast a rise In pro-
ductivity as they would if we have a
greater flow of capital formation,

I know the gentleman has given a
great deal of thought to this, but I did
want to take my time to present my point
of view.

Mr. TUCKER. Mr. Chairman, will the
gentleman yield?

Mr. ORADISON. I yield to the gentle-
man from Arkansas.

Mr. TUCKER. Mr. Chairman, I will
be happy to attempt to respond in the
short time available.

First, if the gentleman Is suggesting
we should not raise the wage base since
to do that, and thereby stabilize the
social security fund, we will somehow
hurt other private pension systems, then
I would have to say that In my order of
priority I opt for taking care of the
social security system, rather than pri-
vate pension funds.

If the argument is that we are drawing
large sums of money from the economy
that we cannot afford and which will
hurt capital formation, I answer that all
money paid in, as the gentleman realizes,
is paid back out In benefits and is still
in circulation In the economy.

Finally, I would say to the gentleman
that if we could pay social Security taxes
only on $5,000 or. $8,000 or $9,000, that
might not be such a bad Idea, and we
could do something like that If we would
follow the suggestion of the gentleman
from Masachusetta (Mr. Buan) and
finance at least one-third of the social
security trust funds out of general
revenue.

Mr. CONABLE. Mr. Chairman. I yield
3 mInutes to the distinguished gentle-
man from California (Mr. RoussaLoT).

Mr. ROUSSELOT. Mr. Chairman, I
want to add to the discussion we have al-
ready covered on the Fisher amendment
comments from Secretary Cahifano dis-
•cusslng his support of the Fisher amend-
ment.

Mr. Chairman, I would like to quote
from page 2 of his letter to every Mem-
ber of the House. This Is what he said:.

• Universal Coverage. The Committee bill
would require the Seceetery of MEW sad th•
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Chairmen of the Civil Service Oommlislaa to
develop a plan by 1980 with respect in bow
the social security system could be 0002'-
dinated with the clvii service retirement sys-
tern. That study would be foUoWed by mM'-
datory coverage, effective January 1, 1082. of
all Federal. state, and local government em-
ployees. as well as the employees of nonproflt
•orgsnlzetiona.

We believe this Is a complex matter that
deserves caroful study ftrst; and an oppor-
tunity for the Congress to consider on what
terms coordination of the different systems
might best be accomplished, and an oppor-
tunity for the mullons of affected employees
to express their views. Representative Fisher
wul offer an amendment to eliminate manda-
tory coverage of Federal. state. local and non-
proftt employees from the Committee bill and
instead authorize a study of the ways to Inte-
grate these other retirement systems with
social security.

Mr. Chairman, It Is true, as several of
my coHeagus have pointed out, that as
members of the Committee on Post Office
and Civil Service, we do not think ade-
quate time was given to a discussion of
the merger of the systems, and that Is
why we favor the Fisher amendment.
Evidently Secretary Cahifano agrees.

We feel that the complex nature of
this legislation requires more time than
the last 4 to 5 weeks during which the
Committee on Ways and Means has been
working on this particular bill.

Mr. CORMAN. Mr. Chairman, will the
gentleman yield?

Mr. ROUSSELOT. Yes. I will be happy
to yield to my distinguished colleague.
the gentleman from California.

Mr. CORMAN. Mr. Chairman. I will
say first that I hope the Secretary never
flz4s out which of the two of us Is agree-
ing''ith him. -

Mr. ROUSSELOT. Well, I believe on
this issue he has ditched the other gen-
tleman from California first.

Mr. CORMAN. I would put It out to my
colleague that there are 12 millIon State.
county, and municipal employees in this
country, and 73 percent of them are al-
ready covered by social security.

Mr. ROUSSELOT. I understand that.
Mr. CORMAN. There is no great mys-

tery as to how the two systems cold be
Integrated. The CommIttee on Ways and
Means, not having Jurisdiction over the
pension system, gave the Committee on
Post Office and Civil Service some time.
knowing full rell It could act promptly
and that It would not take 5 years to fig-
ure that out.

Mr. ROUSSELOT. Well, the gentle-
man did not give us 5 years to work it
ut from the time the bill was voted out
by the committee. We were not given
time to discuss the Issue of the merger
of the systems, and I think that is the
Issue.

The Committee on Ways and Means
admits in its own report It did not have
adequate time to address the Issue. That
is why I m sure many other members of
the committee have Insisted on more time
for study. It Is Important to note that the
committee was not able to even suggest
what would be done in 1982, because it
does not know.

lain not saying that It is an easy issue;
It is not easy.

Mr. DERWINSKI. Mr. Chairman, I
yIeld the remainIng 1 minute I have to
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one of the great statesmen of the Rouse,
(he gentleman from Mississippi (Mr.
Lorr).

(Mr. LOTf asked and was gIves per-
mission to revise and extend his re-
marks.)

Mr. LOTr. Mr. Chairman, I thank my
distinguished leader on the RepublIcan
side from the Committee on Post Office
end Civil Service for yielding this time
to me.

Mr. Chairman, I rise in support of the
amendment of the Committee on Post
Office and Civil Service. I think it Is the
best solution to this problem of the Fed-
eral employees.

Mr. Chairman, the Ways and Means
Committee bill Is, no doubt, a well-mean-
ing and worthwhile effort to strengthen
the financial affairs of the social secu-
rity system. In dealing with the Issue of
mandatory social security coverage for
Federal employees by 1982, however, the
bill departs from sound reasoning.

As reported by Ways and Means, the
bill provided for a 2-year study on how
best to coordinRte the benefits of the
civil service retIrement system and the
social security system. Rather than await
the results of such a study, the Ways and
Means Committee went one step further
and made a decision to bring all Federal
employees into the social security system
by 1982.

To mandate this coverage of 2.8 mil-
lion Federal employees simply as an ex-
pedient to help balance the books of an
ailing social security system and without
an Indepth study, in my opinion, is short-
sighted because very little thought has
been given to the problems that might
arise from universal coverage.

In contrast to the action by Ways and
Means, the Post Office and Civil Service
Committee has come up with what I feel
is a more reasoned approach to the pos-
sibility of requiring social security cover-
age of Federal employees.

I am concerned that a step of this mag-
nitude and complexity requires a thor-
ough study of the benefits and financing
of each system. Full consideration should
be given to the proper approach for inte-
grating the two systems. We must con-
sider specific recommendations and pro-
posals for a smooth transition which
would protect the integrity of both the
social security system and the Federal
retirement system as well as the indi-
vidual rights and benefits under each
system.

The problems of coordinating two re-
tirement income plans are enormous and
require intensive study and considera-
tion. Our amendment calls for a 2-year
step-by-step approach to study all as-
pects of both systems, which In turn
would be followed by specific legislative
recommendations.

Under our committee amendment, At
the study justified a feasible and equi-
table approach for integrating the social
security and Federal retirement systems.
then Congress would have the opportu-
nlty to enact into law a retirement sys-
• tern which has been researched and
properly legislated.

• One of the most Important issues Ma
anyone's life Is Securityin old age. I be-
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ileve that CongTess should not make any
drastic changes In a system without care-
fully examining the consequences.

Mr. ULLMAN. Mr. Chairman, I yIeld 2
minutes to the gentleman from Ohio
(Mr. PIASI).

(Mr. PEASE asked and was given
permission to revise and extend his
remarks.)

Mr. PEASE. Mr. Chairman, I ask per-
mission to revise and extend by remarks.

This bill, the Social Security Financing
Amendments of 1977, has caused a great
deal of concern among those who are
now working and contributing to social
security and those who are receiving
soclr.1 security benefits. I have received
expressions of puzzlement from many of
my oonstltuents about the solvency of
the social security trust fund. They ask
how It can be In such dire financial
trouble If they have, as one person put
It, "contributed part of my paycheck to
social security throughout my working
life? Why are higher payroll taxes needed
to shore up the system?"

To answer their question and resolve
my own concern, I tried to work out for
each of those constituents the likely con-
tributions made by the employee and the
employer over a working career. As
might be expected, It works out to be
much less than the person receives in
retirement benefits within the first couple
of years after retirement. The actual fig-
ures are astounding. Forty years of max-
imum social security contributions can
be recouped In 12 to 18 months after re-
tirement. A person paying the maximum
In social security taxes from 1937 to 1977
will have contributed $8,723. Before that
person and his or her spouse die, they
will have received $62,947 in benefits.
Clearly, social security needs constant
infusions of new money to provide pay-
ments for today's retirees. That is why
It is vital that we pass this legislation to
restore the financial integrity of the sys-
tem, to assure that it will be there for
the retirees, widows, survivors and dis-
abled who now depend on Its benefits,
and for tomorrow's retirees.

Our purpose today Is to relieve social
security of Its current debt. However, in-
corporating the concept of universal cov-
erage into the system, without a detailed
study of Its Implications could well undo
so much of the well-devised financing
provisions in the bill.

I note that the Congressional Budget
Office has reported that any financial
boost to social security from universal
coverage "would have negligible effects
In 5 years." As I reviewed the language
In the bill and in the committee report,
It became increasingly clear that now Is
not the time to create a national retire-
ment system. If we are to require that all
working people be enrolled In the social
security system, we must do so with pre-
cision and with clear purpose.

Universal coverage will affect more
than 6 million public employees and
teachers across the country. The number
of existing pension programs this would
Involve Is staggering. The Federal Gov-
ernment, alone, operates, more than 50
pension programs. Each. State has at
least one. Ohio has two excellent retire-
mont i'lna for its public employees and
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teachers. We are talking about dras-
tically modifying ioo plus pension pro-
grams. I approach universal coverage
with an open mind, but the Issue must be
carefully reviewed. The Implications for
each pension program must be spelled
out In detail. The States will need clear
guidelines If universal coverage is to be-
come a reality. That is why I will support
Congressman Fzsnza's floor amendment
today to delete the language for univer-
sal social security coverage from HR.
9346.

Mr. Chairman, the U.S. Congress is in
the midst of discussing social security re-
form—trying to make sure that the so-
cial security trust funds do not run out
of money in the next few years.
• Under the House Ways and Means

Committee proposal, which is being con-
sidered on the floor of the House this
week, the social security tax rate for
employers and employees would rise to
7.45 percent of wages by 1990. The wage
base subject to socIal security tax would
rise to $39,600 by 1987.

Many constituents have asked me a
simple question. How can social security
be In financial trouble with so many mil-
lions of Americans and their employers
paying social security taxes every week
or month?

Some constituents narrow the question
even further. How can there not be
enough for me to retire on when I have
paid Into the system for 40 years?

Such constituents often follow that
question with one of two angry state-
ments:

First. Wlth the level of benefits I am
due to get, I will receive far less in pen-
sion than I've paid into the system all
these years." Or;

Second. "I'd have been a lot further
ahead just putting my social security
taxes into a bank account."

Both of those statements are wrong.
Looking at why they are wrong tells a
lot about the need for congressional ac-
tion to bolster the social security trust
funds.

Take the case of a married couple re-
tiring in 1977. Assume that only one
member of the family, probably the hus-
band, was employed outside the home.
Further assume that the man earned
a high enough wage that he had to pay
the maximum social security tax for
every one of the 40 years from 1937,
the start of social security, till 1977. the
year of retirement.

How much will the worker have paid
in social security taxes total in that 40-
year period? Answer: $8,723.

How much would the worker have In
the bank If he could have legally placed
his social security taxes in an interest-
bearing bank account? Answer: $13,711.

How much will the couple receLve In
social security benefits? Answer: The
husband will get $437 monthly and his
wife one-hall that amount, $219 month-
ly. The total will be $656 monthly, or.
$7,872 yearly.

• In 1 year, 1 month and 9 days, the
couple will have gotten back every dime
the husband paid in social security taxes
over a 40-year period.

• In 1 year, 8 months and 27 days, the
couple will have gotten back everything
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the husband paid In plus all the Interest
the money would have earned in a sav-
ings account.

But what about the employer's tax
paid on behalf of the employee? Since
the employer tax has always been the
same rate as the employee's tax, just
double the figures above.

WIthin 3 years and 6 months after
retirement, a worker will have gotten
back everything he and his employer
paid Into social security plus the Interest
the money would have earned in a bank
account. That total works out to $27,-
422.

In contrast, a couple retiring thIs year
are projected to receive $62,947 in bene-
fits before both die.

If at this point You are shaking your
head in puzzlement—saying that you
surely must have paid In more than
$8,723 over a 40-year life of work—con-
sider this. For the first 12 years of social
security, the tax was 1 percent and the
maximum wage base was $3,000. That's
$30 per year or $360 total for 12 years. In
other words, a retired worker would re-
ceive back In 3 weeks now what he paId
In in social security taxes in the first 12
years of employment.

What all of this emphasizes Is that
social security Is not a self-contained
•fund from which workers draw out just
what they paid In. Essentially, It Is a
pay-as-you-go system. Retired workers
today are to a large extent drawing out
wha4 present workers are paying in and
what future workers will pay in.

Basically, that Is why Congress Is
watching carefully the financial health
of the social security system.

Mr. IJLLMAN. Mr. Chairman, I yield
2 minutes to the gentleman from Cali-
fornia (Mr. PANETTA).

(Mr. PANETI'A asked and was given
permission to revise and extend hIs
remarks.)

Mr. PANETI'A. Mr. Chairman, I would
like to take this opportunity to express
my views concerning the bill we have be-
f ore us today. Although I respect the good
work and intentions of the Ways and
Means Committee, It is my feeling that
H.R. 9346 does not go far enough In pro-
viding for the long-range, comprehen-
sive reforms that are needed to restore
overall soundness to the social security
system.

Provisions to increase payroll taxes,
broaden the taxable wage base, require
mandatory coverage of public employees,
raise the level of allowable income for
retirees, and permIt automatic loans to
the social security trust fund from the
general revenues may assist in stabilizing
the system in the short run. But in the
long run, these changes do not address
the real causes of today's crisis In social
security.

The basic problems we face today
stems from the fact that the structure of
our social security system simply does
not reflect today's social and economic
conditions. Two trends have placed the
current system in jeopardy. One Is rising
unemployment and the other Is a change
in the overall orientation of the system

• which has iesulted in expanded benefits
programs. As originally conceived In 1935,
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the social 5urjty system was thought
to be an Insurance proam for retired
persons. Today, the system provides a
wide range of benefits, including survi-
vors', disability, and hospital payments,
to 33 millIon people. For moat of these
people, social security is the major source
of income. Forty percent of all families
with heads of households over the age of
65 would be. In poverty today If It were
not for the Income provided by their
monthly social security checks.

Although the benefits offered through
these expanded programs are essential
Government services, It Is becoming
evident that the current structure of
social security system cannot effectively
maintain a sound retirement insurance
program while at the same time provid-
ing adequate levels of income security
for the elderly. Therefore, the basic
structure of the system must be changed.

In order to restore the public's con-
fidence in the social security system, as
well as the system's financial stability, I
feel it Is necessary to separate the non-
retirement programs out of the system
and to fund these programs by means
other than payroll taxes. A separate In-
surance program could return contribu-
tions plus accrued interest to Its bene-
ficiaries and a separate income security
program for the elderly could be geared
speclflcaily to those most in need. Quite
frankly. I fear that if this separation
does not occur, social security trust fund
balances will continue to face deficits
even though we continue to raise payroll
taxes and the taxable wage base.

In addition, I feel that the continued
reliance on increased payroll taxes has
reached the end of the road. Employees
and businessmen simply cannot afford to
pay out additional taxes which are re-
gressive in nature. Every American tax-
payer will suffer if this trend is allowed
to continued, since it leads to higher
prices, higher unemployment, and higher
Inflation. At the present time, the Fed-
eral payroll tax is the highest tax paid
by about two-thirds of all wage earn-
era and $2.5 billion will be paid In pay-
roll taxes thIs year by persons officially
classified as living in poverty.

To further ease the burden that pay-
roll taxes are placing on our 10w-Income
people, our system of payroll taxes itself
should be restructured. I suggest that
two alternatives are available: First, an
increase in the tax credit for individuals
with incomes below the poverty level; or
second, Introduce into the payroll tax a
system of personal exemptions and low-
income allowances similar to those used
in the Individual income tax.

There are other far-reaching reforms
that should be made If we want to cor-
rect the deficiencies in the present sys-
tem. I feel It is necessary to remove en-
tirely the income earnings limitation
which now prohibits seniors over the age
of 85 from earning more than $3,000 per
year without losing a portion of their
social security benefits. Although this
matter Is addressed in HR. 9346, the
proposed earnings limitation Is too re-
strictive and thus offers little relief to
our senior citizens. The complete removal
of the retirement test will allow our
elderly citizens to help themselves

CONGRESSIONAL RECORD —HOUSE

through ktcreaaed earnings. Further-
more, tax revenues generated b their
continued participation as working mem-
bers In society Will act as a stimulant to
the economy.

Mr. Chairman, this summarizes my
immediate concerns about the social se-
curity financing bill. It Is my hope that
the committee will recognize the need
for a more comprehensive plan to reform
the basic structure of our social security
system. This Is a commitment the Con-
gress made years ago in 1935 and I feel
the time Is right for us to renew this
commitment by making additional ef-
forts to guarantee that the senior citizens
In this country receive the benefits they
desperately need and obviously deserve.

Mr. CONABLE. Mr. Chairman, I have
no further requests for time.

Mr. ULLMAN. Mr. Chairman, I yield
2 mInutes to the gentleman from Texas
(Mr. Piciu.s).

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

Mr. PICKLE. Mr. Chairman, there will
be some seven votes taken soon. I believe
that there are two of them that will be
very strongly debated, perhaps others,
but especially the one to take out univer-
sal coverage, which will be offered by the
gentleman from Virginia (Mr. FISHER).

Mr. Chairman, I am going to offer an
amendment that would strike from the
bill a portion of section 104, which would
remove the right to borrow money from
the General Treasury if the ratio in the
fund reserve got below 25 percent. That
is formally written into the bill so that
If it got below that particular level, then
we could borrow automatically from the
Federal Treasury.

Mr. Chairman, I think my amendment
goes to the heart of this very program
and Is, perhaps, the most important
question to be settled.

I recognize that there is opposition to
it. The administration wants to leave it
In the bill. We have had so many people
from HEW outside here In the ball that
they could have long since passed any
kind of abortion bill if they just worked
on It. The White House has had many
people on the phone opposing the Pickle
amendment, so many that they could
have had an energy bill long since if they
had not just concentrated on this one.

Mr. Chairman, I am simply saying
that the administration wants the bor-
rowing provision left in the bill because
they expect to borrow money from gen-
eral revenues. When that is done, this
program Is weakened considerably.

Mr. Chairman, I ask for the support
of the Members. I would remind the
Members that If we want to keep the
social security program a self-supporting
program, then we had better take that
provision out.

My amendment does not weaken the
bill. It adds a great deal of strength to
It, and I would hope that the Members
will support that amendment.

Mr. CONABLE. Mr. Chairman, I yield
such time as he may consume to the gen-
tleman from Florida (Mr. Buaxz).

(Mr. BURKE of Florida asked and was
given permission to revise and extend his
remarks.)
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'Mr. BURKE of Florida. Mr. Chairman,
I rise in opposition to HR. 9346, the So-
cial Security Amendments of 1917. I am
concerned about the future of the social
security system and I truly wish that my
colleagues had been able to work out a
few solutions to the numerous problems
that plague the system. In my opinion,
the whole thing Is a mess and the ap-
proach being made by these amendments
borders on "copping out."

Our colleague from Florida, Mr. S
GIBBONS, who is a member of the Ways
and Means Committee, has pointed out
that presently there are slightly more
than three persons In our Nation's work
force for each person who is presently
drawing social security benefits.. At this
rate, therefore, Mr. Speaker, by the year
2015 AD., there will be only one person
In our entire work force for each person
that will then be receiving benefits. Cer-
tainly, this is ridiculous and most assur-
edly there will be a revolt by the working
people who will be forced to carry the
burden of financing this program. Re-
grettably, H.R. 9346 fails to meet the re-
sponsibility of this Congress to produce a
solution to the short run or the long rim
problems of the social security program.

But, Mr. Chairman, what I have said
Is just my general objection to the bill
and I have two specific objections in
addition:

First, when I was first elected to Con-
gress in 1987, I introduced legislation
which would remove the earnings limita-
tion on social security recipients. I ap-
preciate the cost but the earnings limita-
tion was intended originally to give jobs
to the younger worker and to supplement
the other income the worker would have
when he retired. It was not intended to
be a welfare program which it unfor-
tunately has become. What originally
looked like a form of insurance for the
good life has, because of Inflation, be-
come a false hope to our elderly who
have paid into the program. The worker
who has put 20, 30, or 40 years on the job
and because of inflation and high taxes
has only social security benefits to look
forward to at retirement. He or she are
precluded from working, or if they do
work he or she loses their social security
check either totally, or in part, depend-
ing on how much Is earned.

Mr. Chairman, I concede that H.R.
9346 offers some improvement in the
present law since it Increases the earning
ceiling from the current, $3,000 to $4,000
in 1978 and $4,500 in 1979 with a cost-of-
living adjustment thereafter, but I sug-
gest this is like building a 200-foot bridge
when the river is 500 feet wide. It simply
does not solve the problem.

My second objection is the idea of
expanding coverage to include Federal,
State, and local government workers, and
employees of private nonprofit corpora-
tions beginnIng January 1, 1982. The
universal coveiage provision to extend
mandatory coverage to these remaining
6 to 7 million workers certainly has not
been fully explored. Nearly lialf of these
workers are Federal employees, and the,
majority of the others are State and local
government employees. The revenue the
system is expected to realIze from this
change in 1982 is $13.5 billion. However.
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siiee the tax Is shared equally by em-
ployer and employee, half of this revenue
will come from general Federal revenue
financing of social security. The Federal
Government as the employer win be ob-
ligated to pay its share b either that re-
ceived from an increase In Income taxes
or an increase In borrowed funds further
increasing our national debt. In addition,
State and local governments will have to
pay nearly $4 billion more In 1982 to the
Federal Treasury as the employer share

•of social security taxes. Mr. Speaker. I
call attention to the fact that about SO
percent of State and local government
employees are not presently covered by
social security. These public bodies will,
therefore, have to raise the funds for
their share as the employer In some way.
One way they could turn would be by
reducing existing pension benefits which
may not be permissible under the law or
by hiking the Income on property taxes
or perhaps some of the other regressive
taxes which are presently the mainstay
of local government financing. Mr.
Speaker, I am no expert on financing, but
I do know the suggested amendments In
HR. 9346 wIll not solve the social security
dilemma. The truth Is we should put wel-
fare programs where they belong, pen-
sion funds where they belong, preserve
the social security program In the man-
ner It was originally Intended, and halt
Government borrowing against trust
fund moneys.

To do this would take some courage,
but at least it would establish confidence
in our Integrity to properly manage the
peoples' retirement future.

Mr. CONABLE. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Ohio (Mr. MILLER).

(Mr. MTT1R of Ohio asked and was
given permission to revise and extend his
remarks.)

Mr. MThLER of Ohio. Mr. Chairman, I
would like to take a few moments to ad-
dress the issue of mandating all Federal,
State, and local public employees Into
the social security system without ade-
quate study as to the exact Impact this
move would have on the existing retire-
ment systems already In place for these
workers.

For example, In the State of Ohio we
have one of the best, If not the best, pub-
lic service retirement systems In the Na-
tion. A great number of people have put
a lot of their earnings Into these retire-
ment funds and expect to get their fair
share back when they retire. The last
thing we should be doing In this social
security reform bill Is place these good
systems In jeopardy.

Let us examine exactly what the State
of Ohio has in operation at the present
moment.

TEACHmS

The Ohio State teachers retirement
system was set up In 1920 as a full-
fledged retirement system and currently
has about $3.6 billion In its fund. About
180,000 teachers are actively participat-
ing In the program by contributing to the
fund, with 50,000 presently receiving
benefits. The system covers public school
and university teachers In Ohio.

'lb be eligible for retirement benefits a
teacher may receive benefits at age 60
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after 5 years on the job, or may retire at
any age after 30 years of teaching. The
benefit formula Is 2 percent per year of
an average of final salary up to a maxi-
mum 90 percent.

Under the Ohio State teachers retire-
ment system the employer ecotributes
13.5 percent and the employee 8.5 per-
cent. So one can easily see that Ohio's
teachers are putting a lot of money In
their program, expecting to get a lot out
when they retIre. Since a teacher's pay-
check is not that large In comparison
with other occupations, It can be argued
that one of the reasons many people
choose to become teachers Is because of
the good, retirement benefits.

The teacher's retirement system In-
vests their funds, and currently these In-
vestments pay for around 50 percent of
the benefits currently paid to beneficiar-
ies. This helps keep the overall cost of the
program down. In addition to the retire-
ment paycheck, teachers also receive
comprehensive health care coverage.

SCHOOL E?.WLOYEES

The Ohio school employees State re-
tirement system, which was set up In
1937 and has a fund of $700 million, is
almost identical to the teacher's program
In providIng excellent benefits to all non-
teacher workers In the Ohio public school
system. Custodians, cooks, bus drivers,
clerks, secretaries, and many others ben-
efit from this generous and effective pro-
gram. Currently there are around 100,000
active paying members In the system
with 24,000 people drawing benefits.

Eligibility requirements are the same
as teachers mentioned before. A member
may retire at any age with 30 years of
service. Benefits are also the same, the
formula is 2 percent per year of the final
3-year average salary up to a maximum
90 percent. Employers contribute 12.5
percent to the fund and employees con-
tribute 8 percent.

Last year the system took In 45 percent
of its Income from employers, 31 percent
from employees, and 21 percent from In-
vestments. This Investment income paid
for over 50 percent of the benefits paid
out by the program. As In the teacher's
program, the school employees system
has an excellent comprehensive health
care arrangement.

PUBLIC EMPLOY

The Ohio public employees retirement
system was set up in 1935, has a fund of
$3.5 billion, and covers most State, local,
county, and municipal public servants.
About 260,000 people are participating In
the system, and 62,000 are receiving
benefits. The benefits are the same as
above: 2 percent per year of final aver-
age salary up to a maxImum 90 percent
and a worker can retire at any age with
30 or more years of service.

Employers under the public employee's
retirement system contribute 13.71 per-
cent under the State government and
13.95 percent if under a local govern-
ment, Employees In either case contribute
8.5 percent. About 27 percent of the In-
come coming Into the system last year
was from Investments the system made.
Health care benefits are also similar to
those already mentioned under the other
two systems.
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POLICE AImD PaI)

The flnal large public retirement sys-
tem In Ohio Is the police said firemen's
disability and pension fund. It was set up
in 1967 after combining the many local
police and fire systems Into one State
program. Many of the old local systems
date back to the 1800's. The fund is cur-
rently standing at $600 million. Partici-
pants Include about 22,000 active paying
members and 10,000 people receiving
benefits. Retirement benefits are figured
at 2 percent times the highest 3-year
average salary times the number of years
of service.

Police employers contribute 15.34 per-
cent to the system and firemen em-
ployers contribute 16.77 percent. Employ-
ees contribute 7 percent to the fund.
Around 24 percent of the Income coming
into the fund came from investments,
and the health care benefits are as good
as the ones previously mentioned.

It can be clearly seen that Ohio public
servants have a very good retirement sys-
tem. We want to keep this program
strong and on a sound financial base. In
examinIng HR. 9346, the question needs
to be asked, "What wIll happen to
States like Ohio If they are required to
pay social security taxes In addition to
their present retirement programs," By
requIring Ohio's public service employers
and empl&yees to contribute to the social
security trust fund, are we actually forc-
ing a drastic change in the present Ohio
system and a possible loss of benefits?
Will the combined social security-Ohio
system guarantee the same benefit level
that teachers, firemen, policemen pres-
ently receive? I do not think we can
safely make that guarantee, and that is
why it Is critical we do not put teachers
and other public employees under the
social security system unless we can
quarantee that they will not lose any of
their present benefits.

HR. 9346 is very unclear and vague on
these crucial Items, and before we go
around mandating that all State and
local employees start paying social secu-
rity taxes, we need to study the long-
range Impact this will have on programs
currently In effect. Certainly we cannot
expect a teacher who is currently paying
8.5 percent of his/her Income for retire-
ment to pay an addItional 7 to 8 percent
In social security taxes on top of that.
Certainly we cannot expect local school
boards to pay an additional 7 to 8 per-
cent Into the social security system when
many school districts In Ohio are having
severe funding problems already.

Mr. GIAUO. Mr. Chairman, as chair-
man of the Budget Committee I wish to
make a few points regarding the eco-
nomic and budgetary Implications of the
bill before us.

•This bill Is not consistent with the
revenue estimates underlying the second
budget resolution because there was no
new tax Increase assumed for 1978 In the
resolution. This bill would Increase on
January 1, 1978, the wage base on which
the social security tax Is paid to $19,900,
an increase of $2,200 over the level sched-
uled under current laws. This would in-
crease revenue by $1.3 billion. Because
the revenue figure In the second resolu-
tion Is a floor, not a ceiling, this increase
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wifi not be sui4ect to a point of order.
The increase does create a technical
problem In that the revenue to the trust
fund Is alo counted as budget authority,
and no additional budget authority was
Included In the second budget resolution
for this purpose. However, because this
wage base increase has little economic
Impact in 1978, it Is not inconsistent with
the conference report language which
reads:

It should be emphasized that the confer-
ence substitute does not aaume an. Increase
In Social Security taxes during fiacal year
1978, since the conferees believe that any
major Increase in such taxes could not be
Justied given the present state of the
economy.

According to the DRI econometric
model, this provision would have no un-
pact on the 1978 unemployment rate or
the Inflation rate. However, real ONP
would be reduced by $1 billion n 1978,
or by $1.5 billion adjusted for current
dollars.

On the outlay side there will be a $0.4
bfflion reduction in fiscal year 1978. This
amount is identical to the savings as-
sumed in the second budget resolution.

Finally, let us take a look at the pro-
jected effect of this legislation on the
Federal deficit over the next 5 years.
Revenues will increase by $39.4 bfflion
and outlays will decline by $1.1 billion,
according to the Congressional Budget
Office, resulting in a net reduction of
$40.5 bfflion in the budget deficit.

Mr. FRASER. Mr. Chafrman, I want
to take this opportunity to indicate my
support for an amendment that wifi be
offered by the gentleman from Virginia
(Mr. FISHER) at a later point in today's
proceedings.

I endorse the principle of universal
social security coverage as a compelling
and desirable objective.

However, before the Congress com-
mits itself to a specific date for begin-
ning universal coverage, I believe we
should have in readiness a plan that
wifi show how universal coverage can be
achieved without adversely affecting the
contributions and benefits of the 6 to 7
mfflion people who are not covered under
the social securtty system at the present
time.

In my judgment, it would be unwise
to make a binding agreement without
first resolving the many questions that
have been raised about the workability
and consequences of universal coverage.

As written, the bill before us requires
all workers to pay into social securtty,
starting in 1982, as well as into their reg-
ular retirement plan. Wifi they then re-
ceive benefits from each plan?

How will Federal service be credited
to social security?

If the civil service retirement contribu-
tion is reduced, how will the commit-
ments of the civil service trust fund be
met?

When these questions are answered, I
believe it is niportant for us to move
ahead with universal covreage. Since
1937, the Social Security Advisory Coun-
cils have recommended that this prin-
ciple be incorporated in our national so-
cial insurance system.
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Universal coverage would protect those
people who have not worked long enough
in the Federal civil service or in employ-
inent covered by old age survivors and
disability Insurance to qualify for bene-
fits under either retirement system. It
would also protect emyployees at the
State and local level who want social
security coverage but who are not now
able to obtain that coverage.

Full social securtty coverage, meshed
with the current Federal civil service re-
tirement system, would also help remedy
the inequities that have been caused by
the practice of "double-dipping." Under
this arrangement, people who have al-
ready earned full Federal civil service
pension rights, take part time or tem-
porary jobs in covered employment
merely to qualify for m1nnium social
security benefits.

Double-dipping clearly runs counter to
the intent of the social security system's
benefit structure. Since low-income peo-
ple have the greatest earnings-replace-
ment needs during retirement, the social
security system is structured to give the
low-income worker a greater benefit re-
turn on every dollar contributed than a
high income earner receives. Social secu-
rity beneficiaries, then, who receive bene-
fits based on contributions from low
wages, should be those workers who had
low earnings throughout lifetimes.

But many civil service retirees do not
characteristically have low earnings his-
tories, yet they receive social security
benefits intended for people who have
been poor throughout their working lives.

Fmally, universal coverage is needed
because it will enable the Department of
Health, Education, and Welfare to equit-
ably implement the standard of equal
treatment for men and women required
by the Supreme Court in Calif ano
against Goldfarb.

I regret that we cannot move toward
universal coverage at this thne, since we
lack the mechanisms to integrate the
Federal, State, and local pensions sys-
tems with OASDI. Hopefully, the study
required by the Fisher amendment wifi
give us those mechanisms.

Mr. W1RTH. Mr. Chairman, the Ways
and Means Committee's proposal to
finance the social securtty system (H.R.
9346) contains many provisions which
are headed in the wrong direction. I
urge my colleagues to take a close look at
this legslatlon.

In particular, I wish to express con-
cern for section 3 of the bifi which man-
dates universal coverage under the social
security systems. Proposals to bring
Federal, State, and local employees, and
those employed by nonprofit organiza-
tions, into the social securtty system are
ill-conceived and deserving of further
study.

The telephone calls, telegrams, and
letters that I have received from con-
cerned constituents on this Issue have
been unprecedented in volume and in-
tensity.. The main concern of these
people—Federal, State, and local em-
ployees not currently under the social
securtty system—is an uncertainty about
the effect congressional action mandat-
ing universal, coverage may have.
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It seems to me that before we vote to
incorporate all eniployees in the system
we should have a proposal outlining how
this would be accomplished, what payroll
taxes will be levied, and what benefits
public employees may expect. To give
tacit approval to the concept of univer-
sal coverage without a corresponding
plan—to show and share with our con-
stituents—is an unwise, unfair, and pre-
mature move.

The Ways and Means Committee sees
this proposal as a short-term, shot-in-
the-arm measure to boost the social
security trust fund reserves by adding
millions of 'yell-paid, younger workers
to the system. But ii the long-rim, when
the mfflions of Federal, State, and local
employees are ready to retire, who will
pay for this additional burden to the
social security system?

With a decliniig work force, fluctuat-
ing unemployment rates, and the con-
tinued addition of expanded benefit pro-
grams, the inclusion of many more work-
ers may be creating an even bigger prob-
lem for the system in the long run than
currently exists.

The current wording of this legisla-
tion provides for a joint study by HEW
and the Civil Service Commission to
provide plans for coverage of Federal
employees under social securtty and to
guarantee that no loss of benefits shall
accrue from this incorporation. But as
for the inclusion of State and local gov-
ernment employees into the system, the
committee bill has no proposal to fund
a similar study. The effect of including
all State and local government employ-
ees—who already subscribe to a wide
variety of retirement plans—is just not
known. Questions about how they would
be brought under social security, who
would pay for their coverage, and what
benefits they might expect, just have no
answers at this time.

The committee may have rejected the
use of general revenues in the social se-
curtty trust fund in times of high unem-
ployment but plans to incorporate all
public employees in the system would
have to include an employers' contribu-
tion. The employers' share will have to
be paid through general tax revenues
and it seems to me that transfer of Gen-
eral Treasury revenues to the social se-
curtty trust fund in this way ts a back
door approach. A study of State ard
local systems would demonstrate that
many State constitutional limitations
would prohibit State and local govern-
ments from reducing pension benefits to
their employees. One estimate of the i'-
ditional cost to my State alone of includ-
ing public employees under social se-
curity would amount to $120 million
annuallv This cost could not he bori
by the State and a study of State anvt
loCal options is a prerequisite to any
vote to include these employees under
social securtty.

In addition, the committee's action
seems to have blurred the distinction be-
tween an Insurance or minimum income
base program—social security—and a
prepaid retirement plan, such as offered
by the Federal civil service or State and
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local public employee retirement plans.
I think this Is a central Issue in any at-
tempts. to se long-range solutions. to
the social aicurity nancing dflmma. It
seems to me we must not blur the dis-
tinction between prepaid retirement
plans and an insurance program—social
sesurity. One olutlon, which the coin-
mittee has chosen not to explore, Is to
separate from the income maintenance
part of social security the medical and
welfare costs and to finance these pro-
uma from general revenue. This ap-
peoscb, favored by many, Including Mr.
B, the chairman of the Social Se-
nitty Subcommittee, should be given
asrious consideration as a solution to the
real problems that plague social security.

In summary, I believe there are simply
iso many maaswered question, abut
this section of the bill to support It and
1 urge my colleagues to support Mr. Fisu-
is's amendment to delete the universal
seierage provision and to replace It with
$ atidy of bow such coverage would be

Mr. ROONEY. Mr. Chairman, I rise In
support of HR. 9346, a bill designed to
restore the short-range and long-range
soundness of the social security system
and to make other Improvements In the

As you know, this bill would reverse
annual excesses of outgo over income in
the social security trust funds by gradual
increases In the taxable wage base and
the payroll tax rates and by reallocation
of Income among the trust funds. It Is my
understanding that this legislation would
provide a surplus of 0.09 percent of pay-
roll in the social security cash benefits
trust funds over the next 25 years in place
of projected deficits of 2.34 percent and
reduce the song-range (75-year) actu-
arial deficit from 8.2 percent of payroll
to 2.75 percent.

Mr. Chairman, as chairman of the Re-
tiresnent Income and Employment Sub-
committee of the Select COmmittee on
Aging, I have become Increasingly aware
of and deeply concerned with the ecu-
nosnic situation of our country's 23 nil
Bon senior citizens who are too often
faced with unbearable financial prob-
lems. No one ever welcomes a tax In-
crease. But .in view of the fact that in
1975, 20.4 m1ll1n of the total 22.4 millIon
persons age. 65 and over received social
security payments, It is Imperative that
the Congress take steps now to maintain
a solid financial foundation for the sys-
tern. Perhaps even more Important Is the
fact that in 1975, socIal security was vir-
tually the sole source of income for 1 out
of 4 elderly people in this country and
for 1 out of 12 older couples.—

Looking down the road, we know that
the American population is, on the aver-
age, growing older, living longer, and re-
tiring earlier. Clearly, the need to assure
the financial integrity of the social secu-
rity system cannot be overestimated.

One particularly desirable aspect of
this legislation is Its provision to liber-
alize the outside earnings limitation on
social security recipients. Currently, the
mnimum annual wage that a beneficiary
age 65 to 72 may earn without losing any
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benefits Is $3,000. The bill raises this out-
side earnings ceiling to $4,000 In 1978 and
*4,500 In. 197& After 1979 the ceiling will
Increase In line with the rise in annual
earnings, os. under present law. The out-
side earnings ceiling In present law,
which is to rise to $3,240 In 1978, will
continue to apply to beneficiaries under
age 65.

I have cosponsored other legislation to
completely remove this limitation be-
cause I believe It Is grossly unfair to

those older Americans who wish
to work and,, In many cases, need to work
In eider to survive, when there is no
limit on the amount of unearned income
an individual may collect and still receive
social security benefits. At least H.R.
9346 recognIzes this Issue and takes one
small step In the right direction.

Mr. Chairman, I do not believe that
this bill Is a, perfect piece of legislation.
But It addresses an extremely Important
and complex problem which touches the
lives of almost every family in this na-
tion. In one form or another. The bill was
the subject of extensive deliberations by
the Committee on Ways and Means and
offers a basically sound solution to the
short-range and long-range problems of
the social security system. Therefore, I
support HR. 9346 and urge its passage.

Mr. APPLEGATE. Mr. Chairman, to-
day we are debating an issue which is
very significant to millions of Americans.
Once again, for whatever reason, we fInd
ourselves reacting to a problem instead
of acting in time to prevent that prob-
lem.

I need not further Inform my col-
leagues in the House as to the financial
crisis faced by the social security system
and the dismal prospects of the future if
some sort of remedial action is not taken
now. Surely, all of our omces have been
Inundated with this type of literature.

Since Its Inception, the social security
system has proven its worth. It has
helped the needy in many ways and has
provided the added assistance that
means the difference In many cases of
living or just surviving.

However, over the years, social security
has grown to the point where it is more
than just a supplemental retirement in-
come. It provides many other types of
benefits to people of all ages. At the same
time, the American people have also
changed. We are living longer, retiring
earlier, and less have been working over
the past several years, as is reflected in
the unemployment rates. All of these
changes, both in the people and the social
security system, add up to one thing;
there Is more money going out than Is
coming in, and that, Mr. Chairman, is
the crux of the problem.

H.R. 9346 is a possible remedy to thIs
financial problem. As this body knows, it
is the aim of this bill to make the social
security system actively sound through a
number of ways. It calls for Increases to
both employer and employee in both the
rate of contribution and wage base on
which the contribution is computed. It
also permits borrowing from the general
revenue fund when the unemployment
increases substantially. I am in favor of
these provisions and would oppose any
attempt to eliminate them.
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However, there is one provision in the

bill as written that would place all of the
Federal, State,. and local government em-
ployees, plus those of all nonprofit orga-
nizations under the system by 1982.
These people's pension systems are being
jeopardized because of this section of the
bill. While I agree that measures should
be taken to Insure the financial stability
of the social security system, I do not be-
lieve this should be achieved at the ex-
pense of these people.

While the bill might state that this
program will he Implemented In such a
manner that will. Insure absolutely no
financial loss to the affected individuals,
It does not provide the procedure which
will be used. It calls for a study to be
conducted and to be completed by Janu-
ary 1, 1980, that will determine the
guidelines for this new program. This Is
nothing more than "putting the cart be-
fore the horse."

I believe a better bill could be had if
the so-called Fisher amendment is ac-
cepted and made part of the bill. As you
know, Mr. Chairman, this amendment
would exempt Government employees on
all levels and those of nonprofit orga-
nizations from the bill' until a definite
study can be made to determine the
method of Implementation of the pro-
gram. This is a sound and fair proposal
and one which I Intend to fully support.

I would urge all my colleagues to vote
for the Fisher amendment and, in turn,
for final passage only If this particular
amendment is accepted. If it is not ac-
cepted, Mr. Chairman, H.R. 9346 should
be resoundingly defeated.

Mr. PICKLE. Mr. Chairman, I sup-
ported the rule which the House Rules
Committee granted the Ways and Means
'Committee on this vitally needed social
security financing bill.

Perhaps second only to energy In Its
Importance to the American people is
the Issue of adequate iunding for our
social security system.

This rule permits an up or down vote
on the most crucial issues facing our so-
cial security system today. I really fear
that if the House rejects this rule, we
may not pass any legislation this session
of Congress. We simply cannot do this.
Although I may differ with my colleagues
On some amendments and may not be
able to support the kind of bill which
might be passed today, I feel we must
approve the rule.

More than 100 million Americans are
directly affected by social security and
we must act now to remove that shadow
of doubt which has arisen over the last
couple of years that the system is going
down the tube.

There are difficulties and inequities in
the program now and I do not think that
my fellow members of Ways and Means
pretend that this legislation will remove
these problems overnight. But It is a
good first step. I say this with some
reservations, because I will be offering an
amendment which I feel improves the
bill.

My amendment would assure that so-
cial security retains Its basic character-
istics as an insurance system. I would
do this by striking the section providing
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the authority to pump funds or appro-
priate funds from the general treasury
in the social security system, under cer-
thin conditions.

Although we do differ on this partic-
ular provision, I do want to laud the
work of Chairman AL ULLMAN and Sub-
committee Chairman JAMES BusxE, and
also that of my other colleagues on the
Social Security Subcommittee. The time
has come when the Congress must act—
and that time is now.

Mr. PEPPER. Mr. Chairman, each
month 3 million persons receive benefit
checks totaling over $6.5 billion drawn
on social security trust funds. Of the 33
million, over three-quarters are age 60
or over and iore than one-third are over
72 years of age. These persons need to be
assured that their benefits are, guaran-
teed for years to come.

I am very pleased with the promptness
with which the chairman of the Social
Security Subcomi:iittee, Mr. Buax, and
the chairman of the Ways nd Means
Committee, Mr. ULLMAN, acted to get
legislation before us that will )rovide
this guarantee and I commend them for
their efforts.

In my testimony before the Social Se-
curity Subcommittee, I strongly sup-
ported the provision in President Car-
ter's proposal to use general revenues
on at least a limited basis. I am sorry
that the bill before us does not have this
provision in It. The bill does have a
"safety valve" provision, however, that
would allow the old age and survivors
Insurance (OASI) and disability insur-
ance (DI) trust funds to borrow from
Federal general revenues whenever the
assets of the trust funds drop below 25
percent of annual outgo.

While this provision is, in my opinion,
inferior to that proposed by the Presi-
dent, I believe it must be included in this
bill to provide the needed guarantee to
social security beneficiaries, both pres-
ent and future, that th. funds are secure
and will be there when needed. I am told
that a survey of workers indicated that
80 percent did not believe social security
benefits would be there when they re-
tired. We must take steps to dispel this
belief. In my view, this "safety valve"
loan provision Is such a step and efforts
to eliminate It as suggested by the
amendment to be e'!ered ) the gentle-
man from Texas (Mr. Plczx.E) must be
rejected,

Overall, this legislation has a number
of provisions that I suggested in my tes-
timony before the subcommittee and
that I support strongly.

The "decoupling issue" is addressed in
a way that will greatly reduce the pro-
jected long-range deficit in the trust
funds and at the same time provide a
wage-indexed formula which allows re-
tirees to share In productivity increases
In the economy over their working years.

The bill provides for an increase in
the level of outside earnings of the retire-
ment test for those between 65 and 72
and eliminates the monthly measure In
favor of an annual one. While I am
happy to see some liberalization of this
limitation, I wish that wo could eliminate
the earnings test entirely.

I am extremely happy to see that the
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bill would correct a major Injustice In
the program by increasing the special
minimum benefit for long term, low-
paid workers and Including It In future
cost-of-living Increases. For some rea-
son this special minimum added in 1972
was about the only benefit not subject
to the cost-of-living provisions and has
suffered severe erosion as a result of
high Inflation over the past few years.

This legislation contains another im-
portant provision I have long advocated:
it would eliminate the present practice
of paying reduced benefits to a surviving
spouse who chooses to remarry. These
individuals wifi now receive the full 100
percent of social security benefits that
they are entitled to from earlier
marriages.

I am very pleased to note that the
bill would increase the present 1 percent
credit for delayed receipt of benefits
beyond age 65 to 3 percent. This almost
sleeper provision in the 1972 amend-
ments has not been overly utilized. It

•does contain the potential, however, for
helping to alleviate some of the financial
problems of,the trust funds by encourag-
ing and rewarding persons who are will-
ing and able to continue working to do
so. I believe this approach of allowing
greater options to people is Infinitely
superior to any attempt to force people
to stay in the work force as the Repub-
lican substitute would do by increasing
the age of eligibility from 65 to 68.

There is an aspect of the bill, how-
ever, that I have questions about;
namely, the universal coverage provision.
I am particularly concerned that we
would require the coverage of Federal,
State and local government employees
without considering how the present re-
tirement plans of these groups would be
coordinated with the social security sys-
tem. I would hope that we would come up
with a plan or proposal of alternatives
and consequences before we mandate
universal coverage, and thus, I support
the Fisher amendment.

I know that a number of amendments
may be offered on this bill, some of
which cause me great concern. In par-
ticular, the Republican substitute must
be defeated. While this substitute does
contain an appealing provision—elimi-
nation of the earnings test—it also con-
tains a very undesirable one—increases
in the age of eligibility for full social
security benefits from 65 to 68. Such a
move would constitute a cruel breach
of faith with the middle-aged and older
workers of this country who have paid
into social security for decades on the
assumption that at age 65 they woud be
entitled to full benefits. In addition, such
a proposal would be most detrimental to
blacks, American Indians and other mi-
norities whose life span is less than
whites. For these reasons, I urge the de-
feat of this substitute.

In conclusion, I am happy to see that
we are taking steps to insure the finan-
cial integrity of the social security sys-
tem and to assure future beneficiaries
that their benefits wifi be paid. To
achieve this end, it is essential that we
retain the borrowing authority in the
present bill.

Mr. ANNUNZIO. Mr. Chairman, in
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considering HR. 9346,1 find myself much
In the position of a hostage in a hijack-
ing in that I am forced to go along with
the legislation solely because I have no
alternative coure of action.

Millions of Americans depend upon so-
cial security payments for their day-to-
day existence. A vast majority of these
people have no other sources of income.
Millions of more Americans who are still
In the work force are counting on social
security payments when they are no
longer able to work.

Given this stark, basic reality, it is
necessary for me to support HR. 9346.

In recent years the social security sys-
tem has found itself in a deficit posi-
tion—that is, it has paid out more in
benefits than it has taken in in the form
of payroll taxes. If these deficits are al-
lowed to continue, it is only a matter of
time before the entire system is bank-
rupt and the United States would be
faced with its greatest social crisis.

To eliminate that possibility, HR. 9346
advocates increasing the social security
tax so that more money will be available
for payments. Given a choice, I could not
support such a concept for the American
people are already overtaxed, and the all
too easy solution to every problem that
exists in this country is to raise taxes.

What assurances do we have that by
raising taxes the deficits in the social
security system will be eliminated? What
assurances do we have that once the so-
cial security tax barrier is broken that we
won't be asked again and again to add
new taxes?

The taxpayers are not the ones who
are responsible for the social security
problems, but it is the taxpayers who
must pay the penalty. I suggest that it
does not have to be that way. I was an
early sponsor of legislation that would
change the method of collecting social
security taxes from the present form to
a formula under which the tax would be
shared on an equal basis between, the
employee, the employer, and the general
revenue fund of the U.S. Treasury. This
is the so-called one-third/one-third/one-
third formula. Not only would this legis-
lation reduce the tax impact on both
employers and employees, but it has been
estimated that enactment of this legis-
lation would create up to 2 million new
jobs which would result in,increased in-
come tax revenues to the Treasury of
more than $30 billion per year.

The job-creating aspect of my legisla-
tion is extremely important because the
social security tax has long been a rea-
son why many employers do not increase
their work force since they do not want
to pay the increased tax. If that feeling is
held under the current social security tax
laws, you can imagine the reluctance that
businessmen will have to hire additional
employees when tax liability becomes
even greater as it will under the legisla-
tion before us today.

I am deeply concerned that the dis-
tinguished Ways and Means Committee
has not brought forward the one-third/
one-third/one-third legislation for ac-
tion by the House, particularly since the
bill has been cosponsored by more than
140 Members of the House.

But the gun is at our heads today. The
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social security system Is In such a sham-
bles that without an Immediate tax In-
crease, the widow who depends upon a
small social security check each month
to buy groceries and pay the rent might
well find herself homeless and without
food. Senior citizens, barely able to make
ends meet on social security, would find
themselves reduced to beggars standing
on the street corner asking for handouts.
And so It Is, Mr. Chairman, with such
unpleasant thoughts on my mind that I
find myself forced to vote for this legis-
Jatimi. I am deeply concerned that we
are not given an alternative and that we
have resorted to the all too traditional
method of solving problems by raising
taxes. In the end, however, we do not
solve problems, we merely buy time and
It Is an awfully expensive way to buy
that time.

Let us not compound this mistake. Be-
lore another Increase In social security
taxes goes into effect, let us give serious
consideration to my suggestion for solv-
ing the social security deficit problem.
lit us take the burden off the taxpayer.
My only wish Is that we were not facing
a loaded gun today and we could provide
an alternative position.

Mr. UI.LMAN. Mr. Chairman, this has
been a good, responsible debate on a
very Important piece of legislation. We
are going to have a number of amend-
ments to consider.

Let me say that the gentleman from
Texas (Mr. PICKLE) Is going to offer one
amendment that he made an argumept
for just a minute ago that I very strongly
oppose. If we are going to allow this
fund to get down below 30 percent, it
seems to me there Is no way we can do
that unless we provide a standby loan
authority. Bear in mind, we have a tax
structure that will not allow that au-
thority to be triggered under any normal
circumstances. But there are millions of
Americans out there who need that as-
surance. It is a borrowing authority with
.a mandatory payback. It Is responsible. fl
Is not general revenue. It allows us to
allow the trust fund to go a little lower.
If we have that borrowing authority,
there Is no reason to have as large a
trust fund as a burden on the economy.
So It makes eminent sense that we do
that. This Is the way that we avoid going
to general revenues. So I urge the Mem-
bers to oppose that amendment—as a
matter of fact, to oppose all amend-
ments.

The one amendment, of course, that I
think will probably carry Is the amend-
ment of the gentleman from Virginia on
eliminating universal coverage, but I
want to say that if that carries—and I
anticipate It will—that does not mean
that we have given up on covering Fed-
eral employees and other public and
nonprofit employees. It just means that
we are going to have a study. It means
that we are going to decide how to do It
before we do it just 3 or 4 years down the
road.

Mr. Chairman, I urge support of this
bill. I would hate to go home, having
failed to clean up the social security sys-
tem. This bill does It—not In a hodge-
podge or patchwork way, but in a good
long-range responsible fashion, and I
urge my colleagues to support it.
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The CHAIRMAN, All time has expired.
Pursuant to the rule, the committee

amendment In the nature of a substitute
recommended by the Committee on Ways
and Means now printed in the reported
bill will be considered as an original bill
for the purpose of amendment, and said
substitute shall be considered as having
been read ror amendment.

No amendments to the bill or to the
committee amendment In the nature of
a substitute shall be in order except
amendments to the committee amend-
ment In the nature of a substitute as
specified In House Resolution 839, but
amendments made in order shall not be
subject to amendment except as specified
in the above-mentioned resolution, shall
not be subject to a division of the ques-
tion, and shall only be considered in the
order specified In the above-mentioned
resolution. Debate under the 5-minute
rule on each amendment to the commit-
tee amendment In the nature of a sub-
stitute made in order shall continue not
to eyceed 30 minutes, to be equally di-
vided and controlled by the proponent
of the amendment and the chairman of
the Committee on Ways and Means or
his designee.

The committee amendment in the
nature of a substitute reads as follows:

Be it enacted by the Senate and House
oj Representatives 0/ the United States p/
America in Congress assembled, mat this
Act, with the following table of contents,
may be cited as the "Social Security Financ-
4mg Amendments of ierr.
• TABLE OP CONTENTS
TITLE I—PROVISION8 TO IMPROVE THE

FINANCING OP THE OW-AGE, SUE-
VIVORS. AND DISABILITY INSURANCE
PROGRAM

Sec. 101. Adjustments in tax rates.
Sec. 102. Allocations to disability insurance
• trust fund.
Sec. 103. Increases In earnings base.
Sec. 104. Standby guarantee of trust fund

levels.
Sec. 105. Effective date.
TYI'LE Il—STABILIZATION OF RZPLACE-

MENT RATES IN THE OLD-AGE, SUR-
VIVORS, AND DISABILITY INSURANCE
PROGRAM

Sec. 201. Computation of primary Insurance
amount.

Sec. 202. MaxImum benefits.
Sec. 203. increase in old-age benefit amounts

for delayed retirement.
Sec. 204. Conforming amendments.
Sec. 205. Effective date.
TITLE 111—COVERAGE UNDER THE OLD-

AGE, 8VRV1VOR8, AND DISABILITY
INSURANCE PROGRAM

Sec. 301. Coverage of Federal employees.
Sec. 302. Coverage of State and local em-

ployees.
Sec. 303. Coverage of employees of nonprofit

organizations.
Sec. 804. CreditIng of certain Federal, State,

and local service, and certain
service for nonprofit organiza-
tions. performed prior to the
effective date of coverage.

Sec. 305. Exclusion from coverage of certain
limited partnership income.

Sec. 306. Tax on employers of individuals
who receive income from tips.

Sec. 307. RevocatIon of exemption from coy-
erage by clergymen.

Sec. 308. International agreements with re-
spect to social security benefits.

Sec. 309. Validation of past social security
coverage for certain Illinois
colicemen and firemen.
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Sec. 310. Coverage for policemen and fire-

men In Miasbeippi.
Sec. 811. Coverage under divided retirement

system for State end local em-
ployees in New Jersey.

Sec. 312. Coverage of service under Wiscon-
sin retirement system.

Sec. 313. Conforming amendments.
TITLE IV—M.IMINATION OF GENDER-

BASED DISTINCTIONS UNDER THE OLD-
AGE, 8URVIVORS, AND DISABILITY
INSURANCE PROGRAM

PART A—EQVALIZATION OF TREATMENT OF MEN
AND WOMEN UNOm THE PROGRAM

Sec. 401. DIvorced husbands.
Sec. 402. Remarriage of surviving spouse be-

fore age 60.
Sec. 403. IllegitImate children.
Sec. 404. TWansttional Insured status.
Sec. 405. EqualIzation of benefits under sec-

ison 228.
Sec. 406. ftthe"s insurance benefit..
Sec. 407. Effect of marriage on childhood

disability beneficiary.
Sec. 408. SZect of marriage on other de-

pendente' or dependent survlv-
ore' benefits.

Sec. 409. Treatment of self-employment
Income In community property
Btstas.

Sec. 410. Credit for certain military service.
Sec. 411. ConformIng amendments.
Sec. 412. ect1ve date.
PART B—vscv or MA*uac, REMARRIAGE,

Aijo Dsvoscr ON BZNUw KLIGIRILIrr
Sec. 415. mimlnation of marriage or re-

marriage as factor terminating
or reducing benefits.

Sec. 416. DuratIon-of-marriage requirement
for divorced spouses and surviv-
ing divorced spouses.

Sec. 417. EffectIve date.
PART C—STmy

Sec. 421. Study of proposals tc eliminate
dependency and sex discrimi-
nation under the social security
program.

TITLE V—CHANGES IN EARNINGS TEST
UNDER THE OLD-AGE, SURVIVORS, AND
DiSABILITY INSURANCE PROGRAM

Sec. 501. LIberalization of earnings test for
individuals age 65 and over.

Sec. 502. ElImination of monthly earnings
test.

Sec. 503. LIberalization of test for deter-
mining deductions on account
of nonoovered work outside the
United States.

TITLE VI—COMBINED SOCIAL SECURITY
AND INCOME TAX ANNUAL REPORTING

PART A—Aeexrenaasqrs To TIThE II or THE
SOCIAL Swvarry Acr

Sec. 601. Annual crediting of quarters of
coverage.

Sec. 602. Adjustment In amount required
for a quarter of coverage.

Sec. 603. Technical and conforming amend-
ments.

PART B—AMEseoszEsrra TO THE INTRRNAL
ReVENUE CODE OF 1954

Sec. 611. Deduction of tax from wages.
Sec. 612. Technical and conforming amend-

ments.
PART C—CONFORMING AMENDMENT TO THL

Rauaoao RrIIREMENT Ac-r or 1974
Sec. 621. Computation of employee annui-

ties.
TITLE VU—MISCELLANEOUS PROVISIONS
Sec. 701. Actuarial reduction of benefit In-

creases to be applied as of time
of original entitlement.

Sec. 702. ElimInation of certain optional
payment procedures under the
old-age, survivors. and dis-
ability insurance program.
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Sec. 703. Early mailing of benefit checks
wher regularly seheduled de-
livery day fells on Saturday,
Sunday, or legal holiday.

Sec. 704. Definition.
'ITrLE I—PROVISIONS TO UI&PROVE THE

FINAIiCING OF THE OLD-AGE, SURVI-
VORS, AND DI BUITI' DSURAXCE
PROGRAM

AVSTJSZZ(TS US TAX UTf
SEC. 101. (a)(1) Section 3101 (a) of the In-

ternal Revenue Code of 1954 (relatIng to rate
of tax on employees for purposes of old-age,
survivors, and disability Insurance) Is
mndAd by striking out paragraphs (1.) and

(2) said Inserting In lieu thereof the follow-

"(1) with respect to wages received daY-
lug the calendar years 1974 thrOugh 1977,
the rate shall be 4.95 percent;

"(2) with respect to wages received during
the calendar years 1978 through 1980, the
rate shall be 5.05 percent;

(3) with respect to wages received dur-
lug the calendar years 1981 through 1984, the
rate shall be 5.15 percent;

(4) with, respect to wages received during
the calendar years 1985 through 1989, the
rate shall be 5,45 percent; and

"(6) with respect to wages received afteT
December 31, 1989, the rate shall be 6.00 per-
cent.".

(2) Section 3131(a) of such Code (relating
to rate of tax on employers for purposes of
old-age, survivors, and disability insurance)
Is amended by striking out paragraphs (1)
and (2) and Inserting in lieu thereof the
following:

"(I) with respect to wages paid during
the calendar years 1974 through 1977, the
rate shall be 4.95 percent;

(2) with respect to wages paid during
the calendar years 1978 through 1980, the
rate shall be 5.05 percent;

(3) wIth respect to wages paid during the
calendar years 1981 through 1984, the rate
shall be 5.15 percent;

"(4) wIth respect to wages received dur-
ing the calendar years 1985 through 1989, the
rate shall be 6.4* percent; and

"(5) wIth respect to wages paid alter
December 31, 1989, the rate shall be 6.00 per-
cent.".

(3) Section 1401(a) of such Code (relating
to rate of tax on self-employment income for
purposes of old-age, survivors, and disability
Insurance) Is amended by striking out "a
tax" and all that follows and Inserting in
lieu thereof the following: "a tax as follows:

"(1) In the case of any taxable year be-
ginning before January 1, 1978, the tax shall
be equal to 7.0 percent of the amount of the
self-employment Income for such taxable
year:

(2) in the case of any taxable year begin-
ning alter December 31. 1977, and before
January 1, 1981, the tax shall be equal to
7.10 percent of the amount of the self-
employment income for such taxable year;

"(3) in the case of any taxable year be-
ginning after December 31, 1980, and before
January 1, 1885. the tax shall be equal to
7.70 percent of the amount of the self-em-
ployment income for such taxable year;

t4) In the case of any taxable year be-
ginning after December 31, 1984, and before
January 1, 1990, the tax shall be equal to
8.20 percent of the amount of the sell-
employment Income for such taxable year;
and

'&i in the case of any taxable ycar begin-
ning after December 31, 1989, the tax shah
be equal to 8.00 percent of the amount of
the self-employment income for 5uch tax-
abe year".
(b) (1) SectIon 3101(b) of such Code ,re,at-
lng to rate of tax on employees for purposes
dZ hospital Insurance) is amended by strik-
ing out paragraphs (I) through (4) and in-
serting In lieu thereof the following:
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(1) wIth respect to wages receIved during
the calendar yesis 1974 through 1977, the
rate shall be 0.90 percent

(2) with respect to wages received during
the calendar years 1978 through 1980, the
rate shall be 1.00 percent;

(3) with respect to wages receIved during
the calendar years 1981 through 1986, the
rate shall be 1.90 percent; and

(4) wIth respect to wages received after
December 31, 1986, the rate shall be 1.45
percent.".

(2) Section 3111(b) of each Code (relating
to rate of tax on employers for purposes of
hospital Insurance) Is amended by striking
out paragraphs (I) through (4) and insert-
ing in lieu thereof the following:

(1) with respect to wages paid during the
calendar years 1974 through 1917. the rate
shall be 0.90 percent;

(2) with respect to wages paid during the
calendar years 1978 through 1980, the rate
shall be 1.00 percent;

(3) with respect to wages paid during the
calendar years 1981 through 1985, the rate
shall be 1:30 percent; and

"(4) with respect to wages paid after De-
cember 31, 1985, the rate shall be 1.45 per-
cent.".

(3) Section 1401(b) of such Code (relat-
ing to teE on sell-employment income for
purposes of hospital Insurance) Is amended
by striking Out paragraphs (1) through (4)
and Inserting In lieu thereof the following:

"(1) In the case of any taxable year begin-
ning alter December 31, 1973. and before
January 1, 1978, the tax shall be equal to
0.90 percent of the amount of the self-em-
ployment income for such taxable year;

(2) in the case of any taxable year begin-
ning after December 31 1977, and before Jan-
-uary 1, 1981, the tax Lhall be equal to 1.00
percent of the amount of the self-employ-
ment Income for such taxable year;

"(3) In the case of any taxable year be-
ginning after December 31, 1980, and before
January 1. 1988. the tax shall be equal to
1.30 percent of the amount of the self -em-
ployment income for such taxable year; and

"(4) in the case of any taxable year be-
ginning alter December 31, 1985, the tax
shall be equal to 1.45 percent of the amount
of the self-employment Income for such
taxable year.".
ALLOCATIONS TO DIsABILITY IN5URANCE TRUST

SEc. 102. (a)(1) Section 201(b) (1) of the
Social SecurIty Act Is amended by striking
out clauses (0) through (J) and inserting In
lieu thereof the following: "(0) 1.55 per
centum of the wages (as so defined) paid
after December 31, 1977, and before Janu-
ary 1, 1979, and so reported, (H) 1.50 per
centum of the wages (as so defined) paid
after December 31, 1978, and before Janu-
ary 1, 1981, and so reported, (1) 1.60 per
centum of the wages (as so defined) paid
alter December 31, 1980, and before Janu-
ary 1, 1985. and so reported, (J) 1.80 per
centurn of the wages (as so defiped) paid
after December 31, 3984, and before Janu-
ary 1, 1990, and so reported, and (K) 2.20
per centum of the wages (as so defined)
paid alter December 31. 1989, and so re-
ported,".

t2) Section 2Oflb)2) of such Act Is

amended by strikIng out clauses (0) through
J) and inserting In lieu thereof the follow-

ing: "(0) 1.090 per centum of the amount
of self-employment Income (as so defined)
so reported for any taxable year beginning
after December 31. 1977, and before Janu-
ary 1, 1979, H1 1.055 per centum of the
amount of self-employment Income (as so
defined) so reported for any taxable year be-
ginning after December 31, 1978, and before
January 1, 1981. (1) 1.200 per centum of the
amount of self-employment Income as so de-
fined) so reported for any taxable year be-
ginning after December 31, 1980, and before
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January 1, 1985, (J) 1.350 per centum of the
amount of sell-employment income (as so
dedned) so reported for any taxable year be-
ginning after December 31, 1984, and before
January 1, 1990, and (K) 1.650 per centumn
of the amount of self-employment Income
(as so defined) so reported for any taxable
year beginning after December 31, 1888,".
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Sxc. 103. (a) (1) SectIon 230(a) of the

Social Security Act Is amended by Inserting

"or (c)" alter 'determined under subsection
(b)".

(2) Section 230(b) of such Act Is amended
by striking out "shall be" in the matter
preceding paragraph (1) and InsertIng in lieu

thereof "shall (subject to subsection (c))
be".

(b) Section 230(c) of such Act Is
amended—

(1) by Inserting "(1)" immediately before
"the 'contribution and benefit base' "; and

(2) by striking out "section." and Insert-
ing in lieu thereof the following:
"section, -and (2) the 'contribution and bene-
fit base' with respect to remuneration paid
(and taxable years beginning)—

"(A) in 1978511511 be $19,900,
"(B) in 1979 shall be $22,900,

"(C) In 1980 shall be $25,900, and
"(D) in 1981 shall be $27,900.

For purposes of determining under subsec-
tion (b) the 'contribution and benefit base'
with respect to remuneration paid (and
taxable years beginning) in 1982 and sub-
sequent years, the dollar amounts specified
In clause (2) of the preceding sentence shall
be considered to have resulted from the ap-
plication of such subsection (b) and to be
the amount determined (with respect to the
years involved) under that subsection. For
purposes of determining employer tax liabil-
ity under section 3221(a) of the Internal
Revenue Code of 1954 and for purposes of
computing average monthly compensation
under sectIon 3(j) of the Railroad Retire-
ment Act of 1974., except with respect to an-
nuity amounts determined wider section 3
(a) or 3(f)(3) of such Act, clause (2) and
the preceding sentence of this subsection
shall be d)sregarded.".

(c) (1) Section 230 of Such Act Is further
amended by adding at the end thereof the
following new subsection:

"(d) Notwithstanding any other provision
01' law, the contribution and benefit base
determined wider this section for any calen-
dar year after 1976 for purposes of section
4022(b) (3 (B) of Public Law 83—406, wIth
respect to any plan. shall be the contribution
ftnd benefit base that would have been de-
termined for such year 1.1 this section as In
effect ImmedIately prior to the enactment of
the Social Security FInancIng Amendments
or 1977 had remained In effect without
change.".

(2) The amendment made by paragraph
(1) shall apply with respect to plan termina-
tions occurring after the date of the enact-
ment of this Act.

(d)(l) The second sentence of section 215
(l)(2)(D)(v) of such Act Is amended by
strIking out "Is equal to one-twelfth of the
new contributIon and benefit base" and In-
serting in lieu thereof "Is equal to, or exceeds
by less than 15, one-twelfth of the new con-
tribution and benefit base".

(2) The third sentence of sectiOn 215(1)
2)(D}(v) of such Act Is amended by Strik-

ing out. all that follows "clause (lv)" and
InsertIng In lieu thereof "plus 20 percent of
the exceta of the second figure In the last
line of column UI as extended under the pre-
ceding sentence over such Second figure for
the calendar year in which the table of bene-
fits Is revised.".
5TAND5Y GUARANTEE OF TRSJ5T FUND LEVELS

SEC. 104. (a) SectIon 201 of the Social
Security Act Is amended by adding at the
end thereof the following new subsection:
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•'(j).(1) If at the close of any calendar year

after 1977 the balance remaining in the Fed-
eral Old-Age and Survivors Insurance Trust
Fund or the Federal Disability Insurance
Trust Fund (as determined by the Secretary
of the Treasury in the following February)
Is less than 25 percent'of the total amount of
the expenditures made from such fund under
this title during the calendar year. there Is
hereby appropriated to the Secretary of the
Treasury for loans to such fund, out of any
moneys in the Treasury not otherwise appro-
priated, as of the following July 1, an amount
equal to the difference between (A) such bal-
ance. and (B) 27'/ percent of the total
amount of such expenditures.

"(2) If at the close of any calendar year
succeeding a calendar year with respect to
which an appropriation for loans to ei*er
trust fund is made under paragraph (1)—

(A) the balance remaining in that fund
(as determined by the Secretary of the
Treasury In the following February) 15 less
than 35 percent of. the total amount of the
expenditures made from such fund under
this title during such succeeding calendar
year (whether or not an appropriation for
loans to such fund is made under paragraph
(1) with respect to such succeeding year).
and

"(B) the outstanding balance of all loans
(including accumulated interest) which
were made to such fund under paragraph (1)
with respect to calendar years before such
succeeding year (and which have not been
repaid to the Treasury under paragraph (3))
is $2.000.000.000 or more.
the taxes Imposed by sections 1401(a). 3101
(a). and 3111(a) of the Internal Revenue
Code of 1954 with respect to wages received
or paid (and taxable years beginning) in the
second calendar year after such succeeding
year shall be increased as provided In sec-
tion 3125 of such Code.

(3) Any amount appropriated for loans
to either trust fund with respecl to any calen-
dy year under paragraph (1) shall be repaid.
with interest, by transfer from such fund to
the general fund of the Treasury. A repay-
ment of such amount shall be made on July 1
next succeeding any subsequent calendar year
at the close of which (as determined by the

- Secretary of the Treasury in the following
February) the balance remaining in such
fund exceeds 30 percent of the total amoun3
of the expenditures made from such fund un-
der this title during that calendar year. and
any such repayment shall be in an amount
equal to the difference between (A) such
balance. and (B) 30 percent of the total
amount of such expenditures. Interest on any
such loan shall be at a rate as determined by
the Secretary of the Treasury, equal to the
average market yield on the outstanding
maFketable obligations of the United States
of comparable maturities at the time the loan
was made.".

(b) (1) (A) Section 1401(a) of'the Internal
Revenue Code of 1954 (as amended by sec-
tion 101(a) (3) of this Act) is amended by
Inserting "(subject to section 3125)" after
"a tax" in the matter preceding paragraph
(1).

(B) Sections 3101(a) and 3111(a) of such
Code (as amended by section 101(a) (1) and
(2) of this Act) are each amended by insert-
ing "(subject to section 3125)" after "equal
to the following percentages" In the matter
preceding paragraph (1).

(2) (A) Chapter 21 of such Code (the Fed-
eral Insurance Contributions Act) is further
amended by redesignating sections 3125 and
3126 as sections 3126 and 3127, respectively,
and by inserting aftr section 3124 the fol-
lowing new section:
"Sec. 3125. Increase in tax rates to assure re-

payment of loans made to trust
funds.

"Whenever an appropriation has been made
under section 201(j)(1) of the Social Secu-
rity Act for loans to the Federal Old-Age and
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• Survivors Insurance Trust Fund or the Fed-
•ral Disability Insurance Trust Fund, and
section 201(j) (2) of such Act applies with
respect to a succeeding calendar year. each
of the rates of tax which would otherwise be
effective under sections 3101(a) and 8111(a)
with respect to wages received or paid in the
second calendar year after such succeeding
year shall be Increased by 0.10 percent, and
the rate or rates of tax which would other-
wise be effective under section 1401(a) with
respect to taxable years beginning in the
second year after such succeeding year shall
be increased by 0.15 percent.".

(B) The table of sections for subchapter
C of chapter 21 of 8uch Code is amerded
by striking out the last two Items and insert-
ing in lieu thereof the following:
"Sec. 3125. Increase in tax rates to assure

repayment of loans made to
trust funds.

"Sec. 3126. Returns in the case of govern-
mental employees in Guam.
American Samoa. and the Dis-
trict of Columbia.

"Sec. 3127. Short title.".
IPFECTIYE DATE

Sxc. 105. The amendments made by Sec-
tions 101, 102. and 103 shall apply with re-
spect to remuneration paid or received, and
taxable years beginning, after 1977. The
amendments made by section 104 shall ap-
ply with respect to calendar years after 1977.
TITLE IT—STABILIZATION OF' REPLACE-

?OlNT RATES TN TRE OLD-AGE, SUR-
VIVORS, AND DISABILITY INSURANCE
PROGRAM

COMPVuATION OP PRIMARY INSURANcE Aseouzq'r

Sxc, 201. (a) Section 251(a) of the Social
Security Act is amended to read as follows:

V(a) (1) (A) The primary insurance amount
of an individual shall (except as otherwise
provided in this section) be equal to the
sum of—

(i) 90 percent of the individual's average
indexed monthly earnings (determined un-
der subsection (b)) to the extent that such
earnings do not exceed the amount estab-
lished for purposes of this clause by sub-
paragraph (B).

"(ii) 32 percent of the individual's average
indexed monthly earnings to the extent that
such earnings exceed the amount established
for purposes of clause (i) but do not exceed
the amount established for purposes of this
clause by subparagraph (B). and

(ill) 15 percent of the individual's aver-
age indexed monthly earnings to the extent
that such earnings exceed the amount estab-
lished for purposes of cla'use (ii),
rounded in accordance with subsection (g).
and thereafter increased as provided in sub-
section (i).

"(B) (i) For individuals who initially be-
come eligible for old-age or disability in-
surance benefits or die in the calendar year
.1979. the amounts established for purposes
of clauses (i) and (ii) of subparagraph (A)
shall be $180 and $1,085. respectively.

(ii) For individuals who initially become
eligible for old-age or disability Insurance
benefits or die in any calendar year after
1979, each of the amounts so established shall
equal the product of the corresponding
amount established with respect to the ca'-
endar year 1979 under clause (i) of this
subparagraph and the quotient Obtained by
dividing—

"(I) the average of the total wages (as de-
fined In regulations of the Secretary and
computed without regard to the limitations
specified in section 209(a)) reported to the
Secretary of the Treasury or his delegate for
the second .calendar year preceding the cal-
endar year for which the determination is
made, by

"(II) the average of the total wages (as so
defined and computed) reported to the Sec-
retary of the Treasury or his delegate for the
calendar year 1977.

"(Si) Each amount established under
clause (ii) fof any calendar year shall be

October 26, 1977
rounded to the nearest $1. except that any
amount so established which is a multiple
of $0.50 but not of $1 shall be rounded to the
next higher $1.

"(C) (i) No primary Insurance amount
computed under subparagraph (A) may be
less than—

"(I) the dollar amount set forth on the
first line of column IV in the table of bene-
fits contained in (or deemed to be contained
in) this subsection as in effect i;.Decembor
1978. rounded (if not a multiple of $1) to the
next higher multiple of $1. or

"(II) an amount equal to $11.50 multiplied
by the individuars years of coverage in excess
of 10, or the increased amount determined
for purposes of this subdivision under sub-
section (i),
whichever is greater. No increase under sub-
section (i), occurring before the year in
which an individual becomes eligible for old-
age or disability insurance benefits or dies,
shall apply to the dollar amount specified in
subdivision (I) of this clause with respect
to such individual.

"(II) For purposes of clause (i)(II), the
term 'years of coverage' with respect to any
individual means the number (not exceeding
30) equal to the sum of (I) the number (not
exceeding 14 and disregarding any fraction)
determined by dividing (a) the total of the
wages credited to such individual (includ-
ing wages deemed to be paid prior to 1951 to
such individual under section 217. compensa-
tion under the Railroad Retirement Act of
1937 prior to 1951 which is creditable to such
individual pursuant to this title, and wages
deemed to be paid prior to 1951 to such in-
dividual under sectIon 231) for years after
1938 and before 1951 by (b) $900, plus (II)
the number equal to the number of years
after 1950 each of which Is a computation
base year (within the meaning of subsection
(b) (2) (B) (ii)) and in each of which he Is
credited with wages (including wages deemed
to be paid to such individual under section
217 compensation under the Railroad Retire-
ment Act of 1937 or 1974 which is credItable
to such individual pursuant to this title, and
wages deemed to be paid to such individual
under section 229) and self-employment in-
come of not less than 25 percent of the maxi-
mum amount which, pursuant to subsection
(e). may be counted for such year. or of not
less than 25 percent of the maximum amount
which could be so counted for such year (in
the case of a year after 1977) if section 230
as in effect Immediately prior to the enact-
ment of the Social Security Financing
Amendments of 1877 had remained in effecS
without change,

In each calendar year after 1978 the
Secretary shall publish in the Federal Regis-
ter. on or before November 1, the formula
for computing benefits under this paragraph
and for adjusting wages and Self-employ-
ment income under subsection (b) (3) in the
case of an individual who becomes eligible
for an old-age insurance benefit, or (if ear-.
her) becomes eligible for a disability insur-
ance benefit or dies, in the following year.
and the average of the total wages (as de-
scribed in subparagraph (B) (ii) (I)) on
which that formula is based, With the Initial
publication required by this subparagraph.
the Secretary shall also publish in the Fed-
eral Register the average of the total wages
(as so described) for each calendar year after
1950,

"(2) (A) A year shall not be.counted a the
year of an individual's death or eligibility for
purposes of this subsection or subsection (b)
or (i) in any case where such individual was
entitled to a disability Insurance benefit for
any of the 12 months immediately preceding
the month of such death or eligibility (but
there shall be counted instead the year of the
individual's eligibility for the disability in-
surance benefit or benefits to which he was
entitled during such 12 months)

"(B) In the case Of an individual who was
entitled to a disability insurance benefit for
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any of the 12 months before the month in
which he became entitled to an old-age in-
surance benefit, became reentitled to a dis-
ability insurance benefit, or died, the primary
insurance amount Of determining any benefit
attributable to that entitlement, reentitle-
nlent, or death Is the greater of—

°(i) the primary insurance amount upon
which such disability insurance benefit was
based, increased by the amount of each gen-
eral benefit increase (as defined in subsection
(i)(8)), and each increase provided under
subsection (i) (2), that would have applied
to such primary insurance amount had the
individual remained entitled to such disabil-
ity insurance benefit until the month in
which he became so entitled or reentitled or
died. Or.

"(11) the amount computed under pare-
graph (1) (C).

• "(0) In the came of an individual who was
entitled to a disability insurance benefit for
any month, and with respect to whom a pri-
mary insurance amount is required to be
computed at any time after the close of the
period of the individual's disability (whether
because of such Individual's subsequent en-
titlement to old-age insurance benefits or to
a disability insurance benefit based upon a
subeequent period of disability, or because
of such individual's death), the primary
insurance amount so computed may in no
came be less than the primary insurance
amount with respect to which such former
disability insurance benefit was most recent-
ly determined.

'(8)(A) Paragraph (1) applIes only to an
Individual who was not eligible for an old-
age insurance benefit prior to January 1979
and who In that or any succeeding month—

"(i) becomes eligible for such a benefit,
(ii) becomes eligible for a disability in-

surance benefit, or
• "(iii) dice,

and (except for subparagraph (C) (i) (II)
thereof) it applies to every such individual
except to the extent otherwise provided by
paragraph (4).

"(B) For purposes of this title, an indi-
vidual is deemed to be eligible—

"(i) for old-age insurance benefits, for
months beginning with the month in which
he attains age 62, or

(II) fcc' disability Insurance benefits, for
months beginning with the month In which
his period of disability began as provided
under section 216(i) (2) (C),
except as provided in paragraph (2) (A) in
cases where fewer than 12 months -have
•lapsed since the termination of a prior pe-
riod of disability. -

"(4) Paragraph (1) (except for subpara-
graph (C) (1) (Il) thereof) does not apply to
the computation or recomputation of a
prLinary insurance amount for—

(A) an Individual who was eligible for a
disability insux'anoe benefit for a month prior
to January 1979 unless, prior to the month
in which occurs the event described in clause
(i), (Ii), or (iii) of paragraph (3) (A), there
occurs a period of at least 12 consecutive
months for which he was not entitled to a
disability insurance benefit, or

(B) an individual who had wages or self-
employment income credited for one or more
years prior to 1919, and who was not eligible
for an old-age or disability insurance benefit,
and did not die, prior to January 1979, if In
the year for which the computation or re-
computation would be made the individual's
primary insurance amount would be greater
if computed or recomputed—

"(i) under section 215(a) as in effect in
December 1978, for purposes of old-age in-
surance benefits in the case of an individual
who becomes eligible for such benefits prior
to 1989, or

"(ii) as provided by section 215(d), In the
came of an Individual to Whom such section
applies.
In determining whether an Individual's pri-
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mary insurance amount would be greater if °(I) the average of the total wages (as cie-
computed or recomputed as provided In sub- flned in regulations of the Secretary and
paragraph (B), (I) the table of benefits In computed Without regard to the limitations
effect in December 1978 Shall be applied specified In section 209(a)) reported to the
without regard to any increases In that table Secretary of the Treasury or his delegate for
which may become effective (In accordance the second calendar year (after 1976) pre-
with subsection (i) (4)) for years after 1978 cedIng the year of the individual's death or
(subject to subsection (i) (2) (A) (iii)) and initial eligibility for an old-age disability In-
(II) such individual's average monthly wage surance benefit, whchever is earliest, by
shall be computed as provided by subsection "(II) the average of the total wages (as so
(b) (4). defined and computed) reported to the Sec-

(5) For purposes of computing the pri- retary of the Treasury or his delegate for the
mary insurance amount (after December computation base year for Which the deter-
1978) of an individual to whom paragraph mination is made.
(1) does not apply (other than an individual "(B) Wages paid in or self-employment In-
described in paragraph (4) (B)), this section come credited to an individual's compute-
as In effect In December 1978 shall remain In tion base year which—
effect, except that, effective for January 1979, "(i) occurs after the second calendar year
the dollar amount specified in paragraph (3) specified In subparagraph (A) (ii) (I), or
of subsection (a) shall be Increased to $11.50. "(ii) is a year treated under subsection If)
The table for determining primary insurance (2) (C) as though it were the last year of the
amounts and maximum family benefits con- period specjfieci in subsection (b) (2) (B) (ii),
tamed in this section in December 1978 shall shall be available for use In determining an
be revised as provided by subsection (i) for individual's benefit computation years, but
eaCh year after 1978.". wIthout applying subparagraph (A) of this

(b) Section 215(b) of such Act is amended paragraph.
to read as follows: "(4) For purposes of determining the aver-
"Average Indexed Monthly Earnings; Average age monthly wage of an individual whose

Monthly Wage primary Insurance amount is computed (af-
"(b) (1) An individual's average indexed tsr 1978) under section 215(a) or 215(d) as

monthly earnings shall be equal to the quo- in effect (except with respect to the table
contained therein) in December 1978, by rca-tient obtained by dividing—

"(A) the total (after adjustment under son of subsection (a)(4)(B), this subsection
as in effect in December 1978 shall remainparagraph (3)) of his wages paid in and In effect, except that paragraph (2) (C) (asself-employment income credited to his ben- then In effect) shall be deemed to provideefit computation years (determined under

paragraph (2) ), by that 'computation base years' Include only
(B) the number of months In those years. calendar years in the period after 1950 (or

'(2) (A) The number of an individual's 1936, if applicable) and prior to the year In
benefit computation years equals the number which occurred the first month for which the
of elapsed years, reduced by five, except that individual was eligible (as defined In sub-
the number of an individual's benefit com- section (a) (3) (B) as in effect in January
putation years may not be less than two. 1979) for an old-age or disability insurance

"(B) For purposes of this subsection with benefit, or died. Any calendar year all of
respect to any individual— which is Included In a period of disability

(i) the term 'benefit computation years' shall not be included as a computation base
means those computation base years, equal year for such purposes.".
in number to the number determined under (c) Section 215(c) of such Act is amended

to read as follows:subparagraph (A) for which the total of
such individual's wages and self-employment "Application of Prior Provisions In Cer-
income, after adjustment under paragraph tam Cases
(3)c is the largest; "(c) This subsection as in effect in De-

(ii) the term 'computation base years' cember 1978 shall remain in effect with re-
means the calendar years after 1950 and spect to an individual to whom subsection
before— (a) (1) does not apply by reason of the mcii-

"(I) In the case of an individual entitled vidual's eligibility for an old-age or disabil-
to old-age insurance benefits, the year in Ity insurance benefit, or the individuals
which occurred (whether by reason of 8cc- death, prior to 1979.".
tion 202(j) (1) or otherwise) the first month (d) (1) The matter in the text of section
of that entitlement; or 215(d) of such Act which precedes para-

"(II) In the case of an individual who has graph (1) (C) Is amended to read as follows:
died (without having become entitled to old- "(d) (1) I"or purposes of column I of the
age insurance benefits), the year succeeding table appearing In subsection (a), as that
the year of his death; subsection was In effect in December 1977, an
except that such term excludes any calendar individual's primary insurance benefit Shall
year entirely included in a period of dlsabll- be computed as follows:
ity; and "(A) The individual's average monthly

(iii) the term 'number of elapsed years' wage shall be determined as provided In sub-
means (except as otherwise provided by sec- section (b), as in effect in December 1911
tion 104(j) (2) of the Social Security Amend- (but without regard to paragraph (4) there-
ments of 1972) the number of calendar years of), except that for purposes of paragraphs
after 1950 (or, if later, the year in which (2) (C) and (3) of that subsection (as so In
the individual attained age 21) and before effect) 1936 shall be used instead 01 1950.
the year in which the individual died, or, If "(B) For purposes of subparagraphs (B)
it occurred earlier but after 1960, the year and (C) of subsection (b) (2) (as so In ef-
In which he attained age 62; except that fect), the total wages prior to 1951 as de -
such term excludes any calendar year any fined in subparagraph (C) of this paragraph)
part of which is included in a period of of an individual who attained age 21 after
disability. 1936 and prior to 1951 shall be divided by the

(3) (A) Except as provided by subpara- number of years (hereinafter in this sub-
graph (B), the wages paid in and self-em- paragraph referred to as the 'divisor')
ployment income credited to each of an 'in- elapsing after the year In which the incilvid-
dividual's computation base years tor pur- ual attained age 21 and prior to the earlier of
poses of the Selection therefrom of benefit 1951 or the year of the individual's death.
computation years under paragraph (2) shall The quotient so obtained shall be deemed to
be deemed to be equal to the product of—;- be the individual's wages credited to each

(i) the wages and self-employment in- of the years included in the divisor, except
come paid In or credited to such year (as that—
determined without regard to this subpsra- "(I) If the quotient exceeds $3,000, Onlygraph), and $3,000 shall be deemed to be the individual's

"(U) the quotientobtalned by dividing— wages for each of years included In the cii-
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visor, and the remainder of the individual's
total wages prior to 1961 (1) If lees than
$3,000, shall be deemed credited to the year
in which the individual attained age 21, or
(II) if $3,000 or more, shall be deemed
credited, in $3,000 increments, to the year in
which the individual attained age 21 and to
each year consecutively preceding that year,
with any remainder less than $3,000 being
credited to the year immediately preceding
the earliest year to which a full $3,000 incre-
ment was credited; and

"(ii) no more than $42,000 may be taken
into account, for purposes of this subpara-
graph, as total wages after 1936 and prior
to 1951.".

(2) Section 215(d)(1)(D) of such Act is
amended to read as follows:

(D) The individual's primary insurance
benefit shall be 40 percent of the first $50
of his average monthly wage as gomputed
under this subsection, plus 10 percent of the
next $200 of his average monthly wage, in-
creased by 1 percent for each increment year.
The number of increment years Is the nuni-
ber, not more than 14 nor less than 4, that
is equal to the individual's tot4l wages prior
to 1951 divided by $1,650 (disregarding any
fraction)

(3) Section 215(d)(3) of such Act is

amended (A) by striking out "in the case of
an individual" and all that follows and in-
serting in lieu thereof the following "in the
case of an individual who had a period of dis-
ability which began prior to 1951, but only
if the primary insurance amount resulting
therefrom Is higher than the primary insur-
ance amount resulting from the application
of this section (as amended by the Social
Security Amendments of 196'?) and section
220.".

(4) Section 215(d) of such Act is further
amended by adding at the end thereof the
following new paragraph:

(4) The provisions of thIs subsection as
in effect in December 1977 shall be appli-
cable to individuals who become eligible for
old-age Or disability Insurance benefits or
die prior to 1978.".

(e) Section 215(e) of such Act Is
amended—

(1) by striking Out "average monthly
wage" each place It appeal's and Inserting in
lieu thereof "average Indexed monthly earn-
ings or, in the case of an individual whose
primary Insurance amount is computed
under section 215(a) as In effect prior to
January 1979, average monthly wage," and

(2) by inserting immediately before "of
(A)" in paragraph (1) the following: "(be-
fore the application, in the case of average
indexed monthly earnings, of subsection (b)
(3)(A))".

(f)(1) Section 215(f)(2) of thIs Act is
amended to read as follows:

"(2) (A) If an individual has wages or self-
employment income for a year after 1978 for
any part of which he Is entitled to old-age or
disability Insurance benefits, the 8ecretary
shall, at such time or times and within such
period as he may by regulation prescribe,
recompute the individual's primary Insur-
ance amount for that year.

(B) For the purpose of applying sub-
paragraph (A) of subsection (a) (1) to the
average indexed monthly earnings of an in-
dividual to whom that subsection applies
and who receives a recomputation under this
paragraph, there shall be used, in lieu of the
amounts established by subsection (a) (1)
(B) for purposes of clauses (1) and (U) of
subsection (a)(1)(A), the amounts so es-
tablished that were (or, in the case of an
individual described in subsection (a) (4)
(B), would have been) used in the compu-
tation of such individual's primary Insur-
ance amount prior to the application of this
subsection.

"(C) A recomputation of any individual's
primary insurance amount under this para-
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graph shall be made as provided in subsec-
tion (a)(1) as though the year with respect
to which it Is made Is the. last year of the
period specified in subsection (b) (2) (B) (ii):
and subsection (b) (3) (A) shall apply with
respect to any such recomputation as it ap-
plied in the computation of such individual's
primary Insurance amount prior to the ap-
plication of this subsection.

"(D) A recomputation under thIs para-
graph with respect to any year shall be effec-
tive—

(i) in the case of an individual who did
not die in that year, for monthly benefits
beginning with benefits for January of the
following year; or

"(ii) in the case of an individual who died
in that year, for monthly benefits beginning
with benefits for the month in which he
died.".

(2) Section 215(f)(3) of such Act Is re-
pealed.

(3) Section 215(f)(4) of such Act Is
amended to read as tollows:

"(4) . A recomputation shall be effective
under thIs subsection only If it increases
the primary insurance amount by at least
$1.,,'

(4) Section 215(f) of such Act Is further
amended by adding at the end thereof the
following new paragraphs:

"(7) This subsection as in effect in De-
cember 1978 shall continue to apply to the
reeomputation of a primary insurance
amount computed under subsection (a) or
(d) as in effect (without regard to the table
in subsection (a)) in that month, and,
where appropriate, under subsection (d) as
in effect in December 1977. For purposes of
recomputing a primary insurance amount
determined under subsection (a) or (d) (as
so in effect) in the case of an individual to
whom those subsections apply by reason of
subsection (a) (4) (B) as in effect after De-
cember 1978, no remuneration shall be taken
into account for the year in which the indi-
vidual initially became eligible for an old-
age or disainlity Insurance benefit or died,
or for any year thereafter.

"(8) The Secretary Shall recompute the
primary insurance amounts applicable to
beneficiaries whose benefits are based on a
primary Insurance amollnt Which was com-
puted under section 215(a) (3) effective prior
to January J979, or would have been so com-
puted If the dollar amount specified therein
were $11.50. Such recomputation shall be
effective January 1979, and shall include the
effect of the increase in the dollar amount
provided by section 215(a)(1)(C)(1)(U),
Such primary insurance amount shall be
deemed to be provided under such section
for purposes of section 215(i).",

(g) (1) Section 215(i) (2) (A) (ii) of such
Act is amended to read as follows:

"(i)) If the Secretary determines that the
base quarter in any year Is a cost-of-living
computation quarter, he shall, effective with
the month of June of that year as provided
in subparagraph (B), increase—

"(I) the benefit amount to which indi-
viduals are entitled for that month under
section 227 or 228.

"(U) the primary insurance amount of
each other individual on which benefit en-
titlement is based under this title (including
a primary insurance amount determined
under section (a)(1)(C)(1)), and

"(III) the amount of total monthly bene-
fits based on any primary Insurance amount
which Is permitted under section 203 (and
such total shall be increa8ed, unless other-
wise so increased under another provision
of this title, at the same time as such pri-
mary insurance amount) or, in the case of
a primary Insurance amount computed un-
der subsection (a) as in effect (without re-
gard to the table contained therein) prior to
January 1979, the amount to which the
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beneficiaries may be entitled under section
203 as in effect in December 1978, except as
provided by section 203(a) (6) and (7) as
in effect after December 1978.
The increase shall be derived by multiplying

'each of the amounts described in subdivi-
siOn (I), (II), and () (including each
of those amou.nts as previously increased
under this subparagraph) by the same per-
centage (rounded to the nearest one-tenth
of 1 percent) as the percentage by which
the Consumer Price Index for that cost-of-
living computation quarter exceeds such in-
dex for the most recent prior calendar quar-
ter which was a base quarter under para-
graph (1) (A) (ii) or, if later, the most re-
cent cost-of-living computation quarter un-
der paragraph (1) (B); and any amount so
increased that is not a multiple of $0.10
8hall be increased to the next higher multi-
ple of $0.10. Any increase under thIs subsec-
tion in a primary insurance amount deter-
mined under subparagraph (C) (i) (II) of
subsection (a) (1) shall be applied after the
initial determination of such primary insur-
ance amount under that subparagraph (with
the amount of such increase, in the case of
an individual who becomes eligible for old-
age or disability insurance benefits or dies
in a calendar year after 1979, being deter-
mined from the range of possible primary in-
surance amounts published by the Secretary
under the last sentence of subparagrpah
(D) )

(2) Section 215(i)(2)(A) of such Act Is
amended by adding at the end thereof of the
following new clause:

"(iii) In the case of an individual who
becomes eligible for an old-age or disability
insurance benefit, or who dies prior to be-
coming so eligible, in a year in which there
occurs an increase provided under clause
(ii), the individuar8 primary insurance
amount (without regard to the time of en-
titlement to that benefit) shall be increased
(unless otherwise so increased under another
provision of thIs title) by the amount of
that increase, but only with respect to bene-
fits pay ble for months after May of that
year.".

(3) Section 215(i) (2) (D) of such Act (as
amended by section 103 of this Act) Is fur-
ther amended by striking out all that fol-
lows the first sentence and inserting in lieu
thereof the following: "He shall also pub-
lish in the Federal Register at that time (i)
a revision of the range of the primary in-
surance amounts which are possible after
the application of this subsection based os
them dollar amount specified in subparagraph
(0) (i) (II) of subsection (a) (1) (with such
revised primary insurance amounts consti-
tuting the increased amounts determined
for purposes of such subparagraph (C) (I)
(It) under this subsection), or specified in
section 215(a) (3) as in effect prior to 1979,
and (U) a revision of the range of maximum
family benefits which corespond to such pri-
mary insurance amouhts (with such maxi-
mum benefits being effective notwithstand-
ing section 203(a) except for paragraph (3)
(B) thereof (or paragraph (2) thereof as in
effect prior to 1979))

(4) Section 215(i) of such Act is further
amended by adding at the end thereof the
following new paragraph:

"(4) ThIs subsection as in effect in De-
cember 1978 shall continue to apply to sub-
sections (a) and (d), as then in effect, for
purposes of computing the primary insur-
ance amount of an individual to whom sub-
section (a), as In effect after December 1978.
doss not apply (including an individual to
whom subsection (a) does not apply in any
year by reason of paragraph (4) (B) of that
subsection (but the application of this sub-
section in such cases shall be modified by
the application of clause (I) in the last
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sentence of paragrsph (4) of that subsec-
tion)). For purposes of computing primary
insurance amounts and maximum family
benefits (other than primary Insurance
amounts and maximum family benefits for
individuals to whom such paragraph (4) (B)
applies), the Secretary shall publish in
the Federal Regtster revisions of the table
of benefits contained In eubsection (a). as
in effect in December 1978. as required by
paragraph (2) (D) of this subsection as then
in effect.".

ISAXIMUM BENEFITS

SEC. 202. Section 202(a) of the Social Se-
curity Act Is amended to read as follows:

"Maximum Benefits
'(a) (1) In the case of an individual whose

primary insurance amount has been com-
puted or recomputed under section 215(a)
(1) or (4), or section 215(d), as in effect
after December 1978, the total monthly ben-
eats to which beneficiaries may be entitled
under section 202 or 223 for a month on the
basis of the wages and self-employment in-
come of such individual shall, except as pro-
vided by paragraph (3) (but prior to any
increases resulting from the application .of
paragraph (2) (A) (ii) (UI) of section 215
(i)), be reduced as necessary so as not, to
exceed—

(A) 150 percent of such individual's pri-
mary Insurance amount to the extent that
It doss not exceed the amount established
with respect to this subparagraph by para-
graph (2).

"(B) 272 percent of such-individual's pri-
mary insurance amount to the extent that
it exceeds the amount established with re-
spect to subparagraph (A) but does not ex-
ceed the amou"t established with respect to
this subparagraph by paragraph (2),

(C) 134 percent of such individual's pri-
mary insurance amount to the extent that
it exceeds the amount established with re-
spect to subparagraph (B) but does not ex-
ceed the amount established with respect to
this subparagraph by paragraph (2), and

"(D) 175 percent of such individuals pri-
mary insurance amount to the extent that
it exceeds the amount established with re-
spect to subparagraph (C).
Any such amount that is not a multiple of
$0.10 shall be increased to the next higher
multiple of $0.10.

"(2) (A) For individuals who initially be-
come eligible for old-age or disabiUty insur-
ance benefits or die in the calendar year
1979, the amounts established with respect
to subparagraphs (A), (B), and (C) of para-
graph (1) shall be 230, $332, and $433,
respectively.

"(B) For individuals who initially become
eligible for old-age or disability insurance
benefits or die in any calendar year after
1979, each of the amounts so established
shall equal the product of the corresponding
amount established for the calendar year 1979
by subparagraph (A) of this paragraph and
the quotient obtained under subparagraph
(B)(ii) of section 215(a)(1), with such prod-.
uct being rounded in the manner prescribed
by section 215(a) (1) (B) (iii).

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

(D) A year shall not be counted as the
year of an individual's death or elIgibility
for purposes of this paragraph or paragraph
(7) in any case where such individual was.
entitled to a disability insurance benefit for
any of the 12 months immediately preceding
the month of such death or eligibility (but
there shall be counted Instead the year of
Lhe individual's eligibility for the disability
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inaurance benefits to which he was entitled
during such 12 months).

