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ACTUARIAL COST ESTIMATES FOR THE OLD-AGE, SURVIVORS,
DISABILITY, AND HEALTH INSURANCE SYSTEM AS MODIFIED
BY H.R. 12080 AS PASSED BY THE HOUSE OF REPRESENTA-
TIVES, AS REPORTED TO THE SENATE AND AS PASSED BY THE
SENATE

Y. ActvarianL Cost EsTiMaTes ¥or THE OLD-AGE, SURVIVORS,
AND DisaBiniTy INSURANCE SysTEM

A. INTRODUCTION

This actuarial report presents both short- and long-range cost
estimates for the old-age, survivors, and disability insurance system
as it would be under the three versions of H.R. 12080—namely, as
passed by the House of Representatives on August 17, as reported by
the Senate Committee on Finance on November 14, and as passed by
the Senate on November 22.

From an actuarial cost standpoint, the major features of this bill as
passed by the House are as follows (a compfete analysis is contained
in H. Rept. 544, 90th Cong.):

(1) Monthly benefits for all types of insured beneficiaries would
be increased by 124 percent, with a minimum primary insurance
amount of $50.

(2) The basic benefit for transitionally insured and neninsured
persons (aged 72 and over) would be increased from $35 to $40
per month.

(3) A maximum of $105 per month would be made applicable
to wife’s benefits (having effect generally only in the distant
future).

(4) Liberalized benefit protection would be available for de-
pendents and survivors of women workers (only the same insured -
status requirements as for men would be applicable, instead of the
stricter ones of present law).

(5) Monthly benefits would be provided for disabled widows
and dependent widowers of insured workers when such survivors
are aged 50 to 59. The benefit amocunt would be reduced from the
full 823 percent of the primary insurance amount payable to
widows and widowers at age 62 and the reduced amount of 71%
percent at age 60, being scaled down from the latter amount,
according to age at award, to 50 percent for age 50.

(6) Insured status for disability benefits for young workers
(under age 31) would be liberalized, so as essentially to require
coverage in half the time since age 21 (with a minimum of 6
quarters of coverage being required).

(7) The definition of disability would be made more detailed,
so as to bring out better the concepts contained in present law.

1)
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(8) The earnings (or retirement) test would be liberalized so
that the annual exempt amount would be increased from $1,500
to 81,680 (with a corresponding increase in the monthly test). The
“band”’ for which there is a $1 reduction in benefits for each $2 in
earnings (after earnings have exceeded the annual exempt amount)
would be continued at $1,200.

(9) Coverage would be extended to certain small categories of
State and local government employees. The coverage basis of
ministers would be revised so as to be compulsory unless the
minister opts out on grounds of conscience.

(10) The maximum taxable and creditable earnings base would
be increased from $6,600 per year to $7,600 for 1968 and after.

(11) The contribution schedule would be revised in the manner
shown in table 1 for the old-age, survivors, and disability insur-
ance svstem, and in table 2 for that system and the hospital
msurance system combined.

(12) The allocation to the disability insurance trust fund would
be increased from 0.70 percent of taxable payroll (with respect
to the combined employer-employee rate) to 0.95 percent.

TABLE 1.—CONTRIBUTION RATES FOR OLD-AGE SURVIVORS, AND DISABILITY INSURANCE
UNDER VARIOUS VERSIONS OF H.R. 12080, AS COMPARED WITH THOSE UNDER PRESENT

LAW
[Vn percent}
H.R. 12030
Caiendar years Present law
House bill Senate-passed
bilit
Combined employer-employee rate
1967 il 7.8 7.8 7.8
1968 . 7.8 7.8 7.6
1369-70 gg g 4 g 4
1971-72_. . .z .2
1973-75..._ ... - 9.7 15.0 10.0
1976 and after______________._...__.._. 9.7 13.0 10.1
Self-employed rate

5.9 5.9 5.9

5.9 5.9 5.8

6.6 6.3 6.3

6.6 8.9 6.9

7.0 7.0 7.0

7.0 7.0 7.0

1 Same rates in Senate Finance Committee bill.
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TABLE 2.—CONTRIBUTION RATES FOR OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
AND HOSPITAL INSURANCE UNDER VARIOUS VERSIONS OF H.R. 12080 AS COMPARED

WITH THOSE UNDER PRESENT LAW
{In percent]

H.R. 12080
House bill Senate-rassed
bill1

Calendar years Present law

Combined employer-employee rate
8.8
8.8
9.6
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1 Same rates in Senate Finance Committee bill.

(13) Certain additional limitations on payment of benefits to
aliens outside of the United States would be introduced (primar-
ily with respect to citizens of countries that do not provide reci-
procity in regard to social security benefits for U.S. citizens and
with respect to payments in countries in which the Treasury
Department has suspended payments).

(131)4) The pay of persons in military service would be deemed
to be $100 per month higher than the amount of basic pay on
which they contribute. The cost of the additional benefits aris-
ing therefrom would be paid from the general fund of the Treasury
(when the benefits are paid).

(1) Changes made in Senate Finance Committee bill

The bill as reported by the Senate Committee on Finance differs
from the House-approved bill in the following important matters,
from a cost standpoint (a complete analysis is contained in S. Rept.
744, 90th Cong.):

(1) The maximum annual earnings base would be increased to
$8,000 in 1968, $8,800 in 1969-71, and $10,800 in 1972 and after,
rather than the one-step approach in the House bill.

(2) Monthly benefits for all types of insured beneficiaries
would be increased by 15 percent, with a minimum primary
insurance amount of $70. The basic benefit for transitionally
insured and noninsured persons would be increased from $35 to
$50 per month.

(3) The earnings test would be further liberalized after 1968 by
increasing the annual exempt amount to $2,000 (with a corre-
sponding change in the monthly test); the $1,200 band for which
$1 of benefits is withheld for each $2 of earnings would be retained
at the $1,200 figure in the House-approved bill.
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(4) The monthly benefits for disabled widows and dependent
widowers would be available at all ages under 62 and in the full
amount of 82% percent of the primary insurance amount.

(5) Disability benefits would be available for blind persons
(under an ‘“‘industrially blind” definition) at any age, with six
quarters of coverage being required, but only while not engaged
in substantial employment.

(6) Marriage would not be a terminating event for child’s
benefits if the beneficiary is in full-time school attendance (in the
case of a girl, the husband, too, must be in school).

(7) Children disabled at ages 18-21 would be eligible for
child’s benefits if they continue to be disabled.

(8) The contribution schedule for employers and employees
for the combined old-age, survivors, disability, and hospital
insurance system would be changed so that there would be the
same rates as in the House-approved bill through 1986 and lower
thereafter, see table 2. The contribution schedule for old-age,
survivors, and disability insurance was slightly reduced for 1968
(by the same amount as the contribution rate for hospital in-
surance was increased) and was slightly increased for 1976 and
after, see table 1. Thus, the major portion of the increased cost
of the liberalizations of the old-age, survivors, and disability
insurance system added by the Senate Finance Committee is met
by the increased earnings base and only a small part is met by
increased contribution rates.

(2) Changes made in Senate-approved bill
The bill as passed by the Senate differs from the version reported
by the Senate Finance Committee in the following ways:

(1) Persons meeting the so-called occupational blindness
conditions would be eligible for monthly disability benefits
even though they engage in substantial gainful employment.

(2) The detailed definition of disability was eliminated (as
was also the special definition of disability for widow’s benefits),
thus reverting to the definition in present law.

(3) The earnings test would be further liberalized (effective
in 1968) by increasing the annual exempt amount to $2,400
(with a corresponding change in the monthly test and with no
change in the $1,200 band).

(4) Mother’s benefits and full wife’s benefits for women under
age 65 would be continued even though no eligible child under
a%]e 18 (or disabled) is present if there is a child under age 22
who is in high school (or a lower school),

B. SUMMARY OF ACTUARIAL COST ESTIMATES

The old-age, survivors, and disability insurance system as modified
by the House and Senate Finance Committee versions of the bill has
an estimated cost for benefit payments and administrative expenses
that is in actuarial balance with contribution income. This also was
the case for the 1950 and subsequent amendments at the time they
were enacted. This situation, however, does not prevail for the Senate
version of the bill, since significant benefit liberalizations were riade
without any change in the financing provisions.
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The old-age and survivors insurance system as modified by the
House and Senate Finance Committee versions of the bill, under the
intermediate cost estimate, is in close actuarial balance, especially
considering that a range of variation is necessarily present in the long-
range actuarial cost estimates and, further, that rounded tax rates are
used in actual practice. Accordingly, the old-age and survivors
insurance program, as it would be changed by the House and Senate
Finance Committee versions of the bill is actuarially sound. The
same thing cannot be said about the Senate version of the bill.

The separate disability insurance trust fund, established under the
1956 act, shows either exact actuarial balance or a small negative
actuarial balance under the provisions that would be in effect after
enactment of the House or Senate Finance Committee versions of the
bill. Under the Senate version of the bill, the contribution rate allocated
to this fund is significantly lower than the cost of the disability bene-
fits, based on the intermediate cost estimate. The disability insurance
program, as it would be modified by the House version of the bill, is
actuarially sound. The negative actuarial balance for the Senate
version of the bill is larger than the acceptable limit—especially when
considered in connection with the situation under the old-age and
survivors insurance system.

C. FINANCING POLICY

(1) Self-supporting nature of system

The Congress has always carefully considered the cost aspects of
the old-age, survivors, and disability insurance system when amend-
ments to the program have been made. In connection with the 1950
amendments, the Congress stated the belief that the program should
be completely self-supporting from the contributions of covered
individuals and employers. Accordingly, in that legislation the pro-
vision permitting appropriations to the system from general revenues
of the Treasury was repealed. This policy has been continued in sub-
sequent amendments. The Congress has very strongly believed that
the tax schedule in the law should make the system self-supporting as
nearly as can be foreseen and thus actuarially sound.