"(3) (A) When an individual who Ia en-
titled to benefits on the basla of the wages
and self-employment income of any Insured
Individual and to whom this subsection ap-
plies would (but for the provisions of eec-
tion 202(k) (2) (A)) be entitled to child's
insurance benefits for a month on the baals
of the wages and eelf-exnployment income
of one or more other Insured individuals, the
total monthly benefits to which all benefi-
ciaries are entitled on the basis of such
wages and self-employment income shall not
be reduced under this subsection to less than
the smaller of—

(i) the sum of the maximum amounts of
benefits payable on the basis of the wages
and self-employment income oi all such in-
sured individuals, or

"(ii) an amount equal to the product of
1.75 and the primary insurance amount that
would be computed under section 215(a) (1)
for that month with respect to average in-
dexed monthly earnings equal to one-twelfth
of the contribution and benefit base deter-
mined for that year under section 230.

"(B) When two or more persons were en-
titled (without the application of section
202(j) (1) and section 223(b)) to monthly
benefits under section 202 or 223 for Janu-
ary 1971 or any prior month on the basis of
the wages and self-employment income of
such insured individual and the provisions
of this Bubsection in effect for any such
month were applicable in determining the
benefit amount of any persons on the bMis
of such wages and self-employment income.
the total of benefits for any month after
January 1971 shall not be reduced tQ less
than the largest of—

"(i) the amount determ!ned under this
subsection without regard to this subpara-
graph,

"(ii) the largest amount which has been
determined for any month under this sub-
section for persons entitled to monthly ben-
efits on the basis of such insured individ-
ual's wages and self-employment income, or

'(iii) if any persons are entitled to bene-
fits on the basis of such wages and self-em-
ployment income for the month before the
effective month (after September 1972) of
a general benefit increase under this title
(as defined in section 215(i) (3)) or a bene-
flt increase under the provisiona of sectiOn
215(i) (3)) or a benefit increase under the
provisions of section 215(i), an amount
equal to the sum of amounts derived by mul-
tiplying the benefit amount determined un-
der this title (excluding any part thereof
determined under section 202(w)) for the
month before such effective month (includ-
ing this subsection, but without the appli-
cation of section 222(b), section 202(q), and
subsections (b), (c), and (d) of this sec-
tion), for each such person for such month,
by a percentage equal to the percentage of
the increase provided under such benefit in-
crease (with any such increased amount
which is not a multiple of $0.10 being
rounded to the next higher multiple of
$0.10);
but in any such case (I) subparagraph (A)
o this paragraph thall not be applied to such
total of benefits after the application of
clause (ii) or (11.1), and (II) if section 202
(k) (2) (A) was applicable in the case of any
such benefits for a month, and ceases to ap-
ply for a month after such month, the pro-
visions of clause (ii) or (iii) shall be applied,
for and after the month in which section
202(k) (2) (A) ceases to apply, as though sub-
paragraph (A) of this paragraph had not
been applicable to Such total of benefith for
the last month for which clause (ii) or (iii)
was applicable.

(C) When any of such individuals is en-
titled to monthly benefits $8 ft divorced
spouse under section 202 (b) or (c) or as a
Burviving divorced spouse under section 202
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(e) or (f) for any month,. the benefit to
which he or Bhe Is entitled on the basis of
the wages and self-employment income of
such Insured individual for such month thall
be determined without regard to this sub-
section, and the benefit8 of all other mdi-
iduals who are entitled for such month to
monthly benefits under section 202 on the
wages and self-employment income of such
Insured individual shall be determined as if
no such divorced spouse or surviving di-
vorced spouse were entitled to benefits for
such month.

"(4) In any case in which benefits are re-
duced pursuant to the preceding provisions
of this subsection, the reduction shall be
made after any deductions under this sec-
tion and after any deductions under section
222(b). Whenever a reduction is made under
this subsection in the total of monthly bene-
fits to which individuals are entitled for any
month on the basis of the wages and self-
employment income of an inBured individual.
each such benefit other than the old-age or
disability Insurance benefit thall be propor-
tionately decreased.

(5) Notwithstanding any other provision
of law, when—

"(A) two or more persons are entitled to
monthly benefits for a particular month on
the basis of the wages and self-employment
income of an insured Individual and (for
such particular month) the provisions of this
subsection are applicable to such monthly
benefits, and

(B) such individual's prl.mary insurance
amount is increaaed for the following month
under any provision of this title,
then the total of monthly benefits for all
persons on the basis of such wages and self-
employment Income for such particular
month, as determined under the provisions
of this subsection, shall for purposes of de-
termining the total monthly benefits ior all
persons on the basis of such wages and self-
employment income for months subsequent
to such particular month be con8idered to
have been increased by the smallest amount
that would have been required in order to
assure that the total of monthly benefits
payable on the basis of such wages and self-
employment income for any such subsequent
month will not be less (after the application
of the other provisions of this subsection and
section 202(q)) than the total of monthly
benefits (after the application of the other
provisions of this subsection and section 202
(q)) payable on the basis of such wages and
self-employment income for such particular
month.

(6) In the case of any individual who is
entitled for any month to benefits based
upon the primary in5urance amounts of two
or more insured individuals, one or more of
which pflmary insurance amounts were
determined under section 215(a) o 215(d)
as in effect (without regard to the table con-
tained therein) prior to January 1979 and
one or more of which prl.mary Insurance
amounts wer.e determined under section
215(a)(1) or (4), or seetion 215(d), as in
effect after December 1978, the total benefits
payable to that individual and all other
individuals entitled to benefits for that
month based upon those primary insurance
amounts shall be reduced to an amount
equal to the product of 1.75 and the pflmary
insurance amount that would be computed
under section 215(a) (1) for that month with
respect to average indexed monthly earnings
equal to one-twelfth of the contribution and
benefits base determined under section 230
for the year in which that month occurs.

"(7) Subject to paragraph (6), this sub-
section as in effect in December 1978 shall
remain in effeot with respect to a primary
insurance amount computed under secUon
215 (a) or (d), aa in effect (without regard
to the table oontained therein) in December
.1978. except that a pflmary Insurance
amount so computed with respect to an
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individual who first becomes eligible 'for an
old-age or disability Insurance beneSt, i
dies, after December 1978, *afl heSesd be
governed by this section es In effect after
December 1978.".
mcarasa ne oLD-AG! D!NU'ZT aMouw'rs roe

DILAYm WIUEMssIT
Sac. 208. Section 202(w) (1) of the Soci8l

Security Act is amended—
(1) by striking out "Ii the first month*

and all that follows down through "to such
individual" in the matter preceding sub-
peragraph (A) end inserting In lieu thereof
"The amount of an old-age Insurance benefit
(other than a benefit based on 'a primary
Insurance amount determined under section
215(a) (8)) whoh Ii payable without regard
to this subsection to an Individual"; and

(2) by Inserting after "Such amount," In
subparagraph (A) the following: "or, in the
case of an Individual who first becomes eligi-
ble for an old-age insurance benefit after
December 1978. one-quarter of 1 percent of
such amount,".

cowroassnrc AM!NDM!NTh
Sic. 204. (a) Section 202(m)(1) of the

Social Security Act is amended to read as
follows:

"(1) In any case in which an IndIvidual Is
entitled to a monthly benefit under this sec-
tion on the basis of a primary insurance
amount computed under section 215 (a) or
(d), as In effect after December 1978. on the
basis of the wages and self-employment in-
come of a deceased individual for any month
and no other person is (without the applica-
tion of subsection (j)(1)) entitled to a
monthly benefit under this section for that
month on the basis of such wages and self-
employment Income, the Individual's bentfit
amount for that month, prior to reduction
under subsection (k)(3), shall not be less
than that provided by subparagraph (C) (I)
(I) of section 215(a) (1) and Increased under
section 215(1) for months after May of the
year In which the Insured individual died as
though such benefit were a primary Insur-
ance amount.",

(b) SectIon 202(w) of such Act (M
amended by section 203 of thIs Act) is
further amended—

(1) by Inserting after "section 215(a) (3)"
In paragraph (1) (In the matter preceding
subparagraph LA)) the following: "as In
effect In December 1978 or section 215(a)(1)
(C) (I) (II) as In effect thereafter";

(2) by inserting "as In effect In Decem-
ber 1978, or section 215(a)(1)(C)(i)(fl) is
in effect thereafter," after "paragraph (3) of
section 215(a)" In paragraph (5); and

(3) by Inserting "(whether before, In, or
after December 1978)" after "determined
under section 215(a)" In paragraph (5).

(c) Section 217(b)(1) of such Act is
amnepded by inserting "as In effect In Decem-
ber 1978" after "section 215(c)" each place
It appears, and after "section 215(d)".

(d) Section 224(a) of such Act Is amended
by inserting "(determined under section 215
(b) as in effect prior to January 1979)" after
"(A) the average monthly wage" in the
matter following paragraph (8).

(e) Section 1839(o) (3) (B) of such Act is
amended to read as follows:

"(B) the monthly premium rate most re-
rently promulgated by the Secretary under
this paragraph, Increased by a percentage
determined as follows: The Secretary shall
ascertain the primary insurance amount
computed under section 215(a)(1), based
upon average Indexed monthly earnings of
$900, that applied to individuals who became
eligible for and entitled to oldage insurance
benefits on May 1 of the year of the promul-
gation. He shall Increase the monthly pre-
mium rate by the same percentage by which
that primary insurance amount Is increased
when, by reason of the law in effect at the
time the promulgation is made, It Is so corn-
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puted to apply to those individuals on the
following May 1.".

se7ZCTZVZ DAT!

S.c. 205, Th. amendments made by the
provisions of this title other than section
201(d) shall be effective with respect to
monthly benefits and lump-sum death pay-
ments under title II of the Social Security
Act payable for months after December
1978. The amendments made by section 201
(d) shall be effective with respect to monthly
benefits of an individual who becomes
eligible for an old-age or disability insur-
ance benefit, or dies, after December 1977.
TITLE rn—COVERAGE UNDER THE OLD-

AGE, SURVIVORS. AND DISABILITY IN-
8URANCE PROGRAM

s'ruDv CONcERNTNO SIANDATORT COvERAGE or
TmERAL EMPLOYTZ5

Sac. 301. (a) As soon as possible alter the
date of the enactment of this Act, the Chair-
man of th C1vU Service Commission, the
Secretaries of the 1'reasury and Health, Edia-
cation, and Welfare, and the Director of the
Office of Management and Budget, shall
jointly undertake and carry out a detailed
study with respect to coverage of Federal
employees within the old-age, survivors, and
disability Insurance system.

(b) The study to be undertaken under
subsection (a) shall Include—

(1) a review of the methods by which full
coverage of Federal employees within the old-
age, survivors, and disability insurance sys-
tem could be attained;

(2) an analysis of the adjustments to such
system (as well as to the civU service retire-
ment and disabUity system and other Fed-
eral employee retirement systems involved,
Including the foreign service, judiciary, Cen-
tral Intelligence Agency, and District of
Columbia retirement systems) which are nec-
essary under each such method to provide
such coverage, particularly—

(A) adjustments in age, service, and other
eligibility requirements; and

(B) adjustments in the nature and level of
disability, death, and survivor benefits (ink-
ing into account any related factors, such as
the tazabUlty of such benefits);

(3) a comparison of the financial aspects
of each such method, particularly—

(A) the adjustments required by each such
method in the contributions by Federal em-
ployees, the Government (whether by
specific contribution or by appropriation),
and others involved;

(B) the adjustments required by each such
method in the manner in which benefits are
financed under the retirement systems In-
volved; and

(C) the effects of each such method on the
solvency of the retirement systems involved;

(4) the effects of each such method of
coverage on—

(A) recruitment and retention of Federal
employees;

(B) other employee benefits (such sa
health benefits coverage provided for civil
service annuitants); and

(C) Federal, State, and local Income tax
systems;

(5) a review of the methods by which
partial coverage of Federal employees within
the old-age, survivors, and disability Insur-
.ance system could be attained, together with
consideration of the factors described in
paragraphs (2), (3), and (4) as they would
relate to such partial coverage; and

(6) alternatives to providing coverage of
Federal employees within the old-age, sur-
vivors, and disability Insurance system which
would improve the solvency of the old-age,
survivors, and dlsabUlty Insurance system.
In connection with such study, Interested
parties, including Federal employee organi-
ations, associations of retired Federal em-
ployees, and heads of agencies administering
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Federal employee retirement systems, shall
be allowed to submit views, arguments, and
data.

(c) Upon the completion of the study
under subsection (a) and in any event no
later than two years after the date of the
enactment of this Act, the Chairman of the
Civil Service Commission, the Secretaries of
the Treasury and Health, Education, and
Welfare, and the Director of the Office of
Management and Budget shall submit to the
President and to the appropriate commit-
tees of each House of the Congress a joint
report on the results of such study together
with their recommendations. Any such rec-
ommendation which Includes adjustments of
existing statutes shall be accompanied with
draft legislation accomplishing such adjust-
ments.

(d) With respect to Federal employees
under the Federal employee retirement sys-
tems, the study and the report under thia
section 'shall include at least one method of
coverage of such employees within the old-
age, survivors, and disability insurance sys-
tem which provides—

(1) that the benefits available to such
Federal employees would not be less favor-
able than the benefits which are then cur-
rently. available to such employees under
the Federal employee retirement systems:
and

(2) that the contributions required of
such Federal employees would not be greater
than the contributions which are then cur-
rently required of such employees under the
Federal employee retirement systems.

(e) For purposes of this section, the term
"Federal employee" means—

(1) an employee, as defined in section 2105
of title 5, unIted States Code;

(2) an officer or employee of the United
States Postal Service or of the Postal Rate
Commission; and

(3) any other Individual in the employ of
the United States or any Instrumentality of
the United States.

COVERAGE OF STATE AND LOCAL EMPLOYEES

SEc. 302. (a) Section 218(g) of the Social
Security Act is amended—

(1) by striking out "Upon" in paragraph
(1) and "If" in paragraph (2), and by in-
serting in lieu thereof "Subject to paragraph
(4), upon" and "Subject to paragraph (4).
if", respectively; and

(2) by adding at the end thereof the fol-
lowing new paragraph:

(4) No agreement under this section may
be terminated under paragraph (I) or para-
graph (2) (either in its entirety or with re-
spect to any coverage group) unless the ap-
plicable notice referred to in such paragraph
is given on or before September 13, 1977.".

(b) Effective with respect to service per-
formed after December 1981—

(1) section 218 of the Social Security Act
Is repealed;

(2) sectIon 2 10(a) of such Act Is umended
by striking out paragraph (7); and

(3) section 3121(b) of the Internal Rev-
enue Code of 1954 is amended by striking
out paragraph (7).

(c)(1)(A) Chapter 21 of the Internal Rev-
enue Code of 1954 (the Federal Insurance
Contributions Act), as amended by section
104(b) (2) of this Act, is further amended
by redesignating sections 3126 and 3127 as
sections 3127 and 3128, respectIvely, and by
inserting after sectIon 3125 the following
new section:
"SEc. 3126. RE'nIRNS IN THE CASE OF STArE

LOCAL GOVERNMENTAL EM-
PLOYEES.

"In the case of the taxes imposed by this
chapter with respect to services performed
in the employ of a State or any political sub-
division thereof, or in the employ of any in-
strumentality of a State or political subdi-
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vision thereof which is whouy owned thereby,
the return and payment of the taxes may be
made by the Governor of such State or such
agents as he may designate. The person mak-
tag such return may, for convenience of ad-
ministration, make payments of the tax im-
posed by section 3111 wIth respect to Such
service without regard to the contribution
and benefit base limitation in section 3121
(a)(1).".

(B) The table of sections for subchapter C
of chapter 21 of such Code (as so amended)
Is further amended by striking out the last
two items and inserting in lieu thereof the
fouowthg:
"Sec. 8126. Returns in the case of State and

local governmental employees.
"Sec. 3l7. Returns in the case of govern-

mental employees In Guam,
American Samoa, and the Die-
trict of Columbia.

"Sec. 3128, Short title.".
(2) (A) Section 6205(s) of such Code (is-

lating to adjustment of tax) k amended—
(I) by striking out 8128" In paragraphs

(3) and (4) and Inserting In lieu thereof
"3127";

(ii) by redesignating paragraphs (3) and
(4) as paragraphs (4) and (5), respectively;
and

(lit) by inserting after paragraph (2) the•
following new paragraph:

"(3) Brays as zs'.Pzoym.—por purposes of
this subsection, in the case of remuneration
received during any calendar year from a
State or political subdivision thereof or any
Instrumentality which is wholly owned there-
by. the Governor of the State and each agent
designated by hon who makes a return pm'-
suant to section 3126 shaU be deemed a ep-
irate employer.".

(B) Section 6413(a) of such Code (relat-
ing to adjustment of tax) is amended—

(i) by striking out "3125" in paragraphs
(8) and (4) and inserting in lieu thereof
"3127';

(ii) by redesignating paragraphs (3) and
(4) as paragraphs 14) and (5), respectIvely:
and

(iii) by inserting after paragraph (2) the
following new paragraph:

"(8) SrArs as ESIPLOTER.—P'or purposes of
this subsection, In the case of remuneration
received during any calendar year from a
State or political subdivision thereof or any
instrumentality which Is wholly owned
thereby, the Governor of the State and each
agent designated by him who makes a return
pursuant to section 3128 shall be deemed a
separate employer.".

(C) Section 6413(c) (2) of such Code (re-
lating to applicability in case of certain gov-
ernmental employees) is amended—.

(i) by striking out subparagraph (B) and
inserting In lieu thereof the following new
subparagraph:

"(B) STATE EMPLoYERs—For purposes of
this subsection, In the case of r'emuneratjon
received during any calendar year from a
State or political subdivision thereof or any
instrumentality which .is wholly owned
thereby, the Governor of the State and each
agent designated by him who makes a return
pursuant to section 3126 shall be deemed a
separate employer,"; and

(ii) by striking out "3125(a)", "3125(b)",
and "3125(c)" in subparagraphs (D), (B),
and (F) and inserting in lieu thereof "3127
(a)", "3127(h)", and "8127(c)", respectIvely,

(3) Section 230(c) of the Social Security
Act is amended by striking out '1125," and
inserting in lieu thereof "3126, 8127,".

(d) (1) Section 205(c) (5) (F) (lii) of such
Act Is amended by striking out "are made"
and inserting in lieu thereof "were mede'.

(2) Section 909(1) of such Act is amended
by striking out "aa defined in sectIon 218
(b)(2))".
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(3) Section 210(a) (10) (B) (ii) of such Act

Is amended by striking out ", unless" and
all that follows and Inserting In lieu thereof
a semicOlon

(4) Section 210(k) of such Act Is repealed.
(8) Section 211(c)(1) of such Act Is

amended by striking out "and in which"
and all that follows and inserting in lieu
thereof a semicolon,

(6) Section 211(c)(2)(E) of such Act Is
amended by striking out "with respect to
fees" and all that follows and inserting in
lieu thereof ", and".

(e)(1) Clause (A) in the second sentence
of section 1402(b) of the Internal Revenue
Code of 1954 Is amended by striking out
"under an agreement" where it ffrst appears
and all that foUows down through "em-
ployees), or", and by striking out the corn-
ma before "as would be wages".

(2) Section 1402(c)(1) of such Code is
amended by striking out "and in which"
and all that follows and Inserting in lieu
thereof a semicolon.

(3) Section 1402(c) (2) (E) of such Code is
amended by striking out with respect to
fees" and all that follows and Inserting in
lieu thereof ", and".

(4) SectIon 8121(b)(10)(B)(li) of such
Code is amended by striking Out ", unless"
and all that follows and inserting in lieu
thereof a semicolon.

(5) Section 8121(j) of such Code is re-

(6) Section 6511(d)(5) of such Code is
repealed.

(f) The amendments and repeals made by
subsections (b), (c), (d), and (e) (1)

through (5) of this section shall be effective
with respect to servioe performed after De-
cember 1981. Subsection (e) (6) shall be ef-
fective 'with respect so claims accruing after
December 1981.

COVERAGE OF EMPLOYEEs or NONPROFIT
ORGANIZATION5

Sac. 303. a)l) Sect.1on3121(k)(1) of the
Internal Revenue Code of 1954 (relating to
waiver of exemption by organization) Is
amended—

(A) by striking out "The period" In the
fir& sentence of aubparagraph (D) and in-
serting in lieu thereof "Subject to subpara-
graph (0), the period"; and

B) by adding at the end thereof the fol-
lowing new subparagraph:

"(0) No period for which a certificate is
effective may be terminated under subpara-
graph (D) or paragraph (2) unless the ap-
plicable advance notice referred to in such
subparagraph or paragraph is given on or
before Setember 13, 1977.".

(2) Section 2121(k)(2) of such Code (re-
lating to termination of waiver period by
Secretary) Is amended by striking out "If"
and inserting in lieu thereof "Subject to
paragraph (1) (0), If".

(b) Effective with respect to service per-
formed after December 1981—

(1) section 210(5) (8) of the Social Secu-
rity Act Is amended—
(A) by striking out "(A)" immediately

after "48)".
(B) by striking out "this subparagraph"

where it first appears and inserting in lieu
thereof "this paragraph", and

(C) by striking out subparagraph (B):
(2) section 3121(b) (8) Of the Intrnal

Revenue code of 1984 is amended—
(A) by striking out "(A)" immediately

after "(8)",
(B) by striking out "this subparagraph"

where it first appears and Inserting In lieu
thereof "this paragraph", and

(C) by striking out subparagraph (B); and
(3) sectson8l2l(k) of such Code (relating

to exemption of religious, charitable, and
certain other organizations) is repealed.
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CRmITING OF CERTAIN STATE AND LOCaL SERVICE,

£155 ThIN szavicz sos ISONPROFIT OR-
GANIZATIONS, PI*PORRSm l'flIOR DO THE El'-
rzcnvs nat's ow oovinsos
Bzc. 804. Section 21.3 of the Social Security

Act Is amended by adding at the end thereof
the following new subsection:

"Crediting of Certain State and Local Ser-
Ice, and Certain Service for Nonprofit Or-
ganizations, Performed Prior to Effective
Date of Coverage

"(d) In the case of any individual who—'
"(l)(A) performs service in the employ

of a State or pplltical subdivision or any
Instrumentality of any one or more of the
foregoing which is wholly owned thereby
(and derives at least six quarters of cover-
age therefrom) on or after the effective date
of the repeal of section 210(a) (7) by section
302 of the Social Security Financing Amend-
ments of 1977, and

"(B) also performed service in the employ
of a State or political subdivision or any
such Instrumentality prior to such date, or

"(2) (A) performs service in the employ of
a religious, charitable, educational, or other
organization described in section 501 (c) 13)
of the Internal Revenue Code of 1954 which
is exempt from Income tax under section
501(s) of such Code (and derives at least six
quarters of coverage therefrom) on or after
the effective date of the repeal of section
21St a) (8) (B) by section 303 of the Social
Security Financing Amendments of 1977, and

"(B) alsoperformed service in the employ
of such an organization prior to such date,
each calendar quarter in which such In-
dividual performed service described in sub-
paragraph (B) of paragraph (1) or (2)
(whichever is applicable) shall, If it is not
otherwise a quarter of coverage, be treated
(under regulations prescribed by the Secre-
tary) as a quarter of coverage for all the
purposes of this title.".
EXCLUSION FROM COVERAGE OF CERTAIN LIIGI'TED

PARTNERSHIP INCOME
8cc. 805. (a) Section 211(a) of the Social

Security Act is amended—
(1) by striking out "and" at the end of

paragraph (9);
(2) by striking out the period at the end

of paragraph (10) and inserting in lieu
thereof "; and"; and

(3) by inserting after paragraph (10) the
following new paragraph:

"(11) There shall be excluded the dis-
tributive share of any item of income or loss
of a limited partner, as such, other than
guaranteed payments described in section
707(c) of the Internal Revenue Code of 1954
to that partner for services actually rendered
to or on behalf of the partnership to the ex-
tent that those payments are ekiablished to
be In the nature of remuileratlon for those
services.",

(b) Section 1402 is) of the Internal Reve-
nue Code of 1954 (relating to definition of
net earnings fronl self-employment) is
amended—

(1) by striking out "and" at the end' of
paragraph (10):

42) by striking out the period at the end
of paragraph (11) and inserting in lieu
thereof "; and"; and

(3) by inserting after paragraph (11) the
following new paragraph:

"4 12) there shall be excluded the distrIbu-
tive share of any Item or income or lose of
a limited partner, as such, other than guar-
anteed payments described In section 701
(c) to that partner for services actuay ren-
dered to or on behalf Of the parthemhip to
the extent that those payments are estab-
liaIsed to be In the nature of remuneration
for those services.",

(c) The amendments made by this section
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shall apply With respect to taxable years be-
ginning alter December 81. 1977.
TAX ON EMPLOYEES OS' DqDIVIDOALS WHO El-

CEIVE INCOME FROM TIPS

SEc. 806. (a) Section 8121 of the Internal
Revenue Code of 1954 (definItions under
Federal Insurance Contributions Act) is
amended by adding at the end thereof the
following new subsection:

(a) SpECIAL RuLE POE DETERMINING WAGES
SUBJECT ro EMPLOYER TAX Ui CASE 01' CERTAIN
EMPLOYERS Waosz Esspx.oyszs RECEIVE IN-
cosx FROM 'tIps.—If the wages paid by an
employer with respect to the employment
during any month of an individual who (for
services performed in connection with such
employment) receives tips which Constitute
wages, and to which section 3102(a) applies.
are less than the total amount which would
be payable (with respect to such employ-
ment) at the minimum wage rate appllcable
to such in4lvidual under tection 6(a) (1)
of the Fair Labor Standards Act of 1938 (de-
termIned without regard to section 8(m) of
such Act), the wages so paid shall be deemed
for purposes of section 8111 to be equal to
such total amount.".

(b) Section 8111 of such Code is amended
by inserting "and (a)" after "3121(5)" in
subsections (a) and (b).

(c) The amendments made by this section
shall apply with respect to wages paid with
respect to employment performed in months
after December 1977.
REVOCATION OF ZEIMPrION FROM COVERAGE ST

CLERGYMEN

Szc. 801. (a) Notwithstanding section
1402(e) (3) of the Internal Revenue Code
of 1954, any exemption which has been
received under section l402(e(l) of such
Code by a duly ordained, commissioned, or
licensed minister of a church or a Christian
Science practitioner, and which is effective
for the taxable year in which this Act is
enacted, may be revoked by filing an appll-
cation therefor (in such form and manner,
and with such official, as may be prescribed
in regulations made under chapter 2 of such
Code), if such application Is filed—

(1) before the applicant becomes entitled
to benefits under section 202(a) or 228 of the
Social Security. Act (without regard to eec-
tion 202(fl(1) or 223(b) of such Act), and

(2) no later than the due date of the
Federal income tax return (including any
extension thereof) for the applicant's first
taxable year beginning after the date of the
enactment of this Act.
Any such revocation shall be effective (for
purposes of chapter of the Internal Rev-
enue Code of 1954 and title II of the Social
Security Act), as specified in the applica-
tion, either with respect to the applicant's
first taxable year ending on or after the date
of the enactment of this Act or with respect
to the applicant's first taxable year beginning
after such date, and for all succeeding tax-
able years; and the applicant, for any such
revocation may not thereafter again file ap-
pucation for an exemption under such sec-
tion 1402(e) (1). If the application is filed
on or after the due date of the applicant's
first taxable year ending on or after the' date
of the enactment of this Act and is effective
with respect to that taxable year, it shall in-
clude or be accompanied by payment in full
of an amount equal to the total of the taxes
that would have been imposed by section
1401 of the Internal Revenue Code of 1954
with respect to 5.11 of the applicant's income
derived in that taxable year which woUld
have constituted net earnings from self-
employment for purposes of chapter 2 of
such Code (notwithstanding section 1402(o)
(4) or (c) (5) of such Code) except for the
exemption under section 1402(e) (1) o such
Code.

(b) Subsection (a) shall apply pith re-
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spect to service performed (to the extent
specified in such subsection) in taxable years
ending on or after the date of the enactment
of this Act, and with respect to monthly
insurance benefits payable under title II of
the Social Security Act on the basis of th
wages and self-employment income of any
individual for months in or after the calen-
dar year in which such individual's applica-
tion for revocation (as described in such sub-
section) is filed (and lump-sum death pay-
ments payable under such title on the basis
of such wages and self-employment income
in the case of deaths occurring in or after
such calendar year).
INTERNATIONAL AGR'EMENTS WITH RESPECT TO

SOCIAL SCTRITY BENEFITS
SEC. 308. (a) Title II of the Social Security

Act is amended by adding at the end thereof
the following new section:

"INTERNATIONAL AGREEMENTS

Purpose of Agreement
"Sxc. 233. (a) The President is authorized

to enter into agreements establishing totali-
zation arrangements between the social
security system established by this title and
the social security system of any foreign
country, for the purposes of establishing en-
titlement to and the amount of old-age, sur-
vivors, disability, or derivative benefits based
on a combination of an individual's periods
of coverage under the social security system
established by this title and the social secur-
ity system of such foreign country.

"Definitions
(b) For the purposes of this section—

"(1) the term 'social security system'
means, with respect to a foreign country, a
focial insurance or pension system which Is
of general application in the country and
under which periodic benefits, or the ac-
turial equivalent thereof, are paid on ac-
count of old age, death, or disability; and

"(2) the term 'period of coverage' means
a period of payment of contributions or a
period of earnings based on wages for em-
ployment or on self-employment income, or
any similar period recognized as equivalent
thereto under thIs title or under the social
securfty system of a country which is & party
to an agreement entered into under this sec-
tion.
"Crediting Periods of Coverage; Conditions

of Payment of Benefits
"(c) (1) Any agreement establishing a to-

tallzation arrangement pursuant to this sec-
tion shall provide—

"(A) that in the case of an individual who
has at least 6 quarters of coverage as defined
in section 213 of this Act and periods of
coverage under the social security system of
a foreign country which is a party to such
agreement, periods of coverage of such indi-
vidual under such social security system of
such foreign country may be combined with
periods of coverage under this title and
otherwise considered for the purposes of
establishing entitlement to and the amount
of old-age, survivors, and disability insurance
benefits under this title;

"(B) (i) that employment or self-employ-
ment, or any service which is recognized as
equivalent to employment or self-employ-
msnt under this title or the social security
system of a foreign country which is a party
to 'such agreement, shall, on or after the
effectivQ date of such agreement, result in a
period of coverage under the system estab-
lished under this title or under the system
established under the laws of such foreign
country, but not under both, and (II) the
methods and conditions for determining
under Which sy8tem employment, self-
employment,, or other service shall result in'
a period of coverage; and

(O) that where an individual's periods of
Coverage are combIned the benefit amount
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payable under this title shall be based on
the proportion of such individual's periods
of coverage which was completed under 1this
title.

"(2) Any such agreement may provide
that—

"(A) an individual who is entitled to cash
benefits under this title shall, notwithstand-
ing the provisions of section 202(t), receive
such benefits while he resides in a foreign
country which is a party to such agreement;
and

"(B) the benefit paid by the United States
to an individual who legally resides in the
United States shall be increased to an
amount which, when added to the benefit
paid by such foreign country, will be equal
to the benefit amount which would be pay-
able to an entitled individual based on the
first figure in (or deemed to be in) column
IV of the table in section 215(a) in the case
of an individual becoming eligible for such
benefit before January 1, 1919, or based on
a primary Insurance amount determined un-
der section 2l5(a)(l)(C)(i)(I) in the case
of an individual becoming eligible for such
benefit on or after that date.

"(8) Section 226 shall not apply in the
case of any individual to whom it would
not be applicable but for this section or any
agreement or regulation under this section.

"(4) Any such agreement may contain
such other provisions, not inconsistent with
this section, as the President deems appro-
priate.

"Regulations
"(d) The Secretary of Health, Education.

and Welfare shall make rules and regula-
tions and establish procedures which are
reasonable and necessary to implement and
administer any agreement which has been
entered into in accordance with this section.

"Reports to Congress; Effective Date of
Agreements

"(e) (1) Any agreement to establish a
totalization arrangement entered into pur-
suant to this section shall be transmitted by
the President to the Congress.

"(2) Such an agreement shall become
effective on any date, provided in the agree-
ment, which occurs after the expiration of
90 days on each of which at least one House
of Congress is in session following the date
on which the agreement is transmitted in
accordance with paragraph (1)

(b) (1) Section 1401 of the Internal Rev-
enue Code of 1954 is amended by adding
at the end thereof the following new
subsection:

"(c) RzLxxr FROM TAXES IN CASES Covzaxn
BY CERTAIN INTERNATIONAL AGREEMENTS.—
During any period in which there is in effect
an agreement entered into pursuant to sec-
tion 233 of the Social Security Act with any
foreign country, the self-employment in-
come of an individual shall be exempt from
the taxes imposed by this section to the
extent that such self-employment income t
subject under such agreement to taxes or
contributions for similar purposes under the
social security system of such foreign
country.".

(2) Sections 3101 and 3111 of such Code
are each amended by adding at the end
thereof the following new subsection:

"(c) RxuEr FRoss TaxEs IN CASES COVERED
BY CERTAIN INTERNATIONAL AGREEMENTS.—
During any period in which there is in efrect
an agreement entered into pursuant to see-
tion 233 of the Social Security Act with any
foreign country, wages received by or paid
to an individual shall be exempt from the
taxes imposed by this section to the extent
that such wages are subject under such
agreement to taxes or contributions fur
similar purposes under the social security
system of such foreign country.".

(3) SectIon 6051(a) of such Code Is
amended by adding at the end thereof the
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following new sentence: "The amounta ye-

quired to be 8hOwn by peragraph (5) shftII
not Include wages which are exempted pur-
suant to sections 3101(0) and 8111(0) from
the taxes tmposed by 8ection6 8101 and

8111,".
(4) Notwftbat.anding any other provision

of law, taxes paid by any Individual to any
foretgn country with respect to any period
of employment or Bell-employment Which is
covefed under the socta 8ecurity system of

such foreign country In accordance wfth the
terms of an agreement entered into purBuant
to Bection 233 of the Social Security Act
shall not, under the Income tax laws of the
United States, be deductible by, or credit-
able against., the income tax of. any such
tndivldusl.
vALmATIoN OF PAST SOCIAL SECURITY COVEEAC

JOR CERTAIN ILLINOIS POLICEMEN AND FIRE-
MEN

SEc. 809. (a) Notwithstanding the prOvi-
Bions of subsection (d) (5) (A) of section 218
of the Social Security Act and the references
thereto In subsections (d) (1) and (d) (8) of
Buch Bection 218 (but 8ubject to subsection
(b) of this section), the agreement with the
State of Illinois heretofore entered into pur-
suant to 8uch section 218 shall be deemed
to apply to all services which were performed
prior to December 31, 1977, by any individual
employed by such State or any political sub-
division thereof in a policeman's or fireman's
poettion covered by the Illinois Municipal
Retirement Fund, and with respect to which
8uch State has paid to the Secretary of the
Treasury the sums prescribed pursuant to
subsection (e) (1) (A) of such 8ection 218 at
the time or times established pursuant to
5uch Bubsection (but only if there has been
no refund of the sums so paid or, If a refund
of part or all of 8uch sums has been obtained,
the State of Illinois repays to the Secretary
of the Treasury the amount of such refund
within ninety days after the date of the en-
actment of this Act).

(b) Subsection (a) shall not apply with
respect to services performed by individuals

• employed by any political 8ubdlvision which
Indicatee, in 8uch manner and within 8uch
period as the Secretary 8hall prescribe, that
it does not wish 8uch Bubsection to apply
with respect to those services.

COVERAGE FOR POLICM!N AND TUEMEN IN
M!SSISSIPPI

Sic. 810. Section 218(p) (1) of the Social
Security Act is amended by inserting Mis-
sissippi," after "Maryland,".
COVERAGE VNDER DIVIDED EETIREMENT SYSTEM

P01 STATE AND LOCAL LMPLOYEES IN NEWma
81c. 811. Section 218(d) (6) (C) of the So-

cial Security Act is amended by Inserting
°New Jersey.". after "Nevada,",

COVIRAC OF SPVICE VIThP2 WISCONSU
RETmEMENT BYBTEM

SEc. 812. Section 218(m) (1) of the Social
Security Act is amended by Inserting after
"Wisconsin retirement fund" the following:
°or any successor 8ystem".

CONFOflMING AMENDMENTS
Szc. 818. (a) (1) Section 210(a) of the So-

cial Security Act (as amended by the preced-
thg proviBions of this title and by section
601) 28 further amended by redesignating
paragraphs (7) through (20) a paragraphs
(5) through (18),respectively.

(2)(A) Section 205(o) of euch Act 1
amended by 8trlklng out "section 210(a) (9)"
and inserting in lieu thereof "section 210(a)
(7) ".

(B) Section 210(b) of such Act is afliended
by 8trlking out "paragraph (9) of eubsection
(a)" and Inserting in lieu thereof "paragraph
(7) of enbection (a)".

(C) Section 211(c)(2) of such Act Is
amended—
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(i) by Btrlking out section 210(a)(14)
(B)" in eubpaagraph (A) and inserting in
lieu thereof "8ection 210(a)(12)(B)";

(ii) by Btrlking out "section 210(a) (16)"
in 8ubparagraph (B) and inserting in lieu
thereof "8ection 210(a)(14)"

(Ili) by 8trlking out "section 210(a) (11),
(12), or (15)" in subparagraph (C) and in-
Berting in lieu thereof "section 210(a) (9),
(10),or (13)"; and
(iv) by 8triking out "section 210(a) (20)"

in subparagraph (F) and Inserting in lieu
thereof "section 210(a) (18)".

(b)(1) Section 3121(b) of the Internal
Revenue Code of 1954 (relating to (efinition
of employment), as amended by the preced-
ing provisions of this title and by section
612, is further amended by redesignating
paragraphs (7) through (20) as paragraphs
(5) through (18), respectively.

(2)(A) Section 1402(c)(2) of such Code
(relating to definition of trade or business)
is amended—

(i) by striking out "section 3121(b) (14)
(B)" in 8ubparagraph (A) and inserting in
lieu thereof "section 3121(b) (12) (B)";

(ii) by 8trlking out "section 3121(b)(16)"
in subparagraph (B) and inserting in lieu
thereof "8ection 3121(b) (14)";

(iii) by striking out "8ection 3121(b) (11),
(12), or (15)" in subparagraph (C) and in-
serting in lieu thereof "section 8121(b) (9),
(10), or (13)"1 and

(iv) by 8trlking out section 3121(b) (20)"
in subparagraph (F) and Inserting in lieu
thereof "Section 3121(b)(18)"

(B) Section 3121(c) of 8uch Code (relating
to included and excluded service) is amended
by striking out "by 8ubsection (b)(9)" and
inserting in lieu thereof "by 8ubsection (b)(7)".

(C) Section 3121(r) (3) of such Code (re-
lating to election of coverage by religious or-
ders) is amended by striking out "subsectioi
(b)(8)(A)" and "section 210(a) (8) (A)" andinserting in lieu thereof "subsection (b) (6)"and "section 210a) (6)", respectively.

(D) Section 3124 of such Code (relating toestimate of revenue reduction) i8 amended
by striking out "section 3121(b) (9)" and in.
serting in lieu thereof "êection 3121(b) (7)

(c) Section 18(2) of the Railroad Retire-
ment Act of 1974 is amended by striking out"section 210(a) (9) of the Social Security
Act" and inserting in lieu thereof "8ection
210(a) (7) of the Social Secunty Act".

(d) The amendmenta made by this section
shall apply with respect to 8ervice perfornied
after December 1981.
TITLE IV—IMINATION OF GENDER..

BASED DISTINCTIONS UNDER ThE OLD—
AGE, SUBVIVO, AND DISABILrrY IN-8URANQE PItOORAM

PAflT A—EQVALIZATION C TREATMj OF MEN
AND WOMEN UNDEa THE PROGRAM

DIVORC HUSBANDS
SEC. 401. (a) (1) Section 202(c) (1) of the

Social Security Act is amended, in the matter
preceding subparagraph (A), by Inserting
"and every divorced husband (as defined in
8ection 216(d))" before "of n individual"
and Inserting "or 8uch divorced huaband"ater "U such huaband",

(2) Section 202(c) (1) of such Act is fur-ther amended—
(A) by redesignating subparagraphs (C)and (1)) a 8ubparagrapI (1)) and (E), and

by inserting after subparagraph (B) the fox-lowing new aubparagraph
(C) in the case of a divorced husband, isnot married,";
(B) by striking out "after August 1950" in

the matter following 8ubparagraph (E) (as
so redeBignated) and

(0) by 8triklng out "the month in which
sxy of the following occure:" and all that
follows and Inserting in lieu thereof the fol-
lowing:
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the first month in which any of the follow-
ing occure:

"(F) he dIe8,
"(0) 8uch individual dies,
"(H) in the case of a hu8band, they are

divorced and either (i) he has not attained
age 62, or (ii) he has attained age 62 but hM
not been married to such individual for a
;eriod of 20 years Immediately before the
divorce became effective.

(I) in the case ofa divorced husband, he
nmrries a person other than Buch individual,

"(J) he becomes entitled to an old-age or
disability Insurance benefit based on a pri-
mary Insurance amount which is equal to or
exceeds one-half of the primary insurance
amount of such individual, or

"(K) such individual is not entitled to
disability insurance benefit8 and is not en-
titled to old-age insurance benefits.".

(3) Section 202(c)(3) of such Act is
amended by inserting "(or, in the ce of a
divorced husband, his former wife)" before
'for such month".

(4) Section 202(c) of such Act is amended
by adding after paragraph (3) the following
new paragraph:

"(4) In the caae of any divorced husband
who niarrie—

(A) . an individual entitled to benefits un-
de subsection (b), (e), (g), cc (h) of this
section, or

(B) an individual who ha8 attained the
age of 18 and is entitled to benefits under
subsection (d),
such divorced huaband'8 entitlement to
beneftt8 under this subsection shall, not-
withstanding the provisions of paragrsph
(1) (but 8ubject to sub6ection (s)), not be
terminated by reason of 8uch marriage.".

(5) Section 202(c)(2) of such Act is
amended by striking out "(C)" in the matter
immediately preceding subparagraph (A)
and inserting in l1eu thereof "(1)) ".

(6) Section 202(b)(3)(A) of such Act Is
amended by striking out "(f)" and insert-
ing in lieu thereof "(c), (f),"

(7) Section 202(c) (1) (E) of such Act (a
redesignated by paragraph (2) of this sub6ec-
tion) is amended by striking out "hifi wife"
and Inserting in lieu thereof "such individ-
ual".

(b)(1) Section 202(f)(1) of such Act Is
amended, in the matter preceding subpem-
graph (A), by inserUng "and every &urvtving
divorced huBband (as defined in section 216
(d))" before "of an individual" and Insert-
ing "or such surviving divorced husband"
after "If suoh widower".

(2) Section 202(f) (1) of such Act is fur-
ther amended by striking out "his deceased
wife" in subpamgraph (E) and in the matter
following subparagraph (0) and inzerting in
lieu thereof "such deceased individual',

(3) Paragraphs (3), (4), (6). and (7) O
section 202(f) of such Act are each amended
by inserting "or 8urviving divorced huabnd"
after "widower" wherever it appears.

(4) Paragraph (3) of section 202(f) of
such Act is further amended by 8triking out
"his deceased wife" wherever ib appears and
by inserting in lieu thereof "such deceased
individual", and by striking out "wife" wher-
ever it appears and inserting in lieu there-
of "individual".

(5) Section 202(f) (4) of such Act is fur-
thér amended by 8triking out "remarries"
and inserting in lieu thereof "marries", and
by inserting "or surviving divorced hus-
band's" after "widower'8".

(6) Section 202(e) (3) (A) of such Act is
amended by 8triking out "(f)" and inserting
in lieu thereof "(c), (f),".

(7) Section 202(g) (3)(A) of such Act is
amended by Inserting "(c) ." before "(f) ,",

(8) Section 202(h) (4) (A) of such Act is
amended by Inserting "(c) ," before °(e) ,",

(c)fl) Section 216(d) of such Act i
amended by redesignating paragraph (4) as



1111580

paragraph (8), and by Inserting after para-
graph (3) the following new paragraphs:

"(4) The term 'divorced husband' means a
man divorced from an individual, but d"nly if
he has been married to such Individual for $
period of 20 years Immediately before the
date the divorce became effective.

"(5) The term 'surviving divorced husband'
means a man divorced from an Individual
who has died, but only If he has been mar-
ried to the Individual for $ period of 20 years
immediately before the divorce became
effective,".

(2) The heading of sectIon 216(d) of such
Act is amended to read as io11owa

"Divorced 8pouaea; Divorce".
(d)(1) Section 205(b) of mach Act Is

amended by inserting "divorced husband,"
after "husband," and •'eurviving divorced
husband," after "widower,",

(2) Section 205(c)(1)(C) Of Such Act is
amended by inserting "surviving divorced
husband," after "wife,".
IILMARRU.OE OP suRVIVING SPOVSI n'oaz sos So

Sac. 402. Section 202(f) (1) (A) of the Social
Security Act is amended by striking out "has
not remarried" and inserting In lieu thereof
"is not married".

nLEcrrIluTs CHUD*EN
Sac. 403. (a) Section 216(h) (3) of the

Social Security Act is amended by inserting
"mother or" before "father" wherever i
appears.

(b) Section 216(h) (3) (A) (i) of such Act
is amended by striking out "daughter," at
the end of clause (ZU) and all that follows
and inserting In lieu thereof "daughter; or".

(c) Section 216(h)(3) (A) (ii) of such Act
Is amended by striking out everything after
"time" and inserting in lieu thereof "such
applicant's application for benefits was
Sled;".

(d) Section 216(h) (8) (B) (i) of such Act
Is amended by striking out "daughter," at
the end of clause (UI) and all that follows
and inserting in lieu thereof "daughter; or".

(e) Section 216(h) (3) (B) (ii) of Such Act
is amended by striking out "Such period of
disability began" and inserting in lieu
thereof "such applicants application for
benefits was Sled".

T*IINIITZONAL W5USZD STATUs
Sac. 404, (a) Section 227(a) of the Social

Security Act is amended—
(1) by striking out "wife" wherever it ap-

pears and inserting in lieu thereof "spouse";
(2) by striking out "wife's" wherever it

appears and insertlnj In lieu thereof
"spouse's";

(3) by striking out "she" wherever it
appears and inserting In lieu thereof "he
or she";

(4) by striking out "his" wherever Is ap-
pears and inserting in lieu thereof "his or
her"; and

(5) by inserting "or section 202(c)" after
"section 202(b)" wherever it appears,

(b) Section 227(b) and section 227(c) of
such Actare amended—

(1) by striking out "widow" wherever it
appears and inserting In lieu thereof "Sur-
viving spouse";

(2) by striking out "widow's" wherever it
appears and inserting In lieu thersof "sur-
viving spouse's";

(3) by striking out "her" wherever it ap-
pears and inserting in lieu thereof "the";
and

(4) by inserting "or section 202(f)" after
"section 202(e)" wherever It appears,

(c) Section 216 of such Act (as amended
by the preceding provisiona of this Act) Is
further amended by inserting before subsec-
tion (b) the following new subsection:

"Spouse; Surviving Spouse
"(a)(l) The term 'spouse' means a wife

as defined in subsection (b) or a husband
as defined in subsection (f).
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N(2) The term 'surviving spouse' means a
widow as defined In subsection (c) or a
widower as defined In subsection (g)
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Sso. 406. (a) Seotlon 228(b)(2) of the
Social Security Act Is amended—

(1) by striking out "the husband's benefit"
and inserting In lieu thereof "each of their
benefits":

(2) by striking out "$64.40" and inserting
In lieu thereof "$48.30"; and

(3) by striking out everything after "sec-
tion 215(i)" the first time it appears and
inserting in lieu thereof a period.

(b) Section 228(c) (3) of such Act Is
amended to read as follows:

"(8) In the case of a husband or wife,
both of whom are entitled to benefits under
this section for any month, the benefit
amount of each, after any reduction under
paragraph (1), shall be further reduced (but
not below zero) by the excess (if any) of (A)
the total amOunt of any periodic benefits
under governmental pension systems for
which the other is eligible for such month,
over (B) the larger of $48.80 or the amount
most recently established in lieu thereof
under section 215(i)

(c) The Secretary shall increase the
amounts specified In section 228 of the So-
cial Security Act, as amended b? this section,
to take account of any general benefit in-
creases (as referred to In section 215(i) (3) of
such Act), and any increases under section
215(i) of such Act, which occur after June
1974.

FATHER'S IN5tYRANCI SENEFITS
Sac. 406. (a) Section 202(g) of the Social

Security Act Is amended—
(1) by striking out "widow" wherever it

appears and inserting in lieu thereof "sur-
viving spouse";

(2) by striking out "widow's" wherever
it appears and inserting In lieu thereof
"surviving spouse's";

(3) by striking out "wife's insurance ben-
efits" in paragraph (1) (D) an& inserting In
lieu thereof "a spouse's insurance benefit";

(4) by striking out "he" in paragraph
(1) (D) and wherever it appears in paragraph
(8) and inserting in lieu thereof "such
individual";

(5) by striking out "her" wherever it ap-
pears and inserting In lieu thereof "his or
her";

(6) by striking out "she" wherever it ap-
pears and inserting in lieu thereof "he or
she";

(7) by striking out "mother" wherever it
appears and inserting in lieu thereof
"parent";

(8) by inserting "or father's" after "moth-
er's" wherever it appears;

(9) by strikIng out "after August 1950";
(10) by inserting "this subsection or"
before "subsection (a)" In paragraph (3)

(A); and
(11) by striking out "his" In paragraph (3)

and inserting in lieu thereof "his or her".
(b) The heading of section 202(g) of

such Act Is amended by inserting "and
Father's" after "Mother's".

(c) Section 216(d) of such Act (as
amended by section 401(c) (1) of this Act)
Is further amended by redesignating para-
graph (6) as paragraph (8). and by inserting
after paragraph (6) the following new
paragraphs:

"(6) The term 'surviving divorced father'
means a man divorced from an individual
who has died, but only if (A) he Is the
father of her son or daughter, (B) he legally
adopted her son or daughter while he was
married to her and while such son or daugh-
ter was under the age of 18, (0) sha legally
adopted his son or daughter while ho was
married to her and while such son or daugh-
ter was under the age of 18, or (D) ho was
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married to her at the time both of them
legally adopted a child under the age of 18.

"(7) The term 'surviving divorced parent'
means a surviving divorced mother as defined
In paragraph (3) of this subsection or a sur-
viving divorced father as defined in paragraph
(6).".

(d) Section 202(c)(1) of such Act (as
amended by section 401(a) (2) of this Act)
Is further amended by inserting "(subject to
subsection (a))" before "be entitled to" in
the matter following' subparagraph (E) and
preceeding subparagraph (F).

(e) Section 202(c)(1)(B) ofsuch Act is
amended by inserting after "62" the follow-
ing: "or (In the due of a husband) has in
his care (individuaUy or jointly with such
individual) at the time of filing such appli-
cation a child entitled to child's insurance
benefits on the basIs of the wages and self-
employment income of euc Individual".

(f) Section 202(c)(1) of such Act (as
amendbd by section 401(a) (2) (C) of this
Act) is further amended by redesignating the
new subparagraphs (J) and (K) as subpara-
graphs (K) and (L). respectively, and by
adding after subparagraph (I) the foUowing
new subparagraph:

"(J),In the case of a husband who has not
attained age 62, no child of such Individual
is entitled to a child's Insurance benefit,".

(g) Section 202(f)(1)(C) of such 4ct Is
amended by Inserting "(i)" after "(C)", by
adding "or" after "223,", and by inserting at
the end thereof the following new clause:

"(ii) was entitled, on the basis of such
wages and self-employment Income, to
father's insurance benefits for the month
preceding the month In which he attained

.age 65,".
(h) Section 202(f)(6) of such Act is

amended by striking out "or" at the end of
subparagraph (A), by adding "or", after the
comma at the end of subparagraph (B), and
by adding after and below subparagraph (B)
the following new subparagraph:

"(C) the last month for which he was
entitled to father's Insurance benefits on the
basis of the wages and self-employment in-
come of such individual,".

EFFECT 07 )(AEEIAGI ON CHILDHOOD
ox$ssn,rry EZNEPICIAIT

Sac. 407. (a) Section 202(d) (5) of the
Social Security Act Is amended by striking
out" a male Individual" In the matter follow-
ing subparagraph (B) and inserting in lieu
thereof "an individual".

(b) The amendment made by su-eection
(a) of this section shall be effective with
respect to benefits under title Il of the Social
Security Act for months after December 197'7,
but only in cases where the "last month"
referred to in section 202(d) (5) of such Act
is a month after December 1977.
EFFECT OP MARRL'.OE ON OTHER DEPENDENTS' OR

DEPENDENT SURVIVORS' BEN'rrS
Sac. 408. (a) Section 202(c) (4) of the So-

cial Security Act (as added by section 401(a)
(4) of this Act) is further amended by in-
serting before the period at the end thereof
the following: "; except that, in the case of
such a marriage to an individual entitled to
benefits under subsection (d), the preceding
provisions of this paragraph shaU not apply
with respect to benefits for months after the
last month for which such individual is en-
titled to such benefits under subsection (d)
unless she ceases to be so entitled by reason
of her death".

(b) Section '202(f) (4) of such Act is
amended by Inserting before the period at
the end thereof the following: "; except that,
in the case of such a marriage to an individ-
ual entitled to benefits under subsection (d),
the preceding provisions of this paragraph
shaU not apply with respect to benefits for
months after the last month for which such
individual is entitled to such benefits under
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subsection (d) unleas ebe censes to be o
entitled by rea8on of her death".

(c) Section 202(h)(4) of euch Act Ia
amended by striking out 'a male Individual"
in the matter following clause (B) and In-
ertlng in lieu thereof "an individual".

(d) The amendments made by this section
shall be effective with respect to benefits un-
der title II of the Social Security Act for
months after December 1977, but only in
cases where the "last month" referred to ifl
section 202(c) (4), 202(f) (4), 202(g) (3), or

202(h) (4) Is a month after December 1977.

TREATMENT OF SELP-EMPLOYMENT INCOME IN
COMMUNITY PROPTY BTATIS

SEc. 409. (a) Section 211(a) (5) (A) of the
Social Security Act and section 1402(a) (6)
(A) of the Internal Revenue Code of 1954 are
each amended by Btrlking out "husband un-
less the wife exercises substantially all of the
management and Control of such trade or

• business, in which case all of such grosa In-
come and deduction thall be treated as the
gross income and deductionE of the wife" and
inserting in lieu thereof "spouse who exer-
cises the greater management and control
over the trade or business, except that sucI
InCome and deductionB thall be divided
equally between the two spouses if each
spouse exercised the same amount of man-
agemeit and control over the trade or busi-
ness".

(b) The amendments made by subsection
(a) thalI be effective with respect to taxable
years beginning after December 1977.

CREDIT FOR CTA!N MILITARY 8ERVIC
SEc. 410. Section 217(f) of the Social Secu-

rity Act Is amended by striking out "widow"
each place it appears and inserting in lieu
thereof 'surviving spouse", and by striking
out "her" each place it appears in paragraph
(2) and inserting in lieu thereof "his".

CONPORMINO AMENDMENTS
SEC. 411. (a) Section 202(b) (3) (A) of the

Social Security Act (as amended by section
401(a)(6) of this Act) Is further amended
by inserting °(g)," after "(f),".

(b) Section 202(p)(1) of such Act 13
amended by striking out "8ubparagraph (C)
of subsection (c) (1)" and inserting in lieu
thereof "subparagraph (D) of subsec-
tion (c)(1)".

(c) Section 202(q)(3) of such Act Is
amended by inserting 'or surviving divorced
husband" after "widower" in subparagraphs
(E), (F), and (0).

(d) Section 202(q)(S) of such Act Is
amended—

(1) by ln2erting "husband's or" before
'wife's" each place it appears;

(2) by inserting "he or" before she" each
place it appears;

(3) by Inserting "his or" before "her" each
place it appears;

(4) by striking out 'the woman" in sub-
paragraph (B) (ii) and "a woman" in sub-
paragraph (C) and inserting in lieu thereof
"the individual" and 'n individual", re-
Spectively; and

(5) in subparagraph (D), by inserting
'widower's or" before "widow's"; by insert-
ing "wife or" before "husband" each place it
appears; by inserting "wife's or" beoro
"husband's" each place it appears; and by
inserting "father's or" before 'mother'8".

(e)(1) Section 202(q)(6)(A)(i) of such
Act is amended by striking out "or husband's.
insurance" in subdivision (I), and by Insert-
ing 'or husband's" after "wife's" in subdivi-
sion (II).

(2) Section 202(q)(7) of such Act is
amended, in subparagraph (B), by inserting
°husband's or" before 'wiZes", by Inserting
"he or" before "she", and by Inserting "hIs
or" before "her", and in subparagraph (D)
by Inserting "or widower's" after "widow'8".

(f) (1) Section 202(5) (1) of such Act Is
amended by inserting "(c) (1)," after "(b)
(1),".

(2) Section 202(s) (2) of such Act Ja
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amended by inserting "(c) (4)," stter
(3) ,".

(3) Section 202(s)(3) of uch Act Ia
amended by 1nsertlng '(c)(4)," after (b)
(3),", and by Ineerting '(f)(4)," after "(0)
(3),".

(g) Section 203(a) (3) of such Act (as In
effect in December 1977) Is amended by fl-
serting °, or as a divorced hu8band under
section 202(c) or as a surviving divorced
husband under section 202(f)," after "sec-
tion 202(e)", by striking out "the" nd in-
serting in lieu thereof "he or the", and by
inserting "or divorced husband or surviving
divorced husband" after "such divorced wife
or surviving divorced wife".

(h) The third sentence of section 203(b)
of such Act is amended by inserting "or
father's" after "mother's".

(i) The text of section 203(c) of such Act
Is amended to read as follows—

"(c) Deductions, in such amounts and at
euch time or times as the Secretary shall
determine, shall be made from any payment
or payments under this title to Which an in-
dividual Is entitled, until the total of BucI
deductions equals such indlvidual'8 benefita
or benefit under section 202 for any month—

"(1) in which such individual Is under
the age of seventy-two and on seven or more
different catendar days of which such indi-
vidual engaged in nonCovered remunerative
ctlvity outside the United States; or

"(2) in which such individual, if a wife or
husband under age sixty-five entitled to a
wife's or husband's insurance benefit, did
not have in his or her care (individually or
jointly with his or her spouse) a chud of
such SPOUSO entitled to a child's insurance
benefit and such wife's or husband's Insur-
ance benefit for such month was not reduced
under the provIsions of section 202(q); or

"(3) in which such individual, if a widow
or widower entitled to a mother's or father's
ln2urance benefit, did not have in his or her
cee a chUd of his or her deceased spouse
entitled to a child's insurance benefit; or

'(4) in which such an individual, if a
surviving divorced mother or father entitled
to a mother's or father's inBurance benefit,
did not have in his or her care a child-of his
deceased former spouse who (A) is hIs or
her son, daughter, or legally adopted child
and (B) is entitled to a childs insurance
benefit on the bazis of the wages and self-
employment income of such deceased former
spouse.
For purposes of paragraphs (2), (3) ,and (4)
of this 8ubsection, a child shall not be con-
sidered to be entitled to a child's ln2urance
benefit for any month in which paragraph
(1) of section 202(s) applies or an event
specified in section 222(b) occurs with
respect to such child. Subject to paragraph
(3) of such section 202(s), no deductions
shall be made under this subsection from
any chUd's ln2urance benefit8 for the month
in which the child entitled to such benefit
attained the age of eighteen or any sub-
sequent month; nor shall any deduction be
made under this subsection from any widow's
insurance benefits for any month in which
the widow or surviving divorced wife Is en-
titled and has not attained age sixty-five (but
only if the became so entitled prior to at-
taining age sixty), or from any widower'8 in-
suraiice benefit for any month in which the
widower or surviving divorced husband is en-
titled and has not attained age sixty-five (but
only if he became so entitled prior to attain-
ing age sixty).".

(j) Section 203(d) of such Act is amended
by Inserting "divorced husband," after "hus-
band," in paragraph (1), and by ln2erting
"or father's" atter "mother's" each place it
appears in paragraph (2).

(k)(1) Section 205(b) of such Act (as
amended by section 401 (d) (1) of this Act) Is
further amended by inserting "surviving di-
vorced father," after "mother,".

(2) Section 205(c) (1) (C) of such Act (a
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amended by section 401(d) (2) of this Act)
is further amended by Inserting "surviving
divorced father," after °urviving divorced
mother,".

(1) Section 216(f) of such Act is amended
by inserting "(c)," b.foe "()" in clause (3)
(A).

(in) Section 216(g) of such Act is amended
by Inserting "(c)," before °(f)" in clause
(6)(A).

(n) Section 222(b) (1) of such Act Is
amended by striking out "or surviving di-
vorced wife" and ln2ertlng in lieu thereof ",
surviving divorced wife, or 5urviving divorced
husband".

(0) Section 222(b)(3) of such Act Is
amended by inBerting 'divorced husband,'
after "husband,".

(p) Section 222(b) (2) of such Act is
amended by inserting "or father's" after
"mother's" each place it appears.

(q) Section 222(d) (1) of such Act is
amended by thserting "and surviving di-
vorced husbanda" after 'for widowers" in
the matter following clause (iii).

(r) Section 223(d) (2) of such Act is
amended by striking out "or widower" where
that term appears in 8ubparagraphs (A) and
(B) and inserting in lieu thereof 'widower,
or surviving divorced husband".

(s) Section 225 of such Act is amended
by inserting "or surviving divorced husband"
after "widower".

(t)(1) Section 226(h)(3) of such Act is
amended to read as follows:

"(3) For purposes of determining entitle-
ment to hospital insurance benefits under
subsection (b), any disabled widow age 50
or older who is entitled to mother's insur-
ance benefits (and who would have been en-
titled to widow's insurance benefits-by rea-
son of disability if she had filed for such
widow's benefits), and any disabled widower
who is entitled to father's insurance bene-
fits (and who would have been entitled to
widower's insurance benefits by reason of
disability if he had filed for such widower's
benefits.), shall, upon application for such
hospital insurance benefits, be deemed to
have flied for such widow's or widowers
benefits.".

(2) For purposes of determining entitle-
ment to hospital insurance benefits under
ction 226(h) (3) of the Social Security Act,
as amended by paragraph (1) of this subsec-
tion, an individual becoming entitled to such
ho8pital insurance benefits as a result of the
amendment made by such paragraph shall,
upon furnishing proof of such disability
Within twelve months after the month of
enactment of this Act, under such procedures
as the Secretary may prescribe, be deemed
to have been entitled to the widow's or wid-
ower's benefits referred to in such section
226(h) (3), as so amended, as of the time
eich individual would have been entitled to
such widow's or widower's benefits if he or
she had filed a timely application therefor.

EFFEC'rIVt DATE

SEC. 412. Except as Otherwise specifically
provided in this part, the amendments made
by this part shall apply only with respect to
monthly benefits payable under title II of
the Social Security Act for months after
December 1977.

PART B—Emcr OF MARRIAGE, REMARRIAGE,
AND DIVORCE ON BENEFIT ELIGIBILITY

ELIMINATION OF MARRIAO OR REMARRIAGE AS
FACTOR TERMINATING OR REDUCING BENE-
FITS

SEC. 415. (a)(l) Section 202(b) (1) of the
Social Security Act Is amended—

(A) by adding "and" t the end of subpara-
graph (B),

(B) by 8trlking out subparagraph (C),
(C) by striking out subparagraph (B), and
(D) by redesignating subparagrapha (D),

(E), (P), (0), (I), (J), and (K) as subpara-
grspha (C), (D), (E), (F), (0), (B), and (I),
respectively.
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(2) Section 202(b) of such Act Is fiu'ther

amended by striking out paragraph (3).
(b)(1) Section 202(o)(1) of such Act (as

amended by sectIons 401(a) (2) and 406(f) of
this Act) Is amended—

(A) by striking out subparagraph (C).
(B) by strik ag out subparagraph (I),and
(C) by redesignating subperagraphs (D).

(E), (F). (0), (H), (3). (g).and (L) assub-
paragraphs (C), (I)). (E), (F). (0), (H), (I),
and (J), respectively.

(2) Section 202(c) of such Act Is further
amended by striking out paragraph (4) (as
added by sectIon 401(a) (4) of this Act and
amended by section 408(a)).

(3) Section 202(c) (2) of such Act. (as
amended by sectIon 401 (a) (5) of this Act) Is

further amended by striking out "(I)) in the
matter immediately preceding subparagraph
(A) hnd inserting in lien thereof "(C)".

(c)(1) SectIon 202(d) (1) of such Act is
amended—

(A) by striking out "was unmarried and"
In subparagraph (B). and

(B) by striking out "or marries," in sub-
paragraph (D).

(2) Section 202(d) of such Act is further
amended by striking out paragraph (5). and
by redesignating paragraphs (6) through (9)
as paragraphs (5) through (B). respectively.

(d)(1) Section 202(e) (1) of such Act Is
amended—

(A) by striking out subparagraph (A).
(B) bystriklngout"paragraph(5)"insub-

paragraph (B) and inserting in Ueu thereof
"paragraph (8)".

(C) by striking out "subparagraph (B)" in
subparagraph (E) and inserting in lieu there-
of "subparagraph (A)".

(I)) by striking out "subparagraph (B)'.
"paragraph (6)", and "paragraph (5)" in
subparagraph (F) and inserting in lieu there-
of "subparagraph (A)". "paragraph (4)", and
"paragraph (8)". respectively.

(E) by striking out "remarries, dies." In
the matter following subparagraph (F) and
Inserting in lieu thereof "dies, or". and

(F) by redesignating subparagraphs (B)
through (F) as subparagraphs (A) through
(E). respectively.

(2) Section 202(e) (2)(A) of such Act is
amended by striking out ". paragraph (4) of
this subsection,".

(8) Section 202(e) of such Act Is further
amended by striking out paragraphs (8) and
(4). and by redesignating paragraphs (5),
(6). and (7) as paragraphs (8). (4), and
(5) , respectively.

(4) The paragraph of section 202(e) of
such Act redesignated as paragraph (3) by
paragraph (3) of this subsection Is amend-
ed by striking out "(1)B)(1I)" and Insert-
ing in lieu thereof "(1)(A) (ii)".

(5) The paragraph of section 202(e) of
such Act redesignated as paragraph (4) by
paragraph (8) of this subsection is amend-
ed—

(A) by striking out "paragraph (1)(F)"
and inserting In lieu thereof "paragraph (1)
(E)", and

(B) by striking out "paragraph (5)" and
Inserting in lieu thereof "paragraph (8)

(e)(1) Section 202(f)(1) of such Act (as
amended by the preceding provisions of this
title) is further amended—

(A) by striking out subparagraph (A).
(B) by striking out "paragraph (6)" in

subparagraph (B) and inserting in lieu
thereof 'paragraph (4)",

(C) by striking out "subparagraph (B)" in
subparagraph (F) and inserting in lieu there-
of "subparagraph (A)

(I)) bystrlking out "subparagraph (B)
"paragraph (7)", and "paragraph (6)" in
subparagraph (0) and inserting in lieu
thereof "subparagraph (A)", "paragraph
(5)". and "paragraph (4)", respectively,

(E) by striking out "remarrtes," In the
matter following subparagraph (0), and

(F) by redesignatlug subparagrapbs (B)
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through (0) .5 subparagrapha (A) through
(F) respectively.

(2) Section 202(f) (2) of such Act is
amended by striking otit "subparagraph (D)"
and inserting in Ueu thereof "subparagraph
(C)".

(3) Section 202(f)(8)(A) of Such Act is
amended by striking out ", paragraph (5) of
this subsection,".

(4) SectIon 202(f) of such Act is further
amended by striking out paragraphs (4) and
(5), and by redesignating paragraphs (6),
(1'. and (8) as paragraphs (4), (6), and
(6). respectively.

(5) The paragraph of section 202(f) of
such Act redesignated as paragraph (4) by
paragraph (4) of this subsection Is amended
by striking out "(l)(B)(ii)" and inserting
in lieu thereof "(1) (A) (ii)

(6) The paragraph of section 202(f) of
such Act redesignated as paragraph (5) by
paragraph (4) of this subsection is amended
by striking out "paragraph (1)(0)" and
"paragraph (6)" and inserting in lieu there-
of "paragraph (1)(F)" and "paragraph (4)".
respectively.

(f) (1) Section 202(g) (1) of such Act (as
amended by sectIon 406(a) of this Act) is
further amended—

(A) by striking out subparagraph (A),
(B) by striking out "subparagraph (E)" in

subparagraph (F) (i) and inserting in lieu
thereof "subparagraph (D) ",

(C) by striking out "he remarries," in the
matter following subparagraph (F), and

(D) by redesignating subparagraphs (B)
through (F) as subparagraphs (A) through
(B), respectively.

(2) Section 202(g) of such Act is further
amended by striking out paragraph (8).

(g)(1) Section 202(h)(1) of such Act is
amended—

(A) by striking out subparagraph (C).
(B) by striking out "marries." in the mat-

ter following subparagraph (E) . and
(C) by redesignating subparagraphs (D)

and (E) as subparagraphs (C) and (D). re-
spectively.

(2) Section 202(h) of such Act is further
amended by striking out paragraph (4).

(h) (1) Section 202(k) (2) (B) of such Act
Is amended—

(A) by striking out "(other than an in-
dividual to whom subsection (e) (4) or (f)
(5) applies)", and

(B) by striking out the second sentence.
(2) Section 202(k)(3) of such Act is

niended—.
(A) by striking out "(A)" Immediately

before "If an individual is entitled to an old-
age or disability insurance benefit", and

(B) by striking out subparagraph (B).
(i) SectIon 202(p) (1) of such Act (as

amended by section 411(b) of this Act) is
further amended by striking out "subpara-
graph (D) of subsection (c)(1), clause (I)
or (ii) of subparagraph (D) of subsection (f)
(1)" and inserting in lieu thereof "subpara-
graph (C) of subsection (c) (1), clause (i)
or (ii) of subparagraph (C) of subsection
(f)(1)".

(j) (1) Section 202(s) (2) of such Act is
repealed.

(2) Section 202(s) (8) of such Act (as
amended by section 411 (f) (8) of this Act) is
further amended by striking out "so much
of subsections (b)(3). (c)(4). (d)(5). (e)
(3), (f)(4), (g)(8). and (h)(4) of this sec-
tion as follows the semicolon,".
DURATION-OF-MARRIAGE REQUThEMENT FOR DI-

voRcED SPOUSES AND SURVIVING DIVORCED
SPOUSES

Szc. 416. (a) Section 216(d) of the Social
Security Act Is amended by striking out "20
years" in paragraphs (1) and (2), and in
paragraphs (4) and (5) (as added by section
401(c) (1) of this Act), and Inserting in lieu
thereof in each instance "5 years".

(b) Section 202(b) (1) (F) of such Act (as
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redesignated by SeCtion 415(a) (1) (D) of this
Act) is amended by striking out "20 yearS"
and Inserting in lieu thereof "5 years".

(c) Section 202(c) (1) (0) of such Act (as
added by section 401(a) (2) (C) of this Act
and redesignated by section 415(b) (1) (C))
is amended by striking out "20 years" and
inserting in lieu thereof "5 years".

ESTECTIVE DATE

Sxc. 417. (a) The amendments made by
this part chali apply only with respect to
monthly benefits payable under title II of
the Social Security Act for months after De-
cember 1978, and, in the case of individuals
who are not entitled to benefits of the type
involved under such title for December 1978,
only on the basis of applications filed on or
after January 1. 1979,

(b) An individual whose entitlement to
monthly insurance benefits under subsection
(b), (c), (d), (e). (f), (g), or (h) of section
202 of the Social Security Act terminated on
account of such individual's marriage or re-
marriage, or on account of termination (ex-
cept by reason of death) of the benefits to
which such individual's spouse was entitled
under section 223(a) or section 202(d) (1)
(B) (Ii) of such Act, prior to January 1979.
may .again become entitled to such benefits
(provided no event which would otherwise
terminate such entitlement has since oc-
curred) beginning with January 1979 or. if

later, with the first month (after January

1979) In which he files application for such
reentitlement. The reentitlement of such In-
dividual to benefits under such subsection
(and the entitlement of other persons to
benefits under title II of the Social Security
Act to the extent related to such individual
or his entitlement) shall be treated for all
the purposs of title II of the Social Security
Act as though such reentitlement were the
individual's initial entitlement.

PART C—Svuny
STUDY OP PROPOSALS TO ELIMINATE DEPENDENCY

AND SEX DISCRIMINATION UNDER THE SOCIAL
srcuurrv PROGRAM
SEC. 421. (a) The Secretary of Health, Ed-

ucation, and Welfare, in consultation with
the Task Force on Sex Discrimination in the
Department of Justice, shall undertake and
carry out, within the Department of Health,
Education, and Welfare and the Social Se-
curity Administration, a detailed study of
proposals to eliminate dependency as a factor
in the determination of entitlement to
spouse's benefits under the social security
program, and of proposals to bring about
equal treatment of men and women in any
and all respects under such program, tak-
ing Into account the practical effects (par-
ticularly the effect upon women's entitle-
ment to such benefits) of such things as---

(1) changes in the nature and extent of
women's participation in the labor force.

-42) the increasing divorce rate, and
(3) the economic value of women's work

in the home. The study shall include ap-
propriate cost analyses.

(b) The Secretary shall submit to the Con-
gress within six months after the date of
the enactment of this Act a full and com-
plete report on the study carried out under
subsection (a).
TITLE V—CHANGES IN EARNINGS TEST

UNDER THE OLD-AGE, SURVIVORS,
AND DISABILITY INSURANCE PROGRAM

LIBERALIZATION OF EARNINGS FOR INDIVIDUALS
AGE 65 AND OVER

SEC. 501. (a) SectIon 203(f) (8) (A) of the
Social Security Act Is amended by striking
out "a new exempt amount which shall be
effective (unless such new exempt amount
is prevented from becoming effective by sub-
paragraph (C) of this paragraph) with re-
spect to any individual's taxable year which
ends after the calendar year" and inserting
lieu thereof "the new exempt amounts (sepa-
rately Stated for Individuals described in
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subparagraph (D) and for other individuals)
which re to be applicable (uniesa prevented
from becoming effective by subparagraph
(C)) with respect to taxable years ending
in (or with the close of) the calender year
after the calendar year".

(b) (1) SectIon 203(f)(8) (B) of such Act
Is amended by striking out "The exempt
amount for each month of a particular tax-
able year shall be" in the matter preceding
clause (i) and inserting in lieu thereof "ex-
cept as otherwise provided in subparagraph
(I)), the exempt amount which is appucable
to individuals described In such subpara-
graph and the exempt amount which Is ap-
plicable to other individuals, for each month
of a particular taxable year, shall each he".

(2) Section 203(f) (8) (B) (i) of such Act Is
amended by striking Out "the exempt
amount" and inserting in lieu thereof "the
corresponding exempt amount".

(3) The last sentence Of section 203(f) (8)
(B) of such Act is amended by striking out
"the exempt amount" and inserting in lieu
thereof "an exempt amount".

(c)(l) Section2o3(f)(8) of such Act is fur-
ther amended by adding at the end thereof
the following new subparagraph:

"(I)) Notwithstanding any other provision
of this subsection, the exempt amount which
is applicable to an individual who has at-
tained age 65 before the close of the taxable
year involved—

"(i) shall be $333.33,4 for each month of
any taxable year ending after 1977 and be-
fore 1979,

"(ii) shall be $375 for each month,.of any
taxable year after 1978 and before 1980. and

"(iii) shall be determined (under subpara-
graph (B)) for each month of any taxable
year ending after 1979 as though the dollar
amounts specified in clauses (i) and (ii) had
been determined (for the taxable years de-
acribed in such clauses) under subparagraph
(B).".

(2) No notification with respect to an in-
creased exempt amount for individuals de-
scribed in section 203(f) (8) (1)) of the So-
cial Security Act (as added by paragraph (1)
of this subsection) shall be required under
the last sentence of section 203(f) (8) (B) of
such Act in 1977 or 1978; and section 203(f)
(8) (C) of such Act shall not prevent the new
exempt amount determined and published
under section 203(f) (8) (A) in 1977 from be-
coming effective to the extent that such new
exempt amount applies to individuals other
than those described in section 203(f) (8) (1))
of such Act (as so added).

(d) Subsections (f)(1), (f)(3),(f)(4)(B),
and (h) (1) (A) of sectIon 203 Of such Act
are each amended by striking out "$200 or
the exempt amount" and Inserting in lieu
thereof "the applicable exempt amount".

(e) The amendments made by this section
shall apply with respect to taxable years end-
ing after December 1977.

ELIMINATION OF MONTHLY EARNINGS TEST
SEC. 502. (a) Clause (E) of the last sen-

tence of section 203(f) (1) of the Social Se-
curity Act (as amended by section 501(d)
of this Act) is further amended by inserting
before the period at the end thereof the fol-
lowing ", if such month is In the taxable
year in which occurs the first month that is
both (i) a month for which the individual
Is entitled to benefits under subsection (a),
(b), (c), (d), (e), (f), (g), or (h) of section
202 (without having been entitled for the
preceding month to a benefit under any
other of such subsections), and (ii) a month
in which the individual did not engage in
self-employment and did not render services
for wages (determined as provided in para-
graph (5)) of more than the exempt amount
as determined under paragraph (8)"

(b) The amendment made by subsection
(a) shall apply only with respect to monthly
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benefits payable for months after December
1977.

TTTRAT.T7.ATION 07 TEST FOR DETERMINING DE-
DUCTIONS ON ACCOUNT 07 )SONCOVZRZD WORK
OUTSIDE THE UNITED STATES

Ssc. 503. (a) Effective with respect to
months in taxable. years ending after 1977
and before 1979, subsections (c)(1), (d)(1),
and (d)(2) ofsection2o3ofthe8oclalfiecu-
rity Act (as amended by the preceding provi-
sions of this Act) are each amended by strik-
ing out "Seven or more" and inserting in lieu
thereof "nine or more".

(b) Effective with respect to months in
taxable years ending after 1978, subsections
(c)(l), (d)(1), and (d)(2) of such section
208 (as amended by subsection (a) of thi'
section) are each further amended by strik-
ing out "nine or more" and inserting in lieu
thereof "twelve or more".
TITLE VI—COMBINED SOCIAL SECURITY
AND INCOME TAX ANNUAL REPORTING

PART A—AMENDMENTS TO TITLE II OS' THE
Socw Szcuasrx A

ANNUAL CREDITING OP QUARTEdS OF COVERAGE
Sxc. 601. (a) (1) Sections 209(g) (3), 209(j),

210(a) (17) (A), and 210(f) (4) (B) of the So-
cial Security Act are each amended by strik-
ing out "quarter" wherever it appears and
inserting in lieu thereof "year".

(2) Sections 209(g) (3) and 209(j) of such
Act are each further amended by striking out
"$50" and inserting in lieu thereof $,100".

(3) (A) Section 209 of such Act Is amended
by striking out "or" at the end of subsection
(n), by striking out the period at the end of
subsection (0) and inserting in Ueu thereof

or", and by inserting after subsection (o)
the following new subsection:

"(p) Remuneration paid by an organiza-
tion exempt from Income tax under section
501 of the Internal Revenue Code of 1954 in
any calendar year to an employee for serv-
ice rendered in the employ of such organi-
zation, if the remuneration paid in such year
by the organization to the employee for such
service is less than $100.".

(B) Section 210(a)(10) of such Act (as
amended by section 302(d) (3) of this Act)
Is am6'nded by striking out "(10(A)" and all
that follows down through "(B) Service" and
inserting in lieu thereof "(10) Service", and
by redesignating clauses (i) and (ii) as sub-
paragraphs (A) and (B), respectively,

(b) Section 212 of such Act Is amended to
read as follows:
"CREDITING OF SELF-EMPLOYMENT INCOME TO

CALENDAR TEARS

"Szc, 212. (a) For the purposes of deter-
mining average monthly wage and quarters
of coverage the amount of self-employment
income derived during any taxable year
which begins before 1978 shall—

"(1) in the case of a taxable year which
is a calendar year, be credited equally to each
quarter of such calendar year; and

"(2) in the case of any other taxable year,
be credited equally to the calendar quarter
in which such taxable year ends and to each
of the next three or fewer preceding quar-
ters any part of which Is in such taxable
year.

(b) For the purposes of determining aver-
age Indexed monthly earnings, average
monthly wage, and quaters of coverage the
amount of self-employment income derived
during any taxable year which begins after
1977 shall—

"(i) in the case of a taxable year whlc1,
Is a calendar year or which begins with or
during a calendar year and ends with or dur-
ing such year, be credited to such calendar
year: and

"(2) in the case of any other taxable year,
be allocated proportionately tb the two cal-
endar years, portions of which are included
within such taxable year, on the basis of the
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number of months in each such calendar
year which are included completely within
the taxable year.
For purposes of clause (2), the calendar
month In which a taxable year ends shall be
treated as included completely within that
taxable year.".

(c) Section 213(a)(2) of such Act is
amended to read as follows:

"(2) (A) The term 'quarter of coverage'
means—

(i) for calendar years before 1978, and
subject to the provisions of subparagraph
(B), a quarter in which an 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 deter-
mined under section l2) with $100 or more
of self-employment income; and

"(ii) for calendar years after 1977, and
subject to the provisions of subparagraph
(B), each portion of the total of the wages
paid and the self-employment lncome cred-
ited (pursuant to section 212) to an indi-
vidual In a calendar year which equals $250.
with such quarter of coverage being assigned
to a specific calendar quarter in such cal-
endar year only if necessary in the case of
any individual who has attained age 62 or
died or.is under a disability and the require-
ments for Insured status in subsection (a)
or (b) of Section 214, the requirements for
entitlement to a computation or recomputa-
tion of his primary insurance amount, or
the requirements of paragraph (3) of sec-
tion 216(i) would not otherwise be met.

(B) Notwithstanding the provisions of
subparagraph (A)—

"(i) no quarter after the quarter in which
an individual dies shall be a quarter of cov-
erage, and no quarter any part of which is
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 an individual
in any calendar year equal to $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 calen-
dar year after 1954 and before 1959, or $4,800
in the case of a calendar year after 1958 and
before 1966, or $6,600 in the case of a calen-
dar year after 1965 and before 1968, or $7,800
in the case of a calendar year after 1967 and
before 1972, or $9,000 in the case of the cal-
endar year 1972, or $10,800 in the case of the
calendar year 1973, or $13,200 in the case of
the calendar year 1974, or an amount equal
to the contribution and benefit base (as de-
termined under section 230) in the case of
any calendar year after 1974 with respect
to which such contribution and benefit base
Is effective, each quarter of such year shall
(subject to clauses (I) and (v)) by a quarter
of coverage;

"(iii) if an individual has self-employment
income for a taxable 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 ending after 1954 and before
1959, or $4,800 in the case of a taxable year
ending after 1958 and before 1966, or $6,600
in the case of a taxable year ending after
1965 and before 1968, or $7,800 in the case
of a taxable year ending after 1967 and be-
fore 1972, or $9,000 in the case of a taxable
year beginning after 1971 and before 1973, or
$10,800 in the case of a taxable year begIn-
ning after 1972 and before 1974, or *13.200
In the case of a taxable year beginning after
1973 and before 1975, or an amount equal
to the contribution and benefit base (as de-
fined under section 230) which Is effective
for the calendar year in the case of any tab-
able year beginnlng in any calendar year
after 1974, each quarter any part of which
falls in such year shall (subject to clauses
(i) and (v)) be a quarter of coverage:

"(iv) if an individual is pald wages for
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agricultural labor in a calendar year after
1954 and before 1978, then, subject to Clauses
(i) and (v), (I) the last quarter of 8uch
year which can be but Is not otherwl8e a
quarter of coverage 8hall be a quarter of
coverage if such wages equal or exceed $100
but are less than $200; (II) 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; (III)
the last three 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 $300 but are less than
$400; and (IV) each quarter of such year
which Is not otherwise a quarter of coverage
8hall be a quarter of coverage if such wages
are $400 or more; -

(v) no quarter shall be counted as a
quarter of coverage prior to the beginning
of such quarter;

"(vi) not more than one quarter of cover-
age may be credited to a calendar quarter;
and

(vii) no more than four quarters of cover-
age may be credited to any calendar year
after 1977.
If in the case of an Individual who has at-
tained age 62 or died or Is under a disability
and who has been paid wages for agri-
cultural labor in a calendar year after 1954
and before 1978, the requirements for insured
status in subsection (a) or• (b) of section
214, the requirements for entitlement to a
computation or recomputation of hIs primary
Insurance amounts or the requirements of
paragraph (8) of section 216(i) are not met
ter assignment of quarters of coverage to
quarters in such year as provided in c1use
(iv) of the preceding sentences but would be
met If such quarters of coverage were as-
signed to different quarters in such year, then
such quarters of coverage shall instead be as-
signed, for purpose8 only of determining
compliance with such requirements, to such
different quarters. If, in the case of an
individual who did not die prior to Jan-
uary 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
insured atatus in section 214 (a) (3) are
not met because of hIs having too few
quarters of coverage but would be met If
his quarters of coverage in the first calen-
dar year in which he ha any covered em-
ployment had been determined on the basIs
of the period during which wages were earned
rather than on the basi' of the period dur-
lng which wages were paid (any such wages
paid that are reallocated on an earned basis
shall not be used in determining quarters
of coverage for subsequent calendar years),
then upon application filed by the individual
or his survivors and satisfactory proof of hiø
record of wages earned being furnished by
such individual or his Survivors, the quarters
of coverage in such calendar year may be
determined on the basis of the periods dur-
ing which wages were earned.".

(d) The amendments made by &ubsection
(a) shall apply with respect to remuneration
paid and services rendered after December 31,
1977. The amendments made by subsection8
(b) ftnd (c) thali be effective January 1
1978.

M3USTMENT IN AMOUNT EEQUED FOR A
QUART OW COWZAGE

SEC. 602. (a) Section 213(a) (2) (A) (ii) of
the Social Security Act, R8 amended by sec..
tion 601(c) of this Act, is amended by strik-
thg out "$250" and Inserting in lieu thereof
'the amount required for a quarter of cover-
age in that calendar year (as determined
under subsection (e) ) ".

(b) Section 213 of euch Act is further
amended by adding at the end thereof (ter
the new subeection added b7 section 304 of
this Act) the foflowlng new subsection:
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"Amount Required for a Quarter of Coverage
"(e) (1) The amount of wages and self-

employment income which an individual
must have in order to be credited with a
quarter of coverage in any year under sub-
section (a) (2) (A) (ii) shall be $250 in the
calendar year 1978 and the amount deter-
mined under paragraph (2) of this subsec-
tion for years after 1978.

"(2) The Secretary shall, on or before No-
vember 1 of 1978 and of every year there-
after, determine and publish in the Federal
Register the amount of wages and self-em-
ployment income which an individual must
have in order to be credited with a quarter of
coverage in the succeeding calendar year.
The amount required for a quarter of cov-
erage shall be the larger of—

"(A) the amount in effect in the calendar
year in which the determination under this
subsection is made, or -

(B) the product of the amount prescribed
in paragraph (1) which is requtred for a
quarter of coverage in 1978 and the ratio of
the average of the total wages (as defined
in regulations of the Secretary and com-
puted without regard to the limitations
specified in section 209 (a)) reported to the
Secretary of the Treasury or his delegate for
the calendar year before the year in which
the determination under this paragraph is
made to the average of the total wages (as
so defined and computed) reported to the
Secretary of the Treasury or his delegate for
1976 (as publi8hed in the Federal Register
in accordance with section 215(a)(l)(D)),
with such product, If not a multiple of $10.
being rounded to the next higher multiple of
$10 where such amount is a multiple of $5
but not of $10 and to the nearest multiple of
$10 in any other case.".

(c) The amendments made by this section
shall be effective Jauary 1, 1978.

ECHNXCAL AND CONFORMING AMENDMEN15

SEC. 603. (a)(1) Sectio 203(f)(8)(B)(i)
of the Social Security Act is amended by
striking out "was" wherever it appears and
inserting in lieu thereof "is".

(2) Section 203(f) (8) (B) (ii) of such Act
is amended to read as follows:

°(i) the product of the exempt amount
described in clause (i) and the ratio of (I)
the average of the total wages (as defined in
regulations of the Secretary and computed
without regard to the limitations specified in
section 209(a)) reported to the Secretary of
the Treasury or his delegate for the calen-
dar year before the calendar year in which
the determination under subparagraph (A) is
made to (II) the average of the total wagee
(as so defined and computed) reported to the
Secretary of the Treasury or his delegate for
the calendar year before the most recent cal-
endar year in which an increase in the ex-
empt amount was enacted or a determination
resulting in such an increase was made un-
der subparagraph (A), with such product, if
not a multiple of $10, being rounded to the
next higher multiple of $10 where such prod-
uct is a multiple of $5 but not of $10 and to
the nearest multiple of $10 in and other
case.".

(b) (1) The first sentence of section 218
(c) (8) of such Act is amended by striking
out °quarter" wherever t appears and in-
serting in lieu thereof "year", and by strik-
inng out "$50" and inserting n lieu thereof
"$100".

(2) Section 218(q) (4) (B) of such Act is
amended by striking out "any calendar quar-
ters" and inserting In lieu thereof "a calen-
dar year", and by striking Out "such calen-
dar quarters" and inserting in fteu thereof
'auch caindar year".

(8) Section 218(q) (6) (B) of such Act is
amended by striking out 'calendar quarters
designated by the State In such wage reports
as the" and Inserting in 'ieu thereof "period
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or periods designated by the State n such
wage reports as the period or".

(4) Section 218(r) (1) of such Act is
amended—

(A) by striking out "quarter" in the mat-
ter before clause (A) and inserting in lieu
thereof "year",

(B) by striking out "in which occurred
the calendar quarter" in clause (A), and

(C) by striking out "quarter" in clause
(B) and inserting In lieu thereof "year".

(c) (1) Effective with respect to estimates
for calendar years beginning after Decem-
ber 31, 1977, section 224(a) of such Act is
amended by striking out the last sentence.

(2) Section 224(f)(2) of such Act is
amr nded to read as follows:

"(2) In making the redetermination re-
quired by paragraph (1), the Individual's
average current earnings (as defined in sub-
section (a)) shall be deemed to be the prod-
uct of—

"(A) his average current earnings as ini-
tially determined under subsection (a)

"(B) the ratio of (i) the average of the
total wages (as defined in regulations of the
Secretary and computed without regard to
the limitations specified in section 209(a))
reported to the Secretary of the Treasury or
his delegate for the calendar year before the
year in which such redetermination is made
to (ii) the average of the total wages (as so
defined and computed) reported to the Secre-
tary of the Treasury or his delegate for cal-
endar year 1977 or, if later, the calendar year
before the year in which the reduction was
first computed (but not counting any reduc-
tion made in benefits for a previous period
of disability); and

"(C) in any case in which the reduction
was first computed before 1978, the ratio of
(i) the average of the taxable wages reported
to the Secretary for the first calendar quarter
of 1977 to (ii) the average of the taxable
wages reported to the Secretary for the first
calendar quarter of the calendar year before
the 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 this para-
graph which I not a multiple of $1 shall be
reduced to the next lower multiple of $1.".

(d) Section 229(a) of such Act is
amended—

(1) by striking out "shall be deemed to
have been paid, in each calendar quarter oc-
curring after 1956 in which he" and inserting
in lieu thereof ", If he", and

(2) by striking out "wages (in addition to
the wages actually paid to him for such serv-
ice) of $300.' at the end thereof and inserting
in lieu thereof the following: "shall be
deemed to have been paid—

'(1) In each calendar quarter occurring
after 1958 and before 1978 in which ho was
paid such wages, additional wages of $300,
and

"(2) in each calendar year occurring after
1977 in which he was paid such wages, addi-
tional wages of $100 for each $300 of such
wages, up to a maximum of $1,200 of addi-
tional wages for any calendar year.".

(e)(1) Section 230(b) of such Act i
amended by striking out the last sentence.

(2) Section 230(b)(1) of such Act is
amended to read as follows:

"(1) the contribution and benefit base
which is in effect with respect to remunera-
tion paid in (and taxable years beginnthg
in) the calendar year in which the determi-
nation under subsection (a) is made, and'.

(3) Section 230(b) (2) of such Act Is
amended to read as follows:

°(2) the ratio of (A) the average of the
total wages (as defined in regulation5 of the
Secretary and computed without regard to
the limitations specified in section 209(a))
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reported to the Secretary of the 'Thessury or
his delegate for the caiendaz year before the
calendar year in which the determination
under subsection (a) Is made to (B) the
average of the total wages (as so defined and
computed) reported to the Secretary of the
Treasury or his delegate for the calendar
year before the most recent calendar year in
which an increase in the contribution and
benefit base was enacted or a determination
resulting in such an increase was made
under subsection (a) ,",

(f) (1) Effective with respect to Convic-
tions after December 81, 1977, section 202
(u) (1) (C) of such Act Is amended by *1k-
ing out "quarter" wherever it appears and
inserting in lieu thereof "year".

(2)(A) Section 205(c) (1) of such Act Is
amended by striking out "(as defined In sec-
tion 211(e))".

(B) Section 205(c) (1) of such Act is fur-
ther amended by adding at the end thereof
the following new subparagraph:

(D) The term 'period' when used with
respect to self-employment income means a
taxable year and when used with respect to
wages means—

"(i) a quarter if wages were reported or
should have been reported on a quarterly
basis on tax returns filed with the Secretary
of the Treasury or his delegate under sec-
tion 8011 of the Internal Revenue Code of
1954 or regulations thereunder (or on re-
ports filed by a State under section 218(e)
or regulations thereunder),

"(U) a year If wages were reported or
should have been reported on a yearly basl
on such tax returns or reports, or

"(iii) the half year beginning January 1
or July 1 in the case of wages which were
reported or should have been reported for
calendar year 1937.",

(C) Section 205(o) of such Act is amended
by inserting "before 1978" after "calendar
year".

(g) The amendments made by subsection
(b) of this section shall apply with respect
to remuneration paid after December 31,
1977. The amendments made by subsections
(di and (f) (2) shall be effective January 1,
1978. Except aà otherwise specifically pro-
vided, the remaining amendments made by
this section shall be effective January 1,
1979.

PART B—AMENDMENTS TO TUX INTERNAL
REVENUE CODE or 1954

DEDUCTION OF TAX FROM WAOES

SEC. 811. (a) Section 3102(a) of the Inter-
nal Revenue Code of 1954 Is amended by
striking out "or (C) or (10)", and by insert-
ing after "is less than $50:" the following:
"and an employer who in any calendar year
pays to an employee cash remuneration to
which paragraph (7) (C) or (10) of section
3121(a) is applicable may deduct an amount
equivalent to such tax from any such pay-
ment of remuneration even though at the
time of payment the total amount of such
remuneration paid to the employee by the
employer in the calendar is less than $100;"

(b) (1) Paragraphs (1) and (2) of section
3102(c) of such Code are each amended by
striking out "quarter" wherever It appears
and in inserting in lieu thereof "year".

(2) Paragraph (3) of section 3102(c) of
such Code is amended—

(A) by striking out "quarter of the" in
subparagraph (A); and

(B) by striking out "quarter" wherever
it appears in subparagraphs (B) and (C)
and inserting in lieu thereof "year".

(c) The amendments made by this section
shall apply with respect to remuneration
paid and to tips received after December 31,
1977.

TECHNICAL AND CONFORMING AMENDMENTS
SEC. 612. (a) Sections 3121(a) (7) (C) and

3121 (a) (10) of the Internal Revenue Code of
1954 are each amended by striking "quarter"

wherever it appears and inserting in lieu
thereof "year", and by striking out "650'.
and inserting in lieu thereof "$100".

(b) Section 3121(a) of such Code Is
amended by striking out "or" at the end of
paragraph (14), by striking out the period
at the end of paragraph (15) and inserting

in lieu thereof "; or", and by adding after
paragraph (15) the following new paragraph:

"(16) remuneration paid by an organiza-
tion exempt from income tax under section
501(a) (other than an organization described
in section 401(a)) or under section 521 in
any calendar year to an employee for service
rendered in the employ of such organiza-
tion, if the remuneration paid in such year
by the organization to the employee for such
service is less than $100.'.

(c) Section 3121(b) (10) of such Code (as
amended by section 802(0) (4) of this Act)
is amended by striking out "(lO)(A)" and
all that follows down through "(B) service"
and inserting in lieu thereof "(10) service",
and redesig'nating clauses (i) and (ii) as
subparagraphs (A) and (B), respectively.

(d) Sections 3121(b) (17) (A) and 8121(g)
(4) (B) of such Code are each amended by
striking out "quarter" and inserting in lieu
thereof "year",

(e) The amendments made by this sec-
tion shall apply with respect to remunera-
tion paid and services rendered after De-
cember 31, 1977.

PArr C—CONFORMING AMENDMENT TO THE
RAILROAD RE'EIREMEN'I ACT 07 1974

COMPUTATION OF EMPLOYIE ANNUITIES

SEC. 821. (a) The last sentence of Section
3(f) (1) of the Railroad Retirement Act of
1974 is amended—

(1) by inserting "paid before 1978" after
"in the case of wages", and

(2) by inserting "and in the case of wages
paid after 1917" before the period at the end
thereof.

(b) The amendments made by this section
shall be effective January 1, 1978.
TITLE VII—MISCELLANEOTJS PROVISIONS
ACTUARIAL REDUCTION OF SENEFIT INC1IZASE5 TO

BE APPLIED AS OF TIME OF ORIGINAL ENTITLE-
MENT

Ssc. 701. (a) Effective with respect to
monthly benefits payable for months after
December 1977, section 202(q) (4) of the So-
cial Security Act is amended by striking out
all that follows 8ubparagrap) (B) and in-
serting in lieu thereof the following:
"then the amount of the reduction of such
benefit (after the application of any adjust-
ment under paragraph (7)) for each month
beginning with the month of such increase
in the primary insurance amount shall be
computed under paragraph (1) or (3), which-
ever applies, as though the increased primary
insurance amount had been in effect for and
after the month for which the individual first
become entitled to such monthly benefit re-
duced under such paragraph (1) or (8)

(b) For purposes of applying section 202
(q) (4) of the Social Security Act, as amended
by subsection (a) of this section, to month-
ly benefits payable for any month after
December 1977 in the case of an individual
who was entitled to a monthly benefit as re-
duced under section 202(q) (1) or (3) of such
Act prior to January 1978, the amount of re-
duction in such benefit for the first month
for which such 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 and for all subsequent months (and
similarly for all subsequent increases) shall
be increased by a percentage equal to the
percentage of the increase In such primary
insurance amount (such increase being made
in accordance with the provisions of section
202(q) (8) of such Act). Where such individ-
ual's benefit, reduced under section 202(q)

of such Act, is increased as a result of the use
of an adjusted reduction period or an addi-
tional adjusted reduction period (in accord-
ance with paragraphs (1) and (8) of such
section 202(q)), then for the first month
for which such increase Is effective and for
all subsequent months, the amount of such
reduction (after the application of the pre-
vious sentence, if an increase in the primary
Insurance amount is applicable) shall be de-
terin.tned—

(1) in the case of old-age and spouse's
insurance benefits, by multiplying such
amount by the ratio of (A) the number of
months in the adjusted reduction period
to (B) the number of months in the reduc-
tion period,

(2) in the case of widow's and widower's
Insurance benefits for the month in which
'uch individual attains age 82, by multi-
plying such amount by the ratio of (A) the
number of months in the reduction period
beginning with age 82 multiplied by 5o
of 1 per centum, plus the number of months
in the adjusted reduction period prior to age
62 multiplied by %o of 1 per centum.
plus the number of months in the adjusted
additional reduction period multiplied by
4%40 of 1 per centum to (B) the number
of months in the reduction period multi-
plied by '%o of 1 per centum, plus the
number of months in the additional reduc-
tion period multiplied by 43.4o of 1 per
centum, and

(3) in the case of widow's and widower's
insurance benefits for the month in which
such individual attains age 85, by multiply-
ing such amount by the ratio of (A) the
number of months in the adjusted reduction
period multiplied by o of 1 per centum,
plus the number of months in the adjusted
additional reduction multiplied by 4%40 of
1 per centum to (B) the number of months
in the reduction period prior to age 82 mul-
tiplied by 1fl40 of 1 per centum, plus the num-
ber of months in the adjusted reduction
period prior to age 82 multiplied by Io of
1 per centum, plus the number of months
in the adjusted additional reduction period
multiplied by 4o of 1 per centum,
with each such decrease being made in ac-
cordance with the provisions of section 202
(q)(8) of such Act.

(c) When an individual is entitled to more
than one monthly benefit under title II of
the Social Security Act for any month and
one or more of such benefits are reduced
under section 202(q) of the Social Security
Act, as amended by this Act, subsection (b)
of this section shall apply separately to each
such benefit before the application of
section 202(k) of such Act (pertaining to
the method by which monthly benefits are
offset when an individual is entitled to more
than one kind of benefit), and the applica-
tion of this subsection shall operate in con-
junction with section 202(q) (3) of the So-
cial Security Act.

(d)(1) Section 202(q)(7)(C) of the So-
cial Security Act is amended by striking out
'because" and all that follows and inserting
in lieu thereof "because of the occurrence
of an event that terminated her or his en-
titlement to such benefits,".

(2) Setion 202(q) (3)(H) of such Act is
amended by inserting "for that month or"
after "first entitled",
ELIMINATION OF CERTAIN OPTIONAL PAYMENT

PROCEDURES UNDER THE OLD-AGE, SURVIVORS,
AND DISABILITY INSURANCE PROGRAM

SEC. 702. (a) (1) The first sentence of sec-
tion 202(j) (1) of the Social Security Act is
amended by striking out "An Individual"
and inserting "Subject to the limitations con-
tained in paragraph (4), an individual' in
lieu thereof.

(2) SectIon 202(j) of such Act is further
amended by inserting at the end thereof the
following new paragraph:
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"(4) (A) Except as provided In subpara-

graph (B), no individual shall be entitled to
benefits under subsection (a), (b), (0), (e),
or (f) for any month prior to the month in
which he or she flies an application for such
benefits If the effect of such payment would
be to reduce, pursuant to subsection (q),
the monthly benefits to which such Indi-
vidual would otherwise be entitled.

'(B) (1) If the Individual applying for ret-
roactive benefits Is applying for such benefits
under subsection (a), and there are one ce
more Other persons who would, except for
subparagraph (A), be entitled for any month,
on the basis of the wages Bnd self-employ-
ment income of such Individual and because
of such individual's entitlement to such ret-
roaotive benefits, to retroactive benefits
under subsection (b), (c), or (d) not subject
to reduction under subsection (q). then sub-
paragraph (A) shall not apply with respect
to such month or any subsequent month.

"(Ii) If the Individual applying for retro-
active benefits 1s a surviving spouse, or sur-
viving divorced spouse who Is under a disa-
bility (as defined in section 228(d)), and
such individual would, except for subpara-
graph (A), be entitled to retroactive benefits
as a disabled surviving spouse, or surviving
divorced spouse for any month before he or
she attained the age of 60, then subpara-
graph (A) shall not apply with respect to
such month or any subsequent month.

(Iii) If the individual applying for retro-
active benefits has excess earnings (as de-
fined in section 203(f)) in the year in which
he or she files an application for such bene-
fits which could, except for subparagraph
(A), be charged to months in such year prior
to the month of application, then subpara-
graph (A) shall not apply to so many of such
months knmediately preceding the month of
application as are required to charge such
excess earnings to the fl1AYImufl extent pos-
sible.".

(3) Section 226(h) of such Act is amended
by adding at the end thereof the following
new paragraph:

(4) For the purposes of determining en-
titlement to hospital Insurance benefits
under subsection (b) in the case of an indi-
vidual described in clause (Iii) of subsection
(b)(2)(A), the entitlement of such indi-
vidual to widow's or widower's insurance ben-
efits under section 202 (e) or (f) by reason of
a disability shall be deemed to be the entitle-
ment to such benefits that would result If
such entitlement were determined without
regard to. the provisions of section 202(j)
(4).".

(b) The amendments made by this sec-
tion shall be effective with respect to appli-
cations for benefits under title II of the So-
cial Security Act filed on or after January 1,
1978.
EARLY MAILING OF BENEFIT CHECKS WHERE REO-

ULARLY SCHEDULED DELIVERY DAY FALLS ON
SATURDAY, SUNDAY, OR LEGAL HOLmAY
Ssc. 703. (a) Title VU of the Social Se-

curity Act Is amended by adding at the end
thereof the following new section:
"TIME FOR DELIVERY OP BENEFIT CHECKS WHEN

REGULAR DELIVERY DAY FALLS ON A SATURDAY,
SUNDAY, OR LEGAL HOLEDAY

"SEC. 706. (a) If the day regularly desig-
nated for the delivery of benefit checks un-
der title II or title XVI falls on a Saturday,
Sunday, or legal public holiday (as defined
in section 6103 of title 5, United States Code)
in any month, the benefit checks which
would otherwise be delivered on such day
shall be mailed in time for delivery, and de-
livered, on the first day preceding such day
which Is not a Saturday, Sunday, or legal
public holiday (as so defined), without re-
gard to whether the delivery of such ohecks
would as a result have to be made before the
end of the month for which such checks fiFO
Issued.
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(b) .11 more than the correct amount of
payment under title II or XVI Is made to any
individual as a result of the receipt of a
benefit check pursuant to subsection (a)
before the end of the month for which such
check Is Issued, no action shall be taken
(under section 204 or 1631(b) or otherwise)
to recover such payment or the incorrect
portion thereof."..

(b) The amendment made by subsection
(a) of thIs section shall apply with respect
to benefit checks the regularly designated
day for delivery of which occurs on or after
the thirtieth day after the date of the en-
actment of thIs Act.

DEFUSITI0N

Sxc. 704. As used in this Act and the
amendments to the Social Security Act made
by this Act, the term "Secretary" means,
unlese the context otherwise requires, the
Secretary of Health, Education, and Welfare,

The Clerk will now report the amend-
ment recommended by the Committee on
Post Office and Civil Service printed In
the bill,

Mr. LEVITAS. Mr. Chairman, I make
the point of order that a quorum Is not
present.

The CHAIRMAN. Evidently a quorum
Is not present.

The Chair announces that pursuant
to clause 2, rule XXIII, he will vacate
proceedings under the call when a
quorum of the committee appears. Mem-
bers will record their presence by elec-
tronic device.

The call was taken by electronic de-
vice.

QUORUM CALL VACATED

The cHAIRMAN.. One hundred Mem-
bers have appeared. A quorum of the
Committee of the Whole Is present.
Pursuant to rule XXIII, clause 2, fur-
ther proceedings under the call shall
be considered as vacated,

The Committee will resume its busi-
ness.

COMMITTEE ON POST OFFICE AND CIVIL
SERVICE AMENDMENT

The CHAIRMAN. The Clerk will now
report the amendment recommended
by the Committee on Post Office and
Civil Service, printed in the bill,

The Clerk read as follows:
Committee on Post Office and Civil

Service amendment:
STUDY CONCERNWG MANDATORY COVERAGE OF

FEDERAL EMPLOYEES

SEC. 301. (a) As soon as possible after the
date of enactment of thIs Act, the Chair-
man of the Civil Service Commission, the
Secretaries of the Treasury and Health,
Education, and Welfare, and the Director
of the Office of Management and Budget,
shall jointly undertake and carry out a de-
tailed study with respect to coverage of
Federal employees within the old-age, sur-
vivors, and disability insurance system.

(b) The study to be undertaken under
subsection (a) shall include—

(1) a review of the methods by which full
coverage of Federal employees within the
old-age, survivors, and disability insurance
system could be attained;

(2) an analysis of the adjustments to such
system (as well as to the civil service retire-
ment and disability system and other Federal
employee retirement systems involved, in-
eluding the foreign service, judiciary, Central
Intelligence Agency, and District of Colum-
bin retirement systems) which are necessary
under each such method to provide such
coverage, particularly—
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(A) adjustments in age, service, and other

eligibility requirements; and
(B) adjustments in the nature and level of

disability, death, and survivor benefits (tak-
ing into account any related factors, such as
the taxability of such benefits);

(3) a comparison of the financial aspects
of each such method, particularly—

(A) the adjustments required by each such
method In th contributions by Federal em-
ployees, the Government (whether by spe-
cific contribution or by appropriation), and
others involved;

(B) the adjustments required by each such
method in the manner In which benefits are
financed under the retirement systems In-
volved; and

(C) the effects of each such method on the
solvency of the retirement systems involved;

(4) the effects of each such method of cov-
erage on—

(A) recruitment and retention of Federal
employees;

(B) other employee benefits (such as
health benefits coverage provided for civil
service annultants); and

(C) Federal, State, and local Income tax
systems;

(5) a review of the methods by which par-
tial coverage of Federal employees within the
old-age, survivors, and disability insurance
system could be attained, together with con-
sideration of the factors described In para-
graphs (2), (3),and (4) as they would relate
to such partial coverage; and

(6) alternatives to providing coverage of
Federal employees within the old-age, sur-
vivors, and disability Insurance system which
would Improve the solvency of the old-age.
survivors, and disability insurance system.
In connection with such study, Interested
parties, Including Federal employee organiza-
tions, associations of retired Federal em-
ployees, and heads of agencies administering
Federal employee retirement systems, shall be
allowed to submit Views, arguments, and
data.

(c) Upon the completion of the study tin-
der subsection (a) and In any event no later
than 2 years after the date of the enactment
of this Act, the ChaIrman of the Civil Serv-
ice Commieslon, the Secretaries of the Treas-
ury and Health, Education, and Welfare, and
the Director of the Office of Management
and Budget shall submit to the President
and to the appropriate committees of each
House of the Congrees a joint report on the
results of such study together with their
recommendations. Any such recommendation
which Includes adjustments of existing
statutes shall be accompanied with draft
legislation accomplishing such adjustments.

(d) With respect to Federal employees un-
der the Federal employee retirement systems.
the study and the report under this section
shall Include at least one method of cover-
age of such employees within the old-age.
survivors, and disability Insurance system
which provides—

(1) that the benefits available to such
Federal employees would not be less favor-
able than the benefits which are then cur-
rently available to such employees under the
Federal employee retirement systems; and

(2) that the contributions required of
such Federal employees would not be greater
than the contributions which are then cur-
rently required of such employees under the
Federal employee retirement systems.

(e) For purposes of this section, the term
"Federal employees" means.—

(1) an employee, as defined In section 2105
of title 5, UnIted States Code

(2) an officer or employee of the United
States Postal Service or of the Postal Rate
Commission; and

(3) any other Individual In the employ of
the United States or any Instrumentality
of the United States,
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Page 175, line 4, strIke out "Federal, 8tate'

and insert State".
Page 175. line 11, etrlke out °Pederal,

State" and insert "State".
Page 175 st?ike out line 15 ftndaU thst

follows down through line 23.
Page 175, line 24, strIke out "(2) (A)" and

Insert "(1) (A)".
Page 176, line 9, strIke out "(3)(A)" and

insert "(2) (A) ".
Page 176, beginning on line 21, strike out

"paragraph (1), (2), or (8)" and insert in
lieu thereof "paragraph (1) or (2)".

Page 188, beginnIng on line 21. st?Ike out
'redesignating paragraph8 (8) through (20)
as paragraphs (5) through (17)" and InBert
"redesignatthg paragrapbB (7) through (20)
aparagraph8 (5) through (18).".

Page 189, line 2, st?ike out "210(a)(6)
and insert "210(a) (7) ".

Page 189, line 5, st?ike out "paragraph (6)"
and insert "paragraph (7) ".

Page 189. line 9, at?ike out 210(a) (11)
(B)" and inBert "210(a) (12) (B)".

Page 189k line 12, strIke out '210(a)(13)
and insert "210(a) (14)".

Page 189, line 15, 8t?Ike out "210(a) (8).

(9) or (12)" and insert "210(a) (9), (10),

or (13)."

Page 189, line 18, strIke out "210(a)(17)
and lnseTt °210(a) (18)".
Page 189, beginning on line 22, 8t?ike out

"redesignating paragraph8 (8) through (20)
as paragraph8 (5) through 17)" and thaert
"redesignating paragraph8 (7) through (20)
as paragraphs (5) through (18)".

Page 190, line 5, strIke out "3121(b) (11)
(B)" and insert "3121(b) (12) (B)".

Page 190, line 8. strIke out "3121(b) (13)"
and Insert "3121 (b) (14)".

Page 190, line 11, strIke out "8121(b) (8),
(9) or (12)" and in5ert "3121(b) (9), (10),
or (13)".
- Page 190, line 14, strIke out "3121(b)
(17)" and insert "3121(b) (18)".
Page 190, line 18, strike out "(b) (6)' and

Insert "(b) (7)".
Page 190. beginning in line 22. strIke out

"(b) (5)' and section 210(a) (5)" and insert
(b)(6y and 'section 210(a6)".
Page 191, beginning in line 2, strIke out

'3121(b) (6)" and insert "3121(b) (7)".
Page 191, lIne 7, strike out "210(a) (6)"

and insert "210(a)7".
Mr. NIX (during the reading). Mr.

Chairman, I ask unanimous consent that
the committee amendment be considered
as read and printed in the RECORD.
The CHAIRMAN. Is there objection to

the request of the gentleman from Penn-
sylvania?

rhere was no objection.
The CHAIRMAN. The gentleman from

Pennsylvania (Mr. Nix) will be recog-
nized for 15 mInutes, and the gentleman
from Oregon (Mr. TJLLMAN) will be rec-
ognized for 15 minutes.

The Chair recognizes the gentleman
from Pennsylvania (Mr. Nix).

Mr. NIX. Mr. Chairman, I yield myself
3 mInutes.

(Mr. NIX asked and wa$ given pernils-
sion to revise and extend his remarks.)

Mr. NIX. Mr. Chairman, I rise to urge
my colleagues to vote "aye" with regard
to the post oce and civil service com-
mittee amendment to section 301 of H.R.
9346, the "social security financing
amendments of 1977". I will be brief since
the issue presented by the committee
amendment is very simple.

Should we mandate social security cov-
erage for Federal employees effective in
1982 and then atten3pt to find an equit-
able way to Implement such coverage?
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Or, should we study the feasibility of
mandating such coverage before we man-
date the action? It seems to me the clear
answer is that a plan br achieving cov-
erage for Federal employees should be
found before such coverage is required by
law.

This Is what our committee amend-
ment provides. We do not take the posi-
tion that mandatory social security cov-
erage for Federal employees per se is bad.
We simply do not know whether such
coverage can be attained in a manner
which is fair and equitable to the Fed-
eral employee and the taxpayer, and In
addition, which is not more costly than
the present separate systems.

What our committee requires Is that a
feasibility study be conducted by the
Chairman of the Civil Service Commis-
sion and the Secretary of Health, Educa-
tion, and welfare (the hea4s of the two
agencies which adm1nIstr the two
largest systems), and in addition, by the
Secretary of Treasury and the Director
of the Oce of Management and Budget.
The study Is required to be completed
within 2 years and Is required to include
a number of alternative methods by
which social security coverage for Fed-
eral employees may be attained.

I point out for the Members that our
committee ordered reported HR. 9346,
by unanImous voice vote, and the com-
mittee amendment to section 301 which
strikes the mandatory coverage provi-
sions and inserts in lieu thereof a re-
quirement for a feasibility study was
adopted by a record vote of 25 to 0. The
committee has also received a letter from
the Chairman of the Civil Service Com-
mission indicating that the administra-
tion agrees with the committee amend-
ment and supports the approach which It
takes.

Mr. Chairman, the modified closed
rule, under which this bill Is being con-
sidered, makes in order not just the PostOce and Civil Service Committee
amendment which deletes the mandatory
coverage provisions for Federal employ-
ees, but also a substitute amendment to
be offered by the gentleman from Vfr-
ginia (Mr. FISHER) which expands upon
the Post Oce and Civil Service Corn-
mittee amendment. Mr. FISR's amend-
ment, which Is patterned after our
amendment, would delete those provi-
sions requiring mandatory coverage for
State and local employees and nonprofit
organizations. Our committee has taken
no formal action with respect to the
Fisher amendment since it Prelates to
matters beyond our jurisdiction. I in-
tend to support Mr. FISHER's substitute
and I urge my colleagues to do likewise.
In any event, however, I urge my col-
leagues to vote "aye" with respect to the
Post Offtce and Civil Service Committee
amendment which excludes Federal em-
ployees from mandatory social security
coverage.

Mr. Chairman, I yield 2 minutes to the
gentleman from Illinois (Mr. DERWIN-
slu)..

(Mr. DERWINSKI asked and was
given perznssion to revise and extend
his remarks.)

Mr. DERWINSKI. Mr. Chairman, I
rise in support of the amendment
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adopted by a 25-to-O vote by the Com-
mittee on Post Oce and Civil Service
Committee. The purpose of our commit-
tee amendment is simple and direct.

It strikes from H.R. 9346 those pro
visions mandating social security cover-
age for Federal employees. Let me em-
phasize as strongly as I can, the Post
Oce and Civil Service Committhe
amendment is not an attempt to pre-
judge the Issue by dismissing it without
benefit of hearing. What we are saying
is that mandating social security cover-
age for Federal employees, at this time,
is wrong since no one in this Chamber
has any proof such a plan is workable.

Our committee amendment makes no
determination now as to the ecacy of
mandatory coverage for Federal em-
ployees. Instead, we direct the Chairman
of the Civil Service Commission. Secre-
tary of Health, Education, and Welfare,
Secretary of Treasury, and Director of
the Oce of Management and Budget to
conduct a comprehensive study on afl
aspects and consequences of this issue.
Under our amendment, if an equitable
and viable method of integrating the
social 'security and Federal retirement
systems can be arrived at, then the Con-
gress will have the opportunity to enact
proper law.

If social security coverage is to be ex-
tended, commonsense dictates the need
for a careful review and study of how
the various retirement systems for Fed-
eral employees are to be restructured. If
such a system is feasible, will there be
dual payments? How will integration of
the systems be effected? These are but
two of numerous questions which have to
be answered intelligently before we tell
Federal employees they are being placed
under social security coverage.

-The Committee on Ways and Means it.
self has made a good case for this amend-
ment. In its report on HR. 9346, the
committee says there is not enough evi-
dence available at the present time to
make a proper determination as to
Whether social security coverage for vari-
ous groups of individuals Is appropriate.

Perhaps a solid case can be made for
extending social security coverage to all
Pederal employees. On the other hand,
there is a possibility a solid case can be
made against such coverage.

All we are saying Is that the issue
should be studied carefully, before we
jump off the deep end and discover there
is no water in the pool.

Mr. Chairman, this specific commit-
tee amendment has been debated most
of the afternoon, so I think the only
appropriate thing is to sum it up. What
we are trying to do is to see that the cart
is not put before the horse.

The committee amendment provides
for a necessary study so that if the Mem-
bers should decide that the Federal civil
service employees should be brought
under social security, they would at least
have the results of that study on which•
to base their Judgment. As it stands now,
we are telling the Federal employees,
"Look, by 1982 you will be arbitrarily
brought under this joint coverage. We
do not know what the conditions will be,
we do not know how it will affect you in-
dlviduafly. we do not know how much
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more you will have to contrlbute, what
your benefits may or may not be." So the
Members can Imagine that almost
3,000,000 people are thoroughly up In
arms because of the unknown factors.

Our committee position Is rational, it
Is practical, it Is consistent with sound
legislative procedures.

With all due respect, our friends on
the Committee on Ways and Means have
been playing with too many mirrors and
not dealing with enough facts and figures
lately. So the Post Office and Civil Serv-
ice Committee amendment Is designed to
see that the legislative procedure
sound, that the fears of Federal em-
ployees are not exaggerated, that they
have answers to their questions In the
best legislative tradition.

I urge the Members to support the
Post Office and Civil Service Committee
amendment

Mr. GEPHARDT. Mr. Chainnan, I
yield 5 mInutes to the gentleman from
Florida (Mr Omsows).

Mr. GIBBONS. Mr. Chairman, I had
not planned on speaking so soon. I was
hoping we would have more than a cor-
poral's guard here; .but this Is a pretty
good guard, so I will fire away.

First of all, Mr. Chairman, I am op-
posed to this amendment and to the
Fisher amendment, and I want to lay it
on the line why 1 am opposed to it.

Some people say that this Is brand-
new, they never heard of universal coy.
erage before, that this Is a great surprise.
It Is a well-kept secret around here, but
It Is not a great surprise that people
have been studying this Issue ever since
1935, and ever since 1935 everyone who
has ever studied the Issue, Inside the
Government and outside the Govern-
mont, every objective study has come
down to the fact that there ought to•bë
universal coverage for all people under
the social security system. No Ifs, no
ands, no huts. That has always been the
decision. It is no surprise. It is something
that has been studied and talked about,
and ft Is not new.

Why do certain people not want to
come under the system? Well, they have
the benefits anyway. As I told the Mem-
bers here In the opening debate on this
matter, for a contribution of as little as
$111 in a lifetime—not In a month, not
In a year, but a lifetime—these peo-
ple who are not now in the system get
the benefit of the system, and they can
take out In cash, just for one retiree—
not for a retiree and spouse, but just for
one retlree—$114 In a month. So they
put In $111 In a lifetime, and they take
out $114 the first day they retire. And
if they are lucky enough to have a spouse
the same age, they get 50 percent more.
In addition to that, they get medicare
for life. In addition tolliat, they get dis-
ability Insurance for life. Sure, they do
not want to come Into fte system. They
have the best of all worlds. Who Is pay-
ing for this great benefit? Those other
poor suckers out there who are paying
social security tax that we make them
pay every year.

Are the Members in this room paying
social security tax? Hell no, they are
not. But there are those who have the
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gall .to sit here and raise taxes. The only
tax we have ever raised since I have
been in Congress, and for about 40 years,
year after year after year, and not pay
I cent of social security taxes In our-
selves.

Do the Members know how much this
bill Is going to Increase taxes of working
people In 1982? In 1983?

It Is going to increase their taxes by
$54 billion.

No, they do not want to come In. I do
not blame them. I! I had a "sweetheart"
deal 1&e that, if I was making a sucker
cut of the other taxpayers In the coun-
try, I would not want to come in either.

That Is what the Issue Is, and that is
what we are voting for If we vote for
this amendment or if we vote for the
1sher amendment.

Mr. Chairman, I will now answer any
questions any Member might have.

Mr. CARTt. Mr. Chairman, if the
distinguished gentleman will yield, the
gentleman made the statement that no
k'nber in this House pays social secur-
lty taxes.

Mr. GIBBONS. We are not paying it
on our congressional salary.

Mr. CAR. 1 want to tell the gen-
tleman that some of us are paying
social security. For many years I have
paid social security.

Mr. GIBBONS. The gentleman is not
paying it on that $57,500 congressional
salary he is getting, though.

I am paying the social security tax,
too, but I did not want to use myself as
an Illustration. I pay the tax, but there
are doggone few of us who pay it. We
could count the number who pay It on
two hands.'

Mr. CART. I just wanted to correct
the gentleman. I might add that I never
expect to collect 10 percent of that
which I have paid In.

Mr. GIBBONS. Let us face it, If we
adopt either this amendment or the
Fisher amendment, it Is not you or I who
are going to pay more social security
taxes Into that system that we stuck on
everybody, else. No, we are not going to
pay anything from that $57,500 into
that social security system, but every-
body else has to, except a few Federal
employees and a few State and local
employees.

All the soldiers and sailors and air-
men are covered' by social security. We
have already required them to contri-
hate, but we are going to make sacred
cows out of ourselves and out of $ few
privileged Federal employees and out of
a few privileged local and State em-
ployees who get the benefits anyway.
That Is all the Issue Is.

Mr. ULLMAN. Mr. Chairman, I yield
5 mInutes to the gentleman from Arkan-
sas (Mr. Tucxxa).

Mr. CONABI. Mr. Chairman, will
the gentleman yild?

Mr. TtJCKER. I yield to the gentleman
from New York.

Mr. CONABLE. Mr. Chairman, while
I admire the spirit of my friend, the
gentleman from Florida (Mr. Omsows),
I think he overstates the case to some,
degree.

I would hope the Federal employees do
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not get the message that there Is no
benefit to them in coming into the sys-
tem on an integrated basis such as the
Committee on Ways and Means contem-
plates. I think there are very substantial
benefits to them, and that It makes a
good deal more 'sense for everybody con-
cerned than does the present two headed
system that we have, each system func-
tioning as though the other did not
exist. They oould be fitted together to
provide more predictable and more na-
tural benefits, fairer to all Including the
very same Federal employees who are
now so suspicIous and resistant.

Mr. TUvs.. Mr. Chairman, I thank
the gentleman for his comments, and I
agree with him.

Mr. Chairman, as a member of the
Subcommittee on Social Security, I
would like to point out a few of the basic
facts Involved with each of these amend-
ments.

Seventy percentof our State and local
government employees are, at their op-
tion, already covered by social security.
NInety percent of our nonprofit em-
ployees are already covered by social
security, at their option. The Federal
employees represent the only group that
is not covered at all and have neither
the obligation to be covered nor the op-
portunity to be covered under existing
law.

Out of all the existing social security
annuitants, 45 percent are currently re-
celving social security benefits. Some
have worked only the minimum number
of quarters to qualify. They did not do
anything illegal, they, did not do any-
thing wrong, but nonetheless they
place a great burden on the social secu-
rity system which is not justified, and is
not fair to other workers paying social
security taxes.

Looking at ourselves as Members of
Congress, we do not pay social security
taxes on our $57,500 salary. That is not
right. We have as fat a retirement sys-
tem as anybody in the country. We ought
to pay social security taxes On our
salary, especially since we require ev-
erybody else to pay.

My wife is a schoolteacher in Ar-
kansas, and she paid 6 percent each
month into" her teachers' retirement
system; she also paid social security
taxes. There are millions and millions of
Americans who pay into pension sys-
tems, private pension systems and State
pension systems, who also pay social
security taxes.

The subcommittee provided that there
would be study, just as the gentleman
from Virginia (Mr. Fiswsa) is suggest-
ing in his amendment. The report that
Is due back would be forthcoming in
1980, and Implementation of coverage
would come In 1982. That is a reason-
able approach.

Mr. Chairman. It is an approach which
I do not think will pass today. I recognize
that the Fisher amendment probably
will pass. However, I hope all of us will
recognize that this Is something that has
been recommended for a decade. It Is
fair. It is not designed to hurt anybody:
It Is not designed to take any money out
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of the three trust funds, but it Ii
question of equity.

Mr. Chairman, If we do not dO it this
year. I hope all of us will recognize that
it is something which should be done
within the next 2 years.

Mr. NIX. Mr. Chairman, I yIeld 2 min-
utes to the gentleman from Texas (Mr.
WHITE).

(Mr. WHiTE asked andwas given per-
mission to revise and extend his re-
marks.)

Mr. WHITE. Mr. Chairman, it was my
privilege to serve as chairman of the Re-
tirement and Employee Benefits Sub-
committee during the 94th Congress. In
that capacity, I was astonished to dis-
cover that there are In exIstence 51
separate Federal retirement systems.
One of my last actions as chairman of
the subcornlttee was to request that the
General Accounting Office conduct an
in-depth feasibility study to determine
the possibility and the advisability of
combining all of these fragmented sys-
tems. This report Is due in February of
1978, and It quite obviously will provide
us with much valuable information
which will reflect directly on the proposi-
tion we are discussing today. Before
adopting the committee's mandatory
inclusion of Federal employees under
social security, there are a number of
questions that must be asked. I suggest
that the Post Office and Civil Service
amendment or the Fisher amendment
certainly must be adopted until we have
had a chance to study the results of the
GAO study, and then to pursue addi-
tional Post Office and Civil Service Com-
mittee studies into the matter.

A proposal as drastic and consequen-
tial as combining the Federal retirement
system with the social security system
ought not to be accomplished willy-nilly.
We need to know the answers to many
profound questions in advance.

For example:
First. Will financial problems of the

social security fund be resolved by inte-
grating the two systems?

Chairman Nix points out in his letter
to Chairman ULLMAN of Ways and Means
that universal coverage provisions of the
Ways and Means Committee bill does
not rule out some future merger of the
financial assets of the two systems. The
Federal civil service retirement fund has
$43 billion in assets, but also an un-
funded liability of $107 billion.

Second. Can we insure, without study-
ing the meshing in further detail, that
cost to the Federal Government will not
be larger if the merger Is effected?

FISHER points out in the Ways and
Means Committee report, in dissenting
views, that the revenue to the OASDI
system expected to come from universal
coverage in 1982 is $13.5 billion. Because
this tax Is shared equally by employer
and employee, half of this revenue will
have to tome from Federal Treasury—
and State and local treasuries, if cover-
age extends to employees of State and lo-
cal governments. This would seem to
necessitate an increase in Federal income
taxes, or in the deficit.

Chairman Nix estimates that an d-
ditionaj budgetary outlay of $2.6 billion
in 1980 would be required.
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How do we protect lndMdual'8 rights
and beneflth under universal coverage?

First. If universal coverage is approved,
Federal employees—who now pay 7 per-
cent of their gross saiary for retirement
benefits—would pay an additIonal 5.1
percent in 1980. An employee earning
$12,000 a year would pay $1,440 or 12
percent of hIs salary for social security
and Federal retirement.

Second. Would Federal employees be-
come eligible for medicare. as provided
to social security beneficiaries? If so,
the Federal employees health benefits
program would have to offer a medicare
supplement plan for all retirees, and for
employees at age 65—Federal retirees
now pay $20 and more a month for con-
tinuation of health benefits policies.

Third. Federal employees ellgthility
for workers compensation benefits, as
currently provided under Federal retire-
ment, would have to be modified to com-
ply, with different disability benefits
under OASDI. Disability under social
security can be paid for a lifetime, with
medical care in addition, for a worker
with as few as six quarters employment
subject to social security tax. Federal
worker now 'does not get disability until
he has been in Federal retirement pro-
gram for 5 years, and benefits are lower.

Fourth. Civil service retirement bene-
fits are subject to Federal income tax
while social security benefits are not. An
integration of the systems would be
li)ely to have sgnfflcant tax con-
sequences for both employees and the
Government as employer.

Fifth. Civil service retirement benefits
can be refunded, while social security
benefits may not. Will Federal employees
continue to be able to withdraw retire-
ment funds and still qualify for social
security?

Sixth. For persons who have acquired
a fully insured social security benefit
prior to becoming Federal employees,
will they lose the benefit which they
have already earned?

Seventh. In the event that Federal
employees are still eligible to retire un-
der current provisions of civil service
retirement law after having been cov-
ered under social security, would the
annuity be treated as earnings for the
purpose of the earnings limitation under
social security? If so, this could effec-
tively bar any receipt of social security
until age 72, at least.

Further questions of intent: First. If
section 301a of the Ways and Means
Committee bill is enacted, it would allow
for social security performed in a Federal
penal Institution by an inmate, which
would then make inmates eligible: to
receive credit for past service performed
while serving time in a Federal prison.
For example, an individual serving a life
sentence could begin drawing social se-
curity benefits at age 65. and receive
retroactive quarter of coverage credit
for prior time served.

Second. Mandatory coverage would
bring under social security the President
and Vice President, and Members of
Congress—this action should certainly
not be effected without careful study.

It would also bring Federal judges un-
der social security, such an action would
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have to be examined for Ith constitu-
tionality, as it may constitute an un-
constitutional reduction In pay for sit-
ting judges under the meaning of article
111, section 1 of the Constitution. which
provides that "the judges, both of the
Supreme and inferior courts, shall hold
their çffices during good behavior, and
shall, at stated times, receive for their
services, a compensation, which shall not
be diminished during their continuance
in office."

Major changes In the civil service re-
tirement system have always followed
adequate congressional and administra-
tive study. The Civil Service Retirement
Act of 1956 followed a comprehensive
study of the civil service retirement sys-
tems and the needs for refinancing the
fund. The Civil Service Retirement
Amendments of 1969 followed the report
of the Cabinet Committee on Federal
Staff Retirement Systems of 1966.

Therefore, the complexities of the re-
tirement system mandates the thorough
study of ways in which the two systems
could b? meshed, and the consequences
of such an action, prior to the formal
integration of the two systems. It would
be irresponsible to legislate the conver-
sion of such a complex retirement sys-
tem without first laying a firm founda-
tion for conversion.

Mr. NIX. Mr. Chairman, I yield 2 min-
utes to the gentlewoman from Mary-
land (Mrs. SPELLMAN).

(Mrs. SPELLMAN asked and was
given permission to revise and extend
h.er remarb.)

Mrs. SPELLMAN. Mr. Chairman, I
rise in support of the amendment of the
Committee on Post Office and Civil
Service.

Actually, what we are asking here is
no drastic change. We are not saying,
"Don't put Federal employees under
social security." I hope everybody un-
derstands that.

What we are saying, Mr. Chairman,
Is, "Let us look Into the feasibility of it.
Let us find out what is involved here so
that the study in 1980 does not merely
come in with a ay of putting them to-
gether, but tells us also whether this
step should be taken and what it will
cost the taxpayers."

Mr. Chairman, there are people who
think that Federal employees do not
want to come into the system. The fact
of the matter is that they do not know,
and neither do we in this House know
whether coverage under social security
will be beneficial or harmful to them
or to the taxpayers generally.

We are not proposing the upsetting
of any timetable. We are just requiring
that the 1980 study be a comprehensive
study which determines the feasibility of
combining the systems. And then, if it is
determined that the Nation will benefit
from combining the systems and that it
will not cause the social security system
to go further down into the hole, the
Program could be carried out by 1982.
The timetable will be the same.

We would merely be acting intelli-
gently—acting on the basis of sound in-
formation and understanding the con-
sequence of our acts.

The Ways and Means Committee is
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opting for a "quick fix and the future be
damned." We are not junkies seeking a
quick shot In the arm just so we can
Zeel better for the moment regardless
of the fact that In the long run we may
be worse off. We are responsible legisla-
tors. It Is important that we know what
we are doing and do it right for a change.

Mr. Nix. Mr. Chairman, I yield 2 mIn-
utes to the gentleman fro California
(Mr. ROUSSELOT).

(Mr. ROUSSELOT asked and was
given permission to revise and extend his
remarks.)

Mr. ROUSSELOT. Mr. Chairman, I
rise in favor of both the Post Office and
Civil Service Committee amendment and
the Fisher amendment. I would like to
briefly discuss a few issues that have
been raised by those who oppe the
Psher amendment and said so. First of
all, the claim has been made that Fed-
eral, State, and local employees are some-
how presently sneaking Into the social
security system. They re not. They come
In the same way that anybody else' en-
•ters the system, and if they get 40 quar-
ters of eligibility, they qualify.

If you do not like the way people can
qualify on a minimum basis, then you
are the Committee on Ways and Means;
change the requirements if you think
they are too minimal. Do not come here
and tell us they are sneaking in. They
are not coming in any differently than
anybody else in this country, so do not
give me this garbage that Federal, State,
arid local employees are sneaking around
the corner to get in the system. They are
not. They are paying the same as every
other constituent that you have, as long
as they are in the system under coverage.

Second, you ask why the Federal,
State, and local employees are different?
They are not different. If you do not like
It, change the law. You are the com-
mittee. You change it.

What the real purpose of the commit-
tee amendment is is to get huge new rev-
enues. That is what we need, because
the system is in trouble. You want to
grab this group of 6.7 million people—
they are not ali Federal employees; there
Is a small group of nonprofit people, too,
you want to grab this new group because
the system is In trouble. It is financially
In trouble, like New York City. So we
are going to grab a group over here that
has a good system, pull them in, dump
them thto the system, and make them
pay for all the problems that this Con-
gress has created by not correcting the
financing and benefit levels of the sys-
tem before this,

Mr. ULLMAN. Mr. Chairman, I yield
4 mthutes to the gentleman from fllinois
(Mr. MncvA).

Mr. MIKVA. Mr. Chairman, I can un-
derstand the distinguished gentleman
from California (Mr. RoussELoT) urging
that we let this system continue 'with
those people in it who want to be in it
and those people who do not want to be
in not coming in. It is consistent for him
to go back to 1964 when his candidate
for President made that a national ref-
erendum Issue.

What I do not understand is the people
on the other side of the ftght who seem
to be now adopting this proposition.

I received a lot of telegrams and let-

ters from schoolteachers and Federal
employees and firemen and policemen
who say, "Let social security be volun-
tary." But we made the opposite deci-
sion in 1964. We made that decision in
1932, as a matter of fact. We renewed it
In 1964. It seems to me it comes with no
grace for some people to accept the pre-
mise that social security is the bedrock of
the national entire pension system for
everybody else but them.

The Members have heard that we are
gothg to "dump" people into the system,
that this Is precipitous, that this is a
sneak play. In 1932 the first proposal for
social security included Federal employ-
ees and sought to include as may local
and. State employees as they then
thought the ConsUtution would permit
them to include. That is 50-some-odd
years ago, because the proposal that the
Committee on Ways and Means has come
up with does not take effect until 1982,
4 years hence. That hardly sounds like
some kthd of sneak play behthd the door.
as Lar as I can see.

We are going to have another study.
Maybe this study could compile all of
the previous studies that we have had.
Thereare at least a dozen major studies
that have been made on this question,
and Lt would be helpful to dust them all
off the shelf and bring them all to our
attention again, because nothing new is
going to be found in this study that was
not found in the 12 earlier studies.

I confess that I can count the bumps on
my head from all the mail and te-hone
calls I have received, and I am sure that
my colleagues have received as many.
This Member will not take up the cudgels
again if and when the Fisher amend-
ment is adopted, or the Civil Service
Commitee amendment is adopted. I will
let somebody else bring about that prem-
ise that everybody agrees on but nobod'
wants to do anything about.

But in the meantime, perhaps without
all of the zeal that my colleague the
gentleman from Florida has, I do think
we ought to realize what we are doing to
the millions and millions of employees
who have no option. We do not tell them:
"You can pay in if you want, and if not
go get a private plan Instead." We tell
them they must pay and we are thcreas-
ing the rate both by this bill and by
existthg law by a very hefty bite out of
their paychecks every week. Everyone
under 30 thinks he is supportg every-
body over 30 In this country. When we
see the size of the bite coming out of their
paycheck, we cannot blame them.

We say we will shore it up, beef it up,
and all of those things in this bill that I
support, and then we say to a group of
employees: "You put up enough of a
lobbythg effort and enough ruckus and
we will contthue giving you the pass that
we have given you all these years."

I say to my friend, the gentleman from
California, he is consistent, but some of
my other friends are inconsistent. It
seems to me they are promoting a high
degree of inequity and unfairness in ask-
ing some people to pay for what otheip
get.

Mr. ROUSSELOT. Mr. Clairman,
will the gentleman yield?

Mr. MIKVA. I yield to the gentleman
from California.

Mr. ROUSSELOT. Mr. Chairman, is it
not true that people now paying taxes
into the social security system are paythg
for the current beneficiaries? Social
security is not an actuarially sound
Insurance and pension plan because
those who pay social security currently
have no guarantee that they will receive
the benefits that the Government leads
them to believe money is now being ac-
cwnulated to protect those later pay-
ments.

Mr. MIKVA. It is an thequitable
system.

Mr. NIX. Mr. Chairman, I yield 2 min-
utes to the gentleman from Missouri
(Mr. GEPHARDT).

Mr. OEPHARDT. Mr. Chairman. I
thank the gentleman for yieldthg.

I would like to sum up by saying three
things.

First. This is a bipartisan effort. The
effort for universal coverage was recog-
'nized both on the Republican side of the
aisle and the Democrat side of the aisle
in the subcommittee and has great sup-
port on both sides.

Second. The difference between the
committee bill and the Fisher amend-
ment is very simp'e. The committee bill
calls for a commitment to universal
covera'e with a study of how it is to be
done. The Fisher amendment or the Nix
amendment would call for a study with a
fatht hope that it could ever happen. The
reason Is that the Federal and State and
local government employees do not now
nor th the future will want to give up the
benefit and privilige they have today of
being able to double-dip. It is a privilege
or benefit no one would not want to give
up.

Mr. NIX. Mr. Chairman I yIeld 2
minutes to the gentleman from Mich-
Igan (Mr. FoRD).
• (Mr. FORD of Michigan asked and
was given permission to revise and ex-
tend his remarks.)

Mr. FORD of Michigan. Mr. Chairman,
I rise th support of the Post Office and
Civil Service Committee amendment to
the origthal bill to exclude Federal em-
ployees from mandatory coverage and in
opposition to the Fisher substitute that
is going to be introduced in a few
moments.

It is important to understand the dil-
ference in the approach taken by the
amendment originally offered by the
gentlewoman from Maryland (Mrs.
SPELLMAN) in the committee and the
Fisher approach.

We had a nice clean amendment,
which Members will find printed in the
bill, which simply said that we study
first and then make up our minds what
we are gothg to do afte we get this study,
while the Ways and Means Committee
said we should make up our mthds first
and then study and try to find the
rationale for why we did it. That is man-
dating coverage for Federal employees.

Now the Fisher amendment comes
along and wraps this amendment into
a totally different approach with State,
county, and local government employees
and nonprofit organization employees.
While a very few Federal employees are
presently covered by social security in
their full-time employment and regular
employment, that is not the case with
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State, county, and municipal employees
or with the employees of nonprofit or-
ganizations. The overwhelming majority
of those employees are presently covered
under what Is referred to as an optional
plan.

We should keep In mind the present
law is not optional for the employee; it
Is optional only for the employer. We
have been receiving a lot of material
from the National League of Cities and
the Conference of Mayors and other
groups. Remember, we are receiving
their Impression of what they want to
do with respect to coverage as employ-
ers. We are not hearing from the em-
ployees of the State and local govern-
ments. From what I have been able to
determine, the employees do in fact
want to be covered by social security as
in fact most of them are now.

The Fisher amendment also will leave
you voting for an increase over and
above the committee bill in the tax to
be collected from every other wage earn-
er in the country and virtually guaran-
tees that the study in 2 years will not
produce coverage for public employees,
even though Mr. FISHER has stated here
that he believes that coverage of Fed-
eral, State, and local employees will fol-
low the study in his amendment.

Mr. NIX. Mr. Chairman, I yIeld 2 min-
utes to the gentleman from Virginia (Mr.
HARRIS).

(Mr. HARRIS asked and was given
permission to revise and extend his re-
marks.)
SOCIAL SECUIUTY COVERAGE OF FEDERAL EM-

PLOYEES SHOULD BE REMOVED FROM THE BILL

Mr. HARRIS. Mr. Chairman, the so-
cial security financing bill, as reported
from the House Ways and Means Com-
mittee, has thrown the Federal employ-
ee's retirement future into a tailspin. Al-
though the committee has not touched
the civil service retirement program, the
bill's provision mandating social secu-
rity coverage of all Federal employees, is
an irresponsible and heavyhanded action
raising more questions than It answers.

The committee has included several
provisions to restore financial soundness
to the shaky social security program and
I believe many of the provisions in the
bill are good news for the current and
future social security recipients. How-
ever, the mistake the committee made
was to put Federal workers into social
security without determining whether or
how social security would be coordinated
with the Federal retirement program.

COMPLICATIONS OF COORDINATION NOT
ANSWERED

Many fundamental questions have to
be answered, for example:

Are the underlying purposes of these
two different programs compatible? The
civil service retirement program was
created by Congress in 1920 to provide a
full retirement income based on salary
and years of service; the social security
program was established In 1933 as an
income assistance program to supple-
ment the earnings or savings of those
who otherwise might not be able to sup-
port themselves.

What incentives should be provided in
a retirement program to attract and re-
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tam quality Federal personnel and to
keep retirement beneftts for civil service
employees competitive with private In-
dustry? The civil service retirement pro-
gram has been a primary employment
benefit provided to attract and retain
high-caliber personneL Our Federal per-
sonnel policies should be in the forefront
of the Nation's employment practices. We
want the best individuals possible to
administer our Federal laws and pro-
grams. An adequate retirement program
is a prime attraction to Federal service.

Does the provision mandating social
security coverage without addressing
what will happen to the Pederal retire-
ment program "break faith" with em-
ployees? A sudden change in the employ-
ee's benefit package contradicts the
agreed-upon terms of employment. The
biggest problem created by the bill is the
"fear of the unknown." Not knowing
what lies down the road; whether one's
retirement is secure and retirement in-
come predictable could inspire a mass
exodus from the Federal service and in-
duce employees into early retirement. It
is not fair to employees to leave them up
in the air.

How will the differing employee con-
tribution rates, 7 percent for Federal
retirement, 6.05 percent for social secur-
ity in 1978 under the bill, and the years-
of-participation requirements, 5 for Fed-
eral employees and 11/2 years for social
security for minimum benefits, be
treated? The Federal employee who.has
15 or 20 years of Federal service and has
contributed 7 percent of his or her salary
for those years has good reason to ques-
tion what will happen under this bill, in
my view. It is Imperative that we protect
the employee's vested pension rights.

What about health benefits, how will
they be affected? Social security recipi-
ents also receive medicare, but Federal
retirees do not. They sometimes pay more
than 50 percent of the cost of their pri-
vate health insurance which these days
in a place like Washington, D.C., can be
as much as $50 a month.

There are other issues to resolve as
well, such as survivor benefits, disability
benefits, taxation of pensions—civil serv-
ice annuities are taxed; social security
benefits are not—and the outside earn-
ings limitation—under the bill, social
security recipients could earn up to
$4,000; civil service retirees have no such
limitation on earnings. My point here is
that the bill mandates a conclusion with-
out justifying or fully exploring the merit
of that conclusion. That is why I' con-
tacted every member of the Social Se-
curity Subcommittee the day after they
acted, urging them to reverse their
action.

LEAVES THE EMPLOYEE IN THE DARK

Perhaps the gravest result of the Ways
and Means Committee action is the fact
that the bill leaves the Federal employee
in the dark. People take Federal jobs
and enter Into an employer-employee
agreement. Retirement benefits are an
Important part of that agreement. As an
employer, It is not fair for us to throw
those benefits into the turmoil of uncer-
tainty. That Is precisely what this bill
has done.
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For these reasons—and to get my ques-
tions answered—I support the amend-
ment offered by the House Post Office
and CIvil Service Committee, on which
I serve, and the amendment offered by
my colleague from Virginia (Mr. FIsH-
ER). These amendments would eliminate
the mandatory coverage provision of the
bill and call for the type of study we
need to resolve the many questions posed
here today. We must not break faith with
our Federal employees. We must offer
Federal workers a sound retirement
package In return for their years of
dedicated publIc service and their pay-
ments out of their own pockets for their
retirement.
AMENDMENT OFFERED BY ME. FISHER AS A SUB-

ST1TUT FOE THE COMM1rlU ON POST OFFICE
AND CIVIL SERVICE AMENDMENT

Mr. FISHER. Mr. Chairman, I offer
an amendment as a substitute for the
committee amendment.

The Clerk read as follows:
Amendment offered by Mr. FISHER as a

substitute ror the Committee on Po8t Office
and Civil Service amendment:

Strike out BectiOns 301 through 304 (be-
ginning on page 164, lIne 20, and ending on
page 178, line 25), nd insert in lieu thereor
the roUowing:

STUDY CONCERNING MANDATORY COVERAGE OF
FEDERAL EMPLOYEES

SEC. 301. (a) As soon as possible after the
date or the enactment or this Act, the Chair-
man or the Civil Service Commission, the
Secretaries of the Treasury and Health.
Education, and Welrae, and the Director
or the Office or Management and Budget shall
jointly undertake and carry Out S detailed
Study with respect to coverage or Federal em.
plOyees within the Old-age, survivors, and
disability insurance system.

(b) The Study to be undertaken under Sub-
section (a) Shall include—

(1) a review or the methods by which rull
coverage of Federal employees within the
old-age, survivors, and disability insurance
system could be attained;

(2) an analySis or the adjustments to such
System (as well as to the civil service retire-
ment and disability system and other Fed-
eral employee retirement syStems involved,
including the roreign service, judiciary, Cen-
tral Intelligence Agency, and District or Co-
lumbia retirement systems) which are neces-
sary under each such method to provide such
coverage, particularly—

(A) adjustments in age, service, and other
eligibility requirements; and

(B) adjustments In the nature and level or
disability, death, and survivor benefits (tak-
ing into account any related ractors such as
the taxability of such benefits);

(3) a comparison or the ftnancial aspects
of each such method, particularly—

(A) the adjustments required by each such
method in the contributions by Federal em-
ployees, the Government (whether by spe-
ciftc contribution or by appropriation), and
others involved;

(B) the adjustments required by each such
method in the manner in which benefit8 are
financed under the retirement systems in-
volved; and

(C) the effects or each such method on the
• solvency or the retirement systexns involved;

(4) the effects of each such method or coy-
erage on—

(A) recruitment and retention or Federal
employees;

(B) other employee beneftts (such as
health benefits coverage provided ror civil
service annuttants): and

(C) Federal, State, and loca' income tax
systems;
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(5) a review of the methods by which pal-

tiai coverage of Federal employees within
the old-age, survivors, and disability Insur-
ance system could be attained, together with
consideration of the factors described In par-
agraphs (2). (3). and (4) a they would re-
late to such partial coverage; anI

(6) alternatives to providing coverage of
Federal employees within the old-age sur-
vivors, and disability insurance system which.
would improve the solvency of the old-age.
survivors, and disability insurance system.
In connection with Buch study Interested
parties, Including Federal employee organi-
zations, associations of retired Federal em-
ployees, and heads of agencies administering
Federal employee retirement systems, shall
be allowed to submit views, arguments, and
data

(c) Upon the completion of the study
under subsection (a) and in any event no
later than 2 years after the date of the
enactment of this Act, the Chairman of the
Civil Service Commission, the Secretaries
of the Treasury and Health. Education, and
Welfare, and the Director of the Office of
Management and Budget shall submit to
the President and to the appropriate com-
mittees of each Houee of the Congress a
joint report on the results of such study
together with their recommendations. Any
such recommendation which Includes ad-
juatments of existing statutes shall be ac-
companted with draft legislation aCcom-
plishing such adjustments.

(d) With respect to Federal employees
under the Federal employee retirement sys-
tems, the study and the report under this
section shall include at least one method
of coverage of Buch employees within the
old-age, survivors, and disability Insurance
system which provides—.

(1) that the benefits available to such
Federal employees would not be less favor-
able than the benefits which are then cur-
rently available to such employees under
the Federal employee retirement systems;
and

(2) that the contributions required of
such Federal employees would not be
greater than the contributions which are
then currently required of such employees
under the Federal employee retirement
systems.

(e) For purposes of this section the term
"Federal employee" means—

(1) an employee, as defined in section
2105 of title 5 United States Code;

(2) an officer or employee of the United
States Poetal Service or of the Postal Rate
Commission; and

(3) any other individual in the employ of
the United States or any instrumentality of
the United States.
STUDY CONCERNING MANDATORY COVERAGE OF

STATE AND LOCAL EMPLOYEES
SEC. 302. (a) As soon aa possible after

the date ot the enactment of this Act, the
Chairman of the Civil Service Commission,
the Secretaries of the Treasury and Health.
Education and Welfare and the Director
of the Office of Management and Budget
shall jointly undertake and carry out a de-
tailed study with respect to coverage of all
State and 10CM government employees with-
in the old-age survivors and disabillty in-
surance system.

(b) The study to be undertftken under
subsection (a) shall include—

(1) a survey of the several States and
their poiltical subdivisions with the objec-
tive of determining—

(A) the types and coverage patterns of
the various State and local retirement and
disability systems now in existence,

(B) the categories of employees within
each such State and locality not now cov-
ered under the old-age. survivors, and dis-
ability Insurance system.
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(C) the methods available in each 8uch
State and locality for financing full par-
ticipation in the old-age. Burvivors, and
disability insurance system.

(D) the financial ability of the various
States and localities to participate in such
system, and the ability of the Federal Gov-
ernnient to require and administer such par-
ticipation, and

(E) any special conditions or situations
existing in particular States and localities
which might cause problems in connection
with the mandatory coverage of all their
employees under the old-age survivors and
disability insurance system;

(2) a review of the methods by which full
coverage of all State and local employees
within the old-age survivors, and disabillty
insurance system might be attained;

(3) an analysis of the kinds of adjustments
to existing State and local retirement and
disability systems which would be necessary
under each such method to make effective
provision for such coverage;

(4) a comparison of the financial aspects
of each such method, particularly with ref-
erence to the ability of the various States
and localities to bear the costs of participa-
tion in the Federal system on a mandatory
full-coverage basis:

(5) the effects of each such method of
coverage on existing coverage ot State and
local employees under their own retirement
and disability systems;

(6) a survey of the legal and constilu-
tional barriers to full participation in the
Federal system, or to making the necessary
adjustments to their own retirement and
disability systemz which may exist in the
various States and localities: and

(7) an analysis of the identiflable prob-
lemB which may exist in particular States
and localities in connection with the man-
datory coverage of their employees under the
old-age, survivors, and disability insurance
system, with emphasis upon the special
problems involved in returning employees to
coverage under such system in States and
localities whose employees were formerly
covered pursuant to State agreement but
which have heretofore elected to terminate
such coverage.
In connection with such study, interested
parties, including State and local employee
organizations, associations of retired State
and local employees. and heads of agencies
administering State and local employee re-
tirement systems, shall be allowed to submit
views, arguments, and data.

(c) Upon the completion of the study un-
der subsection (a) and in any event no later
than 2 years after the datepf the enactment
Ot this Act, the Chairman of the Civil Serv-
ice Commission, the Secretaries of the Treas-
ury and Health. Education and Welfare, and
the Director of the Office of Management and
Budget shall submit to the President and to
the appropriate conimittees of each House
ot the Congress a joint report on the results
of such study together with their recom-
mendations. Any such recommendation
which includes adjustments of existing Fed-
eral statutes shall be accompanied with draft
legislation accomplishing such adjustments.

Strike out section 313 (beginning on page
- 188, line 18, and ending on page 191 line 9).

Redesignate sections 305 through 312 as
sections 303 through 808, respectively.

Conform the table of contents (On page
117).

S S * S *

Page 225, lines 12 and 13 strike out "(as
amended by section 302(d) (8) of this At)'

Page 232, line 9. strike out (e)" and insert
in lieu thereof "(d) ".

Page 232, lines 11 and 12, strike out "(after
•the new subsection added by section 304 of
this Act)".

Page 282. line 14, atrlke out '(e)" and in-
sert In lieu thereof "(d) '.
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Page 242, lines 1 and 2, strike out (a

amended by section 302(e) (4) of this Act)".
S S * S S

Page 119, line 18 strike out '5.15 percent"
and insert in lieu thereof "5.25 percent".

Page 120, lIne 2. Strike out "5.45 percent"
and insert in lieu thereof "5.55 percent".

Page 120, line 4, strike out "6.00 percent"
and insert in Ueu thereot "8.10 percent".

Page 120 lines 16 and 17, strike Out "5.15
percent" and insert in lieu thereof '5.25
percent".

Page 120 line 20, strike Out '5.45 percent
and insert in lieu thereot "5.55 percent".

Page 120 line 22, strike out "6.00 percent"
and insert in lieu thereof "6.10 percent".

Page 121, line 14, strike out "7.70 percent"
and Insert in lieu thereof "7.90 percent".

Page 121 line 18, strike out "8.20 percent"
and Insert in lieu thereot '8.30 percent".

Fage 121, line 21, strike out "9.00 percent"
and insert in lieu- thereof "9.15 percent".

Page 125 line 25, strike out "$27,900" and
insert in lieu thereof "$297O0".

Mr. FISHER (during the reading). Mr
Chairman, I ask unanimous consent that
the amendment be considered as read
and printed in the RECORD.

The CHAIRMAN. Is there objection to
the request of the gentleman from
Virginia?

There was no objection.
The CHAIRMAN. The gentleman from

Virginia (Mr. Fisii) will be recognized
for 15 minutes and the gentleman from
Oregon (Mr. ULLMAN) will be recog-
nized for 15 mInutes.

The Chair now recognizes the gentle-
man from Vlrglna (Mr. FISHER)

(Mr. FISHER asked and was given
permission to revise and extend his
remarks.)

Mr. FISHER. Mr. Chairman, I have an
amendment which I want to offer as a
substitute for the Post Office and Civil
Service Committee amendment to the
social security financing bll1 My amend-
ment lncQrporates all the provisions of
the Civil Service Committee amendment,
but goes further. The purpose of my
amendment is to strike the provisions re-
quiring all Government employees and
employees of nonprofit organizations to
be covered by soca1 security. The cur-
rent law. under which Federal employ-
ees are not covered and employees of
State and local governments and non-
profit organizations are covered as
groups under voluntary agreements,
would remain in effect.

In addition to striking universal cov-
erage, my amendment will require
studies concerning mandatory coverage
of Federal and State and local govern-
ment employees to be conducted jointly
by the Civil Service Commission, Depart-
ments of Treasury aild Health, Educa-
tion, and WeLfare, and the Office of Man-
agement and Budget. The results of these
studies, will be reported back to Congress
in 2 years. In the case of Federal employ-
ees, a plan for coordinating social secu-
rity wiih exLsting retirement systems
would be prepared for the Congress to
consider and act on. The. plan for co-
ordlnatmg social security and the civil
service retirement system must include
a method which will make Federal em-
ployees no worse off than they would be
under the existing system, In terms of
costs and benefits. The amendment also
Includes a small standby payroll tax In-
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crease and wage base increase to be ef-
fectJve in 1981—O.1 percent and $1,800 re-
spectively based on estimates prepared
by the Social Security Administration—
to replace the revenue loss that would be
incurred if coverage Is not extended.

Whatever the merits of universal cov-
erage, I do not think it shonid be required
without a thorough study of its effects
on existing retirement systems and the
benefits which have been promised to
employees. ' The study will permit this
careful look before we leap into manda-
tory coverage. If the recommendation of
the study is for universal coverage, Con-
gress could then mai date it. In that case
the additional taxes in the Fisher
amendment would not be necessary. On
the other hand, if the study proposes
some other alternative, then Congress
could act on that. Right now the lack of
information about the Impact of tinl-
versa) coverage, and the resulting distress
that the affected employees and State
and local governments have felt, make a
strong case for the need for a study be-
fore the coverage requirement is im-
posed.

There Is a significant difference be-
tween the study required by my amend-
ment and the study already in the com-
mittee bifi. Under the committee bifi the
social security coverage will be extended
to Government workers, regardless of the
conclusion and recommendation of the
study. The study in my amendment will
examine ways of coordinating social se-
cupity with civil service retirement for
Federal employees without having a pre-
determined conclusion. Also the study in
my amendment will look into issues in-
volved in coverage for State and local
government employees. They are not in-
cluded in the study in the bill.

Reliable data on the impact of uni-
versal coverage are hard to come by. Ap-
proximately 30 percent of all State and
local government employees are not cov-
ered by social security. No one knows
what effect the extension of social se
curity will have on their existing, well-
established pension plans. Nor does any-
one know what the costs of this coverage
will be, either to the Government em-
ployer or to the employee. The same
questions exist with regard to Federal
employees.

Universal coverage is really back-door
general revenue financing for social se-
curity. Because the payroll tax is shared
equally by employer and employee, half
of the infusion of revenue from the new
coverage will come from Federal, State,
and local treasuries. The Federal em-
ployer share will have to be paid either
from an increase in income and other
taxes or in the deficit. Even more dis-
turbing is the prospect that State and
local governments will have to pay sev-
eral billion dollars more in 1982 to the
Federal Treasury as the employer share
of social security taxes. These jurisdic-
tions will have to raise the funds in
some way. One way would be to reduce
existing pension benefits, which may not
be permissible under their laws or State
constitutions. Another way would be to
hike the property tax and other regres-
sive taxes which are the mainstay of
local government finance.

An additional problem with requjring
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State and local governments to pay so-
cial security tazes is a constitutional one.
It has long been assumed that social se-
curity had to be voluntary for State and
local governments. I would expect that
this provision of the comm1tee bill, if
not changed by my amendment, would
be challenged in the courts, perhaps
successfully.

Security in old age is one of the most
important issues in anyone's life. I do
not believe that Congress should make
changes in the arrangements that have
been provided for workers in their old
age without careful examination of the
consequences. My amendment permits
such an examination in the case of cov-
erage under social security of Govern-
ment and nonprofit organization em-
ployees. This issue should be carefully
studied before the mandate for coverage
Is Imposed. The study provision in my
amendment permits this to occur in time
for Congress to act to Impose the cov-
erage by the date contemplated in the
committee bill, but in a much more
orderly manner.

The social security financing bill will
be a stronger bifi with the inclusion of
my amendment. The Democratic steer-
ing and policy committee has endorsed
the Fisher amendment without a single
dissenting vote. The Secretary of Health,
Education, and Welfare and the Chair-
man of the Civil Service Commission
have also endorsed my amendment. The
House Committee on Post Office and
Civil Service voted unanimously to de-
lete Federal employees from the bill and
call for a study. Major groups and asso-
ciations are supporting the amendment
including unions representing Federal
employees, postal workers, teachers, p0-
licemen, and firemen and organizations
representing Sta4,e, county and munic-
ipal governments.

I urge my colleagues to vote for this
amendment and for the bill.

Mr. ROUSSELOT. Mr. Chairman, will
• the gentleman yield at that point?

Mr. FISHER. Very briefly.
Mr. ROUSSELOT. I agree with my

colleague from Virginia (Mr. FISHER) on
the need for a study. There have been
complaints heard today that we have
had too many studies. but as a result
of our experiencein 1972 when we tried
to merge medicare with the Federal em-
ployees health benefits program. we ran
into all kinds of problems in integrating
those two programs, and the need for
comprehensive study is apparent. The
reason we had these problems is that we
did not give the question enough study
before we did it, and we had to keep
extending the time of the merger.

So, the point the gentleman makes
that we need adequate time to merge
these complex systems is well taken. We
have that on the basis of the bad ex-
perience of 1972 by this very same com-
mittee. At this point, I would like to
call my colleagues attention to the Post
Office and Civil Service Committee re-
port which discusses the abortive 1972
effort:
PREVIOIJS EXPERIENCE ON SIMILAR LEGISLATIVE

ISSUE
To Illustrate the complexity of the prop-

osition to Integrate the benefits of the civil
service retirement system with those of the
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social Security system, It might be helpful to
review a similar situation concerning the
coordination of Medicare and the Federal
Employees Health Benefits program.

The committee believes an analogy can be
drawn between the unsuccessful attempt in
1972 to mandate coordination of Medicare
and the Federal Employees Health Benefits
program without the benefit of an adequate
study to determine the feasibility of effect-
ing such a change, and the attempt now in
1977 to Integrate the benefits of the social
security system with the civil service retire-
ment system—the two largest retirement sys.
tems in the country—without a comprehen-
sive study as contemplated by our commit-
tee amendment.

In 1972, the House Committee on Ways and
Means adopted an amendment to HR. 1
(Public Law 92-603. Social Security Amend-
ments) providing that as of January 1, 1975,
medicare payments would not be made for
items and services covered under a bene-
ficiarys Federal Employees Health Benefits
Program plan unless, prior to that date, the
Federal Employees Health Benefits program
was modified to provide plans that supple-
ment medicare coverage. The purpose of this
provision was tb focus attention on the need
to consider improved coordination of Medi-
care and the Federal Employees Health Bene-
fits program.

In the interim period (Oct. 80, 1972 to Jan.
1, 1975) full implementation of this require-
ment was to be accomplished. However, in
1974, because of the lack of progress toward
coordination, the effective date was extended
for another year to January 1, 1976 (Public
Law 93—480). This law also provided for a
joint progress report by the Department of
Health, Education, and Welfare and the
Civil Service Commission, to be submitted
no later than March 1, 1975. This report. sub-
mitted on February 26, 1975, along with the
recommendations of the General Accounting
OMce, outlined the problems of meeting the
requirements of section 1862(c) of Public
Law 92—603.

In the report. the Department of Health.
Education, and Welfare and the Civil Service
Commission maintained "that the modifica-
tions of Federal Employees Health Benefits
Program in accordance with section 1862(c)
would not be In the beat Interests of dually
entitled Federal Employees Health Benefits
and medicare beneficiaries, and would create
expensive and unnecessary administrative
problems", The reasons for this conclusion
were expressed in a letter to Chairman David
Henderson, House Committee on Post OMce
and Civil Service, from Secretary Casper
Weinberger of the Department of Health.
Education, and Welfare and Chairman Robert
Hampton of the Civil Service Commission, as
follows:

The Civil Service Commission actuarial
estimates are that if, as section 1862(c) Im-
plies, the premiums for the supplemental
plans were based solely on the health experi-
ence of the aged and disabled who are en-
titled to medicare, rather than on the health
experiehce of all Federal Employees HealthBenefits enrollees, a Federal Employees
Health Benefits option to supplement part B
alone would offer the same benefits as now
for a higher premium. All option to supple.
ment part A alone would offer the same bene-fits for about the same premium. Stated
differently, an option to supplement when an
individual has only part A appears unneces-
sary. while an option to supplement when anindividual has only part B would disadvan-
tage those Federal Employees Health Benefits
enrollees who subscribe to it.

Section 1862(c) requires that the Govern-
ment's full standard contribution to Federal
Employees Health Benets Coverage (as cal-
culated annually under 5 U.S.C. 8906) be
applied to pay the beneficiary's premium for
the supplemental Federal Employees Health
Benefits option, has part B premiums or
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both, but does not provide Zor czeditig any
portion of the Government Pederal Employ-
ees Heaith Benefita contribuUon toward the
premium of the employee's or nnuitant's
spouse (or child) who may be covered under
a Federal Employees Health Benefit6 family
enrollment but not under medicare.

Twelve addiUonal opuons would be needed
under each of the 46 plans participating in
the Federa' Employees He&th Benefita Pro-
gram to supplement (a) Part A of Medicare.
(b) Part B of Medicare. and (c) Part8 A and
B of Medicare, each for four family group-
thgs: (1) for self only enrollees, (2) famiLies
where only the dependents re covered by
znedicaie—makIxg over 500 addiUonal op-
tions. Thus, the Pederal Employees Eealth
Benefita Program would be greatly compli-
ested.

The Comptroller Genera3 offered an alter-
z3atlve to schieve coordination which called
to the Government to simply pay Medicare
Part B premiums for ll eligible Federal Em-
ployees Heith Benet enrollees. The Comp-
trofler General's report also suggested con-
ttnutloii without change of the existing sys-
tern to coordinating the benefita of the two
pmgrams.

After careZul consideration of the various
titernatives to coordinate the benefits under
medicare und the Federal Employees HeaJth
Binefite program, the Commfttee on Ways
and Means reported in 1975 that it 1S 130t
convinced that equity requires the Govern-
ent to substantially increase its expendi-
ture under the two programs in an effort to
scconpl1sh this."

The commfttee, therefore, concluded that
the existing re1ationsip between Medicsre
and the Pederl Employees Beelth Benefits
Program shou'd be maintained. Public Law
*4-1, repealed section 1862(c) of the Social
Security Act on December 31. 1975, bringing
to a cloae this legislative 4venture.

The Ides of better coordinating the bene-
flts of Medicare with those of the P'ederal
employees Beth Beneftt8 Program was use-
ful, and obvious'y the House Committee bn
Ways and Means felt it could be done by Ue
m*ndated date of January 1, 1975, which was
ovr 2 years from the date of enactment.
However, is this entire Issue was more care-
lully studied by the Department of HeQith,
Educstioi, md Welfare md the Civil Servtve
(nnaIzsion, it became ineresingly evident
that EO easy nethod could be found to im-
plement the 1egIslt1ve mandate. The Con-
grs, 8eelng the IuUUty of this requirement
of saw. wisely repealed it rsthed than at-
tempt the cumbersome snd overly costly
approach of amending the Medicare and the
'edert1 Employees Health Benefits laws.

To avoid recurrence of this type of legis-
lattve procedure, we sUongly suggest a care-
lul ccniprehenzive btudy be undertaken to
determine the feasibility of Integrating the
Civil Service Retirement System and the So-
clal Security System betore mandating such
integraUon.

Mr. AlLEN. Mr. Chairman, will the
gentleman yield?

Mr. FISHER. Very briefly.
Mr. ALLEN. Does not President Car-

ter and his administration support the
gentleman's amendment, including the
amendment recommended by the Post
Office Committee?

Mr. FISHER. Yes, they do, and Mem-
bers have all received a letter from Sec-
retary Cailfano. I have another letter
from the head of the Civil Service Com-
mission endorsing my amendment. The
Democratic Steering and Policy Commit-
tee has endorsed the- Fisher amendment
without a single dlssenUng vote. The
House Committee on Pc6t Office and
Civil Service has voted unanimousb to
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de1eIe Federal employees from the bill
and call Zor a study. mit Is the tent
of their juiisdictlon. I do embrace their
amendment entirely In mine.

Mr. ALLEN. I thank the gentleman.
Mr. FISHER. Many major groups have

endorsed this, as the Members know
from being on the telephone and receiv-
ing calls and mail in the last few days.
I do urge most strongly that the Mem-
bers vote for this amendment and for the
bill. I think there Is grave risk that the
bill ni&y not make it without this amend-
ment

Mr. WHITEHURST. Mr. Chairman,
will the gentleman yield?

Mr. FISHER. I yield to my colleague
from Virginia.

(Mr. WHITEHUEST asked and was
riven permission to revise and extend
his remarks.)

Mr. WHITEHURST. Mr. Chairman, I
wish to strongly support the amendment
offered by my colleague from Virginia.
I cannot recall an Instance in which a
committee of this Congress has approved
major legislation—affecting millions of
Americans and every unit of govern-
meñt in this Nation—with so little anal-
35S. or understanding of what the ulti-
mate impact of the legislation will be.
The Ways and Means Committee would
require social security coverage for 6 or
7 million Federal, State, and local gov-
ernment workers as well as employees of
private nonprofit organizations. Yet, the
committee offers absolutely no evidence
oI the feasibility of bringing these work-
ers nto the social security system. It
provides no guidance concerning the
complex process required to meld the
social security system with the 12 prln-
cipal Federal retirement systems and the
myriad State, local, and private non-
profit systems. Nor does the committee
even tell us that there will be any real
Improvement in the fiscal condition of
the social security trust fund. While most
would agree that the committee pro-
vision would result in a quick Infusion of
funds Into the trust fund, it must be
remembered that the 7 million newly
covered workers and the future genera-
tions of Government employees will be
ultimately collecting social security bene-
fits. Moreover, the Federal, State, and
local governments would presumably be
•called upon to contribute billions an-
nually from their general revenues as
the employers share of contributions to
social security. But, the Ways and Means
Committee, in its haste to enact this
legislation, has neglected to provide us
with estimates of the cost of future bene-
fits for these newly covered workers or
the contributions required from general
revenues.

We should all understand that if the
provsrnn before us today becomes law.
the civil service retirement system as
presently constituted will no longer exist.
Federal workers now contribute 7 per-
cent of their salaries to the civil service
retirement system. TJ'der HR. 9346, so-
cial security taxes will ultimately be
raised to over 7 percent of a worker's
income. All of us recognize that It Is
thleaslble to require Federal employees
to pay 14 percent of their incomes to
retirement programs In addition, there
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are overlapping disability and medical
insurance aspects of social security and
civil service retirement, and it would not
make sense to continue these duplicative
programs unchanged. Obviously, the
contributions to.and the benefits derived
from the civil service retirement will
have to be reduced. But, will the com-
bined employee contributions to social
security and civil service retirement be
increased? Will total benefits be lower?
Neither the Ways and Means Committee
nor anyone else can answer these ques-
tions.

I have received scores of letters and
telephone caBs from Federal employees
and others affected by the universal
coverage provision. They want to know
what the impact of the provion will be
on them, and they are baffled when I
respond that I do not know. Even the
current Federal retirees are concerned,
because they understand that contribu-
tions from current Federal workers help
to pay their retfrement income. If the
current employees' contributions are
reduced, the retirees' benefits could be
threatened. These individuals are not
necessarily opposed to universal social
security coverage, but they want assur-
ance that the contractual obligations of
Federal, State, and local governments to
them will be met. They cannot under-
stand how the Congress can require uni-
versal coverage before finding out what
its ramifications will be.

The amendment offered by the gentle-
man from Virginia does not preclude
social security coverage of Government
workers. It simply recogrüzes that the
rational and re8ponsible way to ap-
proach this complex Issue is to deter-
mine the impact of universal coverage
on employers, employees, and taxpay -
ers before, and not after, imposing it.
The Congress has a profound obligation
to avoid causing widespread uncertainty
and threatening the security of millions
of citizens and their families. No change
in the wide variety of GoveñTent retire-
ment plans now in effect shoud be made
until the Congress can explain the
change clearly to the Ameiican people.

I urge the adoption of the amendment
offered by the gentleman from Virginia.

Mr. LEVITAS. Mr. Chairman, will the
gentleman yield?

Mr. FISHER. I yield to the gentleman
Xrom Georgia.

Mr. LEVITAS. I thank my colleague
for yielding. I would like to say that I
have received similar contacts, and I
have found that most of the stuff that
has been sent to me in these contacts
has been wrong. It ha5 been noted that
this bill provides for a merger of civil
service retirement and social security.
which it does not. It is said that the
employees In the civil service will lose
their benefits under this proposal. vhich
they would not.

However, there 1.5 one va1d point that
I think has been made. I favor univrsal
coverage because I think it is fair. but
I also think it is fair to let the people
know what type of coverage they are
going to get before it is put on. For that
reason, I see merit in the proposal of
the gentleman from Virginia. and I bone
we adopt it.
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Mr. ROSTENKOWSKI. Mr. Chair-

man, will the gentleman yield so that 1
may put a question to the chair?

Mr. FISHER. I yield to the gentleman
from Illinois.

Mr. ROSTENKOWSKI. Mr. Chair-
man, It was my understanding that the
amendments that were made in order
by the- rule, including the amendment
of the gentleman from Virginia (Mr.
FIsnsR) were to contain compensating
Increases In the social security tax rates
and/or the wage base to maintain the
actuarial status of all the trust funds at
the same level as Is provided for in the
bill as reported by the committee. As I
pointed out during general debate on this
legislation, the Fisher amendment, un-
fortunately. does not do that. It Is
slightly underfinanced over the long run
with respect to the cash program and
seriously underfinanced in the short
run with respect to the medicare trust
fund.

Mr. Chairman. I would like to take the
appropriate . legislative remedy to cor-
rect this error whIch, .1! uncorrected,
would cost the medicare trust fund al-
most $25 billion between 1982 and 1987
and which In 1987 would leave the medi-
cate trust fund with far less of a reserve
than was intended in the Ways and
Means Committee bill.

Mr. Chairman, could the Chair advise
me as to what procedural remedies would
be available to the gentleman from
Illinois to correct this unintentional but
very serious error embodied In the gen-
tleman's amendment?

The CHAIRMAN. The Chair would
advise the gentleman that under the rule
adopted by the House earlier today, the
only means by which a perfecting or
correcting amendment to the Fisher
amendment could be considered would be
by unanimous consent.

Mr. FISHER. Mr. Chairman. may I
reclaim my time to respond to the gen-
tleman's point?

Mr. ROSTENKOWSKI. Mr. Chairman,
If the gentleman will yield, If that is the
situation, Is It appropriate at this time
to then ask unanimous consent to
modify?

The CHAIRMAN. If the gentleman
from Virginia (Mr. Fzssrsa) yields.

Mr. FISHER. Mr. Chairman, I just
yielded to the gentleman. If I could re-
spond to the point the gentleman makes,
my amendment does incorporate, as 1
Indicated earlier, a small Increase In the
tax rate and in the wage base to cover
just the kind of contingency the gentle-
man raises. These are based on the actu-
arial figures that the Social Security Ad-
ministration furnished earlier to our
committee and which were the ones made
available to me at the time I had to pre-
pare the amendment.

I have subsequently received word
from the Commissioner of Social Secu-
rit.y, as follows:

in summary, I think it Is unlair to con-
dude that the Fisher amendment falls to
reasonably finance the several trust funds.

And the Commissioner goes on to say:
The point to be stressed about health In-

surance Is that a provision is made, either
Sn existing law. In the Committee bill or In
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the Fisher amendment, to adequately -
nance Health. Insurance for the full 25-
year period. The facts are that under pres-
ent law Health Insurance will run out of
money around 1987. Under the Fisher amend-
ment, funds would not be exhausted until
1988, compared to 1991 under the Commit-
tee bill. In my vtew, this Is all rather aca-
demic In that no one expects any of these
arrangements to serve as the permanent ar-
rangement for Bealth Insurance.

So It seems to me that It Is just a ques-
tion of whether we will run out in 1987,
1988, or 1991, and that long before that,-
obviously, preventive action will have to
be taken by the commlttee and by the
Congress.

Mi. ROSTENKOWSKI. Mr. Chair-
man, will the gentleman yield further?

Mr. FISHER. I yield to the gentle-
man from Illinois.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I certainly agree that the funds
are going to run out and there is going
to have to be another adjustment. But
the splilt, as I understand It, of the
rule. as was explained in several debates,
was that If we should take government
and not-for-profit employees out from
undcr the umbrella of universal cover-
age. we would have compensating lan-
guage to keep the actuarial status as it
was In the committee bill

I maintain that under the Fisher
amendment the spirit of the rule Is
violated, and that the hospital trust fund
will lose $25 billion.

Mr. FISHER. Mr. Chairman, my
amendment was, as was the committee
bill, based on the actuarial figures fur-
nished to us. I have also read to the Mem-
bers a communication from the Com-
missioner of Social Security dated just a
day or two ago that makes the point I
brought out.

I think the problem Is one that has to
be solved, but thIs Is not the appropriate,
way to solve It.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I will say to the gentleman that I
am still under the Impression that the
Commissioner also agrees that we will
lose $25 billion under this amendment
from the health insurance fund.

Mr. FISHER. Mr. Chairman, another
way.. to put it is that under my amend-
ment the hospital fund runs down in
1988, under the present law it runs down
In 1987, and under the committee bill It
runs down in 1991.

Mr. ULLMAN. Mr. Chairman, If the
gentleman will yield, I can well under-
stand the concerns of the chairman of
the Subcommittee on Health—and he
should have concerns—as to the state of
the HI trust fund. I want to make It
clear, though, that in our committee pro-
ceedings we were talking about 0.15 per-
cent of payroll in 1981.

The CHAIRMAN. The time of the
gentleman from Virginia (Mr. FISHER)
lms expired.

Mr. 'FISHER. Mr. Chairman, I yield
myself 2 addItional minutes.

Mr. ULLMAN. Mr. Chairman, will the
gentleman yield further?

Mr. FISHER. I yield to the chairman
of the committee.

Mr. ULLMAN. Mr. Chairman, let me
say that the gentleman's amendment
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about correlates with what I have stated.
It is true that the amendment does bring
the HI fund down more than I would
like and more than the gentleman from
IllinoIs (Mr. R0STENK0W5KI) would like.
But I hope the gentleman from Illinois.
who is the chairman of the Subcommit-
tee on Health, would agree that it would
be better that we pursue this matter
through the Congrest and the other
body. We will then In conference make
an effort to bring the HI fund back up to
the committee levels or above.

If the gentleman will agree with that
approach, we could suspend any further
consideration of this Issue at this time.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I certainly thank the committee
chairman for that.assurance.

Mr.. MARTIN. Mr. Chairman, while
driving to work this morning I was
greeted with the radio news that the
White House favors keeping Federal em-
ployees out of the social security system.
I Could not help but . think how that
word of support for employees could not
be much different from similar state-
ments that business employers must have
made in 1936 when private employees
were put Into the system.

The truth Is: under the present law
half of our public employees already
manage to qualify for social security
benefits that exceed their contributIons
by $1 billion a year. That is a good deal
for them. But somebody has to pay for it.

Do you want to guess who will have to
pay for it? It is the same taxpayers who
are in social securIty now. I am talking
about those 100 million workers in the
private sector who are the same ones who
have to pay income taxes to pay for the
salaries and fringe benefits for all our
public employees. They are the ones who
are going to have to ante up another bil-
lion dollars a year to pay for the 3 mil-
lion public employees who will qualify for
the windfall benefit. I think they are
going to figure out what Is going on.

The amendments of the Post Office
Committee and of Mr. FIsHER should be
rejected.

Mr. FISHER. Mr. Chairman, I reserve
the balance of my time.

'The CHAIRiIAN. The gentleman from
Virginia (Mr. P1SHER. has consumed 14
minutes.

Mr. ULLMAN. Mr. Chairman, I yield 3
minutes to the ranking minority member
of the committee, the gentleman from
New York (Mr. COs'ABLE).

Mr. CONABLE. Mr. Chairman, I rise
in opposItion to the Fisher and Nix
amendments.

I must say that. I agree with the gen-
tleman from Florida Mr. GIBBONS)
that there has been a great deal of mis-
information in this area. Many of the
people who are good, honest public em-
ployees have been terrified into believing
that somehow their pension benefits are
going to be taken away from them after
years of contributing into a system
whIch is currently in existence.

There is, of course. no Intent on the
part of the committee to do that.

I must say that -a second objection.
about which I have heard a great deal
here, is that nobody knows exactly
how the integrated system Is going to
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work. We have many examples of an
integrated system, not only In business
but with respect to Federal military em-
ployees and with respect to aimost any
system In which there is dual coverage,
one related to the other and supple-
mental to the other.

In fact, many of the people who are
objecting to our not having spelled out
how this integration is going to take

• place would be the first people to object
If the Committee on Ways and Means
had tried to spell it out, because that
would have been a violation of the jtuls-
diction of the Committee on Post Office
and CivL Service. We clearly understood
that, and that is the reason the effective
date on the shift was made for 1982, so
that there would be plenty of time to
work out the details and give reassur-
ances to the Federal and other public
employees that they were not in fact go-
ing to have their benefits taken away
from them, but that they were going to
wind up with a more flexible and poten-
tially more valuable system than the one
they have at this point.

It has already been pointed out, Mr.
Chairman, that the Fisher amendment
is not adequately financed. I think there
is a serious question as to what the im-
pact ultimately wifi be.

Mr. Chairman, this issue will not go
away. It is going to be coming up time
and time again, as long as we have an
enclave of Federal employees and public
employees who are not covered by social
security.

As long as our constituents can come
to us and say. "Of course you are going
to run the system into the ground; you
do not need to worry about it because
you are not covered by it,', there is bound
to be agitation to see that we accept the
responsibility for directing this system
adequately and that we make ourselves
subject to any disabilities that may
afflict the system.

Mr. KETCHUM. Mr. Chairman, will
the gentleman yield?

Mr. CONABLE. I yield to the gentle-
man from California.

Mr. KETCHUM. Mr. Chairman, I
thank the gentleman for yielding, and I
certainly concur with his remarks.

I am wondering whether, through the
gentleman to the chairman, a request
of some sort might be in order to live up
to the spirit of our agreement which says
that any amendment offered, must be
balanced.

Does it take unanimous consent to do
that?

The CHAIRMAN. The time of the
gentleman from New York (Mr. CoN-
ABLE' has expired.

PARLIAMENTARY INQUIRY

Mr. KETCHUM. Mr. Chairman. I have
a parliamentary inquiry.

The CHAIRMAN. Does the gentle-
man from Oregon (Mr. ULLMAN) yield
for the purpose of a parliamentary in-.
quiry?

Mr. ULLMAN. I do, Mr. Chairman: I
yield to the gentleman from California.

Mr. KETCHUM. I thank the gentle-
man for yielding.

Mr. Chairman, I make this parlia-.
mentary inquiry: There was an agree-
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ment on the part of the members of the
Committee on Ways arid Means that no
amendment would be offered unless it
was balanced.

To the best of my knowledge, Mr.
Chairman, every Member offering an
amendment has offered it on a balanced
basis, replacing funds lost.

My parliamentary inquiry, Mr. Chair-
man, is, Wffl it be in order to make at
least a unanimous-consent request that
the figures in the Fisher amendment be
adjusted upward to balance that fund?

The CHAIRMAN. The Chair will re-
spond to the gentleman by saying that
under the rule adopted by the House
previously, such can be done only
through a unanimous-consent request.

Mr. KETCHUM. I thank the Chair.
Mr. tJLLMAN. Mr. Chairman, I yield

such time as he may consume to the
gentleman from Pennsylvania (Mr.
LEDERER).

(Mr. LEDER' asked and was given
permission to revise and extend his re-
marks.)

Mr. LEDERER. Mr. Chairman, I rise
in support of the Fisher amendment to
delete title III, mandatory coverage for
Federal employees from the proposed
legislation.

I do not object to the principle of such
coverage. Indeed, I have long felt the
need to incorporate these groups under
the social security system. However, the
committee proposal, while addressing
some of the more difficult financing as-
pects of this legislation, does not take
into account the way such an integration
process will take place. For example, the
committee, I am sure, never intended to
provide dual pension coverage for Fed-
eral employees, that is to provide full
benefits under both the systems. Does the
committee plan to require that Federal
employees pay large sums of ioney into
both systems? If so, what level of bene-
fits wifi an employee who is unable to
acquire the necessary quarters under so-
cial security receive?

There is no doubt in my mind that the
integration of both of these pension sys-
tems will eventually take place. The
retirement systems for Federal employ-
ees wifi need to be restructured to avoid
overlapping benefits and dual payments
vls-a-vis the social security system. This
can hardly be done overnight and should
be worked out before Members of this
House are asked to vote on universal
coverage at this time without the benefit
of an intensive study on the implications
of such coverage on the Federal em-
ployees, the civil service retirement
system and the social security system.

Mr. Chairman, I realize that in some
quarters it is very easy and somewhat
advantageous to attack Federal em-
ployees. I might remind my colleagues
in the House that we are also employees
of the Federal Government. I do not be-
lieve that anyone wants to deny any
pensioner, whether Federal employee or
not, the pension they deserve without a
careful study of the matter. Therefore.
Mr. Chairman, I urge my colleagues to
vote for the Fisher amendment and sup-
port the creation of a special commission
to study and report back to the Congress
on the implications of such an integra-
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tion process. Once that occurs, and all
the facts are before this body then I am
sure I can support the efforts of my
colleagues to provide for universal cover-
age, or at least have more information
on which to base my vote.

Mr. UILMAN. Mr. Chairman, I yield
such time as she may consume to the
gentlewoman from Ohio (Ms. OAKAR.

(Ms. OAKAR asked and was given
permission to revise and extend her
remarks.)

Ms. OAKAR. Mr. Chairman, I rise in
support of the Post Office Committee's
amendment to the Fisher amendment.
which would delete the provisions man-
dating social security coverage for all
Federal, State, and local government
employees.

Without question, the enactment of the
universal coverage provision would have
a tremendous impact upon the retire-
ment pensions of millions of men and
women who work for their Government
at all of its levels. These are pensions for
which they are devoting a part of their
pay, and on which they are relying for
material well-being in their retirement
years.

I believe that, before making a change
with such vast implications, we have a
number of obligations to these workers
which we must fulfil]. I am supporting
this amendment because I believe the
House, in the bill before us now, has not
yet fulfilled these obligations.

We have, first of all, an obligation to
permit those who would be most affected
by this legislation to have a say in the
proceedings. As the mail and paione calls
now coming to all of our offices attest.
Government employees feel they have
not had a chance to be heard, and they
are right The universal coverage pro-
vision was not seriously considered until
mid-September, long after the hearings
on this bill had been completed. It was
not a part of the President's proposal,
nor was it part of any other major pro-
posal befoi'e the subcommittee.

I know that many of my colleagues
assert that universal coverage has been
discussed for many years, and refer to
reports of the Advisory Council on Social
Security and others in Washington. But
all of us know there is a big difference
between the attention focused upon pro-
posals that are being seriously discussed
and have some chance of being enacted.
and those that are being bandied about
generally, without having any significant
support. Universal coverage has moved
rather rapidly from the latter category
to the former, and, again, the workers
in Cleveland and everywhere else be-
lieve quite rightly that this decision is
being made without their having a full
opportunity to express their views, make
suggestions, and otherwise participate
in the decisionmaking.

Second, before we make any change
along the lines suggested in this bill, we
have an obligation to tell workers ex-
actly what their pension would be under
the new legislation. Again, the bill be-
fore us fails to fulfill this obligation. At
best, Federal workers would be told
what kind of pension they would have
as a result of the forces set in mstion
by this bill in 2 or 3 years, when the re-
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port of the Department of Health, Edu-
cation, and Welfare is due. States and
localities would be left to fend for them-
selves, alid it is anybody's guess when
or how they would resolve the many
problems this bill would cause in their
pension systems.

Many of my colleagues who favor this
bill assert that social security an exist-
mr governmental pension plans can be
integrated so that no one loses anyththg
to which he Is entitled. They may be
right. But when it comes to something
as important as someone's pension, we
cannot simply say, "Trust me. I will take
care of everything." Before we take the
step proposed in this bill, we should be
able to tell each working man and woman
exactly what the change will mean for
his or her pension.

I believe the approach of the Fisher
amendment, which strikes the manda-
tory coverage language and calls for a
study of universal coverage to be com-
pleted by 1980, s a reasonable one, which
gives due recognition to what s at stake
in the mandatory coverage issue: I urge
Its adoption.

Mr. ULLMAN. Mr. Chairman, I yield
such Ume as he may consume to the
gentleman from Washington (Mr.
Dicxs).

(Mr. DICKS asked and was given
permission to revise and extend hs
remarks.)

Mr. DICKS. Mr. Chairman, I rise in
support of the amendment offered by
the gentleman from Virgthia.

This bill, as reported by the Ways and
Means Committee, would extend cov-
erage of the social security system to all
Federal employees, as well as .to State
and local employees not presently co'-
ered. Yet the bill gives no indication of
how this will be accomplished. All we
have to go on is that a study will be con-
ducted on how this should be done, and
the study would be submitted to the
Congress at the beginning of 1980.

This approach seems to be a back-
wards way to address a public policy
question. Any merging of the civil service
retirement system with social security
will require a very complex method of
implementation if the goal that Federal
employees as a group are not made worse
off and that thdividual employees are
unfairly treated s to be met. There
would, without a doubt, be numerous
questions on whether thdividual recom-
mendations would achieve these goals. A
strong possibility exists that no imple-
mentation program could be agreed to by
1982, or worse that an implementation
program would be hastily adopted th
order to meet the deadline in the bill fot.
universal coverage.

This amendment would put the horse
back in front of the cart by requirthg the
study to determine if and how this action
should be taken before a commitment s
made to adopting universal coverage.
Personally I have some real questions as
to whether universal coverage is advis-
able. The lack of information about how
some of the unique aspects of the civil
service retirement system would be
treated makes me very reluctant to make
a commitment. By conducting the study
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.first, thformation wifi be available to
make rational Judgments on the details
of a possible Implementation of uni-
versal coverage. Social security questions
have, by their nature, very long-term
Implications.

Once changes have been adopted, they
are often difficult to correct. Even when
they can be corrected, their impact can
be immense as the decoupling issue has
illustrated.

This amendment thcludes provisions
for thcreases in the tax rate and wage
base in the future to compensate any rev-
enue lost by eliminatthg the mandate for
universal coverage, so ith adoption will
not place the committee s carefully de-
veloped proposals for raising revenues
for the trust funds th Jeopardy.

To my mthd there s no compelling
reason to commit us to an action we may
regret later, and thus,urge my colleagues
to support this amendment.

Mr. ULLMAN. Mr. Chairman, I yield
such time as he may consume to the gen-
tleman from Guam (Mr. WON PAT).

(Mr. WON PAT asked and was given
permission to revise and extend his re-
marks.)

Mr. WON PAT. Mr. Chairman, I rise
in support of Congressman JOSEPH FISHER
of Virginia's amendment to strike from
H.R. 9346 that section of the bill which
would require mandatory participation
in the Social Security Act for Federal,
State. and local government employees
by 1982.

Congressman FISHER suggests instead
that the Department of Health, Educa-
tion, and Welfare conduct a 2-year study
of the effect of such a pioposal on both
the social security program and individ-
ual retirement programs of these em-
ployees. This is a far more practical ap-
proach if we are to prevent untold dif-
ficulties connected with so-called uni-
versal coverage.

I have been thformed by the Governor
of Guam's office that the retention of the
present language of H.R. 9346 would Im-
pose economic problems for the retires-
ment progiam now used by Government
of Guam employees.

The Committee on Ways and Means is
to be congratulated for its desire to
strengthen the social security retiiement
program. But, at this time, I have serious
reservations about the potential impact
on future retirement benefits for em-
ployees of the Guam Government should
they be required to contribute to the so-
cial security program. I call on my col-
leagues to first thitiate a study of this
proposal to Insure that if, and when, it s
implemented there wifi be no sudden
and unpleasant surprises for government
administrators or those we thtend to ben-
efit by any change th the law. Thank
you.

Mr. ULLMAN. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Louisiana (Mr. HUcK-
ABY).

(Mr. HUCKABY asked and was given
permission to revise and extend his re-
marks.)

Mr. RUCKABY. Mr. Chairman, I
would like to take this opportunity to
speak on behalf of the Fisher amend-
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ment to the social security financthgbffl
under consideration today. As you know,
the amendment would delete the provi-
sions requiring universal coverage wider
social security. In addition, the Fisher
amendment will require studies concern-
ing mandatory coverage of Federal,
State, and local government employees
to be conducted jointly by the Civil Serv-
i:e Commission, Departments of Treas-
ury and Health, Education, and Welfare,
and the Office of Management and
Budget. The results of these studies will
be reported back to Congress in 2 years.

• The mandatory coverage proposal as
reported by the Ways and Means Com-
mittee would for the first time mandate
social security coverage foi three categ-
ories of workers not previously included:
Federal employees presently covered by
the Civil Service Retirement and other
retirement systems, State and local gov-
ernment employees, and the employees
of nonprofit organizations. This exten-
sion, the committee estimates, would
add about six to seven million additional
workers to social security. Provision is
also made for a comprehensive study of
the thtegration of social security and
civil service retirement and other Fed-
eral retirement systems. However, H.R.
9346 does not provide funds for a simi-
lar study of the impact of mandatory
coverage on State and local systems.

In order to guarantee retiiement bene-
fits as expressed by legislative acts iassed
in the State of Louisiana, it cannot divert
any portion of its assistance, nor would
it be in a financial posture to support a
second retirement program. At the pres-
ent time, the State, from its general fund.
contributes in excess of $50 million an-
nually in support of various State retire-
ment systems. Since these funds are
necessary to guarantee benefits, and it is
a violation of individual rights to reduce
a benefit, the State would be in an un-
tenable position. Current law mandates
that all Louisiana State employees under
age 55 become a member of the State
system.

Therefore, if they were to be coveied
by social security, they have to pay into
two systems, seriously affecting their
"take home" pay. I am sure you can real-
Ize the effect on employee morale since
Louisiana's salary structure is well be-
low that of the private or Federal sec-
tors. Since there has been an increasing
trend of withdrawal from social security
by State and local governments, this ex-
tension will seem unlair to those who
have chosen alternatives. As of March
1976, 332 groups in the category of State
and local government employees had
withdrawn from the system.

But a more serious problem of this
proposal s the constitutional and legal
aspect. It s a well recognized principle
of constitutional law that the Federal
Government cannot require the States to
spend money. Since State and local gov-
ernments would be required, as employ-
ers, to pay social security contributions.
it may be that mandating inclusion vio-
lates the U.S. Constitution.

I am genuthely concerned about m-
datory coverage of teachers under social
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security. Most teachers are already coy-
ered by the program but tho6e that are
not have many problems with the corn-
mittee provision. For example, the corn-
mittee bill simply provides mandatory
coverage by 1982 without any considera-
tion for a hold-harmless mea&ure which
would guarantee no reduction In already
vested benefits or prohibit the possibility
of dual taxation when two retirement
systems remain In existence. In addition,
the bill makes no provision that existing
retirement systems be protected or Inte-
grated In a way that is fair to those mdi-
'viduals who have contributed to these
systems.

Clearly, the committee bill is a case oZ
putting the cart before the horse. It re-
quires a study of existing retirement
systems to establish the desirability of
mandatory social security coverage but
before the results of the study are avail-
able and even before the study is ini-
tiated, it requires mandatory coverage
by 1982. ThIs is simply a bad procedure
and it should be rectified.

I strongly support the Fisher amend-
ment 'to HR. 9346 whIch would eliminate
mandatory coverage and require that
the question be reconsidered when the
results of the authorized study are avail-
able. The Congress should act on the
ba1s of solid information rather than
speculation. Adoption of this amendment
is vital to the continuing well-being oZ
teacher, and all other retirement sys-
tems, across the country.

Mr. ULLMAN. Mr. Chairman. I yield
4 minutes to the gentleman from Florida
(Mr. GIBBONS).

Mr. GIBBONS. Mr. Chairman, there
are a couple of things I wanted to say
about the Fisher amendment which I did
not address myself to the first time I
talked.

I thought I had better get those points
in now.

One is that we have just learned that
the Fisher amendment does not meet the
requirements made wisely by the chair-
man of the Committee on Ways and
Means that these amendments be bal-
anced. In fact, I do not know—and I wish
somebody would tell me—how much the
Fisher amendment is going to cost every-
body else In the country. Obviously, it is
going to take $25 billion out of the hos-
pital Insurance (medicare) trust fund.

Mr. PICKLE: Mr. Chafrman, will the
gentleman yield?

Mr. GIBBONS. I yield to the gentle-
man from Texas.

Mr. PICKLE. Mr. Chafrman, I am ad-
vised that the Fisher amendment raises
an additional $22.4 billion over and above
what the committee bill has.

Mr. GIBBONS. Therefore, the Fisher
amendment is going to cost the taxpay-
ers now $22 billion to take care of those
people who do not want to come into the
system. Then, as the gentleman from
Illinois (Mr. RosTENKowsia) brought
out, the Fisher amendment is going to
cost another $25 billion, or. roughly a
total of $47 billion, which we are going
to tax other people for. That is in addi-
tion, as I understand it, to the $56 bil-
lion that this bill will raise in just 2 years,
in 1982 and 1983. when the tax really
begins to bite.

Mr. Chairman, the Congress has never
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levied a tax like that sInce I have been
here. Aa a matter of fact, it has never
levied a tax like that at any time In the
history of the Congress, even during the
war.

Mr. Chairman, another thing which
the Fisher amendment does—and this
has not been discussed here at all—is
that it opens the door for all State and
local employees who are now In the sys-
tem to get out.

Do the Members understand that?
Everybody who is now in the system, who
is a State or local employee, can, under
the Fisher amendment, get out of the
system if they do not like it.

We had never discussed that In tile
committee. I never heard it discussed
anyplace. In fact, I was surprised when
I read it here on the floor. But I am not
surprised at anything I hear about this
amendment.

Mi'. FISHER. Mr. Chairman, will the
gentleman yield?

Mr. GIBBONS. I yield to the gentle-
man from Virginia.

Mr. FISHER. I thank the gentleman
for yielding.

Under the present law 2 years' notice
has to be given. It is a long, involved
process for a State or local government
to withdraw from social security. Before
any additional State and local units
would be able to get out, the 2 years
would have passed. The study and the
plan would have been made, and there
would have been adequate time to deal
with it.

Mr. GIBBONS. That still does not ex-
plain why the gentleman is opening the
door agiiin for all of those people who
come into the system, to jump out again.
The trouble is that people do not under-
stand the social security system. The
social security system is not a pension
system in the tradition of the private
pension plans. All it is is a tax on work-
ing people today to pay for retired people
today. That is all it has ever been since
it was created. Sufely that is all it will
ever be and all it ever can be. So a vol-
untary system cannot work.

Mr. MIKVA. Mr. Chairman, will the
gentleman yield?

Mr. GIBBONS. I yield to the gentle-
man from illinois.

Mr. MIEVA. I thank the gentleman
for yielding.

I was distressed to find out that the
freeze provision will be repealed by the
Fisher amendment. That was a provision
wholly separate from universal coverage.
It was taken up separately by the sub-
committee, and the removal of this pro-
vision from the bill is one more reason
why I think a vote against the Fisher
amendment is necessary.

Mr. ULLMAN. Mr. Chairman, I yield
such time as he may consume to the
gentleman from California (Mr. HANNA-
roRD).

(Mr. HANNAFORD asked and was
given permission to revise and extend
his remarks.)

Mr. HANNAFORD. Mr. Chairman, I
rise in support of the amendment offered
by the gentleman from Virginia. Adop-
tion of the provision in H.R. 9346 for uni-
versal coverage of Federal, State, and 10-
cal employees not currently participat-
ing in the social security system would
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be a grave mistake at this time. The is-
sue of universal coverage first deserves
careful scrutiny by the appropriate com-
mittees in order to review the implica-
tions of such a proposal.

Within the State of California alone.
universal coverage would cost State and
local governments millions of dollars. In
1982, it is estimated that the cost for the
entire State would range between $350
axd $400 million. This would require
that already tight budgets be further ad-
justed to cover federally mandated costs.
Most likely, cuts in State and local
budgets will mean decreases in areas
such as services and maintenance. The
consequences of such budget cuts can-
not be brushed aside. Decreases in main-
tenance budgets within the last decade,
for example, are now being manifested
in the recognition that many urban areas
throughout the Nation are sorely in need
of more money than ever for urban re-
habilitation and renewal.