(2) Actuarial soundness of system

The concept of actuarial soundness as it applies to the old-age,
survivors, and disability insurance system differs considerably from
this concept as it applies to private insurance and private pension
plans, although there are certain points of similarity with the latter.
In connection with individual insurance, the insurance company or
other administering institution must have sufficient funds on hand so
that if operations are terminated, it will be in a position to pay off
all the accrued liabilities. This, however, is not a necessary basis for
a national compulsory social insurance system and, moreover, is
frequently not the case for soundly financed private pension plans,
which may not, as of the present time, have funded all the liability
for prior service benefits.

It can reasonably be presumed that, under Government auspices,
such a social insurance system will continue indefinitely into the future.
The test of financial soundness, then, is not a question of whether
there are sufficient funds on hand to pay off all accrued liabilities.
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Rather, the test is whether the expected future income from tax con-
tributions and from interest on invested assets will be sufficient to meet
anticipated expenditures for benefits and administrative costs over
the long-range period considered in the actuarial valuation. Thus, the
concept of “unfunded accrued liability” does not by any means have
the same significance for a social insurance system as it does for a plan
established under private insurance principles, and it is quite proper to
count both on receiving contributions from new entrants to the system
in the future and on paying benefits to this group during the period
considered in the vaﬁlation. These additional assets and liabilities
must be considered in order to determine whether the system is in
actuarial balance.

Accordingly, it may be said that the old-age, survivors, and dis-
ability insurance program is actuarially sound if 1t is in actuarial bal-
ance. This will be the case if the estimated future income from con-
tributions and from interest earnings on the accumulated trust fund
investments will, over the long-range period considered in the valua-
tion, support the disbursements for benefits and administrative ex-
penses. Obviously, future experience may be expected to vary from
the actuarial cost estimates made now. Nonetheless, the intent that the
system be self-supporting (and actuarially sound) can be expressed
in law by utilizing a contribution schedule that, according to the
intermediate-cost estimate, results in the system being in balance or
substantially close thereto.

The committee believes that it is a matter for concern if the old-age,
survivors, and disability insurance system shows any significant ac-
tuarial insufficiency. Traditionally, the view has been held that for
the old-age and survivors insurance portion of the program, if such
actuarial insufficiency has been no greater than 0.25 percent of payroll,
when measured over perpetuity, it is at the point where it is within
the limits of permissible variation. The corresponding point for the
disability insurance portion of the system is about 0.05 percent of pay-
roll (lower because of the relatively smaller financial magnitude of
this program). Based on the recommendation of the 1963-64 Advisory
Council on Social Security Financing (see app. V of the 25th Annual
Report of the Board of Trustees of the Federal Old-Age and Sur-
vivors Insurance Trust Fund and the Federal Disability Insurance
Trust Fund, H. Doc. No. 100, 89th Cong.), the cost estimates are now
being made on a 75-year basis, rather than on a perpetuity basis. On
this approach, the margin of variation from exact balance should be
smaller—no more than 0.10 percent of taxable payroll for the com-
bined old-age, survivors, and disability insurance program.

Furthermore, traditionally when there has been an actuarial insuffi-
ciency exceeding the limits indicated, any subsequent liberalizations
in benefit provisions were fully financed by appropriate changes in
the tax schedule or through raising the earnings base, and at the same
time the actuarial status of the program was improved.

The changes provided in the House-approved bill and the Senate
Finance Committee bill are in conformity with these financing prin-
ciples, but this is not the case for the Senate-approved bill.
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D. BASIC ASSUMPTIONS FOR COST ESTIMATES

(1) General basis for long-range cost estimates

Benefit disbursements may be expected to increase continuously
for at least the next 50 to 70 years because of such factors as the aging
of the population of the country and the slow but steady growth of
the benefit roll. Similar factors are inherent in any retirement pro-
gram, public or private, that has been in operation for a relatively
short period. Estimates of the future cost of the old-age, survivors
and disability insurance program are affected by many elements that
are difficult to determine. Accordingly, the assumptions used in the
actuarial cost estimates may differ widely and yet be reasonable.

The long-range cost estimates (shown for 1975 and thereafter) are
developed on a range basis so as to indicate the plausible variation in
future costs depending upon the actual trends developing for the
various cost factors. Both the low- and high-cost estimates are based
on assumptions that are intended to represent close to full employ-
ment, with average annual earnings at about the level prevailing in
1966. The use of 1066 average earnings results in conservatism in
the estimate since the trend 1s expected to be an increase in average
earnings in future years (as will be discussed subsequently in item 5).
In 1966 the aggregate amount of earnings taxable under the program
was $314 billion. (%f cowrse, for future years the total taxable earnings
are estimated to be larger because of the higher earnings bases and
are estimated to increase, because there will be larger numbers of
covered workers. Intermediate estimates developed directly from the
low- and high-cost estimates (by averaging their components) are
shown so as to indicate the basis for the financing provisions.

The cost estimates are extended beyond the yvear 2000, since the
aged population itself cannot mature by then. The reason for this is
that the number of births in the 1930’s was very low as compared with
both prior and subsequent experience. As a result, there will he a dip
in the relative proportion of the aged from 1995 to about 2015, which
would tend to result in low benefit costs for the old-age, survivors, and
disability insurance system during that period. For this reason the
yvear 2000 is by no means a typical ultimate year insofar as costs are
concerned.

(2) Measurement of costs in relation to taxable payroll

In general, the costs are shown as percentages of taxable payroll.
This is the best measure of the financial cost of the program. Dollar
figures taken alone are misleading. For example, a higher earnings
level will increase not only the outgo of the system but also, and to
a greater extent, its income. The result is that the cost relative to
payroll will decrease. As an illustration of the foregoing points,
consider an individual who has covered earnings at a rate of $300
per month. Under the Senate-approved bill such an individual
would have a primary insurance amount of $129.30. If his earnings
rate should be 50 percent higher (i.e., $450), his primary insurance
amount would be $167.90. Under these conditions, the contributions
payable with respect to his earnings would increase by 50 percent, but
his benefit rate would increase by only 30 percent. Or, to put it another
way, when his earnings rate was $300 per month, his primary insur-
ance amount represented 43.1 percent of his earnings, whereas, when



8

his earnings increased to $450 per month, his primary insurance
amount relative to his earnings decreased to 37.3 percent.

(8) General basis for short-range cost estimates

The short-range cost estimates (shown for the individual years 1967—
72) are not presented on a range basis since—assuming a continuation
of present economic conditions—it is believed that the demographic
factors involved (such as mortality, fertility, retirement rates, and so
forth.) can be reasonably closely forecast, so that only a single estimate
is necessary. A gradual rise in the earnings level in the future (about 3
percent per year), somewhat below that which has occurred in the past
few years, is assumed. As a result of this assumption, contribution in-
come is somewhat higher than if level earnings were assumed, while
benefit outgo is only slightly affected.

The cost estimates have been prepared on the bhasis of the same as-
sumptions and methodology as those contained in the 1967 Annual
Report of the Board of Trustees (H. Doc. No. 65, 90th Cong.).

(4) Level-cost concept

An important measure of long-range cost is the level-equivalent
contribution rate required to support the system for the next 75 years
(including not only meeting the benefit costs and administrative ex-
penses, hut also the maintenance of a reasonable contingency fund
during the period, which at the end of the period amounts to 1 year’s
disbursements), based on discounting at interest. If snch a level rate
were adopted, relatively large accumulations in the old-age and sur-
vivors insurance trust fund would result, and in consequence there
would be sizable eventual income from interest. Fven though such a
method of financing is not followed, this concept may be used as a
convenient measure of long-range costs. This is a valuablecost concept,
especially in comparing various possible alternative plans and provi-
sions, since it takes into account the heavy deferred benefit costs.
(5) Puture earnings assumptions

The long-range estimates for the old-age, survivors, and disability
insurance program are based on level-earnings assnmptions, under
which earnings levels of covered workers by age and sex will continue
over the next 75 vears at the levels experienced in 1966. This, however,
does not mean that covered payrolls are assumed to be the same each
vear; rather, thev will rise steadily as the covered population at the
working ages is estimated to increase. If in the future the earnings
level should be considerably above that which now prevails, and if the
benefits are adjusted upward so that the annual costsrelative to payroll
will remain the same as now estimated for the present system, then the
increased dollar outgo resulting will offset the increased dollar income.
This is an important reason for considering costs relative to payroll
rather than in dollars.

The long-range cost estimates have not taken into account the pos-
sibility of a rise in earnings levels, although such a rise has character-
ized the past history of this country. If such an assumption were used
in the cost estimates, along with the unlilkely assumption that the bene-
fits, nevertheless, would not be changed, the cost relative to payroll
would, ¢f course, be lower.

It is important to note that the possibility that a rise in earnings
levels will produce lower costs of the old-age, survivors, and disability
insurance program in relation to payroll is a very important safety
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factor in the financial operations of this system. The financing of the
system is based essentially on the intermediate-cost estimate, along
with the assumption of level earnings. If experience follows the high-
cost assumptions, additional financing will be necessary. However, if
covered earnings increase in the future as in the past, the resulting re-
duction in the cost of the program (expressed as a percentage of taxable
payroll) will more than cifset the higher cost arising under experience
following the high-cost estimate. If the latter condition prevails, the
reduction in the relative cost of the program coming from rising earn-
ings levels can be used to maintain the actuarial soundness of the svs-
tem, and any remaining savings can be used to adjust benefits upward
(to a lesser degree than the increase in the earnings level). However,
the possibility of future increases in earnings levels should be con-
sidered only as a safety factor and not as a justification for adjusting
benefits upward in anticipation of such increases.

If benefits are adjusted currently to keep pace fully with rising earn-
ings as they occur, the year-by-year costs as a percentage of payroll
would be unaffected. If benefits are increased in this manner, the
level-cost of the program would be higher than now estimated. since
under such circumstances, the relative importance of the interest
receipts of the trust funds would gradually diminish with the passage
of time. If earnings and benefit levels do consistently rise, tlioraugh
consideration will need to be given to the financing basis of the system
because then the interest receipts of the trust funds will not meet as
large a proportion of the benefit costs as would be anticipated if the
earnings level had not risen.