Moreover, Mr. Chairman, studies ex-
hibit positive correlations between severe
maintenance budget cuts and high rate
of unemployment. And this acts as a
further drain on State and local finances
through increased welfare payments.

Mr. Chairman, the other dimension of
the universal coverage provision is its
impact on individual citizens. For in-
stance, a cursory examination oZ the im-
pact on policemen and firemen who
would be required to participate in the
social security system reveals additional
financial burdens which can least be
afforded.. Also, under the special retire-
ment provisions for such State and local
employees, social security coverage may
mean that these workers would be forced
to endure periods ranging from 10 to 13
years before becoming eligible to collect
benefits under social security. Within
the seven major cities of California, this
provision would affect a total oZ about
21,000 policemen and firemen.

Fre7nen Policemen
Long Beach 425 700
Los Angeles 3, 000 7,400
Oakland 700 675
Sacramento 455 525
San Diego 700 1. 100
Saii P'rancisoo 1, 700 1. 900
Ban Jose 623 870

7,603 13,170

In Long Beach, the largest city in my
district, the projected costs to the city
of coverage for all State and local em-
ployees in 1982 would exceed $3 million.
For a city the size of New York City,
this cost would most likely exceed $50
million.

Additional costs to the city oZ Long
Beach under universal coverage:
1978 $330. 153
1979 557. 798
1980 757,680
1981 1,040,359
1982 3. 199, 266

5,885. 256

Mr. Chairman, it is evident that this
issue should be thoroughly studied. To
act hastily now may result in fiscal dis-
locations in many urban areas around
the country.

Mr. VLLMAN. Mr. Chairman, I yield
such time as he may consume to the
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gentleman from California (Mr.
LEGGETT).

(Mr. LEGGE1 asked and was given
permission to revise and extend his
remarks.)

Mr. LEGOETT. Mr. Chairman, I rise
to support the Fisher amendment and
review for my colleagues the profound
concerns that I have about H.R. 9346. I
believe that the provisions of this bill
do not comprise an acceptable long-term
solution to the problem of financing the
social security system.

My concerns with the bill range from
its short-term effect on unemployment
to the lack of recegnition of the extent
of the eventual impact of changing
demographic patterns on the social se-
curity system. However, at this time my
prthcipal concern which I wifi address
Is the provision for mandatory inclusion
of local, State, and Federal workers n
the social security system.

Under this provision, approximately
6 million Americans would be brought
under a mandatory social security sys-
tem by 1980. These 6 million workers
come from the Federal Government, a
large number of State and local govern-
ments, and various nonprofit organiza-
tians. Each of these organizations cur-
rently has its own retirement benefit
scheme whose provisions we predicated
on the assumption that their employees
will not participate n the social security
scheme. The specific provisions of each
retirement benefit scheme are the result
of many years of bargaining and one
tailored to the needs of each individual
set of workers and employer. H.R. 9346
ignores the myriad of problems that
would be encountered in blending all of
these Individual schemes with the social
security system.

A simple analysis of the situation with
regard to the Federal employees and the
thtegration of their retirement benefit
scheme with social security has revealed
the many-headed hydra that we will let
loose if the universal social security cov-
erage provision is enacted. The details
of such an analysis are too complex and
lengthy to thclude here. However, many
significant questions were raised that are
not addressed by the bifi.

For example: Would thtegration of the
social security and civil service schemes
result In an almost doubled retirement
contribution by Federal employees or
would their contribution stay the same
and the bulk of the contribution be used
for social security contributions? If the
latter course is adopted, would the pres-
ent contribution of general funds to
support the Federal Civil Service retire-
ment benefits be increased? In other
words, would this be at least In the short
term a system of Indirect support from
general revenues for the social security
system? How would the benefits be rec-
onciled for individuals working part of
their lives in the Federal Civil Service
and part under social security coverage?
Benefit formulae are thiferent in the two
systems and retirement ages differ. Mi
individual workthg n the Federal Gov-
ernment may retire with 30 yars of serv-
ice at, for example, age 60, and have 10
or more years under social security. He
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Is eligible for Federal retirement bene-
fits but social security benefits are avail-
able only at age 65. What happens in the
thterventhg 5 years.

These examples could be continued
"ad nauseam," but my point is already
well served. We do not know whether the
details of thclusion under social security
of the 6 mfflioa'workers covered by this
provision can be achieved In a manner
which will protect their vested pension
rights. The fundamental question of
equity for these people is left open.

I have not touched on the rather signi-
ficant problems which the universal cov-
erage proposal would present for State
and local governments as well as non-
profit organizations. The complications
thvolved In merging the civil service re-
tirement and the social security systems
are bad enough—and the laws creating
both of these systems have been passed
by the Congress. The pension system of
State and local government are so nu-
merous and disparate that we cannot
even begin to highlight the pitfalls.

In addition, I would note that the ex-
tension of mandatory social security
coverage to State and local governments
raises significant constitutional issues.
Just last year, the Supreme Court held in
the case, National League of Cities v.
Usery, 96 Sup. Ct. 2465 (1976), that Con-
gress lacked the power under the com-
merce clause to impose the requirements
of the Fair Labor Standards act on State
governments. The majority opinion writ-
ten by Justice Rendquist held that the
Constitution did not delegate to Con-
gres the authority to regulate the em-
ployer-employee relationships of State
governments, and their subdivisions.
Sthce the pension arrangements of State
and local governments have frequently
evolved through collective bargalnthg,
could not a case be made that the Fed-
eral Government by mandating social
security coverage would be regulating
State employer-employee relations?

A Second constitutional problem is the
tax on State and local governments
which this proposal would thvolve. State
governments have considerable im-
munity from Federal taxation. Universal
social security participation would
amount to a mandatory tax on all em-
ployers, including State and local gov-
ernments.

The Congress under the Social Sec-
urity Act Imposes various taxes on pri-
vate employers and rebates most of the
money to the States that participate in
the various programs under the condi-
tions laid down by the Congress. But
Congress cannot impose a payroll tax
upon a State government and condition
its rebate upon the State's submission to
coverage under the act of Its employees.

In the Unemployment Compensation
Amendments of 1916, Congress resolved
this dilemma by requiring the States to
cover State and local government em-
ployees as a condition for receiving the
2.1 percent tax credit and Federal grant
for administering State unemployment
Insurance programs In the private em-
ployment sector. Clearly it s within Con-
gres& power to extend financial assist-
ance to the States upon the condition
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that the States must meet certain stand-
ards n the operations of particular pro-
grams.1 But while Congress is not limited
in attaching conditions n Its taxthg and
spending programs to its enumerated
powers, it is limited to the extent that the
conditions must be reasonably related to
the purposes of the taxing and spending
progFams themselves.2 The courts may
well draw the line at the point at which
Congress seeks to accomplish something
extraneous to the program.

To phrase the constitutional issue
another way, the courts could well find
that It Is not valid for Congress to at-
tach conditions that, In and of them-
selves, promote the general welfare, since
Congress may only legislate for the gen-
eral welfare through its granted powers.
Conditions imposed by Congress must
promote the general welfare objective of
the taxing and spending program itself
and may not be utilized to go beyond the
program to which they are attached.

Thus, the courts could find it im-
proper for Congress to condition State
participation in the social security pro-
gram coverage of private employers and
employees upon State submission to cov-
erage of State employees, since this
would be to accomplish some other gen-
eral welfare purpose extraneous to the
program for private employers and em-
ployees and a general welfare purpose
that it could not In fact accomplish be-
cause it is beyond Congress delegated
powers.

If universal coverage were enacted, I
do not know if the courts would decide
the issue along these lines. I believe,
however, that we should weigh the con-
stitutional issue carefully. We would be
creating a rather chaotic situation if we
coerced State and local governments into
reshaping their retirement programs to
accommodate universal social security
coverage, only to have the courts several
years later rule that universal coverage
is unconstitutional.

We must, therefore, delete the univer-
sal coverage provision from H.R. 9346.
The amendment offered by Mr. FIsHER
will delete this section and substitute in-
stead a requirement that HEW conduct a
detailed feasibility study of universal
coverage and report to Congress by Jan-
uary 1, 1980, providing a suitable inter-
val for analysis of this complex issue.

Mr. ULLMAN. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Maryland (Mr. STEERS).

(Mr. STEERS asked and was given
permission to revise and extend his re-
marks.)

[Mr. STEERS addressed the Commit-
tee. His remarks will appear hereafter in
the Extensions of Remarks.]

Mr. ULLMAN. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Texas (Mr. PICKLE.

Steward Machine Co. v. Davis, 302 U.s. 548
(1973); Oklahoma V. Civil Service Comm., 330
U.S. 127 (1947).

Steward Mach,.ne Co. v. Davis, Supra., 590-
591, 593; Ivanhoe Irrigation Dist. V. M-
Cracken, 357 U.S. 275, 295 (2958); Lay V.
Nichols, 414 U.S. 563, 569 (1974).
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(Mr. PICKLE asked and was given
permission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Chairman, I told
the Rouse earlier today that the Fisher
amendment is not merely an amendment
to take out universal coverage; it Is a
hefty additional tax on employer and
employee. It will be a tax for at least an
additional $1,800 wage base each year
for the next 5 years and at least a 0.1
tax increase. Even now, as the gentleman
from Illinois (Mr. ROSTENKowSK)
pointed out, that tax is inadequate. This
means In addition to what we are raising
under the bill, there will be another $22
bfflion or $25 billion In order to satisfy
2.6 mfflion people, you are going to tax
100 million Other people. I say that is
not basically fair. There is an element
of fairness, though, about universal cov-
erage, and we could integrate these two
systems evenly, and we could do it
smoothly, and we could do it as provided
in the bill. I think the Fisher amendment
should be defeated. With all due respect
to the Federal, local, State, and munici-
pal employees who honestly and sincerely
resist the committee bifi pertaining to
universal coverage, I think both systems
can be integrated without any loGs to
any person.

Mr. ULLMAN. Mr. Chairman, let me
say that there has been some controversy
about the Fisher amendment. In all fair-
ness, under the actuarial understanding
that we had at the time we were con-
sidering the matter in the committee,
the taxes that have been Imposed under
the Fisher amendment I would consider
as adequate to cover it. The social secu-
rity actuary has developed later actu-
arial findings that there is some short-
fall, but it does not come until after
1983, and at that time we fully expect
to take care of that problem.

Let us fully understand where we arc
now. The Nix amendment is before us,
along with the Fisher substitute. The Nix
amendment would just remove Federal
employees but would no nothing about
local and State employees or nonprofit
employees. The Fisher substitute would
remove not only Federal but State and
local and nonprofit employees from the
bill and would require, in accordance
with instructions from the committee,
some increase in taxes to make up the
deficit that results from removing these
groups of employees.

That is where we are.
Mr. KETCHIJM. Mr. Chairman, will

the gentleman yield?
Mr. tJLLMAN. I yield to the gentleman

from California.
Mr. KETCHUM. I thank the chairman

for yielding.
I would like to quote one statement in

the RECORD when the gentleman from
Oregon wa explaining these amend-
ments. Re said:

An amendment by Honorable JoSPE
FISHER Which would strike the provisions...
relating to State, and local employeea and
of employees of nonprofit organizations, but
which would contain a compenaatlng in-
crease to maintain the actuarial status of the
trust funds at the same level.

I submit that is not true. I really be-
lieve to be honest with the rest of the
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committee and the Committee of the
Whole that the chafrmaii should ak for
manlmous consent to make a compen-
sating balance with the Fisher amend-
ment, so that we can be dealing with this
subject In an open way.

Mr. TJLLMAN. Let us say all of the
amendments proposed vary in differing
degrees with respect to their actuarial
implications, both in the short and in
the long range. There is no way to come
out even-steven. They ll have a fairly
wide variance factor. At the time the
committee was considering this we were
talking about a 0.15 as an actuarial dif-
ferential. That is essentially what the
Fisher amendment provided, not all in
tax rate but partly in wage base.
Whereas I might have hoped it would
have been a little higher, I disagree with
the gentleman. I think it basically com-
plies with the requirements.

Mr. FISHER. Mr. Chairman, if the
gentleman will yield, there has been a lot
of talk about actuaries and they do
change their estimates as unemployment
figures and birth rates and all the rest
of it change.

The chairman is quite right. This
amendemnt does follow the mandate of
the committee to make up any revenue
that might be lost.

I want to quote again, for those who
pay a lot of attention to the actuaries.
the head of the Social Security Admin-
istration writing on October 25:

In summary I think it is unfair to con-
clude that the Fisher amendment fails to
reasonably compensate the Federal trust
funds.

Mr. WA000NNER. Mr. Chairman,
wifi the gentleman yield?

Mr. FISHER. I yield to the gentleman
from Louisiana (Mr. WA000NNER).

Mr. WAGGONER. Mr. Chairman, I
thank the gentleman for yielding.

Mr. Chairman, thesituation is exactly
this. The only thing the Fisher amend-
ment asks is that the matter be studied
and a determination be made whether or
not we can integrate social security with
the Federal civil service retirement sys.
tern. There is a serious question about
mandating mistakes. We should sup-
port the Fisher amendment.

Mr. VANIK. Mr. Chairman, I rise n
support of the Fisher amendment to
H.R. 9346. For several reasons, I cannot
support mandatory coverage of public
employees under social security. Such
action would put an excessive burden on
State and local governments, which are
already financially strained.

According to data compiled by the Na-
tional Conference of State Legislatures,
mandatory coverage of State and local
employees would cost the State of Ohio
$50 to $100 million. One county in my
district, Cuyahoga County, alone would
face costs of $15 million. Moreover, these
figures are reported to be conservative.

Mr. Chairman, it is obvious that, with
universal coverage, we are mandating a
major extension of the social security
system without fufly knowing how it will
be implemented or what its impact will
be. In good conscience, I cannot support
so Important a change with so little in-
formation. In addition to this dearth of
information, the excessive burden that
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universal coverage would place on State
and local governments only emphasizes
the problem with the proposal.

Mr. Fisher's amendment provides for
a study by HEW of the means of inte-
grating social security with public em-
ployee retirement systems. Once these
studies are conducted, we wifi be better
able to determine the prospects and pit-
fafls of such a change. I believe that such
an approach Is more responsible and
much fairer to State and local govern-
ments, which will have to bear the bur-
dens that universal coverage might pro-
duce.

Mr. BAUCUS. Mr. Chairman, I rise
today to speak in support of Represent-
ative FISHER'S amendment to the social
security flnancing'bill, HR. 9346.

The Rouse Ways and Means Commit-
tee reported this bifi with a provision
requiring mandatory social security cov-
erage of all Federal, State, and local
government employees and employees of
nonprofit organizations to be effective
in 1982.

Supporters of this provision claim that
universal coverage has been considered
since the 1930's They argue that the bill
does not eliminate the Federal retire-
ment system, it does not "merge" the
two systems, and it does not authorize
the transfer of any funds from the Fed-
eral retirement system to social security.

Ths may all in fact be true. But it
seems to me that to mandate universal
coveiage before we have had the study
presented to us which shows the effects
and desirability of such a change, is a
backward and ill-advised way to legis-
late.

There is much concern and confusion
among my constituents concerning uni-
versal coverage. I iave received more
calls in my district offices on this pro-
vision than on any other bill since I took
office. I can understand the fears of
workers who would be affected and feel
that Representative FIsHER's amend-
ment offers us a sound solution.

This amendment would delete the
mandatory universal coverage provision
and would require the Department of
Health, Education, and Welfare to con-
duct a feasibility study of universal cov-
erage to be presented to Congress by
January 1, 1980.

Congress must be presented with a
plan for coordinating social security with
the other retirement systems before we
can be expected to evaluate the desirabil-
ity of such a change. In particular, co-
ordinating the current Federal retire-
ment systems with the social security
system is an extremely complex matter
and not one which should be blindly en-
tered into. In addition, we must assure
these workers that we are not using them
to simply bail out the social security
fund.

Present Federal, State, and local go'-
ernment employees and employees of
nonprofit institutions accepted their jobs
in part because of the feature benefits
that were promised to them. I believe
that we who represent these people have
an obligation to insure that these work-
ers do not come up short when they reach
retirement age. To do this, I feel that we
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must in all good conscience support Rep-
resentative FISNtR's amendment.

It is my hope that a majority of my
colleagues will also echo these senti-
ments and join me in voting for Repre-
sentative FISHER'S amendment.

Mr. BIAOGI. Mr. Chairman, simply
stated. unless we pass the Fisher amend-
•ment, I fear all the good features of
HR. 9346 will be washed down the drain
when the bill is defeated. Therefore for
the benefit of saving a good bill, I urge
support of the amendment.

We all agree that the social security
system is in grave trouble. The system,
which has never missed paying benefits
in its 40-year history, faces a shortage in
its trust fund which places future bene-
fit payments in jeopardy. The problem
will only grow worse as the ratio of work-
ers to beneficiaries continues to drop. A
number of important reforms have been
proposed in this bill. Some will require
sacrifices, others are more obvious. Yet
one point they have in common is that
they were made after careful and lengthy
study.

The proposal to require universal
coverage under social security cannot
claim to be the product of either studied
or lengthy deliberations. What is being
proposed is requiring all Federal, State.
and local government employees as well
as those employed in nonprofit agencies
to )oln the social security system by 1982.

At the very least, such a proposal would
unleash an administrative nightmare on
the social security system, as well as on
various preexisting retirement plans.

Another problem overlooked by t.he
merger advocates is—how do we avoid
Incurring double costs in Implementa-
tion? How do we determine which trust
fund will pay already accrued benefits.
Conceivably we could be adding and not
relieving the strains on the social secu-
rity trust fund.

The simple and compelling reason to
support the Fisher amendment Is that its
alternative—merger by 1982—is prena-
ture. There are many unanswered ques-
tions about the impact of merger which
must be answered. They can be under
the terms of the Fisher amendment
which mandates a detailed study on the
issue.

Let us not act in haste on a matter of
such critical importance. We are dealing
with the economic fortunes of millions of
Americans, including many elderly. We
could at some future date consider mer-
ger. But the time Is not now. To act
now would leave this Congress suscepti-
ble to criticism as being overreactive.

We can be proud of our record thus
far In addressing the fiscal problems of
the social security system. We have
passed HR. 5383 curtailing mandatory
retirement. This will allow more people
to work and contribute into the system
Instead of merely taking from It. It could
add some $800 million to the social secu-
rity trust fund in 5 years. The other parts
of HR. 9348 will also aid in meeting
short- and long-term challenges to the
future of social security. Let us proceed
with them and abandon the merger
proposal.

Mr. AMBRO. Mr. Chairman, I rise
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with severely mixed emotions in reluc-
tant support of the amendment Intro-
duced by the gentleman from Virginia
(Mt. FISHER) to strike the provisions in
the bill requiring mandatory social se-
curity coverage of Federal, State, and
local government employees and em-
ployees of nonprofit organizations by
1982. I do so with reluctance, as I have
said, and with some trepidation, be-
cause 1 am a firm believer in the social
security system as an important fact of
American life, and I am concerned with
safeguarding the integrity of the trust
fund. At present, more than 33 mIllion
Americans—I out of 7—are receiv-
ing social security benefits, another
104 million make contributions to the
system. and approximately 95 percent
of our children and mothers are pro-
tected by survivors' Insurance, which
means that almost every American is
involved in the social security system
either as a beneficiary, a contributor, or
the dependent of a contributor. It is to
these citizens that we owe an obligation
to protect the viability of the trust fund.

We are all aware of the economic and
social factors that have served to un-
dermine the trust fund in recent years:
lowered birth rates, increased life ex-
pectancy, high unemployment, and in-
fiation. Pointing fingers and attempting
to affix blame are useless and enervating
exercises. We must turn our energy and
attention to remedying rather than just
deploring the situation. To this end, we
are being asked to make social security
coverage universal extending it to all
Federal. State, and local government
employees and employees of nonprofit
organizations, thereby bringing an addi-
t.ionai 6 million workers into the system.
We are told that this will help to improve
the short term solvency of social security,
that taxes levied on new workers coming
into the system will improve its finances
thus helping all private sector workers
by preventing the need for another in-
crease in the tax rate, and that it will
ultimately help not hinder State and
local government and their employees by
supplanting many financially unsound
pension plans with a more secure sys-
tem. However, we are also being asked to
approve this scheme and, after the fact,
to commission a study to determine just
how this can be done, and, I might add,
if it can at all be done equitably and
effectively. This, to put It tritely, is a
classic case of putting the cart before the
horse. Let us first do a thorough and
complete study with a date certain for
its submission, and then let us analyze it
and act upon Its recommendations. That
is the only rational and logical way for
us to proceed. The Fisher amendment
contains just such a provision, and it is
for this reason that I shall cast my vote
in its favor.

Mr. BOB WILSON. Mr. Chairman, I
rise in support of the substitute amend-
ment offered by the gentleman from
Virginia (Mr. FIsHER) to strike the uni-
versal social security coverage man-
dated by R. 9346.

What it all boils down to Is simply
that this is the wrong legislation at this
time. We just do not have enough solid
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mforiiation to make a rational decision
on integrating social security with !ed-
eral retirement or on requiring participa-
tion by State and local governments.

Universal social security is not neces-
sarily bad. In fact. social security has
many good things to offer. A few ex-
amples would be the suryivor protection
for a worker with young children, the
disability coverage for young workers
with only minima] quarters under social
security, the provision of a widow's bene-
fit with no reduction in the retirees
monthly check, the nontaxability of
social security and the payment o a
benefit to divorced wives under certain
circumstances.

Social security is also a very complex
and intricate program, which does not
easily integrate with other retirement
plans by simply waving a magic wand.
no matter how much some Members of
this House would like to see it do so.
The basic premises of Federal retire-
ment and social security are different.
Federal retirement is just that: a con-
tributry program by both employer and
employee, With annuities based on years
of service and salary earned. The benefit
is paid to the worker himself or herself,
with any payment to a surviving spouse
contingent upon the election of a reduced
annuity by the retiree. Social security on
the other hand goes far beyond the ques-
tion of retirement benefits for the
covered worker. Much emphasis is
placed on survivor protection for young
families. Benefit levels are heavily
weighted in favor of those at the lower
end of the earnings' scale and are not
proportional to social security taxes paid.
There are special benefits, like that for a
wife, which require no contribution to
the trust fund on the part of the worker
or his spouse. By contrast, a working wife
with many years of taxes paid into the
social security trust fund often receives
no payment at all for her social security-
covered employment.

• Trying to mesh social security with
another large-scale Government re-
tirement program is no easy task. As a
member of the House Armed Services
Committee, I can tell you that we have
examined a number of alternatives to
integrate military retirement and so-
cial security. It may seem elementary in
principle, but the actual workings of
offset formulas are highly complex and
often discriminatory. A good example
would be the case where the wife has
worked and earned substantial social
security credits on her own. In the mil-
itary survivor benefit plan, we have
widows who were formerly working
wives and who are losing $150 to $200
per month from their survivor benefit
plan annuities for a social security ben-
efit they are not even receiving. I men-
tion this only as an illustration of the
difficulties involved. Corrective legisla-
tion in this instance has been passed by
the House and Is awaiting Senate ac-
tion. In order to avoid a repetition of
this type of problem and this is just one
example, believe me. Congress has to do
more homework before undertaking ma-
jor surgery on one Federal program by
using a meat cleaver on another.

I urge the House to mandate a corn-
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prehensive study of universal coverage
and the actual mechanics of integrat-
ing Civil Service retirement and social
security. With that type of data, Con-
gress wifi be in a position to make a
carefully reasoned, well-informed de-
cision on the advisability of such an in-
terweaving. The Post Office and Civil
Service Committee wifi have an oppor-
tunity to study and propose one or more
plans to supplement social security with
a new Federal retirement plan or to de-
termine that such integration Is -un-
sound and recommend a continuation of
the present system. Additionally, the
State and local governments will have a
chance to give us their input on cover-
age for their employees and we will be
able to examine the constitutional ques-
tions which need to be resolved if the
States and localities are mandated into
social security by the Federal Govern-
ment.

According to the adage, haste makes
waste. in the case of H.R. 9346, haste
makes lousy legislation. We have serious
problems with the long-term funding of
social security. We also have some hard
choices to make about Its future course.
Let us bite the bullet and make those
decisions. Let us give the House an op-
portunity to consider the long-simmer-
ing Issues of a realistic retirement earn-
ings' test or no earnings' ceiling at all, of
equity for working wives, of the use of
general revenues versus a tax rate and
wage base increase. Let us not, however,
make the Federal, State, and local Gov-
ernment workers the scapegoat for the
financial, problems of the social security
trust fund and hungrily eye their new
social security taxes as a cure-all to our
problems.

I again urge my colleagues to join in
supporting the amendment by Mr.
FISHER.

Mr. LUKEN. Mr. Chairman, I rise in
opposition to a proposal by the House
Ways and Means Committee that would
require local, State, and Federal em-
ployees to be covered under the social
security program beginning January 1,
1982.

This extension of coverage has become
unpopular in many areas of the country
as evidenced by the increasing trend of
withdrawal from social security by State
and local governments. Workers are
afraid that universal coverage will jeop-
ardize their rights to retirement bene-
fits from pension plans they have paid
into for years.

I, too, am skeptical of universal cov-
erage. I noted that no adequate study
has been done to determine the validity.
and feasibility of the Ways and Means
proposal, and therefore believe it Is fool-
ish to pass this measure without further
knowledge.

I would also like to bring to your at-
tention that the Ways and Means Com-
mittee, which has jurisdiction over social
secuilty. has proposed legislation that in-
tegrtes social security and Civil Service
pension programs.

Obviously, the members of the Post
Office and Civil Service Committee are
skeptical as to the feasibility of mesh-
ing the two systems without impairing
the pension rights of Federal employees.
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Their committee, which does have juris-
diction over the Federal pension pro-
gram, voted unanimously against the
Ways' and Means Committee's proposal.

It is also interesting to note, Mr.
Speaker, that provisions under title III
require a study by HEW of the methods
of integrating Federal hnd social secu-
rity retirement plans, yet there are no
provisions for a similar study of the
meshing of State and local programs
with social security. Such a study would
demonstrate that many State and local
governments cannot reduce pension ben-
efits for their employees due to State
constitutional restrictions or court de-
cisions.

Furthermore, arguments have been
raised that it is unconstitutional for Con-
gress to tax State and local governments.
However, these problems have not been
resolved In the haste of the Ways and
Means Committee.

Therefore, I urge my colleagues to con-
sider these and other arguments against
universal social security coverage, and to
support the amendment offered by Mr.
FISHER which will exempt local, State,
and Federal employees from coverage,
and wifi require HEW and others to
study the feasibility of universal cover-
age.

Mr. VENTO. Mr. ChairMan, the
steamroller inclusion of public employees
In the financially troubled social security
program is inappropriate.

The provision to include public em-
ployees In social security really ducks the
problem and is very unfair to public em-
ployees who have paid highei amounts
into separate funds for many years.

The controversial provision in the so-
cial security funding bifi would be liii-
plemented in 1981, with the specific de-
tails for accomplishment left to future
congressional action. This proposal Is
like a picture of an elephant seen from
an inch away. It does not provide a full
image and leaves public employees
guessing.

Perhaps most harmful is that it puts
off srious funding problems and in-
creases future liability by inclusion of
6 million public employees.

While the legislation being considered
increases the social security tax by 6.05
percent In 1978—as scheduled—6.45 per-
cent in 1981, 6.75 percent in 1985, 6.9
percent in 1986, and 7.45 percent in
1990; and the amount of Income paid
on- to $19,900 next year, $22,900 In 1979,
$25,900 In 1980, and upward in further
steps to an estImated $35,400 in 1985 and
an expected $39,600 in 1987; it provides
no assurance of resolving the real
difficulties.

Unemployment levels at 7 to 8 per-
cent and inflation increases have been
the naggzng culprits of the basic social
security program reducing the number
who pay into the program and increas-
ing the amounts paid out.

The inclusion of public employees may
provide shoit-term funds but long-term
liabilities.

Most public employee funds are sol-
vent and doing well with timely contribu-
tions from the employees and govern-
ment. The committee action changes the
rule for one inning of the ball game and
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trusts future congressional action to re-
solve the rules in the ninth inning.

An Immediate small increase In the so-
cial security tax and income amounts,
the addition of general revenue for the
next 2 years, while modifying some bene-
fit provisions, was realistic. The com-
mittee, however, opted for a panacea
which simply aggrevates the issue.

Many questions concerning provisions
of this bifi rerzlaln unanswered. First,
is the constitutional 1sue of mandating
the States inclusion; second is the ques-
tionable financing, that is, how do you
extend new coverage and increased bene-
fits in most Instances to public employ-
ees; third, how to provide medicare cov-
erage with less contributions than are
currently paid by public employees—
surely, we do not expect them to pay
into both programs.

The civil service retirement fund has
a deficit of $100 mfflion annually. Who
is going to fund it In the future and
assume the even greater liability when
there is no continued participation by
public employees.

Clearly, the direction that the commit-
tee has moved to is Inappropriate. The
ghost of the railroad retirement fund-
ing solution casts a pall over much of
today's discussion.

Many of these questions and fears
could have been resolved by the com-
mittee but not in the manner presented
by this legislation. Unfortunately, this
action has raised fears that will make
needed reforms more difficult and con-
fusing.

Today we face an inwortant task, we
must provide adequate funding for com-
mitments that have been made to gener-
ations of Americans.

The subcommittee chairman. Repre-
sentative JIM BURKE, sounded the warn-
ing during the general debate on the is-
sue and has reminded this House and
Congress of the magnitude of the prob-
lem. For almost 2 years the financial
status of the social security fund has
been in question.

While this legislation does not solve all
of the problems, Its provisions will re-
store some needed confidence and solv-
ency to the trust funds. It will equitably
adjust benefits through the decoupling
proviso and provide new earned income
limits for many working beneficiaries.

Clearly, the benefits historically de-
rived from our social security system
have been significant based on what an
individual paid into the fund to receive
them. The maximum contribution of
each employer/employee through 1976
would have been $7,763.10. A person re-
ceived survivors benefits, disability cov-
erage, and retirement benefits In addi-
tion to medicare for that contribution.

We should have recognized that many
in our society—90 percent aged 30 to
60—are covered by benefits, but only 85
percent pay In for at least one 3-month
period in a 2-year period. Therefore, gen-
eral revenue supplemental funding 'is
logical considering the benefit structure
and the cost of the system.

However, opposition precluded that
alternative.

Instead, we cut back with a regres-
sive increase which will fall hard on low-
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Income persons. The Increase in the wage
base Is a necessary step and, frankly, the
basic revenue raiser In this proposal.

This proposal requires the self-em-
ployed who receive the same benefits to
pay 1.5 times the basic percentage. The
logic In reducing the cost of the self-
employed is that they receive no tax de-
duction which seems to make sense. But
who makes up the loss to the social se-
curity trust funds? This Is yet another
justification for use of general re'Venue
support for social security's basic pro-
gram.

The other obvious inequity that exists
In the social security benefit program Is
the difference between earned income
and nonearned Income. Apparently, this
Is a spillover from our basic tax laws.
How much more effective would our so-
lution be to social security funding If, in
fact, we considered the total economic
status of beneficiaries?

We couldsave substantial amounts If
we would only equalize earned and un-
earned Income and address realistically
and equitably all the "double dippers."

Much discussion has been stimulated
about additional benefits, but our abllit
to provide these must be tempered by our
willingness to i-esolvé the financial status
of today's programs.

Frankly, nothing invokes more justi-
fied anger from the American people
than a retreat from past commitments.
CertaInly the' may fight ardently to
work beyond 65 and the right to earn
higher incomes, but they do not want
changed requirements placed on them
by new modifications of age as some will
propose today.

Social security is here to stay, and the
commitments made, I trust, will be re-
flected In my colleagues votes on this
and other amendments today. This pro-
gram needs some basic reform. This pro-
posal helps with funding, but is far from
perfect. It Is my hope that It Is a start
and that once we have met the crisis our
future actions will address the inequities
and long-term commitments so neces-
sary to this program and our constituen-
cies.

Mr. McCLORY. Mr. Chairman, I rise
In support of the amendment offered by
our distinguished colleague, the gentle
man from Virginia (Mr. P'ISRER).

There certainly is not one Member in
this Chamber who would dispute the
statement that the social security system
is in serious trouble. Strong and
deliberate measures must be taken In
order to prevent financial disaster. The
social security system simply cannot
survive under current conditions by
which payments exceed receipts—a situ-
ation with no end In sight if operations
continue under present legislation.

As bad as things are with social se-
curity, they are not so bad that we
should move In a precipitous manner.
Yet, such would be the case If we today
were to approve the provision of this bill
which would mandate universal social
security coverage.

Let us not debate the pros and cons of
universal coverage, for we do not have
anywhere near enough information on
which to base our opinions—and that is
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my poInt. No one wants to perpetrate
an Injustice on Federal, State, and local
government workers and employees of
nonprofit organizations. But, this bill
mandates universal coverage beginning
In 1982—no matter what. The year 1982
may seem a long way down the road, but
for a problem as complex as providing
for the fair implementation of universal
coverage, 1982 may be right around the
corner.

Why do the supporters of this bill feel
that we must mandate universal cover-
age today? Why must we act now?

The day before this bill was reported
by the Ways and Means Committee, a
petition hearing the signatures of 661 of
my constituents In opposition of univer-
sal coverage was hand delivered to my
office. Since that time I have received
numerous letters, telegrams, and tele-
phone calls stating the same position.

Many constituents would explain in
detail what their current pension ar-
rangements were and would then ask
how they would be effected by universal
coverage. When I looked at the commit-
tee report—which is over 300 pages In
length—and saw that nothing within it
could answer any of these constituent
questions, I realized that I could not sup-
port the universal coverage provision of
this bill.

As far as I am concerned, It is very
simple: Without a study showing how
universal social security coverage would
work—and, for that matter, if it could
work—I musty oppose it.

I urge adoption of the amendment.
Mr. SEIBERLING. Mr. Chairman, I

support the Fisher amendment, and I
will vote for it. I want to make it clear,
however, that I support the concept of
universal coverage. The social security
system was created to provide basic re-
tirement Insurance for every working
person. Requiring universal coverage
would guarantee everyone a retirement
benefit based on their average monthly
wage, and make them eligible for the
supplemental benefits, such as medicare
health Insurance, which serve the special
needs of persons in their retiremeht, and
which are not always covered in other re-
tirement plans. If social security were a
universal program, the portabIllty of
coverage from public to private employ-
ment would guarantee retirement in-
come for the many thousands of public
employees who withdraw their pensions
before retirement because of a job
change, and thus lose their entitlement
to full retirement benefits. It would also
save the social security system about $1
billion a year by eliminating the oppor-
tunity for persons who retire early with
full pensions to seek short-term or part-
time employment merely to supplement
thelrxetirement pensions with the mini-
mum spcial security benefit.

As we- all know, the minimum benefit
is heavily weighted to provide person
with a low average monthly wage over
their working lifetime with a subsistence
retirement income. I think it is grossly
unfair that private employees should pays
for the benefits of already-pensioned re-
tirees with adequate retirement income
who participate after retirement solely to
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qualify for the minimum social security
benefits. This should not be allowed, and
universal coverage is the only way to re-
store equity to the system and eliminate
this situation.

We all know that there has been much
misunderstanding about this proposal.
Contrary to the misinformation which
has been distributed about universal
coverage, the Committee on Ways and
Means did not intend that universal
coverage would result in double pay-
ments by employers and employees. The
committee specifically indicated that
their proposal would not draw 1 cent
from any other retirement system into
the social securIty trust funds, and it has
been repeatedly emphasized that univ-
ersal coverage would not require the dis-
mantling of any other retirement pro-
gram. The purpose of universal coverage
is to Include all persons not now contri-
buting to the system so that every person
is assured some retirement income, and
eligibility for necessary services. Under
universal coverage, as I understand It,
any additional retirement income could
be financed on a voluntary basis to sup-
plement the social security payment. In-
deed, other retirement plans would con-
tinue to exist under universal coverage.
since social security alone is not a total
retirement plan.

However, the committee bill does not
come to grips with the serious Issues and
questions that must be thoroughly exam-
ined before mandating universal social
security coverage. There are five States
which operate their own retirement sys-
tems totally independent from social sec-
urity. Ohio is one of these States. The
Public Employees Retirement System in
Ohio has provided sound and adequate
retirement coverage for State, municipal
and school employees, and this system
would probably continue under universal
coverage to provide whatever additional
benefits employees desire. But there is
nothing in the universal coverage provi-
sion to suggest how this would be done.
The committee bill would require a study
by the Department of Health, Education,
and Welfare to recommend how the civil
service retirement system could operate
along wtih social security, but the study
proposed would not examine State,
municipal, or teachers retirement sys-
tems and study the questions which must
be answered if universal coverage Is to
become a reality.

For example, in Ohio, a person may
retire with full pension benefits after 30
years of service, and many public em-
ployees take advantage of this provision
to retire at 55. But they would not be
eligible for full social security benefits
until they reach 65. Would a supplemen-
tal retirement system provide them with
adequate benefit levels during those
years between retirement and eligibility
for social security? Under universal cov-
erage, less money would be contributed
from payroll to the private retirement
system, thus reducing the fund's earning
power through Investment. What addi-
tional costs would this mean for contrib-
uting employers and employees? Would
the Federal Government provide techni -
cal assistance to help State and munici-
pal employers wIth this transition?
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Would the State and municipal employ-
ers, faced with fiscal problems in recent
years, be able to sustain the ntlmlnIstra
tive expenses and the increased tax rates
proposed by this legislation?

The Fisher amendment proposes a way
to answer these and other questions
raised by universal social security cov-
erage. His amendment would require a
comprehensive review of all existing re-
tirement programs which are Independ-
ent of social security, and would examine
the financial Impact of universal cover-
age for State and local employers. Each
State would be surveyed to evaluate the
existing retirement plans, and alterna-
tives would be suggested for each State
on how to participate in the social secu-
rity system without reducing beneflt.s for
retirees. The study would be submitted
to Congress In 1980.

There is one aspect of the Fisher
amendment which concerns me, and that
Is the automatic tax rate Increase pro-
posed for 1981 if Congress does not man-
date universal coverage. There are sub-
stantial tax rate increases In this bill
already, and I am reluctant to Impose
an additional burden on those participat-
ing in social security should Congress not
approve universal coverage. However,
following the completion of the study
called for by the Fisher amendment, the
Congress will still have an opportunity to
review whether to adopt a specIc uni-
versal coverage plan. Moreover, in the
meantime, Congress can and I believe
will continue to review the whole ques-
tion of financing social security. Accord-
ingly, I believe the Fisher amendment is
the best approach toward instituting
universal social security coverage, and I
will vote for the amendment.

The CHAIRMAN. The question is on
the amendment offered by the gentleman
from Virginia (Mr. FISHER) as a sub-
stitute for the Post Office and Civil Serv-
ice Committee amendment.

PARlIAMENTARY ZNQVISY

Mr. ARCHER. Mr. Chairman, a par-
liamentary inquiry.

The CHAIRMAN. The gentleman will
state it.

Mr. ARCHER. Mr. Chairman, inas-
much as we were not permitted to offer a
separate amendment for the Post Office
and civil service employees, I would ask
that this question be divided so we will
have a separate vote. We can do any-
thing by unanimous consent. I ask
unanimous consent that this question be
divided so we can vote separately.

The CHAIRMAN. Is there objection to
the request of the gentleman from
Texas?

Mr. FISHER. Mr. Chairman, I object.
Mr. ULLMAN. Mr. Chairman, it is not

in accordance with the rule.
The CHAIRMAN. Objection is heard.
The question is on the amendment of-

fered by the gentleman from Virginia
(Mr. FISHER) as a substitute for the
Committee on Post Office and Civil
Service amendment.

The question was taken; and the
Chairman announced that the ayes ap-
peared to have it.

RECORDED VOTE

Mr. CONABLE. Mr. ChaIrman. I de-
mand a recorded vote.
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Quillen
Rahall

Shipley Vanik
Shuster Vento

Ralisback SIkea Volknier
Rangel
Regula

515k Waggonner
Skelton Waigren

Reua Skublts Walker
Richmond
Rinaldo

Slack Walsb
SnJth, Iowa Wampler

Risenhoover
Roberis

Smith, Nebr. WatkinS
Snyder Waxman

Robinson Solarz Weaver
ROd.ino Spellman White
Roe Spence Whitehurst
Rogers St Gerxnain Whitley
ROncaliO Staggers Whitten
Rooney Stangeland Wiggln8
Rose Stanton WUOn, Bob
Rosenthal Steed Wliaon, C. H.
Roetenkowskl Steers Wileon, Tex.
Rousselot Stokes Winn
Roybal Stratton Wirth
Rudd Studds Wolff
Runnels
Ruppe

Stump Wright
Symma Wydler

Russo Taylor Wylie
Ryan ThompSon Yates
Santini Thone Yatron
Sarasin Thornton Young, Alaska
&tter5eld Trazier Young, Pla.
Sawyer
Scheuer

Treen Young. Mo.
Trlble Young, Tex.

Schroeder Tsongas Sablocki
Sebelius tJdall Zeferetti
Selberllng Van Deerlln
Sharp Vender Jegt

NOES—.38
AuCoin
Badham

Oepbardt Myers, Gary
Glbbona Obey

Bafalle Gore Pickle
Beard, Tenn. Hagedorn Poage
Bonlor Holland Rhodes
Brodhead Jones, Okia, Schuize
Carr Kemp Simon
Cleveland Ketchum Stark
Conable
Corman

Keys Seiger
Maguire Tucker

D'AmOurs Mann DIlman
Ford, Mich. Martin Weiss
Frenzel Mlkva

NOT VOTING—b
Ashley Koch Teague
Clawson, Del McHugh Whalen
Conyars Perkins
Fraser Stockman

The Clerk announced the following
pair:

On this vote:
Mr. Ashley for, with Mr. McHugh against.

So the amendment offered as a sub-
stitute for the Committee on Post Office
and Civil Service amendment was agreed
to.

The result of the vote was announced
as above recorded.

The CHAIRMAN. The question Is on
the Committee on Post Office and Civil
Service amendment, as amended.

The question was taken; and the
Chairman announced that the ayes ap-
peared to have It.

RECORDED VOTE

Mr. CORMAN. Mr. Chairman, I de-
mand a recorded vote.

A recorded vote was ordered.
The vote was taken by electrosic de-

vice, and there were—ayes 380, noes 39,
not votIng 15, as follows:
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A recorded vote was ordered.
The vote was taken by electronic de-

vice, and there were—ayes 386, noes 38,
not voting 10, as follows:

[Roll No. 697)
AYES—386

Abdnor Digge
Addabbo Dingeil
Akaka Dodd
Alexander Dornan
Allen Downey
Ambro Drlnan
Ammerman Duncan, Oreg.
Anderson, Duncan, Tenn.

Calif. Early
Anderson, El. Eckhardt
Andrewa, N.C. Edgar
Andrews, Edwards, Ala.

N. Dak. Edwards, Calif.
Annunzlo Edwards, Okia.
Applegate Eilberg
Archer Emery
Armstrong English
Ashbrook Erlenborn
Aspin Ertel
BadtUo Evans. 0010.
Baldus Evans, Del.
Barnard Evans. Ga.
Baucus Evans, Ind.
Bauman Fary
Beard, RI. Fascell
Bedell Fenwick
Belleneon Findley
Benjamin Fish
Bennett Fisher
BevIiI Fithian
Biaggi Flippo
Blnghsm Flood
Blanchard Florlo
Blouln Flowers
Bogga Flynt
Boland Foley
Bolling Ford, Tenn.
Bonker Forsythe
Bowen Fountain
Brsdemes Fowler
Breaux Frey
Brecklnrldge Fuqua
Brinkley Gammage
Brooks Gaydos
Broomfield 'Glalmo
Brown. Calif. Oilman
Brown. Mich. Glnn
Brown. Ohio o:ickman
Broyhill Goldwater
Buchanan Gonzalez
Burgener Goodling
Burke, Calif. GradiSon
Burke, Fla. Grassley
Burke, Mass. Gudger
BurlesOn, Tex. Ouyer
BurllsOn, MO. Hail
Burton, John Hamilton
Burton, Phllllp Hammer-
Butler schmidt
Byron Henley
CaputO lianna ford
carney Hansen
Carter Harkin
Cavanaugh HarrlngtOn
Cederberg Harris
Chappell Harsha
Chisholm Hawkins
Cleusen, Heckler

Don H. Hefner
Clay ifeftel
Cochran Hightower
Cohen Rillis
Coleman Hollenbeck
Collins, Ill. Holt
Collins, Tax. Holtzman
Conte Horton
Corcoran Howard
Cornell Hubbard
Cornwell Huckaby
Cotter Hughes
Coughlin Hyde
Crane Ichord
CunnIngham Ireland
Daniel, Dan Jacobs
Daniel. R. W. Jeffords
Danielson Jenkins
Davis Jenrette
de la Germ JohnSon, Calif.
Delaney Johnson, Cob.
DellumB Jones, N.C.
Dent Jones. Tenfl.
Derrick Jordan
Derwinski Hasten
Devine Kastenmeier
Dickinson EasenDIc Kelly

Kildee
Kindne
Kostmeyer
Krebs
Krueger
LaPalce
Lagomarsino
Latin
Le Fante
Leach
Lederer
Leggett
Lehman
Lent
Levitas
Livingston
Lloyd. Oslif.
Lloyd, Tofu.
Long. La.
Long, Md.
Lott
Lu Jan
Luken
Lundine
MoClory
MoCloskey
Mcoormack
Mcflade
McDonald
McEwen
McFaU
McKay
McKlnney
Madigan
Mahon
Markey
Marks
Marlenee
Marriott
Mathis
Mattox
Mazzoli
Meeds
Metcaife
Mey'ner
Michel
Mikuiski
Milford
Miller, Calif.
Miller, Ohio
Mineta
Minish
Mitchell, Md.
Mitchell, N.Y.
Moakley
Moffett
Molloban
Montgomery
Moore
Moorhead,

Calif.
Moorhead, Pa,
Moss
MottI
Murphy. Dl.
Murphy, N.Y.
Murphy, Pa.
Murtha
Myers. John
Myers, Michael
Patcher
Neal
Pedal
Nichols
Ni'
Nolan
yovak
O'Brien
(''tar
Oberstar
Ottinger
Panetta
Patten
PattersOn
PattisOfl
Pease
Pepper
Pettis
Pike
Pressler
Preyer
Price
Pritchard
Pursell
Quayle
Quie

AbdnOr
Addabbo
Akaka
Alexander
Allen
Ambro
Ammerman
Anderson,

Calif.
Andrews, P.C.
Andrews,

N. Dak.
Annunzio

[Roll No. 6981
AYES—380

Applegate
Archer
Armstrong
AshbroOk
Aspin
BadillO
Baidus
Barnard
Baucus
Bauman
Beard, R.L
Bedell
Beilenson

BenjamIn
Bennett
Bevill
Biaggi
Bingham
Blanchard
BlOuin
Bogga
Boland
Bolling
Bonker
Bowen
Brademaa
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pairs:
On this vote:
Mr. Ashley for, with Mr. McHugh against.

So the Committee on Post Office and
Civil Service amendment, as amended,
was agreed to.

The result of the vote was announced
as above recorded.

AMENDMENT OFED BY MR. JENKINS

The CHAIRMAN. Under the rule, the
Chair now recognizes the gentleman
from Georgia (Mr.JEmcn*s).

Mr. JENKINS. Mr. Chairman, I offer
an amendment.

The Clerk read as follows:
Amendment offered by Mr. Jzxis: Page

125, strIke out lines 22 through 25 and insert
in lieu thereof the following:

(A) In 1978 shall be $18,000.
"(B) in 1979 shall be $20,500,
"(C) In 1980 shall be $23,000,
"(D) in 1981 shall be $25,500.
"(E) in 1982 shall be $28,000.
"(F) in 1983 shall be $30,500, and
"(0) in 1984 shall be $33.000.
Page 128. line 3. strIke out "1982" and

tnsert In lieu thereof "1985".
Page 119, strike out lines 13 through 18

and insert in lieu thereof the following:
(2) with respect to wages received during

the calendar year 1978, the rate shall be 5.15
percent;

(3) with respect to wages received during
the calendar years 1979 thrOugh 1984, the
rate shall be 5.20 percent;

Page 120, strike out lines 12 through 17
and insert in lieu thereof the following:

(2) with respect to wages paid during the
calendar year 1978, the rate shall be 5.15
percent;

(8) with respect to wages paid during the
calendar years 1979 through 1984. the rate
shall be 5.20 percent;

Page 121, strike out lines 12 through 15 and
insert in lieu thereof the following:

(3) in the case of any taxable year begin-
ning after December 31, 1980, and before
January 1, 1985, the tax shall be equal to 7.80
percent of the amount of the self-employ-
ment. income for such taxable year;

Mr. JENKINS (during the reading).
Mr. Chairman, I ask unanimous consent
that the amendment be considered as
read and printed in the RECORD.

The CHAIRMAN. Is there objection to
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the request of the gentleman from
Georgia?

There was no objection.
The CHAIRMAN. The gentleman

from Georgia (Mr. JENKINs) will be
recognized for 15 mInutes in support
of his amendment, and the gentleman
from Oregon (Mr. ULLMAN) will be rec-
ognized for 15 minutes in Opposition to
the amendment.

The Chair recognizes the gentleman
from Georgia (Mr. JENKINS).

Mr. JENKINS. Mr. Chairman, I yield
myself such time as I may consume.

(Mr. JENKINS asked and was given
permission to revise and extend his re-
marks.)

Mr. JENKINS. Mr. Chairman, I want
to talk with the Members very briefly
about this amendment that I offer to-
night, which would decrease the gallop-
ing rate of the wage base increase as
contained in the committee bill.

Initially let me say this: that when
the administration sent over the pro-
posal in May, the administration never
conceived nor did they ever recommend
the wage base increase that we have in
the committee bill. Under the message
of the President in May of this year.
the President, the administration rec-
ommended an increase in the wage base
of employees of only $600 more than
what is in existing law for the year 1979,
and an additional $600 in 1981, 1983, and
1985.

Under the committee bill that we are
being called upon to vote for tonight, we
have a $3,400 increase in the first year, in
1978: $3,400 in the wage base.

I realize that all of us are concerned
about the people who are making $10,000
a year or $15,000 a year. I have more of
those people in my district than any
others.

I fully realize that if I am to decrease
the wage base to help protect that man
who is in the $20,000-a-year bracket,
self-employed, that I must also Increase
the tax rate. I do that in 1978 with a 0.1-
percent increase, which means that a
man maklng$10,000 a year will pay $10
a year more in taxes under my amend-
ment. If he is making $15,000 a year, he
will pay $15 more a year, about $1 a
month; but at the same time I put the
brakes on the spiraling increase in the
wage base, so that you do not have to go
back to your districts and talk to your
people and say, "I raised your taxes 23
percent in 1 year."

Now, I want to talk about the people
that this affects. I do not know the people
in your districts, but I assume they are
very much like mine. I want to direct my
attention to this group of people that all
of us in our campaigns have said we need
to help. We need to help that private
little businessman that is struggling to-
day. We do not want to increase the bur-
den: yet what are we doing in this bill
today? We are directing every bit of the
tax increase and every bit of the burden
right on his shoulders. Yet we go out and
say. 'No, we are going to help you."

Where are we going to help? If we ever
help him, we have to do it now. Even my
amendment places a 10-percent increase
on that man making $20,000 a year next
year.

Vander Jegt White Wydler
Vanik Whitehurat Wylie
Vento Whitley Yates
Volkmer Whitten YatrOn
Waggonner Wiggins Young. Alaska
Waigren Wilson, Bob Young, Fis.
Walker Wilson, C. B. Young, Mo.
Walsh Wilson. Tex. Young, Tex.
Wampler Wins Zablocki
Watkins Wirth Zeferetti
Waan Wolff
Weaver Wright

NOES—SO
AuCoin Oephardt Mikva
Badham Gibbons Myers. Gary

51 is Gore Obey
Beard, Tenn. Hagedorn Pickle
Bonior Holland Poage
Brodhead Jacobs Rhodes
Carr Jones, Okia. Schulzs
Cleveland Kemp Simon
Conable Ketchum Stark
Conyers Keys Steiger
Corman Maguire Tucker
D'Amours Mann tliman
Frenzel Martin Weiss

NOT VOTING—IS
Anderson, fll. Heckler Sawyer
Ashley Koch Stockman
ClawsOn. Del McHugh Sysams
Erlenborn Mikulaki Teague
Fraser Perkins Whalen

The Clerk announced the following
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Breaux Goldwater Moorhead,
Breckinrtdge Gonzalez Calif.
Brinkley Ooodling MoorheSd. Pa.
Brooks Gradison Moss
Broomfield Grassley Mottl
Brown, Calif. Gudger Murphy, Hi.
Brown, Mich. Guyer Murphy. N.Y.
Brown, Ohio Hall Murphy, Pa.
Broybill Hamilton Murtha
Buchanan HazumeP- Myers, John
Burgener schmidt Myers, Michael
Burke, Calif. Hanley Natcher
Burke, Fia. Hannaford Neal
Burke, Mass. Hansen Nedzi
Burleson, Tex. Harkin Nichols
Burlison, Mo. Barrington Nix
Burton, John Harris Nolan
Burton. Philip Harsha Nowak
Butler Hawkins O'Brien
Byron Ref ner Oskar
Caputo Heftel Oberstar
Carney HightowO? Ottinger
Carter HUlls Panetta
Cavanaugh Hollenbeck Patten
Cederberg Bolt Patterson
Chappell Roltzman PattisOn
ChishOlni Horton Pease
Clausen. Howard Pepper

Don B. Hubbard Pettla
Clay Huckaby Pike
Cochran Hughes Presaler
Cohen Hyde Preyer
Coleman Ichord Price
Collins, Dl. Ireland Pritchard
Collins. Tex. Jeffords Pursell
Conte Jenkins Quayle
Corcoran Jenrette Quie
Cornell Johnson. Calf. Quillen
Cornwell Johnson. 0010. Raball
Cotter Jones, NC. Railsback
Ooughlin Jones, Tenn. Rangel
Crane Jordan Regula
Cunningham Kasten Reusa
Daniel, Dan Kastenmeier Richmond
Daniel. B. W. Kazen Rinaldo
Danielson Kelly Risenhoover
Davis Kildee Roberts
de la Garza Kindness Robinson
Delaney Kostmayer ROdino
Dellums Krebs Roe
Dent Krueger Rogers
Derrick Laralce ROncalio
Derwinaki Lagomarsino Rooney
Devine Latta Rose
Dickinson e Fante Rosenthal
Dicks Leach Roetenkowaki
Diggs Lederer Rousaelot
Dingell Leggett Roybal
Dodd Lehman Rudd
Dornan Lent Runnela
Downey Levitas Ruppe
Drinan Livingston Russo
Duncan, Oreg. Lloyd, Calif. Ryan
Duncan. Tenn. Lloyd, Tenn. Santini
Early Long, La. Sarasin
Eckbardt Long, Md. Satterfield
Edgar Lott Scheuer
Edwards, Ala. Lujan Schroeder
Edwards, Calif. Luken Sebelius
Edwards. Okia. Lundine Beiberling
Eilberg Mcclory Sharp
Emery McCloskey Shipley
English MoCormack Sinister
Ertel McDade Sikea
Evans, 0010. McDonald Sisk
Evans, Del. McEwen Skelton
Evans, Ga. McFall Skubitz
Evans, md. McKay Slack
Fary McKinney Smith, Iowa
Fascell Madigan Smith, Nebr.
Fenwick Mahon Snyder
Findley Markey Solarz
Fish Marks Speilman
Fisher Marlenee Spence
Fithian Marriott St Germain
FlippO Mathis Staggers
Flood Mattox Stangeland
Florio Mazzoli Stanton
Flowers Meeds Steed
Flynt Metcalfe Steers
Foley. Meyner Stokes
Ford, Mich. Michel Stratton
Ford, Tenn.. Milford Studde
Forsythe Miller. Calif. Stump
Fountain Miller, Ohio Taylor
lowler Mineta Thompson
Frey Minish Thone
Fuqua Mitchell, Md. Thornton
Gammage Mitchell, N.Y. Traxier
Gaydos Moakley Treen
Giaimo Moffett Trible
Oilman Mollohan Tsongas
Ginn Montgomery Vdall
Glickman Moore Van Deerlin
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We talk about the economic situation
today. We say we have to create jobs and
that they have to come from the private
sector. People axe uncertain In the busl-
ness world. They do not know about the
private sector. Yet the very people we.
look to to create these JObs are these little
businessmen who earn between $20,000
and $30,000 a year. Who are they? It Is
the corner drugstore. It Is the service
station. It is the hardware store. It Is the
little feed store, the grocery store, the
real estate man, in these little towns.
These are the people we are hurting.
These are the very people that we are
going to have to go ba k to in July and
August and say, "Yes, I made social secu-
rity solvent; but, I let you pay the lion's
share of It to make up the problem."

I do not think I can do that after I
have campaigned through my district
and said, "I recognize your problem. I
want equitable treatment. I Want fair
treatment for the little self-employed
person."

All of us realize that we have to take
some action. Who are these people for
Whom I am trying to help today? This
Is the man, and the woman, Who struggle
every day to cope, every single day.

I am not worried about the man who
makes $40,000 or $50,000 a year. He does
not concern me. He is not going to be
hurt under the committee bill. In all the
charts to view, we have not been shown
the $20,000-a-year man who will have to
pay $250 more next year. I am not con-
cerned about the corporate executive. I
am not concerned about the Fords and
all the giant corporations right now. I
am talking about the man who Is mak-
ing $20,000 to $25,000 to $30,000 a year
with his own little business, the man who
is lighting regulations every day.

The big corporations have their own
attorneys, their CPA's, but the little man
has to cope with what he has by himse]!
This is the man for whom we increased
the minimum wage that he has to pay
to his employees.

He is the man who is sharing the re-
sponsibifity of paying the increase in the
State income tax, the real estate tax, the
ad valorem taxes. He is the man that
your child and my child go to when they
want a school annual advertisement or
want to buy school band uniforms. They
do not go to the giant corporations; they
go to the little man on the corner. This
is the man we are placing the burden on
with this bill.

Mr. CONABLE. Mr. Chairman, will the
gentleman yield?

Mr. JENKThS. I yield to the gentleman
from New York.

Mr. CONABLE. After my great suc-
cess in lighting the Fisher amendment, I
hope it will not hurt the gentleman too
much if I support his amendment. I think
it is a modest step, but a step in the right
direction. If a bigger step is Indicated,
a smaller step is not bad.

I do think there are many complica-
tions that are going to attend our fast
expanding wage base. The gentleman has
put his linger on some of them. I think
we are going to be tempted to tax pen-
sions in the future, and I strongly oppose
that. I think it Is going to reduce our
capacity to linance future cost-of-living
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Increases by an expanding wage base
once we have taken the step the com-
mittee bill does.

I think also that there are serious ques-
tions of equity involved, and a serious
impact on our private pension systems if
we raise the wage base to the extent the
committee bill does. So, I compliment the
gentleman on his amendment and I in-
tend to support it.

Mr. JENKINS. I thank the gentleman
for his comments and for his support.

Mr. PICKLE. Mr. Chairman, will the
gentleman yield?

Mr. JENKINS. I yield to the gentleman
from Texas.

Mr. PICKLE. As I understand what the
gentleman is offering, It would be to pro-
vide a more gradual increase in the wage
base and a slightly more rapid Increase
In the rate. I think that is important, be-
cause the committee bill places a heavy
emphasis on the wage base. It goes from
$17,700 next year up to as much as $39,-
000 and more. The gentleman In the well
is offering an amendment that increases
the wage base slowly, but puts in a tax.
It is a balance, and it would not be nearly
as onerous to business people as the bill
before us.

I think that is a fair approach, and I
think the gentleman has got a good
amendment. I support his amendment.

Mr. JENKINS. I thank the gentleman
for his comments.

I want to say that I am not attempting
to burden any one group over another. I
just simply think that it is unfair to un-
load totally upon this group who earn be-
tween the $20,000 and $25,000.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. JENKINS. I yield to the gentleman
from Massachusetts.

Mr. BURKE of Massachusetts. I think
what the gentleman from Georgia is try-
ing to do—I know he is well-inten-
tioned—but what he is doing here is rais-
ing the tax rate on 85 percent of the em-
ployees faster than the committee bill
does up until 1984. This will hit the em-
ployers very hard, particularly those In
manufacturing areas of this country who
are losing hundreds of thousands of Jobs.

The wage base increase only affects
about 13 or 14 percent of the wage earn-
ers In this country, and does not affect
the employment picture as bad as the
gentleman's amendment will. I hope the
gentleman's amendment is defeated, be-
cause if it is adopted, it will contribute
to higher unemployment in this country.
particularly in the manufacture of tex-
tiles, shoe wares, and the other manufac-
turing plants around the country that
are going down the tube at the present
time.

Mr. JENKINS. I thank the gentleman
for his comments. I disagree with him. I
say this: If I were trying to unload upon
the employee and employer, I would put
It all in the tax rate; but I have at-
tempted to strike a balance, and I might
say that the administration itself, in a
message to Congress, at no time advo-
cated the employees' share to increase at
the rate we are Increasing it in this bill.

But the people that I am talking about
today are the same people that all of us
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know, the people In the small towns.
They are the people who really carry the
burden and who we say we are trying to
help. But we are not going to help them
In this bill. It Is unfortunate that we are
going in this direction. He is really the
"Rocky" of the country. He is bruised
and battereçl, and he has been time and
time again. Here we are, getting ready to
sock it to him again, and yet he holds on.
He holds on day after day after day. And
every time we go to our districts he says:

This is a good nation, this Is a good coun-
try, we have to do something for SOCIal Se-
curity, we have to do something for our
entire tax structure. I cannot take it much
longer.

And what we are going to do if we
continue to place the burden upon his
shoulders Is that we are going to make a
group of dishonest people, because after
a while he is going to say, "I cannot cope.
I cannot make it any more, I cannot
survive, I cannot exist anymore." And
today, with few Members here, we will
sock it to him again.

Mr. Chairman, I submit that my
amendment is a very modest amend-
ment. It does not do much for the small
businessman, but It does a little for him.

Mr. TJLLMAN. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, it is my hope that we
might be able to proceed very expedi-
tiously on some of these amendments. I
think we understand them. It is also my
hope that the committee might rise
about 9 o'clock tonight, and the more
amendments we get out of the way to-
night, the less time it is going to take
tomorrow to linish the bill. It may even
be possible, if we could move rapidly
enough, that we could linish the bill
tonight.

But let me very quickiy relate to the
Jenkins amendment. I want to com-
mend the gentleman for doing some very
serious thinking about this matter, but
I urge the Members to stay with the
formula the committee has laid out.
What the gentleman from Georgia, Mr.
JENKINS, would do is this: In 1978, he
would increase the tax rates, by 0.1 per-
cent and then in 1979 and 1980 by 0.15
percent above the committee bill; by
1981 to 1984, continuing 0.05 percent
above the bill, and then In 1985 and
thereafter, he would stay with the com-
mittee tax rates. On the base, he would
start out in 1977 the same as the com-
mittee bill, and he would arrive at the
same place as the committee bill in 1985.
But between 1977 and 1985 we would
both step up the base. He would step it
up with a little different format than
we would, and he would start it a little
slower. I think one could draw 100 dif-
ferent versions of the way to do it. The
committee has studied it very carefully,
and I urge the Members to stay with
the committee and vote against the
gentleman's amendment.

Mr. ROUSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. ULLMAN. I yield to the gentle-
man from California.

Mr. ROUSSELOT. I thank the gentle-
man for yielding.

Mr. Chairman, the difference between
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the committee bill and the Jenkins
amendment as It relates to rates Is that
the Jenkins amendment starts out ex-
actly the same and ends up the same,
and the only difference Is for years dur-
ing the years 1978-44. It Is very minus-
cule, in the rate difference.

Mr. ULLMAN. On rate,. there is a 0.1
percent increase In the Jenkins amend-
ment in 1978, which Is an early rate in-
crease, and then a 0.15 in 1978 and 1980,
which is a very sizable increase In rate.

Mr. ROUSSELOT. But.it Is a 7-year
period?

Mr. ULLMAN. Yes. 1977 Is the aame
1985 is the same. But In those interven-
ing years, he uses a little different sched-
ule of base increase.

Mr. ROUSSELOT. Well, his base, of
course, does not go up quite as rapidly.

Mr. UT.LMAN. Yes, but it gets to the
same place eventually

Mr. ROUSSELOT. Yes, eventually, but
the wage base goes up more slowly.

Mr. ULLMAN. Yes, that Is right.
Mr. ROUSSELOT. So thIs amendment

really Is, as the gentleman from Georgia
tMr. Jmncrws) said, a middle-income
amendment. It Is for the middle-income
people who are covered.

Mr. ULLMAN. Except that in both the
bill and under the amendment we arrive
at the same place; we are just using
different steps.

Mr. ROUSSELOT. So I would assume
that If we do not care for the middle
income, we should probably vote against
this amendment.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. ULLMAN. I yield to the gentleman
from Massachusetts.

Mr. BURKE of Massachusetts. Mr.
Chairman, I might point out to my
friend, the gentleman from California
(Mr. ROIJSSEL0T), that If the amendment
offered by the gentleman from Georgia
(Mr. SJENXI.NS) is adopted, it will more
than likely cost us about 500,000 jobs.

Mr. ROUSSELOT. Mr. Chainnan If
the gentleman will yield, where did the
gentleman from Massachusetts (Mr.
BIJRXE) get that Information? I have
seen no such figures from the Joint Eco-
nomic Committee or the Budget Com-
mittee.

Mr. BURKE of Massachusetts. This
would cost 500,000 jobs in the manufac-
turing areas of this country. The textile
firms are just holding on now by their
fingertips.

Mr. ROUSSELOT. We know the prob-
lems of the textile industry, but this
amendment does not effect that problem.

Mr. BURKE of Massachusetts. They
just need a little bit of a push to put
them over the precipice now.

Mr. ROUSSELOT. Like the minimum
wage?

Mr. BURKE of Massachusetts. That is
right.

Mr. ROUSSELOT. Yes, that Is right,
just like the Increase in the minimum
wage, that does adversely affect the tex-
tile Industry.

Mr. BURKE of Massachusetts. What
we would be doing here Is thIs: ThIs tax
goes on the employer on ane side and
on the employee on the other, but the
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employer actually feels he Is paying it,
so this Is a double tax he Is paying.

If we want to reduce the manufac-
turing jobs in this country, you should
vote for this amendment.

Mr. ULLMAN. Mr. Chairman, I yield
3 minutes to the gentleman from Arkan-
sas (Mr. TUCKER).

Mr. TUCKER. Mr. Chairman, I would
like to be very clear to my colleagues in
stating what this amendment would do,
because it might have some surface at-
tractions, but It also has some real deep
dangers. I want the Members to be very
clear about what It does.

The wage base, as adjusted in this
amendment, ultimately reaches the same
base rate level set forth in the committee
bill. As a matter of fact, it does so by
1984. We are just quibbling about a
thousand dollars or so.

The Important thing Is this: in order
to ease that wage base in just a little bit
slower, we have, first, a 0.1 percent tax
Increase, in 1978 and then we have
another 0.05 percent tax increase on top
of that in 1979.

So this amendment increases the tax
immediately on 85 percent of the em-
ployees in this country and 85 percent of
the employment—and that includes the
employers In the country—by next year.
That means a couple of billion dollars in
taxes next year on all employment, or
on 85 percent of it, and 85 percent of the
employees, and thIs Is just to take care
of a very few people.

That would have a severe economic
Impact, and that Is why the committee
did not take this approach. We did not
want to put that kind of a tax burden on
all jobs and on all employers next year.

Mr. GEPHARDT. Mr. Chairman, will
the gentleman yield?

Mr. TUCKER. I yield to my friend, the
gentleman from Missouri.

Mr. GEPHARDT. Mr. Chairman, the
gentleman is saying,, then, that we are
not talking about a middle-class amend-
ment; we are talking about an amend-
ment that would benefit only about 15
percent of the wage earners, the highest
paid people in the United States?

Mr. TUCKER. The gentleman is cor-
rect. This does not take care of the mid-
dle class; this takes care of the top 15
percent of the wage earners in the coun-
try, and It puts added burdens on the re-
maining 85 percent of the wage earners
in this country.

Mr. JENKINS. Mr. Chairman, will the
gentleman yield?

Mr. TUCKER. I yield to the gentleman
from Georgia.

Mr. JENKINS. Mr. Chairman, the gen-
tleman said the amendment Is for the
highest income group in the country?

Mr. TUCKER. The top 15 percent.
Mr. JENKINS. How much more does

the $25,000 a year man who Is self- em-
ployed pay In 1978 under this bill than
he does this year?

Mr. TUCKER. Under our bill he would
In 1978 pay $133 more than he would
under present law.

Mr. JENKINS. I am speaking of the
self-employed.

Mr. TUCKER. The gentleman's
amendment makes no change In the self-
employed tax rate from e committee
bill, which stays at 1 Umes.
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Mr. JENKINS. But the bill's wage base
goes up, does it not, a total of $3,400
from what It Is In 1977?

Mr. TUCKER. Yes, but it goes up only
$2,000, less than $2,000 over what it
would go up anyway. Under existing law
it would go to $17,700 next year, and un-
der the committee bill it would go. to
$19,900. So there is only a $2,000 increase
in wage base.

The CHAIRMAN. The time of the gen-
tleman from Arkansas (Mr. TUCKER) has
expired.

Mr. JENKINS. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, I do not wish to spend
any additional time except to explain
one issue.

In the rate increase that will occur
under my amendment, it will mean a
$10 a year increase in 1978 for a man
making $10,000 a year. Thereafter it goes
t.o 0.05 percent, which means a $5 a year
increase for a $10,000 a year man.
which is a little bit of an increase for
him, which is a 3-percent increase, to try
to reduce the 23-percent increase for the
$20,000 a year man down to 10 percent.

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from Georgia (Mr. JENKINS).

The question was taken; and the
Chairman announced that the noes ap-
peared to have it.

RECOrUEO VOTE

Mr. JENKINS. Mr. Chairman, I de-
mand a recorded vote.

A recorded vote was ordered.
The vote was taken by electronic de.

vice, and there were—ayes 136. noes 28l
not voting 17, as follows:

Abdnor
AYES—136

MontgomeryEnglish
Ambro
Anderson, Ill.
Andrews, NC.
Andrews,

N. Dak.
Applegate
Archer
Mhbrook
AuCoin
Badham
Bafalis
Barnard
Bauman
Beard, Tenn.
Binghaxn
Boggs
Bowen
Breaux
Breckinridge
Brinkley
Brown, Mich.
Brown, Ohio
BrOyhill
Buchanan
Burgener
Burleson, Tex.
Butler
Oederberg
Chappell
Cochran
Collins, Tex.
Conable
Corcoran
Crane

Ertel
Evans. (Ia.
Flippo
Flynt
Forsythe
Fountain
Fowler
Fuqua
Gaxnxnage
Ginn
Glickman
Goldwater
Gradison
Graseley
Gudger
Guyer
Hall
Hansen
Harris
Harsha
Hefner
Holt
Huckaby
Hyde
Ireland
Jenkins
Johnson. Cob.
Jones, N.C.
Kelly
Ketchum
LagoiflarsinO
Latta
Leach
Lent

Moore
Moorhead,

Calif.
Mottl
Murphy, Pa.
Nichols
O'Bri2n
Pickle
Poage
Quayle
Quillen
Rhodes
Risenhoover
Robinson
Rose
Rousselot
Rudd
Runnels
Satterfield
Sawyer
Schuize
Sebelius
Shuster
Sikes
Skelton
Skubitz
Smith, Iowa
Snyder
Spence
Stangeland
Stump
Symms
Treen
Vander Jagt

Cunningham
Daniel, Dan
Daniel, R. W.
Davis
de be Garza
Derwinski
Devine
Dornan
Duncan, Tenn.
Edwards. 1Ia.
Edward8, Otis.

Levitas
Livingston
Lloyd, Tenn.
Long, La.
Lott
Mccflory
McDonald
McEwen
Martin
Matbis
Michel

Waggonner
Walker
Wampler
Watkins
Whitley
Whitten
Wiggins
Wilson, TeE.
Winfl
Wydlar
Youiig, Tel..



CONGRESSIONAL RECORD— HOUSE

The Clerk announced the following
pairs:

On this vote:
Mrs. Speilman for, with Mr. Ashley against.
Mr. Teague for, with Mr. Mcflugb against.
Mr. Del Clawson for, with Mr8. Heckler

against.
Mr. Dickinson for, with Mr. Whalen

against.

Messrs. SNYDER, EDWARDS of Okla-
homa, ABDNOR, ERTEL, and QUILLEN
changed their vote from "no" to "aye."

Mr. FISH and Mrs. SMITH of Ne-
braska changed their vote from "aye" to
"no."

So the amendment was rejected.
'he result of the vote was announced

as above recorded.
AMENDMENT os's'xaED BY MR. PICKLE

Mr. PICKLE. Mr. Chairman, I offer an
amendment.

The Clerk read as follows:
Amendment offered by Mr. PICKLE: Strike

Out section 104 (beginning on page 127, line
16, and ending on page 131, Immediately be-
fore line 4).

Page 131, line 5, strike out '105" and in-
Bert in lieu thereof "104".

Page 131, strike Out the sentence begin-
ning in line 7.

Conform the table of contents on page
117.

Page 169, strike Out lines 1 through 5 and
insert in lieu thereof the following: "pf 1954
(the Federal Insurance Contributions Act) is
amended by redesignating sections 3125 and
3126 as sections 3126 and 3127, respectively,
and by inserting after section 3124 the fol-
lowing new section:".

Page 169. line 6, strike Out "3126" and in-
sert in lieu thereof "3125".

Page 169. in the matter following line 22,
strike Out "3126', "3127", and "3128" and
insert in lieu thereof "3125", "3126", and
"3127", respectively.

Page 170. line 4, strike Out "3127" and
insert in lieu thereof "3126'.

Page 170, line 15, strike out "3126" and
insert in lieu thereof "3125".

Page 170, line 19, strike Out "3127" and
insert in lieu thereof "3126".

Page 171, line 5, strike Out "3126" and
insert in lieu thereof "8125".

Page 171, line 17, strike Out "3126" and
insert in lieu thereof "3125".

Page 171, lines 21 and 22, strike Out "3127
(a)', "3127(b)", and "3127(c)" anti insert
in lieu thereof "3126(a)", "3126(b)". and
"3126(c)", respectively.

Page 171, line 25, strike out "3127,".

Mr. PICKLE (during the reading) . Mr.
Chairman, I ask unanimous consent that
the amendment be considered as read
and printed In the RECORD.

The CHAIRMAN. Is there objection to
the request of the gentleman from Texas?

There was no objection.
(Mr. PICKLE asked and was given

permission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Chairman, I do not
want to see the social security program
turned into a welfare or need program.
It is ai Insurance program. We probably
destroy the Insurance program the mo-
ment you borrow from the General
Treasury. It could become a charity pro-
gram.

Since its creation in 1935, amIdst this
country's greatest depression, the social
security system has been the bedrock of
our social structure. Why has this sys-
tem served so well and been so popular
among Americans? It is because of the
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high public confidence it has enjoyed.
Folks have always been able to cotnit on
the system to deliver.

Accordingly, I feel the worse thing
that the House could do to erode publk
confidence is to pump funds from the
General Treasury into the system. And ii
we do not strike the authority in this bill
to use general revenues, I fear we will be
giving rise to the whispers of the last
few years that the soclai security system
is going the way of the Edsel.

At first glance, It may seem that the
"standby" authority Is an innocuous
and safe approach to employ. But if one
will closely examine the calculations used
to conclude that the authority will never
become necessary, one may become skep-
tical. The committee bill says that no
borrowing from the Treasury will be per-
mitted unless the OASDI funds dips be-
low the reserve ratio of 25 percent.

The social security trustees report fig-
tires that the rato—lncpme compared to
outgo—will reach its lowest level in 1980
and that It will be about 28 or 27 percent,

Mr. Chairman, the plight of the social
security system is the result of numerous
factors and should not be solely attrib-
uted to mishandling by the Congress.

Certainly Congr'ss must bear some of
the responsibility because we have ex-
panded the system over the years to a
much different version of the original
program designed to provide supplemen
tary Income for retired workers. We have
made changes that has added survivors,
the disabled, and the sick—medicare, I
feel that these were progressive and hu-
mane advances but I do question whether
we always provided adequate financing
to pay f9r the extended benefits.

In the last 4 or 5 years, there have
been three main reasons for the difflcu1t.'
we find ourselves in today:

First. Recession—Beginning In 1973.
we have extremely high numbers of Un-
employed—ranging from 7 to 9 million—
which has deprived the trust fund of
billions of dollars,

Second. Cost of Living—In 1972, the
Congress, with good intentions, enacted
a formula for retirement benefits which
enabled workers to get higher benefits
than their earnings normally called for.
This bill has halted that error by "de-
coupling."

Third. Disability Insurance—Incon-
sistencies in the definition of disability
have caused an unanticipated rapid
growth In disability payments seriously
jeopardizing that fund.

All want to our elderly citizens have
a decent supplementary income. They
have worked for it; paid for it, and are
entitled to it. Over the years to assure
that level, we have raised both the tax-
able wage base and rate. But we should
remember that the young working force
has a real stake in this system as well.
They must be assured that the funds
they are paying now will accrue to their
benefit when they retire. For this reason.
we must not think of any one particular
segment: the retired, the young worker.
the disabled, the Federal employee, the
Member of Congress. Instead, we must
keep in mind that this bill has a vital
Interest for all Americans.

I am a little wary, however, of some of
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the economic assumptions that the trus-
tees make in light of predictions o other
prestigious prognosticatos.

For example, t1 committee projec-
tions are based on:

An unemployment rate of 5.2 percent
in 1980—current rate 6.9 percent—and
down to 4.5 by 1981—82.

Inflation: 6.38 percent In 1978, 5.33
percent in 1979, and 4.7 percent in
1980—currently, 6.5 percent.

Real C*NP: to Increase by 5.4 percent
In 1978, 5.2 percent In 1979, and 5.1 per-
cent In 1980—now 4.8 percent.

The Council of Economic Advisers and
the Joint Economic Committee have both
made forecasts which are much less op-
timistic than that of the social security
trustees.

For example, the JEC predi1cted that
real C*NP would grow only 4 to 4.4 per-
cent next year—i full percent below the
committee predictions. The CEA also
stated that it expected real growth to be
around 4.5 percent. Even less optimistic
has been the private business council
which predicted an Inflation rate of 6.2
percent in 1978.

Naturally, we can tinker around these
figures all day but what it really gets
down to is that with just slight varia-
tions on the assumptions by the trustees,
the reserve ratio could plununet below
the danger level of 25 percent and we
would have general taxpayer dollars sup-
porting social security.

Some would pooh-pooh and say that
this is not really of any importance. I
strongly disagree and feel like we would
change the intrinsic strength of the so-
cial security system. This amendment
will be the most important vote you will
ever cast on social security. This amend-
ment means whether or not we keep the
program on an Insurance basis or turn
it into a welfare or need program.

First. If you favor turning social secu-
rity into a program of general assistance,
then it should be done In a straightfor-
ward manner. But on the other hand,
if you believe that Congress would be
signaling the American people that we
really feel that the social security sys-
tem can pay for itself and retain the
solidarity of an insurance system, you
will vote for this amendment.

Second. If you borrow from the Gen-
eral Treasury you turn the social secu-
rity system into a needs, or welfare pro-
gram. You depart from an Insurance pro-
gram and weaken the basic strength of
the system.

Third. If you borrow, you will be pay-
ing for that deficit from a deficit In the
General Treasury. What is the deficit in
the Treasury? Let us look at the last 6
years:

Congressional Budget Office says:
1978 projected deficit in 2d budget resolu-

tion $61 billion 0.25.
1977 $48.1 billion.
1976 $66.5 billion.
1975 *45.1 billion.
1974 $4.7 billion.
1973 $14.8 billion.
1972 323.4 billion.
1971 823.0 billion.
1969 plus $3.2 billion last time there was

a surplus 8225.6 billion.

Fourth. If you borrow from general
revenues, you will destroy the confidence
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of those who have paid into the social
security trust fund azid especially the
young now paying in. The only argument
advanced for the stand-by borrowing au-
thority is that people will lose confidence
In their government—that retirees will
become alarmed. My friends, the thing
that would alarm them most is to real-
ize that thefr money depends on borrow-
ing from the General Treasury which
has a deficit of $225 billion over the last
6 years. What security can retirees have
with that kind of track record?

Fifth. If we vote for this backdoor
borrowing, we will be allowing the Con-
gress no alternative. Certainly if we did
have another recession and we saw that
the fund was in dire jeopardy, we surely
could take steps at that time to shore it
up. Adopting this approach, the stand-
by borrowing authority strips us of that
alternative.

Sixth. Do not be too assured that since
this proposal is coupled with an agree-
ment to pay a tax to refund the Treasury
that future Congresses will not simply
waive that painful tax. It would not be
the first time such a thing happened—
in exchange, unemployment compensa-
tion program.

Seventh. This would be a foot In the
door for permanent social security fund-
ing out of general revenues. The Burke
approach would have one-third employ-
er, one-third employee, and one-third
General Treasury. This wovid mean
about $30 billion out of general revenues
at current levels. Of course, this $30 bil-
lion amount would simply be added to
the already swollen Federal deficit.

My friends, thl is not a partisan mat-
ter. This should not be a political matter.
It is a most fundamental question: Do
you want a deficit-ridden Treasury to
become a partner in the social security
insurance program. Our beloved senior
citizens who have earned their money
deserve better than that. Let us remove
•the borrowing authority from this bill.
By removing the borrowing authority,
you do not weaken the bill, you strength-
en it by announcing to the 100 million
employers and employees that the pro-
gram can be maintained as an insur-
ance system and not be given any dam-
aging handout program.

Mr. CONABLE. Mr. Chairman, will
the gentleman yield?

Mr. PICKLE. I yield to the gentleman
from New York.

Mr. CONABLE. I thank the gentleman
for yielding, and I also thank him for
his courage and his perceptiveness in
off ering this amendment. The pro-
ponents of the committee bill say that
borrowing will not be necessary from the
General Treasury. They are all honor-
able men. I think for that reason we do
not need the borrowing power, and I
consider granting of borrowing power to
the administrators of the social security
system a step dOwn the primrose path
once again.

Mr. Chairman, I wish to support the
gentleman from Texas in his amendment,
and I want to compliment him on the
argument he has made in support of it.

Mr. PICKLE. Mr. Chairman, how
much time do I have?
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The CHAIRMAN. The gentleman has
consumed 7½ mInutes.

Mr. BtJRKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. PICKLE. I yield 30 seconds to the
gentleman froqi Massachusetts.

Mr. BURKE of Massachusetts. Mr.
Chairman, the gentleman has given me
just enough time to remind him of the
story of that fellow who wen& .t'Ishing
down in his district in Texas. He was out
there in the little stream and he caught
a little minnow on the hook, and he was
trying to take the hook out. The little
minnow kept wiggling around. The man
said, Hold still, little fish, I am not go-
ing to hurt you; I am just going to gut
you."

And that is what the gentleman wants
to do with this bill. He wants to gut this
bill.

Mr. PICKLE. Mr. Chairman, I say to
the gentleman from Massachusetts that
I heard that was a catfish the man was
working on and not a little minnow. But
I guess he thinks we Just do things bigger
down In Texas. But what the gentleman
said is happening is just what this bill
does to the American people.

Mr. STEIGER. Mr. Chairman, will the
gentleman yield?

Mr. PICKLE. I yield to the gentleman
from Wisconsin.

Mr. STEIGER. I thank the gentleman
for yielding.

Mr. Chairman, I must say that I am
somewhat surprised by the statement
made by the gentleman from Massachu-
setts. If this Is the centerpiece of this
bill, it is in deep, deep trouble. The Pickle
amendment is absolutely necessary to
retain the soundness of the social secu-
rity system. It is inconceivable to me that
we would in fact adopt a kind of system
based on an artificial figure, this 25 per-
cent figure, which is artificial, to say the
least, and then say this if we go below
that, without any action by the Congress,
without any debate by this body, we will
borrow. I think that destabilizes the
confidence in the American people.

Mr. Chairman, I commend the gentle-
man for his excellent amendment.

Mr. KETCHUM. Mr. Chairman, wiil
the gentleman yield?

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. PICKLE. I yield to the gentleman
from California (Mr. KETCHTJM).

Mr. BURKE of Massachusetts. Mr.
Chairman, the gentleman just mentioned
my name. I thought he would be kind
enough to yield to me.

Mr. PICKLE. Mr. Chairman, If the
chairman of the committee is not able to
yield to the gentleman from Massachu-
setts (Mr BURKE) I will yield to the
gentleman later.

Mr. KETCHUM. I thank the gentle-
man for yielding.

Mr. Chairman, I rise in support of the
amendment offered by the gentleman
from Texas (Mr. PZCKLE). He is quite
right. If the reserves were to drop below
25 percent, it is obvious, I think, that
Congress would come back, decide what
we are going to do, and try to decide whet
direction we are going to take. But if
we are going to take the dfrection that
the bill takes us, the gentleman is quite
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correct, then It takes us In the direction
of the original bill of my dear friend, 1he
gentleman from Massachusetts (Mr.Bu).

That is really what we are talking
about here. If we allow this foot In the
door with this bill in Its entirety, then
we really are pointing to Federal fund-
ing of social security, and that Is a total
repudiation Of what social security Is all
about.

if we really want to do this, then let
us scrap what we are doing here and let
us take up the amendment suggested by
the Eentleman from Massachusetts (Mr.
Buiucz). Let us be honest about it and
let us go for Federal funding.

Years ago we had an old gentleman
In this country by the name of Town-
8end, and what the gentleman from
Massachusetts leads up to is a Town-
send plan, but instead of 30 bucks every
Thursday, it is going to be 200 or 300
bucks, and we will guarantee everybody
in the United States, upon achieving a
given age—and we can pick that one out
of the air—a payment every Thursday
for the rest of their ]ives.

Let us be honest about it. The gentle-
man in the well is 100-percent correct.

I urge the Members to support the
gentleman's amendment 11 they value the
social security system as it was originally
drafted, and I congratulate the gentle-
man from Texas (Mr. PICKLES for of-
fering his amendment.

Mr. PICKLE. Mr. Chairman, I appfe-
ciate the gent]eman's comments very
much.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield now?

Mr. PICKLE. Mr. Chairman, I reserve
the balance of my time.

Mr. ULLMAN. Mr. Chairman, I yield
jnyse]f 3 minutes.

Mr. Chairman, I must say in response
that there is no Member in this room
who is more strongly opposed to the use
of general revenues in the social security
system than is the chairman of the Com-
inittee on Ways and Means.

I say to the Members that this bor-
rowing authority is our best insurance
that we never will go to general revenues.

Let me say, second, that we have in the
bill a financing structure that will keep
this borrowing authority from triggering.
I want to say that the reason that is
important is that it would be a mistake,
In my Judgment, to try to build up the
reserves in the trust fund too fast. That
would have an adverse impact on the
economy.

If we build up too many billions of
dollars in the trust funds, then we are
taking that money away from segments
of the economy where we could achieve
growth.

So it is or hope that we can keep the
trust funds at reasonable levels. If we
are going to get down near 30 percent,
then I think, in order to insure or to give
the American people, the people who de-
pend upon social security for a living,
the assurance that they need, that the
money will be there to pay their benefits,
this borrowing authority is tremendous-
ly Important. Under ordinary circum-
stances there will be no trigger.

If we should reach some kind of an

economic downturn -that noboy can
anticipate—and It could happen quick-
ly—we do not want to get ourselves in
a posture where all at once everybody
is uptight about the social security trust
fund running out of money. This would
guarantee that it would not. It has in It
an automatic tax that will trigger when
we borrow and will automatica]ly replen-
ish the trust fund to proper levels.

Mr. Chairman, that is a good device.
The Government of the United States
has been borrowing from the social secu-
rity system for 40 years. I think there
is nothing wrong with a situation where,
under unforeseen circumstances, the
social security system should turn
around and borrow funds from the Fed-
eral Government, borrowing only under
a stringent repayment formula.

Mr. Chairman, I urge the Members to
oppose the Pickle amendment and to
support the committee. This is a key
part of this bill.

The CHAIRMAN. The time of the gen-
tleman from Oregon (Mr. ULLMAN) has
expired.

Mr. ULLMAN. Mr. Chairman, I yield
2 mInutes to the gentleman from Mas-
sachusetts (Mr. BURKE).

Mr. BURKE of Massachusetts. Mr.
Chairman, I wonder where the great
leaders of the Republican Party have
gone to. Where are the men like Senator
Vandenberg who recommended that gen-
eral revenues be used? What has hap-
pened to that party over there? Why are
their numbers depleted? Because they
have lost touch wfth the peop]e.

Mr. Chairman, why do they not build
t'p a man like Senator Vandenberg in
their ranks today and take up the cudgels
on behalf of the employers and the em-
ployees in this country? Why do they
follow that old, archaic philosophy which
they are advocating here today?

Mr. Chairman, let them pick up and
lead the speeches of Senator Vandenberg
and renew and revitalize their party.
They should not follow their leaders back
to 1932.

Mr. Chairman, the Pickle amendment
Is the harshest and the cruelest thing
we could do to the elderly in this coun-
try because what it does is to tell the
elderly in this country that these funds
might go broke. It says, 'We are not going
to give you any assurance that your check
is going to be forthcoming."

Mr. Chairman, I do not believe the
gentleman from Texas (Mr. PicxI.>
wants to do that. I do not believe mem-
bers of the minority party want to do
that. I think they want to put a little bit
of their heart into this bill. I say to them.
use that and t(se it the way Senator Van-
denberg used it. He thought it over care-
fully, and he put in the Vandenberg
amendment the using of general rev-
enues.

Mr. Chairman, all they are asking for
here is a minimum guarantee, through
the legislation, that the fund will not go
broke.

Are we going to say to the elderly of
this country, "We are not going to give
you that assurance"?

A vote for the Pickle amendment s
letting down the old folks in this coun-
try just as sure aS we are sitting here.

Mr. ULLMAN. Mr. Chairman, X yield

4 minutes to the gentleman from Arkan-
sas (Mr. TUCKER).

Mr. TUCKER. Mr. Chairman, the elo-
quence of the gentleman from Massa-
chusetts (Mr. BURKE) is unmatchable.

Let me review briefly with my col-
leagues the history which brings us to
where we are today.

The social security trust funds, meas-
ured at a percentage at the end of the
year of expenditures during the year,
are rapidly declining. The Committee on
Ways and Means was faced with several
options as to how we could get those
trust funds back up to a safe level. We
could have made a huge increase ih the
tax rate and a huge increase in the wage
base or made a cutback very severely in
benefits. There are any number of ways
or approaches by which to drive the trust
fund reserves back up very quickly.

We chose, instead, to take a very mod-
erate approach, doing a little bit of sev-
eral things. The result is that the trust
funds do decline and in 1980 and 1981
reach a very low level of about 26 or 27
percent. Then they start back up again
and reach a safe level.

Why is the 26 percent level not safe?
Very simply, a 26-percent reserve level
means that we only have about a 3-
month balance to cover cash flow de-
mand on social security trust funds.

Thus, Mr. Chairman, if there were
another Arab oil embargo or if economic
circumstances are not as good as pro-
jected in the social security board of
trustees' mid-term projection, which is
certainly possible, we could go below 25
percent.

If we do and if it occurred in 1980
or 1981 while we are out of session, in a
campaign, or in some other way unable
to come back immediately with tax in-
creases, the old people in this country
might not get their check.

Mr. Chairman, what we are suggesting
is very modest because in 1944 the Sen-
ator Vandenberg to whom the distin-
guished gentleman from Massachusetts
(Mr. BURKE) referred, said this, and I
quote; and this was a fine Republicin
Senator:

We pledge the Congress to an equivalent
direct appropriation to social security lo
preserve the integrity of its obligations.

Mr. Chairman, the Senate Finance
Committee in 1944 said of the 1?9
amendments:

Congress obligates Itself in the future to
direct appropriations from general revei ii'.

Mr. Chairman, the result was that in
1944 the U.S. Congress adopted by a voice
vote in the Senate and a voice vote in
the House an absolute guarantee of gen-
eral revenue funds if the social security
fund ran out of money.

The reason it was necessary at that
time was that the Congress was ref ushv:
to go ahead and make the necessary in-
creases in the tax and wage base to keep
the trust funds up. By 1950 the reserve
was so high that it was no longer neces-
sary to have that amendment, and it 'v
taken out.

Mr. Chairman, all we are asking for is
that the House provide this loan author-
ity, which Is repayable within the word-
ing of the bill. It is a very modest amend-
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ment, but It is fiscally sound. It assures
that we will meet payrolls if we have to
send out checks in the months when the
reserves have gone too low.

It gives the old people of this country
also a great psychological boost in that
we have made good on what my friend,
the gentleman from Texas, recognizes as
a solid political commitment never to
let the old people of this country miss
their social security checks.

Mr. PICKLE. Mr. Chairman, will the
gentleman yield?

Mr. TUCKER. I yield to the gentleman
from Texas.

Mr. PICKLE. I thank the gentleman
for yledlng.

Does the gentleman in the well think
that this will not go over the 25 percent?

Mr. TUCKER. I would hope that it
would not.

Mr. PICKLE. Does the gentleman
ththk it will trigger it? I see the gentle-.
man hesitates.

Mr. TUCKER. If the gentleman will
let me answer the question. I will reclaim
my tthie. I think that it is thipossible
that it can trigger it. Another loan em-
bargo would trigger it. That is why we
need this.

Mr. ULLMAN. Mr. Chairman, I yield
2 minutes to the gentleman from Mis-
souri (Mr. GEPHARDT).

Mr. GEPHARDT. Mr. Chairman, I
would like to ask a question, and the
question was just stated by the sponsor
of the amendment. He is asking the ques-
tion as to whether or not the gentleman
thought it would trigger 25 percent, and
the gentleman said he did not know. Let
me ask him what his view is. The way
the bill is structured financially, what
will happen in 1986 and 1987 in terms
of balance in the trust funds?

Mr. TUCKER. If the gentleman will
yield, in 198S and 1987 after we get past
the short term. by then we will be way
back up to the 40 or 45 percent level of
reserves. Thus. we are facing a danger.
When we reach that level of reserves, if
a loan is triggered, under the provisions
of the bill it will automatically be repaid
out of those excess funds.

Mr. GEPHARDT. So the gentleman's
theory here is that we have constructed
a financially sound bill, and the loan au-
thority is simply a back-up for those 4
years if we have a problem.

Mr. PICKLE. If the gentleman will
yield, on the basis we do not need this.
It is not necessary. I asked the commit-
tee to do something because the danger
is in two thimediate years, and the com-
m,tttee would not do it. Therefore, if it
is going to be rosy, we do not need this
standby authority.

Mr. GEPHARDT. I hope, as the gentle-
man in the well does, we do not need it,
but we are close. We will be at 26 percent.
It may be that unemplyoment may be
higher when we go in. We also believe
we have a bill financially structured so
that it will go to 50 percent in 1985 and
the money will clearly be paid back. It is
a financially sound bill. The loan author-
ity is to assure the people of this country
that this loan will be repaid.

Mr. TUCKER. If the gentleman will
yield further, to vote for this amendment
would be financially irresponsible, totally
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financially Irresponsible for the people
of this country. Pease vote no on the
Pickle amendment.

Mr. ULLMAN. Mr. Chairman, I yield
myself 1 mInute.

There are millions of Americans out
there waiting for a signal from us that
we will keep this social security fund on
a basis where the money will be there
when they need to draw on it. This is the
signal. Here we are saying we will back
up that social seôurity trust fund to the
full extent of the American Treasury. We
are doing it on a sound basis, on a re-
payable basis. This is the signal they
are looking for.

Mr. PICKLE. Mr. Chairman, I yield 2
minutes to the gentleman from New York
Mr. PHCE).

Mr. PIKE. Mr. Chairman. I do not
honestly ththk that we have lost touch
with the American people here, and I
honestly do not think that those who
support this amendment, as I do, are
fiscally Irresponsible. We know that what
the American people want most of all
are increased benefits, and they want
lower taxes. We can give them these
things so fast it would make your head
spin. Can you thiagine the terror that
would strike all our hearts if in the mid-
dle of a political campaign we were called
upon to come back to Washington to
make sure that the old people got their
checks? We would get down here so fast,
and we would do that so rapidly and
with such joy, with the whole thought
that this is some terror to hold over the
older people in America. My Lord, we
would like that opportunity in the middle
of a political campaign, to come down
here and vote to help the old people.

The real Issue here is, is social security
going to be an insurance program, or is
it going to be a welfare program? And
when we start dipping into the Federal
Treasury to make the payments to the
social security people, it has become a
welfare program. If we are going to go
that route, for heaven's sake, let us come
back here, recognize the route we are
going, and vote to do it.

I personally would vote, and in that
instance we might at least consider freez-
ing the basic benefits instead of raising
the taxes one more time, but at least
let us do it through the front door.

I hope the amendment is adopted.
Mr. CONABLE. Mr. Chairman, will the

gentleman yield?
Mr. PIKE. I yield to the gentleman

from New York (Mr. CONABLE).
Mr. CONABLE. Mr. Chairman, I ap-

plaud the gentleman's statement. I ththk
what we are doing here is in effect a
subterfuge, and I deeply regret it.

Mr. PICKLE. Mr. Chairman, I yield
2 minutes to the gentleman from Louisi-
ana (Mr. WAGGONNER).

(Mr. WAGOONNER asked and was
given permission to revise and extend his
remarIs.)

Mr. WAGGONNER. Mr. Chairman, I
ha.d not planned to speak on this amend-
ment even though I support it without
reservation, but I speak now because I
take seriously andresent very much the
recent statement by the gentleman from
Arkansas (Mr. TUCKER) that anyone who
supported this amendment was irrespon-
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sible, that it was Irresponsible to do it.
There are some of us who just happen to
believe that this is not the way to finance
social security, and we do it in good faith.

The choice is ours to do as we will.
There are only three ways we can finance
increased costs of social security: By in-
creasing the tax rate, by increasing the
wage base which is taxed, or by Treasury
financing. We can get Treasury flnacing
by direct contribution or by borrowing.
We can get it any way we want.

There are some of us who believe, and
everybody said in the committee, this
authority was not going to be needed. If
it Is not, why should we include it in this
bill? I ththk we ought to support this
amendment. It is not an Irresponsible
vote. If we believe in financing social
security as we always have, we will cast
a responsible vote by voting our con-
science. But vote your conscience and
you will cast a responsible vote.

Mr. PICKLE. Mr. Chairman, the social
security program is an insurance pro-
gram. Employers and employees have
paid i1to it evenly. They have run their
own system. If we go to the general
Treasury, we destroy the discipline of the
system. Can Members imagine what Con-
gress would do if all we had to do was
to pay from the Treasury extra benefits?
I think we can understand there may be
no control on it.

If we get to a point where the ratio is
so low, then this Congress would be called
back into session and we would debate
the issue in full body and come up with
the right answer. It is best to do it that
way. Then we cannot come through the
back door and put this formula in and
say we have taken the easy way. The
responsible way is to knock this borrow-
ing authority out. It will not weaken the
bill and it will give confidence to the
American people that this is a program
for employees and employers and they
can run their own program.

I therefore ask the Members to vote
"aye" on this amendment.

Mr. ALEXANDER. Mr. Chairman, I
rise in support of the Pickle amendment
to H.R. 9348, the Social Security Financ-
ing Amendments• of 1977. This amend-
ment, which will strkke the standby au-
thority for the social security retirement
and disability funds to, borrow money
from the General Treasury, speaks to
the central Issue in the bill before us
today.

I oppose such standby borrowing au-
thority because the prniary need for the
social security system is solvency. To rely
upon loans from the Treasury to achieve
a sound system Is at best temporary and
does not provide a permanent solution to
combat the imminent bankruptcy of the
Social Security Administration.

I share the view of my colleague from
Texas that there could be no clearer
signal to the American people that the
social security system is going down the
drain than to have it bailed out in this
manner by general revenues.

I urge adoption of the Pickle amend-
ment.

Mrs. HECKLER. Mr. Chairman. I
would like to speak in favor of the
amendment offered by my distinguished
colleague from Texas (Mr. PICKLE). Al-
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Lott
Lu Jan
McClory
McDonald
McEwen
McKlnDey
Madigan
Mahon
Mann
Marlenee
Marriott
Martin
Michel
Milford
Miller, Ohio
Mitchell, N.Y.
Montgomery
Moore
Moorhead,

Calif.
Murphy. Dl.
Myers. John
Nichols
Nowak
O'Brien
Panetta
Pettia
pickle
Pike
Poage
Pressler
Pritchard
Quayle
Quie
.Quillen
Ralleback
Regida
Rhodes
Roberts
Robinson
Rogers
Rousselot
Rudd
Runnels
Ruppe

NOES—221

Addabbo Dodd
Akaka Downey
Allen Driiian
Arnbro Duncan. Ores.
Arnmerfnan Early
Anderson. Eckhardt

Calif. Edgar
.&nnjnzio Edwards Calif.
Applegate Eilberg
Aspin English
Badlilo te1
Beldus Evans, Cob.
Barnard Evans, 03.
Baucus Fary
Beard, H.!. Fascell
B.defl Fnwtck
Beilenson Fisher
Benjamin Pithian
BeEI1 Plippo
Biaggi Flood
Blngham Flo?io
ElanchaJ'd Foley
Blouin Ford, Mich.
Boland Ford, TenD.
Bonlor Fowl.?
Brademas Oaydoa
Brinkley Oephardt
Brodhead Gialmo
Brooks oilman
BrOwn, Calif. Ginn
Buchanan Glickmen
Burke Calif. Gore
Burke, Mass, Henley
Burlison, 110. Hannaford
Burton, John Rarkin
Burton, Phillip Harrthgton
Carney Harris
Cerr Harsha
Carter Hawkins
Cavanaugh Heftel
ChiaboIm Holland
Clay HOltzman
Collins, Ill. Horton
COnte howard
Conyers Hubbard
Corman Johnson, Calif.
Cornell Jones, Tenn.
Cornwell Jordan
D'Amours Kastenmeter
Danielson Keys
Delaney Kildee
Dellums Kostmayer
Dent Krebs
Derwinaki Krueger
Dicka Le Fante
Diggs Lederer
Dingell Leggett

October 26, 19'7
Sick dail
Slack tlln;an
Smith. lost Van Deer:n
Solarz Vanik
Spellmar. Vento
St German Walgren
Staggers Watkins
Stark Wassnar,
Steed Veaver
Steers Weiss
Stokes Wilson, C. H.
Stratton Wirth
Studds Wolff
Thompson Vates
Traxler Young. Mo.
Tsongas Zablocki
Tucker Zeferetti

NOT VOTINO—17
000dling Stockinan
Heckler Teague
Holt Whalen
Koch Wilson, Bob
McHugh Wright
Perkins

The Clerk announced the following
pairs:

Mr. Teague for, with Mr FraSer against.
Mr. Del Clawson for, with Mr. McHugh

against.
Mr. Dickinson for. with Mr. Ashley against.
Ms. Holt for, with Mr. Whaen against.
Mr. DAVIS changed his vote from "no"

to "aye."
So the amendment was rejected.
The result of the vote was announced

as above recorded.
AME?DMENT O5'FERED 5? StR. CORMAN

Mr. CORMAN. Mr. Chairman, I otTer
an amendment.

The Clerk read as follows:
Amendment offered by Mr. C0aMAN: Page

133, strIke out nay be lees" In line 13 and
all that follows down through page 134, line
2, and insert in lieu thereof the following:
"may be less than an amount equal to $11.50
multiplied by the indIvidual's years of cov-
erage in excess of 10. or the Increased amount
determined for purposes of this clause un-
der subsection (I) ".

Page 134, line 3, strIke Out "clause ci)
(U)" and Insert In lieu thereof clause (I)

Page 137, line 18, strike out "subparagrah
(C) (I) (11)" and Insert In lieu thereof sub-
paragraphs (C)(I)".

Page 138, -lInes 1 and 2, strike out 'sub-
paragraph (C)(I) (U)" 'and Insert in lieu
thereof "subparagraph (C) (I) ".

Page 130, line 6, strIke Out "and (II)" and
Insert In lieu thereof the following: ", (XI)
there shall be ifo statutory minimum pri-
mary insurance amount as otherwise set
forth on the first line of column IV of that
table, and for purposes of. determining pri-
mary Insurance amounts below the amount
80 set forth the Secretary shall extend col-
umns U, XIX, IV, and V of the table back-
ward to zero by the Insertion of additional
flguree on lines ahead of the first line there-
in, and (UI)".

Page 149, lines 14 and 15, strike Out "sec-
tion 215(e) (1) (C) (I) (U)" and Insert in lieu
thereof "subsection (a)(l)(C) (I)'.

Page 151. line 5, strike out "subparagraph
(C)(I) (II)" and insert in lieu thereof 'sub-
paragraph (C)(I)".

Page 152, line 6, strike out 'subparagraph
(C) (I) (U)" and insert in lieu thereof "sub-
paragraph (C) (I)".

Page 152; lines 8 and 9. strIke out "such
subparagraph (C) (i) (U)" and insert in lieu
thereof "such subporagraph (C) (i) ".

Page 152. strIke Out lines 5 through 2] and
insert in lieu thereof the following:

Ssc. 204. (a)(1) Section 202cm) of the Sc-
cial Security Act is repealed.

(2) SectIon 202(k) (2) (A) of such Act Is
amended by striking Out "or subsectinn
(m)".

(8) SectIon 227(b) of such Act Is amended
by striking Out "(and secvion 202(m))".

Richmoa €1
Rinaldo
Risenhooer
Rod mo
Roe
Roncallo
Rooney
Rose
Rosentha
Rostenkowsk
Roybal
Ryan
Scheuer
Schroeder
Seiberling
Shipley
Simon

Ashley
BoIling
ClawsOn. Del
Dickinson
Erlenborn
Fraser

Puqua
Gammage
Gibbons
Goldwater
Gonzalez
Oradison
Orassley
Oudger
Guyer
Hagedorn
Hall
Hamilton
Hammer—

schmidt
Hansen
Hefner
Hightower
Hillis
Hollenbeck
Huckaby
Hughes
Hyde
Ichord
Ireland
Jacobs
Jeff ords
Jenkins
Jenrette
Johnson. Cob.
Jones, N.C.
Jones, Okia.
Kasten
Karen
Kelly
Kemp
Ketchwn
Kindness
LsPalce
Lagomarsino
Latta
Leach
Lent
Livingston
Uoyd, Ter.n.
Long. La.

though I understand the committee's
concern about the financial problems of
the social security system, I do not be-
lieve this is the best method of Insuring
its financial stability,

The social security system was set up
as a trust fund and It must stay a trust
fund in order to maintain Its Integrity.
It was designed as a system whereby
individuals could contribute over the
years of their working lives and would
then earn benefits when they reached
retirement.

Social security Is not welfare; it is an
earned right. Bringing social security
Into the process of appropriations from
the General Treasury would remove from
the syStem that dignity, that Integrity,
which has made It so great a success.

If we vote to allow standby borrowing
for social security, we will set a precedent
for using general revenues to finance so-
cial security and I believe that is a baLl
precedent to set. It would, I emphasize,
make social security indistinguishable
from welfare. And It would make it very
tempting for Congress to dip deeper and
deeper into the Federal Treasury to fi-
nance the social security system. I be-
lieve that would be a fatal mistake.

Even though we are merely voting on
standby authority, and there are those
who argue that that authority will not
be used, I believe the chances are It will
be used and that It will lead to general
revenue financing of social security.

I must express my opposition to that
concept and therefore my support for
the amendment offered by my distin-
guished colleague from Texas (Mr.
PIcKI.s). I would urge nay colleagues to
vote for this amendment and to defeat
the proposition that the social security
trust fund should not still be held in
trust I believe It must be held in trust
and not comingled with the general rev-
enues Of the Federal Treasury,

The CHAIRMAN. The question Is on
the amendment offered by the gentleman
from Texas (Mr. Picicz.z).

The question was taken: and the
Chairman announced that the ayes ap-
peared to have It.

encoasm von
Mr. ULLMAN. Mr. Chairman, I de-

mand a recorded vote.
A recorded vote was ordered.
The vote was taken by electronic de-

vice, and there were—ayes 196, noes 221,
not voting 17, as follows:

[Roll No. 700)

Russo
Santini
Snrssin
SatterSeid
Sawyer
Schuize
Sebelius
Sharp
Shuster
Sikes
Skelton
Skubitz
Smith, Nebr.
Snyder
Spence
Stangeland
Stanton
Stelger
Stump
Symms
Taylor
Thone
Thornton
Treen
7rible
Vander Jagt
Volkmer
Waggonner
Walker
Walsh
Wasnpler
White
Whitehurst
Whitley
Whitten
Wiggins
Wilson, Tex.
Winn
Wydller
Wylie
Yatron
Young, Alaska
Young, Fla.
Young. Tex.

Lehman
IAvitas
Lloyd, Calif.
Long. Md.
Luken
Lundine
Uccioskey
McCormack
McDade
McFa1l
McKay
Magulre
Markey
Marks
Mathla
Mattox
MazzOli
Meeds
Metca,tfe
Meyner
Mlkulaki
Mikva
Miller, Calif.
Mineta
Minish
Mitchell, Md.
Moakley
Moffett
Mollobsn
Moorhead, Pa.
Moss
Motel
Murphy. NY.
Murphy, Pa.
Murtha
Myers, Gary
Myers, Michael
Natcher
Neal
Nedzi
Nix
Nolan
Oakar
Oberstar
Obey
Ottinger
Patten
Patterson
PattIson
Pease
Pepper
Preyer
Price
Pursell
Rallall
Rangel
Reuse

Abdnor
Alexander
Anderson, Ill.
Andrews, N,C.
Andrews,

N. Dak.
Archer
Armstrong
Mhbrook
AuCoin
Badhem
BaSal is
Bauman
Beard, Tenn,
Bennett
Bogge
Boliker
Bowen
Breaux
Brecklaridge
Thoomfleld
Brown, Web,

AY—198
Brown. Ohio
Broyhul
Burgener
Burke, Fla,
Burleson, Tex.
Butler
Byron
Caputo
Cedeiberg
Chappell
Clausen,

Don H.
Cleveland
Cochran
Cohen
Coleman
Collins, Tex.
Conable
Corcoran
Cotter
Obughlin
Crane

Cunningham
Daniel, Dan
Daniel, H. W.
Davis
dola Oarzs
Derrick
Devine
Dornan
Duncan, Tenn.
Edwards, Ala.
EdwardS, OkIa.
Borery
Evans, Del.
Evans, md.
Flndley
Fish
Flowers
Flynt
Forsythe
Fountain
Prenzel
Prey
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Page 183 line 2. s1ke out 'edLt0fl 215(5)

(1)(C)(i)(U)" and Insert in lieu thereof
"section 215 (a) (1) (C) (I) ,

Page 163. Un. 4, strIke out "escttofl 215(s)
(1) (C) (1) (U)" and Insert in lieu thereof
"section 215(a)(1)(C)(i).

Page 184, strIke out lInes 1 through 17 and
insert in lieu thereof the following:

"(2) Any such agreement may provide
that an individual who Is entitled to cash
benefits under this title shall, notwithstand-
ing the provisions of section 202(t), receive
such benefits while he resides in a foreign
country which is a party to such agreement

Page 120, strIke out lInes 2 through 4 (as
previously amended), end Insert in Uei
thereof the following: '5.5O percent;

'(5) wIth respect to wages received during
the calendar years 1990 through 1999, the
rats shall be 6.05 percent; and

"(6) wIth respect to wages received after
December 31, 1999k the rate shall be 6.10
percent.".

Page 120, strIke out lines 20 through 22 (as
previously amended) and insert in lieu
thereof the following: "6.50 percent;

"(5) with respect to wages paid during the
calendar years 190 through 1999, the rate
shall be 6.05 percent; and

"(6) wIth respect to wages paid after De
cember 31, 1999, the rate shall be 6.10 per-
cent.'.

Page 121, line 18, strike out the figure im-
mediately precedIng "percent" (as previously
amended) and insert in lieu thereof "5.26".

Page 121, line 19, strIke out "and".
Page 121, strike out lines 20 through 25 (as

previously amended) and insert in lieu
thereof the following:

"(5) In the case of any taXable year be-
ginning after December 31, 1989, and before
January 1, 2000, the tax shall be equal to
9.05 percent of the amount of the self-em-
ployment Income for such taxable year, sn4

(6) in the case of any taxable year be-
ginning after December 31, 1999, the tax
shall be equal to 9.15 percent of the amount
of the self-employment income for such tax-
able year.",

Mr. CORMAN (during the reading).
Mr. Chairman, I ask unanimous consent
that the amendment be considered as
read and printed In the Racolu).

The CHAIRMAN. Is there objection to
the request of the gentleman from Cali-
fornia?

There was no objection.
The CHAIRMAN. Under the rule, the

gentleman from California (Mr. Coar.wi)
will be recognized for 15 mInutes In sup-
port of his amendment, and the gentle-
man from Oregon (Mr. ULLM&N) will be
recognized for 15 minutes In opposition
to the amendmen.t.

The Chair recognizes the gentleman
from California (Mr. Cons&azi).

Mr. CORMAN. Mr. Chairman, I rise
In support of this amendment and urge
its adoption because of the deletion of
universal coverage from this bill.

The amendment repeals the minimum
social security cash benefits for new
beneficiaries after 1978.

This amendment will save the social
security program about *2.3 bIllion In 8
years, 1979 to 1984, and wifi permit a re-
duction .jn social security payroll tax of
0.05 percent for the worker and 0.05 per
cent for the employer for a 15-year
period from 1985 to 1999.

More than the dollar savings In-
volved, this amendment restores a meas-
ure of the social Insurance principle of
relating benefits to contributions,

Under present law, a waster with an
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yerage monthly wage of $76 or less
receives a minimum benefit of $11430.
This benefit amount ranges from about
150 percent for a worker with an aver-
age monthly wage of $76 to 2,850 per-
cent for the lowest average monthly
earnings possible. In other words, the
minimum benefits guarantees a benefi-
ciary with very low social security con-
tributions to receive a monthly cash
benefit far In excess of his or her aver-
age monthly wage.

This benefit is related to the Issue of
universal coverage because of the oppor-
tunity for public employees, who remain
outside the social security sj'stem, to
double-dip Into social security for this
windfall benefit on top of their public
pension.

As of December 1975, 45 percent of
civil service annultants were also re-.
ceiving social security benefits with more
than a quarter of whom were receiving
the windfall minimum benefit. This does
not include State and local government
employees who are receiving the mini-
mum under dual retirement benefits. In
addition, the social security m1nhium
benefit goes to public employees and
their dependents under disability and
survivors coverage.

The minimum benefit is Increasingly
criticized as a welfare provision which
was needed previously In the absence of
alternative income maintenance bene-
fits, Since social security began, a wide
variety of Income maintenance pro-
grams have been established to address
these needs and further Improvements
will be forthcoming. A reappraisal Is
needed of the minimum benefit in the
changed world.

The minimum benefit Is categorized by
some as a welfare benefit because It Is
paid to people with marginal labor-f orce
attachment. More than 75 percent of all
workers who became entitled to the mm-
Ilnum In 1970 had 9 years or less In cov-
ered employment since 1950, and only
about 20 percent had earned over $1,800
in any year since 1950.

This amendment wifi not affect low-
paid workers who have regularly contrib-
uted to social security. For example, a
worker retiring thIs year after having
only earned the prevailing Federal min-
imum wage each year under social secu-
rity would receive a benefit of $233.50,
more than twice the social security min-
imum benefit.

Furthermore, this amendment does not
affect the special minimum benefit which
is paid to workers who have long time
social security coverage but at low wages.
The special minimum compensates these
workers by providing an alternative
method of computing benefits based on
the number of years of their covered
employment.

,H.R. 9346, as reported, Inadequately
.adsom the need to eliminate the min-
imum benefit by freezing It at Its June
1078 amount of about $120.80. This
amendment reflects serious concern
about prolonging the minimum benefit.

Under the amendment, new social se-
curity beneficiaries after 1978 would have
their benefits computed on the basis of
their covered wages with no minimum
benefit amount. This amendment would
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not affect people entitled to a social se-
curity m1nhum benefit before 1979. Of
course, all be'neficlarles—present and f u-
ture—would receive the full benefit of
future social security cost-of-living in-
creases.

One of the major advances of HR.
9348 Is to "decouple" future social se-
curity benefits. For the first 10 years un-
der decoupllflg—1979 to 1988—there Is
a transitional period during which. a new
beneficiary would have his or her benefit
computed under either the new "decou-
pled" formula or the June 1918 benefit
table. The effect of this transitional pro-
gram and the committee's recommended
freeze of the nilninaum benefit Is that the
minimum benefit of about $120.80 would
continue to be paid unless a beneficiary
had a higher benefit computation under
the "decoupled" formula, After 1988, new
beneficiaries would have their benefits
computed under the "decoupled" for-
mula with $120.80 still as the minimum.

The amendment would repeal the min-
imum benefit by entitling new bene-
ficiaries to the higher of that benefit
based on an expanded June 1978 benefit
table or the "decoupled" formula. The
1978 benefit table would be expanded bX
applying the ratio of benefits to wages
for all average monthly wage amounts
of $76 or less. After the 10-year transi-
tion, benefits would be based solely on
the "decoupled" formula.

To Illustrate the mechanics of this
expanded benefit table, It Is necessary
to explain that the first step of the social
security benefit computations is a per-
centage of the first $110 in average
monthly wages with a minimum bene-
fit floor. For example, after the cost-of-
living Increase expected in June 1978,
the first step of the social security for-
mula wifi be more than 150 percent of
the first $110 In average monthly wages
with the minimum of $120.80. Thus, If
the first step of the June 1978 benefit
formula was actually 150 percent of the
first $110, the benefit table would be ex-
panded to show a worker with an aver-
age monthly wage of $110 would be eli-
gible for a benefit of $165, a worker with
a lower covered wage of $70 could receive
a proportional, but smaller benefit of
$105, and a $50-a-month worker at $75,

Again the worker could receive a
higher benefit on the basis of the "de-
coupled" formula during the transition
period.

Mr. JACOBS. Mr. Chairman, will the
gentleman yield?

Mr. CORMAN. I yield to the gentle-
man from Indiana.

Mr. JACOBS. Mr. Chairman, I wish to
commend the gentleman for offering this
amendment.

Actually If we believe in anything in
this country, we ought to believe that we
should be against unjust enrichment.
What we have here Is an opportunity to
correct a problem in which a lot of peo-
ple in effect rob the poor box and get
benefits that were never Intended.

Mr. Chairman, the gentleman from
California (Mr. Ccasw) Is right on tar-
get in offering his amendment, and I
hope It Is agreed to.

Mr. VLLMAN. Mr. Chairman, I yield
myself such time as I may consume.
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Mr. Chairman, it Is my hope that we

can dispose of the debate on this amend-
ment very rapidly. This will be the final
amendment offered this evening. After
we consider this amendment, we will go
over until tomorrow morning.

Let us make sure, Mr. Chairman, of
what we are doing here. What we are
doing is taking that $114 floor and deny-
ing It to certain individuals. It might be
an agricultural worker; It might be a
domestic. It is somebody who has worked
In and out of the work force for a nuin-
ber of years; it could very well be some-
one who relies completely on this for a
living. We are saying that that person,
In place of getting $114, would get the
actuarial rate, which may be $15, it may
be $40, it may be $50. That is very harsh
treatment.

Let me say to the Members of the Com-
mittee that we have frozen that mini-
mum. It will be phased out over a period
of 10 years or so. That is the right way to
approach the problem.

We faced up to the problem in the
committee bill, but to adopt the Corman
amendment and eliminate that minimum
would be harsh treatment of many, many
hundred of thousands of Americans who
have gotten into the social security sys-
tem because they have been In and out
of the work force. We are talking about
agricultural workers, domestic workers,
and a lot of fringe people who need that
minimum.

Mr. Chairman, I urge the Members to
oppose this amendment.

Mr. CONABLE. Mr. Chairman, will the
gentleman yield?

Mr. cORMAN. I yield to the gentleman
from New York.

Mr. CONABLE. Mr. Chairman, in fact,
these people who participate in the mini-
mum because they have paid in only a
small amount are poor people. They
should be supported by all taxpayers, not
just those taxpayers who work. They
should be supported through a welfare
system such as the SSI system, conso-
nant with their dignities as human
beings.

This should be handled as SSI has been
handled during recent years. It is a bad
Idea to put the load on social security and
provide a welfare payment of this sort.

Mr. Chairman, I commend the gentle-
man from California (Mr. CoR1cAr) for
offering this amendment. The payment
of SSI should help the social security
system. The gentleman's amendment will
make this help effective, because it will
mean that we no longer are paying sub-
stantially above the actuarial base -for
those who have paid in Only a slight
amount, and at the same time we are
protecting those people who are in fact
poor.

Mr. KETCHUM. Mr. Chairman, will
the gentleman yield?

Mr. CORMAN. I yield to the gentleman
from California.

(Mr. KETCHtJM asked and was given
permission to revise and extend his re-
marks.)

Mr. KETCHUM. Mr. Chairman, I
thank the gentleman for yielding.

I rise in support of the amendment of-
fered by the gentleman from California
(Mr. Contai).

I think we have to bear In mind that
we are not talking about the minimum
special benefit which was set aside for
individuals who have very low earnings
over a long period of time. What the
gentleman from California is addressing
now is the ripoff that we were talking
about prior to our acceptance of the
Fisher amendment. This amendment
will absolutely knock out that nonsense.

As the gentleman from New York (Mr.
CoNaLE) has correctly pointed out, this
is not going to hurt the individual who Is
"in and out of the system," because we
have over the years devised benefits
through the supplemental security in-
come system which takes care of those
people, and rightly so.

Mr. Chairman, I urge the Members to
adopt the Corman amendment. This
puts the plug in on these individuals who
are riding a gravy train. They should be
called welfare recipients, because that is
what they are.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. CORMAN. I yield to the chairman
-of the subcommittee.

Mr. BURKE of Massachusetts. Mr.
Chairman, I am sorry that I must rise
in opposition to the amendment offered
by my good friend, the gentleman from
California (Mr. CORMAN). The trouble
with this ameiidment is that the gentle-
man is trying to throw the baby out with
the bath water. He is trying to correct
a situation that should be corrected. But
the situation should not be corrected in
this way, because the gentleman is try-
ing to take care of those people who are
double-dipping but not to take care of
those people who would be hurt by this
amendment.

There are thousands of other people
who depend upon these checks and who
have too much respect to apply for wel-
fare. The only income they have is that
minimum check, and they would rather
starve to death than go down to the
welfare office and apply for welfare.

They are people who have worked all
through their lifetimes, but they have
just not earned enough to gain enough
payment benefits to survive.

I say to the gentleman that I think
he should withdraw this amendment, be-
cause eventually the situation is going
to take care of itself anyway. It is going
to work itself out every year, because
more people get eliminated by it every
year. To do it in this way would put a
hardship on the American people who
have worked all during their lifetimes
but did not earn enough to qualify for
the proper payments.

Mr. CORMAN. Mr. Chairman, I will
only point out that this amendment does
not affect anybody who qualifies with
10 years of employment. It does not af-
fect anybody Who needs the money.

Mr. Chairman, I urge an aye vote, and
I yield back the balance of my time.

Mr. ULLMAN. Mr. Chairman, I yield
3 minutes to the gentleman, from Illinois
(Mr. MDCvA).

Mr. MIKVA. Mr. Chairman and mem-
bers of the committee, I reluctantly op-
pose this amendment. We did not dis-
cuss it in subcommittee. There were no
hearings on It, but I will bet that no
Members got any letters from anybody

against this amendment. I will bet that
no Members got any letters at all about
the problem that is involved here be-
cause the agricultural workers do not
write lots of letters. The domestic work-
ers do not write jots of letters. The peo-
ple who are on that borderline, for whom
this minimum benefit was first put into
the law, are not the kind we are going
to hear from. This Is a free vote. We
could vote for this amendment, and we
will not catch any heat back home.

However, we ought to think about the
people whom my colleague, the gentle-
man from Massachusetts (Mr. BURKE),
talked about, people who think they have
earned that social security check and
who will not go into a welfare office to
collect the same money. If they do go in,
then there is no saving here. We have
not saved any money on this, but what
we have done is that we have said that
we were going to clean up the system.

Mr. Chairman, there are hundreds of
thousands of people in the pipeline, some
of them within a quarter of eligibility.
We are telling them right now, "Forget
about the minimum benefit. That is the
end of It. Get welfare."

Mr. Chairman, that is wrong. I want to
get the double-dippers. That is why I
stood with 36 other Members, so we could
get the double-dippers. We should, but
this does not get at the double-dippers
unless we are talking about some do-
mestic worker or some agricultural
worker who has never earned enough
under the minimum benefit which we
provided in the law. If that person is a
double-dipper, then vote for the amend-
ment. Otherwise, even though there is
not any lobbying at this time, we ought
to vote "no."

Mr. GEPHARDT. Mr. Chairman, will
the gentleman yield?

Mr. MTIçVA. I yield to the gentleman
from Missouri.

Mr. GEPHARDT. Mr. Chairman, may
I ask the gentleman this question: This
amendment would be better if it were
included in a welfare reform bill so that
we could look at the whole picture, have
hearings, and understand what we are
doing; is that correct?

Mr. MIKVA. Absolutely. We know
there are a lot of people whom my good
friend, the gentleman from California
(Mr. CORMAN), does not want to hurt,
but I think they will be hurt by this
amendment.

Mr. PICKLE. Mr. Chairman, will the
gentleman yield?

Mr. MIEVA. I yield to the gentleman
from Texas.

Mr. PICKLE. Mr. Chairman, this is a
problem which we ought to recognize,
but I think the committee took the re-
sponsible approach by freezing the min-
imum and then phasing it out over a pe-
riod of time. We may have to come to the
point the gentleman from California is
trying to get to because the intent of his
amendment is good, but I really think
it may be too harsh an approach.

The committee has tried to deal re-
sponsibly by freezing it and then grad-
ually phasing it out.

Mr. ULLMAN. Mr. Chairman, I urge
a vote against the amendment and yield
back the balance of my time.
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The CHAiRMAN. The question Is on

the amendment offered by the gentleman
from California (Mr. COnsuic).

The question was taken; and the
Chairman announced that the noes ap-
peared to have it.

BZCOROZD VOTE

Mr. KETCHUM. Mr. Chairman. I de-
mand a recorded vote.

A recorded vote was ordered.
The vote was taken by electronic de-

vice, and there were—ayes 131. noes 271,
not voting 32, as follows:

iRoll No. 7011
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atlons, to increase the earnings limita-
tion, to eliminate certain gender-based
distinctions and provide for a study of
proposals to eliminate dependency and
sex discrimination from the social se-
curity program, and for other purposes,
had come to no resolution thereon.

GENERAL LEAVE
Mr. ULLMAN. Mr. Speaker, I ask

unanimous consent that all Members
may have 5 legIslative days in which to
revise and extend their remarks on each
of the amendments to the bill just con-
sidpred.

The SPEAKER. Is there objection to
the request of the gentleman from Ore-
gon?

There was no objection.
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Hightower Moffett 8chroed
HUlls Molloban Schuize
Holland Montgomery B.beli
Eoltssnan Moorhead, P Selbeding
Eorn Motti 8bipley
Eowszd Murphy, B!. Bikes
Hubbard Murphy, N.Y. Simon
Huckaby Murphy, Pe.. Skelton
Hughes Myers, Oar? Bkubitz
Hyde Myers, John Slack
Jenkins Myers, Michael Smith, lows
Jenrette Natcher Solarz
Johnson. Calif. Neal SpeUm&fl
Jonee, N.C. Nedzi Spence
Jones, Tenn. Nichols St Oerinain
Jordan Nowak Staggers
Kasten O'Brien StantOn
Kastenmeier Oskar Stark
Kasezi Oberstar Steed
Kildee Obey Steers
Koetmayer Ottinger Steiger
Kreba Patten Stokes
Lagomarsino Patterson Stratton
Latta Pattison Studde
Le Paste Pepper Thompson
Leach Pettis Thornton
Lederer Pickle Traxier
Leggett Pressler Teongas
Lehman Preyer Tucker
Levitas Price Udall
Lloyd, Tenn. Pursell Ullman
long, La. Qusyle Vander Jagt
Lujan Quillen vanik
Lundine RahAil Vento
McClory Railaback Waigren
McCormack Rangel Walsh
MCFall Reuse Wampler
McKinney Richmond Watkins
Madigan R,lnaldo Weiss
Maguire Risenhoover White
Mahon Roberts WhitehurSt
Mann Boctino Whitley
Markey Roe whitten
Marks Rogers Wilson, C. H.
Marlenee RoncaliO Wilson, Tex.
Methis Rooney Winn
Mazzoll Rose Wlrth
Metc&lfe RostenkOWski Wolff
Mlkulski Roybal Wylie
Mikvs Runneis Yates
Mineta Ruppe Young, Mo.
Minish Russo Young. Tex.
Mitchell, Md. Santini Zabiocki
Mitchell. N.Y. Saasin
Moakiey Scheuer

NOT VOTING—32
Ashley Ford. Tenn. Perkins
Badlilo Fraser Ryan
Boiling Gialmo Stockman
Bonker Goodling Symms
BroomSeld Hansen Teague
Burton, Phillip Heckler Whien
Ciawson, Del Bolt Wilson. Bob
Dent Koch Wright
Dickinson McHugh Wydler
Digge Moss Young. Alaska
Erlenborn Nix

The Clerk announced the following
pairs:

On this vote:
Mr. Fraser for, with Mr. Ashley against.
Mr. Teague for, with Mr. Nix against.
So the amendment was rejected.
The result of the vote was announced

as above recorded.
Mr. VLLMAN. Mr. Chairman, I move

that the Committee do now rise.
The motion was agreed to.
Accordingly the Committee rose; and

the Speaker having resumed the chair,
Mr. EVANS of Colorado, Chairman of the
Committee of the Whole House on the
State of the Union, reported that that
Committee, having had under consider-
ation the bill (HR. 9346) to amend the
Social Security Act and the Internal Rev-
enue Code of 1954 to strengthen the fi-
nancing of the social security system,
to reduce the effect of wage and price
fluctuation on the system's benefit struc-
ture, to provide coverage under the sys-
tem for officers and employees of the
United States, of the State and local
g&vernnients, and of nonprofit organ!-

Addabbo
Ammerman
Anderson, Di.
Archer
Armstrong
AshbroOk
Aspin
AuCoin
Bedham
Befalls
Baucus
Bauman
Beard, Tenn.
Beilenson
Bennett
Blaggi
Blanchard
Bonlor
Bowen
Breaux
Brodhead
Brown. Mich.
Burgener
Burke, Calif.
Burleson, Tex.

Cleveland
Coleman
Collins, Tex.
onable
Oonyers
CoroOren
Corman
Crane
Cunningham
D'Amours
Daniel, Dan
Daniel, R. W.
Devine
Darnan
Duncan, Oreg.
Early
Edwards, Ala.
Edwards, Okia.
Ertel

Abdnor
Akaka
Alex*nder
Allen
Ambro
Anderson,

Calif.
Andrews, N.C.
Andrews,

N. Dak.
Annunzio
Applegate
Baldus
Bernard
Beard, RI.
Bedell
Benjamin
Bevill
Bingham
BlOuin
Bogga
Boland
Brademas
Breckinridge
Brinkley
Brooka
Brown, Calif.
Brown, Ohio
Broyhill
Buchanan
Burke, Fla.
Burke. Mass.
Burl [son, Mo.
Burton, John
Butler
Byron
Caputo

AYES—131
Fenwick
Fish
Fisher
Forsythe
Prenzel
Gibbons
Olickman
Oradison
Grassley
Ifagedorn
Hall
Hsmilton
Hemmer-

schmidt
Bollenbeck
Ichord
Ireland
Jacobe
Jeff orda
Johnson, 0010.
Jones. Okis.
Kelly
Kemp
Ketchum
Keys
Kindness
Krueger
LePalce
Lent
Livingston
Uoyd, Calif.
long, lid.
Lott
Luken
McCioskel
McDade
McDonald
McEwen
McKay
Marriott
Martin
Mattox
Meeds
Meyner
Michel

NOES—271
Carney
Carter
Cavanaugh
Cederberg
Chappell
ChisnoIm
Clausen.

Don H.
Clay
Cochran
Cohen
Collins. fli.
Conte
Cornell
Oornwell
Cotter
Coughlin
Danielson
Davis
de la Garas
Delaney
Dellums
Derrick
Derwlnski
Dicks
Dingefl
Dodd
Downey
Drinan
Duncan, Tenn.
F.ckhardt
Edgar
Edwards, Calif.
Eilberg
Emery
EngUsh
Evans, 0010.

Mtlford
Miller, Calif.
Miller, Ohio
Moore
Moorhead,

Calif.
Murtha
Nolan
Panetta
Pease
Pike
Poage
Pritchard
Quie
Regula
Rhodes
Robinson
Rosenthal
Rousselot
Rudd
Satt.rfleld
Sawyer
Sharp
Shuster
Stak
Smith. Nebr,
Snyder
Stangeland
Stump
Taylor
Thone
'Preen
Tribie
Van Deerlin
Volkmer
Waggonner
Walker
Waxman
Weaver
Wiggins
Yatron
Young, Fla.
Zeferetti

Evans, Del.
Evans, 0$.
Evans, md.
Fa.ry
Fascell
Findley
Fithien
hippo
Flood
FloriO
Flowers
Flynt
Foley
Ford, Mich.
Fountain
Fowler
Prey
Fuqua
Oammag•
Oaydos
Gephardt
Oilman
Oinn
Ooldwater
Gonzalez
Gore
Oudger
Ouyer
Manley
Hannaford
Harkin
Barrington
Harris
Harsha
Hawkina
Bet
Heftel
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The question was taken; and the
Speaker announced that the ayes ap-
peared to have It.

Mr. FRENZEL. Mr. Speaker, I object
to the vote on the ground that a quorum
Is not present and make the point of
order that a quorum Is not present.

The SPEAKER. Evidently a quorum Is
not present.

The Sergeant at Arms will notify ab-
sent Members.

The vote was taken by electronic de-
vice, and there were—yeas 405, nays 3,
not voting 26, as follows:

(Roll No. 7o3

Freuzel
Frey
Fuque
Oeanmage
Gaydos
GephaTdt
GiaiInO
Gibbons
GUman
Ginn
GUckflfl
Goldwater
Gonzalez
000dl Ing
Gore
Gradison
Grassley
Gudger
Guyer
Hagedorn
Hall
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Pursell
QualTie
Quie
Quwen
Rahali
RaUsback
Rangel
Regula
Reuse
Rhodes
Richmond
Rinaldo
Risenhoover
Robinson
Rodino
Roe
Rogers
Roncalio
Rooney
Rose
Rosenthal
Rostenkowskl
Rousselot
Roybai
Rudd
Runneis
Ruppe
Russo
Ryan
Santini
Sarasin
Satterfield
Sawyer
Schever
Schroeder
Schulze
Sebelius
Seberling
Sharp
Shipley
Shuster
Skes
Simon
S'sk
Skelton
Skubltz
Slack
Smith, Iowa
Smith. Nebr.
Snyder
Solerz
Spe' tman
Spence
St Germain
Staggers
Stangelind

NAYS—3
Lloyd, Call!. Mitcheil, Md. Wilson. Bob

NOT VOTING—26
AucOln Eckhardt Mcffueh
Badillo Flowerl Mad lgan
BedeU Hennaford Montromery
Boiling Hansen Roberts
Burton. John Harkin Stockinan
Clawson, Del Heckler Tearue
Conyers Ireand Vender Jagt
Dodd Koch Whalen
Duncan. Tenn. Krueger

So the motion was agreed to.
The result of the vote was announced

as above recorded.
IN THE CoMMrrrEE OF THE WHOLE

Accordingly the House resolved Itself
into the Committee of the Whole House
on the State of the Union for the further
consideration of the bill H.R. 9346, with
Mr. EVANS of Colorado In the chair.

The Clerk read the title of the bill.
The CHAIRMAN. When the Commit-

tee of the Whole rose on Wednesday,
October 26, 1977. all time for general de-
bate had expired. The first four amend-
ments made in order pursuant to House
Resolution 839 had been disposed of.

The Chair recognizes the gentleman
from Wisconsin (Mr. S'rEIGER).

Mr. STEIGER. Mr. Chairman, under
the rule an amendment to be offered by
myself was made in order. With the
adoption of the Fisher amendment.
however, it, is necessary for me to ask
unanimous consent at this point to offer

Mel
Meeda
Metealfe
Meyner
Michel
Mikulaki
Mikva
Milford
Miller, Calif.
Miller. Ohio
Mneta
Mintah
Mitchell, N.Y.
Moakley
Moffett
Moliohan
Moore
Moorhead,

Calif.
Moorhead. Pa.
Moss
Mottl
Murphy. fll.
Murphy, N.Y.
Murphy. Pa.
Murtha
Myers. Gary
Myers, Jchn
Myers, Michael
Natcher
Neal
Nedzl
Nichols
Nix
Nolan
Nowak
O'Brien
Oakar
Oberstar
Obey
Ottinger
Panetta
Fatten
Patterson
Pattison
Pease
Pepper
Perkins
Pettls
Pickle
Pike
Peage
Presser
Preyer
PrIce
Pritchard

Stanton
Stark
Steed
Steers
Steiger
Stokes
Stratton
Studds
Stump
Symms
Taylor
Thompson
Thone
Thornton
Traxier
'Preen
Trible
Tsonges
Tucker
Udall
Vilman
Van Deerlin
Vanik
VentoVoler
Wageonner
Walgren
Walker
Walsh
Wample?
Watklfla
Wevman
Weaver
Weiss
White
Whitehuret
Whitley
Whitten
Wiggins
Wilson, C. H.
Wilson, Tex.
Winn
Wirth
Wolff
Wright
Wvdler
Wylie
Yates
Yatron
Youns. Alaska
Young. Fia.
Young, Mo.
Young. Tex.
7ab'ocki
Zeferetti
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SOCIAL SECURITY FINANCING
AMENDMENTS OF 1977

Mr. ULLMAN. Mr. Speaker, I move
that the House resolve Itself into the
Committee of the Whole House on the
State of the Union for the further con-
sideration of the bill (H.R. 9346) to
amend the Social Security Act and the
Internal Revenue Code of 1954 to
strengthen the financing of the social
security system, to reduce the effect of
wage and price fluctuation on the sys-
tem's benefit structure, to provide cover-
age under the system for officers and em-
ployees of the United States, of the State
and local governments, and of nonprofit
organizations, to increase the earnings
limitation, to eliminate certain gender-
based distinctions and provide for a study
of proposals to eliminate dependency and
sex discrimination from the social secu-
rity program, and for other purposes.

The SPEAKER. The question Is on the
motion offered by the gentleman from
Oregon (Mr. ULLMAN).

YEAS—406
Abdnor orcoran
Addabbo Corman
Akaka Cornell
Alexander Corqwell
Allen Cotter
Ambro Coughlin
Ammerman Crane
Anderson, Cunningham

Call!. D'Amours
Anderson, UI. Daniel, Dan
Ancirews, N.C. Daniel, R. W.
Andrews, Danielson

N. Dak. Davis
Annunzio deaOerra
Applegate Delaney
Archer Dellums
Armstrong Dent
Ashbrook Derrick
Ashley Derwinaki
Aspln Devine
Badham Dickinson
Bafalls Dicks
Baldus Diggs
Barnard Dingell
Baucus Dornan
Bauman Downey
Beard. RI. Drinan
Beard, l'enn. Duncan, Greg.
Beilenson Early
Benjamin Edger
Bennett Edwards, Ala.
Bevill Edwards, Calif.
Bleggi Edwards, Okia.
Bingham Ellberg
Blanchard Emery
Blouln English
Boggs Erlenborn
Boland Ertel
Bonior Evans, Cob.
Bonker Evans, Del.
Bowen Evans. Ga.
Brademas Evans, md.
Breaux Fury
Breck.lnridge Fsscell
Brink'ey Fenwick
Brodhead Findley
Brooks Fish
Bsoomfleld Fisher
Brown, Calif. Fitbian
Brown, Mich. Flippo
Brown, Ohio Flood
Broyhill Florlo
Buchanan Flynt
Burgener Foley
Burke. Calif. Ford. Mich.
Burke, Pie. Ford. Tenn,
Burke, Mass. Forsythe
Burleson, Tex. Fountain
Burlison, Mo. Fowbet'
Burton, Phillip Fraser
Butler
Byron
Caputo
Carney
Carr
Carter
Cavanaugh
Cecierberg
Chapp€ll
ChishoIm
Clausen,

Don H.
Clay
Cleveland
Cochran
Cohen
Coleman
Collins. Ui.
Collins, Tex.
onable
Oiite

Hamilton
Rammer—

schmidt
Hanley
Barrington
Harris
Harsha
Hawkins
Hefner
Ref tel
Hightower
Hulls
Holland
Hollenbeck
Holt
Holtzmen
Horton
Howard
Hubbard
Huckaby
Hughes
Hyde
Ichord
Jacobs
Jeffords
Jenkins
Jenrette
Johnson, Calif.
Johnson, Cob.
Jones. N.C.
Jones, Okia.
Jones. Tenn.
Jordan
Kasten
Kastenmeier
Karen
Kelly
Kemp
Ketchum
Keys
Kildee
Kindness
Kostmayer
Krebs
LaFalce
Laomarslno
Lotte
Le Fante
Leach
Lederer
Leggett
Lehman
Lent
Levitas
Livingston
Lloyd. Tenn.
Long, La.
Long. Md.
I,ott
Lulan
Luken
Lundlne
McCIOrY
McCoskey
M000rmack
MeDede
McDonald
McEwen
McFall
McKay
McKinney
Maguire
Mahon
Mann
Markey
Marks
Marlenee
Marriott
Martin
Mathis
Ma'ttox
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a revised amendment to reflect the adop-
tion of the Fisher amendment.

Mr. Chairman, I ask unanimous con-
sent to do so.

The CHAIRMAN. Is there objection to
the request of the gentleman from Wis-
consin?

Mr. BAUMAN. Mr. Chairman, reserv-
ing the right to object, yesterday when
this rule was debated the gentleman from
Maryland opposed it, as did a numberof
other Members of the House. I think, as
a matter of fact, 153 Members voted
against It, a rather large number to vote
against a rule.

I would like to quote from the rule:
No amendments to the bill or to the com-

mittee amendment in the nature of a substi-
tute shall be in order except

Then there are eight exceptions, which
in the view of the gentleman from Mary-
land grants to eight Members of the
House a greater privilege of debate and
offering amendments than it does to the
remainder of the House.

The rule says nothing about additional
amendments to correct mistakes result-
ing from the amendments made in order
by the rule.

If we live by the rule, it seems to me we
also have to die by the rule. I do not sup-
port closed rules at any time, even when
they are to my advantage. I regret that I
must object.

Mr. STEIGER. Mr. Chairnlan,Wlll the
gentleman yield?

Mr. BAUMAN. I yield to the gentle-
man from Wisconsin.

Mr. STEIGER. Mr. Chairman, I ap-
preciate my colleague from Maryland
yielding.

This is not an easy position for any of
us to find ourselves in. I must admit that
were we to go back down this road again,
I would not accept the rule that was of-
fered by the Committee on Ways end
Means, because of the fact it did not al-
low flexibility.

The problem, may I say to my col-
league from Maryland and to the com-
mittee, is that as a result of the adoption
of the Fisher amendment yesterday, in
order to maintain my commitment to the
Committee on Ways and Means to offer
amendments that are balanced, as
balanced as the committee bill, I am re-
quired to raise the rate under the pro-
posal in order to recognize the adoption
of the Fisher amendment.

I would under this amendment, for
example, have to raise it from the Fisher
amendment from 5.15 to 5.40 percent In
1981 to 1984; 5.55 to 5,75, 1985 to 1989;
6.10 to 6.15, 1990 to 2010; and 6.15 to 6.20
in 2011 and thereater.

Those increases in rates are required to
maintain the same kind of integrity to
the social security system, as the com-
mittee bill as modified by FISHER.

It is for that reason that I have asked
unanimous consent to modify my amend-
ment.

Under the rule, as the gentleman from
Maryland knows, I 'can offer my amend-
ment, and perhaps I will do so if for no
other reason than to give the House a
chance to debate this Issue and then
simply ask unanimous consent to with-
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draw the amendment, and I hope I will
be given that opportunity.

Mr. BAUMAN. Mr, Chairman, further
reserving the right to object, I would say
that the gentleman from Wisconsin has
just admitted rather candidly that the
rule is wrong. It is a rule that allows
consideration of this legislation in a
manner that would not permit the pro-
tection of the integrity of the social se-
curity system. In other words, the Com-
mittee on Rules wrote a rule that al-
lowed a bill of this major importance to
come to the floor with only limited
amendments to be offered, In, such a
manner that it could destroy the social
security system. That, I think, Is the
responsibility of the leadership of this
House and the Committee on Rules and
those that seek to gag Members.

Mr. Chairman, I do object.
The CHAIRMAN. Objection is heard.

AMENDMENT OFFER BY ME. STEIGEE

Mr. STEIGER. Mr. Chairman, I offer
an amendment.

The Clerk read as follows:
Amendment offered by Mr. S'nion: Page

226, strike out lines 3 through 7 and insert
in lieu thereof the following:

(i) shall be $333.33 4 for each month of
any taxable year ending after 1978 and be-
fore 1980.

"(ii) shall be $375 for each month of any
taxable year ending after 1979 and before
1981,

(lii) shall be $416.66% for each month of
any taxable year ending after 1980 and before
1982,

"(Iv) shall be $458.33 for each month
of any taxable year ending after 1981 and
before 1983,

(v) shall be $500 for each month of any
taxable year ending after 1982 and before
1984, and -

Page 226, line 8, strike out "(iii)" and in-
sert in lieu thereof ' (vi)".

Page 226, line 10, strike out "1979" and
insert in lieu thereof "1983".

Page 226, strike out "in 1977 or 1978" in
line 18 and aU that follows down through
the end of line 24 and Insert in lieu thereof.
"in 1978, 1979, 1980, 1981, or 1982.".

Page 227, line 8, strIke out "1977" and
insert in lieu thereof "1978".

S S * * S

Page 125, strike out lines 22 through 25
and insert in lieu thereof the following:

"(A) in 1978 shall be $19,200,
(B) in 1979 shall be $22,200,

"(C) in 1980 shall be $25,000,
"(D) in 1981 shall be $26,000,
"(B) in 1982 shall be $27,000,

(F) in 1983 shall be $28,700,
"(G) in 1984 shall be $30,300, and
"(H) in 1985 shall be $31,800.
Page 126, line 3, strike out "1982" and in-

sert in lieu thereof "1986".
Page 119, line 18, strike out "6.15" and

insert in lieu thereof "5.40".
Page 120, strike out lines 2 through 4 and

insert in lieu thereof the following:
5.75 percent:

(5) with respect to wages received during
the calendar years 1990 through 2010, the rate
shall be 6.15 percent; and

(6) with respect to wages received after
December 31, 2010, the rate shaU be 0.20 per-
cent.".

Page 120, line 18, strike out "6.16" and in-
sert in lieu thereof "5.40".

Page 120, strike out lInes 20 through 22
and insert in lieu thereof the following:

5.75 percent;
"(5) with respect to wages paid during the

calendar years 1990 through 2010, the rate
shall be 6.16 percent; and
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• "(6) with respect to wages paid after De-
cember 31, 2010, the rate shall be 6.20 per-
cent.".

Page 121. line 14, strike out "7.70" and in-
tort in lieu thereof "8.10".

Page 121, line 18, strike out "8.20" and
insert in lieu thereof "8.60".

Page 121, line 19, strike out "and".
Page 121, strike out lines 20 through 23

and insert in lieu thereof the following:
"(5) in the case of any taxable year begin-

ning after December 31, 1989, and before
January 1, 2011, the tax shall be equal to 9.20
percont of the amount of tlt' self-employ-
ment income for such taxable year: and

"(6) in the case of any taxable year be-
ginning after December 31, 2010, the tax shall
be equal to 9.30 percent of the amount of
the self-employment income for such taxable
year.".

Page 122, line 9, strike out "1.00" and in-
sert in lieu thereof "0.90".

Page 122, line 23, strike out "1.00" and in-
sert'in lieu thereof "0.90".

Page 123, line 15. strike out "1.00" and in-
sert in lieu thereof "0.90".

Mr. STEIGER (during the reading).
Mr. Chairman, I ask unanimous consent
that further reading of the amendment
be dispensed with and that it be printea
in the RECORD,

The CHAIRMAN. Is there objection
to the request of the gentleman from
Wisconsin?

Mr. ROUSSELOT. Mr. Chairman, I
object.

The CHAIRMAN, Objection is heard.
The Clerk will read.
The Clerk continued the reading of

the amendment.
Mr. STEIGER (during the reading).

Mr. Chairman, I ask unanimous consent
that further reading of the amendment
be dispensed with and that it be printed
in the RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Wisconsin?

There was no objection.
The CHAIRMAN. The gentleman from

Wisconsin (Mr. STEIGER) will be recog-
nised for 15 minutes, and the gentleman
from Oregon (Mr. ULLMAN will be rec-
ognized for 15 minutes,

The Chair recognizes the gentleman
from Wisconsin (Mr. STEIGER).

(Mr. STEIGER asked an was given
permission to revise and extend his re-
marks.)

Mr. STEIGER. Mr. Chairman, the
dilemma that is posed by the rule and
also by the position in which I find my-
self is a difficult one. The amendment
that is now before us is one that was de-
signed to deal with two specific aspects
of the committee-reported bill, about
which I have problems.

Mr. Chairman, the first of those is the
earnings limit. As the Members know,
under the committee bill the earnings
limit is raised only to $4,000 in 1978 and
to $4,500 in 1979. This amendment pro-
poses to raise the earnings limit. As the
Members know, the earnings limit is how
much can one earn before there Is a pen-
alty on their social security benefits. My
amendment would raise it in 1979 to
$4,000; then to $5,000 In 1981; and then
to $6,000 in 1983. It would be a statutory
raise in the outside earnings test, and
it is one which I think is fair, safer and
surer than that which is proposed in the
committee bill. Interestingly enough,
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the committee bill gets us fairly close to
that same level by 1983, if one assumes
there continues to be a rate of Inflation
and wages go up at the same rate as they
are at the present time.

But the other aspect of the committee
bill was the aspect of the base. The base,
as the Members know, under the bill that
was reported to us by the Committee On
Ways and Means, begins in 1978 to Jump.
from where it would be under present law
at $17,700 to $19,900, and It ends up in
1987 at $39,600. That Is Bub6tantlally
above that which even the PreMdent of
the United States proposed. He would
have brought it to $33,900.

The proposal which I have before the
committee now ii one which raaes the
base in 1978 to $19,200, and then far
more gradually brings it tip to a level of
only $35,400 in 1987. Thus, there is abaut
a $4,000 difference between the Stelger
proposal and the committee bill, and it Ia
one which attempts to ameliorate what
I believe Is an otherwise precipitous in-
crease in the base. Thus, this amendment
was designed, when it was talked about
in the Committee on Ways and Meana
and when I had it before the Members
in the C0NGRzssIoNAt. REco and when
the Committee on Rules granted the
rule, to deal with both prongs of the
problem, that is, outside earnings limit
rising above the committee bill, while
at the same time lowering the base.

I also proposed, as part of the amend-
ment, a 0.1 percent increase in tax in
1981, whIch would be acroas-the-board.
of course, for all.

What has happened is that we yester-
day adopted the Fisher amendment, and
when we did that, then the Steiger pro-
posal is not as well balanced as I believe
it should be and, frankly, as I think the
House ought to face the Issues. It would
be necessary to raise the tax rate in
the 1981—84 period under this propoeal
to give exactly the same income flow to
the trust fund.

This does not, may I say to my co!.
league, the gentleman from Maryland,
break the fund, but it would be necessary
to define the amendment to more clearly
reflect the agreement which was reached
in the Committee on Ways and Means.
With the objections to the modified
amendment and because of the, con-
atraint of the rule, I must say that I find
myself in a position where I am not at
all sure that It makes any sense for ua
to vote on the Stelger proposal.

As I indicated to the gentleman from
Maryland under his reservation, were
we to do this again, I would not accept
the kind of rule that we received, If in
fact we were not then given the oppor-
tunity to take cognizance of an action
taken in the Committee of the Whole. I
think It is Important in the future for
both the Committee on Ways and Means
and for the Committee on Rules to
recognize that the kind of rule under
which we are operating makes It Im-
possible for the committee to have a full
and adequate discussion of the issues.

Mr. FEENZEL. Mr. Chairman, will the
gentlemax yield?

Mr. STEIGER. I will be delighted to
yield to the gentleman from Minnesota.
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(Mr. FRENZEL asked and was given
permission to revise and extend his
remarks.)

Mr. FRENZEL. Mr. Chairman, I thank
the gentleman for yielding.

I appreciate the particular dilemma hi
which the gentleman finds himself. I
did not rush precipitously to vote for
what was obviously going to be a bad
rule. It has proved to be a bad rule.

The fact that the amendment offered
by the gentleman from Wisconsin (Mr.
Smozit) Is now not in con! ormaxce with
the agreement reached earlier in our
committee Is only one example. The
8znendment which was offered yesterday
by the gentleman from Virginia (Mr.
FISHER), and which was adopted, is
another amendment which is out of bal-
noe because of some actuarial errors.

So we are operating under a rule that,
Instead of protecting us, has actually
handcuffed us in our efforts to produce
a good bill in this Committee. The gen-
tleman from Wisconsin (Mr. STEIGER)
really finds himself between Scylla and
Charybdls, and he is probably going to
have to withdraw his amendment.

Not only, in that case, do all Members
of this Committee who cannot offer
amendments find themselves being muf-
fled today by this outrageous closed rule,
but even the Members that the rule was
designed to help are being forced to
withdraw their amendments because
they do not work under this rule.

If there ever has been a time since I
have been in this House that we have
proved the folly of letting a very small
elite legislate for all of us who are sup-
posed to be the representatives of the
peope, this is the time.

I congratulate the gentleman from
WiscOnsin for pointing out this folly into
which we have let ourselves fall. I will
point out also that the gentleman has
brought to our attention another prob-
lem in the bill, and that is that the earn-
ings 3lniltation has not increased ade-
quately to keep up with what most Mem-
bers of the House feel Is a necessity In
today's world.

Mr Chairman, I am sorry the entle-
man from Wisconsin (Mr. BItIGER) is
in these straits, and I think it is a shame
the House has let itself fall into this trap.

Mr. STEIGER. Mr. Chairman, I thank
my colleague, the gentleman from Min-
nesota (Mr. FRENZEL) for his comments.

I will eat my crow, and I will also try
to Spell those two other words—"the rock
and the hard place" in which I flnd
myself.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. STEIGER. I yield to the gentle-
man from Massachusetts.

Mr. BURKE of Massachusetts. Mr.
Chairman, I want to commend the gen-
tleman from Wisconsin (Mr. STEI0ER).
He has worked hard on this bill and haá
tried to bring about a fair and equitable
solution of these problems. He acted very
alrIy in the committee.

I understand the dilemma in whIcl
the gentleman finds himself this morn-
ing, and I want to commend him for his
statement.
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Mr. 818K. Mr. Chairman, will the gen-

t1ema yield?
Mr. STEIGER. I yield to the gentle-

man from California but before doing so
I want to thank my thoughtful subcom-
mittee chairman.

Mr. SISK. Mr. Chairman, I thank the
gentleman for yielding.

Let me say in all fairness to my col-
league, the gentleman from Wisconsin
(Mr. STEIGER), that I am not here to
toss blame around to anyone, but I am
Just a little bit super-sensitive today
about some of the comments I have
heard from some of my friends on the
other side with reference to the Com-
mittee on Rules.

I sat through the hearings and heard
every word that was said, as far as I
know, in connection with the rule, and I
would appreciate the comments of my
colleague, the gentleman from Wiscon-
Bin, with regard to that. So far as I
know, we gave the gentleman exactly
the rule that he requested. If there is
fault to be found, then I suppose we are
all at fault.

Let me say in all fairness to my good
friend, the gentleman from Oregon (Mr.
ULLMAN) —and I have great respect for
him—that I was under the impression
that we had given the gentleman exactly
what he requested.

I am very sorry that the situation has
developed, that we come to the position
we are in now, but I think in fairness,
particularly after the comments just
made about the Committee on Rules,
that the record should be set straight.

I do not know toward whom those re-
marks were aimed, but all I am trying to
say is that I do not think the Committee
on Rules needs any defense. I know,
however, that the Committee on Rules is
often the whipping boy of the House,
and I think it always will be.

Mr. Chairman, I appreciate the com-
ments of the gentleman from Wisconsin
(Mr. STEIGER) on the Issue.

Mr. STEIGER. Mr. Chairman. may I
say to my colleague, the gentleman from
California (Mr. SISK), that I hope h
will note that I was not really aiming at
the Committee on Rules as much as I
was aiming at my own committee and
myself, because I agreed to the rule.

However, I do not think any of us
were fully cognizant of the fact that the
Fisher amenthnent, frankly, was not
balanced In the way I thought we had
agreed to a balance, nor did we take
cognizance of the effect of the adoption
of the Hsher amendment. I say that be-
cause obviously I could not write my
amendment, assuming., the Fisher
amendment were adopted. I suppose I
could have said, If Fisher is adopted, I
will have to have an alternative form."

I guess what I am saying is that if we
are to go over this road again, the Com-
mittee on Ways and Means will have to
do a better Job to assure that when we
have made our decision, we are fully
cognizant of the implications of the de-
cbion we have made.

Mr. BISK. Mr. Chairman, I thank my
colleague for his comments.

Mr. ULLMAN. Mr. Chairman, will the
gentleman yield?
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Mr. STEIGER. I yield to the gentle-

man from Oregon.
Mr. ULLMAN. Mr. Chairman, I also

wish to commend the gentleman from
WLsconsln (Mr. STEIGER) for his dili-
gence.

Insofar as the rule Is concerned, die
committee did request a rule that would
allow coniniittee amendments, and that
was not included in the rule.

I think that would have been one way
Out of the dilemma. If we adopted
amendments that made conforming
changes necessary, then at least we could
have brought back a conunittee amend-
ment to bring it back into proper 8truc-
ture; but I do concur that it Ls a very
difficult thing.

It would be impossible under an open
rule where one was making adjustments
on the door. That is the reason we had
a closed rule through the years because
we build a package. Once one upsets the
package, then all at once every other
amendment Is totally out of order.

I would readily agree with the gentle-
man with respect to the future, and I
will be happy to work with him and with
the gentleman from New York (Mr. CON-
ABLE) and our members to try to de-
velop a procedure that would take care
of this problem.

Mr. Chairman, I fully concur. I ap-
preiate the gentleman's responsibility
in suggesting that he might withdraw his
amendment.

Mr. STEIGER. First, Mr. Chairman,
may I say that I do appreciate the com-
ments of my colleague, the gentleman
from Oregon (Mr. ULLMAN), the distin-
gthshed chairman of the committee, on
this subject.

Yes. I think we do need to work out
a better procedure to see that this sort
of thing does not happen. Committee
amendments, I do not think, are the an-
swer because that is a kind of after-the-
fact thing.

What we tried to do in the amend-
ment process—and I thought it wa.s the
right decision—was to say, "If you are
going to lower the base, as I was pro-
posing, you have to increase the rate."

The committee amendment comes
along in such a way that, in effect. I am
getting a free ride. I do not thiiik that
is what we want.

Mr. ULLMAN. Mr. Chairman, what we
could do under those circumstances is
make assumptions that if the Fisher
amendment carried, the committee could
come back and offer an amendment to
the other provisions to put them in order.

Mr. STEIGER. That would be in order.
Mr. ULLMAN. I hope, at least, that we

can work out some procedure along those
lines to take care of the problem.

Mr. 515K. Mr. Chairman, will the gen-
tleman yield further?

Mr. STEIGER. I yield to the gentle-
man from California.

Mr. 515K. Mr. Chairman, I thank the
gentleman for yielding.

Let me say that I have been very much
impressed with the procedure we had
here yesterday. I was frankly of the opin-
ion that we had devised what has been
a unique rule.

I have had a number of 'people ask
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me the question, "Is this not something
brand new?" Basically, it Is.

Unfortunately, we did not leave that
escape valve which would take care of
the situation, which I would hope would
not cause us to revert to the closed rule
again.

Mr. Chairman, I want to commend my
colleague, the gentleman from Oregon
(Mr. ULLMAN), for having devised what
seems to me has been a very good situ-
ation, giving an ample opportunity for
people to discuss the matter and yet re-
tain some control. Unfortunately, I think
we learn by our mistakes; and perhaps
we can improve the situation in the fu-
ture.

Mr. ROUSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. STEIGER. Mr. Chairman. I yield
briefly to the gentleman rom California.

Mr. ROUSSELOT. Mr. Chairman, I ap-
preciate my colleague's yielding.

I am very tempted to get into the dis-
cussion on the whole rule question; but
since that has been batted back and
forth, I will try to restrain myself,
though with some difficulty.

Mr. Chalfman, I would like to ask my
colleague, the gentleman from Wiscon-
sin (Mr. STEXCER), whether, if I support
his effort to eliminate completely the
earnings limitation in a responsible man-
ner, it is the gentleman's position that
he may have to withdraw his amend-
ment because of problems already de-
scribed by the gentleman from Wiscon-
sin.

I hope we will have another opportu-
nity.

Mr. STEIGER. We will.
Mr. ROUSSELOT. I hope we will have

the opportunity through the Ketchum
amendment, which is in order under
this very strange, unusual, and different
rule that is now being developed.

Mr. STEIGER. Mr. Chairman, I can-
not yield to the gentleman further.

Mr. ROUSSELOT. In that case, we
can support the Ketchum amendment.

Mr. STEIGER. Yes, that is right.
Mr. Chairman, I ask unanimous con-

sent to be permitted to withdraw my
amendment.

The CHAIRMAN. Is there objection to
the request of the gentleman from Wis-
consin?

There was no objection.
The CHAIRMAN. The amendment is

withdrawn.
AMENDMENT OFFERED BY MR. KETCHUM

Mr. 1ETCHUM. Mr. Chairman, I offer
an amendment.

The Clerk read as follows:
Amendment offered by Mr. KErCHUM: Page

224. in. 17, insert "And Eventual Repeal"
ter 'Llberajizat Ion" (and conform the table
of contents on page 118).

Page 228. strike out lines 7 through 13 and
Insert in lieu thereof the following:

"(iii) shall be $418.66% for each month of
any taxable year ending after 1979 and be-
fore 1981, and

"(iv) shaU be $458.83 for each month of
any taxable year ending after 1980 and be-
fore 1982.".

Page 228, line 18, atrlke out "1977 or 1978"
and insert in lieu thereof "1977, 1978, 1979,
or 1980".

Page 227. etrlke out lines 5 and 8 and in-
8ert in lieu thereof the following:

1111643
(e) Subject to subsection (f), the amend-

ments made by the preceding provisions of
this section Bhall apply with respect to tax-
able years ending after December 1977.

(f) Effective with respect to taxable years
ending after December 31. 1981—

(1) subsection (d)(1). (I)(l)(B), and
(J) of .section 203 of the Social Security Act,
and subsection (c)(1) of such Section 203 (as
amended by Section 411(i) of this Act) are
each amended by striking out 'seventy-two"
and inserting in lieu thereof 'sixty-five";

(2) the last sentence of section 203(c) of
such Act (as so amended) is amended by
striking out "nor shall any deduction" and
all that follows and inserting in lieu thereof
"nor shall any deduction be made under
this subsection from any widow's or widow-
eras insurance benefit if the wld&w, surviving
divorced wife, widower or surviving divorced
husband involved became entitled to such
benefit prior to attaining age 80.";

(3) clause (D) of section 203(f)(1) of such
Act is amended to read as follows: ' (D) for
which such individual Is entitled to wldow'B
or widowers insurance benefits U she or
he becomes so entitled prior to attaining age
80. or";

(4) Eection 203(f)(3) of such Act is
amended by striking out age 72" and in-
serting in lieu thereof "age 85";

45) section 203(f) (5) (D) of such Act is
repealed;

(8) section 203(h)(1)(A) of such Act is
amended by striking out "the age of 72" and
"age 72" and inserting in lieu there3f in each
instance "age 85";

(7) the heading of s3ction 203(j) of such
Act Is amended by striking out "Seventy-
two" and inserting in lieu thereof "Sixty-
five";

(8) sUbsections (f)(1). (f)(3), (f)(4)(B),
and (h)(1) (A) of section 203 of such Act (as
amended by section 501(d) of this Act) are
each further amended by striking out 'the
applicable exempt amount' and inserting in
lieu ther.3of "the exempt amount'; and

(9) the amendments made by subsections
(a). (b), and (c)(1) of this section shall
cease to be effective; and the provisions of
section 203 of such Act (as otherwise
amended by the provisions of this Act) shall
read as they would if such subsections (a)
(b). and (c)(1) had not been enacted.

Page 119. line 17. strike out "calendar
years 1981 through 1984" and Insert in lieu
thereof "calendar year 1981".

Page 119 after line 18. insert the follow-
big new p.agraph:

"(4) with respect to wages received dur-
ing the calendar years 1982 through 1984,
the rate shall be 626 percent;

Page 119, line 19 strike out "(4)" and in-
sert in lieu thereof (5)".
Page 120, line 2, strIke out "5.45 percent"

and insert in lieu thereof "5.55 percent".
Page 120, line 3, &trlke out 0(5) and in-

sert in lieu theaeof "(8'.
Page 120, line 4, strike out 06.00 percent"

and.insert in lieu thereof 8.10 percent".
Page 120. lines 15 and 18, strike out "cal-

endar years 1981 through 1984" and Insert
in lieu thereof "calendar yeir 1981".

Page 120, after line 17. insert the follow-
ing new paragraph:

"(4) with respect to wages paid during the
calendar years 1982 through 1984, the rate
shall be 5.25 percent; and

Page 120, line 18. strike out "(4)" and in-
sert in lieu thereof "(5)".

Page 120. line 20, strike out "5.45 percent"
and insert in lieu thereof "5.5 percent".

Page 120, line 21. strike out "(5)" and in-
sert in lieu thereof "(8)".

Page 120, line 22, strike out "8.00 percent"
an insert in lieu thereof '8.10 percent".

Page 121. line 13, strike out '1985" and in-
sert in lieu thereof "1982".

Page 121. after line 15. insert the follow-
ing new paragraph:



H 11644
"(4) in the case of any taxable year be-

ginning after December 31, *981. and before
January 1. 1985, the tax shall be equal to
7.05 percent of the amount of the aelf-em.
ployment Income for such taxable year;

Page 121, line 16, strIke out "(4)" and in-
sert In lieu thereof "(5)".

Page 121, line 18, strIke out "820 percent"
and Insert In lieu thereof "8.35 percent".

Page 121, line 20, atrlke out "(5)" and
Insert In lieu thereof "(8)".

Page 121, lIne 21, strIke out "9.00 percent"
and insert In lieu thereof "9.15 percent".

Mr. KETCHtIM (during the reading).
Mr. Chairman, I ask unanimous consent
that the amendment be considered as
read and plinted In the Racoan.

The CHAIRMAN. Is there objection to
the request of the gentleman from Cal-
ifornia?

There was no objection.
Mr. MARTIN. Mr. Chairman, I make

the point of order that a quorum Is not
present.

The CHAIRMAN. The Chair will
count. Obviously a quorum is not pres-
ent.

The Chair announces that pursuant to
clause 2, rule xx'ii, he will vacate pro-
ceedings under the call when a quorum
of the Committee appears. Members will
record their presence by electronic de-
vice.

The call was taken by electronic de-
vice.

QQRVM CALL VACATE

The CHAIRMAN. One hundred Mem-
bers have appeared: A quorum of the
Committee of the_Whole is present. Pur-
suant to rule .auu, clause 2, further
proceedings under the call shall be con-
sidered as vacated.

The Committee will resume Its busi-
ness.

Mr. KETCHUM (during the reading).
Mr. Chairman, I ask unanimous consent
that further reading of the amendment
be dispensed with and that It be printed
in the RECORD.

The CHAIRMAN. Is there objection to
the request of the gentleman from Cali-
fornia?

Mr. ROUSSELOT. Mr. Chairman, re-
serving the right to object, how many
pages is this amendment?

Mr. KErCHUM. Mr. Chairman, If the
gentleman will yield, I cannot say. I
imagine it is about four.

Mr. ROUSSELOT. The reason I ask
that question is I want to be sure that the
Ketchuni language conforms to the rule
and is "balanced" in Its end result. Can
the gentleman assure us that this will
conform on the basis of the terrible rule
that we now have to live with?

Mr. KETCHtJM. Mr. Chairman, will
the gentleman yield further?

Mr. R.OUSSELOT. I am happy to
yield.

Mr. KETCHUM. To the very best of
my knowledge, it will.

Mr. ROUSSELOT. I am delighted to
hear that. We actually have an amend-
ment now being offered under that bad
rule that will conform, even though the
original bill has been changed.

Mr. KETCHUM. Mr. Chairman, If the
gentleman will yield further, I say to the
gentleman from California that that
question arose earlier this morning. I dis-
cussed It with the actuaries. They in-
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formed me that no change in the Rat-
chum amendment is necessary.

Mr. ROUBSELOT. Mr. Chairman, fur-
ther reserving the right to object, Is that
the understanding of the chairman of
the committee also?

Mr. ULLMAN. Mr. Chairman, will the
gentleman yield?

Mr. ROUSSELOT. I would be delighted
to yield to the gentleman from Oregon.

Mr ULLMAN. Mr. Chairman, would
the gentleman from California repeat
the statement?

Mr. ROUSSELOT. The question Is.
does the amendment of the gentleman
from California (Mr. KITcHUM) comply
with the balanced objectives of the cur-
rent rule, in view of the fact that the
original bill has been changed?

Mr. ULLMAN. Will the gentleman
yield?

Mr. ROtJSSELOT. I would be de-
lighted to yield.

Mr. ULLMAN. There appears to me
to be a problem. In the Fisher amend-
ment. we increased the rate by 0.1 In
1981, and that carries on through. Now,
It appears to me that If the Ketchum
amendment is not revised, that the exact
same increase that we put into effect In
the Fisher amendment would be in effect
in the Ketchum amendment. Therefore,
there would be no additional taxes on
top of the Fisher amendment in order to
accommodate this problem.

If in fact that were the case, I would
very much wish that by unanimous con-
sent we would allow that 0.1 in 1982 to
be a part of the Ketchum amendment
and carry on through. If that were true,
then the Ketchum amendment would be
adequately financed in tandem with the
Fisher amendment, but as I understand
the amendment, that would be necessary
in order to provide the financing for the
Ketchum amendment.

Mr. ROUSSELOT. Further reserving
the right to object, I am not sure I under-
stood the answer. What is the under-
standing of the gentleman from Call-
fornia?

Mr. KETCHUM. If the gentleman will
yield—

Mr. ROUSSEL.OT. I will be glad to
yield.

Mr. KETCHUM. The 0.1 increase In
this amendment as presented takes place
in 1982, prior to the Fisher amendment.
I! the chairman of the committee is cor-
rect, and I am not positive that he is or
is not, the actuarial studies that we have
been living with for the last few days or
few months, a 0.1 technIcal amendment
might be necessary to follow Fisher
through.

Mr. ULLMAN. Will the gentleman
yield further?

Mr. ROUSSELOT. I will be glad to
yield.

Mr. ULLMAN. The Ketchum amend-
ment, if I understand this, was intended
to finance the liberalization of the out-
side earnings exemption by a 0.1 Increase
in payroll taxes beginning in 1982. Is that
right?

Mr. KETCJWM. That is correct.
Mr. ULLMAN. Now, If It were in order,

I would like to ask unanimous consent
that that tax increase in 1982 be In-
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eluded as part of his amendment to ad-
just for the discrepancy that has been
created by the addition of the Fisher
amendment.

The CHAIRMAN. The Chair wIll state
that such a request would not be in order
a this time.

Mr. ROUSSELOT. That is my point.
Further reserving the right to object,

the gentleman in the well, Mr. KETCRVM,
Is convinced on the best information
available to him under this very strange
rule his amendment does, in fact, con-
form to the rule. Is that correct?

Mr. KETCHUM. To the very best I
can determine.

Mr. ROTJSSELOT. Mr. Chairman, I
withdraw my reservation of objection.

The CHAIRMAN. Is there objection to
the request of the gentleman from Cali-
fornia?

There was no objection.
PARLIAMENTARY ZNQIRY

Mr. BURKE of Massachusetts. Mr.
Chairman, a parliamentary inquiry.

The CHAIRMAN. The gentleman will
state It.

Mr. BURKE of Massachusetts. What
question did we determine by the unani-
mous-consent request?

The CHAIRMAN. By unanimous con-
sent we just dispensed with reading of
the amendment.

Mr. BURKE of Massachusetts. I thank
the Chairman.

The CHAIRMAN. The gentleman from
California (Mr. KETCHVM) will be recog-
nized for 15 mInutes, and the gentleman
from Oregon (Mr. ULLMAN) will be rec-
ognized for 15 minutes.

The Chair recognizes the gentleman
from California (Mr. KETCHVP.s).

(Mr. KETCHUM asked and was given
permission to revise and extend his re-
marks.)

Mr. KETCHUM. Mr. Chairman, this
amendment really speaks for itself, so
I shall take very little time. What this
amendment does is to dispense with one
of the most onerous provisions of the
social security law as it applies to those
individuals who are now retired. Due to
circumstances totally beyond their con-
trol, our retired citizens are practically
being taxed out of their homes. They rely
on their retirement; they rely on their
social security, to provide at least a part
of their living in their retirement years.

Through the ravages of inflation and
Increased property taxation, that no
longer is true. As a result, those individ-
uals attempt to supplement their income
by doing additional Work. As most of the
Members know, the earnings limitation
presently stands at $3,000. The committee
bill raises those earnings limitations to
$4,000 in 1978, to $4,500 in 1979, and that
is it.

What this amendment seeks to do is to
carry that forward and to allow a $5,000
earnings in 1980; $5,500 in 1981, and in
1982 to completely eliminate the earnings
limitation so that all of our citizens 65
years of age and over will be subject to
no other limitations than are presently
in order for those individuals who are 72
years of age.

To accomplish this—and I certainly
wish to be candid—there isa price tag.
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There is no free lunch. Over 100 Mem-
bers of this body have sponsored or co-
sponsored bills to bring this about.

Understandably, most of those bills
have been Introduced with no comments
relative to financing;

Under the provisions of the agreement
reached by the members of the Commit-
tee on Ways and Means with the chair-
man, we have attached to this a- 0.1 tax
Increase In 1982, whIch will fund this
amendment. t urge Its adoptIon. I offer
It, as I indicated yesterday, not on behalf
of BILL KETCHVM, but on behalf of the
over 100 Members who have offered this
bill in this Congress.

Mr. YOUNG of Florida. Mr. Chairman,
will the gentleman yield?

Mr. KETCEUM. I yield to the gentle-
man from Florida.

Mr. YOUNG of Florida. I thank the
gentleman for yielding.

Mr. Chairman, as one of the Members
who was an introducer of such a bill, I
would like to join with the gentleman
from California (Mr. KzTcnvt) in sup-
port of this amendment. While we are
talking about the fiscal aspect, many,
many people on social security do not
want to work and they are not going to
work, and most of them are not able to
work. But there are some who can and
who should be permitted to work. One
thing we have to remember Is that those
social security recipients who do con-
tinue to work and earn more, under this
amendment, they will be In fact contrib-
uting to the social security trust fund
and, depending on. their Income, will also
be contributing to the general fund of
the United States through their Income
taxes. So It Is not all one sided. They
are not just taking out. They will also
be putting back In.

In Pinellas Counts', Fla., the country
in which I live—and we are just a few
days from when the social security
checks go Out—there will be 230,000
Pinellas Countlans receiving social se-
curity checks. A lot of those people are
able to work and should not be pro-
hibited, through a financial penalty,
from working.

Mr. Chairman, I want to give the
Members this thought: Many of the
persons who find themselves in the cate-
gory of senior citizens today, retired,
older Americans, are the very people
who made such a tremendous contribu-
tion to the great advances that we have
experienced in this country in medicine,
in science, in industry, and they have a
lot to offer. If they are permitted to be
involved in the work force of this coun-
try, without being penalized from a fi-
nanclal standpoInt, I think we would be
amazed at the tremendous reservoir of
knowledge and experience that these
people have and could make available to
us without It costing us very much at all.

Mr. Chairman, I think this Is a good
amendment whose time Is well past due.

Mr. KETCmmf. I thank the gentle-man for his contribution.
Mr. DON H. CLAUSEN. Mr. Chair-man, will the gentleman yield?
Mr. E:E'rCHrJM. I yield to the gentle-man from California.
(Mr. DON H. CLAUSEN asked and
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was given permission to revise and ex-
tend his remarks)

Mr. DON H. CLAUSEN. I rise in sup-
port of hi, amendment and would like to
commend him for his leadership on the
Ways and Means Committee and in the
Congress in this very Important effort.

I have sponsored legislation in this
Congress and past Congresses to remove
the earnings limitation entirely. Over
130 have joined us this year in introduc-
ing thnllAr legislation. Our colleague
from California (Mr. KETCIIUM) has
worked long and hard to build this sup-
port and has become the champion of
our senior citizens.

It is a well known fact that Americans
today are living longer lives and enjoy-
ing many more productIve years. Our ci-
forts to remove the earnings limitation
lmpoeed on their social security benefits
Is in recognition of this fact.

Many of our senior citizens would like
to continue working past the retirement
age in order to supplement their retire-
ment Incomes. I firmly believe that any-
one who has the desire to continue work-
ing either part time or full time should
be allowed to do so and not prevented
from doing so by an arbitrary limita-
tion placed on them.

In talking to senior citizens in my
congressional district and in the many
letters I receive from them, they have
told me that they want the freedom to
live a life of Independence. They want
to be able to decide for themselves
whether or not to continue working. They
want the freedom to adjust their life-
styles in a way consistent with their
own desires. They want to live out their
twilight years with a degree of independ-
ence which permits them to be recog-
nized as indvlduals.

The kinds of limItations placed on
their earnings by the social security law
has trapped them into a position where
they have become dependent on other
people and dependent on Government
just to get by. They are proud Individ-
uals and this dependence is extremely
dicult for them to accept.

At a time when Mr. and Mrs. Middle
America are struggling to keep their
heads above water, It is inequitable to
deny our seniors an equal opportunity to
adjust to the continually rising cost of
living. Despite the automatic cost-of -liv-
ing increases they receive annually in
their benefits, many would like to be able
to provide more for their families and
live their lives with more dignity.

My colleague's amendment increases
the earnings limitation to $5,000 in 1980,
to $5,500 In 1981 and removes all limita-
tions thereafter. The distinguished chair-
man of the Ways and Means Committee
(Mr. ULLMAN) has indicated that this
amendment Is actuarially in balance.

I urge my colleagues to join us in vot-
ing for this proposal.

Mr. LAGOMARSINO. Mr. Chairman,
will the gentleman yield?

Mr. KETCHTJM. I yield to the gentle-
man from California.

(Mr. LAOOMARSINO asked and was
given permission to revise and extend his
remarks.)
it is with a great deal of pleasure that

Mr. LAQOMARSrNO. Mr. Chairman,
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I rise to support my colleague (Mr.
KsrcHuM) in his amendment repealing
the social security earnings limitation in
1982.

Although the amendment does not go
as far as my own bIll (HR. 2457) re-
pealing the limitation Immediately, It
dOes provide for a 5-year phase-out and,
as such, is a compromise worthy of adop-
tion by this house.

Mr. Chairman, it has been said that
the true test of a society is the way in
which it treats its senior members. I
think it is fair to say that the social secu-
rity earnings test has become for many
a symbol of the arbitrary and conde-
scendin way we treat our seniors. The
earnings test Is not only unfair, It is, in
my view, counterproductive.

It Is unfair because It selects an arbi-
trary figure—at the present time less
than the omclal poverty level—above
which a 50-percent tax is applied on
earnings. This 50-percent tax is In addi-
tion to Federal and State Income taxes
already paid on those earnings. The pen-
alty is also arbItrary because It applies
only to earned income, Ignoring income
from investments. And It is arbitrary be-
cause it does not relate to need.

But there is an economic argument as
well as a humanitarian one for repealing
the earnings limitation. The earnings
test deprives our economy of the skills
and productIve capacity of million of
older cItizens who want to work, who are
capable of working, and who are not now
working for no other reason than to
avoid having their social security checks
reduced. Not only do we lose their skills
and output, we also lose the taxes which
they would be paying on those earnings.

All this because of an arbitrary rule
which relies solely on a person's age and
income level to determine their capa-
bilities.

Mr. Chairman, this House recently
acted to give senior citizens new protec-
tion against age discrimination in em-
ployment. I feel we can do no less in this
area of need. To me, it makes no sense
to penalize a person for working. I urge
adoption of this amendment as a hu-
mane, realistic, and economically sound
approach to this Issue.

Mr. BURKE of Massachusetts. Mr.
Chairman, will the gentleman yield?

Mr. KETCHUM. I yield to the chair-
man of the subcommittee.

Mr. BURKE of Massachusetts. Mr.
Chairman, I would like to have the gen-
tleman at the microphone explain how
this will affect Members of Congress who
have reached the age of 65 and who draw
down a $57,500 salary. Will they also be
able to draw their social security benefits
at the age of 65 under the gentleman's
amendment?

Mr KETCHUM. Mr. Chairman. I will
say to the gentleman from Massachu-
setts (Mr. BURKE , who has been my dear
friend from so many years ago, that un-
der the present bill, as It is before us,
neither the gentleman nor I will have
one penny deducted for social security.
Unfortunately, this body chose not to
include all of us, so It Is not going to
affect us at all unless, I would say to my
friend, the gentleman from Massachu-
setts, he apd I upon our retirement from
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the Congress would, either voluntarily
or lnvoluntriIy, go out and qUalify for
social security.

Mr. BURKE of Massachusetts. Mr
Chairman, U the gentleman will yield
further, I am not speaking of retired
Members. I am talking about Members
like myself who are over 65 years of age.

Will I be able to draw my social seu-
rity checks month alter month if I sin
in Cor)gress in 1982, as I expect to be?

Mr. KTCHUM. Yes; I rather imagine
that the gentleman from Massachusetts
(Mr. BURKE) will In any event since he
will be 72 In 1982 just as the gentleman
from Florida (Mr. PEPPER) indicated
some weeks ago when tflls very body
recognized the fact that times have
changed, conditions have changed, peo-
ple are living longer and more produc-
tive lives, and, as a resu]t, this body very
wisely decided to raise the retirement
age to age 70.

Mr. ROTJSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. KETCHDM. I yield to the gentle-
man from (1ffornIa.
-(Mr. ROUSSELOT asked and was

given perrnlsstoTl to revise and extend
his remarks.)

Mr. ROUS8FIOT. I thank the gentle-
man for yielding. Mr. Chairman. I have
8upported, as the gentleman knows, the
elimination of the earnings limitation. I
testified before the gentleman's subcom-
mittee on this subject and strongly sup-
ported the idea of the gentleman's
amendment.

As I understand the amendment,
which is in order under this rule, there
wou]d be no earning's limitation after
1982; isthat correct?

Mr. KETCHUM. The gentleman is
correct.

Mr. ROTJSSELOT. So we wou]d move
in a responsible way toward eliminating
this earnings limitation over a period of
several years; it would not happen all at
once?

Mr. KETCHUM That's correct.
Mr. ROTJSSFILOT. So we are, by voting

for the gentleman's amendment, doing
it in a responsible way so as not to have
the impact of that earnings limitation
fail entirely next year?

Mr. KETCHtJM. That's precisely the
reason that it is graduated.

Mr. ROUSSELOT. The gentleman's
amendment includes a very responsible
method of getting to that point of no
limitation, to be exact by 1982.

Mr KETCHUM. I feel that it does, and
I thank the gentleman for pointing that
out.

Mr. ROTJSSFLOT. Mr. Chairman, I
appreciate the gentleman's answer. I
support the gentleman's amendment.

Mr. KETCEUM. Mr. Chairman, I re-
serve the balance of my time.

Mr. ULLMAN. Mr. Chafrman, I would
like to have the attention of the gentle-
man from California (Mr. KETCHUM).

He has been very diligent in attempt-
ing to keep his amendment on a sound
actuarial basis in accordance with the
mandate of the committee.

I ask unAnimous consent, Mr. Chair-
man, that the rates In his amendment be
adjusted to conform to the impact of the
Fisher amendment on the bUl.
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Would the gentleman have any objec-
tion to doing that? I think that Is what
he intends to do. What, in fact, happened
is that the Fisher amendment increased
the taxes by 0.1, and that is exactly what
the gentleman from California (Mr.
KETCHTIM) would do beginning in 1982;
but the gentleman from Virginia (Mr.
FISHER) has already done it in 1981.
Therefore, the numbers in the Ketchum
amendment beginning in 1982 are ex-
actly the same as the number in the
Fisher amendment from there on; but,
In fact, they ought to be 0.1 higher.

I think that is the gentleman's intent,
Mr. Chairman; and I would just ask
rnaninious consent that the numbers be
adjusted to accommodate the Fisher
.amendment.

The CHAIRMAN (Mr. YATES). Is there
objection to the request of the gentle-
man from Oregon?

Mr. BURKE of Massachusetts. Reserv-
ing the right to object, Mr. Chairman,
and I am very reluctant to object, I would
like to ask my good friend, the gentle-
man from Oregon (Mr. ULLMAN), my
chairman, If he wou]d be willing to agree
to a unanimous-consent request allow-
ing me to offer my general revenue shar-
ing bill, one-third, one-third, and one-
third.

Mr. ULLMAN. Mr. Chairman, if the
gentleman will yield, as my friend, .the
gentleman from Massachusetts (Mr.
BURKE), knows, I would do almost any-
thing for him and have through the
years. However, this is a very technical
problem associated with an amendment
that is being offered that is out of con-
formity because of the previous action
that has been taken.

I think everyone here would want that
amendment to be adjusted so that it does
what the gentleman wants it to do and is
not distorted because of previous action
taken here.

Mr. ROUSSELOT. I reserve the right
to object, Mr. Chairman.

The CHAIRMAN pro tempore. The
gentleman from Massachusetts (Mr.
BtTRKE) had reserved the right to object.

Is the gentleman from Massachusetts
finished?

Mr. BURKE of Massachusetts. Mr.
Chairman, the gentleman from Oregon
(Mr. ULLMAN) still has not answered my
question which was whether he would
agree to my unanimous-consent request.

Mr. ULLMAN. If the gentleman will
yield further, Mr. Chairman. I think
that would be a little beyond the au-
thority that I might have. At some f u-
ture time the gentleman and I are going
to be working that problem out. He is
going to be around for a long time.

Mr. ROUSSELOT. Reserving the right
to object, Mr. Chairman—

The CHAIRMAN pro tempore. The
Chair will tnform the gentleman from
California that the gentleman from
Massachusetts (Mr. BURKE) still has the
floor.

Mr. BURKE of Massachusetts. Mr.
Chairman, I am not going to object at
this time. However, I am still reserving
the right until I hear the rest of the
argument. I wish my good friend would
agree since I want to offer my general
revenue sharing bill.
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Mr. TJLLMAN. Mr. Chairman, I am
always going to get along with my good
friend, the gentleman from Massachu-
setts.

Mr. BURKE of Massachusetts. Mr.
Chairman, I withdraw my reservation
of objection.

The CHAIRMAN pro tempore. Is
there objection to the request of the
gentleman from Oregon (Mr. ULLMAN)
that the amendment offered by the gen-
•tleman from California (Mr. KETCUtYM)
be modified?

There was no objection.
The CHAIRMAN pro tempore. The

request Is granted, and the Clerk will
report the modification to the amend-
ment.

The Clerk read as follows:
Page 119. after line 18, insert the follow-

ing new paragraph:
"(4) with respect to wages received during

the calendar years 1982 through 1984, the rate
8hall be 5.35 percent;

Page 120. line 2. strIke out '5.45 percent'
ant insert In lieu thereof "5.65 percent".

Page 120, line 4, strike out '6.00 percent"
and insert in lieu thereof "6.20 percent".

Page 120, after line 17, Insert the follow-
in_g new paragraph:

"(4) with respect to wages paid during
the calendar years 1982 through 1984, the rate
shall be 5.35 percent: and

Page 120. line 20, strike out '5.45 per-
cent' and insert in lieu thereof '5.65 per-
cent".

Page 120, line 22, strike out "6.00 percent'
and insert in lieu thereot '6.20 percent'.

Page 121. after line 15; insert the follow-
ing new paragraph:

(4) in the case of any taxftble year be-
ginning after December 31, 1981 and before
January 1, 1985. the tax shall be equal to
8.05 percent of the amount of the self-em-
ployment income for such taxable 'ear

Page 121, line 18, strike out "8.20 percent"
and insert in lieu thereof "8.45 percent".

Page 121, line 21. strike out "9.00 percent"
and insert In lieu thereof "9.30 percent".

The CHAIRMAN pro tempore. The
Chair recognizes the gentleman from
Oregon (Mr. ULLMAN).

Mr. ULLMAN. Mr. Chairman, I want
to say that the gentleman from Califor-
nia (Mr. KETCHUM) has been diligent in
attempting to meet this actuarial re-
quirement. I am pleased that he Is ac-
cepting this modification because the
amendment does now conform with the
requirement of the committee that the
items in the amendment be adequately
financed.

Mr. Chairman, I think the gentleman
would agree that I did not want to argue
with him on the basis that it was not
financed properly. I think we want to
argue on the merits and not on a tech-
nical matter.

Therefore, this puts the argument on
that plane: should we totally eliminate
the limitation on outside earnings for
older workers, or should we not?

I think, Mr. Chairman, we would be
making a very, very bad mistake U we
moved now to totally eliminate the re-
strictions on outside earnings for any
beneficiaries. We would change the pro-
gram totally from a retirement program
to an annuity program. That was not the
original intent. What we would say is
that when one got to be 65, one could
continue to work at his job and draw his
full social security benefits. The system
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was never intended to do that. If we had
no unemployment., then maybe thig could
be 3ustified.

The argument was made a few minutes
ago, "That fellow is still paying Into so-
cial security." The real argument Is if
he were not on that job, there would be
another job opening for a young Ameri-
can or for a black American, or for one
of those 6 or 8 millions of Americans who
do not have a job. That Is why we caxmot
do thIs at this time. It would be a great
diaerv1ce to the workers paying into the
social security system.

In the committee bill we move In the
direction the gentleman wants. We in-
crease the outside earnings exemption
to $4,000 next year, then to $4,500, and
then we have a step-up, an automatic
Increase, from there on. Remember, that
is not a 100-percent exclusion. All it
means is that you can still have a job and
have social security benefits, even though
you make more than that, because for
earnings in addition to that exemption,
for every $2 of earnings there is a reduc-
tion of $1 in soca1 security, and that
works its way all the way up the ladder.
A person with a high benefit can earn
up to $12,000 today and still get some
social security benefits. They would be
reduced benefits of course.

So I think what we have done in the
bill Is the responsible approach to the
problem.

Organized labor, the National Councfl
for Senior Citizens—everyone who is
cloeely involved with this thing Is just
emphatically opposed to doing what the
gentleman is suggesting. I know ft Is ap-
pealing, but I appeal to the good judg-
ment and reason and common sense of
the Members of this House to reject the
amendment.

Mr. ROUSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. ULLMAN. I yield to the gentleman
from California.

Mr. ROUSSELOT. I appreciate the
gentleman's yielding.

The gentleman mentioned the history
of the original social security legislation
as it relates to retirement benefits. The
geMleman knows full well that the origi-
nal intent of social security was to pro-
vide supplemental Income. It was never
intended to be the total income of the
individual; is that not true? Zs that not
true?

Mr. ULLMAN. That is not true in the
sense that the gentleman Is suggesting.
It is not supposed to be a supplemental
Income for somebody in the work force.

Mr. ROUSSELOT. But in retirement.
Mr. ULLMAN. It is supposed to be a

supplemental retirement income.
Mr. ROUSSELOT. That is right.
Mr. ULLMAN. For those who have

other retirement.
Mr. ROUSSELOT. That is right.
Mr. ULLMAN. But what the gentleman

would do would make it a supplemental
income for people in the work force, and
that is not what was intended In any
sense whatsoever.

Mr. ROUSSELOT. No. As I under-
stand the gentleman from California's
amendment—nd since I support remov-
Ing the earnings limitation and so testi-
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fled before the subcommittee—the pur-
pose Is to provide that those who re-
ceive the 8ocial security retirement bene-
fit have the free option to earn more than
just a limited amount.

I would like to make one more point,
if the gentleman would yield—and I ap-
preciate hs yielding—the only real place
that thai gentleman from Calif ornla!s
amendment is different from the com-
mittee amendment is basically in the
last year, 1982. The committee raises the
limit to $5,640 and leav it there; The
gentleman from California says from
1982 on there will be no limitation. Is
that not correct?

Mr. ULLMAN. May I reclaim my time.
The basic principle involved here is not
what the gentleman suggest&—how much
Outside earnings there are. That man or
woman reaching the age of 65 says,

Shall I retire and, draw social 8ecurity, or
8h611 I continue to work and pay In?

Mr. ROUSSELOT. No. It is how much
money one earns.

Mr. ULLMAN. I am not yielding now
to the gentleman. That is not the proper
perspective of what we ought to be doing
In the social security system.

It seems to me what we are doing here
Is saying to all of those professional peo-
ple, doctors, and lawyers who can work
on through later years—we are saying to
them,

Just keep on working. We will pay you
social security the minute you reach 65, even
though you are making $100,000, or however
much. You &e stifl going to get your social
security.

That is wrong.
If we expand the limit, that s all right,

but at least there is a limit. Let us keep
that ilmit on. Let us not let that wealthy
class of people, who tend to work longer,
pick 'up that social security benefit. That
is not what the system was intended to
do.

Mr. Chairman, I yield 2 minutes to the
chairman of the subcommittee, the
gentleman from Massachusetts (Mr.

Mr. BURKE of Massachusetts. Mr.
Chairman, the gentleman from Cali-
fornia is not correct, because in the law,
after we raise these earnings ceilings
during the next few years, there is an
acceleration clause based on raising the
wages, where the earnings limit will be
raised periodically according to the rise
of wages in the country.

Mr. KETCHUM. That is after 1982, if
the gentleman will respond?

Mr. BURKE of Massachusetts. No.
Mr. KFTCHUM. The gentleman has

an accelerator after 1982? Andwhat is ft
attached to, may I ask?

Mr. BURKE of Massachusetts. Prom
1980 on.

Mr. KETCHUM. Prom 1980 on there
i an atcelerator?

Mr. BURKE of Massachusetts. Yes.
Mr. KETCHUM. And what is it at-

tached to? The cost of living or what?
Mr. BURKE of Massachusetts. It is

attached to the wage base.
Mr. KETCHUM. The wage base which

Is kept by the Department of Labor?
Mr. BURKE of Massachusetts. It has

been taken care of. I think the whole
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trouble with the gentleman is that he is
a little confused.

Mr. KETCHUM. I am not confused
at all.

Mr. BURKE of Massachusetts. The
gentleman is confused on the earnings
ceilings because the removal of the earn-
ings ceilings is what tne high-rollers in
the country are looking for. They are the
high-income people. This i$ for the peo-
ple making $35,000 or $50,000 a year, and
it will allow some earning $100,000 a year
to draw his full social security benefits.
It will destroy the whole principle of
social security. I am surprised my good
friend, the gentleman from California,
should go this far, and also I am sur-
priced at the other gentleman from Cali-
fornia (Mr. KETCEUM). I know he is try-
ing to help the little people, but it is not
goIng to help the little people that much.
It will help the big people, the fat cats,
those making $75,000 or $100,000 a year,
and they are going to be able to draw full
social security benefits. It will be a drain
on the system.

Mr. TJLLMAN. Mr. Chairman, I yield 2
minutes to the gentleman from Missouri
(Mr. OEPHARDT).

Mr. GEPHARDT. Mr. Chairman, I
thank the gentleman.

I agree with my chairman and his p0-
sition on this amendment. I give two rea-
sons for it.

First. I think we have got to focus on
this tax increase which this calls for.
Under the bill as it stands with the Fisher
amendment we are raising the tax per
year of a person making $10,000 a year
by $70 in 1982. If we add this on, we will
be raising it by $80; for a man making
$20,000, the committee bill raises the tax
by $140, but the Ketchwn amendment
would raise it $160. For those making
$30,000, it would be at $210 and he
would go to $240; for those making $40,-
000, it would go to $280, and the Ketchuni
amendment would carry him to $320. The
cumulative effect of adding this on to
what we have already done in my book
is too mtrch and we should defeat it. We
are already at the breaking point on
taxes.

Mr. ULLMAN. Would the gentleman
agree when we look at all these high-
salaried people making thts $100,000,
when they draw their benefits, they
would be quite high?

Mr. GEPRARDT. We have raised the
retirement test in this bill to $6,000 by
1983. I think that Is enough. We can and
should look at it again in the future.

Mr. DRINAN. Mr. Chairman, early
thIs year I introduced legislation to elim-
inate the earnings restriction of the so-
cial security law. I sought to repeal the
provision which denies an older worker
$1 in benefits for every $2 of earnings he
or she makes over the limit which this
year is $3,000.

In my view this restriction is unfair
and dIsrni1natory. It serves to penalize
those older workers who most need the
Income from continued emp'oyment in
order to maintain a decent standard of
living. Older Americans who have sub-
stantial income from investments, stocks,
bonds, rents, or similar assets are not
subject to' any reduction in their social
security benefits based on these hold-
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ings. This issue has been one of my main
concerns since my election to the House
in 1970 and I am deeply gratified that
today we have the opportunity to strike
this restriction from the law.

Under this amendment the earnings
limitation will rise to $5,000 In 1980,
$5,500 in 1981, and be totally eliminated
n 1982. HR. 9346 already provides that
the earnings restriction, will move to
$4,000 In 1978 and $4,500 In 1979. This
progression toward removal of the cap
on outside earnings will vindicate the
rights of those older workers between
the ages of 65 and 72 to continue work-
ing without being penalized through the
loss of their social security benefits.

Proponents of retaining the earnings
limitation often argue That a change In
the law would deviate from the intent of
the original social security program. Yet,
Such arguments are not supported by
fact As the program was first reported
by the Committee on Ways and Means
In 1935, there was'no earnings limitation
included. The first Advisory Council on
Social Security in 1938 described the
contributory program as one In which
payments would be "afforded as a matter
of right." When the Congress acted on
the Council's report by passing the So-
cial Security Amendments of 1939, both
the Ways and Means Committee and
the Finance Committee reaffirmed this
concept by declaring that "by granting
benefits as a matter or right it preserved
individual dignity." The concept of an
individual ean1ng a right to his or her
benefit was restated approvingly by the
Advisory Council.s of 1948, 1958. and 1965.

Time for repealing the earnings re-
striction is long overdue and I urge my
colleagues to support this amendment.

Mr. BIAGGI. Mr. Chairman, I rise to-
day in support of the Ketchum amend-
ment to eliminate the outside earnings
limitation on social security benefici-
aries.

The earnings limitation is unfair. It
amounts to nothing more than a repay-
ment of earned benefits. Under current
law, social security recipients under the
age of 72 who earn more than $3,000, in
addition to paying both income and so-
cial security payroll taxes on the entire
amount, must forfeit $1 in social secu-
rity benefits for every $2 earned over and
above the current $3,000 limit.

What this provision amounts to is noth-
ing more than a penalty on those senior
citizens who wish to continue working
after the age of 65.

As chairman of the Subcommittee on
Federal, State, and Community Services
of the House Select ComEnfttee on Aging
I have been involved with the issue of
senior citizen employment and the re-
cent passage of legislation to curtaU
mandatory retirement. During commit-
tee and, subcommittee hearings on this
issue I heard witnesses testify on the ef-
fects of retirement on persons capable
of and willing to work., The American
Medical Association, a traditionally con-
servative group, testified that retirement
adversely effects the well-being and life
expectancy of those who wish to continue
employment.

I see a parallel between mandatory re-
tirement and the social security earnings
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limitation. Both discriminate against our
senior citizens who wish to continue as
members of the labor force. With the Im-
minent passage of legislation to curtail
mandatory retirement. I believe it is only
logical and appropriate that the 95th
Congress act today to eliminate the earn-
ings limitation.