(6) Interrelationship with railroad retirement system

An important element affecting old-age, survivors, and disability
insurance costs arose through arcndments made to the Railroad
Retirement Act in 1951. These provide for a combination of railroad
retirement compensatirm and old-age, survivors, and disability insur-
ance covered earnings in determining benefits for those with less than
10 years of railroad service and also for all survivor cases.

Financial interchange provisions are established so that the old-age
and survivors insurance trust fund and the disability insurance trust
fund are to be placed in the same financial position in which thev
would have been if railroad employment had always been covered
under the program. It is estimated that, over the long range, the net
effect of these provisions will be a relatively small loss to the old-age.
survivors, and disability insurance system since the reimbursements
from the railroad retirement system will be somewhat smaller than
the net additional benefits paid on the basis of railroad earnines.
(7) Reimbursement for costs of pre-1957 military service wage credits

Another important element affecting the financing of the program
arose through legislation in 1956 that provided for reimbursenient
from general revenues for past and future expenditures in respect
to the noncontributory cre£ts that had been granted for persons in
military service before 1957. These financing provisions were modified
by the 1965 amendments. The cost estimates contained here reflect the
effect of these reimbursements (which are included as contributions),
based on the assumption that the required appropriations will be
made in the future in accordance with the relevant provisions of the
law. These reimbursements are intended to be made on the basis
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of a constant annual amount (as determined by the Secretary of
Health, Education, and Welfare) for each trust fund payable over
the period up to the year 2015 (with such amount subject to adjust-
ment every 5 years).

In actual practice, the Secretary of Health, Education, and Welfare
determined 1nitially that the annual amount for the three trust funds
involved (old-age and survivors insurance, disability insurance, and
hospital insurance) was $120 million. However, the Budget Document
of the United States has contained requests for appropriations for
only $105 million and, to date, the appropriations have been made
by the Congress on that basis.

(8) Reimbursement for costs of additional post—1967 malitary service
wage credits

Under all versions of the bill, individuals in active military service
after 1967 will receive additional wage credits in excess of their cash
pay (but within the maximum creditable earnings base) in recognition
of their remuneration that is payable in kind (e.g., quarters and meals).
These additional credits are at the rate of $100 per month. The addi-
tional costs that arise from these credits are to be financed from
general revenues on an “actual disbursements cost’’ basis, with reim-
bursement to the trust funds on as prompt a basis as possible (and
with interest adjustments to make up for any delay due to the time
needed to make the necessary actuarial calculations from sample data
and for the necessary appropriations to be made).

In many instances, the availability of these additional wage credits
will not result in additional benefits because the individual will have
maximum credited earnings without them or because the year in which
such credits are granted will be a drop-out year in the computation
of his average monthly wage. In the immediate-future years, the
cost of these additional credits to the general fund will be relatively
small (only a few million dollars a year) since there will be relatively
few cases arising, almost all due to death and disability. After several
decades, this cost might rise to as much as $100 million per year if
the size of the uniformed services remains as large as at present—and,
of course, a lower figure if such size is lower.

E. ACTUARIAL BALANCE OF PROGRAM IN PAST YEARS

(1) Status after enactment of 1962 act

The actuarial balance under the 1952 act®! was estimated, at the
time of enactment, to be virtually the same as in the estimates made
at the time the 1950 act was enacted, as shown in table 3. This was
the case, because the estimates for the 1952 act took into consider-
ation the rise in earnings levels in the 3 years preceding the enact-
ment of that act. This factor virtually offset the increased cost due
to the benefit liberalizations made. New cost estimates made 2 years
after the enactment of the 1952 act indicated that the level-cost (i.e.,
the average long-range cost, based on discounting at interest, relative
to taxable payroll) of the benefit disbursements and administrative
expenses was somewhat more than 0.5 percent of payroll higher than
the level equivalent of the scheduled taxes (including allowance for
interest on the existing trust fund).

i The term 1952 act”’ (and similar terms) is used to designate the system as it existed after the enactment
of the amendments of that year.
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TABLE 3.—ACTUARIAL BALANCE OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM UNDER
VARIOUS ACTS FOR VARIOUS ESTIMATES, INTERMEDIATE-COST BASIS

{Percent)
Level-equivalentt
Legislation Date of -
estimate Benefit Contributions Actuarial
costs 2 balance 3
0ld-age, survivors, and disability insurance 4
1935 et . . 1935 5.36 5.36 0.00
1939 act. ool 1939 5.22 5,30 +.08
1939 act (as amended in the 1940°s) 5____._________.. 1950 4,45 3.98 —. 47
1950 act 1950 6.20 6.10 -.10
1950 act. . 1952 5.49 5.90 +.41
1952 act. . 1952 6.00 5.90 —.10
1952 act. . 1954 6.62 6.05 —.57
1954 act. . . 1954 7.50 .12 —.38
1954 act.___ 1956 1.45 .29 —.16
1956 act.___ 1956 7.85 .72 —-.13
1956 act.. .. 1958 8.25 7.83 —. 42
1958 act__ .. 1958 8.76 8.52 —.24
1958 act_. _. 1960 8.73 8,68 —.05
1960 act. ... 1960 8.98 8.68 —.30
1961 act.. 1961 9.35 9,05 -.30
1961 act 1963 9.33 9,02 —. 3l
1961 act (?erpetuity (171100 1964 9.3% 9.12 —.24
1961 act (75-year basis). oo cueeoecconaaanaan 1964 9.09 9.10 +.01
1965 At _ i ieiiiiaiioaes 1965 9.49 9, 42 —.07
1965 act - . iiemiiiiacaaen 1966 8.76 9.50 +.74
1967 bill (House).____...._._. e 1967 9.70 9.74 +.04
1967 bilt (Senate Finance Committee) . __.___.____.... 1967 9,95 9,85 —.10
1967 bill (Senate) ... ... ... 1967 10.27 9.85 —. 42
Old-age and survivors insurance 4
1956 ACt. - oo i ecm e 1956 7.43 1.23 —0.20
1956 act. . .o ooooiaiioaon 1958 7.90 7.33 —.57
1958 act_ ..o ocoo el 1958 8.2 8.02 —.25
1958 act. ... ... oooooeeol.. 1960 8.38 8.18 —.20
1960 act. ... 1960 8.42 818 —.24
1961 A€t - oo ceaeeens 1961 8.79 8.55 —-.24
196l act_ ..ol 1963 8.69 8, 52 -1
1961 act (9erpetuity basis). ... 1964 8.72 8.62 —. 10
1961 act (75-year basis). ... 1964 8.46 8,60 +.14
1965act. .o ocoeeieaaa 1965 8.82 8.72 —.10
1965 act. . o cooooeoe 1966 7.91 8.80 +.89
1967 bill (House) . _._......... e 1967 8.75 8.79 +.04
1967 bill (Senate Finance Committe 1967 8.95 8.90 —.05
1967 bill (Senate) ... ..o 1967 9.16 8.90 -.26
Disability insurance 4

1956 0.42 0.49 +0.07

1958 .35 .50 +.15

1958 .49 +.01

1960 .35 50 +.15

1960 .56 50 -.06

1961 .56 —.06

1963 .64 50 —. 14

1964 & % ~
1961 act ( - -
1965 act._ . 1965 .67 70 +.03
1965 act_ .- --- 1966 .85 70 —. 15
1967 bitl (Hous 1967 .95 95 00
1967 bill (Senate Fin 1967 1.00 95 ~.05
1967 bill (Senate) 1967 L 95 —. 16

1 Expressed as a percentage of effective taxable payroll, including adjustment to reflect the lower contribution rate
on self-employment income and on tips, as compared with the d pl mployee rate. Estimates prepared
before 1964 are on a perpetuity basis, while those prepared after 1964 are on a 7§-year basis. The estimates prepared in
1964 are on both bases. o . )

2 [ncluding adjustments (a) to reflect the lower contribution rate on self-employment income and on tips, as compared
with,the combined employer-employee rate, (b) for the interest earnings on the existing trust fund, (c) for administrative
expense costs, and (d) for the net cost of the financial interchange with the railroad retirement system. .

s A negative figure indicates the extent of lack of actuarial balance. A positive figure indicates more than sufficient
financing, according to the particular estimate. . . )

s Thz disability insurance program was inaugurated in the 1956 act so that all figures for previous legislation are for the
old-age and survivors insurance program oniy. L X

s The major changes being in the revision of the contribution schedule; as of the beginning of 1950, the uitimate
combined employer-employee rate scheduled was only 4 percent,
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(2) Status after enactment of 1954 act
Under the 1954 act, the increase in the contribution schedule met all
the additional cost of the benefit changes and at the same time reduced
substantially the actuarial insufficiency that the then current estimates
had indicated in regard to the financing of the 1952 act.

(3) Status after enactment of 19566 act

The estimates for the 1954 act were revised in 1956 to take into
account the rise in the earnings level that had occurred since 1951-52,
the period that had been used for the earnings assumptions for the
estimates made in 1954. Taking this factor into account reduced the
lack of actuarial balance under the 1954 act to the point where, for
all practical purposes, it was nonexistent. The benefit changes made
by the 1956 amendments were fully financed by the increased con-
tribution income provided. Accordingly, the actuarial balance of the
system was unaffected.

Following the enactment of the 1956 legislation, new cost estimates
were made to take into account the developing experience; also, certain
modified assumptions were made as to anticipated future trends. In
195657, there were very considerable numbers of retirements from
among the groups newly covered by the 1954 and 1956 amendments, so
that benefit expenditures ran considerably higher than had prev10usly
been estimated. Moreover, the analyzed experience for the recent years
of operation indicated that retirement rates had risen or, in other
words, that the average retirement age had dropped slgnlﬁcantly
The cost estimates made in early 1958 indicated that the program was
out of actuarial halance by somewhat more than 0.4 percent of payroll.

(4) Status after enactment of 19568 act

The 1958 amendments recognized this situation and provided addl-
tional financing for the program—both to reduce the lack of actuarial
balance and also to finance certain benefit liberalizations made. In
fact, one of the stated purposes of the legislation was ““to improve the
actuarial status of the trust funds.” This was accomplished by in-
troducing an immediate increase (in 1959) in the combined employer-
employee contribution rate, amounting to 0.5 percent, and by advanc-
ing the subsequently scheduled increases so that they would occur at
3-vear intervals (beginning in 1960) instead of at 5-year intervals,

The revised cost. estimates made in 1958 for the disability insurance
program contained certain modified assumptions that recognized the
emerging experience under the new program. As a result, the moderate
actuarial surplus originally estimated was increased somewhat, and
most of this was used in the 1958 amendments to finance certain
henefit liberalizations, such as inclusion of supplemental benefits
for certain dependents and modification of the insured status
requirements.

(5) Status after enactment of 1960 act

At the beginning of 1960, the cost estimates for the old-age sur-
vivors, and disability insurance system were reexamined and were
modified in certain respects. The earnings assumption had previously
Leen based on the 1936 level, and this was changed to reflect the
1939 level. Also, data first became available on the detailed opera-
tions of the disability provisions for 1956, which was the first full
vear of operation that did not involve picking up “backlog” cases.
It was found that the number of persons who meet the insured status
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conditions to be eligible for these benefits had been significantly over-
estimated. It was also found that the disability incidence experience
for eligible women was considerably lower than had been originally
estimated, although the experience for men was very close to the
intermediate estimate. Accordingly, revised assumptions were made
in regard to the disability insurance portion of the program. As a
result, the changes made by the 1960 amendments could, according to
the revised estimates, be made without modifying the financing
provisions.

(6) Status after enactment of 1961 act

The changes made by the 1961 amendments involved an increased
cost that was fully met by the changes in the financing provisions
(namely, an increase in the combined employer-employee contri-
bution rate of 0.25 percent, a corresponding change in the rate for the
self-employed, and an advance in the year when the ultimate rates
would be effective—{rom 1969 to 1968). As a result, the actuarial
balance of the program remained unchanged.

Subsequent to 1961, the cost estimates were further reexamined in
the light of developing experience. The earnings assumption was
changed to reflect the 1963 level, and the interest-rate assumption
used was modified upward to reflect recent experience. At the same
time, the retirement-rate assumptions were increased somewhat to
reflect the experience in respect to this factor. The further developing
disability experience indicated that costs for this portion of the
program were significantly higher than previously estimated (because
benefits were not being terminated by death or recovery as rapidly as
had been originally assumed). Accordingly, the actuarial balance of
the disability insurance program was shown to be in an unsatisfactory
position, and this had been recognized by the Board of Trustees, who
recommended that the allocation to this trust fund should be increased
(while. at the same time, correspondingly decreasing the allocation to
the old-age and survivors insurance trust fund, which under the law in
effect at that time was estimated to be in satisfactory actuarial balance
even after such a reallocation).

(7) Status after enactment of 1965 act

The changes made by the 1965 amendments involved an increased
cost that was closely met by the changes in their financing provisions
(namely, an increase in the contribution schedule, particularly in the
later years, and an increase in the earnings base). The actuarial balance
of the program remained virtually unchanged.

In 1966, the cost estimates for the old-age, survivors, and disability
insurance system were completely revised, based on the availability of
new data since the last complete revision was made in 1963. The new
estimates showed significantly lower costs for the old-age and sur-
vivors insurance portion of the system, but higher costs for the dis-
ability insurance portion. The factors leading to lower costs were as
follows: (1) 1966 earnings levels, instead of 1963 ones; (2) an interest
rate of 3% percent for the intermediate-cost estimate, instead of 3%
percent; (3) an assumption of greater future participation of women
in the labor force (resulting in reduction in cost of the program because
of the “antiduplication of benefits’” provision as between women’s
primary benefits and wife’s or widow’s benefits); (4) an assumption
of less improvement in future mortality than had previously been
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assumed: and (3) an assumption that, despite a significant decline
in future fertility rates. such decline would not occur as rapidly as
had been assumed previously.

The cost of the disability insurance system was estimated to be
significantly higher. as a result of increasing disability prevalence
rates. This change was necessary to reflect the substantially larger
number of disability beneficiaries coming on the roll with respect to
disabilities occurring in 1964 and after, which experience had not been
available in 1965 when the cost estimates for the legislation of that
vear were considered.

For more details on these revised cost estimates for the old-age,
survivors, and disability insurance system, see Actuarial Study No. 63
of the Social Security Administration, Department of Health, Edu-
cation, and Welfare, January 1967.

F. INTERMEDIATE-COST ESTIMATES

(1) Purposes of intermediate-cost estimates

The long-range intermediate-cost estimates are developed from the
low- and high-cost estimates by averaging them (using the dollar esti-
mates and developing therefrom the corresponding estimates relative
to payroll). The mtermediate-cost estimate does not represent the
most probable estimate since it 1s impossible to develop any such
figcures. Rather, it has been set down as a convenient and readily
available single set of figures to use for comparative purposes.

The Congress, in enacting the 1950 act and subsequent legislation,
was of the belief that the old-age, survivors, and disability insurance
program should be on a completely self-supporting basis and actuari-
allv sound. Therefore, a single estimate is necessary in the develop-
ment of a tax schedule intended to make the system self-supporting,
Any specific schedule will necessarily be somewhat different from
what will actually be required to obtain exact balance between con-
tributions and benefits. This procedure, however, does make the
intention specific, even though in actual practice future changes in
the tax schedule might be necessary. Likewise, exact balance cannot
be obtained from a specific set of integral or rounded tax rates increas-
ing in orderly intervals, but rather this principle of self-support should
be aimed at as closely as possible.

(2) Interest rate used in cost estimates

The interest rate used for computing the level-costs for the commit-
tee-approved bill is 3% percent for the intermediate-cost estimate.
This 1s slightly below the average yield of the investments of the trust
funds at the end of June 1967 (about 3.79 percent), and is considerably
below the rate currently being obtained for new investments (54
percent for October 1967).

(3) Actuarial balance of OASDI system

Table 3 has shown that, according to the latest cost estimates made
for the 1965 act, there is a very favorable actuarial balance for the
combined old-age, survivors, and disability insurance system, but that
there is a deficit of 0.15 percent of taxable payroll for the disability
insurance portion, and a favorable balance of 0.89 percent of taxable
payroll for the old-age and survivors insurance portion.
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Under each of the three versions of the bill, the benefit changes
roposed would be financed, in large part, by utilizing the existing
avorable actuarial balance and by the increases in the contribution

rates and the earnings base.

Table 4 traces through the change in the actuarial balance of the
system from its situation under the 1965 act, according to the latest
estimate, to that under the House-approved bill, by type of major
changes involved, while table 5a gives similar data for the Senate
Finance Committee bill, and table 5b relates to the Senate-approved
bill. Table 6 traces through the change in the actuarial balance of
the system for the Senate-approved bill as compared with the House-
approved bill.

TABLE 4.—CHANGES IN ACTUARIAL BALANCE OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM,
EXPRESSED IN TERMS OF ESTIMATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, BY TYPE OF CHANGE,
INTERMEDIATE-COST ESTIMATE, PRESENT LAW AND HOUSE BILL, BASED ON 3.75 PERCENT INTEREST

[Percent]

Old-age and Disability Total
item survivors insurance system

insurance
Actuarial balance of present system.._.._._....._.._.._. +0.89 —0.15 +0.74
Increase in earnings base_ ___ ... . ... .o_._..___. +.21 +.02 +.23
Earnings test liberalization____.___._._.._ - —. 06 [0} —. 06
Disabled widow's benefits at age 50._ .. ____ .- -.03 ® —.03
Special disability insured status under age 31_..___ - & -, 02 —.02
Liberalized benefits with respect to women workers. __._. —.07 o —.07
Benefit increase of 1214 percent —.89 —. 10 —.99
Revised contribution schedule . .. ____________._.._..___ —.01 +.25 +.24
Total effect of changes in bill_._._______..___.__ —.85 +.15 —-.70
Actuarial balance under bill_. ... .. ... ... _____ +.04 .00 +.04

1 Less than 0.005 percent.
2 Not applicable to this program.

TABLE 5a.—CHANGES IN ACTUARIAL BALANCE OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM,
EXPRESSED IN TERMS OF ESTIMATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, BY TYPE OF
CHANGE, INTERMEDIATE-COST ESTIMATE, PRESENT LAW AND SENATE FINANCE COMMITTEE BILL, BASED
ON 3.75 PERCENT INTEREST -

{Percent}
Old-age and  Disability
Item survivors insurance  Total system
insurance

Actuarial balance of present system___.._____ . . ... -+0.89 -0.15 +0.74
Increase in earnings base._ ... eoi o eeemeeoo- +.48 +.04 +.52
Earnings test liberalization. .. .. ... .. ... —-.17 ® —-.17
Disabled widow’s benefits. .. _..___________.________________.________ —. 06 ¢ —. 06
Special disability insured status underage 31....___________..____.._. ® —.02 —.02
Liberalized benefits with respect to women workers..______.__._..... —.07 [0) —.07
Sgecial benefits for blind persons.._.___. ... _________________._. ®) —.05 —.05
Childhood disability benefits for those disabled atages 18to 21...__._. [0} 9] 0]
Reduction of minimutn eligibility age from 62 to 60.____________..____ (0] o )
Benefit formulachange. .___________________. —-1.22 -.12 —1.34
Revised contribution schedule +.10 +.25 +.35

Total effect of changes in bill. .. ______ . ... ... —.94 +.10 —. 84
Actuarial balance under bill. .. .. .. —.05 —.05 —. 10

! Less than 0.005 percent.
2 Not applicable to this program.
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TABLE 5b.—CHANGES IN ACTUARIAL BALANCE OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM,
EXPRESSED IN TERMS OF ESTIMATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, BY TYPE OF CHANGE,
INTERMEDIATE-COST ESTIMATE, PRESENT LAW AND SENATE BILL, BASED ON 3.75 PERCENT INTEREST

[Percent]
01d-age and Disability Total
Item Survivors insurance system
insurance
Actuarial balance of present system__._..___...____ O, R +0.89 —0.15 +0.74
Increase in earnings base +.48 -, 04 +. 52
Earnings test liberalizatio —.33 (@) —-.33
Disabled widow's benefits____.__...._.. - —.09 (¢ —.09
Special disability insured status under age 31_ ) —. 02 —.02
Liberalized benefits with respect to women wol —.07 Q) .07
Special benefits for blind persons_.___._..._.... M —. 06 —. 06
Childhood disability benefits for those disabled at a (O] (O] m
Reduction of minimum eligibility age from 62 to 60 ) (*) (0]
Mother’s and wife’s benefits for children in high sc —.01 (O] —.01
Benefit formula change -1.23 —. 12 —1.35
Elimination of new definiti i (3) —. 10 —.19
Revised contribution schedule____.._. +.10 +.25 +.35
Total effect of changes in bill..__.._..____ —1.15 —.0 —1.16
Actuarial balance under bill____. ... . ... —. 26 —.16 —. 42

1 Less than 0.005 percent.

2 Not applicable to this program. .

3 The cost of the elimination of the new special definition of disability for widow's (and widowar’s) benefits is included
in the figure for disabled widow's benefits, above.