HR. 9346, the Social Security Financ-
ing Amendments of 1977, as approved by
the House Ways and Means Committee
would increase the earnings limitation to
$4,000 in 1978 and $4,500 in 1979. The
Ketchum amendment would continue to
raise the exemption to $5,000 in 1980 and
$5,500 in 1981, and completely eliminate
the retirement test for those individuals
over age 65 in 1982.

The cost of the Ketchum amendment
to the social security system would be
minimal. The exempt amounts proposed
during the phase-in periods of 1980 and
1981 would only slightly exceed what is
already provided for under the automatic
adjustment provisions of the Social Se-
curity Act. Consequently, no additional
financing is needed for these years.

Compensation for the cost of the com-
plete elimination of the earnings limita-
tion in 1982 would be provided for
through the Imposition of a minimum
payroll tax of 0.1 percent on employers
and employees. This is certainly a small
price to pay for an equitable social se-
curity system.

In each of the past three Congresses, I
have sponsored legislation to eliminate
the earnings limitation. It is gratifying
to hear this proposal being discussed
today. Passage of this legislation, with
the Ketchum amendment, will insure
the financial ihtegrity of the social secu-
rity system and insure our social security
recipients of those benefits for which
they contributed and to which they are
entitled. I urge immediate approval of
this amendment.

Mr. ALEXANDER. Mr. Chairman, I
rise in support of the Ketchum amend-
ment to phase out the outside income
limitation for social security recipients.

I have been a sponsor of legislation to
increase the outside earning income
limitation to $10,000 in every session of
the Congress since 1973. I have done so
because of the number of retirees in my
State who have written and talked to
me about their need to continue working
after retirement just to make ends meet.
The Ketchum proppsal will once and for
all eliminate this repressive provision of
the law that has virtually told the
Nation's senior member of the labor
force that he cannot retire and at the
same time continue to work to the extent
he wishes after age 65.

Under current law, a social security
beneficiary who earns more than $3,000
during the year is penalized $1 for every
'$2 over that amount earned.

The Ketchum amendment would con-
tinue limitations in 1978 at $4000 in
1979 at $4.500, in 1980 at $5,000 and in
1981 at $5,500. Beginning in 1982, the
outside earnings limitations would be
completely eliminated for those citizens
over age 65. To offset the increased pay-
ments in 1982, the amendment provides
for an increase in both the employer and
employee tax rate of 0.1 percent each.
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Mr. Chairman, many Americans of

retirement age are capable of working,
want to work, and are still valuable
members of the work force. This Con-
gress is working toward wiping away a
gross inequity to the Nation's elderly
with passage 0! legislation earlier this
year ,to end mandatory retirement for
most of the Nation's senior workers. We
should eliminate this inequity as well for
those who want to retire, continue work-
ing on a part-time basis and still retain
the full measure of social security bene-
fits that are rightfully theirs.

Mr. STANGELAND. Mr. Chairman, I
rise in support of my colleague's amenc-
ment which would remove the earnings
limitation on recipients of social security
benefits. I have always thought that it
was unfair to impose a limitation on the
amotnt of money which a retired person
receiving social security benefits could
earn. These workers have earned their
benefits and should receive them while
still being allowed to lead full, active,
and productive lives. This ceiling on
earnings discourages our older citizens
from continuing to contribute to our
economic well-being and limits the jobs
available to those who choose to work.

The earnings of these workers con-
tinue to be subject to social security
taxes, so there is no great loss to the
overall system. In addition, both Houses
of Congress have recently voted to raise
the mandatory retirement age in private
Industry to 70. Previously workers were
forced to retire at age 65 although many
had no desire to do so. Hopefully this
change in the age discrimination law
would allow millions of workers to con-
tinue their employment. This, of course,
would eliminate some of the financial
burden on the social security system and
would solve the problem for many who
do not choose to retire. But what about
those who have already been forced into
retirement? This amendment will assure
their equality under the law and rectify
what I consider to be an injustice.

Mr. ASHBROOK. Mr. Chairman, I rise
in strong support of the Ketchum
amendment. This amendment provides
for a gradual phaseout of the earnings
limitation on social security.

The current law allows up to $3,000 in
annual earnings. Every $2 earned by a
social security recipient beyond that
amount results in a $1 loss in benefits.

The bill before us today does improve
the situation. It would raise the limita-
tion to $4,000 in 1978 and to $4,500 in
1979. This is a step forward but I do not
believe tt goes far enough. In fact, I am
sponsoring a bill that would immediately
increase to $5,000 the amount of outside
earnings permitted each year without
deductions from benefits.

The high rate of inflation has been
especially difficult for older Americans.
They should not be penalized for work-
ing and trying to better their economic
status. After years of paying tnto the
social security system they are entitled
to full benefits, benefits that are right-
fully theirs.

I urge Congress to give a financial
break to our Nation's older Americans.
I urge the complete pha3out of the so-
cial security earnings lirrdtation.
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tRoll No. 704J
AYFS—268

Abdnor Emery
Alexander English
Allen Erlenborn
Aflibro Evans, Del.
Anderson. Evans. Os.

Calif. Evans, md.
Anderson. Ill. Pascell
Andrewe. NC. Fenwick
Andrews, Pindley

- N. Dak. ?teh
Applegate Pithian
Archer Flippo
Armstrong Flynt
Aahbrook Ford, TenD.
Badham Forsythe
Badillo Fountain
Bafalis Fowler
Barnard Frenzel
Baucus Prey
Bauman Puqua
Beard. RI. Oanflnage
Beard, Tenn. Gibbons
Bennett Oilman
Bevill Ginn
Biaggi Olickman
Blanchard Goldwater
Blouin 000dling
Boggs Gore
Bowen Gradison
Breaux Grassley
Brecainridge Ouyer
Brinkley Hagedorn
Broomfield Hall
Brown, Mich. Hammer-
Brown. Ohio schmidt
Broyhill Hanley
Buchanan Hannaford
Burgener Hansen
Burke. Pie. Harkin
Burleson. Tex. Barrington
Bur'on, John Harris
Butler Bertha
Byron Heckler
CaputO Hefner
Cederberg Hightower
Clausen, Hillis

Don H. Hollenbeck
Cleveland Bolt
Cochran Horton
Cohen Hubbard
Coleman Huckaby
Collins, Tex. Hyde
Conable Ichord
Conte Ireland
Corcoran Jeffords
Cornwell Jenrette
Coughlin Johnson. 0010.
Crane Jones, NC.
Cunningham Jones. Tenn.
D'Anloura Hasten
Daniel, Dan Kazen
Daniel, R. W. Kelly
Davis Kemp
de Ia GaTes Ketchwfl
Delaney Kindness
Derrick Krueger
Derwinskl Legomarsino
Devine Latta
Dickinson Leach
Dicks Lehman
Dornen Lent
Drinan Levitas
Duncan. Tenn. Livingston
Early Lloyd, Calif.
Edwards, Ala. Lloyd, Tenn.
Edwards. Okia. Long. Md.

Lott
Lujan
Luken
McClory
McDade
McDonald
McEwen
McKay
McKinney
Mad-igan
Markey
Marks
Marlez5e
Marriott
Martin
Mathia
Mattox
Michel
Mikulski
Miller, Ohio
Mitchell. N.Y.
Moakley
Molloban
Moore
Moorhead.

Calif.
Mottl
Murphy, N.Y.
Murtha
Myers. John
Myers, Michael
Natcher
Neal
Nichols
Oekar
Ottinger
Panetta
Pepper
Perkins
Pettis
Pike
Pressler
Pritchard
Pursell
Quayle
Quie
Quillen
Raball
Reilsback
Rangel
Regula
Rhodes
Rinaldo
Risenhoover
Roberta
Robinson
Roe
Rogers
Ronoalio
Rooney
Rose
Rousselot
Rudd
Runnels
Ruppe
Russo
San tini
Sarasin
Satterfield
Sawyer
Schroeder
Schulz.
Sebelius
Shipley
Shuster
Sikea

Simon
Skelton
Skubltz
Smith, Nebr.
Snyder
Solars
Spence
St Germain
Staggers
Stangeland
Stanton
Steers
Steiger
Studda
tump

White
Whitehurit
Whitley
Whitten
Wiggins
Wilson, Bob
Wilson, C. H.
Wilson. Tex.
Winn
Wolff
Wydler
Wylie
Yatron
Young, Alaska
Young. Fla.

Nix
Nolan
Nowak
Oberstar
Obey
Patt.en
Patterson
Pattison
Pease
Pickle
Poage
Preyer
Price
Reuss
Ricl*nond
Rod.lno
Rosenthal
Rostenkowski
Roybal
Ryan
Scheuer
Seiberling
Sharp
Sisk
Slack
Smith, Iowa
Spellman
Stark
Steed
Stokes
Stratton
Thompson
Thornton
Tucker
Udall
Jllman
Van. Deerlin
Vanik
Vento
Volkmer
Waxman
Weaver
Wirth
Wright
Yates
Young. Mo.
Young, Tex.
Zablocki
Zeferettl

system. It was never intended to do that.
I urge that we vote down this amend-
ment.

The CHAIRMAN. The question Is on
the amendment, as modified, offered by
the gentleman from California (Mr.
KETCHUM).

The question was taken; and the
Chairman being In doubt, the Committee
divided, and there were—ayes 25, noes
33.

RECORDED VOTE

Mr. KETCHUM. Mr. Chairman, I de-
mand a recorded vote.

A recorded vote was ordered.
The vote was taken by electronic de-

'Ice, and there were—ayes 268, noes 149,
not voting 17, as follows:

Mr. ULLMAN. Mr. Chairman, I have
no further requests for time, and I ask
for a vote.

(Mr. KETCHtJM asked and was given
permission to revise and extend his re-
marks.)

Mr. KETCHUM. Mr. Chairman, I
would like to close this debate with a
remark or two, and pending that let me
state to the body that I shall, when we
return to the House, ask unanimous con-
sent that all Members may have 5 legIs-
lative days in which to enter their re-
marks on this amendment.

I think what we have got to face up
to Is that we are living In changing
times. The social security system in 1935
addressed a totally different problem
than the social security system addresses
in 1977. As my friend, the gentleman
from Massachusetts knows, 35 years ago
we stormed the 'beaches of Guam. Things
have changed since then. Attitudes have
changed. People are living longer and
more productive lives. In that process of
change, while many of us are enjoying
the fruits of all those changes, those.in-
dlvlduals who are retired have not been
able to share in all those benefits.

It is one thing to stand here and talk
about wealthy doctors and wealthy law-
yers, but I say to my colleagues, do not
talk to the elderly rich in your districts,
talk to those people that this very Con-
gress discovered were eating dog food be-
cause they could not afford anything
else.

Certainly, there are going to be indi-
viduals who benefit from this amendment
that I wish would not benefit, but that
Is the way things are. We cannot draw a
bill which addresses one segment of so-
ciety in a program such as this.

What we are attempting to do Is ad-
dress the changing times. In 1935 we
were going through a Great Depression
and the object then of forcing individu-
als, If you will, to retire at the age of
65 was to remove them from the work-
force to make room for others. In those
days, everyone on the street wanted to
work.

I submit to my colleagues, you can
pick up the Washington Post or the
Washington Star and look at job after
job that Is open and available and no
one to fill them. These are jobs that these
senior citizens would like to fill. These
are the people whose productive capacity
Is still there. They have so much to offer
the United States, so much in expertise,
so much richness of experience, that it
Is a crime to deny them. To say on the
one hand that 65 Is a magic age, but
at age 72 it Is OK, earn anything you
want; rich doctor, rich lawyer, keep right
on practicing. because you can draw your
social security, but not if you are age
65, that Is a magic, magic age.

I ask you, I implore you, this amend-
ment Is balanced. There Is a price for
this amendment which we must pay and
which we must ask every working man
and woman In America to help pay.

I beg of you, pass this amendment. It
Is long overdue.

Mr. ULLMAN. Mr. Chairman, let me
just conclude by saying, what we would
be doing here would be getting into mas-
sive double dipping in the social security

Symms
Taylor
Thone
Traxler
Treen
Trible
Tsongas
Vander Jagt
Waggonner
walgren
walker
Walsh
Wampler
watkins
Weiss

NOES—149
AddabbO O.ydos
Akaka Oephardt
Ammerman Olaimo
Aflnunzio Gonzalez
Ashley Oudger
Aspin Hamilton
Baldus Hawkins
Bedell Beftel
Beilenson Holland
Benjamin Holtzman
Blngbam Howard
Boland Hughes
Bonior Jacobs
Bonker Jenkins
Brademas Johnson, C&lif.
Brodhead Jones. Okla.
Brooks Jordan
Brown, Calif. Kastenmeier
Burke, Calif. Keys
Burke, Mass. Kildee
Burlion. Mo. Kostmayer
Burton, Phillip Kreba
Carney LaFalce
Carr La PantS
Cavanaugh Lederer
Chlholm Leggett
Clay Long. La.
Collills, Ill. Lundine
Conyers McOormack
Corman McPall
Cornell Maguire
Cotter Mahon
Danielson Mann
Dent Mazzoll
Dlggs Meeds
Dingell Metcalfe
Downey Meyner
Duncan, Oreg. Mikva
Eckhardt Mllford
Edgar Miller, Calif.
Edwards, Calif. Mineta
Eilberg Minish
Kvans, 0010. Mitchell. Md.
Fary Moffett
Fisher Moorhead, Pa.
Flood Moss
Florio Murphy, Ill.
Foley Murphy, Pa.
Ford, Mich. Myers, Gary
Fraser Nedzi

NOT VOTING—17
Auooin Dodd Montgomery
BoIling Ertel O'Brien
Carter Flowers Stockman
Chappell Koch Teague
Clawson, Del Mccloskey Whalen
Dellums McHugh

The Clerk announced
pairs:

On this vote:
Mr. Teague for, with Mr. AuCoin against.
Mr. Montgomery for, with Mr. McHugh

against.
Mr. Carter for, with Mr. Dellums against.
Messrs. BARNARD, ROSE, FUPPO,

OTI"INGER, EMERY, JEFFORDS,
MURTHA, BAUCUS, LUKEN, MOAK-
LEY, STUDDS, and MARKEY changed
their vote from "no" to "aye."

Ms. HOLTZMAN and Mr. POAGE
changed their vote from "aye" to "no."

So the amendment, as modified, was
agreed to.

The result of the vote was announced
as above recorded.

AMENDMENT OFFERED ST MR. JENKINS

The CHAIRMAN. Under the rule, the
Chair recognizes the gentleman from
Georgia (Mr. JENKINS).

the following
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Mr. JINKINS. Mr. Chairman, I offer
au amendment.

The Clerk read as follows:
Amendment offered by Mr. Jzixnii:
Add to th table of contents the following

new title:
TITLE WIt—NATIONAL COMMIS8ION ON

SOCIAL SECURITY
Sec. 801. Establish a National Commission on

Social Security.
Add the following new title and section

ifter title VU:
TITLE vm—NATIONAL COMMISSION ON

SOCIAL SECURITY
SEc. 801. (a) (1) There is heThby estab-

lished a commission to be known as the Na-
tiona Commlsai n on Social Security (here-
Inafter referred to aa the OommIssion").

(2) (A) The Commlsion Bhall consist of—
(i) flve members to be appointed by the

President, by and with the advice and con-
sent of the Senate, one of whom shall, at the
time of appointment, be designated as
Chairman of the CommIasion

(Ii) two member8 to be ippointed by the
Speaker of the Hou8e of Representatives;
axd

(iii) two members to be appointed by the
President pro tempore of the Senate.

(B) At no time shall more than three of
the members appointed by the President,
one of the members appointed by the
Speaker of the ou8e of Representatives, or
one of the members appointed by the Pres-
ident pro tempore of the Senate be members
of the same political party.

(C) The membership of the Commission
shall consi8t of lndividual8 who are of rec-
ognized Btanding and distinction and who
pOsseBB the demonstrated capacity to d!s-
charge the duties imposed on the Commis-
sion, and shall include representatives of
the private Insurance industry and of re-
cipients and potential recipients of benefits
under the programs involved as well as in-
dividuaLs who capacity is based on epe.
cial knowledge or expertise in thoee pro-
grams. No Individual who iB otherwise an
officer or full-time employee of the United
States shall serve as a member of the Corn-
mission.

(D) The Chairman of the Comm1sion
shall designate a member of the Commis-
sion to act as Vice Chairman of the Com-
mission.

(E) A majority of the members of the
Commission shall con8titute a quorum, but
a lesser numbe? may conduct hearings.

() Members of the Commission shalt be
appointed for a term of two years.

(0) A vacancy in the Commission shall
not affect its power8, but aball be filled in
the same manned a8 that herein provided
for the appointment of the member r8t
appointed to the vacant potion.

(3) Members of the Commission shall
receive $138 per diem while engaged in the
actual performance of the duties vested in
the Commission. plus reimbursement for
travel, subsistence, and other necessary ex-
penses Incurred in the performance of Buch
duties.

(4) The Conhinission shall meet at the cafl
of the Chiarman, or at the call of a major-
ity of the members of the Commiaion; but
meetings of the Commission shall be bed
not less frequently than once in each cal-
endar month which begins after a majority
of the authorized membership of the Com-
mission has first been appointed.

(b) (1) It shall be the duty and function
of the Commission to conduct a continuing
study, investigation, ad review of—

(A) the Federal oIt-age. survivors, and
disability lnsura.nce program established by
title I! of the Social Security Act; and

(B) the health insurance programs s-
tablished by title XVIII of such ct.
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2) Sudli study, Investigation, and re-
view of such programs shall inc'ude (but not
be Umited to)—

(A) the fiscal status of the trust funds
established for the financing of such pro-
grams and the adequacy of such trust funds
to meet the Immediate and long-range finan-
cing needs of such programs;

(B) the scope of coverage, the adequacy
of benefits inc'uding the measurement of an
adequate retirement income, and the con-
ditions of qualLficatton for benefits provided
by such programs including the application
of 'the retirement income test to unearned
as well as earned income;

(C) the Impact of such programs on, and
their relation to, public assistance programB,
nongovernmental retirement and annuity
programs, medical eervlce delivery systems,
and national employment practices;

(D) any inequities (whether attributable
to provisions of aw relating to the estab-
lishment and operation of such programs, to
rules and regulations promulgated in con-
nection with the administration of such pro.
grams, or to administrative practioes and
procedures employed in the carrying out of
such programs) which affect substantial
numbers of individuals who e Insured or
Otherwise eligible for benefits under such
programs, including inequities and inequal-
ities arising out of marital status, sex, or
similar classlflcations or categories;

(E) posaible alternatives to the current
1ederil programs or particular aspects there-
of, including but not limited to (i) a phas-
ing out of the payroll tax with the financing
of such prograxns being accomplished in some
other manner (including general revenue
funding and the retirement bond), (ii) the
establishment of a system providing for
mandatory participation in any or all of the
Federal progr3ms, (iii) the integration of
such current 1'ederal programs with private
retirement programs, and (iv) 'the establish-
ment of a system permitting covered indi-
viduals a choice of public or private pro.
grams or both: and

(p') methods for effectively implementing
the recommendations of the Commission.

(3) In order to provide an effective oppor-
tunity for the general public to participate
fuily in the 8tudy, investigation, and review
under this section, the Commission, in con-
ducting Buch study. investigation, and re-
view, shall hold public hearings in as many
different geographical areas of the country aa
possible. The residents of each area where
such a hearing is to be held shall be given
reasonable advance notice of the hearing and
an adequate opportunity to appear and ex-
press their views on the matters under
consideration.

(c)(1) No later than four months after
the date on which a majority of the author-
ized membership of the Commission is ini-
tially appointed, the Commission shall sub-
mit to the President and the C3ngress a
special report describlug the Commission'e
plans for conducting the ttudy, investigation,
and review under subsection (b), with par-
ticular reference to the scope of such study,
investigation, and review and the methods
proposed to be used In conducting it.

(2) At or before the close of each of the
first two years after the date on which a
majority of the authorized membership of
the Commission shall submit to the Presi-
dent and the Congress an annual report on
the study. investigation, and review under
subsection (b), together with its recom-
mendations with respect to the programs
involved. The second such report shall con-
stitute the final report of the Commission
on such study, investigation, and review, and
shall include its final recommendations and
upon the submission of such thial report the
Commission shall cea8e to exist.

(d) (1) The Commission shall appoint an
Executive Director of the Coznm1sion who
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shall be compensated at a rate fixed by. the
Comm11on, but which shall not exceed the
rate established for level V of the Executive
Schedule by title 5, United States Code.

(2) In addition to the Executive Director.
the Commission shall have the power to
appoint and fix the compensation of such
personnel as it deems advisable, in accord-
ance with the provisions of title 5, United
States Code, governing appointments to the
competitive Bervice, and the provisiong of
chapter 51 and subchapter UI of chapter 53
of such title, relating to classification and
General Schedule pay rates.

(e) In carrying out its duties under this
8ection, the Commission, or any du]y author.
Ized committee thereof, is authorlzd to hold
such hearings sit and act at such times and
places, and take such testimony, with re-
spect to matters with respect to which it has
ft responsibility under this section, as the
Commission or such committee may deem
sdvisable. The Chairman of the Commission
or any member authorized by him may ad-
minister oaths or affirmations to witnesses
appearing before the Commission or before
any committee thereof.

(f) The Commission may secure directly
from any department or agency of the
United States such data and information as
may be necessary to enable it to carry out its
duties under this section. Upon request of
the Chairman of the Commission, any Buch
department or agency shall furnish any such
data or information to the Commission.

(g) The General Services AdminIstration
shall provide to the Commission, on a reim-
bursable basis, such administrative support
services as the Commission may request.

(h) There are hereby authorized to be ap-
propriated such sums as may be necessary
to carry out this section.

(i) It shall be the duty of the Health In-
Burance Benefits Advisory Council (estab-
lished by section 1867 of the Social Security
Act) to provide timely notice to the Com-
mission of any meeting thereof, and the
Chairman of the Commission (or his dele-
gate) shall be entitled to attend any such
meeting.

Mr. JENKINS (during the reading).
Mr. Chairman, I ask unan1nous consent
to dispense with further reading of the
amendment and that it be printed In the
RECORD.

The CHAIRMAN. Is there objection to
the request of the gentleman from
Georgia?

There was no objection.
The CHAIRMAN. The gentleman from

Oeorgla (Mr. JENKINS) will be recognized
for 15 minutes, and the gentleman from
Oregon (Mr. ULLMAN) will be recognized
for 15 mInutes.

The Chair recognizes the gentleman
from Oeorgla (Mr. JENKINS).

Mr. JENKINS. Mr. Chairman, I yield
4 minutes to myself and ask permission
to revise and extend my remarks.

During the consideration of H.R. 9348
by the Ways and Means Committee on
which I serve, I proposed this amend-
ment to create a National Commission
on Social Security. It failed there on a
17-'to-17 tie vote. However, feUow mem-
bers, both Democrtic and Republicn,
have urged me to offer this amendment.
I believe it will have the support of a
great majority in this Chamber.

The reason that I Introduced the
amendment was the paucity of informa-
tion on the various proposals for the
long-term financing of our social secu-
rity programs. There is little doubt that
H.R. 9346 addresses only the short-term
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financial needs of these programs. X be-
lieve that the Congress must soon find
solutions to the long-term problems. In-
deed, if this Congress raises the taxes
on American citizens, as this bill pro-
poses, to finance the programs between
1978 and 1985, I think it Is equally Im-
portant to assure our taxpayers thatwe
intend to maintain a viable system
through long-term solutions.

I have come to the Congress without
much confldence In study and advisory
councils. Too often they serve little use.
However, as a member of. the committee
which has debated the intricate and
complex Issues in social security, I am
convinced that a high level, nonpartisan,
Independent Commission with the man-
date to work quickly and report to the
Congress would well serve the Nation. In
its entire history the system has never
been studied by an independent group.
Previous studies have been entirely by
the administration without a broad
scope or outlook for Innovative financing
methods.

Th my judgment the study is necessary
If the Congress is going to enact neces-
sary long-term solutions to retirement.
survivorship, disability, aid health in-
surance programs. I urge your support.

Let me add that creation of this Com-
mission is not an original idea. It is the
composite idea of many Members of
Congress. Mr. LEVDXAS, my friend and
senior colleague from Georgia, intro-
duced aslmilar measure in the last Con-
gress and earlier in this session. Our
friend, Mr. STEIGER of Wisconsin, has in-
troduced sftnllar legislation and urged
Its enactment.

The Commission is a basic first step
in ourS providing assurance of the long-
term existence of social security.

Mr. ULLMAN. Mr. Chairman, will the
gentleman yield?

Mr. JENKINS. I yield to my distin-
guished chairman, the gentleman from
Oregon.

Mr. ULLMAN. Mr. Chairman. I want
to commend the gentleman from Geor-
gia for all the work he has done on this,
and I know the gentleman from Wiscon-
sin (Mr. STEIGER) on the other side has
worked hard as the gentleman from
Oeorgla has.

The committee did not vote to include
this matter in the bill. I have no strong
feelings about it. If properly constituted,
the Commission might work out very
well. I hope maybe we could 1imlt debate
on this and get to a quick vote.

Mr. JENKINS. Mr. Chairman, I thank
the chairman for his support.

Mr. LEVITAS. Mr. Chairman, will the
gentleman yield?

Mr. JENKINS. I yield 4 minutes to the
gentleman from Georgia (Mr. LEVITAS).

(Mr. LEVITAS asked and was given
permission to revise and extend his re-
marks.)

Mr. LEVITAS. Mr. Chairman, I thank
my colleague, the gentleman from Geor-
gia (Mr. JENKINS), for yielding.

Mr. Chairman, takJg the admonlton
of the chairman of the Ways and Means
Committee. I will not prolong the discus-
sion of this matter, but I think a few
comments are in order because this is an
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extremely Important amendment that
my colleague, the gentleman from Geor-
gia (Mr. JENKINs), has offered. Several
weeks ago I asked my colleague from
Georgia, who serves on the Ways and
Means Committee, if he would offer the
National Commission amendment during
the committee proceedings. It was a con-
cept I had been working on for 2 years
and I felt with his assistance we could
get the job done. Ee agreed and diligently
pursued the cause until we are nOw about
to make this Important decision.

Mr. Chairman, I do not see how we
as responsible Members of Congress could
consider passing another social security
tax increase, another Band-Aid-and-
Mercurochrome approach to shore up
the system, without at the same time
giving the American people some hope
or some opportunity or some means by
which to believe that a fundamental,
long-term comprehensive consideration
for change in the entire social security
system will be forthcoming for the
future.

We simply caiinot continue to deal
with the problem of finances of social
security from 1 year to another. We sim-
ply cannot try to take care of universal
coverage on the one hand or earnings
limitation on the other on a piece-by-
piece approach. There are more funda-
mental questions about social security
that must be asked and must be asked
by people who will not just sit in the
social security offices in Baltimore and
contemplate, but who will go out across
America and taik to the retired people,
and to the widows, and other bene-
ficiaries and find out what is wrong with
that system as far as their benefits are
concerned, and, by the same token, ta'k
with and listen to the wage earners, self-
employed people, and to the businessmen
employers who are contributing to this
present system and find out from them
what its problems are and what it means
when we get to the point where over 8
percent of a person's earnings matched
by employer payments are going into
thi.s system with all of Us existing
inequities.

I think the time has flirnily come—and
today we reach an extremely Important
milestone—for the first time a blue rib-
bon. bpart1san NaUonal Commission,
independent of HEW, will come into ex-
istence, appointed by the President of
the United States, the Speaker of the
House. and the President pro tempore of
the Senate to ask those fundamental
questions and make bold, innovative
recommendations for the new future of
survivorship, retirement, and disability
programs.

Mr. ROUSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. LEVITAS. I yield to the gentle-
man from California.

Mr. ROTJSSELOT. I appreciate the
gentleman's yielding. I know that the
gentleman from Georgia who is now
speaking has been a strong advocate of
keeping the number of commissions to
a minimum, and I, too, have tried to
follow that general rule. But we need a
blue ribbon commission to study alter-
natives to the present socai security sys-
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tem. I think the structure of this com-
mission suggested by our other colleague,
the gentleman from Georgia (Mr. JEN-
KINs) is a good one. It assures that this
commission must produce a product
wIthin 2 years; that the members of the
commission are to be appointed by the
House of Representatives, the Speaker,
the President pro tempore of the Sen-
ate, the executive branch; that it in-
clude the private insurance industry as
well as potential beneficiaries; that it is
to be independent of the bureaucracy
downtown and not fully dependent on
the social security system itself; and
that there are built into this amend-
ment clear guidelines, rules and regu-
lations, and recommendations, to report
back to the House of Representatives
and the Senate. I, too, agree with the
gentleman from Georgia (Mr. JENICIN5)
the gentleman from Wisconsin (Mr.
STEIGER), and the members of the com-
mittee—that we need a strong and In-
dependent commission to do positive and
constructive work in many areas.

Let me explain: We are only beg!n-
ning to get a glimpse today of some of
the drastic effects social security has
brought about on our lifestyle—on sav-
ings, capital formation, Jobs, and eco-
nomic growth. Many of these effects were
never anticipated b the authors of so-
cial security and they are Imperfectly
understood today. Any government ac-
tion which impinges on our freedom of
choice and creates inefficiency ought to
be reexamined. Let me give the House
just a few examples.

When social security was enacted in
1935 half of the male populaUon over
age 65 was in the labor force. Today the
figure ts only 1 in 5 or 20 ercent. The
social security program, however, was
not designed to discourage or penalize
older working Americans. It was sup-
posed to provide a modest supplement to
the income of retired workers in com-
merch and industry. Professor Boskin of
Stanford estimates that approximately
two-thirds of the decline in the over-65
work force—one-third of those over 65—
can be attributed to the benefit structure
and earnings test of socia' security. This
is wrong. We should not be biased against
work. We should not discriminate against
the aged. We should leave individuals
alone to choose to work or not to work—
unimpeded by Government. The national
Social Security Commission will investi-
gate how to make retirement a simple
matter of individual choice.

Arother example: Social security has
replaced private savings and thereby de-
creased investment, capital formation,
and economic growth. According to Dr.
Feldstein of Harvard, the working popu-
lation of this country makes its decision
on how much to save and how much to
consume on the basis of its expectations
of future income. Citizens prepare for
their own retirement by setting aside
a part of their earnings. Private savings
are invested, they earn a rate of return,
and the holder of the investment event-
ually lives off the principal and the in-
terest. The average wage earner today
treats his social security -taxes as a
pension investment and reduces his pri-
vate savings accordingly.
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Unfortunately, social security does not
invest what It collects but spends Its re-
ceipts on present benefits. The resulting
reduction in total investment in the
American economy causes capital for-
mation to be less than It would otherwise
be. Less capital per worker leads to lower
productivity, lower wages, and higher
unemployment—less of everything for
everyone. We have created a bias against
the traditional American virtue of. thrift
and against our historical emphasis on
economic growth. The national Social Se-
curity Commission will study how to
make savings once more a matter of in-
dividual choice.

Yet another example: social security
baa combined social Insurance with so-
cial welfare and has created capricious
transfers in Income. As Joseph Pechman
of the Brooklngs Institution has pointed
out, this results in n inequitable distri-
bution of the tax burden. Social security
taxes the young in order to distribute
benefits to the aged, irrespective of need.
The aged are not automatically poor, and
welfare should only go to the poor. So,
too, a social Insurance system should be
tied directly to contributions, and each
should receive benefits according to his
share of the fund. Using funds from an
Insurance fund to pay for welfare results
In a regressive tax scheme.

Furthermore, the current insurance
aspects of our social security system are
not tied directly to an individual's con-
tributions at all. Social security is like a
generatiozial chain letter, with each gen-
eration paying for the preceding genera-
tion's benefits. Because of demographic
changes, some generations are going to
have to pay higher taxes than others.
Contrary to the intent of the law, socifti
security capriciously transfers income
from the young to the old from lower
and middle inàome taxpayers to poor
and rich beneficiaries, and from less
populous to more populous succeeding
generations. 'the National Social Se-
curity Commission will study how the
Insurance aspects of social security may
be fully funded, and how the welfare
and insurance components may be sep-
arated. We need to give our citizens the
opportunity to freely determine their
own welfare without depending on the
future tax dollars of future taxpayers.

We need to study how the social se-
curity system may become voluntary for
those in the labor force. We need to study
how social security may return the de-
cision to save and consume to the in-
dividual. We need to study the effects of
social security on attitudes toward work,
retirement, and the family, and how we
can make those attitudes a matter of
free choice. We need to study how the
Insurance aspects of social security may
be fully funded, and how the welfare and
Insurance components of the system may
be separated. In essence, we need to give
our citizens the opportunity to freely de-
termine their own welfare, and the Na-
tional Commission on Social Security
should tell us how to do it.

Mr. JOHN L. BURTON. Mr. Chairman,
will the gentleman yield?

Mr. LEIJITAS. I yield to the gentle-
man from California.
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Mr. JOHN L BURTON. I thank the
gentleman for yielding.

Is there anything in this amendment
that says atter the Commission makes its
reports that Congress is going to do any-
thing except look at it and say, "We did
not do that; It Is politically not feasible?"

Mr. LEVITAS. No. The National Com-
mission cannot legislate, but what the
National Commission can do Is for the
first time have the mandate and tools
to fully and thoroughly examine the en-
tire social security system, and in mak-
big Its recommendations . go into those
Issues that we have feared to go Into
for so long. We need to ask ques Aons
about general revenue funding, about the
rule of private insurance programs and
pilvate sector operation, among other
such questions that people have feared
to ask about the social security sacred
cow. I believe that when the American
public realizes that there Is some hope
that we will make some fundamental
changes, then the American public will
demand that the Congress must act, and
when the public speaks loudly, the Con-
gress jumps.

Mr. JOHN L BURTON. If the gen-
tleman will yield further, the social se-
curity system Is really only one part of
the whole pension system in the country.
Now that the President Is going to ap-
point a Commission to study the entire
pension system, we will go for this Com-
mission, which probably we should have
done 4 years ago because of all of the
tax increases that are going to be in
this one. But Is there going to be some
kind, of coordination?

Mr. LEVITAS. Yes.
Mr. JOHN L. BURTON. Because if we

were sfrald to even go into the issue, I
can Imagine how well we are going to do
when they come back with the solution.

Mr. LEVITAS. Let me respond. The
gentleman from California makes a good
point. Two and a half years ago when I
first introduced legislation to create thIs
National Commiclon and again this year
I introduced the bill again with over 65
other Members of this body who are
strongly in support of this proposal, I
said that then—2 years ago—was the
time to do this job and we did not need
to come up to this point of financial
crisis in order to create a National Com-
mission; but we did not do It then. We
seems to require a Crisis to prompt us to
act.

As part of this particular National
Commission provision, the National
Commission Is mandated to look at other
retlremezt programs and how they re-
late to social security and to the Com-
mission which .the President Is going to
appoint on all other retirement matters
and there can be a perfect Interface
with thIs National Commission on Social
Security.

Mr. JOHN L. BURTON. Has it been
checked out due to the unique nature of
tills Commission, that Is, appointments
by the Congress, the Speaker, the Presi-
dent pro tempore, and the President; are
we going to run Into any problems under
the Buckley against Valeo case, as we did
on the Election Commission?

Mr. LEVITAS. I do not Wink so. That
dealt with actual rulemaking and regu-
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latory powers. The National Commission
does not have rulemaking or regulatory
powers.

Mr. JOHN L. BURTON. The type of
power they have Is such that would not
be an Issue?

Mr. LEVITAS. No it would not. I urge
support for thIs amendment.

Mr. WATKINS. Mr. Chairman, will
the gentleman from Georgia yield, so I
can ask the author of the amendment a
question?

Mr. JENKINS. I yield to the gentle-
man from Oklahoma.

Mr. WATKINS. Mr. Chairman, does
this Commission request also take into
consideration a study of the Social Secu-
rity Office?

The CHAIRMAN. The time of the
gezitleman from Georgia (Mr. JzNxnis)
has expired.

Mr. JENKINS. Mr. Chairman, I yield
myself 2 addItional minutes.

I yield to the gentleman from Okla-
homa (Mr. WATKINS).

Mr. WATKINS. Mr. Chairman, did the
gentleman get the question?

Mr. JENKINS. Would the gentleman
repeat the question?

Mr. WATKINS. Will thIs Commission
take into Consideration the delivery sys-
tem or the problems of social security
offices in trying to provide these services?

Mr. JENKINS. Yes. There will be an
in-depth study of the entire social
security system.

Mr. Chairman, I yield 2 minutes to
the gentleman from WIsconsin (Mr.
SrsIGER).

Mr. STEIGER. Mr. Chairman, I am
not much for commissions, either, but I
must say as I looked at this problem and
dealth with it for some time, the very
points that the gentleman in the well,
the gentleman from California, some-
what earlier was making and also made
by the gentleman from Georgia (Mr.
LEYITA5), it seems to me a very real rea-
son why the Commission Is a good Idea.
Most importantly, because It Is man-
dated to go beyond the social security
advisory committee that does exist under
the law although the one that Is sup-
posed to be apointed has not been ap-
pointed; but while they have looked at
the social security system they have been
rather myopic. That Is all they have
looked at from the standpoint of how
do you do the best job for the system.

Retirement Is not Isolated to social
security. It affects IRA's, Keogh's, and
private employer systems and It Is that
which the Commission should address
itself to. What Is the relationship be-
tween all these various pension systems
that we have; what Is the relationship
in terms of where we go In thIs country,
in terms of retirement policies?

Mr. Chairman, I commend the gentle-
man from Georgia for the gentleman's
leadership and for the gentleman's very
active pursuit of this concept. I think the
Commission Is worth the price and It Is
worth establishing. I am delighted to
support it.

Mr. JENKINS. Mr. Chairman, I
reserve the balance of my time.

Mr. ULLMAN. Mr. Chairman, I am
not going to take a great deal of time.
As has been indicated, as far as I am
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personally concerned, the amendment
makes some sense. If it Is properly
handled, it can be a very productive
operation.

There has been some comment that
somewhere along the line the Social
Security Subcommittee and the Com-
mittee on Ways and Means has not lived
up to its responsibilities. I think that is
not the level where the studies ought to
be made. There ar many factors wholly
beyond our control. There are great de-
mographic changes taking place •in this
country and we need to look at them. I
think that Is where the focus ought to be.
There are changes In our whole concept
of retirement that we need to look at.

As the gentleman from Wisconsin said,
the interrelationship between all of the
pension programs, private and public
pension programs, and the programs of
social security need to be looked at. The
study will obviously also include whether
every American ought to be paying into
the program or not.

So, I think that by broadening the di-
mensions of this study it can be very
helpful to us. I would hope that If we
adopt it, the commission Is able to orga-
nize and get to work quickly on a sub-
Ject that Is terribly Important for every
American.

Mr. CONABLE. Mr. Chairman, wiIl'the
gentleman yield?

Mr. ULLMAN. I yield to the gentleman
from New York.

Mr. CONABLE. I am unenthusiastic,
Mr. Chairman, about another study,..but
If the study does have the effect of going
beyond the normal subject matter of the
Advisory Council on Social Security,
which has studied this subject in a nar-
row sense often, and frequently made
recommendations that this Congress
has ignored, I also must conclude that
such a study would not do a great deal of
harm. I am cheerful about any decision
made by this body. I think I probably
will vote for the study, but I wanted the
Members to know that there has been a
great deal of study of this subject al-
ready.

Mr. ULLMAN. Let me say that in ac-
cepting this study, I think it Is of ex-
treme Importance that it be properly
constituted, with the best staff available
in this country; that we take the prob-
lems seriously. I have served on commis-
sions. Ordinarily it takes a year or 18
months even to get organized. I hope
that Is not the case here. I hope we can
move expeditiously get the proper staff-
ing, and have this commission do what
we all expect it to do; that is, look at the
whole gamut of retirement and make, in
fact, recommendations that will insure
that we can move toward a future social
security system into the next century.

Mr. ROUSSELOT. Mr. Chairman, will
the gentleman yield?

Mr. ULLMAN. I yield to the gentleman
from California.

(Mr. ROUSSELOT asked and was
given permission to revise and extend his
remarks.)

[Mr.. ROUSSELOT addressed the
Committee. His remarks will appear
hereafter In the Extensions of Remarks.]

Mr. ULLMAN. Mr. Chairman, I yield
back the balance of my time.
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<Mr. JENKINS asked and was given
permission to revise and extend his ie-
marks.)

Mr. JENKINS. Mr. Chairman. I yield
back the balance of my time.

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from Georgia (Mr. Jsmcnrs).

The amendment was agreed to.
Mr. FUQUA. Mr. Chairman, I reluc-

tantly rise in opposition to H.R. 9346. I
say "reluctantly" because I am fully cog-
nizant of the massive problems confront-
ing our social security system and the
great need for action If we are to pro-
tect the integrity of social security.

This bill, however, takes a "band-aid"
approach to the problem and will not, in
the lorg-run, solve the problems. I op-
pose it even as a stop-gap measure be-
cause I recognize that if this bill passes
many people will assume that the prob-
lems have been solved and this is sImply
not the case.

We cannot continue to raise taxes on
employers and employees in an effort to
keep social security afloat. The working
man and woman is hard pressed as it is
without 'having additional amounts
deducted from his or her paycheck and
employers will be left with no recourse
but to raise the price of goods and serv-
ices and this would be counterproductive
to our drive to stimulate the economy.

It is my belief that the committee's
work on this legislation was rushed and
I do not feel that adequate consideration
has been given to other proposals as to
hOw best assure the solvency of social
security. One approach I favor is the
removal of disability payments from the
social security system.

For many years social security worked
well and it was only when additional
burdens were added that the problems
begun. As a matter of fact, experts in
the field tell me that the removal of
disability would, by itself, place social
security back on its feet again.

Disability payments must be recog-
nized as a national problem which we,
as a society, must solve and I propose
that disability payments be made from
general revenue rather than tapping the
very limited resources of the social secur-
ity trust fund.

Additionally, we should consider the
possibility of a short-term infusion of
funds from general revenue to make up
for the losses already incurred from ad-
ministration of disability.

This proposal deserves the most seri-
ous consideration by the House Ways
and Means Committee and I believe it
would be in the best interest of the Na-
tion If we return this bill to the commit-

-for their further consideration.
Mr. ASHBROOK. Mr. Chairman, I am

deeply concerned by the committee's
recommendation of mandatory social
security coverage for Federal, State, and
local government employees. This Is a
bad idea and it should be rejected.

The issue of mandatory coverage has
great significance for millions of Ameri-
cans. Approxlmktely 2.6 million Federal
employees and 4 million State and local
government workers would be affected
by this legislation. I do not believe that
the proposed change is fair to tl3ese
people.
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Enactment of the Ways and Means
Committee proposal would add an ele-
ment of uncertainty. Could the social
security system and the other govern-
ment retirement systems be integrated
In an equitable manner? Would people
In the other retirement systems lose some
of the benefits they have been promised?
What rules would apply?

There are, of course, no answers to
these Important questions. Nevertheless
we are urged to plunge head first into
uncharted territory. Again, this Is not
fair to the local, State and Federal gov-
ernment employees who have such a
great stake in this matter.

I also want to point out that since 1950
State knd local governments have had
the opportunity to bring their employees
under social security. About 70 percent
have availed themselves of that oppor-
tunity. The other State and local gov-
ernments decided that it was not in their
best interest to come under the plan.
It is wrong for Congress to now override
these local decisions and Impose uni-
versal coverage, especially without a
thorough study of the ramifications. This
is one more example of unnecessary Fed-
eral intrusion into State and local affairs.

What we really have here is kn at-
tempted temporary bailout of the social
security system. That system does face
some difficult financial times ahead.
Mandatory social security coverage of all
Federal, State, and local government em-
ployees, however, is not the right way of
solving the problem. It is merely a band-
aid approach to a serious situation.

Let us be honest. One of the key prob-
lems is that social security has been
turned Into something i was never in-
tended to be. Too many have tried to
make a welfare plan out of it rather than
carrying out its original purpose. And
now we are being urged to bail out the
social security systen with other people's
retirement plans. We are being urged to
tamper with the pensions of local, State,
and Federal workers rather than make
hard decisions regarding the social
security system.

People who have paid Into their own
retirement systems deserve to receive the
benefits they have been counting on.
They should not have to risk these bene-
fits because of unwise governmental ac-
tions. They should be allowed to get the
benefits for which they have worked.

I strongly urge the defeat of the man-
datory social security coverage provision.
It Is a sImple matter of fairness.

Mr. OTrINOER. Mr. Chairman, today
we are considering H.R. 9346, a bill de-
signed to restore the short-range and
long-range financial soundness of the
social security system and make other
Improvements In the system. Since public
support for the program depends on con-
fidence In its solvency, we must act now
to restore financial integrity to the pro-
gram and assure people that their social
security protection is secure. This bill
Is very complex but it does assure the
solvency of the programs of the social
security system. Therefore, while I have
some very strong objections to certain
provisions of HR. 9346, I will vote for
final passage of this bill.

My overriding concern is the increase
In the payroll tax. In testimony before
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the Social Security Subcommittee In
July, I stressed my strong desire to avoid
Increasing the payroll tax which already
places a staggering burden on low- and
middle-Income workers—the bbckbone
of this country. These workers pay the
majority of our taxes, a disproportionate
share, yet receive none of the benefits of
the programs for which they pay. They
are the most disillusioned of our voters.
Placing further burdens on them Is a
travesty.

We have gone too far already In tax-
ing low- and middle-Income workers for
social security. In 1937, the social secu-
rity tax rate was 1 percent on a maxi-
mum base of $3,000, resulting in an an-
nual tax of $30 or less. In 1977, at the
rate of 5.85 percent, on the maximum
base of $16,500, the tax is $965.25—a 3,000
percent Increase. In fact, half the work-
ers in the United States pay more In so-
cial security tax than they do in income
tax.

Unfortunately, under the committee
bill social security taxes are Increased
beyond those rates scheduled in existing
law. An individual earning $15,000 an-

• nually now pays a Bocial security tax
of $877.50. Under this bill, the tax on
$15,000 will be increased to $987.50 in
1981, and $1,012.50 in 1985. When you
consider a typical person earning $300
per week has total payroll deductions—.
social security and Federal income tax—
of approximately $68 per week, with a
total take home pay of only $231 per
week the injustice of further payroll de-
ductions is apparent. Under this bill the
deductions would Increase and it Is easy
to see the reasons for distress.

Mr. Chairman, I would far prefer to
use general revenues to finance part of
the social security system. Thes.e reve-
nues are generated by personal and.
corporate Incomes taxes which are pro-
gressive in nature and therefore the low-
and middle-income workers are not
forced to carry such a disproportionate
share of the load. H.R. 9346 allows
standby authority for automatic loans
from the general revenues to the trust
fund whenever assets at the end of the
year drop below 25 percent of annual
outgo. However, If this borrowing au-
thority is used, payroll tax rates will be
temporarily increased to repay the loans.
There is therefore really no resort to
general revenues in this financing
scheme. I will vote for this measure be-
cause of the urgency involved, but I am
very dissatisfied with the financing route
chosen by the Ways and Means Com-
mittee.

I have the same conflict with the earn-
ings limitations provisions. I strongly
support the increase in the earnings Urn!-
tation for social security beneficiaries.
This is long overdue. However, the limits
are still too low—they should be elimi-
nated altogether—and the cost of this
very modest increase should not be tied
to an increase in the payroll tax.

Finally, the most controversial provi-
sion of this bill—future universal social
security coverage—has caused much con-
cern, especially among the Federal Gov-
ernment workers affected. I think this is
due largely t the fact that the details
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of universal coverage have not been
worked out.,

There has been a lot of misinformation
about what this bill does and does not do
regarding the present civil service retire-
ment program. HR. 9346 does not re-
quire that the Federal civil service retire-
ment system be merged with social se-
curity or authorize the transfer of any
funds from the Federal program to social
security as widely stated; nor does it
change any of the rights or benefits
earned by employees under Federal,
State, local or private retirement plans.

In fact, a provision of the bill requlreq
that any plan for coordinating Federal
retirement with social security shall In-
sure that Federal employees would not be
worse off in respect to coverage protec-
tion or the amount of contribution re-
quired of them. This protection is essen-
tial. Employees certainly are entitled to
receive the benefits they were promised
at the time they were hired as well as any
improvements made in benefits during
their working careers.

Clearly, If universal social security
coverage were to be mandated, at some
future time Congress would have to ad-
just the Federal civil service retirement
program to take account of the new social
security coverage in order to eliminate
duplicative contribution requirements—
5.85 percent of salary for social security
and 7 percent for civil service retirement.
Therefore the bill requires the Depart-
ment of Health, Education, and Welfare,
In conjunction with the Civil Service
Commission, to put together a plan by
January 1, 1980, on how the social secu-
rity system can be coordinated with the
civil service retirement system—in other
words, how the federal system can be
converted into a supplementary retire-
ment program, as private pension plans
are now.

Coordinating these two systems—social
security and civil service retirement—
would require a great deal of careful
attention. Indeed it would be a very com-
plex task. But these adjustments have
been made in hundreds of companies
where private pension plans are coordi-
nated with social security payments. For
Government workers, as for millions of
other workers, social security can pro-
vide broader coverage than Federal em-
ployees now receive plus full retirement
benefits.

I believe universal social security cov-
erage is fair and right and will result in
added benefits for Government and vol-
untary agency workers. However, I will
support the Fisher amendment, only be-
cause the risks and benefits of coordina-
tion have not been spelled out and I don't
believe it is fair to ask Federal workers
to buy a plan the details of which are not
available.

Congressman FIsHER's amendment
eliminates the 1982 mandated coverage
of Federal, State, and local government
employees. It requires that a plan for
coordinating the systems be developed
before Congress sets a date for extending
coverage to all workers. Representative
FISHER Is not opposed to universal cover-
age some time in the future; his amend-
ment merely requires, quite properly,
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that a plan should be worked out before
a decision is made.

In conclusion, Mr. Chairman, I am vot-
ing for H.R. 9346 to assure the financial
soundness of the social security program,
but very reluctantly because of the harsh
effects of the payroll tax on middle-
income Americans.

Mr. r)RrNAN. Mr. Chairman, if social
security coverage is to be required of all
Federal employees as -well as State and
local government employees and those
employees of nonprofit organizations not
presently participating in the system,
logic and commonsense would seem to
require that careful study of such
mergers be made before we mandate
universal coverage. H.R. 9346 calls for
universal coverage by 1982 but does not
say how these retirement plans will be
restructured under a merger with the
social security program. Millions of
workers would be affected and they have
many questions which not even Members
of Congress can answer at this time.

The Fisher amendment which would
remove the requirement that universal
coverage be accomplished by 1982 puts
us back in the responsible position o
legislating on the basis of careful study
and discussion and not in a vacuum.
Bringing Federal employees including
Members of Congress into the social se-
curity system may or may not be a good
idea; hopefully the study which will be
due in 1980 wIll provide the information
needed before a decision of this signifi-
cance can be made.

The inclusion of State and local gov-
ernment employees raises a number of
constitutional issues which must be ad-
dressed particularly in view of the 1976
Supreme Court decision in National
League of Cities against Usery. In that
decision the Court held that the Con-
stitution did not delegate to Congress
the authority to regulate the employer-
employee relationships of State govern-
ments and their subdivisions.

The many problems and possible ob-
stacles in bringing about universal cov-
erage merit careful and responsible de-
liberation. By adopting the Fisher
amendment we will dispel the alarm felt
by the millions of workers whose re-
tirement systems might be affected.

Mrs. LLOYD of Tennessee. Mr. Chair-
man, although the action taken by the
House today in approving amendments
to the Social Security Act recognizes the
need to address both the long- and
short-term weaknesses in the financing
of the trust fund, I cannot accept the
position taken by the majority that the
only solution to this financial instability
is to increase the taxes paid into the
fund by both individuals and employers.
Rather than attempt to patch over the
problems of the social security fund,
the Congress must examine the under-
lying objectives which the social security
system was designed to meet, and the
ever expanding array of social welfare
programs which have been anpended to
those basic objectives. Because we have
not given sumcient attention to the un-
derlying causes of the weakness in the
trust fund, I felt compelled to oppose
this measure today. I am hopeful that
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with the opportunity to work from a
base constructed by the House, the Sen-
ate will be able to fashion a bill which
more adequately meets the present
needs of the social security system.

As originally conceived in 1935. the so-
cial security system was intended to be
an Insurance program for the elderly.
Today, the system provides a wide ranse
of benefits, including survivors', disabil-
ity, and hospital payments, to 33 mIllion
people. While It is apparent that the
current structure of the social security
system can adequately support the In-
come security programs for the retired
and survivors' benefits, it is equally
clear that the fund cannot co.itinue to
support the nonretirement programs
which now overburden the social security
system. I do not deny the fact that the
benefits provided, through these pro-
grams are essential and should be sup-
ported by Government funding. However,
the legislation passed today falls to sepa-
rate the nonretireinent programs from
the traditional benefits of the social se-
curity system. By funding these addition-
al programs out of general revenues,
where they properly belong, the Congress
could protect both the fiscal stability of
the social security trust fund, and avoid
excessive increases in the social security
tax rate and wage base.

This bill will raise the marginal tax
rates of all Americans; not only the mid-
dle class, but also the low-income and
wealthy Americans on top of the heavy
burden of taxes already being paid. In
its present form, this bill will result In
a drain of $55 billion from consumers to
tax revenues. In addition, employers will
be required to pay an even larger share
of the taxes than employees. This will
only force a limit to the growth In em-
ployment which would further reduce tax
revenues for the system and increase the
demand for benefits to meet the non-
retirement programs.

A particularly undesirable provision of
this bill permits General Treasury funds
to be borrowed to eliminate deficits in the
social security system. Elimination of this
provision, which I supported, would have
maintained the insurance status of the
social security system and prevented the
growth in welfare programs thereby re-
enforcing the original purpose of the sys-
tem. The standby authority In the bill
appears to be a reasonable and practical
approach, although I do support a review
on a yearly basis of the need to tran'fer
funds from general revenues to eliminate
annual deficits. I feel the approach In
this bill represents a trigger mechanism
which can only provide a permanent back
door method of financing the social se-
curity system through general revenue
funds.

The original bill provided for some in-
crease In the income earnings limitation
and I strongly supported the successful
attempt on the floor today to provide for
a phasing-out of the limitation by the
year 1982. Senior citizens are now pro-
hibited from earning more than $3,000
per year if they wish to avoid forfeiting a
portion of their social security benefits.
The elimination of the retirement Income
ban will allow our elderly citizens to help
themselves thftugh Increased earnings
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while protecting their eligibility to re.
ceive social security benefits. Further-
more, the tax revenues generated by their
continued participation In our economy
will provide support both to the social
security system and our economy in gen-
eral. The mandatory retirement legisla-
tion, passed by the House and Senate and
in conference at this time, would allow
people to coiltinue to work until the age
of 70. ThIs legislation will also lend a
substantial degree of stability to the sys-
tem by allowing those people who choose
to work to continue to contribute to the
system while eventually collecting bene-
fits from the system for a shorter period
of time.

The Irony of these shortsighted solu-
tions is that the American people will be
led to believe that the problems of the
social security system have been solved
and that is simply not the case. This leg-
islation fails to provide the assurance
that senior citizens in the future will re-
ceive the benefits they desperately need
and obviously deserve. I suggest that H.R.
9346 does not go far enough or In the
right direction toward providing for the
long-range, comprehensive reforms that
are needed to restore overall soundness
to the social security system.

Mr. STOKES. Mr. Chairman, I rise In
support of H.R. 9346, the Social Security
nancing Amendments of 1977, as
amended.

The principal or major purpose of the
Social Security Act of 1935, as stated In
its preamble, was: "To provide for the
general welfare by establishing a system
of Federal old-age benefits *

In recent years, an Increasing number
of senior citizens have come to depend
upon social security In their golden years.
However, the program is frought with
financial difficulties and as a result, many
older Americans are trapped In a system
which guarantees but subsistence living
standards.

I feel this bill is intended to restore
the soundness to the social security sys-
tem which has been losing mOney as
benefit payments outpace tax receipts.

Mr. Chairmali, I would specifically like
to address my position on several amend-
ments to the bill.

I voted against the Jenkins amend-
ment, which sought to extend the In-
crease In the wage base over a greater
number of years, because though the
maximum wage base has Increased stead-
ily, the disheartening fact remains that
the"blderly poor pay a greater percent-
age of their incomes than persons mak-
ing more than the maximum wage base.
The only equitable solution would be the
requirement that the higher income
earners make contributions in greater
proportion to their income. This increase
must be Imminent and cannot be delayed
for additional years.

I supported the Fisher anendment,
which struck the provisions lii the bill
requiring mandatory social security cov-
erage of Federal, State, and local em-
ployees, and employees of nonprofit or-
ganizations effective In 1982. A merger of
the social security system and Federal
retirement system—which were estab-
lished for two different objectives—would
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mandate some workers to contribute and
to collect—double dip—from both sys-
term, which is just not equitable.

This amendment additionally requires
the Department of Health, Education,

• and Welfare and th Civil Service Com-
mission to conduct a feasibility study
of universal coverage and report to the
Congress by January 1, 1980, on pro-
posals for integrating social security coy-
•erage for Government employees with
Civil Service retirement benefits. .1 be-
lieve this is only fair since not enough
Information exists from which to con-
clude that universal coverage is prudent
at this time. Coordination of these two
systems, which affect so many Anieri-
cans, will take a great deal of thoughtful,
careful analysis and should not be done
hastily.

Mr. Chairman, the Corman amend-
ment also deserves attention. I voted
against this amendment which sought to
eliminate the minimum benefit from the
social security program. It would have
been totally unfair for Congress to cut
off a level of benefits which beneficiaries
had expected and counted on.

In conclusion, Mr. Chairman, I feel
this bill is a giant step in addressing
the financial problems of the social
security system. Those of us who have
been closest to the needs of the elderly
realize they have a right to share in a
social security program based upon a
realistic appraisal of their contributions
and needs.

I urge my colleagues to support this
bill as amended.

Mr. CLEVELAND. Mr. Chairman, I in-
tend to vote against final passage the so-
cial security financing bill. Before get-
ting Into my reasons for doing so, I would
like to point out that this legislation does
contain some needed improvements In
the social security system which I sup-
port. Notable among these is the decou-
pling provision which eliminates the
present double adjustment of benefit
increases by indexing benefit levels to in-
creases In wages only.

Other provisions which I endorse are
the elimination of a variety of sex dis-
criminatory practices and provisions to
improve the treatment of women under
the system—although the latter do not go
as far toward that end as the Repub-
lican substitute which would provide
compensation for the added contribution
of working wives. I also support the
freeze of the minimum primary benefit
which I am sorry to say has been taken
advantage of by those for whom it was
not specifically intended.

In addition, we have at last succeeded
In removing the earnings limitation
which deprives senior citizens of their
entitlement to social security benefits
which they have earned if they choose to
continue leading productive working
lives beyond the age of 85. ThIs is a
much-needed improvement and one
which I have been supporting for many
years.

In the final analysis, however, this bill
leaves unresolved the long-range deficit
of the social security trust fund; a deficit
which will equal $800 billion over 75
years.
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Yet, In spite of this enormous and un-
resolved deficit, the legislation before us
mandates a rapid Increase in the wage
bRse that will be unfairly punitive to
middle-Income Americans and will cer-
tainly have a depressing effect on the
economy. While I realize fuljy that In-
creases in the wage base as well as the
tax rate are necessary, I feel that the
committee's approach Is neither sound
nor fair.

VNZVUEAL COVmAOE

With regard to perhaps the most con-
troversial provision of the bill; namely,
universal coverage, I am disappointed at
the House's approval of the Fisher
amendment which struck this require-
ment. Universal coverage as provided for
in the commitee bill would have ex-
tended mandatory coverage, effective in
1982, to the three major groups not un-
der social security: First, Federal civilian
employees; second, State and local gov-
ernment employees, and third, employees
of nonprofit organizations. This provi-
sion would have brought some 6 million
additional workers into the system
thereby extending social security cover-
age to 97 percent of the work force. -

In spite of the fact that Federal em-
ployees and their organizations have
mounted a vigorous opposition to this
provision, I am convinced that it Is un-
fair to the other working people of this
country to continue the present system.
Under the present law, many Federal
workers have taken advantage of early
retirement provided for in their pension
system and then worked just enough
years to obtain the minimum social secu-
rity benefit to supplement their retire-
ment income. As the gentleman from
florida pointed out in earlier debate,
this means that a worker. who has con-
tributed as little as $111 in his lifetime
to the social security trust fund can draw
monthly benefits of $114 when he retires
from social security In addition to what-
ever pension he Is getting from other
plans. This Is demonstrably unfair to
those who have worked a lifetime under
social security and contributed far more
in order to gain their benefits.

Furthermore, I believe 11 public em-
ployees would closely examine the uni-
versal coverage provisions, they would
find It less objectionable than it may
seem at first glance. In addition, with
respect to State and local governments,
it Is important to point out that 70 per-
cent of those employees already are cov-
ered by the social security system.

In conclusion, Mr. Chairman, while I
feel very strongly that the House has a
responsibIlity to act to remedy the finan-
cial situation of the social security trust
and restore its integrity, I feel equally as
strongly that such action must be re-
sponsible and responsive to the needs of
our citizens. This legislation, in my opin-
ion. does not meet those tests.

The CHAIRMAN. Under the rule, the
Chair recognizes the gentleman from
New York (Mr. CONSULS).

Mr. CONABLE. Mr. Chairman, I do
not seek recognition.

The CHAIRMAN. The question Is On
the committee amendment in the nature
Qf a substitute, as amended.

CONGRESSIONAL RECORD — HOUSE

The committee amendment in the na-
ture of a substitute, as amended, was
agreed to.

The CHAIRMAN. Under the rule, the
Committee rises.

Accordingly the Committee rose; and
the Speaker having resumed the chair,
Mr. Evans of Colorado, Chairman of the
Whole House on the State of the Union.
reported that that committee, having
had under consideration the bill (H.R.
9346) to amend the Social Security Act
and the Internal Revenue Code of 1954
to strengthen the financing of the social
security system, to reduce the effect of
wage and price fluctuation on the sys-
tem's benefit sturcture, to provide cov-
erage under the system for ocers and
employees of the United States, of the
State and local governments, and of
nonprofit organizations, to increase the
earnings limitation, to eliminate cer-
tain gender-based distinctions and pro-
vide for a study of proposals to eliminate
dependency and sex discrimination from
the social security program, and for
other purposes, pursuant to House Res-
olution 839. he reported the bill back to
the House with an amendment adopted
by the Committee of the Whole.

The SPEAKER. Under the rule, the
previous question Is ordered.

Is a separate vote demanded on any
amendment to the committee amend.
ment in the nature of a substitute
adopted by the Committee of the Whole?
If not, the question Is on the amend-
ment.

The amendment was agreed to.
The SPEAKER. The question Is on the

engrossment and third reading of the
bill.

The bill was ordered to be engrossed
and read a third time, and was read the
third time.
MOTION TO RECOMMIT OYFEBXD BY ME. CONABLE

Mr. CONABLE. Mr. Speaker, I offer a
motion to recommit

The SPEAKER. Is the gentleman op-
posed to the bill?

Mr. CONABLE. I ann, Mr. Speaker, in
its present form.

The SPEAKER. The Clerk will report
the motion to recommit.

The Clerk read as follows:
Mr. CONABLE moves to recommit the bill

H.R. 9346 to the Committee on Ways and
Means with instructions to report back the
same forthwith with the following amend-
ments:

Strike out section 104 (beginning on page
127, lIne 16, and ending on page 131, im-
mediately before line 4).

Page 131, line 5, strike Out "105" and in-
sert in lieu thereof "104".

Page 131, strike Out the sentence beginning
In line 7.

Conform the table of conteits on page 117.
S S S S S

Page 169, strIke Out lines 1 through 5 and
insert in lieu thereof the following: "of 1954
(tho Federal Insurance Contributions Act)
is amended by redesignating sections 3125
and 3126 as sections 3126 and 3127, respec-
tively, and by inserting after section 3124 the
following new section:".

Page 169, lIne 6, strIke Out "3126" and in-
Bert in lieu thereof "3126".

Page 169, in the matter following line 22,
strike Out "3126", "3127", and "3128' and in-
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sert in lieu thereof "3125", "3126", and "3127",
respectively.

Page 170, line 4, strike Out "3127" and in-
sert in lieu thereof "3126".

Page 170, line 15, strike Out "3126" and in-
sert in lieu thereof 3l25".

Page 170, line 19, strIke Out "3127" and in-
Bert in lieu theref "3126".

Page 171, line 5, strike Out "3l26',,'nd in-
sert in lieu thereof '3l25".

Page 171, line 17, strike Out "3126" and in-
sert in lieu thereof "3125".

Page 171, lines 21 and 22. strike Out "3127
(a)", "3127(b)", and "3127(c)" and insert in
lieu thereof "3126(a)", "3126(b)", and '3128
(c)", respectively.

Page 171, line 25, strike out "3127,".
Strike Out section 301 (as added by the

amendment) and insert in lieu thereof the
following:

COVERAGE OP FEDERAL EMPLOYEES

SEc. 301. (a) (1) Section 210(a) of the So-
cial Security Act is amended by striking Out
paragraphs (5) and (6),

(2) (A) Section 210(1) (1) of such Act Is
amended to read as follows:

(1) Except as provided in paragraph (4),
the term employment' shall include service
(other than service performed while on leave
without pay) which is performed by an indi-
vidual as a member of a uniformed service on
active duty after December 1958.".

(B) Section 210(0) of such Act is amended
by striking Out notwithstanding the pro-
visions of subsection (a) ,".

(C) Section 229(a) of such Act Is amended
by striking Out "service as a member of a
uniformed service (as defined in section 210
(m)) which was included in the term oem-
ployment' as defined in section 210(a) as a
result of the provisions of section 210(1)" and
inserting in lieu thereof "service, as a mem-
ber of a uniformed service, to which the pro-
visions of section 210(1) (1) are applicable".

(b)(1) Section 3121(b) of the Internal
Revenue Code of 1954 (relating to definition
of employment) is amended by striking Out
paragraphs (5) and (6).

,(2)(A) Section 3121(m) (1) of such Code
(relating to service in the uniformed serv-
ices) is amended to read as follows:

"(1) INCLUsION op sEavxcE.—The term oem-
ployment' shall include service (other than
service performed while on leave without
pay) which is performed by an individual
as a member of a uniformed service on active
duty after December 1956.".

(B) Section 3121(p) of such Code (relating
to Peace Corps volunteer service) is amended
by striking Out notwithstanding the pro-
visions of subsection (b) of this section,".

(c) The amendments made by this sec-
tion shall be effective with respect to service
performed after December 1981.

(d)(1) As soon as possible after the en-
actment of this Act, the Secretary of Health,
Education, and Welfare in consultation with
the Civil Service Commission shall under-
take and carry Out a detailed study of how
best to coordinate the benefits Of the civil
service retirement system and the benefits of
the old-age, survivors, and disability insur-
ance system, with the objective of developing
for Federal employees a combined program
of retirement, disability, and related benefits
which will assure that such employees are no
worse off, comparing their benefits under the
combined program with the benefits they
would receive under the Federal staff retire-
ment systems then in effect, upon their cov-
erage under the Old-age, survivors, and dis-
ability insurance system pursuant to the
amendments made by this section.

(2) Upon the completion of the study un-
der paragraph (1) and in any event no later
than January 1, 1980, the Secretary shall sub-
mit to the Congress a full and complete re-
port on tl)e results of such study together
with a specific and detailed plan for co-
ordinating the benefits of the civil service
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retirement system and the benefits of the
old-age, survivors, and disability Insurance
system (along with such comments or recom-
mendations as may be appropriate with re-
spect to other staff retirement systems cover-
ing Federal employees). The plan so sub-
mitted shall Include such financing and ben-
efit provisions and other features as may be
necessary to assure that the employees In-
volved will not be placed at a disadvantage
by the coordination of the benefits of the
systems as compared with their treatment
under the Federal staff retirement systems
in effect prior to such coordination.

(e) In addition to and along with the
study provided for under subsection (d) • the
Secretary shall carry out a study of how best
to coordinate t'e Medicare program and the
program established by the Federal Employ-
ees Health Benefits Act, with the objective
of developing for Federal employees a com-
bined program of health insurance benefits
to accompany the retirement and disability
program developed under subsection (d).
Such combined program shall include the
features necessary to assure that Federal em-
ployees are no worse under that program,
in terms of benefits, than they were under
the Federal Employees Health Benefits Act
as theretofore in effect. The study under this
subsection shall in general take into account
the same aspects of the two health insurance
programs and their coordination as those
taken into account (with respect to the
two retirement and dlsabillty systems) un-
der subsection (d); and the report submitted
under subsection (d) (2) shall include or be
accompanied by a full and complete report
on the results of the study.under this subsec-
tion.

Conform the table of contents (on page
117).

Page 119, line 18, strike out "5.25 percent".
and insert in lieu thereof "5.23 percent."

Page 120, line 2, strike out "5.55 percent"
and insert in lieu thereof "5.53 percent."

Page 120, line 4, strike out "8.10 percent"
and insert in lieu thereof "8.08 percent."

Page 120, lines 18 and 17, strike out "5.25
percent" and insert in lieu thereof "5.23
percent."

Page 120, line 20, strIke out "5.55 percent"
and insert in lieu thereof "5.53 percent."

Page 120, line 22, strike out "8.10 percent"
and insert in lieu thereof "8.08 percent".

Page 121, line 14, strike out "7.90 percent"
and insert in lieu thereof "7.87 percent".

Page 121, line 18, strike out "8.30 percent"
and insert in lieu thereof "8.27 percent".

Page 121, line 21, strike out "9.15 percent"
and insert in lieu thereof "9.12 percent".

Page 125, line 25, strike out "$29,700" and
insert in lieu thereof "$27,900".

Beginning on page 125, strike out section
103.

On page 119, line 11, strike out "1977" and
insert in lieu thereof "1978".

On page 119, strike out lines 13 to 15 and
insert in lieu thereof "(2) with respect to
wages received during the calendar year 1979.
the rate shall be 5.225 percent and with
respect to wages received during the calen-
dar year 1980, the rate shall be 5.50 percent".

On page 119, line 17, strike out "1984" and
insert in lieu thereof "1985".

On page 119, line 18, strike out "5.15" and
insert in lieu thereof "5.828",

On page 120, line 1, strike out "1985
through 1989" and insert in lieu thereof
"1986 through 2010".

On page 120, line 2, strike out "5.45" and
insert in lieu thereof "5.70".

On page 120, line 4, strike out "1989" and
"8.00" and insert in lieu thereof "2010" and
"8.70", respectively.

On page 120, line 10, strike out "1977" and
insert in lieu thereof "1978".

On page 120, strike out lines 12 to 14 and
insert in lieu thereof "(2) with respect to
wages received during the calendar year 1979,
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the rate shall be 5.225 percent and with re-
spect to wages received during the calendar
year 1900, the rate shall be 5.50 percent.",

On page 120, line 18, strike out "1984" and
insert in lieu thereof "1985".

On page 120, line 18, strike out "5.15" and
insert in lieu thereof "5.825".

On page 120, line 19, strike out "1985
through 1989" and insert in lieu thereof
"1988 through 2010".

On page 120, lIne 20, strike out "5.45" and
insert in lieu thereof "5.70".

On page 120, line 22, strike out "1989" nd
"8.00" and Insert in lieu thereof "2010" and
"6.70", respectively.

On page 121, line 5, strike out "1978" and
insert in lieu thereof "1979".

On page 121, strIke out lines 8 to 11, and
insert in lieu thereof "in the case of any
taxable year beginning after December 31,
1978 and before January 1, 1980, the tax
shall be equal to 7.30 percent of the amount
of the self-employment income for such tax-
able year and in the case of any taxable year
beginning after December 31, 1979 and be-
fore January 1, 1981, the te3c shall be equal to
7.55 percent of the amount of self-employ-
ment income for such taxable year.".

On page 121, line 13, strike out "1985" and
insert in lieu thereof "1988".

On page 121, line 14, strike out "7.70" and
insert in lieu thereof "8.10".

On page 121, line 17, strike out "1984, and
before January 1, 1990," and lnsert in lieu
thereof "1985. and before January 1,2011",

Page 121, line 21, strike out "1989" and
insert in lieu thereof "2010".

Page 124, line 7, strike Out "1.50" and in-
Bert in lieu thereof "1.55".

Page 124, line 9, strike out "1.60" and in-
sert in lieu thereof "1.70".

Page 124, line 11, strike out "1.80" and in-
sert in lieu thereof "1.90".

Page 124, line 14 ,strike out "2.20" and in-
Bert in lieu thereof "2.30".

Section 1817(a) of the Social Security Act
is amended as follows:

"(1) In paragraph (1), by inserting "and
before January 1, 1979" after "1985" and by
inserting ", and 133 4 per centum of such
taxes on wages reported in calendar year
1979 and 200 per centum of such taxes on
wages reported for calendar years after 1979"
before the semicolon.

(2) In paragraph (2), by inserting "for
taxable years ending before January 1, 1979"
after "income" the first time that it occurs
and by inserting ", and 133 per centum of
5'.. h taxes on self-employment income re-
ported for taxable years ending in' calendar
year 1979 and 200 per centum of such taxes
on self-employment income reported for tax-
able years ending after calendar year 1979"
before the period.

Page 122, line 14, strike out "1.45" and in
Bert in lieu thereof "1978",

Page 122, strike out lines 7 to 9 and insert
in lieu thereof "(2) wIth respect to wages re-
ceived during calendar year 1979, the rate
shall be .725 percent, and with respect to
wages received during calendar year 1980, the
rate shall be .55 percent",

Page 122, line 12, strike out "1.30" and in-
sert in lieu thereof ".875".

Page 122, line 14, strike out "1.45" and in-
sert in lieu thereof ".75".

Page 122, line 20, strike out "1977" and
insert in lieu thereof "1978".

Page 122, strike out lines 22 to 24 and in-
aert in lieu thereof" (2) wIth respect to wages
received during calendar year 1979, the rate
shall be .725 percent, and with respect to
wages received during calendar year 1980,
the rate shall be .55 percent.",

Page 123, line 1, strike out "1.30" and in-
sert in lieu thereof ".875".

Page 123, line 4, strike out "1.45" and in-
sert in lieu thereof ".75".

Page 123, line 10, strike out "1978" and
insert in lieu thereof "1979".
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Page 123, strike out lines 13 to 18 and in-

sert in lieu thereof "(2) in the case of any
taxable year beginning after December 31,
1978, and before January 1, 1980, the tax
shall be equal to .725 percent of the amount
of the self-employment income for such tax-
able year, and in the case of any taxable
year beginning after December 31, 1979, and
before January 1, 1981, the tax shall be equal
to .55 percent of the amount of the self-
employment income for such taxable year".

Page 123, line 19, strike out "1.30" and in-
sert in lieu thereof ".875".

Page 123, line 22, strike out "1.45" and in-
sert in lieu thereof ".75".

Mr. CONABLE (during the reading).
Mr. Speaker, I ask unanimous consent
that the motion to recommit be consid-
ered as read and printed in the RECORD.

The SPEAKER. Is there oblection to
the request of the gentleman from New
York?

There was no objection.
The SPEAKER. The gentleman from

New York (Mr. CONAULE) is recognized
for 5 minutes in support of his motion
to recommit.

Mr. RHODES. Mr. Speaker, will the
gentleman yield?

Mr. CONABLE. I yield to the gentle-
man from Arizona (Mr. RHODES), the
distinguished minority leader.

(Mr. RHODES asked and was given
permission to revise and extend his re-
marks.)

Mr. RHODES. Mr. Speaker, I rise to
support the motion to recommit the bill,
HR. 9346, offered by the gentleman from
New York (Mr. CONABLE).

Some months ago I joined with my
Republican colleagues in offering a 15-
point plan to restore the fiscal integrity
of the social security system. The intent
of our plan was to restore the system to
a sound financial footing, to remove dis-
crimination, to eliminate the limitation
on income and to keep these payroll
taxes paid by American wage earners as
low as possible.

Today we are faced with H.R. 9346, a
bill supported by the Democratic major-
ity which will result in a tripling of the
social security taxes paid by American
wage earners and employers. This motion
to recommit is our last chance to preserve
the integrity of the social security system
without placing such an onerous tax
burden on the people of this country,

The motion to recommit Is not always
the easiest way to amend 1eglslation.
There are severe limitations placed on
what the minority can do under the mo-
tion to recommit and the merits are often
overlooked on the basis of partisan poli-
tics. I appeal to my colleagues, especially
on the majority side, to put aside partisan
politics and to consider this motion to
recommit on its merits.

The motion to recommit would not
place State and local employees under
the social security system. There Is ade-
quate provision in existing law for these
employees to join social security on a vol-
untary basis. I oppose any mandatory in-
clusion of State and local employees Un-
der the social security system.

I urge all my colleagues to support the
motion to recommit.

Mr. CONABLE. Mr. Speaker, we have
had a rapid march of events here on the
floor. I think it Is important for the
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Members to understand what is being of-
fered by the minority In this motion to
recommit. It Is, I think, something the
Members will want to consider very seri-
ously.

There are three major proposals In the
motion to recommit.

First, we do bring Federal civilian em-
ployees under social security coverage by
January 1, 1982, following a study to
assure affected employees they will be at
least as well off under the changes as
under existing law. We do not bring In
State and local employees.

Second, we reallocate taxes from the
hospital insurance or medicare trust fund
to old-age survivor and disability trust
fund, as follows:

In 1979, we reallocate 25 percent of
the hospital insurance taxes to OASDI.
In 1980, we reallocate 50 percent of the
hospital insurance taxes to OASDI.
Thereafter, the hospital insurance trust
fund would be reimbursed for reallocated
revenues from the general funds of the
Treasury.

Mr. Speaker, I say to my friends who
may be concerned about thIs that this
was the original proposal of one of our
distinguished former colleagues, John
Byrnes. The hospital insurance trust
fund is not an actuarially constituted
trust fund. People qualify for medicare
on the basIs of their coverage, no matter
how much they have paid Into the sys-
tem. So I much prefer this type of gen-
eral treasury contribution to the trust
funds over the generalized loaning that
Is permitted under the committee bill and
which our friend, the gentleman from
Texas (Mr. PICKLE), tried to strike out
yesterday.

ThIs motion to recommit also removes
authority from the committeg bill for
trust funds to borrow generally from the
general funds of the Treasury; In other
words, the General Treasury will contrib-
ute only the reallocated portion of the
hospital insurance fund.

Let me give the Members some Idea as
to what this accomplishes for us In thIs
bill. As we watched this bill procd in
its consideration on the floor of the
House, I think many Members have be-
come greatly concerned about the tre-
mendous tax increases that are involved
for the working people of thIs country
and for the employers.

ThIs bill, through the transfer to
OA8DI, would take funds out of the hos-
pital insurance fund. Under this motion
to recommit, we would in 1979 transfer
$5.6 billion, in 1980 $12.3 bllllol3, In 1981
$16.1 billion, and so forth.

The result of this, may I say to my
colleagues who are concerned about the
size of the tax Increase, Is that we willbe able to stay with existing law as toboth the base and the rate. Existing law
involves some Increase In both the baseand the rate, but what the committee
bill does Is to go far beyond that.

It seems to me, given the state of un-
employment In thIs country, we would befar better off to avoid Increasing thetaxes on labor. Reallocation of the hos-
pital insurance taxes will, In short, save
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us a staggering load on the backs of
American labor.

Mr. STEIGER. Mr. Speaker, will the
gentleman yield?

Mr. CONABLE. I yield to my friend,
the gentleman from Wisconsin.

Mr. STEIGER. Mr. Speaker, I thank
my colleague for yielding.

May I say to the House that this mo-
tion to reconmlt Is, I thInk, exceedIngly
thoughtful In the approach that It takes.
Let us recognize that the bill that is be-
fore us, as reported by the committee
and as amended on the floor, Imposes
staggering tax burdens upon the Amer-
ican people. It does so because the Com-
mittee on Ways and Means was unwill-
ing to deal with the issue of how to
handle the hospital trust fund.

So the motion to recommit, by the
combination of general revenues put In
only that trust fund, gives us a chance
to have a balanced, sound, stable social
security system, one that does not Im-
pose thIs kind of additional taxes and
one which provides far greater equity.

Mr. Speaker, It is a significant Im-
provement upon the bill which comes
from th Committee on Ways and
Means, and I urge Its adoption.

Mr. CONABLE. Mr. Speaker, I call
the attention of my colleagues to the
summary of thIs motion to recommit,
which Is available at the minority desk
If anyone wishes to see it.

Mr. ROUSSELOT. Mr. Speaker, will
the gentleman yield?

Mr. CONABLE. I yield to the gentle-
man from California.

Mr. ROUSSELOT. I thank my col-
league for yielding. Mr. Speaker, one ma-
jor point of thIs motion to recommit is
that the social security taxes Imposed
are less than those In the committee bill
because both the rates and wage base
schedules are lower?

Mr. CONABLE. Yes, that Is the whole
idea.

The SPEAKER. The gentleman from
Oregon (Mr. ULLMAN) Is recognized for
5 mInutes In opposition to the motion to
recommit.

Mr. ULLMAN. Mr. Speaker, what the
minority has done here Is to reinstitute
the coverage of Federal employees. We
had a vote of 386 to 38, by which the
Members of this body decided that they
did not want the Federal employees
covered.

Mr. RHODES. Mr. Speaker, will the
gentleman yield?

Mr. tJLLMAN. I yield to the minority
leader.

Mr. RHODES. Mr. Speaker, I have
asked the gentleman to yield at this poInt
so I may make a correction.

The vote was not just on Federal em-
ployees; It was on State and local em-
ployees as well.

Mr. tJLLMAN. Mr. Speaker, It Is
true that we did not have a vote just on
Federal employees, but I venture to say
that was the basis for most of the op-
position to the committee bill.

The other thing that the mln3ilty has
done Is this: It has phased the hospital
Insurance fund out of social security and
has gone to general revenue funding for
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the hospital insurance fund. Well, at
some point we are going to have to face
up to the health Insurance problems in
this country, possibly in the next Con-
gress, but now is hot the time to commit
ourselves to general revenue funding of
health costs under medicare.

Therefore, they have done two things:
They have eliminated the bulk of the
medicare program from the social se-
cuilty financIng, and they have included
Federal employees. By doing those two
things, they are able to adjust the rates
In a more favorable manner; but I think
all of us here have already agreed that
we did not want to solve the problems
of the social security system through
the inclusion of Federal employees at
this tune.

Some time In the future I am going to
support that proposition, and also at
some time In the future, if we solve the
health problem overall, we may be able
to move toward a separate kind of 11-
nancing, but not through general
revenues.
• When we move health costs out of
social security, we are goIng to have to
a4opt a new revenue component and not
dump that cost on the income taxpayers
of the country.

Mr. CONABLE. Mr. Speaker, will the
gentleman yield for a question?

Mr. ULLMAN. I yield to the gentleman
from New York.

Mr. CONABLE. Mr. Speaker, we are
not eliminatIng the payroll tax for health
insurance. We are simply diverting half
of It.

The Committee on Ways and Means
would still have jurisdiction.

Mr. ULLMAN. Mr. Speaker, I am glad
for the correction.

I did not get the recommittal motion
until a minute before It was offered. Con-
sequently, I have not had a chance to
study It. However, what we are doing
Is taking 50 percent of the current
costs and putting them under general
revenues.

Mr. Speaker, this has been a fine
debate on the problems of social security.
I think that the bill which we have to
vote on Is a sound one.

Mr. Speaker, I strongly urge the
Members to vote down the recommittal
motion. We have already, I think, made
our determination with respect to cover-
age of Federal employees. Under the
motion to recommit they would try to
relmpose that coverage.

Mr. Speaker, let us vote down the
recommittal motion, and let us have a
good, strong vote for final passage of this
very important social security bill.

The SPEAKER. Without objection, the
previous question Is ordered on the mo-
tion to recommit.

There was no objection.
The SPEAKER. The question is on

the motion to recommit.
Mr. CONA.BLE. Mr. Speaker, on. that

I demand the yeas and nays.
The yeas and nays, were ordered.
The vote was taken by electronic de-

vice, an4 there were—yeas 57, nays 363,
not voting 14, as follows:
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Anderson. Dl.
Bedham
Befalls
Beard, Tenn.
Bonior
Brown, Mich.
Burgener
Claueen,

Don H
Cleveland
Oothrsn
Cohen
Oonable
Crane
D'Amoua
flornan
Duncan, Tenn.
Erlenborn

ROU No. 7061

Fenwick
Fithien
rrensel
Gibbons
Gonsalea
Oredleon
Hagedorn
Hansen
Jeffords
Johnson, Cob.
Kelly
Kemp
Ketchum
Keye
Lent
Levltas
McDonald
McEwen

Mtchei
Pettis
Pritchard
RhOdes
RObineOn
Bchulr.e
Stange'.and
Stanton
Steiger0
Studda
Symnhs
Treen
Vender Jagt
Weiss
Wiggins
WtiEOn, Bob
Wirth
Wydler

Moorbead.Pa.'Rinaldo teers
Moss Risenhoover Stokes
Motti Roberta Stratton
Murphy, Ill. Rodino Stump
Murphy, N.Y. Roe Taylor
Murphy, Pa. Rogers Thompson
Murtha Roncalio monO
Myers, Gary Rooney Thornton
Myers, John Rose Trexier
Myers, Michael Rosenthal Trible
Natcher Rostenkowaki Teongas
Neal Rouseelot Tucker
Nodal Roybel Udall
Nicholi Rudd Ullman
Nix Runnela Van Deerlin
Nolan Ruppe Venik
Nowek Russo Vento
O'Brien Ryan Vo:kmer
Oakar Santini Waggonner
Oberstar Saresin Walgreñ
Obey Satterfield Walker

Blaggi
Bingham
Blanchard
Blouln
Bogga
Bolend
Bonker
Brademas
Breckinridge
Brinkley
Brooks
Brown. Calif.
Brown, Mich.
Broyhill
Burke, Cftlif.
Burke, Mass.
Burl1on, Mo.
Burton, Philip
Butler
Byron
Carney

Harkin
Barrington
Harris
Bawklna
Heckler
Bet nor
Hettel
Hightower
HUlls
Hollenbeck
Holtzman
Howard
Hubbard
Hughes
Ireland
Jenkins
Jenrette
Johnson, Calif.
Jones. N.C.
Jones, Tenn.
Jordan

Patterson
Pettison
Pease
Pepper
Perkins
Pressler
Preyer
Price
Rahall
Rengel
Richmond
Rinaldo
Risenhoover
Roberts
Robinson
Rodino
Roe
Rogers
Roncalio
Rooney
Rose

Evans, 0010.
Evans, md.

Marks
Martin

Ottinger sawyer Walsh
Panetta Scheuer Wanhpler

Cavenaugn
Cederberg

Kastenmeier
Kelly

Rosenthal
RostenkowskL

Abdnor
Addabbo
Akaka
Alexander
Allen
Ambro

NAYS—363
Daniel, Dan
Daniel, B. W.
Danielson
Davis
dole Geeza
Delaney

Bollenbeck
Bolt
Holtsznan
Horton
Howard
Hubbard

Patten Schroeder Watkins
Patterson Sebelius Waxnian
Pettison Seiberling Weaver
Pease Sharp White
Pepper Shipley Whitehurst
Perkins Shueter Whitley
Pickle Sikes Wbltten
Pike Simon WUson, C. H.

Chlsholm
Clsueen.

Don H.
Clay
Collins, Dl.
Conyers
Corman
CorneU

Keys
Kfldee
Kostmayer
Krebs
Krueger
Lepalce
Latta
Le Fante

Roybal
Ruppe
Russo
Santini
&heuer
Salberling
Sharp
Shipley

Ammerman
Anderson,

Calif.
Andrews, NC.

Dellums
Dent
Derrick
Derwinaki

Huckaby
Hughes
Hyde
Ichord

Poege Siak Winn
Prassler Skelton Wolff
Prey*r Skubitz Wright
Price Slack Wylie

Cornwall
Cotter
D'Amours
Daniel, R. W.

Lederer
Leggett
Levitee
Lloyd, Calif.

Sikes
Simon
Sisk
Skelton

Andrews,
N. Dak,

Annuflzio
Applegate
Archer
Armstrong
Ashbrook
Ashley
Asptn
Bedillo
Baldus
Barnard

Devine
Dickinson
DIcks
Diggs
Dingell
Downey
Drinan
Duncan, Oreg.
Early
Fckhardt
Edgar
Edwards, Ala.

Ireland
Jacobs
Jenkins
Jenrette
Johnson. Calif.
Jones, NC.
Jones, Okia.
Jones, Tenn.
Jordan
Hasten
Kasteninelar
Karen

Pursell Smith, Iowa Yates
Quayle Smith, Nebr. Yatron
Quie Snyder Young, Alaska
Quillen Solarz Young, Pie.
Rahall Spellnhan Young, Mo.
Railsback Spence Young. Tex.
Rangel St Germain Zablocki
Regula Staggers Zeteretti
Reuse Stark
Richmond Steed

NOT VOTINQ—14

Danielson
Davis
do Ia Germ
Delaney
Dellums
Dent
Derrick
Dicks
Digga
Dingell
Downey
Drinan

Lang, La.
Long, Md.
Luken
McClory
McCloskey
Mccornaack
McFaU
McKay
Maguire
Mann
Markey
Marks

Skubitz
Slack
Smith, Iowa
Snyder
Solrz
Spellman
St Germain
Staggers
Stark
Steed
Steers
Stokes

Haucus
Bausnan
Beard, RI.
BedeU
Beilenoon
Benamln
Bennett
BevlU
Biaggi
Blnghaxn
Blanchard
Blouifl
Boggs
Boland
Bonker
Bowen
Bradesnas
Breaux
Breckinridge
Brinkley
Brodhead
Brooks
Broomfield
Brown, Calif.
Brown, Ohio
BroyhUl
Buchanan
Burke, Calif.
Burke. LI..
Burke, Mass
BurlesOn. Tea.
Burlison. Mo.
Burton, John
Burton, PhilUp
Butler
Byron
Caputo
Carney
Carr
Cavanaugh
Cederberg
Chappell
Chishoim
Clay
Coleman
Collins, Dl.
Collins, Tex.
Conte
Conyers
Corooran
Corman
CorneU
Cornwell
Cotter
Coughfln
Cunningham

Edwards, Calif.
Edwards, Okla.
Eilberg
Emery
English
Ertel
Evans, Del.
Evans, Ga.
Fary
Fascell
Findley
Flih
Fisher
plippo
Flood
Florlo
Flynt
Foley
Ford, Mich.
Ford, Tenn.
Forsythe
Fountain
Fowler
Fraser
Frey
Fuqua
Oemmage
Oeydoa
0ephardt
Oiailno
Oilman
Oinn
Ollckman
Goldwater
GoodUng
Gore
Oressley
Gudger
Ouyer
Hall
Hamilton
Hammer-

schmidt
Henley
Hennaford
Harkin
Barrington
Harris
Barha
Hawkins
Heckler
Hernar
Heftel
Hightower
Billis
Houand

KUdee
Kindness
Kostmayer
Krebs
Krueger
LaFalce
I*gomarstno
I.atta
I.e Fante
Leach
Lederer
Leggett
Lehman
Livingston
Lloyd, Calif.
Lloyd. Tenn.
Long. La
Long, Md.
Lott
Lujan
Luken
Lundine
McClory
Mccormack
McDsde
McFaU
McKay
McKinney
Medigan
Maguire
Mahon
Mann
Markey
Marlenee
Marriott
Mathis
Mattel
Mszzoll
Meeda
Metcalfe
Meyner
Mikuleki
Mikva
Mlford
MUler, Calif.
MUter, Ohio
Mineta
Minlali
Mitchell. Md.
Mitchell, N.Y.
Moakley
Moffett
Mollohsn
Moore
Moorhead,

Calf.

AuCoin Flowers Stockinan
Bolling Koch Teague
Carter McCloskey Whalen
Cawson. Del McHugh WUson, Tex.
Dodd Montgomery

The Clerk announced the following
pairs:

Mr. McHugh with Mr. StockIflash.
Mr. Montgomery with Mr. Carter.
Mr. Dodd with Mr. Del Clawson.
Mr. AuCoin with Mr. McCloskey.
Mr. Koch With Mr. Flowers.
Mr. Teague with Mr. Charles Wilson of

Texas.

Messrs. HEPNER, RUPPE, MOORE,
EVANS of Georgia, GUYER, COLLINS
of Texas, HUCKABY, FINDLEY, SAT-
RP'T.EJD 000DLING, GLICKMAN'
ROUSSELaOT, and MOORHEAD of Call-
fornia changed their vote from "yea" to
"nay."

So the motion to recommit was re-
jected.

The result of the vote was announced
as above recorded.

The SPEAKER pro tempore (Mr.
WeiGHT). The question is on the pas-
sage of the bill.

The question was taken,
Mr. ULLMAN. Mr. Speaker, on that i

demand the yeas and nays.
The yeas and nays were ordered.
The vote was taken by electronic de-

vice, and there were—yeas 275, nays 146,
not voting 13, as follows:

(ROU No. 75J
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Addabbo Anderson, Dl. Baldus
Akaka Andrews, NC. Barnard
Alexander Annunzlo Baucu.
Allen Applegate Beard, RI.
Ambro Asl.ley BedeU
Ammeilnan Aspin Bellenson
Anderson, Badllo Benjamin

Calif. Befalls BevUl

Duncan, Oreg.
Early
Eckherdt
Edgar
Edwards, Ala.
Edwards, OsUt.
Ellberg
Emery
Ertel
Evans Cola.
Fery
PksceU
Fenwick
FiSheT
Flippo
Flood
Florio
Flynt
Foley
Ford, Mich.
Ford, Tenn.
Forsythe
Fountain
Fowler
Fraser
Frey
Oammage
Geydos
Oephardt
Otelmo
OUmen
Oinn
Olickman
Oudger
Hall
Hamilton
Henley
Hennatord

Abdnor
Andrews,

N. Dek.
Archer
Armstrong
AshbroOk
Badham
Beuman
Beard. Tenn.
Bennett
Bonior
Bowen
Breaux
Brodhead
Broomftel
Brown, Ohio

Marlenee
Marriott
Martin
Mathis
Mattox
Mazzoli
Meeds
Metoelte
Meyner
Mikulski
Mlkve
MUtord
Mneta
Minish
Mitchell, Md.
MitcheU, N.Y.
Moakey
Moffett
Mollohan
Moorhead, Pa.
Moss
Murphy, Ill.
Murphy, N.Y.
Murphy, Pa.
Murtha
Myers, Michael
Natcher
Neal
Nedzi
Nichols
Nix
Nolan
Nowak
Oakar
Oberstar
Obey
Ottinger
Fatten

NAYS—146
Buchanan
Burgener
Burke. Fl..
Burleson. Tea.
Burton, John
Caputo
Csrr
Cheppell
Cleveland
Cochran
Cohen
Coleman
Collins. Tex.
Conable
Conte
Corcoran

Stratton
Studds
Thompson
Thornton
Traxler
Trible
Tsongaa
Tucker
Udall
Vflman
Van Deerln
Vanik
Vento
Weggonner
Walgren
Walsh
Wampler
Watkins
Waxman
Weaver
Weiss
White
Whitehurst
Whitley
Wilson. Bob
Wilson, C. H.
Wilson, Tex.
Wolff
Wrirht
Wylie
Yates
Yatron
Vouna, Pu.
Young. Mo.
Zablocki
Zeferetti

Couhlin
Crane
Cunningham
Daniel, Dan
Derwineki
Devine
Dickinson
Duncan. Tenn.
Edwards, OkIa.
English
Erlenborn
Evans. Del.
Evans, Os.
Evans. md.
Findley
Fish
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Fithian Lent
Prenzel Livingston Rhode,
Fuqua Lloyd, Tenn. RO'ue,elot
Gibbons Lott Rudd
Goldwater LuJan Runnels
Gonzaiea Lundine Ryan
000ditng MoDade Saraaln
Gore McDonald Satterfield
Gradison Mc.Ewen Sawyer
Orserley McKlnney Schroeder
Guyer Madigen Schuize
Hagedorn Mahon Bebelius
Hammer- Michel Shuater

schmidt Miller, Calif. Smith, Nsbr.
Hanson Miller, Ohio Spence
Harsha Moore Stanaeand
Holland Moorhead. Stanton
Holt Calif. iteiger
Horton Mottl Stump
Huckaby Myers, Gary Symma
Hyde Myers, John Taylor
Ichord O'Brien Tongue
Jacobs Penetta Thone
Jeffords Pettis Treen
JohnsOn. 0010. Pickle Vender Jsgt
Jones. Okia. Pike Volkmer
Hasten Poage Walker
Kezen Pritchard Whitten
Kemp Pursell Winn
Ketchum Quayle Wlrth
Kindness Quie Wydler
Legomarsino Quillen l'oung, Alaaka
Leach Railebeck l'oung, Tea.
Lehman Regule

lOT VOTING—iS
AuCoin Dornan Stockman
Boiling Flowers Whalen
Carter Koch Wiggins
Clawson, Del McHugh
Dodd Montgomery

The Clerk announced the foflowing
pairs:

On this vote:
Mr. Dodd for, with Mr. Del Clawson against.
Mr. Carter for, with Mr. flornan against.

Until further notice:
Mr. AuCoin with Mr. Flowers.
Mr. Montgomery with Mr. Stookman.
Mr. McHugh with Mr. Whalen.
Mr. Koch with Mr. Wiggins.

Mrs. FENWICK and Mr. RUSSO
changed their vote from "nay" to "yea."

So the bill was passed.
The result of the vote was announced

as above recorded.
A motion to reconsider was laid on the

table.

TITLE AMENDMENT TO H.R. 9346
Mr. ULLMAN. Mr. Speaker, I ask

unanimous consent that the title of the
bill, R.R. 9346. be amended to read as
follows: "A bill to amend the Social Se-
curity Act and the Internal Revenue
Code of 1954 to strengthen the flnanc-
ln of the social security system, to re-
duce the effect of wage and price fluctu-
ation on the system's bengflt structure, to
provide for the conduct of studies with
respect to coverage under the system for
Federal employees and for employees of
State and local governments, to Increase
the earnings limitation, to eliminate
certain gender-based distinctions and
provide for a study of proposals to elim-
inate dependenty and sex discrimina-
tion from the 5ocial security program,
axd for other puyposes.'.

The SPEAKER pro teinpore. Is there
objection to the request of the gentle-
man from Oregon?

Mr. ROUSSELOT. Mr. Speaker, re-
serving the right to object, will the gen-
tleman explain to us why all of this is
necessary?

CONGRESSIONAL RECORD — HOUSE

Mr. ULLMAN. If the gentleman will
yield, this Is merely an amendment to
the title to take Into account the amend-
ments that have been made to the bill.

Mr. ROUSSELOT. The gentleman can
assure us that it In no way changes the
substance of the bill from what we have
passed?

Mr. ULLMAN. That Is absolutely cor-
rect.

Mr. BOUSSELOT. I appreciate the
gentleman's clarification, Mr. Speaker,
and I withdraw my reservation of ob-
jectioc.

The WEAKER pro tempore. Is there
objection to the request of the gentle-
man from Oregon?

There was no objection.

GENERAL LEAVE
Mr. VLLMAN. Mr. Speaker, I ask

unanimous consent that all Members
may have 5 legislatIve days in which to
extend their remarks on each of the
amendments and on the bill just passed,
HR. 9346.

The WEAkER pro tempore. Is there
objection to the request of the gentle-
man from Oregon?

There was no objection,
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AN ACT
To amend the Social Security Act and the Internal Revenue

Code of 1954 to strengthen the financing of the social security

system, to reduce the effect of wage and price fluctuation on

the system's benefit structure, to provide for the conduct of

studies with respect to coverage under the system for Fed-

eral employees and for employees of State and local govern-

ments, to increase the earnings limitation, to eliminate certain

gender-based distinctions and provide for a study of proposals

to eliminate dependeiiy and sex discrimination from the
social security program, and for other purposes.

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

2 tives of the United States of America in Congre3s assembled,

3 Tha.t this Act, with .the following table of contents, may be

4 cited as the "Social 'Security Financing AmenIrnents of

5 1977".