TABLE 6.—CHANGES IN ACTUARIAL BALANCE OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM,
EXPRESSED IN TERMS OF ESTIMATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, BY TYPE OF
CHANGE, MOVING FROM PRESENT LAW TO SENATE BILL, BASED ON 3.75 PERCENT INTEREST

[Percent]

0ld-age and Disability Total

Item survivors insurance system
insurance

Actuarial balance of present system_.. . ... .. .co....... +0. 89 —0.15 +0.74
Increase in earnings base__ ______._._ +.21 -+, 02 +.23
Earnings test liberalization___.___ —.06 (O] —.06
Disabled widow's benefits at age 50_ —.03 ) —.03
Special disability insured status at age 31_..__ (2) —. 02 —. 02
Liberalized benefits with, respect to women worker: —.07 (O] —. 07
Benefit formula change_. ... _.__..__ —. 89 —. 10 —.99
Revised contribution schedule__. —.01 +.25 +.24
Actuarial balance under House bill._ ... ... ... ...__ +-.04 .00 +.04
Further increase in earnings base_.._... +.27 +.02 +.29
Further liberalization of earnings test._ -1 Q) —. 11
Liberalization of disabled widow's benefit —.03 & —.03
Special benefits for blind persons_.._.._.____. @® —.05 —.05

Reduction of minimum eligibility age from 62 to 60 (0] (O] (0]
Liberdlization of benefit formula change._ . -.3 —.02 —.35
Further revision of contribution schedule______._.___.___. R +.11 .00 +.11
Actuarial balance under Senate Finance Committee bill_ _ R —.05 —.05 —. 10
Further liberalization of earningstest. _..________...__ —-.17 ) —-.17
Liberalization of special benefits for blind persons_..__ ® —.01 —.01
Mother’s and wife's benefits for children in high school —.01 ) —.01
Elimination of new definition of disability.__ —.03 —. 10 . —-.13
Actuarial balance under Senate bilt__._... ... ... _...... —.26 —.16 —.42

1 Less than 0.005 percent.
2 Not applicable in this program.

Several benefit-provision changes made by the several versions of the
bill would have cost effects which are of a magnitude of less than
0.005 percent of taxable payroll when measured in terms of long-
range level costs, Such changes involving small increases in cost are
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the liberalization of eligibility conditions for certain adopted chil-
dren, the elimination of marriage as a cause of termination for child’s
benefits payable to children attending school, the simplification of
benefit computations based on 1937-50 wages, the reduction of the
length-of-marriage requirement for survivor benefits, the liberalization
of the offset provision for disability benefits when workmen’s compen-
sation benefits are also payable, the reduction in the penalties for
failure to file timely reports of earnings and other events and the pay-
ment of childhood disability benefits to persons becoming disabled at
ages 18-21. The reduction in the minimum eligibility age from 62 to
60 for primary, wife’s, husband’s, widower’s, and parent’s benefits
has no significant cost effect, because the reduced benefits available
are, for all practical purposes, on an actuarial-reduction basis (so
that the increased outgo 1n the early years will be counterbalanced
by reduced outgo later). Such changes involving small decreases in cost
are the additional limitations on payment of benefits to certain aliens
outside the United States.

Account has been taken of the elimination in the Senate bill of the
detailed definition of disability——and thus the retention of only the
more general definition in present law, for both the present disability
beneficiaries and for the newly added category of disabled widows and
widowers (in all three versions of the bill). Initially, I had believed
that a return to the definition under present law would not necessitate
any increase in the estimate of the cost of the program, although
recognizing that there was a much greater likelihood that the costs
actually developing would exceed the intermediate-cost estimate. It
may be noted that the cost estimates made for the House bill and for
the Senate Finance Committee bill did not include a reduction in cost
to allow for the inclusion of the detailed definition; rather, this was
considered to be a safeguard, or cost control, so that the existing
definition would not be weakened by court decisions or otherwise.

After considering the Senate discussion on the amendment to elimi-
nate the new detailed definition of disability, and after advice from
legal experts, I now believe that it is quite likely that this legislative
action will result in significantly higher costs for disability benefits.
This will be so for disabled-worker benefits (because the legislative his-
tory developing from the Senate floor debate would support an inter-
pretation of the definition reflected by a series of liberal court decisions
finding disability under circumstances not originally contemplated by
Congress and the Social Security Administration), for disabled-widow
benefits (because of the elimination of the special stricter definition of
disability for this category that was contained in the House bill and
the Senate Finance Committee bill), and for disabled individuals who,
despite impairments, return to work and regularly earn substantial
wages or perform significant services in their own businesses. The in-
creased cost will result from the fact that elimination of the new
detailed definition of disability will not in fact return the situation to
the present one, but rather will require a significant change in the
current interpretation of the disability definition by the Social Security
Administration (in the direction, for example, of paying disability
benefits to persons who are capable of engaging in substantial gainful
employment but for whom suitable work is not available in their
immediate vicinity or whom employers prefer not to hire).

The changes made by the House bill and the Senate Finance Com-
mittee bill would maintain the sound actuarial position of the old-
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age, survivors, and disability insurance system. The estimated actu-
arial balance for the House bill is a small positive amount, while that
for the Senate Finance Committee bill is just at the established
limit within which the system is considered substantially in actuarial
balance. On the other hand, there is a very significant actuarial
imbalance for the Senate bill (as a result of several liberalizations of
benefits having been made without any corresponding changes in
the financing provisions).

It should be emphasized that in 1950 and in subsequent amendments,
the Congress did not recommend that the system be financed by a high
level tax rate in the future, but rather recommended an increasing
schedule, which, of necessity, ultimately rises higher than such a level
rate. Nonetheless, this graded tax schedule will produce a considerable
excess of income over outgo for many years so that a sizable trust fund
will develop, although not as large as would arise under an equivalent
level tax rate. This fund will be invested in Government securities
(just as is also the case for the trust funds of the civil service retire-
ment, railroad retirement, national service life insurance, and U.S.
Government life insurance systems). The resulting interest income will
help to bear part of the higher benefit costs of the future.

The level contribution rate equivalent to the graded schedules in
the law may be computed in the same manner as level-costs of benefits.
These are shown in table 3, as are also figures for the net actuarial
balances.

(4) OASI income and outgo in near future

Table 7 shows the progress of the old-age and survivors insurance
trust fund under present law and under the three versions of the bill.
Solely for purposes of comparability with the Senate Finance Com-
mittee bill and the Senate bill (which have an effective date of March
1968 for the general benefit increase), it has been assumed that under
the House bill the general benefit increase (and certain other parallel
benefit changes) would be effective for March 1968. The trust fund
increases by significant amounts in all future years under present law
and by somewhat lesser amounts under the House bill. On the other
hand, under the Senate Finance Committee bill and the Senate bill,
the trust fund remains virtually level (actually decreases under the
latter) in 1968 and then increases by significant amounts (but less
than under the House bill) in subsequent years. The 1968 situation
occurs because the total contribution rate for old-age, survivors, dis-
ability, and hospital insurance remains the same as in present law (for
all three versions of the bill), but the allocation to hospital insurance
is larger under the Senate Finance Committee bill and the Senate bill
than under the House bill. Also, under all three versions of the bill, the
allocation to disability insurance is larger than under present law.
Accordingly, the allocation to old-age and survivors insurance is lower

than under present law, especially for the Senate Finance Committee
bill and the Senate bill.
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TABLE 7.—PROGRESS OF OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, SHORT-RANGE ESTIMATE

[In millions]
Adminis- Railroad Balance in
Calendar year Contributions Benefit trative retirement  Interest on  fund at end of
payments expenses financial fund 2 year3
interchange !
Actual data
$3,367 $1, 885 $8l . $417 $15, 540
3,819 2,194 8 ... 365 17,442
3,945 3, 006 8 ... 414 18,707
5,163 3,670 92 —3$21 7 20,576
, 71 3 119 -1 4 , 66
6,172 5,715 132 =5 526 22,519
, 82 7,347 4162 -2 556 22,393
7, , 32 4194 124 552 R
8, 052 5 184 282 532 20,141
10, 866 10,677 203 318 516 20,324
11,285 11, 862 239 332 8 19,725
12, 059 13, 356 256 361 526 18,337
14, 541 14,217 281 423 521 18,480
, 689 14,914 296 403 569 19,125
16, 017 16,737 328 436 593 18,235
20,658 18, 267 256 444 6 20, 570

Estimated data, House bill

$24, 251 $22,472 $409 $477 $913 $25, 836
27,294 24,159 405 525 1,009 29,050
28,497 25,123 415 616 1,150 32,543
32,089 26,126 427 605 1,386 38, 860
33,469 27,158 440 587 1,720 45, 864

Estimated data, Senate Finance Committee bill

$23,920 §23, 496 $438 $477 $882 $24, 425
28,250 26, 321 412 545 918 26,315
29,955 27,498 419 697 1,005 28,661
33,787 28,539 431 665 1,195 34,008
36, 540. 29,608 444 646 1,515 41,365

Estimated data, Senate bilt

$23,920 $24,178 $453 $477 $866 $23,712
28,275 27,162 423 547 868 24,7
29,955 28,191 428 741 917 26,235
33,787 29,259 440 710 1,070 30,683
36, 540 30,351 453 690 1,349 37,078

Estimated data, present law

1967 ..iiil $23,210 $19,635 $393 $508 $794 $24,038
24,085 20,247 378 477 960 27,981
28,004 21,053 393 492 1,192 35,239
29,270 21,901 404 483 1,522 43,243
30,070 22,778 416 460 1,902 51,561
30,884 23,676 429 459 2,315 60,196

LA r;legative figure indicates payment to the trust fund from the railroad retirement account, and a positive figure indi-
cates the reverse.