II
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1 TITLE I—PROVISIONS TO IMPROVE THE Fl-

2 NANCING OF THE OLD-AGE, SURVIVORS,

AND DISABILITY INSURANCE PROGRAM

4 ADJUSTMENTS IN TAX RATES

5 SEC. 101. (a) (1) Section 3101 (a) of the Internal

6 Revenue Code of 1954 (relating to rate of tax on employees

for purposes of old-age, survivors, and disability insurance)

8 is amended by striking out paragraphs (1) and (2) and

9 inserting in lieu thereof the following:

10 "(1) with respect to wages received during the

11 calendar years 1974 through 1977, the rate shall be

12 4.95 percent;

13 "(2) with respect to wages received during the

14 calendar years 1978 through 1980, the rate shall be

15 5.05 percent;

16 "(3) with respect to wages received during the

17 calendar year 1981, the rate shall be 5.25 percent;

18 "(4) with respect to wages received during the
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1 calendar years 1982 through 1984, the rate shall be

2 5.35 percent;

3 "(5) with respect to. wages received during the

4 calendar years 1985 through 1989, the rate shall be

5.65 percent; and

6 "(6) with respect to wages received after Decem-

ber 31, 1989, the rate shall be 6.20 percent.".

8 (2) Section 3111. (a) of such Code (relating to rate

of tax on employers for purposes of old-age, surviyors, and

10 disability insurance) is amended by striking out paragraphs

i (1) and (2) and inserting in lieu thereof the following:

12 "(1) with respect to wages paid during the cal-

13 endar years 1974 through 1977, the rate shall be 4.95

14 percent;

15 "(2) with respect to wages paid during, the cal-

16 endar years 1978 through 1980, the rate shall be 5.05

17 percent;

18 "(3) with respect to wages paid during the calen-

19 dar year 1981, the rate shall be 5.25 percent;

20 "(4) with respect to wages paid during the caI-

21 endar years 1982 through 1984, the rate shall be 5.35

22 percent;

23 "(5) with respect to wages received during the

24 calendar years 1985 through 1989, the rate shall be

25 5.65 percent; and
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1 "(6) with respect to wages paid after December 31,

2 1989, the rate shall be 6.20 percent.".

3 (3) Section 1401 (a) of such Code (relating to rate of

4 tax on self-employment income for purposes of old-age,

5 survivors, and disability insurance) is amended by striking

6 out "a tax" and all that follows aiid inserting in lieu thereof

7 the following: "a tax as follows:

8 "(1) in the case of ally taxable year beginning

9 before January 1, 1978, the tax shall lie equal to 7.0

10 percent of the amount of the self-einploymeiit income

11 for such taxable year;

12 "(2) in the case of any taxable year begiiniing

13 after December 31, 1977, aiid before January 1, 1981,

14 the tax shall be equal to 7.10 perceiit of the aniount of

15 the self-employment income for such taxable year;

16 "(3) in the case of any taxable year beginniiig

17 after December 31, 1980, and before January 1, 1982,

18 the tax shall be equal to 7.90 percent of the amount of

19 the self-employment income for such taxable year;

20 "(4) in the case of any taxable year beginning after

21 December 31, 1981, and before January 1, 1985, the

22 tax shall be equal to 8.05 percent of the amount of the

23 self-employment income for such taxable year;

24 "(5) in the case of any taxable year beginning after

25 December 31, 1984, and before January 1, 1990, the
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tax shall be equal to 8.45 percent of the amount of the

2 sell-employment income for such taxable yea.r; and

"(6) in the case of any taxable year beginning

4 after December 31, 1989, the tax shall be equal to 9.30

5 percent of the ainotrnt of the self-employment income

6 for such taxable year.".

7 (b) (1) Section 3101 (b) of such Code (relating to rate

8 of tax on employees for purposes of hospital insurance) is

9 amended by striking out paragraphs (1) through (4) and

10 iliserting in lieu thereof the following:

11 "(1) with respect to wages received during the

12 calendar years 1974 through 1977, the rate shall be

13 0.90 percent;

14 "(2) with respect to wages received during the

15 calendar years 1978 through 1980, the rate shall be

16 1.00 percent;

17 "(3) with respect to wages received during the

18 calendar years 1981 t'hrough 1985, the rate shall be

19 1.30 pereent;and

20 "(4) with respect to wages received after Decem-

21 ber 31, 1985, the rate shall be 1.45 percent.".

22 (2) Section 3111 (b) of such Code (relating to rate of

23 tax on employers for purposes of hospital insurance) is

24 amended by striking out pargraphs (1) through (4) and

25 inserting in lieu thereof the following:
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1
"(1) with respect to wages paid during the cal-

2 endar years 1974 through 1977, the rate shall be 0.90

percent;

4 "(2) with respect to wages paid during the cal-

endar years 1978 through 1980, the rate shall be 1.00

6 percent;

7 "(3) with respect to wages paid during the cal-

8 endar years 1981 through 1985, the rate shall be 1.30

9 percent; and

10 "(4) with respect to wages paid after December 31,

1985, the rate shall be 1.45 percent.".

12 (3) Section 1401 (b) of such Code (relating to ta.x on

13 self-employment income for purposes of hospital insurance)

14 is amended by striking out paragraphs (1) through (4) and

j inserting in lieu thereof the following:

16 "(1) •in the ca.se &f any taxable year beginning

17 after December 31, 1973, and before January 1, 1978,

18 the tax shall be equal to 0.90 percent of the amount of

19 the self-employment income for such taxable year;

"(2) in the case of any taxable year beginning after

21 December 31, 1977, and before January 1, 1981, the

22 tax shall 'be equal to 1.00 percent of the amount of the

23 self-employment income for such taxable year;

24 "(3) in the case of any taxable year beginning after

25 December 31, 1980, and before January 1, 1986, the
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1 tax shall be equal to 1.30 percent of the amount of the

2 self-employment income for such taxable year; and

3 "(4) in the case of any taxable year beginning after

4 December 31, 1985, the tax shall be equal to 1.45 per-

cent of the amount of the self-employment income for

6 such taxable year.".

7 ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

8 SEC. 102. (a) (1) Section 201 (b) (1) of the Social

9 Security Act is amended by striking out clauses (G)

10 through (J) and inserting in lieu thereof the following:

ii "(G) 1.55 per centum of the wages (as so defined) paid

12 after December 31, 1977, and before January 1, 1979, and

13 so reported, (H) 1.50 per centum of the wages (as so

14 defined) paid after December 31, 1978, and before Janu-

15 ary 1, 1981, and so reported, (I) 1.60 per centum of the

16 wages (as so defined) paid after December 31, 1980, and

17 before January 1, 1985, and so reported, (J) 1.80 per

18 centum of the wages (as so defined) paid after Decem-

19 ber 31, 1984, and before January 1, 1990, and so reported,

20 and (K) 2.20 per centum of the wages (as so defined)

21 paid after December 31, 1989, and so reported,".

22 (2) Section 201 (b) (2) of such Act is amended by

23 striking out clauses (G) through (J) and inserting in lieu

24 thereof the following: "(G) 1.090 per centum of the amount

25 of self-employment income (as 'so defined) so reported for any
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i taxable year beginning after December 31, 1977, and before

2 January 1, 1979, (H) 1.055 per centurn of the amount of

3 self-employment income (as so defined) so reported for any

4 taxable year beginning after December 31, 1978, and before

5 January 1, 1981, (I) 1.200 per centum of the amount of

6 self-employment income (as so defined) so reported for any

7 taxable year beginning after December 31, 1980, and before

8 January 1, 1985, (J) 1.350 per centuni of the amount of

9 self-employment income (as so defined) so reported for any

10 taxable year beginning after December 31, 1984, and before

11 January 1, 1990, and (K) 1.050 per centurn of the amount

12 of self-employment income (as so defined) so reported for

13 any taxable year beginning after December 31, 1989,".

14 INCREASES IN EARNINGS BASE

15 SEC. 103. (a) (1) Section 230 (a) of the Social Security

16 Act is amended by inserting "or (c)" after "determined

17 under subsection (b) ".

18 (2) Section 230 (b) of such Act is amended by striking

19 out "shall be" in the matter preceding paragraph (1) and

20 inserting in lieu thereof "shall (subject to subsection (c) )

21 be".

22 (b) Section 230 (c) of such Act is amended—

23 (1) by inserting "(1)" immediately before "the

24 'contribution and benefit base'"; and
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1
(2) by striking out "section." and inserting in lieu

2
thereof the following:

"section, aiid (2) the 'contribution and benefit base' with

respect to remuneratioii paid (aiid taxable years begin-

ning)—

G
"(A) in 1978 shall be $19,900,

7
"(B) in 1979 shall be $22,900,

8
"(0) in 1980 shall be $25,900, and

9
"(D) in 1981 shall be $29,700.

10 or purposes of determining under subsection (b) the 'con-

tribution and benefit base' with respect to remuneratioii paid

12 (and taxable years beginning) in 1982 and subsequent years,

13 the dollar amounts specified in clause (2) of the preceding

14 sentence shall be considered to have resulted from the applica-

15 tion of such subsection (b) and to be the amount determined

16 (with respect to the years involved) under that subsection.

17 For purposes of determining employer tax liability under

18 section 3221 (a) of the Internal Revenue Code of 1954 and

19 for purposes of computing average monthly compensation

20 under section 3(j) of the Railroad Retirement Act of 1974,

21 except with respect to annuity amounts determined under

22 section 3 (a) or 3 (f) (3) of such Act, clause (2) and the

23 preceding sentence of this subsection shall be disregarded.".
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1 (c) (1) Section 230 of such Act is further amended by

2 adding at the end thereof the following new subsection:

3. "(d) Notwithstanding any other provision of law, the

4 contribution and benefit base determined under this section

5 for any calendar year after 1976 for purposes of section

6 4022 (b) (3) (B) of Public Law 93—406, with respect to any

7 plan, shall be the contribution and benefit base that would

8 have been determined for such year if this section as in effect

9 immediately prior to the enactment of the Social Security

10 Financing Amendments of 1977 had remained in effect

11 without change.".

12 (2) The amendment made by paragraph (1) shall

13 apply with respect to plan terminations occurring after the

14 date of the enactment of this Act.

15 (d) (1) The second sentence of section 215 (i) (2) (D)

16 (v) of such Act is amended by striking out "is equal to

17 one-twelfth of the new contribution and benefit base" and

18 inserting in lieu thereof "is equal to, or exceeds by less than

19 $, one-twelfth of the new contribution a.nd benefit base".

20 (2) The third sentence of section 215 (i) (2) (D) (v)

21 of such Act is amended by striking out all that follows

22 "claase (iv)" and inserting in lieu thereof "plus 20 per-

23 cent of the excess of the second figure in the last line of

24 column III as extended under the preceding sentence over
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1 such second figure for the calendar year in which. the table

2 of benefits is revised.".

3 STANDBY GUARANTEE OF TRUST FUND LEVELS

4 SEC. 104. (a) Section 201 of the Social Security Act is

amended by adding at the end thereof the following new

6 subsection:

7 "(j) (1) If at the close of any calendar year after 1977

8 the balance remaining in the Federal Old-Age and Survivors

9 Insurance Trust Fund or the Federal Disability Insurance

10 Trust Fund (as determined by the Secretary of the Treasury

11 in the following February) is less than 25 percent of the

12 total amount of the expenditures made from such fund under

13 this title during that calendar year, there is hereby appro-

14 priated to the Secretary of the Treasury for loans to such

15 fund, out of any moneys in the Treasury not otherwise ap-

16 propriated, as of the following July 1, an amount equal
17 to the difference between (A) such balance, and (B) 274-

18 percent of the total amoimt of such expenditures.

19 "() If at the close of any calendar year succeeding a

20 calendar year with respect to which an appropriation for

21 loans to either trust fund is made under paragraph (1) —

22 "(A) the balance remaining in that fund (as deter-

23 mined by the Secretary of the Treasury in the following

24 February) is less than 35 percent of the total amount,
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1 of the expenditures made from such fund under this title

2 during such succeeding calendar year (whether or not

3 an appropriation for loans to such fund is made under

4 paragraph (1) with respect to such succeeding year),

and

6
"(B) the outstanding balance of all loans (includ-

7 ing accumulated interest) which were made to such

8 fund under paragraph (1) with respect to calendar years

before such succeeding year (and which have not been

10 repaid to the Treasury under paragraph (3) ) is $2,-

11 000,000,000 or more,

12 the taxes imposed by sections 1401 (a), 3101 (a), and 3111

13 (a) of the Internal Revenue Code of 1954 with respect to

14 wages received or paid (and taxable years beginning) in

15 the second calendar year after such succeeding year shall

16 be increased as provided in section 3125 of such Code.

17 "(3) Any amount appropriated for loans to either

18. trust fund with respect to any calendar year under para-

19 graph (1) shall be repaid, with interest, by transfer from

20 such fund to the general fund of the Treasury. A repay-

21 ment of such amount shall be made on July 1 next succeed-

22 ing any subsequent calendar year at the close of which (as

23 determined by the Secretary of the Treasury in the follow-

24 ing February) the balance remaining in such fund exceeds
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1 30 percent of the total amount of the expenditures made

2 from such fund under this title during that calendar year,

3 and any such repayment shall be in an amount equal to

4 the difference between (A) such balance, and (B) 30 per-

5 cent of the total amount of such expenditures. Interest on

6 any such loan shall he at a rate, as determined by the Sec-

7 retary of the Treasury, equal to the average market yield

8 on the outstanding marketable obligations of the United

9 States of comparable maturities at the time the loan was

io made.".

(b) (1) (A) Section 1401 (a) of the Internal Revenue

12 Code of 1954 (as amended by section 101 (a) (3). of this

13 Act) is a.mended by inserting "(subject to section 3125)"

14 after "a tax" in the matter preceding paragraph (1).

15 (B) Sections 3101 (a) and 3111 (a) of such Code (as

16 amended by section 101 (a) (1) and (2) of this Act) are

17 each amended by inserting "(subject to section 3125)" after

18 "equal to the following percentages" in the matter pre-

19 ceding paragraph (1).

20 (2) (A) Chapter 21 of such Code (the Federal Insur-

21 ance Contributions Act) is further amended by redesignating

22 sections 3125 and 3126 as sections 3126 and 3127, respec-

23 tively, and by inserting after section 3124 the following new

24 section:
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1
"SEC. 3125. INCREASE IN TAX RATES TO ASSURE REPAY-

2
MENT OF LOANS MADE TO TRUST FUNDS.

3
"Whenever an appropriation has been made under sec-

tion 201 (j) (1) of the Social Security Act for loans to the

Federal Old-Age and Survivors Insurance Trust Fund or

6
the Federal Disability Insurance Trust Fund, and section

201 (j) (2) of such Act applies with respect to a succeeding

calendar year, each of the rates of tax which would otherwise

be effective under sections 3101 (a) and 3111 (a) with re-

10 spect to wages received or paid in the second calendar year

after such succeeding year shall be increased by 0.10 percent,

12 and the rate or rates of tax which would otherwise be effective

13
under section 1401 (a) with respect to taxable years begin-

14 ning in the second year after such succeeding year shall be

15 increased by 0.15 percent.".

16 (B) The table of sections for subchapter C of chapter 21

17 of such Code is amended by striking out the last two items and

18 inserting in lieu thereof the following:

"Sec. 3125. Increase in tax rates to assure repayment of loans
made to trust funds.

"Sec. 3126. Returns in the case of governmental employees
in Guam, American Samoa, and the District
of Columbia.

"Sec. 3127. Short title.".

19 EFFECTIVE DATE

20 SEC. 105. The amendments made by sections 101, 102,

21 and 103 shall apply with respect to remuneration paid or

22 received, and taxable years beginning, after 1977. The
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1 amendments made by section 104 shall apply' with respect

2 to calendar years after 1977.

3 TITLE IL—STABILIZATION OF REPLACEMENT

4 RATES IN THE OLD-AGE, STJRVIVORS, AND

5 DISABILITY INSURANCE PROGRAM

6 COMPUTATION OF PRIMARY INSURANCE AMOUNT

7 SEC. 201. (a) Section 215 (a) of the Soial Security

8 Act is amended to read as follows:

9 "(a.) (1) (A) The primary insurance amount of an

10 individual shall (except as otherwise provided in this section)

11 be equal to the sum of—

12 "(i) 90 percent of the individual's average indexed

13 monthly earnings (determined under subsection (b) )

14 to the extent that such earnings do not exceed the amount

15 established for purposes of this clause by subparagraph

16 (B),

17 "(ii) 32 percent of the individual's average indexed

18 monthly earnings to the extent that such earnings exceed

19 the amount established for purposes of clause (i) but do

20 not exceed the amount established for purposes of this

21 clause by subparagrph (B), and

22 "(iii) 15 percent of the individual's iverage in-

23 dexed monthly earnings to the extent that such earnings

24 exceed the amount established for purposes of clause (II),
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1 rounded in accordance with subsection (g), and thereafter

2 increased as provided in subsection (i).

(B) (i) For individuals who initially become eligible

4 for. old-age or disability insurance benefits or die in the cal-

endar year 1979, the amounts established for purposes of

6 clauses (1) and (ii) of subparagraph (A) shall be $180

7 and $1,085, respectively.

8 "(ii) For individuals who initially become eligible for

.9 old-age or disability insurance benefits or die in any calendar

10 year after 1979, each of the amounts so established shall

11 equal the product of the corresponding amount established

12 with respect to the calendar year 1979 under clause (i) of

13 this subparagraph and the quotient obtained by dividing—

14 "(I) the average of the total wages (as defined in

1 regulations of the Secretary and computed without regard

16 to the limitations specified in section 209 (a) ) reported

17 to the Secretary of the Treasury or his delegate for the

18 second calendar year preceding the calendar year for

19 which the determinatioB is made, by

20 "(II) the average of the total wages (as so defined

21 and computed) reported to the Secretary of the Treasury

22 or his delegate 'for the calendar year 1977.

23 "(iii) Each amount established under clause (ii) for

24 any a1endar yearshall be rounded to the nearest $1, except



19.

1 that any amount so established which is a multiple of $0.50

2 but not of $1 shall be rounded to the next higher $1.

3 "(0) (i) No primary insurance amount computed under

4 subparagraph (A) may be less than—

5 "(I) the dollar amount set forth on the first line of

6 column IV in the table of benefits contained in (or

7 deemed. to be contained in) this subsection as in effect

8 in December 1978, rounded (if not a multiple of $1) to

9 the next higher multiple of $1, or

10 "(II) an amount equal to $11.50 multiplied by the

11 individual's years of coverage in excess of 10, or the

12 increased amount determined for purposes of this sub-

13 division under subsection (i)

14 whichever is greater. No increase uider subsection (i), oc-

15 curring before the year in which an individual becomes eli-

16 gible for old-age or disability, insurance benefits or dies, shall

17 apply to the dollar amount specified in subdivision (I) of

18 this clause with respect, to such individual.

19 "(ii) For purposes of clause (i) (II), the term 'years.

20 of coverage' with respect to any individual means the num-

21 ber (not exceeding 30) equal to the sum of (I) the number.

22. (not exceeding 14 and disregarding. any fraction) deter-

23 mined by dividing (a) the total of the wages credited tQ

24 such individual (including wages deemed, to be paid Prior
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1 to 1951 to such individual under section 217, compensation

2 under the Railroad Retirement Act of 1937 prior to 1951

3 which is creditable to such individual pursuant. to this title,

4 and wages deemed to be paid prior to 1951 to such individual

5 under section 231) for years after 1936 and before 1951

6 by (b) $900, plus (II) the number equal to the number of

7 years after 1950 each of which is a computation base year

8 (within the meaning of subsection (b) (2) (B) (ii) ) and in

9 each of which he is. credited with wages (including wages

10 deemed to be paid to such individual under section 217,

11 compensation under the R.ilroad Retirement Act of 1937 or

12 1974 which is creditable to such individual pursuant to this

13 title, and wages deemed to be paid to such individual under

14 section 229) and self-employment income of not less than 25

15 percent of the maximum amount which, pursuant to subsec-

16 tion (e) , may be counted for such year, or of not less than 25

17 percent of the maximum amount which could be so counted

18 for such year (in the cise of a year after 1977) if section 230

19 as in effect immediately prior to the enactment of the Social

20 Security Financing Amendments of 1977 had remained in

21 effect without change.

22 "(D) In each calendar year after 1978 the Secretary

23 shall publish in the Federal Register, on or before Novem-

2i her 1, the formula for computing benefits under this para-

25 graph and for adjusting wages and self-employment income
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1 under subsection (b) (3) in the case of an individual who

2 becomes eligible for an old-age insurance benefit, or (if

earlier) becomes eligible for a disability insurance benefit

4 or dies, in the following year, and the average of the total

5 wages (as described in subparagraph (B) (ii) (I)) on

6 which that formula is based. With the initial publication re-

' quired by this subparagraph, the Secretary shall also publish

8 in the Federal Register the average of the total wages (as

9 so described) for each caendar year after 1950.

10 "(2) (A) A year shall iiot be counted as the year of an

11 individual's death or eligibility for puioses of this subsection

12 or subsectioii (b) or (i) in any case where such ilidivid-

13 ual was entitled to a disability insurance benefit for any of the

14 12 months immediately precediiig the month of such death

15 or eligibility (but there shall be couiited instead the year of

16 the individual's eligibility for the disability insurance benefit

17 or benefits to which he wa entitled during such 12 rnohths).

18 "(B) In the case of an individual who was entitled

19 to a disability insurance benefit for any of the 12 months

20 before the month in which he became entitled to an old-age

21 insurance benefit, became reentitled to a disability insurance

22 benefit, or died, the primary insurance amount for determin-

23 ing any benefit attributable to that entitlement, reentitlement,

24 or death is the greater of—

2 "(i) the primary insurance amount upon which such
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1 disability insurance benefit was based, increased by the

2 amount of each general benefit increase (as defined in

3 subsection (1) (3)), and each increase provided under

4 subsection (i) (2), that would have applied to such

5 primary insurance amount had the individual remained

6 entitled to such 'disability insurance benefit until the

7 month in which he became so entitled or reentitledor

8 died, or

9 "(ii) the amount computed under paragraph (1)

10 (C).

ii "(C) In the case of an individual who was entitled to

12 a disability insurance benefit for any month, and with respect

13 to whom a primary insurance amount is required to be com-

14 puted at any time after the close of the period of the mdi-

15 vidual's disability (whether because of such individual's

16 subsequent entitlemeiit to old-age insurance benefits or to a

17 disability insurance benefit based upon a subsequent period

18 of disability, or because of such individual's death), the

19 primary insurance amount so computed may in no case be

20 less than the primary insurance amount with respect to

21 which such former disability insurance benefit was niost re-

22 'cently determined.

23 " (3) (A) Paragraph (1) applies only to an individual

24 who was not eligible for an old-age insurance benefit prior

"25 to January 1979 and who in that or any succeeding month—
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1 "(i) becomes eligible for such a benefit,

2 "(ii) becomes eligible for a disability insurance

3 benefit, or

4 "(iii) dies,

and (except for subparagraph (0) (i) (II) thereof) it. ap-

6 plies to every such individual except to the extent otherwise

7 provided by paragraph (4).

8 "(B) For purposes. of this title, an individual is deemed

9 to be eligible—

10 "(i) for old-age insurance benefits, for months

ii. beginning with the month in. which he attains age 62, or

12 "(ii) for disability insurance benefits, for months

13 beginning with the month in which his pcroid of dis-

14 ability began as provided under section 210 (i) (2) (0),

15 except as. provided in paragraph (2) (A) iii cases where

16 fewer than 12 months have elapsed since the termination of a

17 prior period of disability..

18 "(4) Para.graph (1) (except for subparagraph (0) (i)

19 (II) thereof) does not apply to the computation or recoin-

20 putation of a primary insurance amount for—

21 "(A) an individual who was eligible for a disability

22 insurance benefit for a month prior to January 1979

23 unless, prior to the month in which occurs the event

24 described in clause (i), (ii), or (iii) of paragraph (3.)

25 (A), there occurs a period of at least 12 coiisecutiv.e
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1 months for which he was not entitled to a disability

2 insurance benefit, or

3 "(B) an individual who had wages or self-eiiiploy—

4 ment income credited for one or more years prior to

1979, and who was not eligible for an old-age or disa-

6 bility insurailce benefit, and did not die, iior to January

7 1979, if iii the year for which the coiiiputatioii or re—

8 computation would be made the individual's primary

9 insurance amount would be greater if computed or

10 recomputed—

11 "(i) under section 215 (a) as in effect in

12 December 1978, for purposes of old-age iiisuraiice

13 benefits in the case of an individual who becomes

14 eligible for such benefits prior to 1989, or

15 "(ii) as provided by section 215 (d), in the

16 case of an individual to whom such section applies.

17 In determining whether an individual's primary insurance

18 amount would be greater if computed or recoiiiputed as pro-

19 vided in subparagraph (B) , (I) the table of beijefits in

20 effect in December 1978 shall be applied without regard

21 to any increases in that table which ixiay become effective

22 (in accordaiice with subsection (i) (4) ) for years after

23 1978 (subject to subsection (i) (2) (A) (iii) ) aiid (II)

24 such individual's average monthly wage shall be computed as

25 provided by subsection (b) (4).
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1 "(5) For purposes of computing the primary insuranpe

2 amount (after December 1978) of an individual to whom

paragraph (1) does not apply (other than I an individual

4 described in paragraph (4) (B) ), this section as in effect

5 in December 1978 shall remain in effect, except that, efiec-

6 tive for January 1979, the dollar amount specified in para-

7 graph (3) of subsection (a) shall be iiicreased to $11.50.

8 The table for determining primary insurance amounts and

9 maximum family benefits contained in this section in Decom-

10 ber 1978 shall be revised as provided by subsection (i) for

11 each year after 1978.".

12 (b) Section 215 (b) of such Act is amended to read as

13 follows:

14 "Average Indexed Monthly Earnings; Average Monthly

15 Wage

16 "(b) (1) An individual's average indexed monthly

17 earnings shall be equal to the quotient obtained by dividing—

18 "(A) the total (after adjustment under paragraph

19 (3) ) of his wages paid in and self-employment income

20 credited to his benefit computation years (determined

21 nuder paragraph (2) ), by

22 "(B) the number of months in those years.

23 "(2) (A) The number of an individual's benefit corn-

24 putation years equals the number of elapsed years, reduced
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i. by . five, except that the number of an, individual's benet

2 computation years may not be less than two.

3 "(B) For purposes of this subsection with. respect o

4 any individual—

5. "(i) the term "benefit computation years' means

:6 those computation base years, equal in number to the

7 number determined under subparagraph (A), for which

8 the total of such individual's wages and self-employineit

9 income, after adjustment under paragraph (3), is tIe

i.o largest;.

ii. "(ii) the term 'computation base years' means the

12 caleiidar.yeajs after 1950 and before—

13 "(I) in the case of an individual entitled to

14 o1dage insurance benefits, the year in which oc-

15 curred (whether by reason of section 202 (j) (1) or

16 otherwise) the first month of that. entitlement.; or

17 "(II) in the case of an individual who hs

18 died (without having become entitled to old-age in-

19 surance benefits), the year succeeding the year of

'20 his death;

21 except that such term excludes any calendar year en-

22 .tirely. included in a period of disability;, and

23 "(iii) the term 'number of elapsed years' means

,24 (except as otherwise provided by section 104 (j) (2)

25 of the Social Security Amendments of 1972) .the num-
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her of calendar years after 1950 (or, if later, the year

2 in which the individual attained age 21) and before the

3 year in which the individual died, or, if it occurred

4 earlier but after 1930, the year in which he attained age

5 62; except that such term excludes any calendar year any

part of which is included in a period of disability.

7 "(3) (A) Except as provided by subparagraph (B),

8 the wages paid in and self-employment income credited to

9 each of an individual's computation base years for purposes

10 of the selection therefrom of benefit computation years under

11 paragraph (2) shall be deemed to be equa' to the product

12 of—

13 "(i) the wages and self-employment income paid

14 in or credited to such year (as determined without re-

15 gard to this subparagraph), and

16 "(ii) the quotient obtained by dividing—

17 "(I) the average of the total wages (as defined

in regulations of the Secretary and computed with-

19 out regard to the limitations specified in section 209

20 (a) ) reported to the Secretary of the Treasury or

21 his delegate for the second calendar year (after

22 1976) preceding the year of the individual's death

23 or initial eligibility for an old-age or disability in-

24 surance benefit, whichever is earliest, by

25 "(II) the average of the total wages (as so
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1 defined and computed) reported to the Secretary

2 of the Treasury or his delegate for the computation

3 base year for which the determination is made.

4 "(B) Wages paid in or self-employment income

5 credited to an individual's computation base year which—

6 "(i) occurs after the secOnd calendar year specified

7 in subparagraph (A) (ii) (I), or

8 "(ii)is a year treated under subsection (f) (2) (C)

9 as though it were the last; year of the period specified

10 in subsection (b) (2) (B) (ii),

11 shall be available for use in determining an individual's bene-

12 fit computation years, but without applying subparagraph

13 (A) of this paragraph.

14 "(4) For purposes of determining the average monthly

15 wage of an individual whose primary insurance amount is

16 computed (after 1978) under section 215 (a) or 215 (d)

17 as in effect (except with respect to the table contained

18 therein) in December 1978, by reason of subsection (a)

19 (4) (B), this subsection as in effect in December 1978

.20 shall remain in effect, except that paragraph (2) (0) (as

21 then in effect) shall be deemed to provide that 'computation

22 base years' include only calendar years in the period after

23 1950 (or 1936, if applicable) and prior to the year in

24 which occurred the first month for which the individual was

25 eligible (as defined in subsection (a) (3) (B) as in effect
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1 in January 1979) for an old-age or disability insurance

2 benefit, or died Any calendar year all of which is included

3 in a period of disability shall not be included as a computa-

4 tion base year for such purposes.".

5 (c) Section 215 (c) of such Act is amended to read

6 as follows :

7 "Application of Prior Provisions in Certain Cases

8. "(c) This subsection as in effect in December 1978

9 shall remain in effect with respect to an individual to whom

10 subsection (a) (1) does not apply by reason of the mdi-

11 vidual's eligibility for an old-age or disability insurance bene-

12 fit, or the individual's death, prior to 1979.".

13 (d) (1) The matter in the text of section 215 (d) of

14 such Act which precedes paragraph (1) (C) is amended to

15 read as follows:

16 "(d). (1) For purposes of column I of the table appear-

17 ing in subsection (a), as that subsection was in effect in

18 December 1977, an individual's primary insurance benefit

19 shall be computed as follows:

20 "(A) The individual's average monthly wage shall

21 be determined as provided in subsection (b), as in effect

22 in December 1977 (but without regard to )arag1ap11

23 (4) thereof), except that for purposes of paragraphs

24 (2) (0) and (3) of that subsection (as o in effect)

25 1936 shall be used instead of. 1950.
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1• "(B) For purposes of subparagraphs (B) and

2 (0) of subsection (b) (2) (as so in effect), the total

3 wages prior to 1951 (as defined in subparagraph (0)

4 of this paragraph) of an individual who attained age

5 21 after 1936 and prior to 1951 shall be divided by the

6 number of years (hereinafter in this subparagraph re-

7 ferréd to as the 'divisor') elapsing after the year in

8 which the individual attained age 21 and prior to the

9 earlier of 1951 or the year of the individual's death.

10 The quotient so obtained shall be deemed to be the md-

11 vidual's wages credited to each of the years included in

12 the divisor, except that—

13 "(i) if the quotient exceeds $3,000, only $3,000

14 shall be deemed to be the individual's wages for each

15 of years included in the divisor, and the remainder of

16 the individual's total wages prior to 1951 (I) if less

17 than $3,000, shall be deemed credited to the year in

18 which the individual attained age 21, or (II) if

19 $3,000 or more, shall be deemed credited, in $3,000

20 increments, to the year in which the individual at-

21 tamed age 21 and to each year consecutively preced-

22 ing that year, with any remainder less than $3,000

23 being credited to the year immediately preceding the

24 earliest year to which a full $3,000 increment was

25 credited; and
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1 "(ii) no more than $42,000 may be taken into

2 accot, for purposes of this subparagraph, as• total

3 wages after 1936 and prior to 195L",.

(2) Section 215(d) (1) (D) of such. Act is amended

5 toreadsfollows:

6 "(D) The individual's primary insurance benefit

shall be 40 percent of the first .$50 of his average

8 monthly wage as computed under this subsection, plus

10 percent of ;the next $200 of his average, monthly

10 wage, increased by 1 percent for each increment year.

ii The number of increment years is the number, not more

12 than 14 nor less than 4, that is equal to the individual's

total wages prior to 1951 divided by $1,650 (disre-

garding any fraction) .".

15 (3) Section 215 (d) (3) of such Act is. amended (A)

by. strikirg out "in the, case of an in4ividual" and all that

17 follows and inserting in lieu thereof the following "in the

• ease of an individual who had a period of disability which

i began prior to. 1951, but' only lithe primary insurance amount

20 resulting therefrom is hgber than the.. primary insurance

21 amount ,resulting from the application of this section (as

22 . amended by the. Social Security Amendments of. 1967) and.

23 section 220.".

24' (4) Section 215 (d) of such Act is further tmended by

25 &lding. at the end thereof the following new paragraph:



1 "(4) The provisions of this subsection as in effect in

2 December 1977 shall be applicable to individuals who be-

3 come eligible for old-age or disability insurance benefits or

4 die prior to 1978.".

5 (e) Section 215 (e) of such Act is amended—

6 (1) by striking out "average monthly wage" each

7 place it appears and inserting in lieu thereof "avcrage

S indexed monthly earnings or, in the case of an individual

9 whose primary insurance amount is computed under

10 section 215 (a) as in effect prior to January 1979, aver-

11 age monthly wage," and

12 (2) by inserting immediately before "of (A)" in

13 paragraph (1) the following: "(before the application,

14 in the case of average indexed monthly earnings, of

15 subsection (b) (3) (A) ) ".

16 (f) (1) Section 215 (f) (2) of this Act is amended to

17 read as follows :

18 "(2) (A;) If an individual has wages or self-employ-

19 ment income for a year after 1978 for any part of which he

20 is entitled to old-age or disability insurance benefits, the

21 Secretary shall, at such time or times and within such period

22 as he may by regulatioi prescribe, recompute the individual's

23 primary insurance amount for that year.

24 "(B) •For the purpse of applying subparagraph (A)

25. of subsection (a.) . (1) to the average indexed monthly earn
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1 ings of an individual to whom that subsection applies and

2. :who receives a: recomputation under this paragraph, there

3 shall be used, in lieu of the amounts established by subsection

4 (a) (1) (B) for purposes of clauses (i) and (ii) of. subsec-

5 tion (a) (1) A), the amounts so established that were (or,

6 in the case of an individual described in subsection (a)

7 (4) (B), would have been) used in the computation of such

8 individual's primary insurance amount prior to the applica-

9 tion of this subsection.

10 "(C) A recomputation of 'any individual's primary in-

11 surance amount under this para.graph shall be made as pro-

12 vided in subsection (a) (1) as though the year with respect

13 to which it is made is the last year of the period specified in

14 subsection (b) (2) (B) (ii) and subsection (b) (3) (A)

15 shall apply with respect to any such recomputation as it

16 applied in the computation of such individual's primary in-

17 surance amount prior to the application of this subsection.

.18 "(II) A recomputation under this paragraph with re-

19 spect to any year shall be efiective—

20 "(1) in the case of an individual who did not die

21 in that year, for monthly benefits beginning with bene-

.22 fits for January of the following year; or

23 "(ii) in the case of an individual who died in

24 that year, for monthly benefits beginning with benefits

25 •for the month in which he died.".
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i (2) Section 215 (f) (3) of such Act is repealed.

2 (3) Section 215 (f) (4) of such Act is amended to read

.3 as follows:

4 "(4) A recomputation shall be effective under this sub-

5 section only if it increases the primary insurance amount

6 by at least $1.".

7 (4) Section 215 (f) of such Act is further amended by

8 adding at the end thereof the following new paragraphs:

9 "(7) This subsection as in effect in December 1978

10 shall continue to apply to the recomputation of a primary

11 insurance amount computed under subsection (a) or (d)

12 as in effect (without regard to the table in subsection (a))

13 in that month, and, where appropriate, under subsection (d)

14 as in effect in December 1977. For purposes of recomputing

15 a primary insurance amount determined under subsection

(a) or (d) (as so in effect) in the case of an individual to

whom those subsections apply by reason of subsection

18 (a) (4) (B) as in effect after December 1978, no remu-

19 neration shall be taken into account for the year in which the

20 individual initially became eligible for an old-age or dis-

21 ability insurance benefit or died, or for any year thereafter.

22 "(8) The Secretary shall recompute the primary in-

surance amounts applicable to beneficiaries whose benefits

24. are based on a primary insurance amount which was corn-

25 puted under section 215 (a) (3) effective prior to Janu-
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1 ary 1979, or would have been so computed if the dollar

2 amount specified therein were $11.50. Such recomputation

3 shall be effective January 1979, and shall include the effect

4 of the increase in the dollar amount provided by section 215

5 (.a) (1) (C) (i) (II). Such primary insurance amount shall

6 be deemed to be provided under such section for purposes of

7 section 215 (i) .".

8 (g) (1) Section 215 (i) (2) (A) (ii) of such Act is

9 amended to read as follows:

10 "(ii) If the Secretary determines that the base quarter

11 in any year is a cost-of-living computation quarter, he shall,

12 effective with the month of June of that year as provkled in

13 subparagraph (B), increase—

14 "(I) the benefit amount to which individuals are

15 entitled for that month under section 227 or 228,

16 "(II) the primary insurance amount of each other

17 individual on which benefit entitlement is based under

18 this title (including a primary insurance amount deter-

19 mined under subsection (a) (1) (0) (i)), and

20 "(III) the amount of total monthly benefits based

21 on any primary insurance amount which is permitted

22 under section 203 (and such total shall be increased,

23 unless otherwise so increased under another provision of

24 this title, at the same time as such primary insurance

25 amount) or, in the case of a primary insurance amount
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1 computed under subsection (a) as in effect (without

2 regard to the table contained therein) prior to January

1979, the amount to which the beneficiaries may be

4 entitled under section 203 as in effect in December 1978,

5 except as provided by section 203 (a) (3) and (7) as

6 in effect after December 1978.

7 The increase shall be derived by multiplying each of the

8 amounts described in subdivisions (I), (II), and (III)

9 (including each of those amounts as previously increased

10 under this subparagraph) by the same percentage (rounded

11 to the nearest one-tenth of 1 percent) as the percentage by

12 which the Consumer Price Index for that cost-of-living com-

13 putation quarter exceeds such index for the most recent prior

14 calendar quarter which was a base quarter under paragraph

15 (1) (A) (ii) or, if later, the most recent cost-of-living

16 computation quarter under paragraph (1) (B) ; and any

17 amount so increased that is not a'multiple of $0.10 shall be

18 increased to the next higher multiple of $0.10. Any increase

19 under this subsection in a. primary insurance amount deter-

20 mined under subparagraph (C) (i) (II) of subsection (a)

21 (1) shall be applied after the initial determination of such

22 primary insurance amount under that subparagraph (with

23 the amount of such increase, in the case of an individual who

24 becomes eligible for old-age or disability insurance benefits or

25 dies in a calendar year after 1979, being determined from the
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1 range of possible primary insurance amounts published by the

2 Secretary under the last sentence of subparagraph (D)
) .".

3 (2) Section 215 (i) (2) (A) of such Act is amended by

4 adding at the end thereof the following new clause:

5 "(iii) In the case of an individual who becomes eligible

6 for an old-age or disability insurance benefit, or who dies

7 prior to becoming so eligible, in a year in which there occurs

8 an increase provided under clause (ii), the individual's pri-

9 mary insurance amount (without regard to the time of entitle-

10 ment to that benefit) shall be increa.sed (unless otherwise so

11 increased under another provision of this title) by the amount

12 of that increase, but only with respect to benefits payable for

13 months after May of that year.".

14 (3) Section 215 (i) (2) (D) of such Act (as amended

15 by section 103 of this Act) is further amended by striking

16 out all that follows the first sentence and inserting in lieu

17 thereof the following: "He shall also publish in the Federal

18 Register at that time (i) a revision of the range of the pri-

19 mary insurance amounts which are possible after the appli-

20 cation of this subsection based on the dollar amount specified

21 in subparagraph (C) (i) (II) of subsection (a) (1) (with

22 such revised primary insurance amounts constituting the

23 increased amounts determined for purposes of such subpara-

24 graph (C) (1) (II) under this subsection), or specified in

25 section 215 (a) (3) as in effect prior to 1979, and (ii) a
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1 revision of the range of maximum family benefits which cor-

2 respond to such primary insurance amounts (with such

3 maximum benefits being effective notwithstanding section

4 203(a) except for paragraph (3) (B) thereof (or para-

.5 graph (2) thereof as in effect prior to 1979) ) .".

6 (4) Section 215 (i) of such Act is further amended by

7 adding at the end thereof the following new paragraph:

8 "(4) This subsection as in effect in December 1978 shall

9 continue to apply to subsections (a) and (d), as then in

10 effect, for purposes of computing the primary insurance

11 amount of an individual to whom subsection (a), as in effect

12 after December 1978, does not apply (including an individ-

13 ual to whom subsection (a) does not apply in any year by

14 reason of paragraph (4) (B) of that subsection (but the

l1 application of this subsection in such cases shall be modified

16 by the application of clause (I) in the last sentence of para-

17 graph (4) of that subsection) ). For purposes of computing

18 primary insurance amounts and maximum family benefits

19 (other than primary insurance amounts and maximum

20 family benefits for individuals to whom such paragraph (4)

21 (B) applies), the Secretary shall publish in the Federal

22 Register revisions of the table of benefits contained in sub-

23 section (a), as in effect in December 1978, as required by

2. paragraph (2) (D) of this subsection as then in effect.".
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1 MAXIMUM BENEFITS

2 SEc. 202. Section 203 (a) of the Social Security Act is

3 amended to read as follows:

4 "Maximum Benefits

5 "(a) (1) In the case of an individual whose primary

6 insurance amount has been computed or recomputed under

7 section 215 (a) (1) or (4), or section 215 (d), as in effect

8 after December 1978, the total monthly benefits to which

9 beneficiaries may be entitled under section 202 or 223 for a

10 month on the basis of the wages and self-employment in-

ii. come of such individual shall, except as provided by para-

12 graph (3) (but prior to any increases resulting from the

13 application of paragraph (2) (A) (ii) (III) of section 215

14 (i) ), be reduced as necessary so as not to exceed—

15 "(A) 150 percent of such individual's primary

16 insurance amount to the extent that it does not exceed

17 the amount established with respect to this subparagraph

18 by paragraph (2),

19 "(B) 272 percent of such individual's piimary

20 insurance amount to the extent that it exceeds the

21 amount established with respect to subparagraph (A)

22 but does not exceed the amount established with respect

23 to this subparagraph by paragraph (2),

24 "(0) 134 percent of such individual's primary 'ki-
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1 surance amount to the extent that it exceeds the amount

2 established with respect to subparagraph (B) but does

3 not exceed the amount established with respect to this

4 subparagraph by paragraph (2), and

5
"(D) 175 percent of such individual's primary in-

6 surance amount to the extent that it exceeds the amount

7 established with respect to subparagraph (C).

Any such amount that is not a multiple of $0.10 shall be

9 increased to the next higher multiple of $0.10.

10 "(2) (A) For individuals who initially become eligible

ii for old-age or disability insurance benefits or die in the calen-

12 dar year 1979, the amounts established with respect to sub-

13 paragraphs (A), (B), and (C) of paragraph (1) shall be

1. $230, $332, and $433, respectively.

"(B) For individuals who initially become eligible for

ii u old-age or disability insurance benefits or die in any calendar

17 year after 1979, each of the amounts so established shall

18 equal the product of the corresponding amount established

.19 for the calendar year 1979 by subparagraph (A) of this

20 paragraph and the quotient obtained under subparagraph

21 (B) (ii) of section 215 (a) (1), with such product being

22 rounded in the manner prescribed by section 215 (a) (1)

23 (B) (iii).

24 "(C) In each calendar year after 1978. th See-
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1 retary shall publish in the Federal Register, on or before

2 November 1, the formula which (except as provided in sec-

3 tion 215 (i) (2) (D)) is to be applicable under this para-

4 graph to individuals who become eligible for old-age or

5 disability insurance benefits, or die, in the following calendar

6 year.

7 "(D) A year shall not be counted as the year of an

8 individual's death or eligibility for purposes of this pa.ra-

9 graph or paragraph (7) in any case where such individual

10 was entitled to a disability insurance benefit for any of the

11 12 months immediately preceding the month of such death

12 or eligibility (but there shall be counted instead the year of

13 the individual's eligibility for the disability insurance benefits

14 to which he was entitled during such 12 months).

15 "(3) (A) When an individual who is entitled to beiie-

16 fits on the basis of the wages and 'self-employment income

17 of any insured individual and to whom this subsectioii

18 applies would (but for the provisions of section 202 (k) (2)

19 (A)) be entitled to child's insurance benefits for a month

20 on the basis of the wages and self-employment income of

21 one or more other insured individuals, the total inoiithly

22 beiiefits to which all beneficiaries are entitled on the basis

23 of such wages arid self-employment income shall iiot be
24 reduced under this subsection to less than the smaller of—
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1 "(i) the sum of the maximum amounts of bene-

2 fits payable on the basis of the wages and self-employ-

3 nient income of all such insured individuals, or

4 "(ii) an amount equal to the product of 1.75 and

5 the primary insurance amount that would be computed

6 under section 215 (a) (1) for that month with respect

7 to average indexed monthly earnings equal to one-

8 twelfth of the contribution and benefit base determined

9 for that year under section 230.

10 "(B) When two or more persons were entitled (with-

11 out the application of section 202 (j) (1) and section 223

12 (b)) to monthly benefits under section 202 or 223 for

13 January 1971 or any prior month on the basis of the wages

and self-employment income of such msured individual and

the provisions of this subsection as in effect for any such

month were applicable in determming the benefit amount
17 of any persons on the basis of such wages and self-em-
18 ployment income, the total of benefits for any month after

January 1971 shall not be reduced to less than the largest
20

of—

21 "(i) the amount letermined under this subsection
22

without regard to this subparagraph,
23 i'..

(ii) the largest amount which has been deter-
24 . .

mmed for any month under this subsection for persons
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1 entitled to monthly benefits on the basis of such insured

2 individual's wages and self-employment income, or

3 "(iii) if any persons are entitled to benefits on the

4 basis of such wages and self-employment income for

5 •the month before the effective month (after September

6 1972) of a general benefit increase under this title (as

7 defined in section 215 (i) (3)) or a benefit increase un-

8 der the provisions of section 215 (i), an amount equal to

9 the sum of amounts derived by multiplying the benefit

10 amount determined under this title (excluding any part

11 thereof determined under section 202 (w)) for the

12 month before such effective month (including this sub-

13 section, but without the application of section 222 (b),

14 section 202 (q), and subsections (b), (c), and (d) of

15 this section), for each such person for such month, by a

16 percentage equal to the percentage of the increase pro-

17 vided under such benefit increase (with any such in-
18 creased amount which is not a multiple of $0.10 being

19 rounded to the next higher multiple of $0.10)

20 but in any such case (I) subparagraph (A) of this para-

21 graph shall not be applied to such total of benefits after the
22 application of clause (ii) or (iii), and (II) if section 202 (k)

23 (2) (A) was applicable in the case of any such benefits
24 for a month, and ceases to apply for a month after such
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1 month, the provisions of clause (ii) or (iii) shall be applied,

2 for and after the month in which section 202 (k) (2) (A)

3 ceases to apply, as though subparagraph (A) of this para-

4 graph had not been applicable to such total of benefits for

5 the last month 'for which clause (ii) or (iii) was applicable.

6 "(0) When any of such individuals is entitled to

7 monthly benefits as a divorced spouse under section 202

8 (b) or (c) or as a surviving divorced spouse under section

9 202 (e) or (f) for any month, the benefit to which he or she

10 is entitled on the basis of the wages and self-employment

11' income of such insured individual for such month shall 'be

12 determined without regard to this subsection, and the bene-

13 fits of all other individuals who are entitled for such month

14 to monthly benefits under section 202 on the wages and

15 self-employment income of such insured individual shall be

16 determiiied as if no such divorced spouse or surviving di-

'17 vorced spouse were entitled to beiiefits for such month.

18 "(4) In any ease in which benefits are reduced pursu-

19 ant to the preceding provisions of this subsection, the reduc-

20 tion shall be made after any deductions under this section

21 and after aiy deductions under section 222 (b). Whenever

22 a reduction is made under this subsection in the total of

23 monthly benefits to which individuals are entitled for any

24 month on the basis of the wages and selfemployment in-

25 come of an insured individua1 each such benefit other than
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i the old-age or disability insurance benefit shall be propor-

2 tionately decreased.

3 "(5) Notwithstanding any other provision of law,

4 when—

5. "(A) two or more persons are entitled to monthly

6 benefits for a particular month on the basis of the wages

7 and self-employment income of an insured individual

8 and (for such particular month) the provisions of this

9 subsection are applicable to such monthly benefits, and

.10 "(B) such individual's primary insurance amount

11 . is increased for the following month under any provision

12 of this title,

13 then the total of monthly benefits for all persons on the basis

i.-j. of such wages and self-employment income for such particular

.i5 month, as determined under the provisions of this subsection,

16 shall for purposes of determining the total monthly benefits

17 for all persons on the -basis of such wages and self-employ-

18 ment income for months subsequent to such particular month

i be considered to have been increased by the smallest amount

20 that would have been required in order to assure that the

21 total of monthly benefits payable on the basis of such wages

22 and self-employment income for any such subsequent month

23 will not be less (after the application of the other pro-

24 visions of this subsection and section 202 (q)
) than the total

25 of monthly benefits (after the application of the other pro-
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1
visions of this subsection and section 202 (q)) payable on.

2
the basis of such wages and self-employment income for such

particular month.

"(6) In the case of any individual who is entitled for

any month to benefits based upon the primary insurance

6
amounts of two or more insured individuais, one or more of

which primary insurance amounts were determined under

8 section 215 (a) or 215 (d) as in effect (without regard to

the table contained therein) prior to January 1979 and one

10 or more of which primary insurance amounts were deter-

mined under section 215 (a) (1) or (4), or section 215(d),

12 as in effect after December 1978, the total benefits payable

13 to that individual and all other individuals entitled to benefits

14 for that month based upon those primary insurance amounts

15 shall be reduced to an amount equal to the product of 1.75

16 and the primary insurance amount that would be computed

17 under section 215 (a) (1.) for that month with respect to

18 average indexed monthly earnings equal to one-twelfth of

19 the contribution and benefits base determined under section

20 230 for the year in which that month occurs.

21 "(7) Subject to paragraph (6), this subsection as in

22 effect in December 1978 shall remain in effect with respect

23 to a primary insurance amount computed under section

24 215 (a) or (d), as in effect (without regard to the table

2 contained therein) in December 1978, except that a primary
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j insurance amount so computed with respect to an individual

2 who first becomes eligible for an old-age or disability insur-

3 ance benefit, or dies, after December 1978, shall instead be

4 governed by this section as in effect after December 1978.".

5 INCREASE IN OLD-AGE BENEFIT AMOUNTS FOR

6 DELAYED RETIBEMENT

7 SEC. 203. Section 202 (w) (1) of the Social Security

8 Act is amended—

9 (1) by striking out "If the first month" and all

10 that follows down through "to such individual" in the

11 matter preceding subparagraph (A) and inserting in

12 lieu thereof "The amount of an old-age insurance benefit

13 (other than a benefit based on a primary insurance

J4 amount determined under section 215 (a) (3)) which is

15 payable without regard to this subsection to an individ-

16 ual"; and

17 (2) by inserting after "such amount," in subpara-

18 graph (A) the following: "or, in the case of an individ-

19 ual who first becomes eligible for an old-age insurance

20 benefit after December 1978, one-quarter of 1 percent

21 of such amount,".

22 CONFORMING AMENDMENTS

23 SEC. 204. (a) Section 202 (m) (1) of the Social Se-

24 curity Act is amended to read as follows:

25 "(1) In any case in which an individual is entitled to
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1 a monthly benefit under this section on tile basis of a pri-

2 mary insurance amount computed under section 215 (a) or

(d), as in effect after December 1978, on the basis of the

4 wages and self-employment income of a deceased individual

for any month and no other person is (without the applica-

6 tion of subsection (j) (1)) entitled to a monthly benefit

7 under this section for that month on the basis of such wages

8 and self-employment income, the individual's benefit amount

9 for that month, prior to reduction under subsection (k) (3),

10 shall not be less than that provided by subparagraph (C)

ii (i) (I) of section 215 (a) (1) and increased under section

12 215 (i) for months after May of the year in which the insured

13 individual died as though such benefit were a primary insur-

14 ance amount.".

15 (b) Section 202 (w) of such Act (as amended by sec-

16 tion 203 of this Act) is further amended—

17 (1) by inserting after "section 215 (a) (3)" in

.18 paragraph (1) (in the matter preceding subparagraph

19 (A) ) the following: "as in effect in December 1978 or

20 section 215 (a) (1) (C) (I) (II) as in effect thereafter";

21 (2) by inserting "as in effect in December 1978, or

22 section 215 (a) (1) (C) (i) (II) as in effect thereafter,"

23 after "paragraph (3) of section 215 (a)"in paragraph

24 (5) ; and

25 (3) by inserting "(whether before, in, or after
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1 December 1978)" after "determined under section 215

2 (a)" in paragraph (5).

3 (c) Section 217 (b) (1) of such Act is amended by

4 inserting "as in effect in December 1978" after "section 215

(c)" each place it appears, and after "section 215 (d) ".

6 (d) Section 224 (a) of such Act is amended by insert-

7 mg "(determined under section 215 (b) as in effect prior to

8 January 1979)" after "(A) the average monthly wage"

9 in the matter following paragraph (8).

10 (e) Section 1839 (c) (3) (B) of such Act is amended

ii to read as follows:

12 "(B) the monthly premium rate most recently

13 promulgated by the Secretary under this paragraph,

14 increased by a percentage determined as follows: The

is Secretary shall ascertain the primary insurance amount

16 computed under section 215 (a) (1), based upon aver-

17 age indexed monthly earnings of $900, that applied to

18 individuals who became eligible for and entitled to old-

19 age insurance benefits on May 1 of the year of the

20 promulgation. He shall increase the monthly premium

21 rate by the same percentage by which that primary

22 insurance amount is increased when, by reason of the

23 law' in effect at the time the promulgation is made, it

24 is so computed to apply to those individuals on the

25 following May 1.".
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EFFECTIVE DATE

2
SEC. 205. The amendments made by the provisions of

this title other than section 201 (d) shall be effective with

respect to monthly benefits and lump-sum death payments

under title II of the Social Security Act payable for months

6 after December 1978. The amendments made by section 201

(d) shall be effective with respect to monthly benefitsOf an

8 individual who becomes eligible for an old-age or disability

9 insurance benefit, or dies, after December 1977.

10 TITLE Ill—COVERAGE UNDER THE OLD-AGE,

11 STJRVIVORS, AND DISABILITY INSURANCE

12 PROGRAM

13 STUDY CONCERNING. MANDATORY COVERAGE OF FEDERAL

14 EMPLOYEES

15 SEC. 301. (a) As soon as possible after the date of the

16 enactment of this Act, the Chairman of the Civil Service

17 Commission, the Secretaries of the Treasury and Health, Ed-

18 ucation, and Welfare, and the Director of the Office of Man-

19 agement and Budget shall jointly undertake and carry out

20 a detailed study with respect to coverage of Federal em-

21 ployees within the old-age, survivors, and disability insurance

22 .system.

23 (b) The study to be undertaken under subsection (a)

24 shall include—

25 (1) a review of the methods by which full coverage
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1 of Federal employees within the old-age, survivors, and

2 disability insurance system could be attained;

3 (2) an analysis of the adjustments to such system

4 (as well as to the civil service retirement and disability

5 system and other Federal employee retirement systems

6 involved, including the foreign service, judiciary, Central

7 Intelligence Agency, and District of Columbia retire-

8 ment systems) which 'are necessary under each such

9 method to provide such coverage, particularly—

10 (A) adjustments in age, service, and other

11 eligibility requirements; and

12 (B) adjustments in the nature and level of

13 disability, death, and survivor benefits (taking into

14 account any related factors such as the taxability of

15 such benefits)

16 (3) a comparison of the financial aspects of each

17 such method, particularly—

18 (A) the adjustments required by each such

19 method in the contributions by Federal employees,

20 the Government (whether by specific contribution

21 or by appropriation), and others involved;

22 (B) the adjustments required by each such

23 method in the manner in which benefits are financed

24 under the retirement systems involved; and
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1 (C) the effects of each such method on the

2 solvency of the retirement systems involved;

3 (4) the effects of each such method of coverage oil—

4 (A) recruitment and retention of Federal em-

5 ployees;

6 (B) other employee benefits (such as health

7 benefits coverage provided for civil service annui-

8 tants); and

9 (C) Federal, State, and local income tax sys-

10 tems;

11 (5) a review of the methods by which partial coy-

12 erage of Federal employees within the old-age, sur-

13 vivors, and disability insurance system could be attained,

14 together with consideration of the factors described in

15 paragraphs (2), (3), and (4) as they would relate to

16 such partial coverage; and

17 (6) alternatives to providing coverage of Federal

18 employees within the old-age, survivors, and disability

19 insurance system which would improve the solvency of

20 the old-age, survivors, and disability insurance system.

21 In connection with such study, interested parties, including

22 Federal employee organizations, associations of retired Fed-

23 eral employees, and heads of agencies administering Federal

24 employee retirement systems, shall be allowed to submit

25 views, arguments, and data.
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1 (c) Upon the completion of the study under sub-

2 section (a) and in any event no later than 2 years after

3 the date of the enactment of this Act, the Chairman of

4 the Civil Service Commission, the Secretaries of the Treas-

5 ury and health, Education, and Welfare, and the Director

6 of the Office of Management and Budget shall submit

7 to the President and to the appropriate committees of each

8 house of the Congress a joint report on the results of such

9 study together with their recommendations. Any such rec-

10 ommendation which includes adjustments of existing stat-

11 utes shall be accompanied with draft legislation accom-

12 plishing such adjustments.

13 (d) With respect to Federal employees under the Fed-

14 eral employee retirement systems, the study and the report

15 under this section shall include at least one method of coy-

16 erag of such employees within the old-age, survivors, and

17 disability insurance system which provides—

18 (1) that the benefits available to such Federal

19 employees would not be less favorable than the benefits

20 which are then currently available to such employees

21 under the Federal employee retirement systems; and

22 (2) that the contributions required of such Federal

23 employees would not be greater than the contributions

24 which are then currently required of such employees

25 tinder the Federal employee retirement sys1erns.
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1 (e) For purposes of this section, the term "Federal

2 employee" means—

3 (1) an employee, as defined in section 2105 of

4 title 5, United States Code;

5 (2) an officer or employee of the United States

6 Postal Service or of the Postal Rate Commission; and

7 (3) any other individual in the employ of the

8 United States or any instrumentality of the Tinitea

9 States.

10 STUDY CONCERNING MANDATORY COVERAGE OF STATE AND

ii LOCAL EMPLOYEES

12 SEC. 302. (a) As soon as possible after the date of the

13 enactment of this Act, the Chairman of the Civil Service

14 Commission, the Secretaries of the Treasury and Health,

15 Education, and Welfare, and the Director of the Office of

16 Management and Budget shall jointly undertake and carry

17 out a detailed study with respect to coverage of all Ste

18 and local government employees within the old-age, sur-

19 vivors, and disability insurance system.

20 (b) The study to be undertaken under subsection (a)

21 shall include—j

22 (1) a survey of the several States and their political

23 subdivisions with the objective of determining—

24 (A) the types and coverage patterns of the
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1 various State and local retirement and disability

2 systems now in existence,

3 (B) the categories of employees within each

4 such State and locality not now covered under the

5 old-age, survivors, and disability insurance system,

6 (0) the methods available in each such State

and locality for financing full participation in the

8 old-age, survivors, and disability insurance system,

9 (D) the financial ability of the various States

10 and localities to participate in such system, and the

11 ability of the Federal Government to require and

12 administer such participati'on, and

13 (E) any special conditions or situations existing

14 in particular States and localities which might cause

15 problems in connection with the mandatory coverage

16 of all their employees under the old-age, survivors,

17 and disability insurance system;

18 (2) a review of the methods by which full coverage

19 of all State and local employees within the old-age, sur-

20 vivors, and disability insurance system might be attained;

21 (3) an analysis of the kinds of adjustments to exist-

22 ing State and local retirement and disability systems

23 which would be necessary under each such method to

24 make effective provision for such coverage;
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1 (4) a comparison of the financial aspects of each

2 such method, particularly with reference to the ability

3 of the various States and localities to bear the costs of

4 participation in the Federal system on a mandatory fall-

5 coverage basis;

6 (5) the effects of each such method of coverage on

7 existing coverage of State and local employees under

8 their own retirement and disability systems;

9 (6) a survey of the legal and constitutional barriers

10 to full participation in the Federal system, or to making

11 the necessary adjustments to their own retirement and

12 disability systems, which may exist in the various States

13 and localities; and

14 (7) an analysis of the identifiable problems which

15 may exist in particular States and localities in connection

with the mandatory coverage of their employees under

17 the old-age, survivors, and disability insurance system,

18 with emphasis upon the special problems involved in

returning employees to coverage under such system in

20 States and localities whose employees were formerly coy-

21 ered pursuant to State agreement but which have here-

22 tofore elected to terminate such coverage.

23 In connection with such study, interested parties, including

24 State and local employee organizations, associations of re-

25 tired State and local employees, and heads of agencies ad-



57

1 ministering State and local employee retirement systems,

2 shall be allowed to submit views, arguments, and data.

3 (c) Upon the completion of the study under subsection

4 (a) and in any event no later than 2 years after the date

5 of the enactment of this Act, the Chairman of the Civil Serv-

6 ice Commission, the Secretaries of the Treasury and Health,

7 Education, and Welfare, and the Director of the Office of

8 Management and Budget shall submit to the President and

9 to the appropriate committees of each House of the Congress

10 a joint report on the results of such study together with their

11 recommendations. Any such recommendation which includes

12 adjustments of existing Federal statutes shall be accompaL

13 nied with draft legislation accomplishing such adjustments.

14 EXCLUSION FROM COVERAGE OF CERTAIN LIMITED

15 PARTNERSHIP INCOME

16 SEC. 303. (a) Section 211 (a) of the Social Security

17 Act is amended—

18 (1) by striking out "and" at the end of paragraph

19 (9);

20 (2) by striking out the period at the end of para-

21 graph (10) a.nd inserting in lieu thereof "; and"; and

22 (3) by, inserting after paragraph (10) the following

23 new paragraph:

24 "(11) There shall be excluded the distributive

25 share of any item of income or loss of a limited partner,
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1 as such, other than guaraiiteed payments described in

2 section 707 (c) of the Internal Revenue Code of 1954

3 to that partner for services actually rendered to or

4 on behalf of the partnership to the extent that those

5 payments are established to be in the nature of remilner-

6 ation for those services.".

7 (b) Section 1402 (a) of the Internal Revenue Code of

8 1954 (relating to definition of net earnings from self-em-

9 ployment) is amended—

10 (1) by striking oit "and" at the end of paragraph

11 (10)

12 (2) by striking out the period at the end of para-

13 graph (11) and inserting in lieu thereof "; and"; and

14 (3) by inserting after paragraph (11) the follow-

15 ing new paragraph:

16 "(12) there shall be excluded the distributive share

17 of aiy item of income or loss of a limited partner, as

18 such, other than guaranteed payments described in

19 section 707 (c) to that partner for services actually

20 rendered to or on behalf of the partnership to the extent

21 that those payments are esta:blished to be in the na-

22 tare of remuneration for those services.".

23 (c) The amendments made by this section shall apply

24 with respect to taxable years beginning after December 31,

25 1977.
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1 TAX ON EMPLOYEIIS OF INDIVIDUALS WilO RECEIVE

2 INCOME FROM TIPS

3 SEC. 304. (a) Section 3121 of the Internal Revenue

4 Code of 1954 (definitions under Federal Insurance Con-

tributions Act) is amended by adding at the end thereof the

6 following new subsection:

7 "(s) SPECIAL RULE FOR DETERMINING WAGES SUB-

8 JECT TO EMPLOYER TAX IN CASE OF CEBTAIN Er-

9 PLOYERS WHOSE EMPLOYEES RECEIVE INCOME FllOr

10 TIPS.—If the wages paid by an employer with respect to

11 the employment during any month of an individual who

12 (for services performed in connection with such employ-

13 ment) receives tips which constitute wages, and to which

14 section 3102 (a) applies, are less than the total amount

15 which would be payable (with respect to such employment)

16 at the minimum wage rate applicable to such individual un-

17 der section 6 (a) (.1) of the Fair Labor Standards Act of

18 1938 (determined without regard to section 3 (iii) of such

19 Act), the wages so paid shall be dcerncd for purposes of

20 section 3111 to be equal to such total amount.".

21 (b) Section 3111 of such Code is amended by inserting

22 "and (s)" after "3121 (a)" in subsections (a) and (b).

23 (c) The amendments made by this section shall apply

24 wkth respect to wages paid with respect to employment per-

25 fo:rmed in months after December 1977.
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1 REVOCATION OF EXEMPTION FROM COVERAGE BY

2 CLERGYMEN

3 SEC. 305. (a) Notwithstanding section 1402 (e) (3)

4 of the Internal Revenue Code of 1954, any exemption which

5 has been received under section 1402 (e) (1) of such Code

6 by a duly ordained, commissioned, or licensed minister of a

7 church or a Christian Science practitioner, and which is ef-

8 fective for the taxable year in which this Act is enacted, may

9 be revoked by ffling an application therefor (in such form

10 and manner, and with such official, as may be prescribed in

11 regulations made under chapter 2 of such Code), if such

12 application is filed—

13 (1) before the applicant becomes entitled to benefits

14 under section 202 (a) or 223 of the Social Security Act

15 (without regard to section 202 (j) (1) or 223 (b) of

16 such Act), and

17 (2) no later than the due date of the Federal in-

18 come tax return (including any extension thereof) for

19 the applicant's first taxable year beginning after the date

20 of the enactment of this Act..

21 Any such revocation shall be effective (for purposes of chap-

22 ter 2 of the Internal Revenue Code of 1954 and title II of

23 the Social Security Act), as specified in the application,

24 either with respect to the applicant's first taxable year end-

25 ing on or after the date of the enactment of this Act or with
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1 reS])ect to the applicant's first taxable year beginning after

2 such date, and for all succeeding taxable years; and the ap-

3 plic ant for any such revocation may not thereafter again file

4 application for an exemption under such section 1402 (e)

(1). If the application is filed on or after the due date of

6 the applicant's first taxable year ending on or after the date

7 of the enactment of this Act and is effective with respect to

8 that taxable year, it shall include or be accompanied by pay-

9 ment in full of an amount equal to the total of the taxes

10 that would have been imposed by section 1401 of the Inter-

nal Revenue Code of 1954 with respect to all of the appli-

12 cant's income derived in that taxable year which would have

13 con.stituted net earnings from self-employment for purposes

14 of chapter 2 of such Code (notwithstanding section 1402 (c)

15 (4) or (c) (5) of such Code) except for the exemption

16 under section 1402 (e) (1) of such Code.

17 (b) Subsection (a) shall apply with respect to service

18 performed (to the extent specified in such subsection) in tax-

19 able years ending on or after the date of the enactment of

20 this Act, and with respect to monthly insurance benefits pay-

21 able under title II of the Social Security Act on the basis

22 of the wages and self-employment income of any individual

23 for months in or after the calendar year in which such

24 individual's application for revocation (as described in such

25 subsection) is filed (and lump-sum death payments payable
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1 under such title on the basis of such wages and self-employ-

2 ment income in the case of deaths occurring in or after such

3 calendar year).

4 INTERNATIONAL AGREEMENTS WITH RESPECT TO SOCIAL

5 SECURITY BENEFITS

6 SEC. 306. (a) Title II of the Social Security Act is

7 amended by adding at the end thereof the following new

8 section:

9 "INTERNATIONAL AGREEMENTS

10 "Purpose of Agreement

11 "SEC. 233. (a.) The President is authorized to enter into

12 agreements establishing totalization arrangements between

13 the social security system established by this title and the social

14 security system of any foreign country, for the purposes of

15 establishing entitlement to and the amount of old-age, sur-

16 vivors, disability, or derivative benefits based on a combina-

17 tion of an individual's periods of coverage under the social

18 security system established by this title and the social security

19 system of such foreign country.

20 "Definitions

21 "(b) For the purposes of this section—

22 ." (1) the term 'social security system' means, with

23 respect to a foreign country, a social insurance or pen-

24 sion sstem which is of general application in the counfry

25 and under which periodic benefits, or the actuarial equiv-
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1 alent thereof, are paid on account of old age, death, or

2 disability; and

3 "(2) the term 'period of coverage' means a period

of payment of contributions or a period of earnings

based on wages for employment or on self-employment

6 income, or any similar period recognized as equivalent

7 thereto under this title or under the social security system

8 of a country which is a party to an agreement entered

9 into under this section.

10 "Crediting Periods of Coverage; Conditions of Payment

11 of Benefits

12 "(c) (1) Any agreement establishing a totalization

13 arrangement pursuant to this section shall provide—

14 "(A) that in the case of an individual who has at

15 least 6 quarters of coverage as defined in section 213 of

16 this Act and periods of coverage under the social security

17 system of •a foreign country which is a party to such

18 agreement, periods of coverage of such individual under

19 such social security system of such foreign country may

20 be combined with periods of coverage under this title and

21 otherwise considered for the purposes of establishing

22 entitlement to and the amount of old-age, survivors, and

23 disability insurance benefits under this title;

24 "(B) (1) that employment or self-employment, or

25 any service which is recognized as equivalent to employ-
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1 ment or self-employment under this title or the social

2 security system of a foreign country which is a party to

3 such agreement, shall, on or after the effective date of

4 such agreement, result in a period of coverage under the

5 system established under this title or under the system

6 established under the laws of such foreign country, but

7 not under both, and (ii) the methods and conditions for

8 determining under which system employment, self-em-

9 ployment, or other service shall result in a period of

10 coverage; and

11 "(C) that where an individual's periods of coverage

12 are combined, the benefit amount payable tinder this title

13 shall be based on the proportion of such individual's

14 periods of coverage which was completed under this title.

15 "(2) Any such agreement may provide that—

16 "(A) an individual who is entitled to cash benefits

17 under this title shall, notwithstanding the provisions of

18 section 202 (t), receive such benefits while he resides in

19 a foreign country which is a party to such agreement;

20 and

21 "(B) the benefit paid by the United States to an

22 iiidividual who legally resides in the United States shall

23 be increased to an amount which, when added to the

24 benefit paid by such foreign country, will be equal to the

25 benefit amount which would be payable to an entitled
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1 individual based on the first figure in (or deemed to

2 be in) column IV of the table in section 215 (a) in the

3 case of an individual becoming eligible for such benefit

4 before January 1, 1979, or based on a primary insur-

5 alice amount determined under section 215 (a) (1) (C)

6 (i) (I) in the case of an individual becoming eligible

7 or such benefit on or after that date.

8 ' (3) Section 226 shall not apply in the case of any

9 individual to whom it would not be applicable but for this

10 section or any agreement or regulation under this section.

ii "(4) Any such agreement may contain such other pro-

12 visions, not inconsistent with this section, as the President

13 deems appropriate.

14 "Regulations

15 "(d) The Secretary of Health, Education, and Welfare

16 shall make rules and regulations and establish procedures

17 which are reasonable and necessary to implement and admin-

18 ister any agreement which has been entered into in accord-

19 ance with this section.

20 "Reports to Congress; Eective Date of Agreements

21 "(e) (1) Any agreement to establish a totalization

22 arrangement entered into pursuant to this section shall be

23 transmitted by the President to the Congress.

24 "(2) Such an agreement shall become effective on any

25 date, provided in the agreement, which occurs after the
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j. expiration of 90 days on each of which at least one House of

2 Congress is in session following the date on which the agree-

3 ment is transmitted in accordance with paragraph (1) .".

4 (b) (1) Section 1401 of the Internal Revenue Code of

5 1954 is amended by adding at the end thereof the following

6 new subsection:

7 "(c) RELIEF FROM TAXES IN CASES COVERED BY

8 CERTAIN INTERNATIONAL AGREEMENTS.—DUring any pe-

9 nod in which there is in effect an agreement entered into

10 pursuant to section 233 of the Social Security Act with any

11 foreigi country, the self-employment iicome of an individ-

12 ual shall be exempt from the taxes imposed by this section to

13 the extent that such self-employment income is subject under

14 such agreement to taxes or contributiois for similar prnposes

15 under the social security system of such foreign country.".

16 (2) Sections 3101 and 3111 of such Code are each

17 amended by adding at the end thereof the following new

18 subsection:

19 "(c) RELIEF FROM TAXES IN OASES COVERED BY

20 CERTAIN INTERNATIONAL AGREEMENTS.—During any

21 period in which there is in effect an agreement entered into

22 pursuant to section 233 of the Social Security Act with any

23 foreign country, wages received by or paid to an individual

24 shall be exempt from the taxes imposed by this section to the

25 extent that such wages are subject under such agreement to
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j. taxes or contributions for similar purposes under the social

2 secu:rity system of such foreign country.".

3 (3) Section 6051 (a) of such Code is amended by add-

4 ing at the end thereof the following new sentence: "Tho

5 amounts required to be shown by paragraph (5) shall not

6 include wages which are exempted pursuant to sections 3101

'i (c) and 3111 (c) from the taxes imposed by sections 3101

8 and 3111.".

9 (4) Notwithstanding any other provision of law, taxes

10 paid by any individual to any foreign country with respect

11 'to ally period of employment or self-employment which is

12 covered under the social security system of such foreign coun-

13 try in accordance with the terms of an agreement entered

14 into pursuant to section 233 of the Social Security Act shall

15 not, under the income tax laws of the United States, be

16 deductible by, or creditable against the income tax of, any

17 such individual.

18 VALIDATION OF PAST SOCIAL SECURITY COVERAGE FOR

19 CERTAIN ILLINOIS POLICEMEN AND FIREMEN

20 SEC. 307. (a) Notwithstanding the provisions of sub-

21 section (d) (5) (A) of section 218 of the Social Security

22 Act and the references thereto in subsections (d) (1) and

23 (d) (3) of such section 218 (but subject to subsection (b)

24 of this section) the agreement with the State of Illinois here-

25 toforo entered into pursuant to such section 218 shall be
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1 deemed to apply to all services which were performed prior

2 to December 31, 1977, by any individual employed by such

3 State or any political subdivision thereof in a policeman's or

4 fireman's position covered by the Illinois Municipal Retire-

5 ment Fund, and with respect to which such State has paid to

6 the Secretary of the Treasury the sums prescribed pursuant

7 to subsection (e) (1) (A) of such section 218 at the time

8 or times established pursuant to such subsection (but only

9 if there has been no refund of the sums so paid or, if a

10 refund of part or all of such sums has been obtained, the

11 State of Illinois repays to the Secretary of the Treasury the

12 amount of such refund within ninety days after the date of

13 the enactment of this Act).

14 (b) Subsection (a) shall not apply with respect to

15 services performed by individuals employed by any political

16 subdivision which indicates, in such manner and within such

17 period as the Secretary shall prescribe, that it does not wish

18 such subsection to apply with respect to those services.

19 OOVERAOE FOR POLIOEMEN AND FIREMEN IN

20 MISSISSIPPI

21 SEo. 308. Section 218(p) (1) of the Social Security

22 Act is amended by inserting "Mississippi," after "Mary-

23 land,".
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1 COVERAGE UNDER DIVIDED RETIREMENT SYSTEM FOR

2 STATE AND LOCAL EMPLOYEES IN NEW JERSEY

3 SEC. 309. Section 218 (d) (6) (C) of the Social Secu-

4 rity Act is amended by inserting "New Jersey," after

5 "Nevada,".

6 COVE]AGE OF SERVICE UNDER WISCONSIN RETIREMENT

7 SYSTEM

8 SEC. 310. Section 218 (m) (1) of the Social Security

9 Act is amended by inserting after "Wisconsin retirement

10 fund" the following: "or any successor system".

11 TITLE TV—ELIMINATION OF GENDER-BASED

12 DISTINCTIONS UNDER THE OLD-AGE, SUR-

13 VIVORS, AND DISABILITY INSURANCE

14 PROGRAM

15 PART A—EQUALIZATION OF TREATMENT OF MEN AND

16 WOMEN UNDER THE PROGRAM

17 DiVORCED HUSBANDS

18 S]C. 401. (a) (1) Section 202 (c) (1) of the Social
19 Security Act is amended, in the matter preceding subpara-

20 graph (A), by inserting "and every divorced husband (as
21 defined in section 216 (d) )" before "of an individual" and

22 inserting "or such divorced husband" after "if such bus-
23 band".
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1 (2) Section 202 (c) (1) of such Act is further

2 amended—

3 (A) by redesignating subparagraphs (C) and (D)

4 as subparagraphs (D) and (E), and by inserting after

5 subparagraph (B) the following new subparagraph:

6 "(C) in the case of a divorced husband, is not

7 married,";

8 (B) by striking out "after August 1950" in the

9 matter following subparagraph (E) (as so redesig-

10 nated) ; and

11 (C) by striking out "the month in which any of

12 the following occurs:" and all that follows and insert-

13 ing in lieu thereof the following:

14 "the first month in which any of the following occurs:

15 "(F) he dies,

16 "(G) such individual dies,

17 "(H) in the case of a husband, they are divorced

18 and either (i) he has not attained age 62, or (ii) he

19 has attained age 62 but has not been married to such

20 individual for a. period of 20 years immediately before

21 the divorce became effective,

22 "(I) in the case of a divorced husband, he marries

23 a person other than such individua1,

24 "(J) he becomes entifled to an old-age or dis-

2 ability insurance benefit based on a primary insurance
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i amount which is equal to or exceeds one-half of the

2 primary insurance amount of such individual, or

3 "(K) such individual is not entitled to disability

4 insurance benefits and is iiot entitled to old-age insur-

5 ance benefits.".

6 (3) Section 202 (c) (3) of such Act is amended by

7 inserting "(or, in the case of a divorced husband, his former

8 wife)" before "for such month".

9 (4) Section 202 (c) of such Act is amended by adding

10 after paragraph (3) the following new paragraph:

11 "(4) In the case of any divorced husband who

12 marries—

13 "(A) an individual entitled to benefits under

14 subsection (b), (e), (g), or (Ii) of this section, or

15 "(B) an individual who has attained the age

16 of 18 and is entitled to benefits under subsection

17 (d),

18 such divorced husband's entitlement to benefits under

19 this subsection shall, notwithstanding the provisions of

20 paragraph (1) (but subject to subsection (s) ), not

21 be terminated by reason of such marriage.".

22 (5) Section 202 (c) (2) of such Act is amended by

23 striking out "(C)" in the matter immediately preceding

24 subparagraph (A) and inserting in lieu thereof" (D) ".

25 (6) Section 202 (b) (3) (A) of such Act is amended
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1 by striking out "(f)" and inserting in lieu thereof "(c),

2 (f) ,".

3 (7) Section 202 (c) (1) (E) of such Act (as redesig-

4 nated by paragraph (2) of this subsection) is amended by

5 striking out 'his wife" and inserting in lieu thereof "such

6 individual".

7 (b) (1) Section 202 (f) (1) of such Act is arnendcd

8 in the matter preceding subparagraph (A), by inserting

9 "and every surviving divorced husband (as defined in section

10 216 (d))" before "of an individual" and inserting "or such

11 surviving divorced husband" after "if such widower".

12 (2) Section 202 (f) (1) of such Act is further amended

13 by striking out "his deceased wife" in subparagraph (E)

14 and in the matter followiiig subparagraph (G) and insert-

15 ing in lieu thereof "such deceased individual".

16 (3) Paragraphs (3), (4), (6), and (7) of section 202

17 (f) of such Act are each amended by inserting "or surviving

18 divorced husband" after "widower" wherever it appears.

19 (4) Paragraph (3) of section 202 (f) of such Act is

20 further amended by striking out "his deceased wife" wher-

21 ever it appears and by inserting in lieu thereof "such. de-

22 ceased individual", and by striking out "wife" wherever it

23 appears and inserting in lieu thereof "individual".

24 (5) Section 202 (f) (4) of such Act is further amended

25 by striking Dut "remarries" and inserting in lieu thereof
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1 "marries", and by inserting "or surviving divorced hus-

2 band's" after "widower's".

3 (6) Section 202 (e) (3) (A) of such Act is amended by

4 striking out "(f)" and inserting in lieu thereof "(c), (f) ,".

5 (7) Section 202 (g) (3) (A) of such Act is amended by

6 inserting " (c) ," before " (f) ,".

(8) Section 202 (h) (4) (A) of such Act is amended by

8 inserting " (c) ," before " (e) ,".

9 (c) (1) Section 216 (d) of such Act is amended by re-

10 designating paragraph (4) as paragraph (6), and by insert-

11 ing after paragraph (3) the following new paragraphs:

12 "(4) The term "divorced husband" means a man di-

13 vorced from an individual, but only if he has been married

14 to such individual for a period of 20 years immediately

15 befo:re the date the divorce became effective.

16 "(5) The term 'surviving divorced husband' means a

17 man divorced from an individual who has died, but only if he

18 has been married to the individual for a period of 20 years

19 immediately before the divorce became effective.".

20 (2) The heading of section 216(d) of such Act is

21 amended to read as follows:

22 "Divorced Spouses; Divorce".

23 (d) (1) Section 205(b) of such Act is amended by

24 inserting "divorced husband," after "husband," and "surviv-

25 ing divorced husband," after "widower,".
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1 (2) Section 205 (c) (1) (C) of such Act is amended

2 by inserting "surviving divorced husband," after "wife,".

3 REMARRIAGE OF SURVIVING SPOUSE BEFORE AGE 60

4 SEc. 402. Section 202 (f) (1) (A) of the Social Security

Act is amended by striking out "has not remarried" and

6 inserting in lieu thereof "is not married".

7 ILLEGITIMATE CHILDREN

8 SEC. 403. (a) Section 216 (h) (3) of the Social Secu-

9 rity Act is amended by inserting "mother o' before "father"

10 wherever it appears.

ii (b) Section 216 (h) (3) (A) (i) of such Act is amended

12 by striking out "daughter," at the end of clause (III) and

13 all that follows and inserting in lieu thereof "daughter; or".

14 (c) Section 216 (h) (3) (A) (ii) of such Act is

15 amended by striking out everything after "time" and insert-

16 ing in lieu thereof "such applicant's application for benefits

17 was filed;".

18 (d) Section 216 (h) (3) (B) (i) of such Act is amended

19 by striking out "daughter," at the end of clause (III) and

20 all that follows and inserting in lieu thereof "daughter; or".

21 (e) Section 216 (h) (3) (B) (ii) of such Act is

22 amended by striking out "such period of disability began"

23 and inserting in lieu thereof "such applicant's application

24 for benefits was filed".
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1 TRANSITIONAL INSURED STATUS

2 SEC. 404. (a) Section 227 (a) of the Social Security

3 Act is amended—

4 (1) by striking out "wife" wherever it appears and

5 inserting in lieu thereof "spouse";

6 (2) by striking out "wife's" wherever it appears

7 and inserting in lieu thereof "spouse's";

8 (3) •by striking out "she" wherever it appears and

9 inserting in lieu thereof "he or she";

10 (4) by striking out "his" wherever it appears and

11 inserting in lieu thereof "his or her"; and

12 (5) by inserting "or section 202 (c)" after "sec-

13 tion 202 (b) " wherever it appears.

14 (b) Section 227 (b) and section 227 (c) of such Act

15 are a.mende4—

16 (1) by striking out "widow" wherever it appears

17 and inserting in lieu thereof "surviving spouse";
18 (2) by striking out "widow's" wherever it appears

19 nd inserting in lieu thereof "surviving spouse's";

20 (3) by striking out "her" wherever it appears and

21 inserting in lieu thereof "the"; and

22 (4) by inserting "or section 202 (f)" after "section

23 202 (e) "wherever it appears.

24 (c) Section 216 of such Act (as amended by the pre-
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j ceding provisions of this Act) is further amended by in-

2 serting before subsection (b) the following new subsection:

3 "Spouse; Surviving Spouse

4 "(a) (1) The term 'spouse' means a wife as defined

5 in subsection (b) or a husband as defined in subsection (f).

6 "(2) The term 'survivingspouse' means a widow as

7 defined in subsection (c) or a widower as defined in sub-

8 section (g) .".

9 EQUALIZATION OF BENEFITS UNDER SECTION 228

10 SEC. 405. (a) Section 228 (b) (2) of the Social Secu-

11 rityActisamended—

12 (1) by striking out "the husband's benefit" and

13 inserting in lieu thereof "ea.ch of their benefits";

14 (2) by striking out "$64.40" and inserting in lieu

15 thereof "$48.30"; and

16 (3) by striking out everything after "section

17 215 (i)" the first time it appears and inserting in lieu

18 thereof a period.

19 (b) Section 228 (c) (3) of such Act is amended to

20 read as follows:

21 "(3) In the case of a husband or wife, both of whom.

22 are entitled to benefits under this section for any month, the

23 benefit amount of each, after any reduction under paragraph

24 (1), shall be further reduced (but not below zero) by the

25 excess (if any) of (A)' the total amount of any periodic
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1 benefits under governmental pension systems for which the

2 other is eligible for such month, over (B) the larger of

3 $48.30 or the amount most recently established in lien

4 thereof under section 215 (1) .".

5 (c) The Secretary shall increase the amounts specified

6 in section 228 of 'the Social Security Act, as amended by

7 this section, to take account of any general benefit increases

8 (as referred to in section 215 (i) (3) of such Act), and

9 any increases under section 215 (i) of such Act, which

10 occur after June 1974.

11 FATHER'S INSURANCE BENEFITS

12 SEc. 406. (a) Section 202 (g) of the Social Security

13 Act is amended—

(1) by striking out "widow" wherever it appears

15 and inserting in lieu thereof "surviving spouse";

16 (2) •by striking out "widow's" wherever it appears

17 and inserting in lieu thereof "surviving spouse's";

18 (3) by striking out "wife's insurance benefits" in

19 paragraph (1) (D) a.nd inserting in lieu thereof "a

20 spouse's insurance benefit";

21 (4) by striking out "he" in paragraph (1) (D)

22 aiad wherever it appears in paragraph (3) and inserting

23 in lieu thereof "such individual";

24 (5) by striking out "her" wherever it appears and

25 inserting in lieu thereof "his or her";
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1 (6) by striking out "she" wherever it appears and

2 inserting in lieu thereof "he or she";

3 (7) by striking out "mother" wherever it appears

4 and inserting in lieu thereof "parent";

5 (8) by inserting "or father's" after "mother's"

6 wherever it appears;

7 (9) by striking out "after August 1950";

8 (10) by inserting "this subsection or" before "sub-

9 section (a) "in paragraph (3) (A) ; and

10 (11) by striking out "his" in paragraph (3) and

ii inserting in lieu thereof "his or her".

12 (b) The heading of section 202 (g) of such Act is

13 amended by inserting "and Father's" after "Mother's".

14 (c) Section 216 (d) of such Act (as amended by sec-

15 tion 401 (c) (1) of this Act) is further amended by redesig-

16 nating paragraph (6) as paragraph (8), and by inserting

17 after paragraph (5) the following new paragraphs:

18 "(6) The term 'surviving divorced father' means a man

19 divorced from an individual who has died, but only if (A)

20 he is the father of her son or daughter, (B) he legally

21 adopted her son or daughter while he was married to her

22 and while such son or daughter was under the age of 18,

23 (0) she legally adopted his son or daughter while he was

24 married to her and while such son or daughter was under the



1 age of 18, or (D) he was married to her at the time both of

2 them legally adopted a child under the age of 18.

3 "(7) The term 'surviving divorced parent' means a sur-

4 viving divorced mother as defined in paragraph (3) of this

5 subsection or a surviving divorced father as defined in para-

6 graph (6).".

7 (d) Section 202 (c) (1) of such Act (as amended by

8 section 401 (a) (2) of this Act) is further amended by in-

9 serting "('subject to subsection (s) )" before "be entitled

10 to" in the matter following subparagraph (E) and pre-

11 ceding subparagraph (F).

12 (e) Section 202 (c) (1) (B) of such Act is amended by

13 inserting after "62" the following: "or (in the case of a

14 husband) has in his care (individually or jointly with such

15 individual) at the time of filing such application a child en-

16 titled to child's insurance benefits on the basis of the wages

17 and self-employment income of such individual".

18 (f) Section 202 (c.) (1) of such Act (as amended by

19 section 401 (a) (2) (C) of this Act) is further amended by

20 redesignating the new subparagraphs (J) and (K) as sub-

21 parag:raphs (K) and (L), respectively, and by adding after

22 subparagraph (I) the following new subparagraph:

23 "(J) in the case of a husband who has not attained
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1 age 62, no child of such individual is entitled to a child's

2 insurance benefit,".

3 (g) Section 202 (f) (1) (0) of such Act is amended by

4 inserting " (i) " after " (0) ", by adding "or" after "223,",

5 and by inserting at the end thereof the following new clause:

6 "(ii) was entitled, on the basis of such wages and

7 self-employment income, to father's insurance benefits

8 for the month preceding the month in which he attained

9 age 65,".

10 (h) Section 202 (f) (6) of such Act is amended by

11 striking out "or" at the end of subparagraph (A), by add-

12 ing "or" after the comma at the end of subparagraph (B),

13 and by adding after and below subparagraph (B) the fol-

14 lowing new subparagraph:

15 "(0) the last month for which he was entitled to

16 father's insurance benefits on the basis of the wages and

17 self-employment income of such individual,".

18 EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY

19 BENEFICIARY

20 SEC. 407. (a) Section 202 (d) (5) of the Social Secu-

21 rity Act is amended by striking out "a male individual" in

22 the matter following subparagraph (B) and inserting in

23 lieu thereof "an individual".

24 (b) The amendment made by subsection (a) of this

25 section shall be effective with respect to benefits under title
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II of the Social Security Act for months after December

2 1977, but only in cases where the "last month" referred to

• in section 202 (d) (5) of such Act is a month after Decem-

ber 1977.

5 EFFECT OF MARRIAGE ON OTHER DEPENDENTS' OR

6 DEPENDENT SURVIVORS' BENEFITS

7 SEC. 408. (a) Section 202 (c) (4) of the Social Se-

8 curity Act (as added by section 401 (a) (4) of this Act) is

g further amended by inserting before the period at the end

10 thereof the following: "; except that, in the case of such a

11 marriage to an individual entitled to benefits under subsec-

12 tion (d), the preceding provisions of this paragraph shall not

13 apply with respect to benefits for months after the last month

14 for which such individual is entitled to such benefits under

15 subsection (d) unless she ceases to be so entitled by reason of

16 her death".

17 (U) Section 202 (f) (4) of such Act is amended by in-

18 serting before the period at the end thereof the following:

19 "; except that, in the case of a marriage to an individual

20 entitled to benefits under subsection (d), the preceding pro-

21 vi'sion; of this paragraph shall not apply with respect to

22 benefits for months after the last month for which suth in-

23 dividual is entitled to such benefits under subsection (d)

24 unless she ceases to be so entitled by reason of her death".
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1 (c) Section 202 (h) (4) of such Act is amended by

2 striking out "a male individual" in the matter following

3 clause (B) and inserting in lieu thereof "an individual".

4 (d) The amendments made by this section shall be ef-

5 fective with respect to benefits under title II of the Social

6 Security Act for months after December 1977, but only in

-7 cases where the "last month" referred to in section 202 (c)

8 (4), 202(f) (4), 202(g) (3), or 202(h) (4) is a month

9. after December 1977.

10. TREATMENT OF SELF-EMPLOYMENT INCOME IN

11 COMMUNITY PROPERTY STATES

12 SEC. 409. (a) Section 211 (a) (5) (A) of the Social

13 Security Act and section 1402 (a) (5) (A) of the Internal

11 Revenue Code of 1954 are each amended by striking out

1 "husband urdess the wife exercises substantially all of the

16 management and control of such trade or business, in which

case i1 of such gross income and deductions shall be treated

18 as the gross income and deductions of the wife" and inserting

19 in lieu thereof "spouse who exercises the greater manage-

20 mentand control over the trade or business, except that such

21 income nd deductions shall be divided equally between the

22. two spouses if each spouse exercises the same amount of man-

23. agerient and control over the trade or business".

24. (b) The amendments made by subsection (a) shall be
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j effective with respect to taxable years beginning after De-

2 cember 1977.

3 CREDIT FOR CERTAIN MILITARY SERVICE

4 SEo. 410. Section 217 (f) of the Social Security Act

5 is amended by striking out "widow" each place it appears

6 and inserting in lieu thereof "surviving spouse", and by

7 striking out "her" each place it appears in paragraph (2)

8 and inserting in lieu thereof "his".

9 CONFORMING AMENDMENTS

10 SEC. 411. (a) Section 202 (b) (3) (A) of the Social

11 Security Act (as amended by section 401 (a) (G) of this

12 Act) is further amended by inserting "(g) ," after "(f) ,".

13 (b) Section 202 (p) (1) of such Act is amended by

14 striking out "subparagraph (C) of subsection (c) (1)"

15 and inserting in lieu thereof "subparagraph (D) of sub-

16 section (c) (1)".

17 (c) Section 202 (q) (3) of such Act is amended by

18 inserting "or surviving divorced husband" after "widower"

19 in subparagraphs (E), (F), and (G).

20 (d) Section 202 (q) (5) of such Act is amended—

21 (1) by inserting "husbands or" before "wife's"

22 each place it appears;

23 (2) by inserting "he or" before "she" each place

24 it appears;
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1 (3) by inserting "his or" before "11cr" each place

2 it appears;

3 (4) by striking out "the wonian" in subparagraph

4 (B) (ii) and "a woman" in subparagraph (C) and

5 inserting in lien thereof "the individual" and "an mdi—

6 vidual", respectively; and

7 (5) in subparagraph (D), by inserting "widower's

8 or" before "widow's"; by inserting "wife or" before

9 "husband" each place it appears; by inserting "wife's

:io or" before "husband's" each place it appears; and by

11 inserting "father's or" before "mother's".

12 (e) (1) Section 202 (q) (6) (A) (i) of such Act is

13 amended by striking out "or husband's insurance" in sub-

14 division (I), and by inserting "or husband's" after "wife's"

15 in subdivision (II).

(2) Section 202 (q) (7) of such Act is amended, in

17 subparagraph (B), by inserting "husband's or" before

18 "wife's", by inserting "he or" before "she", and by insert-

19 ing "his or" before "her", and in subparagraph (D) by

20 inserting "or widower's" after "widow's".

21 (f) (1) Section 202 (s) (1) of such Act is amended

22 by inserting" (c) (1)," after" (b) (1),".

23 (2) Section 202 (s) (2) of such Aet is amended by

24 inserting " (c) (4) ," after " (b) (3) ,".

25 (3) Section 202 (s) (3) of such Act is amended by
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i inserting "(c) (4) ," after "(b) (3) ,", and by inserting

2 " (f) (4),'' after " (e) (3) ,"

3 (g) Section 203 (a) (3) of such Act (as in effect in

4 December 1977) is amended by inserting ", or as a divorced

husband under section 202 (c) or as a surviving divorced

6 husband under section 202 (f) ," after "section 202 (e) ", by

7 striking out "she" and inserting in lieu thereof "lie or she",

8 and by inserting "or divorced husband or surviving divorced

9 husband" after "such divorced wife or surviving divorced

10 wife".

ii. (h) The third sentence of section 203 (b) of such Act

12 is amended by inserting "or father's" after "mother's".

13 (1) The text of section 203 (c) of such Act is amended

14 to read as follows—

15 "(c) Deductions, in such amounts and at such time or

16 times as the Secretary shall determine, shall be made from

17 any payment or payments under this title to which an mdi-

18 vidual is entitled, until the total of such deductions equals

19 such individual's benefits or benefit under section 202 for

20 any month—

21 "(1) in which such individual is under the age of

22 seventy-two and on seven or more different calendar

23 days of which such individual engaged in noncovered

24 remunerative activity outside the United States; or

25 "(2) in which such individual, if a wife or husband
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1 under age sixty-five entitled to a wife's or husband's

2 insurance benefit, did not have in his or her care (mdi-

3 vidually or jointly with his or her spouse) a child of such.

4 spouse entitled to a child's insurance benefit and such

5 wife's or husband's insurance benefit for such month was

6 not reduced under the provisions of section 202 (q) ; or

7 "(3) in which such individual, if a widow or wid-

8 ower entitled to 'a mother's or father's insurance benefit,

9 did not have in his or her care a child of his or her de-

10 ceased spouse entitled to a child's insurance benefit; or

11 "(4) in which such an individual, if a surviving

12 divorced mother or father entitled to a mother's or fa-

13 tlier's insurance benefit, did not have in his or her care a

14 child of his deceased former spouse who (A) is his or

15 her son, daughter, or legally adopted child and (B) is

16 entitled to a child's insurance beiiefit on the basis of the

1. wages and self-employment income of such deceased for-

18 mer spouse.

19 For purposes of paragraphs (2), (3), and (4) of this sub-

20 section, a child shall not be considered to be entitled to a

21 child's insurance benefit for any month in which paragraph

22 (1) of section 202 (s) applies or an event specified in sec-

23 tion 222 (b) occurs with. respect to such child. Subject to

24 paragraph (3) of such section 202 (s), no deductions shall

25 be mde trndr this subsection from any child's insurance
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1 benefit for the month in which the child, entitled to such

2 benefit attained the age of eighteen or any subse4uent

month; nor shall any deduction be. made under this subsec-

4 tion from any widow's insurance benefits for any month in

which the widow or surviving divorced wife is enti:tled and

6 has not attained age sixty-five (but only if she became so

entitled prior to attaining age sixty), or from any widower's

8 insu:rance benefit for any month in which the widower or

9 surviving divorced husband is entitled and has not attained

10 age sixty-five (but on'y if he became so entitled prior to

attaining age sixty) .".

12 (i) Section 203 (d) of such Act is amended by inserting

13 "divorced husband," after "husband," in paragraph (1 ).,

14 and by inserting "or father's" after "mother's" each place

15 it appears in paragraph (2).

16 (k) (1) Section 205 (b) of such Act (as amended by

17 section 401 (d) (1) of this Act) is further amended by

18 inserting "surviving divorced father," after "mother,".

19 (2) Section 205(c) (1) (0) of such Act (as amended

20 by section 401 (d) (2) of this Act) is further amended by

21 Inserting "surviving divorced father," after "surviving

22 divorced mother,".

23 (1) Section 216 (f) of such Act is amended by inserting

24 " (e ," before " (f) " in clause (3) (A)
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1 (m) Section 216 (g) of such Act is amended by insert-

2 ing "(c) ," before "(f)"in clause (6) (A).

3 (n) Section 222 (b) (1) of such Act is amended by

4 striking out "or surviving divorced wife" and inserting in

5 lieu thereof ", surviving divorced wife, or surviving divorced

6 husband".

7 (o) Section 222 (b) (3) of such Act is amended by

8 inserting "divorced husband," after "husband,".

9 (p) Section 222 (b) (2) of such Act is amended by

10 inserting "or father's" after "mother's" each place it appears.

11 (q) Section 222 (d) (1) of such Act is amended by

12 inserting "and surviving divorced husbands" after "for

13 widowers" in the matter following clause (iii).

14 (r) Section 223 (d) (2) of such Act i's amended by

15 striking out "or widower" where that term appears in sub-

16 paragraphs (A) and (B). and inserting in lieu thereof

17 "widower, or surviving divorced husband".

18 (s) Section 225 of such Act is amended by inserting "or

19 surviving divorced husband" after "widower".

20 (t) (1) Section 226(h) (3) of such Act is amended to

21 read as follows:

22 "(3) For purposes of determining entitlement to hos-

23 pital insurance benefits under subsection (b), any disabled

24 widow age 50 or o'der who is entitled to mother's insurance

25 benefits (and who would have been entit1ed to widQw's,
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1 insurance benefits by reason of disability if she had filed

2 for such widow's benefits), and any disabled widower who

3 is entitled to father's insurance benefits (and who would

4 ha.ve been entitled to widower's insurance benefits by reason

5 of disability if he had filed for such widower's benefits),

6 shall, upon application for such hospital insurance bene-

7 fits, be deemed to have filed for such widow's or widower's

8 benefits.".