2 An interest rate of 3.75 percent is used in determining the level-costs, under the intermediate-cost long-range esti-
mates, but in developing the progress of the trust fund a varying rate in the early years has been used.

3 Not including amounts in the raifroad retirement account to the credit of the old-age and survivors insurance trust
fund. In millions of dollars, these amounted to $377 for 1953, $284 for 1954, $163 for 1935, $60 for 1956, and nothing for
1957 and thereafter. X i

1 These figures are artificially high because of the method of reimbursements between this trust fund and the disability
insurance trust fund (and, likewise, the figure for 1959 is too low).

Note: Contributions include reimbursement for additional cost of noncontributory credit for military service and for
the special benefits payable to certain noninsured persons aged 72 or over.
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(5) DI income and outgo in near future

Table 8 shows the progress of the disability insurance trust fund
under present law and under the three versions of the bill. The trust
fund increases by significant smounts in all future years under each
of the three versions of the bill—especially as compared with present
law. This trend is the result of the increased allocation to this trust
fund from the combined old-age, survivors, and disability insurance
contribution rate, which more than offsets the i increased outgo due te
the benefit changes. The higher taxable earnings base also has an
increasing effect on the trust fund.

TABLE 8.—PROGRESS OF DISABILITY INSURANCE TRUST FUND, SHORT-RANGE COST ESTIMATE

[{n millions]
Adminis- Railroad Balance in
Calendar year Contributions Benefit trative retirement  Interest on  fund at end of
payments expenses financial fund 2 year
interchange t
Actual data

$702 $57 283 §7 $649
966 249 312 25 1,379
891 457 50 40 1,825
1,010 568 36 53 2,289
1,038 887 64 66 2,437
1,046 1,105 66 68 2,368

1,099 1,210 68 66 2,2
1,154 1,309 79 64 2,047
1,188 1,573 90 59 1,606
2,022 1,784 137 58 1,739

Estimated data, House bill
$3,215 $2,278 $128 $21 $100 $2,951
3,488 2,496 120 22 140 , 941
3,607 2,611 122 23 184 , 976
3,732 2,717 126 26 231 6, 070
3,849 2,821 132 30 279 7,215
Estimated data, Senate Finance Committee bill
$3, 254 $2,334 $157 $21 $99 $2,905
3,619 2,747 128 22 135 3,762
3,17 2,888 126 26 174 4,673
3,918 3,012 129 31 215 5,634
4,191 3,133 135 36 260 6,781
Estimated data, Senate bill
$3,254 $2,412 $166 $21 $96 $2, 815
3,619 2,904 135 23 127 3.499
3,717 3,121 133 29 156 4,149
3,918 3,324 136 37 184 , 754
4,191 3,461 142 43 213 5,512
Estimated data, present law

$2,313 $1,920 $107 $31 $73 $2,067
2,359 2,039 114 21 86 , 338
2,436 2,155 116 24 96 2,575
2,512 2,260 119 26 106 2,788
2,591 2,357 123 29 115 2,985
2,665 2,449 129 32 122 3,162

L A negative figure indicates payment to the trust fund from the railroad retirement account, and a positive figure indi-
cates the reverse.
2An interest rate of 3.75 percent is used in determining the levei-costs under the intermediate-cost long-range
, but in devel the progress of the trust fund a varying rate in the early years has been used.
3 These f figures are arhfnaally low b of the method of reimbur: the trust fund and the old-age
and survivors insurance trust fund (and, likewise, the figure for 1959 is too high).

Note: Contributions include reimbursement for additional cost of noncontributery-credit for military service
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(6) Increases in benefit disbursements in 1968-72, by cause

The increases in the total benefit disbursements of the old-age,
survivors, and disability insurance s%stem in 1968 as a result of the
changes that the House-approved bill would make are shown in
table 9. The corresponding figures for the Senate Finance Committee
bill and the Senate bill are shown in tables 10 and 11. In each instance,
the major portion of the increase is due to the general benefit increase.

TABLE 9.—ESTIMATED ADDITIONAL OASDI BENEFIT PAYMENTS IN CALENDAR YEARS 1968, 1969, AND
‘ 1972 UNDER HOUSE BILL

{In millions]
Item 1968 1969 1972

General benefit increase._ . ... ... $2,117 $2,948 $3,328
Benefit increase for transitional insured.___.__.___._____. 5 7 5
Benefit increase for transitional noninsured_ .. _.__..____ 39 43 25
Liberalized benefits with respect to women workers_____. 64 89 100
Special disabllity insured status underage 31.______.___ 53 72 7
Disabled widow's benefits at age 50_ . ... 45 63 72
Earnings test liberalization__ .______.____.______..._... 140 21 244

Total o iciiiics 2,463 3,443 3,851

Note: It is assumed that the general benefit increase and all other changes except the earnings test liberalization are
effective for March 1968 (with 1st payment in next month).

TABLE 10.—ESTIMATED ADDITIONAL OASDI BENEFIT PAYMENTS IN CALENDAR YEARS 1968, 1969, AND 1972
UNDER SENATE FINANCE COMMITTEE BILL

{In millions]
Item 1968 1969 1972

General benefit increase L i iiamaoos $4,245 $4,789
Benefit increase for transitional insured 1__ _ 16 20 15
Benefit increase for transitional noninsured *____.. 156 89
Liberalized benefits with respect to women workers 1. 92 103
Special disability insured status under age 311____ 74 79
Disabled widow's benefits®______________.__ 90 103
Earnings test liberalization.._._......._..._... 450 691
Reduction of minimum eligibility age from 62 to 60 2.. 555 522
Sgecial benefits for blind persons2___.__.._._____._ 165 210
Child disability benefits for those disabled at ages 18-21 8 10

Total. e cedceceeas 5, 855 6,611

1 Effective for March 1968 (Ist ?a ment in next month).
2 Effective for December 1968 (1st payment in next month).

TABLE 11.—ESTIMATED ADDITIONAL OASD! BENEFIT PAYMENTS IN CALENDAR YEARS 1968, 1969, AND 1972,
UNDER SENATE BILL

[In millions}
Item 1968 1969 1972

General benefit increase ! ... ... ... $3, 057 $4,245 $4,789
Benefit increase for transitional insured ' _ . _______________.._._.__ 16 20 15
Benefit increase for transitional noninsured % .. ... ... 140 156 89
Liberalized benefits with respect to women workers ... _......__ 67 92 103
Special disabillty insured status underage 31\ . ___ . ... 55 74 79
Disabled widow's benefits :.___ .. ... ... 93 135 155
Earnings test liberalization__ .. ... ... ... 770 1,218 1,341
Reduction of minimum eligibility age from 62t0 602 __ _.__.__._._____ ____...______ 555 522
sRecial‘bene_ﬁts for blind persons 2. ... .o i oLl 182 231
Child disability benefits for those disabled at ages 18-21 1. - 6 8 10
Mother's and wife's benefits for children in high school 3. 29 42 55
Elimination of new definition of disability ¢.____..____._________.____ 70 129 291

Total oo 4,303 6,853 7,680

1 Effective for March 1968 (first payment in next month).

2 Effective for December 1968 (first payment in next month). .

3 Effective for second month after month of enactment (first payment in next month).
4 The cost of the elimination of the new special definition of disability for widow's (and widower’s) benefits is included
in the figure for disabled widow's benefits, above.
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(7) Long-range operations of OASI trust fund

Table 12 gives the estimated operation of the old-age and survivors
insurance trust fund under the program as it would be changed by
each of the three versions of the bill for the long-range future, based
on the intermediate-cost estimate. Tt will, of course, be recognized
that the figures for the next two or three decades are the most reliable
(under the assumption of level-earnings trends in the future) since
the populations concerned—both covered workers and beneficiaries—
are already born. As the estimates proceed further into the future,
there is, of course, much more uncertainty—if for no reason other
than the relative difficulty in predicting future birth trends—but it is
desirable and necessary nonetheless to consider these long-range possi-
bilities under a social insurance program that is intended to operate
in perpetuity.
TABLE 12.—ESTIMATED PROGRESS OF OLD-AGE AND SURVIVORS INSURANCE TRUST FUND UNDER SYSTEM AS

MODIFIED BY BILL, LONG-RANGE COST ESTIMATES, INTERMEDIATE ESTIMATES

{In millions]
Adminis- Railroad Balance in
Calendar year Contributions Benefits trative retirement  Intereston  fund at end
payments expenses financial fund 2 of year
interchange !
House bill
$33,334 $28,222 $446 $450 $1,513 $46, 620
36,199 32, 505 490 300 2,521 74,399
41,019 41,318 576 120 4,045 115, 539
47,837 46, 523 631 10 5,526 157, 384
62,053 75,297 930 -90 10,984 304. 366

$36, 068 $30, 994 $452 $435 $1,224 $38, 880
39,605 35,467 496 280 2,246 67,333
44,871 44,947 583 90 3,825 109. 957
52,337 50,967 638 -20 5,279 151, 557
67,893 84,874 941 -120 9,292 256,778

Senate bill
$36, 060 $31,744 $452 $450 $1,008 $32.615
39, 605 36,313 496 290 1,791 54,334
44,875 46, 000 582 95 2,743 79,534
52, 332 52,158 638 —15 3,213 93,333
67,893 86,791 941 -115 1,980 53,239

1 A negative figure indicates payment to the trust fund from the railroad retirement account, and a positive figure indi-
cates the reverse.
2 At interest rates of 3.75 percent.