9 (2) For purposes of determining entitlement to hospital

10 iiisurance benefits under section 22G (h) (3) of the Social

11 Security Act, as amended by paragraph (1) of this subsec-

12 tion, an individual becoming entitled to such hospital insur-

13 ance benefits as a result of the amendment made by such

14 paragraph• shall, upon furnishing proof of such disability

15 within twelve months after the month of enactment of this

16 Act, under such procedures as the Secretary may prescribe,

17 be deemed to have been eiititled to the, widow's or widower's

18 benefits referred to in such section 22(3 (h) (3), as so

19 amended, as of the time such individual would have been

20 entitled to such widow's or widower's benefits if he or she

21 had filed a timely application therefor.

22 EFFECTIVE DATE

23 SEc. 412. Except as otherwise specifically provided in

24 this part, the amendments made by this part shall apply only
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1 with respect to monthly benefits payable under title II of the

2 Social Security Act for months after December 1977.

3 PART B—EFFECT OF MARRIAGE, REMARRIAGE, AND

4 DIVORCE ON BENEFIT ELIGIBILITY

5 ELIMINATION OF MARRIAGE OR REMARRIAGE AS FACTOR

6 TERMINATING OR REDUCING BENEFITS

7 SEC. 415. (a) (1) Section 202(b) (1) of the Social

8 Security Act is amended—

9 (A) by adding "and" at the end of subparagraph

10 (B),

11 (B) by striking out subparagraph (C),

12 (C) by striking out subparagraph (H), and

13 (D) by redesignating subparagraphs (D), (E),

14 (F), (G), (I), (J), and (K) as subparagraphs (C),

15 (D), (E), (F), (G), (H), and (I), respectively.

16 (2) Section 202 (b) of such Act is further amended by

17 striking out paragraph (3).

18 (b) (1) Section 202 (c) (1) of such Act (as amended

19 by sections 401 (a) (2) and 406 (f) of this Act) is

20 amended—

21 (A) by striking out subparagraph (C),

22 (B) by striking out subparagraph (I), and

23 (C) by redesignating subparagraphs (D), (E),

24 (F), (G), (H), (J), (K), and (L) as subparagraphs
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1 (C), (D), (E), (F), (G), (II), (I), and (J),

2 respectively.

3 (2) Section 202 (c) of such Act is further amended by

4 striking out paragraph (4) (as added by section 401 (a)

5 (4) of this Act and amended by section 408 (a)).

6 (3) Section 202 (c) (2) of such Act (as amended by

7 section 401 (a) (5) of this Act) is further amended by

8 striking out "(D)" in the matter immediately preceding

9 subparagraph (A) and inserting in lieu thereof "(C) ".

10 (c) (11) Section 202(d) (11) of such Act is amended—

11 (A) by striking out "was unmarried and" in sub-

12 paragraph (B), and

13 (B) by striking out "or marries," in subparagraph

14 (D).

15 (2) Section 202 (d) of such Act is further amended by

16 striking out paragraph (5), and by redesignating paragraphs

17 (6) through (9) as paragraphs (5) through (8), respec-

18 tively.

19 (d) (1) Section 202 (e) (1) 'of such Act is amended—

20 (A) by striking out subparagraph (A),

21 (B) by striking out "paragraph (5)" in subpara-

22 graph (B) and inserting in lieu thereof "paragraph•

23 (3)",

24 (C) by striking out "subparagraph (B)" in sub-
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1 paragraph (E) and inserting in lieu thereof "subpara-

2 graph (A)",

3 (D) by striking out "subparagraph (B) ", "para-

4 graph (G) ", and "paragraph (5)" in subparagraph

5 (F) and inserting in. lieu thereof "subparagraph (A)",

6 "paragraph (4) ", and "paragraph (3) ", respective'y,

7 (E) by striking out "remarries, dies,":in the matter

8 foflowing subparagraph (F) and inserting in lieu thereof

9 "dies, or", and

10 (F) by redesigna.ting subparagraphs (B) through

ii (F) as subparagraphs (A) through (E), respectively.

12 (2) Section 202 (e) (2) (A) of such Aet is amended by

13 striking out ", paragraph (4) of this subsection,".

14 (3) Section 202 (e) of such Act is further amended by

15 striking out paragraphs (3) and (4), and by redesignating

16 paragraphs (5), (6) ,and (7) as paragraphs (3), (4), and

17 (5) ,respectively.

18 (4) The paragraph of section 202 (e) of such Act re
19 designated as paragraph (3) by paragraph (3) of this sub-

20 section is amended by striking out "(1) (B) (ii)" and insert-

21 ing in lieu thereof "(1) (A) (ii)".

22 (5) The paragraph of section 202 (e). of such Act re-

23 designated as paragraph (4) by paragraph (3) of this sub.-

21 section is amended—
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(A) by striking out "paragraph (1) (F)" and in-

2 serting in lieu thereof "paragraph (1) (E) ", and

3 (B) by striking out "paragraph ('5)" and inserting

4 in lieu thereof "paragraph (3)".

5 .(e) (1) Section 202 (f) (1) of. such Act (as amended

6 by the preceding provisions of this title) is further amended—

.7 (A) by... striking out, subparagraph . (A),

8 (B) by striking out "paragraph (.6)" in subpara-

9' graph (B) and inserting in lieu thereof "paragraph

10 (4)",

11 (0) by striking out "subparagraph (B)." in sub-

12 paragraph (F) and inserting in lieu thereof "subpara-

13 graph (A) '.',

14. (D) 'by 'striking out "subparagraph (B) ", . "pam-

15 graph (7) ", and "paragraph (6)" in subparagraph.

16 (0) and inserting in lieu thereof "subparagraph (A) ",

17 "paragraph (5) ", and "paragraph (4) ", respectively,

18 (E) by striking out "remarries," in the matter fol-

1.9 lowing subparagraph (G), and

20 (F) by redesignating subparagraphs (B) through

21 (0) as subparagraphs (A) through (F), respectively.

22 (2) Section 202 (.1) (2) of such Act is amended by

23 striking out "subparagraph '(D)" and. inserting in lieu

24 . thereof "subparagraph (C)"
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1 (3) Section 202 (f) (3) (A) of such Act is amended

2 by striking out ", paragraph (5) of this subsection,".

3 (4) Section 202 (f) of such Act is further amended by

4 striking out paragraphs (4) and (5), and by redesignating

5 paragraphs (6), (7), and (8) as paragraphs (4), (5),

6 and (6), respectively.

7 (5) The paragraph of section 202 (f) of such Act re-

8 designated as paragraph (4) by paragraph (4) of this sub-

9 section is amended by striking out "(1) (B) (ii)" and in-

10 serting in lieu thereof "(1) (A) (ii) ".

11 (6) The paragraph of section 202 (f) of such Act re-

12 designated as paragraph (5) by paragraph (4) of this sub-

13 section is amended by striking out "paragraph (1) (G)"

14 and "paragraph (6)" and inserting in lieu thereof "para-

15 graph (1) (F)" and "paragraph (4) ", respectively.

16 (f) (1) Section 202(g) (1) of such Act (as amended

17 by section 406 (a) of this Act) is further amended—

18 (A) by striking out subparagraph (A),

19 (B) by striking out "subparagraph (E)" in sub-

20 paragraph (F) (i) and inserting in lieu thereof "sub-

21 paragraph (D) ",

22 (0) by striking out "he remarries," in the matter

23 following subparagraph (F) ,and

24 (D) by redesignating subparagraphs (B) through

25 (F) as subparagraphs (A) through (E), respectively.
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1 (2) Section 202 (g) of 'such Act is further amended by

2 strikrng out paragraph (3).

3 (g) (1) Section 202(h) (1) of such Act is amended—

4 (A) by striking out subparagraph (C),

5 (B) by striking out "marries," in the matter fol-

6 lowing subparagraph (E), and

(C) by redesignating subparagraphs (D) and (E)

8 as subparagraphs (C) and (D), respectively.

9 (2) Section 202 (h) of such Act is further amended by

10 striking out paragraph (4).

11 (h) (1) Section 202(k) (2) (B) of such Act is

12 amended—

13 (A) by striking out "(other than an individual to

14 whom subsection (e) (4) or (f) (5) applies) ", and

15 (B) by striking out the second sentence.

16 (2) Section 202 (k) (3) of such Act is amended—

17 (A) by striking out "(A)" immediately before "If

18 an individual is entitled to an old-age or disability in-

19 ;urance benefit", and

20 (B) by striking out subparagraph (B).

21 (i) Section 202 (p) (1) of such Act (as amended by,

22 section 411 (b) of this Act) is further amended by striking

23 out 'subparagraph (D) of subsection (c) (1), clause (i) or

24 (ii) of subparagraph (D) of subsection (f) (1)" and insert-

25 ing i]a lieu thereof "subparagraph (C) of subsection (c) (1),
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i clause (1) or (ii) of subparagraph (0) of subsectioi (f)

2 (1)".

3 (j) (1) Section 202 (s) (2) of such Act is repealed.

4 (2) Section 202 (s) (3) of such Act (as amended by

5 section 411 (f) (3) of this Act) is further amended by

6 striking out "so much of subsections (b) (3), (c) (4),

7 (d) (5), (e) (3), (f) (4), (g) (3), aid (h) (4) of this

8 section as follows the semicoloi,".

9 DURATION-OF-MARRIAGE REQUIREMENT FOR DIVORCED

10 SPOUSES AND SURVIVING DiVORCED SPOUSES

11 SEC. 416. (a) Section 216 (d) of the Social Security

12 Act is amended by striking out "20 years" in paragraphs

13 (1) and (2), and in paragraphs (4) and (5) (as added by

14 'section 401 (c) (1) of this Act), and inserting in lieu thereof

15 in each instance "5 years".

16 (b) Section 202 (b) (1) (F) of such Act (as redesig-

17 nated by section 415 (a) (1) (D) of this Act) is amended

18 by striking out "20 years" and inserting in lieu thereof

19 "5 years".

20 (c) Section 202 (c) (1) (G) of such Act (as added by

21 section 401 (a) (2) (0) of this Act and redesignated by

22 section 415 (b) (1) (0)) is amended by striking out "20

23 years" and inserting in lieu thereof "5 years".
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I EFFECTIVE DATE

2 SEC. 417. (a) The amendments made by this part shall

3 apply only with respect to monthly benefits payable under

4 title TI of the Social Security Act for months after December

5 1978, and, in the case of individuals who are not entitled

6 to be:uefits of the type involved under such title for December

7 1978, only on the basis of applications filed on or after

8 January 1, 1979.

9 (b) An individual whose entitlement to monthly in-

10 surance benefits under subsection (b), (c), (d), (e), (f),

11 (g), or (h) of section 202 of the Social Security Act

12 terminated on account of such individual's marriage or re-

13 marriage, or on account of the termination (except by reason

14 of death) of the benefits to which such individual's spouse

15 was entitled under section 223 (a) or section 202 (d) (1) (B)

16 (ii) of such Act, prior to January 1979, may again become

17 entitled to such benefits (provided no event which would

18 otherwise terminate such entitlement has since occurred) be-

19 ginning 'with January 1979 or, if later, with the first month

20 (after January 1979) in which he files application for such

21 reenttlement. The reentitlement of such individual to benefits

22 undth such subsection (and the entitlement of other persons

23 to benefits under title II of the Sociai Security Act to the
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j extent related to such individual or his entitlement) shall

2 be treated for all the purposes of title II of the Social Security

3 Act as though such reentitlement were the individual's initial

4 entitlement.

5 PART C—STUDY

6 STUDY OF PROPOSALS TO ELIMINATE DEPENDENCY AND

7 SEX DISCRIMINATION UNDER THE SOCIAL SECURITY

8 PROGRAM

9 SEC. 421. (a) The Secretary of Health, Education, and

10 Welfare, in consultation with the Task Force on Sex Dis-

11 crirnination in the Department of Justice, shall undertake

12 and carry out, within the Department of Health, Education,

13 and Welfare and the Social Security Administration, a de-

14 tailed study :f proposals to eliminate dependency as a factor

15 in the determination of entitlement to spouse's benefits under

16 •the social security program, and of proposals to bring about

17 equal treatment of men and women in any and all respects

18 under such program, taking into account the practical effects

19 (particularly the effect upon women's entitlement to such

20 benefits) of such things as—

21 (1) changes in the nature and extent of women's

22 participation in the labor 'force,

23 (2') the increasing divorce rate, and
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1 (3) the economic value of women's work in the

2 home.

3 The study shall include appropriate cost analyses.

4 (b) The Secretary shall submit to the Congress within

5 six months after the date of the enactment of this Act a full

6 and comp'ete report on the study carried out under subsec-

7 tion (a).

8 TITLE V—CHANGES IN EARNINGS TEST UNDER

9 THE OLD-AGE, SURVIVORS, AND DISABILITY

10 INSURANCE PROGRAM

11 LIBERALIZATION AND EVENTUAL REPEAL OF EARNINGS

12 TEST FOR INDIVIDUALS AGE 65 AND OVER

13 SEo. 501. (a) Section 203 (f) (8) (A) of the Social

14 Security Act is amended by striking out "a new exempt

15 amount which shall be effective (unless such new exempt

16 amount is prevented from becoming effective by subpara-

17 graph (C) of this paragraph) with respect to any individ-

18 ual's taxable year which ends after the calendar year" and

19 inserting in lieu thereof "the new exempt amounts (sepa-

20 rately stated for individuals described in subparagraph (D)

21 and for other individuals) which are to be applicable (unless

22 preverLted from becoming effective by subparagraph (C)
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1 with respect to taxable years ending in (or with the close of)

2 the calendar year alter the calendar year".

3 (b) (1) Section 203 (f) (8) (B) of such Act is amended

4 by striking out "The exempt amount for each month of a

5 particular taxable year shall be" in the matter preceding

6 clause (1) and inserting in lieu thereof "Except as otherwise

7 provided in subparagraph (D), the exempt amount which is

8 applicable to individuals described in such subparagraph and

9 the exempt amount which is applicable to other individuals,

10 for each month of a particular taxable year, shall each be".

11 (2) Section 203 (f) (8) (B) (i) of such Act is amended

12 by striking out "the exempt amount" and inserting in lieu

13 thereof "the corresponding exempt amount".

14 (3) The last sentence of section 203 (f) (8) (B) of such

15 Act is amended by striking out "the exempt amount" and

16 inserting in lieu, thereof "an exempt amount".

17 (c) (1) Section 203 (f) (8) of such Act is further

18 amended by adding at the end thereof the following new

19 subparagraph:

20 "(D) Notwithstanding any other provision of this

21 subsection, the exempt amount which is applicable to an

22 individual who has attained age 65 before the close of

23 the taxable year involved—

24 "(1) shall be $333.33- for each month of any

23 taxable year ending after 1977 and before 1979,
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i "(ii) shall be $375 for each month of ally

2 taxable year ending after 1978 aiid before 1980,

3 "(iii) shall be $416.66* for each month of any

4 taxable year ending after 1979 and before 1981,

5 and

6 "(iv) shall be $458.33* for each month of any

taxable year ending after 1980 and before 1982.".

8 (2) No notification with respect to an increased exempt

9 arnouiit for individuals described in section 203 (f) (8) (D)

10 of the Social Security Act (as added by paragraph (1) of

ii this subsection) shall be required under the last sentence of

12 section 203 (f) (8) (B) of such Act in 1977, 1978, 1979,

13 or 1980; and section 203 (f) (8) (C) of such Act shall not

14 prevent the new exempt amount determined and published

15 under section 203 (f) (8) (A) in 1977 from becomiiìg effec-

16 tive to the extent that such new exempt amouiit applies to

17 individuals other than those described in section 403

18 (f) (8) (D) of such Act (as so added).

19 (d) Subsections (f) (1), (f) (3), (f) (4) (B), and

20 (li) (1) (A) of section 203 of such Act are each amended

21 by striking out "$200 01. the exempt amouiit" aiid inserting

22 in liemi thereof "the applicable exempt amount".

23 (e) Subject to subsection (f), the amendments made

24 l)y the preceding provisions of this section shall apply with

25 respect to taxable years ending after December i77.
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1 (f) Effective with respect to taxable years ending after

2 December 31, 1981—

3 (1) subsections (d) (1), (f) (1) (B), and (j) of

4 section 203 of the Social Security Act, and subsection

5 (c) (1) of such section 203 (as amended by section

6 411 (i) of this Act.), are each amended by striking out

7 "seventy-two" and inserting in lieu thereof "sixty-five";

8 (2) the last sentence of section 203 (c) of such Act

9 (as so amended) is amended by striking out "nor shall

10 any deduction" and all that follows and inserting in lieu

11 thereof "nor shall any deduction be made under this

12 subsection from any widow's or widower's insurance

13 benefit if the widow, surviving divorced wife, widower,

14 or surviving divorced husband involved became entitled

15 to such benefit prior to attaining age 60.";

16 (3) clause (D) of section 203 (f) (1) of such Act

17 is amended to read as follows: "(D) for which such in-

18 dividual is entitled to widow's or widower's insurance

19 benefits if she or he became so entitled prior to attain-

20 ing age 60, or";

21 (4) section 203 (f) (3) of such Act is amended by

22 striking out "age 72" and inserting in lieu thereof "age

23 65";

24 (5) section 203 (f) (5) (D) of such Act is re-

25 pealed;



103

1 (6) section 203(h) (1) (A) of such Act is

2 amended by striking out "the age of 72" and "age 72"

3 nd inserting in lieu thereof in each instance "age 65";

4 (7) the heading of section 203 (j) of such Act is

5 amended by striking out "Seventy-two" and inserting

6 in lieu thereof "Sixty-five";

7 (8) subsections (f) (1) , (f) (3), (f) (4) (B),

8 and (h) (1) (A) of section 203 of such Act (as

9 amended by section 501 (d) of this Act) are each

10 further amended by striking out "the applicable exempt

11 amount" and inserting in lieu thereof "the exempt

12 amount"; and

13 (9) the amendments made by subsections (a),

14 (b), and (c) (1) of this section shall cease to be effec-

15 tve; and the provisions of section 203 of such Act

16 (as otherwise amended by the provisions of this Act)

17 shall read as they would. if such subsections (a), (b),

18 and (c) (1) had not been enacted.

19 ELIMINATION OF MONTHLY BARNINGS TEST

20 SEc. 502. (a) Clause (E) of the last sentence of

21 section 203 (f) (1) of the Social Security Act (as amended

22 by section 501 (d) of this Act) is further amended by

23 inserting before the period at the end thereof the following:

24 ", if such month is 'in the taxable year in which occurs the

25 first month that is bQth (1) a month for wiib the irdividual



104

1 is entitled to benefits under subsection (a), (b), (c), (d),

2 (e), (f), (g), or (h) of section 202 (without having been

3 entitled for the preceding month to a benefit under any

4 other of such subsections), and (ii) a month in which the

5 individual did not engage in self-employment and did not

6 render services for wages (determined as provided in para-

7 graph (5)) of more tha.n the exempt amount as determined

8 tinder paragraph (8) ".

9 (b) The amendment made by subsection (a) shall apply

10 only with respect to monthly benefits payable for months

11 after December 1977.

12 LIBERALIzATION OF TEST FOR DETERMINING DEDUCTIONS

13 ON ACCOUNT OF NONCOVERED WORK OUTSIDE THE

114 UNIThD STATES

15 SEC. 503. (a) Effective with respect to months in tax-

16 able years ending after 1977 and before 1979, subsections

17 (c) (1), (d) (1), and (d) (2) of section 203 of the Social

18 Security Act (as amended by the preceding provisions of

19 this Act) are each amended by striking out "seven or more"

20 and inserting in lieu thereof "nine or more".

21 (b) Effective with respect to months in taxable years

22 ending after 1978, subsections (c) (1), (d) (1), and (ci)

23 (2) of such section 203 (as amended by subsection () of

24 this section) are each further amended by striking out "nine

25 or more" and inserting in lieu thereof "twelve or more".
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j. TITLE VT—COMBINED SOCIAL SECURITY AND

2 INCOME TAX ANNUAL REPORTING

3 PART A—AMENDMENTS TO TITLE II OF TilE SoCIAL

4 SECURITY ACT

5 ANNUAL CREDITING OF QUARTEBS OF COVERAGE

6 SEC. 601. (a) (1) Sections 209(g) (3), 209(j), 210

7 (a) (17) (A), and 210 (f) (4) (B) of the Social Security

8 Act are each amended by striking out "quarter" wherever

9 it appears and inserting in lieu thereof "year".

10 (2) Sections 209 (g) (3) and 209 (j) of such Act are

ii each further amended by striking out "$50" and insertiiig

12 in lieu thereof "$100".

13 (3) (A) Section 209 of such Act is amended by strik-

14 ing out "or" at the end of subsection (n), by striking out

15 the period at the end of subsection (o) and inserting in

16 lieu thereof "; or", and by inserting after subsection (o) the

17 following new subsection:

18 "(p) Remuneration paid by an organization exempt

19 from income tax under section 501 of the Internal Revenue

20 Code of 1954 in any calendar year to an employee for

21 service rendered in the employ of such organization, if the

22 remuneration paid in such year by the organization to the

23 employee for such service is less than $100.".

24 (B) Section 210 (a) (10) of such Act is amended by

25 striking' out "(10 (A) " and all that follows down through
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1 "(B) Service" and inserting in lieu thereof "(10) Service",

2 and by redesignating clauses (i) and (ii) as subparagraphs

3 (A) and (B), respectively.

4 (b) Section 212 of such Act is amended to read as

5 follows:

6 "CREDITING OF SELF-EMPLOYMENT INCOME TO

7 CALENDAR YEARS

8 "SEC. 212. (a) For the purposes of determining aver-

9 age monthly wage and quarters of coverage the amount of

10 self-employment income derived during any taxable year

11 which begins before 1978 shall—

12 "(1) in the case of a taxable year which is a calen-

13 dar year, be credited equally to each quarter of such

14 calendar year; and

15 "(2) in the case of any other taxable year, be

16 credited equally to the calendar quarter in which such

17 taxable year ends and to each of the nextthree or fewer

18 preceding quarters any part of which is in such taxable

19 year.

20 "(b) For the purposes of determining average indexed

21 monthly earnings, average monthly wage, and quarters of

22 coverage the amount of self-employment income derived dur-

23 lug any taxable year which begins after 1977 shall—

24 "(1) in the case of a taxable year which is a

25 calendar year or which begins with. cr during a calendar
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1 year and ends with or during such year, be credited to

2 such calendar year; and

3 "(2) in the case of any other taxable year, be

4 allocated proportionately to the two calendar years,

5 portions of which are included within such taxable yeal,

6 on the basis of the number of months in each such

7 calendar year which are included completely within the

8 lxable year.

For :purposes of clause (2), the calendar month in which a

10 taxable year ends shall be treated as included completely

within that taxable year.".

12 (c) Section 213 (a) (2) of such Act is amended to read,

13 as follows:

14 ' (2) (A) The term 'quarter of coverage' means—

15 "(i) for calendar years before 1978, and subject to

16 the provisions of subparagraph (B), a quarter in which

17 an individual has been paid $50 or more in wages

18 (except wages for agricultural labor paid after 1954)

19 o:r for which he has been credited (as determined

20 under section 212) with $100 or more of self-employ-

21 ment income; and

22 "(ii) for calendar years after 1977, and subject

23 to the provisions of subparagraph (B), each portion of

24 the total of the wages paid and the self-employment

25 iiicorne credited (pursuant to section 212) to an mdi-
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1 vidual in a calendar year which equals $250, with such

2 quarter of coverage being assigned to a specific calendar

3 quarter in such calendar year only if necessary in the

4 case of any individual who has attained age 62 or died

5 or is under a disability and the requirements for insured

6 status in subsection (a) or (b) of section 214, the

7 requirements for entitlement to a computation or re-

8 computation of his primary insurance amount, or the

9 requirements of paragraph (3) of section 216 (i) would

10 not otherwise be met.

11 "(B) Notwithstanding the provisions of subparagraph

12 (A)—

13 "(i) no quarter after the quarter in which an

14 individual dies shall be a quarter of coverage, and no

15 quarter any part of which is included in a period of

16 disability (other than the initial quarter and the last

17 quarter of such period) shall be a quarter of coverage;

18 "(ii) if the wages paid to an individual in any

19 calendar year equal to $3,000 in the case of a calendar

20 year before 1951, or $3,G00 in the case of a calendar

21 year after 1950 and before 1955, or $4,200 in the case

22 of a calendar year after 1954 and before 1959, or $4,800

23 in the case of a calendar year after 1958 and before

24 1966, or $6,G00 in the case of a calendar year after 19G5

25 and before 1968, or $7ç800 in the case of a calendar
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i year after 1967 and before 1972, or $9,000 in the case

2 ofthecalendaryearl972,or$10,800inthecaseof the

8 calendar year 1973, or $13,200 in the case of the Sea-

4 dar year 1974, or an amount equal to the contribution

5 and benefit base (as determined under section 230) in

6 the case of any calendar year after 1974 with respect

7 to which such contribution and benefit base is effective,

8 each quarter of such year shall (subject to clauses (i)

9 and (v))beaquarterofcoverage;

10 "(ill) if an individual has self-employment income

11 foratanhleyear,andifthesumofsuchincomeand

12 the wages paid to him during such year equals $3,600

13 in the case of a tarable year beginning after 1950 and

14 endingbeforel9sb,or$4,200inthecaseofataxab&e

15 year ending after 1954 and before 1959, or $4,800 in

16 the case of a taxable year ending after 1958 and before

17 1966, or $6,600 in the casó of a taxable year ending

18 afterl96sandbeforel968,or$7,Soointhecaseof

19 a taxable year ending after 1967 and before 1972, or

20 $9,000 in the case of a taxable year beginning after

21 1971 and before 1973, or $10,800 in the case of a tax-

22 able year beginning after 1972 and before 1974, or

28 $13,200 in the case of a taxable year beginning after

24 1973 and before 1975, or an amount equal to the con-

25 tribution and benefit base (as determined under section
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1 230) which is effective for the calendar year in the case

2 of any taxable year beginning in any calendar year after

3 1974, each quarter any part of which falls in, such year

4 shall (subject to clauses (i) and (v) ) be a quarter of

5 Coverage;

6 "(iv) if an individual is paid wage.s for agricultural

7 labor in a calendar year after 1954 and before 1978,

8 then, subject to clauses (i) and (v), (I) the last quar-

9 ter of such year which can be but is not otherwise a

io quarter of coverage shall be a quarter of coverage if such

ii wages equal or exceed $100 but are less than $200;

12 (II) the last two quarters of such year which can be

13 but are not otherwise quarters of coverage shall be

14 quarters of coverage if such wages equal or exceed $200

15 but are less than $300; (III) the last three quarters of

16 such year which Can be but are not otherwise quarters

17 of coverage shall be quarters of coverage if such wages

18 equal or exceed $300 but are less than $400; and (IV)

each quarter of such year which is not otherwise a quar-

20 ter of coverage shall be a quarter of coverage if such

21 wages are $400 or more;

22 "(v) no quarter shall be counted as a quarter of

23 coverage prior to the beginning of such quarter;

24 "(vi) Dot more than one quarter of coverage may

25 be credited to a calendar quarter; and
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1.
"(vii) no more than four quarters of coverage may

2 be credited to any calendar year after 1977.

3 If in the case of an individual who has attained age 62 or

4 died or is under a disability and who has been paid wages

5 for agricultural labor in a calendar year after 1954 and.

6 beforB 1978, the requirements for insured status in subsec-

7 tion (a) or (b) of section 214, the requirements for entitle-

8 ment to a computation or recomputation of his primary

9 insurance amount, or the requirements of paragraph (3)

10 of section 216 (i) are not met after assignment of quarters

ii of coverage to quarters in such year as provided in clause

12 (iv) of the preceding sentence, but would be met if such

13 quarters of coverage were assigned to different quarters in

14 such year, then such quarters of coverage shall instead be

15 assigred, for purposes only of determining compliance with

16 such requirements, to such different quarters. If, in the case

17 of an individual who did not die prior to January 1, 1955,

18 and who attained age 62 (if a woman) or age 65 (if a man)

19 or died before July 1, 1957, the requirements for insured

20 status in section 214 (a) (3) are not met because of his

21 having too few quarters of coverage but would be met if his

22 quarters of coverage in the first cakndar year in which he

23 had any covered employment had been determined on the

24 basis of the period during which wages were earned rather

25 than on the basis of the period during which wages were paid
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1 (any such wages paid that are reallocated on an earned basis

2 shall not be used in determining quarters of coverage for sub-

3 sequent calendar years), then upon application filed by the

4 individual or his survivors and satisfactory proof of his

5 record of wages earned being furnished by such individual

6 or his survivors, the quarters of coverage in such calendar

7 year may be determined on the basis of the periods during

8 which wages were earned.".

9 (d) The amendments made by subsection (a) shall

10 apply with respect to remuneration paid and services ren-

11 dered after December 31, 1977. The amendments made by

12 subsections (b) and (c) shall he effective January 1, 1978.

13 ADJUSTMENT IN AMOUNT REQUiRED FOR A QUARTER

14 OF COVERAGE

15 SEc. 602. (a) Section 213 (a) (2) (A) (ii) of the So-

16 cial Security Act, as amended by section 601 (c) of this Act,

17 is amended by striking out "$250" and inserting in lieu

18 thereof "the amount required for a quarter of coverage in

19 that calendar year (as determined under subsection (d) ) ".

20 (b) Section 213 of such Act is further amended by add-

21 ing at the end thereof the following new subsection:

22 "Amount Required for a Quarter of Coverage

23 "(d) (1) The amount of wages and self-employment

24 income which an individual must have in order to be credited

25 with a quarter of coverage in any year under subsection
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1 (a) 2) (A) (ii) shall be $250 in the calendar year 1978

2 and the amount determined under paragraph (2) of this

3 subsection for years after 1978.

4 "(2) The Secretary shall, on or before November 1 of

5 1978 and of every year thereafter, determine and publish

6 in the Federal Register the amount of wages and self-

7 employment income which an individual must have in order

8 to be credited with a quarter of coverage in the succeeding

9 calendar year. The amount required for a quarter of coy-

10 erage shall be the larger of—

11 "(A) the amount in effect in the calendar year in

12 which the determination under this subsection is made, or

13 "(B) the product of the amount prescribed in para-

14 graph (1) which i required for a quarter of coverage

15 in 1978 and the ratio of the average of the total wages

16 (as defined in regulations of the Secretary and computed

17 without regard to the limitations specified in section 209

18 (a) ) reported to the Secretary of the Treasury or his

19 delegate for the calendar year before the year in which

20 the determination under this paragraph is made to the

21 average of the total wages (as so defined and computed)

22 reported to the Secretary of the Treasury or his delegate

23 for 1976 (as published in the Federal Register in

24 accordance with section 215 (a) (1) (D) ),

25 with such product, if not a multiple of $10, being rounded
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1 to the next higher multiple of $10 where such amount is a

2 multiple of $5 but not of $10 and to the nearest multiple of

3 $10 in any other case.".

4 (c) The amendments made by this section shall be

5 effective January 1, 1978.

6 TECHNICAL AND CONFORMING AMENDMENTS

7 SEC. 603. (a) (1) Section 203 (f) (8) (B) (1) of the

8 Social Security Act is amended by striking out "was" wher-

9 ever it appears and inserting in lieu thereof "is".

10 (2) Section 203 (f) (8) (B) (ii) of such Act is amended

11 to read as follows:

12 "(ii) the product of the exempt amount de-

13 scribed in clause (i) and the ratio of (I) the aver-

14 age of the total wages (as defined in regulations of

15 the Secretary and computed without regard to the

16 limitations specified in section 209 (a)) reported to

17 the Secretary of the Treasury or his delegate for the

18 calendar year before the caJendar year in which the

19 determination under subparagraph (A) is made to

20 (II) the average of the total wages (as so defined

21 and computed) reported to the Secretary of the

22 Treasury or his delegate for the calendar year

23 before the most recent calendar year in which

24 an increase in the exempt amount was en-

25 acted or a determination resulting in such an in-
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1
crease was made under subparagraph (A), with

2 such product, if not a multiple of $10, being

3 rounded to the next higher multiple of $10

4 where such product is a multiple of $5 but not

of $10 and to the nearest multiple of $10 in any

6 other case.".

(b) (1) The first sentence of section 218 (c) (8) of

8 such Act is amended by striking out "quarter" wherever it

9 appears and inserting in lieu thereof "year", and by striking

10 out "$50" and inserting in lieu thereof "$100".

ii (2) Section 218 (q) (4) (B) of such Act is amended

12 by striking out "any calendar quarters" and inserting in lieu

13 thereof "a calendar year", and by striking out "such calendar

14 quarters" and inserting in lieu thereof "such calendar year".

15 (3) Section 218 (q) (6) (B) of such Act is amended

16 by striking out "calendar quarters designated by the State in

17 such wage reports as the" and inserting in lieu thereof

18 "period or periods designated by the State in such wage

19 reports as the period or".

20 (4) Section 218 (r) (1) of such Act is amended—

21 (A) by striking out "quarter" in the matter before

22 clause (A) and inserting in lieu thereof "year",

23 (B) by striking out "in which occurred the calen-

24 dar quarter" in clause (A), and
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(0) by striking out "quarter" in clause (B) and

2 inserting in lieu thereof "year".

3 (c) (1) Effective with respect to estimates for calen-

4 dar years beginning after December 31, 1977, section 224

5 (a) of such Act is amended by striking out the last sentence.

6 (2) Section 224 (f) (2) of such Act is amended to read

7 as follows:

8 "(2) In making the redetermination required by para-

9 graph (1), the individual's average current earnings (as

10 defined in subsection (a)) shall be deemed to be the

11 product of—

12 "(A) his average current earnings as initially

13 determined under subsection (a) ;

14 "(B) the ratio of (i) the average of the total wages

15 (as defined in regulations of the Secretary and computed

16 without regard to the limitations specified in section

17 209 (a)) reported to the Secretary of the Treasury or

18 his delegate for the calendar year before the year in

19 which such redetermination is made to (II) the average

20 of the total wages (as so defined and computed) re-

21 ported to the Secretary of the Treasury or his delegate

22 for calendar year 1977 or, if later, the calendar year

23 before the year in which the reduction was first corn-

24 puted (but not counting any reduction made in benefits

25 for a previous period of disability) ; and
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1 "(0) in any case in which the reduction was first

7 computed before 1978, the ratio of (i) the average of

3 the taxable wages reported to the Secretary for the

4 first calendar quarter of 1977 to (ii) the average of the

5 taxable wages reported to the Secretary for the first

6 calendar quarter of the calendar year before the year in

7 which the reduction was first computed (but not count-

8 iing any reduction made in benefits for a previous period

9 of disability).

io Any amount determined under this paragraph which is not

jj a multiple of $1 shall be reduced to the next lower multiple

12 of $1.".

13 (d) Section 229 (a) of such Act is amended—

14 (1) by striking out "shall be deemed to have been

15 paid, in each calendar quarter occurring after 1956 ill

16 which he" and inserting in lieu thereof ", if he", and

17 (2) by striking out "wages (in addition to the

18 wages actually paid to him for such service) of $300."

19 at the end thereof and inserting in lieu thereof the

20 following: "shall be deemed to have been paid—

21 "(1) in each calendar quarter occurring after 1956

22 and before 1978 in which he was paid such wages, addi-

23 tional wages of $300, and

24 "(2) in each calendar year occurring after 1977

25 in which he was paid such wages, additional wages of
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1 $100 for each $300 of such wages, up to a maximum

2 of $1,200 of additional wages for any calendar year.".

3 (e) (1) Section 230 (b) of such Act is amended by

4 striking out the last sentence.

5 (2) Section 230 (b) (1) of such Act is amended to

6 read as follows:

7 "(1) the contribution and benefit base which is in

8 effect with respect to remuneration paid in (and taxable

years beginning in) the calendar year in which the

10 determination under subsection (a) is made, and".

11 (3) Section 230 (b) (2) of such Act is amended to

12 read as follows:

13 "(2) the ratio of (A) the average of the total

14 wages (as defined in regulations of the Secretary and

is computed without regard to the limitations specified in

16 section 209 (a)) reported to the Secretary of the Treas-

17 ury or his delegate for the calendar year before the

18 calendar year in which the determination under subsec-

19 tion (a) is made to (B) the average of the total wages

20 (as so defined and computed) reported to the Secretary

21 of the Treasury or his delegate for the calendar year

22 before the most recent calendar year in which an in-

23 crease in the contribution and benefit base was enacted

24 or a determination resulting in such an increase was

25 made under subsection (a) ,".
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(f) (1) Effective with respect to convictions after De-

2 ceml)er 31, 1977, section 202 (u) (1) (0) of such Act is

amended by striking out "quarter" wherever it appears and

4 inserting in lieu thereof "year".

(2) (A) Section 205 (c) (1) of such Act is amended

6 by striking out "(as defined in section 211 (e) ) ".

7 (B) Section 205 (c) (1) of such Act is further amended

8 by adding at the end thereof the following new subpara-

9 graph:

10 "(D) The term 'period' when used with respect to

11 self-employment income means a taxable year and when

12 used with respect to wages means—

13 "(i) a quarter if wages were reported or should

14 have been reported on a quarterly basis on tax

15 returns ified with the Secretary of the Treasury or

16 his delegate under section 6011 of the Internal Rev-

17 enue Code of 1954 or regulations thereunder (or

18 on reports ified by a State under section 218 (e)

19 or regulations thereunder),

20 "(ii) a year if wages were reported or should

21 have been reported on a yearly basis on such tax

22 returns or reports, or

23 "(iii) the half year beginning January 1 on

24 July 1 in the case of wages which were reported or

25 should have been reported for calendar year 1937.".
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1 (C) Section 205 (o) of such Act is amended by insert-

2 ing "before 1978" after "calendar year".

(g) The amendments made by subsection (b) of this

4 section shall apply with respect to remuneration paid after

December 31, 1977. The amendments made by subsections

6 (d) and (f) (2) shall be effective January 1, 1978. Except

7 as otherwise specifically provided, the remaining amend-

8 ments made by this section shall be effective January 1,

1979.

10 PART B—AMENDMENTS TO THE INTERNAL REVENUE

11 CODE 01? 1954

12 DEDUCTION OF TAX FROM WAGES

13 SEC. 611. (a) Section 3102 (a) of the Internal Reve-

i., nue Code of 1954 is amended by striking out "or (C) or

ii (10) ", and by inserting after "is less than $50 ;" the fol-

16 lowing: "and an employer who in any calendar year pays

17 to an employee cash renmneration to which paragraph (7)

18 (C) or (10) of section 3121 (a) is applicable may deduct

19 an amount equivalent to such tax from any such payment of

20 remuneration, even though at tile time of payment the total

21 amouiit of such remuneration paid to the employee by the

22 employer in the calendar is less than $100;'.'.

23 (b) (1) Paragraphs (1) and (2) of section 3102(c)

24 of such Code are each amended by striking out "quarter"

25 wherever it appears and by inserting in lieu thereof "year".
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1 (2) Paragraph (3) of section 3102 (c) of such Code

2 is amended—

3 (A) by striking out "quarter of the" in subpara-

4 graph (A); and

5 (B) by striking out "quarter" wherever it appears

6 in subparagraphs (B) and (C) and inserting in lieu

thereof "year".

8 (c) The amendments made by this section shall apply

9 with respect to remuneration paid and to tips received after

io December 31, 1977.

11 TECHNICAL AND CONFORMING AMENDMENTS

12 SEC. 612. (a) Sections 3121 (a) (7) (C) and 3121

13 (a) (10) of the Internal Revenue Code of 1954 are each

14 amended by strikiig out "quarter" wherever it appears and

15 inserting in lieu thereof "year", and by striking out "$50"

16 and inserting in lieu thereof "$100".

17 (b) Section 3121 (a) of such Code is amended by strik-

18 ing out "or" at the end of paragraph (14), by striking out

19 the period at the end of paragraph (15) and inserting in lieu

20 thereof "; or", and by adding after paragraph (15) the

21 following new paragraph:

22 "(16) remuneration paid by an organization

23 exempt from income tax under section 501 (a) (other

24 than an organization described in section 401 (a) ) or

25 under section 521 in any calendar year to an employee
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for service rendered in the employ of such organization,

2 if the remuneration paid in such year by the organiza-

3 tion to the employee for such service is less than $100.".

4 (c) Section 3121 (b) (10) of such Code is amended by

5 striking out "(10) (A)" and all that follows down through

6 "(B) service" and inserting in lieu thereof "(10) service",

7 and redesignating clauses (i) and (ii) as subparagraphs

8 (A) and (B), respectively.

9 (d) Sections 3121 (b) (17) (A) and 3121 (g) (4) (B)

10 of such Code are each amended by striking out "quarter"

11 and inserting in lieu thereof "year".

12 (e.) The amendments made by this section shall apply

13 with respect to remuneration paid and services rendered

i4 a.fterDecember3l, 1977.

15 PART C—CONFORMING AMENDMENT TO TIlE RAILROAD

16 RETIREMENT ACT OF 1974

17 COMPUTATION OF EMPLOYE ANNUITIES

18 SEC. 621. (a) The last sentence of section 3(f) (1) of

19 the Railroad Retirement Act of 1974 is amended—

2o (1) by inserting "paid before 1978" after "in the

21 case of wages", and

22 (2) by inserting "and in the case of wages paid

23 after 1977" before the period at the end thereof.

24 (b) The amendments made by this section shall be

25 effective January 1, 1978.



123

1
TITLE VII—MISCELLANEOTJS PROVISIONS

2
ACTUARIAL REDUCTION OF BENEFIT INCREASES TO BE

3
APPLIED AS OF TIME OF ORIGINAL ENTITLEMENT

4 SEC. 701. (a) Effective with respect to monthly benefits

payable for months after December 1977, section 202 (q)

6
(4) of the Social Security Act is amended by striking out all

that follows subparagraph (B) and inserting in lieu thereof

the following:

"theii the amount of the reduction of such benefit (after the

10 application of any adjustment under paragraph (7) ) for

each month beginning with the month of such increase in the

12 primary insurance amount shall be computed under para-

13 graph (1) or (3), whichever applies, as though the in-

14 creased primary insurance amount had been in effect for and

15 after the month for which the individual first became entitled

16 to such monthly benefit reduced under such paragraph (1)

17 Or (3) .".

18 (b) For purposes of applying section 202 (q) (4) of

19 the Social Security Act, as amended by subsection (a) of

20 this section, to monthly benefits payable for any month after

21 December 1977 in the case of an individual who was

22 entitled to a monthly benefit as reduced under section 202

23 (q) (1) or (3) of such Act prior to January 1978, the

24 amount of reduction in such benefit for the first month for

25 which such benefit is increased by reason of an increase in
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i the primary insurance amount of the individual on whose

2 wages and self-employment incGme such benefit is based and

3 for all subsequent months (and similarly for all subsequent

4 increases) shall be increased by a percentage equal to the

5 percentage of the increase in such primary insurance amount

6 (such increase being made in accordance with the provi-

7 sions of section 202 (q) (8) of such Act). Where such mdi-

8 vidual's benefit, reduced under section 202 (q) of such Act,

9 is increased as a result of the use of an adjusted reduction

10 period or an additional adjusted reduction period (in ac-

11 cordance with paragraphs (1) and (3) of such section 202

12 (q) ), then for the first month for which such increase is

13 effective and for all subsequent months, the amount of such

14 reduction (after the application of the previous sentence,

15 if an increase in the primary insurance amount is appli-

16 cable) shall be determined—

17 (1) in the case of old-age and spouse's insurance

18 benefits, by multiplying such amount by the ratio of (A)

19 the number of months in the adjusted reduction period

20 to (B) the number of months in the reduction period,

21 (2) in the case of widow's and widower's insurance

22 benefits for the month in which such individual attains

23 age 62, by multiplying such amount by the ratio of

24 (A) the number of months in the reduction period

25 beginning with age 62 multiplied by 19/4 of 1 per
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1 centum, plus the number of months in the adjusted reduc-

2 tion period prior to age 62 multiplied by 1¾ o of 1 per

3 centum, plus the number of months in the. adjusted

4 additional reduction period multiplied by 4%4 of 1 per

5 centum to (B.) the number. of months in the reduction

6 period . multiplied by 1¾ 0 of 1 per centum, plus the

7 number of months in the additional reduction period

8 multiplied by 4%o 'of 1 per centam, and

9 (3) in the case of widow's and widower's insurance

io benefits for the month in which such individual attains

11 age 65, by multiplying such amount by the ratio of (A)

12. the number of months in the adjusted reduction period

13 multiplied by 1% 0 of 1 per centum, plus the number of

14 months in the adjusted additional reduction period mul-

15 tiplied by 4%4 of 1 per centum to (B) the number of

16 months in the reduction period beginning . with age 62

17 multiplied by 1%
o of 1 per centum, plus the number of

18 months in the adjusted reduction period prior to age 62

19 multiplied by 1 % 0 of 1 per ceitum, plus the number

20 of months in the adjusted additional reduotion period

21 multiplied by 4%4 Of1 per centum,

22 with each such decrease being made in accordance with .the

23 provisions of section 202 (q) (8) of such Act.

24 (c) When an individual is entitled to more than one

25 monthly benefit under title II of the• Soôa1 Security Act for
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1 any month and one or more of such benefits are reduced under

2 section 202 (q) of the Social Security Act, as amended by

3 this Act, subsection (b) 'of this section shall apply separately

4 to each such benefit before the application of section 202 (k)

5 of such Act (pertaining to the method by which monthly

benefits are offset when an individual is entitled to more than

7 one kind of benefit), and the application of this subsection

8 shall operate in conjunction with section 202 (q) (3) of the

9 Social Security Act.

10 (d) (1) Section 202 (q) (7) (C) of the Socia.l Security

11 Act is amended by striking out "because" and all that follows

12 and inserting in lieu thereof "because of the occurrence

13 of an event that terminated her or his entitlement to such

14 benefits,".

15 (2) Section 202 (q) (3) (H) of such Act is amended

16 by inserting "for that month or" after "first entitled".

17 ELIMINAT[ON OF CERTAIN OPTIONAl4 PAYMENT PROCE-

18 DURES UNDER THE OLD-AGE, SURVIVORS, AND DISA-

19 BILITY INSUIANCE PROGIAM

20 SEC. 702. (a) (1) The first sentence of section 202 (j)

21 (1) of the Social Security Act is amended by striking out

22 "An individual" and inserting "Subject to the limitations

23 contained in paragraph (4), an individual" in lieu thereof.

24 (b) Section 202 (j) of such Act is further amended by

25 inserting at the end thereof the following new paragrap1:
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1 "(4) (A) Except as provided in subparagraph (B) , no

2 individual shall be entitled to benefits under subsection (a),

3 (b) , (c) , (e) , or (f) for any month prior to the mouth

4 in which he or she files an application for such benefits if the

effect of such payment would be to reduce, pursuant to

6 subsection (q) , the monthly benefits to which such individual

7 would otherwise be entitled.

8 "(B) (i) If the individual applying for retroactive

9 benefits is applying for such benefits under subsection (a),

10 and there are one or more other persons who would, except

11 for subparagraph (A), be entitled for any month, on the

12 basis of the wages and self-employment income of such in-

13 dividual and because of such individual's entitlement to such

14 retroactive benefits, to retroactive benefits under subsection

15 (b) , (c) , or (d) not subject to reduction under subsection

16 (q), then subparagraph (A) shall not apply with respect

17 to sach month or any subsequent month.

18 "(ii) If the individual applying for retroactive benefits

19 is a surviving spouse, or surviving divorced spouse who is

20 under a disability (as defined in section 223 (d) ) , and such

21 individual would, except for subparagraph (A), be entitled

22 to retroactive benefits as a disabled surviving spoise, or

23 surviving divorced spouse for any month before he or she

24 attained the age of 60, then subparagraph (A) shall not

25 apply with respect to such month or any subsequent month.
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"(iii) If the individual applying for retroactive benefits

2 has excess earnings (as defined in section 203 (f)) in the

3 year in which he or she ifies an application for such benefits

4 which could, except for subparagraph (A), be charged to

5 months in such year prior to the month of application, then

6 subparagraph (A) shall not apply to so many of such

7 months immediately preceding the month of application as

8 are required to. charge such excess earnings to the maximum

9 extent possible.".

10 (3) Section 226 (h) of such Act is amended by adding

11 at the end thereof the following new paragraph:

12 "(4) For the purposes of determining entitlement to

13 hospital insurance benefits under subsection (b) in the case

14 of an individual described in clause (iii) of subsection (b)

15 (2) (A), the entitlement of such individual to widow's or

16 widower's insurance benefits under section 202 (e) or (f)

17 by reason of a disability shall be deemed to be the entitle-

18 ment to such benefits that would result if such entitlement

19 were determined without regard to the provisions of sec-

20 tion202(j) (4).".

21 (2) The amendments made by this section shall be

22 effective with respect to applications for benefits under title

23 II of the 'Social Security Act filed on or after January 1,

1978.
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1 f1tT %fAfl1TWG OF BENEFIT OHEOKS W H icxR BEGUTiARLY

2 SOBEDULED DELiVERY DAY pAT1TR ON SATURDAY,

3 SUNDAY, OR LEGAL HOLIDAY

4 &co. 703. (a) Title Vilof the& Security Actis

amended by adding at the end thereof the following new

6 section:

7 "TIME POE DELIVERY OP BENEFIT OHEOKS wiiat REPULSE

8 DELiVERY DAY pAT1TA ON A SATURDAY, SUNDAY, OR

9 LEGAL HOLIDAY

10 "530. 708. (a) If the day regularly designated for the

11:. delivery of benefltthecks under tiUe for title XVI fa]ls.on a

12 Satorday, Sunday, or legal public holiday (as defined hr

13 section 6103 of title 5, United States Code) in say month,

14 the benefit checks whith would otherwise be delivered on

15 such day shall be mailed in 6me for delivery, and delivered,

16 ontheflrstdayprecedingsuchdaywh(hisn0tathh1ty,

17 Sunday, or legal public holiday (as so defined), without

18 regard to whether the delivery of such checks woul4 as a

19 result.have to be made before the end of the month for which

20 such checks are issued.

21. "(b) frnoret1nthecorrectamount0fpaymentundet:

22 detoanyindividualasaresultof the.

23. r(ipt of a bençflt cheek pursuant to subsection (a) before

24 $heen4oftheuiouthfQrwbicbanohcheokisissu4noactiofl'
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1 shall be takeii (under section O4 or 1G31 (1) or otherwise)

2 to rccovcr such payiiiciit or the ilicOlTeCt p01t1011 thereof.".

3 (b) The aineiidnient made by subsection (a) of this

4 sectioii shall apply with respect to benefit checks the

5 regularly designated day for delivery of which occurs ou or

6 after the thirtieth day after the date of the uiactuient of this

7 Act.

g DEFiNiTION

9 So. 704. As used in this Act and the amendiiient.s to

jO the Social Security Act made by this Act, tile term "See—

11 retary" means, unless the context otherwise requires, the

12 Secretary of Health, Education, and Welfare.

13 TITLE VIlI—NATIONAL COMMISSION ON

14 SOCIAL SECURITY

15 ESTABLISH A NATIONAL COMMISSION ON SOCIAL

16 SECURITY

17 SEC. 801. (a) (I) There is hereby established a coni-

18 mission to be known as the Natioiial Comrnissioii on Social

19 Security (hereinafter referred to is the "Commission")

20 (2) (A) The Commission shall consist of—

21 (i) five members to be appoiiited by the President,

22 by and with the advice and consent of the Senate, one of

23 whom shall, at the time of appointment, be designated as

Chairman of the Commission;
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1 (ii) two members to be appointed by the Speaker

2 o the louse of Representatives; and

3 (iii) two members to be appointed by tile Presi-

4 dent pro tempore of the Senate.

(B) At no time shaii more than three of the members

6 appointed by the President, one of the members appointed

7 by the Speaker of t.he House of Representatives, or one of

8 the members appointed by the President pro tempore of the

9 Senate be members of the same poiiticai party.

10 (C) The membership of the Commission shaii consist

11 of individuais who are of recognized staiiding and distinction

12 and who possess the demonstrated capacity to discharge the

13 duties imposed on the Commission, and shaii inciude repre-

14 sentatives of the private insurance industry and of recipients

15 and potential recipients of benefits under the programs in-

16 voived as weii as individuais whose capacity is based on

17 a special knowledge or expertise in those programs. No mdi-

18 vidual. who is otherwise an officer or fuii-time empioyee of

19 the United States shaii serve as a member of the Commis-

20 sion.

21 (D) The Chairman of the Commission shaii designate

22 a member of the Commission to act as Vice Chairman of the

23 CommissiOn.

24 (E) A majority of the members of the Commission shall.
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i constitute a quorum, but a lesser number may conduct hear-

2 ings.

3 (F) Members of the Conimission shall be appointed for

4 a term of two years.

5 (G) A vacancy in the Commission shall not affect its

6 powers, but shall be filled, in the same manner as that herein

7 provided for the appointment of the member first appointed

8 to the vacant position.

9 (3) Members of the Commission shall receive $138 per

10 diem while engaged in the actual performance of the duties

11 vested, in the Commission, plus reimbursement for travel,

12 subsistence, and other necessary expenses incurred in the

13 perfonnance of such duties..

14. (4) The Commission shall meet at the call of the Chair-

15 man, or at the call of a majority of the members of the

16 Commission; but meetings of the Commission shall be held

17 not less frequently than once in each calendar month which

18 begins after a majority of the authorized membership of the

19 Commission has first been appointed.

20 (b) (1) It shall be the duty and function of the Corn-

21 mission to conduct a continuing study, investigation, and

22 review of—

23 (A) the Federal old-age, survivors, and disability

24 insurance 'program established by title II of the Social

25 Security Act; and
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1 (B) the health insurance programs estalished by

2 title XVIII of: such Act,

3 (2) Such study, investigation, and review' of such pro-

4 gram shall include (but not be limited. to) —

5 (A) the fiscal status of the trust• funds established

6 for the financing of such programs and the adequacy of

such trust funds to meet the immediate and long-range

8 financing needs of such programs;

.9 (B) the scope of coverage, the adequacy of benefits

10 including the rnasurement of an adequate retirement

11 mcome, and. the conditions of qualifiotion for benefits

12 provided by such. programs indu ding the application of

13 the retirement income test .to unearned as well as earned

14 income;

15 (C) the impact of such programs on, and their rela-

16 . tion to, public assistance programs, nongovernmental

17 retirement and annuity programs, medical service de-

18 livery systems, and national employment practices;

19 (D) any inequities (whether attributable to provi-

20 sions of law relating to the establishment and operation

21 cf such programs, to rules and regulations promulgated

22 in connection with the aministrat.ion of such programs,

23 or to administrative practices and procedures employed

24 in the carrying Qut of such programs). which affect sub-

25 stantial numbers of individuals who are insured or other
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1 wise eligible for benefits under such programs, immeluding

2 inequities and inequalities arising out of marital status,

3 sex, or similar classifications or categories;

4 (E) possible alternatives to the current Federal

5 programs or particular aspects thereof, including but not

6 limited to (i) a. phasing out of the payroll tax with the

7 financing of such programs being accomplished in some

8 other manner (including general revenue funding and

9 the retirement bond), (ii) the establishment of a system

10 providing for mandatory participation in any or all of

11 the Federal programs, (iii) the integration of such

12 current Federal programs with private retirement pro-

13 grams, and (iv) the establishment of a system permit-

14 ting covered individuals a choice of public or private

15 programs or both; and

16 (F) methods for effectively implementing the rec-

17 onimendatiomi.s of the Commission.

18 (3) In order to provide an effective opportunity for

19 the general public to participate fully in the study, investi-

20 gation, and review under this section, the Commission, in

21 conducting such study, investigation, arid review, shall hold

22 public hearings in as many different geographical areas of

23 the country as possible. The residents of each area where

24 such a hearing is to be held shall be given reasonable advance
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1 notice of the hearing and an adequate opportunity to appear

2 and express their views on the matters under consideration.

(c) (1) No later than four months after the date on

4 which a majority of the authorized membership of the Corn-

5 mission is initially appointed, the Commission shall submit

6 to the President and the Congress a special report describ-

' ing the Commission's plans for conducting the study, investi-

8 gation, and review under subsection (b), with particular

9 reference to the scope of such study, investigation, and

10 review and the methods proposed to be used in conducting it.

11 (2) At or before the close of each of the first two

12 years after the date on which a majority of the authorized

13 membership of the Commission is initially appointed, the

14 Commission shall submit to the President and the Congress

15 an annual report on the study, investigation, and review

16 under subsection (b), together with its reconirnendations

17 with respect to the programs involved. The second such re-

18 port shall constitute the final report of the Commission on

19 such study, investigation, and review, and shall include its

20 final recommendations; and upon the submission of such final

21 report the Commission shall cease to exist.

22 (d) (1) The Commission shall appoint au Executive

23 Director of the Commission who shall be compensated at a

24 rate fixed by the Commission, but which shall not exceed
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1 the rate estaiblished for. level V of the Executive Schedule

2 by title 5, United States Code.

3 (2) In addition to the Executive Director, the Corn-

4 mission shall have the power to appoint and fix the corn-

5 pensation of such personnel as it deems advisable, in accord-

6 ance with the provisions Of title 5, United States Code

7 governing appointments to the comptitive service, and

8 the provisions of chapter 51 and subchapter III of chapter

9 53 of such title, relating to classification and General Schedul

10 payrates.

ii (e) In carrying out its duties under this section, the

12 Commission, or any duly authorized committee thereof, is

13 authorized to. hold such hearings, sit and act at such times
14 and places, and take such testimony, with respect to matters
15 with respect to which it has a responsibility under this
16 ectioii, as the Commission or such committee may deem
17 advisable. The Chairman of the Commission or any mem-
18 ber authorized by him may administer oaths or affirmations

19 to witnesses appearing before the Cmmission or before any
20 committee thereof.

21 (f) The Commission may secure directly from any.
22 department or agency of the United States such data and
23 information as may be necessary to enable it to carry out
24 its duties under this section. Upon request of the Ch&rman
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1 of the Commission, any such department or agency shall

2 furnish any such data or information to the Commission.

3 (g) The General Services Administration shall provide

4 to the Commission, on a reimbursable basis, such administra-

5 tive support services as the Commission may request.

6 (h) There are hereby authorized to be appropriated

7 such sums as may be necessary to carry out this section.

8 (i) It shall be the duty of the Health Insurance Benefits

9 Advisory Council (established by section 1867 of the Social

10 Security Act) to provide timely notice to the Commission

ii of any meeting thereof, and the Chairman of the Commis-

12 sion or his delegate) shall be entitled to attend any such

13 meeting.

Passed the House of Representatives October 27, 1977.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.
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AN ACT
To amend the Social Security Act and the In-

ternal Revenue Code of 1954 to strengthen
the financing of the social security system,
to reduce the effect of wage and price fluctua-
tion on the system's benefit structure, to pro-
vide for the conduct of studies with respect
to coverage under the system for Federal
employees and for employees of State and
local governments, to increase the earnings
limitation, to eliminate certain gender-based
distinctions and provide for a study of pro-
posals to eliminate dependency and sex dis-
crimination from the social security pro-
gram, and for other purposes.

OCTOBER 28 (legislative day, OCTOBER 21), 1977
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FOR IMMEDIATE RELEASE October 27, 1977

Office of the White House Press Secretary

WHITE HOUSE STATEMENT ON HOUSE ACTION ON H.R. 9346

We ccanend the action of the House of Representatives today in passing
the social security financing bill. The President requested such
legislation on Mciy 9, 1977, and it now appears possible that a bill
can be enacted this year.

The House bill contains many provisions requested by the administration,
including the correction of the inflation adjustment mechanism,
maintenance of benefit levels in the future, and the use of general
revenues as an insurance policy to protect the trust funds against a

future econnic downturn. We would like to see more moderate increases
in the tax rate for workers. In particular, we are concerned that the
removal of the earnings limitation passed by the House will require
too great a tax increase. We expect that the tax levels will be
moderated in the final measure passed by Congress.

The erican people deserve a social security system which is financially
sound. The response of the House to the President's initiative is an
important first step toward that goal. We are confident that the Senate
will soon take action on the bill to be reported from the Finance Committee.

We look forward to working with the Members of the House and Senate in
the coming weeks in a joint effort to insure the financial integrity
of the social security system into the middle of the next century.





FROM THE

LEGISL4TIIE OFFIcE OF PROGRAM EVALUATION

ADMINISTRATION

Number 14 October 28, 1977

SOCIAL SECURITY FINANCING ACT
OF 1977

Yesterday the House of Representatives passed H.R. 9346, the "Social Security

Financing Act of 1977,". by a vote of 275 to 146. Except as outlined below, the

provisions of H.R. 9346 as passed by the House are the same as in the bill as
reported by the Committee on Ways and Means. That version of the bill was

summarized in JLslative Report No. 13, dated October 7, 1977.

Floor amendments

The House passed three amendments to H.R. 9346 as reported by the Committee.

1. Retirement test

As passed, H.R. 9346 would gradually eliminate the retirement test for

beneficiaries age 65 and over. The annual exempt amount (now $3000) would
be increased to $4000 in 1978, $4500 in 1979, $5000 in 1980, and $5500 in

1981. In 1982 and thereafter, beneficiaries age 65 and over could have
unlimited earnings and receive their full social security benefits. The

foreign work test, which applies to beneficiaries outside the United States,
would not be eliminated.

For beneficiaries under age 65, the ann.ial exempt amount would be increased

in line with the rise in average annual earnings as under present law.

The amendment made no change in the monthly measure of retirement or the
foreign work test provisions of H.R. 9346 as summarized in Legislative

Report No. 13.

2. Coverage

The provision for mandatory coverage of Federal civilian, State and local,
and nonprofit organization employees in H.R. 9346 as reported by the Ways
and Means Committee was deleted. H.R. 9346, as passed, would require,
instead, joint reports by the Office of Management and Budget, the Civil
Service Commission, the Department of Treasury, and the Department of
Health, Education, and Welfare on methods by which Federal, State, and
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local retirement systems could be coordinated with social security. The
reports would be completed and sent to the President and the Congress with-
in 2 years after enactment.

3. National Commission on Social Security

H.R. 9346 would establish a nine—member Commission to conduct a 2—year
study of the social security program, including its fiscal status, scope of
coverage, adequacy of benefits, eligibility requirements, quality of admin-
istration, alternative sources of financing, and relationship to other
public and private income maintenance programs. Five members would be
appointed by the President, two by the Speaker of the House, and two by the
•President Protempore of the Senate. The amendment would not eliminate the
statutory Social Security Advisory Council that is due to be appointed this
year.

Financing

H.R. 9346, as passed, provides additional financing to meet the cost of elimi-
nating the retirement test at age 65 and to make up the revenue that would have
resulted from universal coverage. The contribution rate schedule and the
contribution and benefit base under present law and H.R. 9346 as passed by the
House are shown on the enclosed table. Employees and self—employed persons
with arnings at or below the current contribution and benefit base——about 86
percent of all workers——would have no increase in their social security contri-
butions over present law until 1981.

Beginning in 1980, H.R. 9346 would eliminate annual deficits in the OASDI
program. Over the medium range——the next 25 years——the program would have a
surplus equal to about 0.7 percent of taxable payroll. Over the long range——
the next 75 years——H.R. 9346 would reduce the deficit from 8.2 percent of tax-
able payroll to about 1.6 percent.

Senate Act ion

H.R. 9346 now goes to the Senate, where the Committee on Finance has also been
considering social security financing and decoupling legislation. The Finance
Committee has made tentative decisions but has not ordered legislation reported
to the Senate. The Finance Committee's tentative decisions would put the OASDI
program in close actuarial balance. A press release summarizing the Finance
Committee's tentative decisions is also enclosed.

Samuel E. Crouch
Director

Office of Program Evaluation and Planning

Enclosures



CONTRIBUTION RATE SCHEDULE
(In percent)

Calendar
Year

Present Law

OASDI HI Total

H.R. 9346

OASDI HI Total

Employees and employers, each

1985
1986—89
1990— 2010

2011 and later

Self-employed persons

7.00 0.90

7.10 1.00

7.90 1.30

8.05 1.30
8.45 1.30

8.45 1.45

9.30 1.45

9.30 1.45

7.90

8.10
9.20

9.35
9.75

9.95
10.75

10.75

Calendar
Year

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

CONTRIBUTION AND BENEFIT BASE FOR EMPLOYEES AND EMPLOYERS

1/ Specified in H.R. 9346
2/ Estimated

17,700
18, 900/
20,400/
21,900.Y
23,400/
24,900/
26,400/
27,900Y
29,400./
3l,200/

H.R. 9346

$16,500
19, 90OJ
22,9001/

25,90O"
29,70021

33,900.a/
36,000/
38, l00/
40,200/
42 ,600/

4.95
4.95
4.95

4.95
4.95
4.95

0.90
1.10
1.35

1.35

1.35
1.50

5.85
6.05
6.30

6.30
6.30
6.45

4.95

5.05
5.25

1977
1978—80
1981
1982—84
1985
1986—89
1990—2010
2011 and later

1977

1978—80
1981
1982—84

0.90
1.00
1.30

4.95 1.50 6.45

5.95 1.50 7.45

5.85

6.05
6.55

6.65
6.95
7.10
7.65
7.65

5.35 1.30

5.65 1.30

5.65 1.45

6.20 1.45

6.20 1.45

7.00 0.90 7.90

7.00
7.00
7.00
7.00
7.00
7.00
7.00

1.10

1.35
1.35
1.35
1.50
1.50
1.50

8.10
8.35

8.35
8.35

8.50
8.50
8.50

Present Law

$16,500





PRESS RELEASE
FOR IMMEDIATE RELEASE COMMITTEE ON FINMCE

October 25, 1977 UNITED STATES SENATE
2227 Dirksen Senate Office Bldg.

SUMMARY OF SENATE FINP1'CE COMMITTEE ACTION ON SOCIAL SECURITY

The Honorable Russell B. Long CD., La.), Chairman of the Committee
on Finance, announced today that the agreements which the Committee has
reached for changes in the Social Security program will restore the finan-

cial soundness of that prograni both over the next few years and over the
traditional long—range financing period of 75 years. The Social Security

provisions which have been agreed to by the Committee are summarized below.

Financing Provisions

Revised benefit formula for future retirees. —— A substantial part

of the loniange social security deficit under present law results from

unintended effects of the automatic cost—of—living increase mechanisms

adopted in 1972. The Committee has agreed to make the existing law cost—

of—living increase provisions apply only to individuals who are already on

the benefit rolls at the time each increase occurs. To assure that the

value of benefits for new retirees is maintained, the Committee has agreed

to a new formula for computing initial benefits. This new formula will

avoid the over—indexing which was characteristic of the present-law formula.

Under the new formula, person retiring in the future will have their bene-

fits determined on the basis of their previous wages after those wages have

been adjusted to reflect changes in wage levels occurring in the economy.

This approach is generally referred to as wage indexing. The formula adopted

is designed to maintain benefit levels as a percent of preretirement income
at approximately the same ratio as applied in the case of persons who retired

in 1976.

Increase in amount of earnings subject to employer tax. -- Under
existing law, the employer share of the social security payroll tax is col-

lected on the first $16,500 earned by each employee. This amount increases
automatically in future years as wages rise and is expected to increase to

$17,700 in 1978. The Committee'proVision would raise the base for employer

taxes to $50,000 starting in 1979. The employer base will remain at a flat

$50,000 through 1984 and then increase in 1985 to $75,000. The base will

remain at a flat $75,000 until such time as the employee tax base reaches

a level of $75,000. Thereafter the two bases would be equal and would rise
together in relation to the increases in average wages. It is projected that

the $75,000 base would remain in effect until sometime after the turn of the

century. (Increasing the amount of wages subject to social security taxes
would also result in a similar increase under the railroad retirement pro-

gram. Since the railroad program has a higher tax rate for employers than
for employees (related to certain segments of the benefit structure which

are based on labor—industry negotiations), the Committee agreed to limit the
applicability of this provision in the case of the railroad system. Under

the Committee amendment the increased employer tax base would apply only to

that part of the employer tax rate which is equivalent to the social security

tax rate.)

Increase in amount of earnings subject to employee (or self—employer)
tax. —— In addition to increasing the amount of wages subject. to the employer
tax, the Coriun.ittee also approved an increase in the amount of annual earnings
subject to the employee or self-employmen.t tax. Under the amendment, there
will be four $600 increases over present law levels in 1979, 1981, 1983, and

1985. As under existing law, the tax base for employees and self-employed

persons will also be automatically increased as wage levels rise. The table
below shows the projected tax bases under this amendment.

AMOUNT OF EARNINGS SUBJECT TO SOCIPL SECURITY TAX

Present Law Committee Amendment
(Employers, Employees, Employees/

Years Self-employed) Self—employed Employers

1978 $17,700 $17,700 $17,700
1979 18,900 19,500 50,000
1980 20,400 21,000 50,000
1981 21,900 23,100 50,000
1982 23,400 24,600 50,000
1983 24,900 26,700 50,000

1984 26,400 28,200 50,000
1985 27,900 30,300 75,000
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Tax rate increase. —— The Committee also approved a modification

of the social security tax rate schedules to bring in additional revenue.
In order to bring in the revenue in a manner related to the proj&cted outgo
of the system, the modified tax rate schedule provides fo a series of in-
creases occurring in different years starting with 1979. The tax rate in-
creases approved by the Committee would result in a revised tax rate schedule
as shown in the table below. The changes in the Hospital Insurance (HI)
rates shown in the table will, in combination with the tax base changes
also approved by the Committee, leave the Medicare trust funds in roughly
the same position as under existing law. (There would be a small net out-
flow from the Hospital Insurance fund to the cash benefits fund, but this
would not change the year in which the Hospital Insurance fund is projected
to become exhausted under present law.)

SOCIAL SECURITY TAX RATES ON EMPLOYER
AND EMPLOYEE (EACH)

Present Law Committee amendment

OASDI 1' HI Total OASDI HI Total

1977 4.95% 0.90% 5.85% 4.95% 0.90% 5.85%

1978 4.95% 1.10% 6.05% 5.05% 1.00% 6.05%

1979—80 4.95% 1.10% 6.05% 5.085% 1.05% 6.135%

1981—84 4.95% 1.35% 6.30% 5.35% 1.25% 6.60%

1985 4.95% 1.35% 6.30% 5.65% 1.35% 7.00%

1986—89 4.95% l.5O 6.45% •5.65% 1.40% 7.05%

1990—94 4.95% 1.50% 6.45% 6.10% 1.40% 7.50%

1995—2000 4.95% 1.50% 6.45% 6.70% 1.40% 8.10%

2001—2010 4.95% 1.50% 6.45% 7.30% 1.40% 8.70%

2011 and 5.95% 1.50' 7.45% 7.80% 1.40% 9.20%
after

1/ Old—age, survivors, and disability insurance

2/ Hospital insurance
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Increase in social security tax rate for self-employment. --

When earnings f:rom self—employment were made subject to the social

security tax in 1950, the rate was set at one and one-half times the

employee rate. At that time the employee rate was 1.5 percent and the

self-employment rate was 2.25 percent. Over the years as tax rates were

increased, the one and one—half to one ratio was maintained until 1973

when the cash benefit tax rate for the self-employed was frozen at 7 percent.

(When the hospital insurance program was established the self—employment

rate for that program was made equal to the employee rate and has remained

equal as the rate has increased.) The Committee approved an amendment

which would restore the self—employment tax rate for cash benefits to the

original ratio of one and one-half times the employee rate effective in 1981.

Refundable tax credit for State and local governments and

profit organizations. -— The Committee decision described above concerning
Ehe employer tax base will result in a higher amount of annual earnings

being subject to the employer share of social security taxes than to the

employee share starting in 1979. The Committee agreed to partially of f-

set the impact of this increase On nonprofit organizations and State and

local governmentsby allowing them a refundable tax credit equal to 50

percent of their increased tax liability resulting from that change. In

other words, the tax credit would equal 50 percent of the difference be-

tween the employer's social security tax liability and the employee's
social security tax liability for such organizations or governments.

Other Social Security Provisions

Modification of retirement test and financing of the provision. -—

Social secTy beneficiaries who are under age 72 have their benefits

reduced if their earnings exceed a certain amount which is adjusted annually

to reflect changes in average wage levels. The amount which may be earned

with no reduction in benefits is $3,000 in 1977 and is expected to increase

to $3,240 in 1978 and to $3,480 in 1979. The Committee approved an amend-

ment to increase these levels to $4,500 in 1978 and to $6,000 in 1979.

After 1979, the $6,000 level would increase automatically as wage levels

rise. (The 1978 increase would be applicable to the entire year but any
additional benefits resulting from the change would not become payable

until after September 30, 1978.) The Committee also agreed to increase the
social security tax rate applicable to employers and employees, effective
January 1, 1979, by the amount needed to fund the cost of the higher re-

tirement test levels. These tax rate increases are incorporated in the

tax schedule printed above.

Benefits for dependent spouses. -— The Committee approved an
amendment iTEh would reduce benefits payable under social security to
dependent spouses (including surviving spouses) by the amount of any civil
service (Federal, State or local) retirement benefit payable to the spouse.
The provision would apply only to individuals applying for spouses' social
security benefits in the future and only if the dependent spouse had a
civil service pension based on his or her own earnings in public employ-
ment which was not covered under the social security system.

Increased benefits for certain widows. -- Social security
benefits for individuals who continue working p1st age 65 are increased
under present law by 1 percent for each year prior to age 72 that the
worker did not receive his benefits because of the social security retire-

ment test. This delayed retirement increment which is added to the
individual woiker's benefit when he does retire or reach age 72 presently
applies only to the worker's own benefit and is not passed through to
his survivors. The Committee approved an amendment under which any such
increment would also be added to the benefit payable to the widow or
widower of such an individual.

Elimination of certain dual taxation requirements. -- Under
existing law, 5iisinesses are ordinarily required to pay soo.al security
taxes and Federal unemployment taxes with respect to a given employee only
up to the amount of annual wages referred to as the tax base. (Under a
provision described above, the tax base for the employer share of the-
social security tax would be increased to $50,000 effective in 1979. The
base for Federal unemployment taxes is $6,000 after 1977.) Where a
business is organized as a group of related corporations, however, an
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employee of any one of those corporations who performs services for more
than one of them is treated for employment tax purposes as though he
were employed by each of the corporations for which he performs services.
Consequently, if his wages exceed the tax base, social security and
unemployment taxes may be required to be paid in excess of the wage base.
The employer share of these taxes over the wage base is not refunded. The
Committee agreed to an amendment under which social security and unemploy-
ment taxes in excess of the tax base would not be paid in this type of
situation.

Delivery of social security checks. —- The Committee approved
an amendment which would assure timely delivery of social security checks
when the normal delivery day falls on a weekend or legal holiday. Under
present procedures, checks are generally delivered on the third of each
month. In some cases when the third falls on a weekend or public holiday,
the beneficiary may not receive (or may be unable to cash) the check until
after the third. Under the Committee amendment, whenever the third of
the month falls on a weekend or legal holiday, social security checks
would be delivered on the Friday before the weekend (or on the day pre-
ceding the holiday).

Limitation on retroactive social security benefits. -- Personsapplying for social security benefits are now allowed to elect to starttheir entitlement for up to 12 months prior to the month in which they
file an application. If these months are months prior to age 65, however,
the retroactive benefits are obtained at the cost of a lower permanent
benefit amount since benefits paid before age 65 are actuarially reduced.
The Committee agreed to an amendment under which retroactive benefits
would not be permitted in cases involving entitlement before age 65.

Benefit increases as applied to reduced benefits. —— Under the
automatic cost-of-living benefit increase provisions, some persons on the
rolls, through a technicality, receive an increase which is larger than
the increase in the cost of living. This occurs because the percentage
increase is applied not to the actual benefit amount but to the basic
benefit rate (called "primary insurance amount") which represents what
would be paid to a retired worker if he began drawing benefits at age 65.
If an individual begins getting benefits prior to age 65 and therefore
accepts an actuarially reduced benefit rate, subsequent benefit increases
will be larger than is necessary to keep that benefit up-to-date.

The Committee agreed to modify the cost-of-living increase
mechanism so that all persons on the rolls at the time of an increase would
receive the same percentage increase applied to their actual benefit
amounts.

International social security agreements. -- The Committee agreed
to a provision which authorizes the President to enter into agreements
with other countries to coordinate the social security protection pro-
vided for people who work under the social security programs of both the
U.S. and the other country. A similar provision was agreed to by the
Co:rnnittee and the Senate in 1973 but did not become law. The Committee
decision differs from the earlier provision in that it would allow either
House of congress to disapprove the agreement by simple resolution. Such
action would have to be taken within 90 days after the agreement is sub-
mitted to the Congress.

Temporary administrative law judges. -- The Committee agreed to
a provision under which certain temporary administrative law judges ap-
pointed to hear SSI claims some years ago will be appointed as regular
adriinistrative law judges in recognition of the experience they have had
in the temporary positions. This provision carries out the intent of
legislation previously enacted. (P.L. 94—202).

Deemed coverage of certain nonprofit organizations. -- Legislation
enacted inthe last Congress (P.L. 94-563) deemed certain nonprofit organi-
zations to have waived their immunity from social security taxation. These
were organizations which had been paying social security taxes even though
they had failed to properly waive their immunity. The Committee agreed
to an amendment correcting certain problems created by last year's legis-
lation. The Committee provision would allow organizations affected by
P.L. 94-563 additional time to make certain elections and would also elimi-
nath certain retroactive liability for social security taxes which was
inadvertently created.
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Social security advisory council. —— The Committee agreed to extend

the reporting date for the next advisory council on social security. Under

existing law, the report is due to be filed by January 1, 1979. The Committee

agreed to allow an additional 9 months (until October 1, 1979) for the com-

pletion of this report.

Study of spouses benefits. —— The Committee agreed to require the

Secretary of Health, Education and Welfare, in consultation with the Task

Force on Sex Discrimination in the Department of Justice, to study and report

on proposals to eliminate dependency as a factor in the determination of en-

titlement to spouse benefits under the social security program, and proposals

to bring about equal treatment of men and women under the program, taking

into account the practical effects (particularly the effect upon women's en-

titlement to such benefits) of such things as changes in the nature and extent

of women's participation in the labor force, the increasing divorce rate, and

the economic value of women's work in the home.

Study of consumer price index. —— The Committee also agreed to re-

quire the Secretary of Labor, in consultation with the Secretary of Health,
Education and Welfare, to study the need to develop a special consumer price

index for the elderly.
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SUMMARY OF THE PRINCIPAL PROVISIONS OF ER. 9346,

THE SOCIAL SECURITY FINANCING AMENDMENTS OF
1977, AS PASSED BY THE HOUSE

SHORT-TERM PINANCINO

The bill includes a schedule of social security tax rate increases over
present law in 1981, 1982, 1985, and 1990 to provide additional
financing. Tax rates for the self-employed would be adjusted to restore
the original level of one and one-half times the employee rate for the
Old Age and Survivors and Disability portion of the tax. There would
be a substantial reallocation of income to the Disability Trust Fund
which would have been exhausted at the end of next. year. The pro-
posed tax rate schedule is as follows.:

Contrilution rate8 under pre8ent lxw and under the Hou-pa88ed bill

Calendar year

rresent law House bili

OASDI HI Total OASDI HI Total

Employees and employ-
ers, each:

1q77
1978—80

4. 95
4. 95

0. 90
1. 10

5. 85
6. 05
6. 30

4. 95
5. 05
5. 25

0. 90
1. 00
1. 30

5. 85
6. 05
6. 551981 4. 95 1.

30 5. 35 1. 30 6. 651982—84 4. 95 1. 35
30 5. 65 1. 30 6. 951985 4. 95 1.
45 5. 65 1. 45 7. 101986—89

1990—2010
4. 95
4. 95

1. 50
1. 50 6. 45

7. 45
6. 20
6. 20

1. 45
1. 45

7. 65
7. 652011 and later 5. 95 1.

Self-employed persons:
1977
1978—80

7. 00
7. 00

. 90
1. 10

7. 90
8. 10
8. 35

7. 00
7. 10
7. 90

. 90
1. 00
1. 30

7. 90
a 10
9. 201981 7. 00 1.

35 8. 05 1. 30 9. 351982—84
1985
1986—89
1990—2010
2011 and later

7. 00
7. 00
7. 00
7. 00
7. 00

1. 35
1. 35
1. 50
1. 50
1. 50

& 35
8. 50
8. 50
8. 50

& 45
8. 45
9. 30
9. 30

1. 30
1. 45
1. 45
1.45

9. 75
9. 90

10. 75
10. 75

There would be ad hoc increases ir the taxable wage base in 1978
1979, 1980, and 1981 to achieve a base level under which about 91 per-
cent of total payroll in covered employment would be taxable (as
compared with about 85 percent under present law). After 1981 the
base would be increased annually in line with wage levels as is the
case under present law. Following .is the proposed taxable wage base
schedule for employers, employees and se'f-employed persons:

(1)
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Pro3ected taxable earnng ba.9e under preaent law and under the
Hoe-pa88ed bill

Calendar year Present law H.R. 9348

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

$16, 500
17, 700

'18, 900
'20, 400
'21,900
'23, 400
'24, 900
'26,400
'27,900
'29, 400
' 31, 200

$16, 500
19, 900
22, 900

25, 900

29, 700

'31, 800
'33, 900
'36,000
'38, 100
'40, 200
'42, 600

'Estimated.

The bill provides standby authority for automatic loans to the
OASI and DI trust funds from Federal general revenues whenever
the assets of a fund at the end of a year drop below a 25 percent
level in relation to the annual outgo for that year. The financing pro-
visions are designed to assure, based on the estimates available, that
the funds would not drop below the 25-percent level and that general
revenue advances would not be required. However, as a further
guarantee, the bill includes a special provision under which temporary
one-year payroll tax rate increases of one-tenth of 1 percent each for
employers and employees and 0.15 percent for self-employed persons
would be triggered, under certain circumstances.

DECOUPLING

To correct unintended effects in the benefit computation procedures
which produce benefits for future beneficiaries that could vary hap-
hazardly with wage and price fluctuations, the measure would "de-
couple" the system. The new decoupled system would index a worker's
earnings to reflect annual increases in average earnings levels u to
the second year before eligibility (age 62, death, or dlsabiity). This
has the effect of assuring that similarly situated beneficiaries genera-
tion to generation will receive relatively the same level of benefits. The
benefit level adopted for the long-term is 5 percent below estimated
1979 benefit levels. Included in the bill is a 10-year guarantee of 1979
levels to provide a gradual transition to the new system for workers
who retire 1979 through 1988. The transition provision will not be
applicable to disability and survivor cases. As under present law, bene-
fits would continue to be increased according to the increases in the
cost-of-living after a person reaches age 62 or becomes disabled or, in
the case of survivor's benefits, after the time of the worker's death.
The "decoupling" provisions would eliminate over one-half of the
long-range deficit in the social security system.

COvERAGE

The bill provides for a comprehensive study of methods of covering
all Federal Government employees and all employees of State and
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local government units under social security on a mandatory basis.
The study would include methods of coordinatmg OASDHI coverage
with retirement systems which now apply to the public employees
involved. In the case of the Federal employees, the study would
include at least one method of coverage under a coordinated plan
which would provide benefits to these employees comparable to what
they now expect under the Federal retirement system and which
would ]equire contributions of the employees no greater than what
they now pay to their Federal retirement system. The studies would
be made by the Chairman of the Civil Service Commission, the
Secretaries of the Treasury and Health, Education, and Welfare, and
the Director of the Office of Management and Budget. They are
directed to complete the studies and submit reports to the President
and to Congress within 2 years after enactment of the bill.

TOTALIZATION

Included in the bill is a provision, the International Social Security
Agreements Act, which wou}d authorize the President to enter into
bilateral agreements with interested countries providing for limited
coordination of the U.S. social security system and systems of other
countries. The agreements, known as totalization agreements, would
eliminate dual social security coverage for the same work in each
country covered by an agreement, and would enable individuals who
work for periods in each of the countries covered by an agreement to
qualify for a dual benefit in situations where they now are not eligible
for benefits in one or both of the systems involved. The United
States already has negotiated agreements with Italy and West Ger-
many which could be put into effect under this provision. Each agree-
ment would have to be submitted to. Congress for 90 days that
either House is in session before it could take effect.

RETIREMENT TEST

The bill would raise to $4,000 in 1978, to $4,500 in 1979, to $5,000
in 1980 and to $5,500 in 1981 the annual amount of earnings a bene-
ficiary, age 65 to 72, may have without having any benefits withheld.
Beginning in 1982, the retirement test would be eliminated completely
for such beneficiaries. The retirement test figure of present law,
which is to rise to $3,240 in 1978 from $3,000 this year and to continue
to rise thereafter under the automatic adjustment procedure, would
continu3 to apply to beneficiaries under age 65.

The bill would eliminate the monthly measure of retirement—the
provision in present law under which full social security benefits are
paid for any month in which a person earns one-twelfth of the annual
retirement test amount or less, regardless of total earnings for the year.

The bill also would liberalize the retirement test for persons covered
by the social security system who are working outside the United
States.

DIFFERENCES IN PRESENT LAW AFFECTING MEN AND WOMEN

The bill includes a series of provisions to make relatively minor
changes in the social security law to eliminate differences for men and
women. Some of these would write into the Act provisions which carry
out Supreme Court decisions already being followed by regulations.
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The measure also would direct the Secretary of Health, Education,
and Welfare to conduct a study of changes in the social security pro-
gram needed to guarantee that women, as well as men, are treated
equitably. The study is to be completed in six months of enactment
of legislation.

Included in this study would be various proposals to mitigate the
cost impact of the recent aoldfarb decision on the system. This deci-
sion eliminated the previous requirement in the Act that men must
prove dependency on their wives in order to receive spouses' or
widowers benefits on their wives earnings records.

The measure includes two provisions to improve benefits for spouses.
One would shorten the duration of marriage requirement for aged
divorced spouse's benefits from 20 years to 5. The other would pro..
vide that remarriage would not cause any reduction in the benefits
paid to aged widows or widowers and that marriage would not ter-
minate benefits for certain other beneficiaries.

OTHER BENEFIT PROVISIONS

Minirnum.—The legislation would freeze the present minimum
benefit for future beneficiaries at its 1979 dollar amount (about $120.60
for an individual). The benefit would beadjusted for annual cost-of-
living increases only after the individual starts receiving it.

Special minim'um.—This benefit provided for long-term, low-paid
workers would be increased. Under present law this benefit is equal to
$9 times the number of years of coverage a worker has in excess of
10 and up to 30; this benefit is not subject to annual cost-of-living
increases. The bifi would increase the $9 figure to $11.50, and provides
that the special minimum would be kept up-to-date with future in-
creases in the cost-of-living for both present and future beneficiaries.

The bill increases the delayed retirement credit provision in the law
so that persons who delay receiving retirement benefits between ages
65 and 72 would have their payments increased by 3 percent for each
year they do not take benefits as compared with 1 percent under the
law now.

Limitation on retroactive benefit&—Under present law, a person who
files an application after he is first eligible can get benefits for a retro-
active period up to 12 months before the month in which the application
is filed, if all conditions of entitlement are met for those months. Under
the bifi except in those cases where the benefits were disability-related
or where unreduced dependents benefits were involved, monthly cash
benefits would not be paid retroactively for months before the month
in which the application was filed when such retroactivity would resuli
in permanently reduced benefits under the actuarial reduction.

OTHER PROVISIONS

Nationd Commission on Social Security
The bill provides for establishment of a bipartisan National Com-

mission on Social Security, independent of the executive branch,
composed of nine members—five appointed by the President and two
each by the Speaker of the House and the President of the Senatë.—to
make abroad study of the social security program including medicare.
The study would include the fiscal status of the trust funds, coverage,
adequacy of benefits, possible inequities, alternatives to the currert
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programs and to the method of financing the system, and the integra-
tion of the social security system with private retirement programs.
The Commission would submit its fuli report to the President and to
Congress within 2 years after the date on which a majority of the
membership is appointed.
Anniwl wage reporting

Public Law 94—202, enacted January 2, 1976, provided that employ-
ers would report their employees' wages for social security and incooe
tax puxposes annually on Forms W—2 beginning with wages paid in
1978. Employers are also required to report quarterly wage data on
the Forms W—2 to enable the Social Security Administration to deter-
mine whether a worker has enough quarters of coverage to be eligible
for social security benefits. The bill would change th quarters-of-cov-
erage measure and certain automatic provisions of the social security
law so that annual data would be used, instead of quarterly data.
Under the bill, employers would no longer have to report quarterly
data on the Forms W—2, and they and the Government would realize
the maximum advantages that annual reporting was designed to
achieve.

The most significant program change would be a provision setting
out how annua1 wages would be credited in terms of quarters of cov-
erage. Under present law, a worker generally receives credit for a
quarter of coverage for a calendar quarter in which he received at least
$50 in wages. Under the bill, a worker would receive one quarter of
coverage (up to a total of four) for each $250 of earnings in a year,
and the $250 measure would be automatically increased every year to
take account of increases in average wages.
Inve8tment income under limited partnership

Under the Social Security Act a partner's distributive share of
income from the trade or business of a partnership is considered net
earnings from self-employment for social security purposes, irre-
spectiv of the nature of his membership in the partnership—for ex-
ample, as a limited or inactive partner.

In the past several years, a growing number of businesses have ad-
vertised limited partnerships as a means of acquiring social security
coverage solely through the income on investments m such partner-
ships.

Since the crediting of this investment income is actually contrary
to a major objective of the social security program which is to pro-
vide insurance against the risk of loss of earnings from work in the
event of old-age, disability, or death of the worker, the bill excludes
from social security coverage the distributive share. of income or loss
from the trade or business of partnership which is received by a limited
partner.
Early payment of benefit checks in certain situations

Under present law, social security benefit payments for a particular
month are payable after the end of that month, and payment is nor-
mally made on the third day of the month; SSI benefit phecks for a
particular month are delivered on the first day of that month. Under
the bill, when the delivery date falls on a Saturday, Sunday, or legal

• public holiday, social security and SSI checks would be received on
• an earlier date.
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coverage oj tips
Under socia' security, tip income (if over $20 a month) is taxed on

the employee alone. Under the bil], the employer will be taxed on tip
income up to the amount that combined with the employee's salary
equals the minimum wage under the Fair Labor Standards Act.
Cost8-of-living increa8e8 for early retirees

The bifi would change the basis for calculating cost-of-living in-
creases for early retirees under socia' security to place them on the
same footing as persons who retire at age 65 or later. Under present
law, an early retiree who begins receiving benefits between ages 62 and
65 has his monthly payment permanently reduced on an actuarial basis
to take aceount of the longer period that he would receive benefits on
the average. However, when a cost-of-living increase is effective after
he attains age 65, the early retiree receives this as if he were drawing
a full benefit and not an actuarially-reduced benefit. The bifi wou]d
apply to cost-of-living increases for early retirees the same actuarial
reduction that is applied to their original monthly benefit.
Clergymen

The bill would permit clergymen who previously did not elect social
security coverage a second opportunity to come under the system as
self-employed persons.
Miesissippi policemen and firemen

The bill would authorize social security coverage for Mississippi
policemen and firemen who previously were excluded from the system.
Wi8con8in p'ublic employees

The bill would authorize a consolidated public employee group in
Wisconsin to continue under social security on the same terms which
applied to three groups before they were merged into the consolidated
organization.
New Jersey public employees

The bill would add New Jersey to the list of States which are
permitted to hold referendums among public employees for divided
coverage under social security. Those voting for coverage would be
brought under socia[ security; those voting against would remain out
of the system.
Illinoi8 police and fire chiefs

The bill would allow approximately 400 Illinois police and fire
chiefs to get credits for past payments into the socia[ security system
even though the applicable law did not pemit such payments when
they were made.
Railroad retirement system and Pension Benefit Guaranty Corporation

The bill contains a provision to guarantee that the new social
security financing provisions that increase the taxable earnings base
would not increase the employer tax liability to finance tier-Il benefits
under the railroad retirement system. Tier-Il ben9fits are those paid
to supplement the tier-I payments which correspond to basic social
security benefits. Similarly the bill provides that the ad hoc increases
in the earnings base would not increase the maximum amount of
pension insured by the Pension Benefit Guaranty Corporation estab-
lished under the Employee Retirement Income Security Act of 1974.



1979

$666
682

—70
1, 135

137

266
491

—225
—536

—280
12

1

5
12

6, 673

478

7, 151

6, 485

1980

$491
545

—351
1, 355

164

359
585

—226
—550

—500
14
4
6

44
--54

8, 566

1, 007

9, 573

9, 082

1981

—$12
64

—803
1, 454

177

404
640

—236
—559

—751
14

9
7

112

15, 284

1, 885

17, 169

17, 181

OASDI PROGRAM AS MODIFIED B H.R. 9346 AS PASSED B THE 1tOUS OF REPRESENTAT1VES

TABLE 1.—Estimated effects of the House bill on the net increase in the OASI and DI trust funds, combined, in eadb

calendar yeor 1978—83, by provision
(In millions)

Effective date 1978

Net amount of additional outgo —$371
Total additional amount of benefit payments —371

Decoupling January 1979
Elimination of marriage or remarriage as a bar to entitlement to do

benefits.
Reduction in duration of marriage required for divorced spouses do

benefits from 20 to 5 yr.
Changes in retirement test—total January 1978_ 54

(xradual elimination of the exempt amount for beneficiaries do 267
aged 65 and over.

Eliminationofthemonthlymea&lre do —213
Elimination of retroactive payments of actuarially reduced do —339

benefits.
Limitation on increases in actuarially reduced benefits do —90
Increase in special minimum benefits January 1979
Changes in annual wage reporting provisions January 1978_ (2)

Elimination of gender-based distinctions from the law do 4

IncreasesincontributionandbenefitbaSe do (2)

ReductioninotheroUIgO' — -

Additional tax contribution income resulting from financing January 1978_ 3, 999
changes.

Additionalinterestincome 114

Total additional income 4, 113

Net effect on increase in trust funds 4, 484

1982 1983

$2, 175 $1, 608
2, 313 1, 818

—1,473 —2,392
1, 551 1, 654

190 204

3, 299 3, 657
3, 389 3, 672

—90 —15
—565 —569

—948 —1,157
15 16
18 26
8 8

218 371
138 210

19,900 21,474

3, 075 4, 652

22, 975 26,126

20, 800 24, 518

I TrnsfeN to the railroad retirement account under the financial interchange provisions 2 Less than $500,000.
are lower under the Øouse bill than under present law because of the financing changes Source: Social Security Adm$nistratiofl, OlUce of the Actuary, Oct. 29, 1977.
in the bill.



Source: Social 8ecuriy Admthistztion, Office of the Actuary, Oct. 29, 1977.

TABLE 2.—Effect of H.R. 9346 as pas8ed bij the Hove on OABDI and HI tax contribution income, calen&Lr years 1977-87

Total tax

Calendar year Present law

contribution income OASDI ni

Addibonal
amount due

to House bill

Tot&
amoUnt

under
modified
program Present

Additional
amount due

law to House bill

Tot&
amount

under
modified
program Present

Additional
amount due

law to HoUse bill

Total
amount

under
modifted
program

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

$93.0
106.9
118.7
130. 8
147.5
158.9
170.1
181.9
194.0
211. 3
225.8

$2. 8
5.7
7. 7

16.1
20.9
22.6
24.1
34.8
38. 4
40.9

$93.0
109. 7
124.4
138.5
163.6
179.8
192.7
205.9
228.8
249. 7
266.7

$78. 8
87. 9
97.3

107. 3
116.5
125.1
134.0
143.3
152.8
162. 9
173.8

$4.0
6.7
8. 6

15.3
19.9
21.5
22.9
33.6
36. 8
39.1

$78. 8
91. 9

104.0
115.9
131.8
145.1
155.5
166.2
186.4
199. 7
212.9

$14. I
19 0
21.4
23. 5
31.0
33.7
36.1
38.6
41.1
48. 4
52.0

—$1.2
—1.0

—.9
.8

1.0
1.1
1.2
1.2
1. 6
1.8

$14.1
17. 9
20.3
22.6
31..8
34.7
37.2
39.7
42.4
50.0
53.8
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TABLE 3.—Balance in combined OASI and DI tritst funds at end of year
as a percentage of outgo during year

Present lawl House bill

Calendar year:
1977 41 41
1978 29 34

1979
1980
1981
1982
1983
1984_
1985
1986
1987

19
10
(2)
(3)

(3)

('>

(8

(3

29
27
29
31
32
32
36
40
43

'ecause the DI trust fund Is exhausted in 1979 under present law, and the OASI trust fund In 1983, the
figures for 1979 and later are theoretical.

2 Less than 0.5 percent.
CombIned trust funds exhausted In 1982.

Noxx.—The above estimates are based on the intermediate set of assumptions shown In the 1977 trustees
report.

Source: Social Security Administration, Office of the Actuary, Oct. 29, 197k.

TABLE 4.—Retirement test annual exempt amount under present law
and under House bill, calendar years 1977—87

Presetit law'

House bill—for
beneficiaries aged

65 and over

Calendar year:
1977.
1978..
1979
1980..
1981..
1982..
1983..
1984
1985..
1986..
1987..

$3, 000
3, 240
3, 480
3, 720
3,960
4, 200
4,440
4, 680
4,920
5, 160
5,400

$3, 000
4, 000
4, 500
5, 000
5,500

Ilunder present law, the exempt amount increases ujider the automatic increase provisions. Under the
House bill, the exempt amount for beneficiaries aged 65 andover Is increased on an ad hoc basIs in each year
1978-81. Baglnning with 1982, beneficiaries aged 65 and over would not be ubject to the retirement test
under the House bill.

qUnder the House bill, the exempt amounts shown under present law wo1ld contInue to apply to bene-
ficIaries under age 65.

Noxx.—The amounts shown above that ar8 subject to the automatic Inoreaae provisions are based on the
intermediate set of assumptions shown In the 1977 trustees report.

Source: Sodal Security Administration, Office of the Actuary, Oct. 29, 1977
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TABLE 5.—Soerw2 8ecw'iy (Oi4SDHI) tax rate8, wage base tevel8, and contmbutwris un&r present law nd under HR. 9346
aS pa88ed by the Hou8e

OA8DHI tax
rate (in percent) Taxable wage base

Social security (OA8DH]) contributions for employee and employer, each, at various wage levels: Maximuni
earner; $15,000 per year earner; and $10,000 per year earner

.

Maximum wage earner $15,000 per year earner $10,000 per year earner
Increase in Increin Present H.R. Increase inPresent law H.R. 9346 H.R. 9346 Present law H.R. 9346 H.R. 9346 law 9346 H.R. 9346

(5) (6) (7) (8) (9) (10) (11) (12) (13)

Calendar year
Present B.R.

lav 9348

(1) (2)

Present:law H.R. 9346

(3) (4)

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

5. 85 5. 85
6. 05 -6. 05
6. 0 6. 05
6. 05 6. 05
6. 30 6. 55
6. 30 & 65
6. 30 6. 65
6. 3O 6. 65
6. 30 6. 95
6. 45 7. 10
6. 45 7. 10

$16, 500 $16, 500
17, 700 19, 900

'18, 900 22, 900
1 20, 400 25, 900
1 21, 900 29, 700
123,400 '31, 800
'24, 900 1 33, 900
1 26, 400 1 36, 000
1 27, 900 '38, 100
1 29, 400 1 40, 200
1 31, 200 1 42, 600

$965. 30 $965.30 $877. 50 $877. 50 $585 $5851, 070. 90 1, 204. 00 $133. 10 907. 50 907. 50 605 6051, 143. 50 1, 385. 50 242. 00 907. 50 907. 50 - 605 6051, 234. 20 1, 567. 00 332. 80 907. 50 907. 50 605 605
1, 379. 70 1, 945. 35 565. 65 945. 00 982. 50 $37. 50 630 655 $251,474.20 2, 114. 70 640. 50 945. 00 997. 50 52. SO 630 665 351, 568. 70 2, 254. 35 685. 65 945. 00 997. 50 52. 50 630 665 351, 663. 20 2, 394. 00 730. 80 945. 00 997. 0 52., 50 630 665 351, 757. 70 2, 647. 95 890. 25 945. 00 1, 042. 50 97. 50 630 695 65
1, 896. 30 2, 854. 20 957. 90 967. 50 1, 065. 00 97. 50 645 710 652, 012. 40 3, 024. 60 1, 012. 20 967. 50 1, 065. 00 97. 50 645 710 65

I Estimated amount under automatI provision in law.

0
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