Note: Contributions include reimbursement for additional cost of noncontributoty credit for military service before
1957. No account is taken in this table of the outgo for the srecial benefits payable to certain noninsured persons aged 72
or over or for the additional benefits payable on the basis of noncontributory credit for military service after 1967—or of
the corresponding reimbursement therefor, which is exactly counterbalancing from a long-range cost standpoint. For
the purposes of this table, itis d that the tmeat date is in December 1967.

In every year after 1967 for the next 20 years, contribution income
under the system as it would be modified by each of the three versions
of the bill is estimated to exceed old-age and survivors insurance
benefit disbursements. Even after the benefit-outgo curve rises ahead
of the contribution-income curve, the trust fund will nonetheless con-
tinue to increase because of the effect of interest earnings (which
more than meet the administrative expense disbursements and any
financial interchanges with the railroad retirement program). As a
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result, this trust fund is estimated to grow steadily under the inter-
mediate long-range cost estimate (with a level-earnings assumption),
reaching well over $100 billion under each of the versions of the bill
and continuing to grow for a number of years thereafter. However,
under the Senate bill, the fund begins to decline after about 2015 and
is exhausted 15 years later.
(8) Long-range operations of DI trust fund

The disability insurance trust fund, under the program as it would
be changed by each of the three versions of the bill, grows slowly but
steadily after 1967, according to the intermediate long-range cost
estimate, as shown by table 13. Under the Senate Finance Committee
bill and under the Senate bill, the fund reaches a peak and then
declines until it is exhausted after a few years. The maximum size
under the Senate bill is $2} billion, and the exhaustion point is 1980.

TABLE 13, —ESTIMATED PROGRESS OF DISABILITY INSURANCE TRUST FUND UNDER SYSTEM AS MODIFIED BY
BILL, LONG-RANGE COST ESTIMATES, INTERMEDIATE ESTIMATES

[In millions)
Adminis- Railroad Balance in
Calendar year Contributions Benefit trative retirement  [nterest on  fund at end of
payments expenses financial fund 2 year
interchange !
House bill
$3, 525 $3,130 $131 —-$10 §228 $6,733
3,827 3,551 133 ~16 316 9,149
4,335 4,074 138 -20 509 14,573
5,054 4,991 162 -20 774 21,887
6,542 7,260 233 -20 743 20, 808

$3,797 $3,557 $133 —$6 $175 $5,251

4,123 4, 063 139 —~10 213 6,250

; 4.708 145 —15 239 6,994

5, 445 5,787 170 —~15 225 6, 555
7,043 8,338 245 ~15 ® [6)

Senate bill

$3,796 $3, 956 $149 ... $59 $1,871
4123 4,518 155 Z§ (4; [0
4,670 5,238 161 -9 E‘ 1)
5. 445 6,433 189 -3 ) 0]
7,083 9,273 273 -9 ® @

17 negative figure indicates payment to the trust fund from the railroad retirement account, and a positive figure indi-
cates the reverse.

: At interest rates of 3.75 percent.

* Fund exhausted in 2008.

4 Furnd exhausted in 1980.

iiote: Contributions include reimbursement for additional cost of noncontributory credit for military service before 1957,
Ho account is taken in this table of the outgo for the additional benefits payable on the basis of noncontributory credit for
military service after 1967—or of the corresponding reimbursement therefor, which is exactly counterbalancing from a
fong-range cost standpoint. For the purposes of this table, it is assumed that the enactment date is in December 1967.
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I1. AcruariaL Cost EstiMaTES FOR THE HosPITAL INSURANCE SYSTEM
A. INTRODUCTION

This portion of the report presents actuarial cost estimates for the
hospital insurance system as it would be amended by the bill. The
three versions of the bill differ to some extent as to the benefit provi-
sions (and, accordingly, also as to the financing provisions), although
in general the structures of the program are similar.

The major changes in present law by the House bill—insofar as
actuarial cost aspects are concerned—are as follows:

(1) The outpatient diagnostic benefits would be moved to the
supplementary medical insurance system.

(2) The maximum duration of hospital benefits in a spell of
illness would be increased from 90 days to 120 days, with the
additional 30 days being subject to cost-sharing of $20 per day
(initially).

(3) T{le maximum taxable earnings base would be increased to
$7,600 per year for 1968 and after.

(4) The contribution rate would be increased for all years after
1968 by 0.1 percent for each party (employers, employees, and
self-em ploye(B .

From an actuarial cost standpoint, the major changes made by the
Senate Finance Committee bill as compared with the House bil]l, are
as follows:

(1) In lieu of increasing the maximum duration of hospital
benefits from 90 days to 120 days (with $20 per day cost sharing),
a “lifetime reserve’” of 60 days, with $10 per day cost sharing
(initially), would be provided.

(2) The maximum taxable earnings base would be increased to
$8,000 in 1968, $8,800 in 1969-71, and $10,800 in 1972 and after.

(3) The contribution rate would be 0.1 percent higher for each
party in 1968 than in the House bill, the same in 1969-75, and
lower in 1976 and after (such decrease being 0.15 percent in 1987
and after). Such decrease would be possible because of the higher
earnings bases than in the House bill.

The Senate bill made the following important change, from a cost
standpoint, in the Senate Financa Committee bill:

(1) The reimbursement basis for hospitals and extended care
facilities would be increased so as to be, optionally, on the basis
of the average daily cost for patients of all ages (instead of being
based on such cost for medicare patients only), to be effective
July 1, 1968.

B. SUMMARY OF ACTUARIAL COST ESTIMATES

The hospital insurance system as it would be amended by each of the
three versions of the hill Kas an estimated cost for benefit payments
and adrministrative expenses that is in long-range balance with con-
tribution income. It is recognized that the preparation of cost estimates
for hospital and related benefits is much more difficult and is much
more subject to variation than cost estimates for the cash benefits
of the old-age, survivors, and disability insurance system. This is so
not only because the hospital insurance program is newly established
but also because of the greater number of variable factors involved
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in a service-benefit programn than in a cash-benefit one. However,
it is believed that the present cost estimates are made under conserv-
ative assumptions with respect to all foreseeable factors.

The present cost estimates are based on considerably higher assump-
tions as to hospital costs than were the original estimates, which were
prepared in 1965 at the time that the system was established. At that
time, the sharp increases that have occurred in such costs in 1966—67
were not generally predicted by experts in the field. The current
assumptions are based on the testimony of several experts, as will
be discussed subsequently.

These cost estimates also contain revised assumptions as to the
initial level of earnings in 1966 and as to future interest-rate trends.
These assumptions are the same as those used in the revised cost esti-
mates for the old-age, survivors, and disability insurance system,
described elsewhere in this report. Also, the new cost estimates for
the hospital insurance system are based on the revised estimates of
beneficiaries aged 65 and over under the old-age, survivors, and disa-
bility insurance program. The latter show somewhat fewer aged bene-
ficiaries relative to the covered population with respect to whom
contributions are payable; accordingly, the cost of the hospital insur-
ance system is reduced on account of this factor (although only partly
offsetting the effect of hospital-cost trend assumptions).

The new cost estimates contain the assumption that, in the inter-
mediate-cost estimate, admlmstratlve expenses will be 3}4 _percent of
the benefit payments, which is the anticipated experience in 1967-78
(as against the assumption of 3 percent in the original estimates).
The administrative expenses for the low-cost and high-cost estimates
are assumed to be the same proportion as in the intermediate-cost
estimate.

The new cost estimates also take into account the small additional
cost arising from the reimbursement bases for hospitals and extended
care facilities that are now in effect being somewhat higher than was
assumed in the original cost estimates.

The cost estimates presented here are developed on the same bases
as those that were used in the committee report for the bill that was
approved by the House of Representatives (H. Rept. 544), with one
exception. At the hearings before the Senate Finance Committee on
August 24, 1967, in answer to a question put by Senator Williams of
Delaware, it was brought out that the original estimate for the
extended care facility benefit—$25 to $50 million for calendar 1967—
was low since actual experience indicated that the figure would
probably be of the magnitude of $250 to $300 million a year (Hearings,

page 371).

Unhke the cost estimate presented in the House report, the esti-
mates in this report (in the text and pertinent tables for present law
and for the House bill) reflect the new cost assumptions based on
the actual experience. The increased cost so included is about $250
million in 1967 for insured persons, and increasing amounts in later
years. There would also be a proportionate increased cost for the
uninsured. More details on this change in actuarial cost assumption

will be given later.
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C. FINANCING POLICY

(1) Financing basts

The contribution schedule contained in the Senate bill (and in the
Senate Finance Committee bill) for the hospital insurance program,
under an $8,000 base in 1968, an $8,800 taxable earnings base in
1969-71, and $10,800 in 1972 and after, is as follows, as compared
with that of present law (with an earnings base of $6,600) and with
that of the House bill (zvith an earnings base of $7,600 in 1968 and
after):

[In percent]
Combined employ ployee rate Self-employed rate
Calendar year Present House Senate! Present House Senate ¢
aw ill bil aw bill bill
1.0 1.0 1.0 0.50 0.50 0.50
1.0 1.0 1.2 .50 .50 .60
1.0 1.2 1.2 .50 .60 .60
1.1 1.3 1.3 55 .65 65
1.2 1.4 1.3 60 .70 65
1.4 1.6 1.5 70 .80 75
1.6 1.8 1.5 80 .90 75

t Same rates in Senate Finance Committee biil.

The combined employer-employee rate under the Senate bill
would be 0.2 percent higher in 1968-75 than under present law, 0.1
percent higher in 1976-86, and 0.1 percent lower in 1987 and after.
These increases, along with the additional income from the higher
earnings bases, would finance the increased cost of the present pro-
gram that results from the higher hospitalization-cost assumptions
used in the current estimates, as compared with those used when the

rogram was initiated in 1965. The lower ultimate rate is possible
gecause of the higher earnings bases under the Senate bill. Except
in 1968, the Senate bill has the same or lower rates than the House
bill; this is primarily due to the financing effect of the higher earnings
bases under the Senate bill.

The hospital insurance program is completely separate from the
old-age, survivors, and disability insurance system 1n several ways,
although the earnings base is the same under both programs. First,
the schedules of tax rates for old-age, survivors, and disability insur-
ance and for hospital insurance are in separate subsections of the
Internal Revenue Code (unlike the situation for old-age and survivors
insurance as compared with disability insurance, where there is a
single tax rate for both programs, but an allocation thereof into two
portions). Second, the hospital insurance program has a separate
trust fund (as is also the case for old-age and survivors insurance and
for disability insurance) and, in addition, has a separate Board of
Trustees from that of the old-age, survivors, and disability insurance
system. Third, income tax withholding statements (forms W—2) show
the proportion of the total contribution for old-age, survivors, and
disability insurance and for hospital insurance that is with respect to
the latter. Fourth, the hospital instirance program covers railroad
employees directly in the same manner as other covered workers,
and their benefit payments are paid directly from this trust fund
(rather than directly or indirectly through the railroad retirement
system), whereas these employees are not covered by old-age, survivors,
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and disability insurance (except indirectly through the financial inter-
change provisions). Fifth, the financing basis for the hospital insur-
ance system is determined under a different approach than that used
for the old-age, survivors, and disability insurance system, reflecting
the different natures of the two programs (by assuming rising earnings
levels and rising hospitalization costs in future years instead of level-
earnings assumptions and by making the estimates for a 25-year
period rather than a 75-year one).
(2) Self-supporting nature of system

Just as has always been the case in connection with the old-age,
survivors, and disability insurance system, the Congress has very
carefully considered the cost aspects of the present hospital insur-
ance system and proposed changes therein. In the same manner, the
Congress believes that this program should be completely self-
supporting from the contributions of covered individuals and em-
ployers (the transitional uninsured group covered by this program
have their benefits, and the resulting administrative expenses, com-
pletely financed from general revenues). Accordingly, the Congress
very strongly believes that the tax schedule in the law should make the
hospital insurance system self-supporting over the long range as
nearly as can be foreseen, and thus actuarially sound.

(8) Actuarial soundness of system

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

One major difference in this concept as it applies between the two
different systems is the greater difficulty in making forecast assump-
tions for a service benef%t than for a cash benefit. Although there is
reasonable likelihood that the number of beneficiaiies aged 65 and over
will tend to increase over the next 75 years when measured relative to
covered population (so that a period of this length is both necessar
and desirable for studying the cost of the cash benefits under the old-
age, survivors, and disability insurance program), it is far more dif-
ficult to make reasonable assumptions as to the long-range trends of
medical care costs and practices. For this reason, cost estimates for the
hospital insurance program have been projected for only 25 years into
the future, rather than 75 years asin the cost estimates for the old-age,
survivors, and disability insurance system.

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

D. HOSPITALIZATION DATA AND ASSUMPTIONS

(1) Past increases in hospital costs and in earnings

Table 14 presents a summary comparison of the annual increases in
hospital costs and the corresponding increases in wages that have
occurred since 1954 and up through 1966.

The annual increases in earnings are based on those in covered
employment under the old-age, survivors, and disability insurance
system as indicated by first quarter taxable wages, which by and
large are not affected by the maximum taxable earnings base. The
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data on increases in hospital costs are based on a series of average
daily expense per patient day (including not only room and board
but also other inpatient charges and other expenditures of hospitals})
prepared by the American Hospital Association.

TABLE 14.—COMPARISON OF ANNUAL INCREASE IN HOSPITAL COSTS AND IN EARNINGS

{In percent]
Increase over previcus year
Year Average wages Average daily
in covered hospitalization
employment ! costs 2
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t Data are for calendar years (based on experience in first quarter of year).

2 Data are for fiscal years ending in September of year shown. When the data are adjusted on a calendar-year basis,
the increase from 1965 to 1966 was determined to be 11.0 percent.

3 Rate of increase compounded annually that is equivalent to total relative increase from 1954 to 1963.

The annual increases in earnings Huctuated somewhat over the
10-vear period up through 1963, although there were not very large
deviations from the average annual rate of 4 percent; no upward or
downward trend over the period is discernible. The annual increases
in hospital costs likewise fluctuated from year to year during this
period, around the average annual rate of 6.7 percent.

During the period 195463, hospital costs increased at a faster rate
than earnings. The differential hetween these two rates of increase
fluctuated widely, being as high as somewhat more than 5 percent in
some years and as low as a negative differential of about 1 percent in
1956 (with the next lowest differential being 2 positive one of about 1
percent in 1962). Over the entire 10-year period, the differential of
the average annual rate of increase in hospital costs over the average
annual rate of increase in earnings was 2.7 percent.

In 1964-66, the increases in hospital costs as compared to the in-
crease in wages resulted in differentials that are in excess of the 2.7
percent applicable in 1954-63. The 1967 experience to date shows a
slightly higher rate of increase in hospital costs than did 1966.

In the future, earnings are estimated to increase at a rate of atout
3 percent per year. It is much more difficult to predict what the cor-
responding increase in hospital costs will be.

(2) Effect on cost estimates of rising hospital costs

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

In connection with this factor, there are possible counterbalancing
factors. The higher costs involved for more refined and extensive
treatments may be offset by the development of out-of-hospital
facilities, shorter durations of hospitalization, and less expense for
subsequent curative treatments as a result of preventive measures.
Also, 1t is possible that at some time in the future, the productivity
of hospital personnel will increase significantly as the result of changes
in the organization of hospital services or for other reasons, so that,
as in other fields of economic activity, the general wage level might
increase more rapidly than hospitalization prices in the long run.

Perhaps the major consideration in making actuarial cost estimates
for hospital benefits is that—unlike the situation in regard to cost
estimates for the monthly cash benefits, where the result is the oppo-
site—an unfavorable cost result is shown when total earnings levels
rise, unless the provisions of the system are kept up to date (insofar
as the maximum taxable earnings base is concerned). The reason for
this result is that hospital costs rise at least at the same rate over the
long run as the total earnings level, whereas the contribution income
rises less rapidly than the total earnings level, unless the earnings base
is kept up to date.

For these reasons, the following cost estimates are based on the
assumption that both hospital costs and wages will increase in the
future for the entire 25-year pericd considered, while at the same time
the earnings base will not change from the bases proposed in each of
the versions of the bill. The fact that, under both present law and
the bill, the cost-sharing provisions (the initial hospital deductible and
coinsurance features) are on a dynamic basis, which automatically
varies after 1968 in accordance with changes in hospital costs, results
in lower estimated costs than if these provisions were on a static,
unchanging basis.

(3) Assumptions as to relative trends of hospital costs and earnings
underlying cost estimates

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

Several estimates of the short-term future trend of hospital costs
have been made by experts in this field. All of these are well above the
rate of 5.7 percent per year until 1970 that was assumed in the initial
cost estimates for the program made when it was enacted in 1965. The
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American Hospital Association has estimated an annual rate of in-
crease of as much as 15 percent for the next 3 to 5 years. The Blue
Cross Association has made a corresponding estimate of 9 percent per
year in the period up to 1970.

Three sets of assumptions as to the short-term trend of hospital
costs have been made for the cost estimates presented here. These are
shown in table 15. In each case, the annual rates of increase are as-
sumed to merge with those used in the initial cost estimates for the
program for 1971 for the low-cost and intermediate-cost assumptions
and 1973 for the high-cost assumptions—namely, increases slightly
above the increases in the earnings level from these dates until about
1975, and then the same increases. The low-cost set of assumptions
yields about the same result as the Blue Cross prediction, while the
high-cost set corresponds to the highest American Hospital Associa-
tion prediction. The intermediate-cost set is used to develop the
financing provisions of the bill.

TABLE 15.—ASSUMPTIONS AS TO FUTURE RATES OF INCREASE IN HOSPITAL COSTS

lin percent}

Calendar year Low cost Intermediate cost High cost
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(4) Assumptions as to hospital utilization rates underlying cost estimates

The hospital utilization assumptions for the cost estimates in this
report are founded on the hypothesis that current practices in this
field will not change relatively more in the future than past experience
has indicated. In other words, no account is taken of the possibility
that there will be a drastic change in philosophy as to the best med-
ical practices, so as, for example, to utilize in-hospital care to a much
greater extent than is now the case.

The hospital utilization rates used for the cost estimates are the
same as those used in the Initial cost estimates for the program.
Analysis of the actual experience for the first 6 months of operation
(the last half of 1966) seems to indicate that it is close to the original
assumptions, although somewhat higher.

(5) Assumptions as to hospital per diem rates underlying cost estimates

The average daily cost of hospitalization that is used in these cost
estimates is computed on the same basis as the corresponding figures
in the initial cost estimates that were prepared when the legislation
was enacted in 1965. Specifically, an average of about $38.50 per day
was used for the reimbursement principles under present law for 1966
and was projected for future years in the manner described previously.
Analysis of the experience for 1966, for which complete data are not
yet available, indicates that this assumption was close to what actually
occurred, although possibly somewhat higher.



31

(6) Assumptions as to extended care facility benefits underlying cost
estimates

The limited experience that is available to date in regard to the ex-
tended care facility benefits indicates that their cost will be consider-
ably in excess of the initial estimates. It now appears that these benefits
wiﬂyamount to about $250 to $300 million in the first year of operation
(calendar year 1967) as against the estimate of $25 to $50 million. The
a})parent major reason for this difference is the much larger number
of facilities that qualified than had been expected according to the
estimate. It should also be recognized that the original estimate was
made on the basis of relatively little data, since this type of benefit
had not been widely provided previously.

Accordingly, the cost estimates have been modified by increasing
the estimatedy benefit outgo in 1967, as presented in previous cost esti-
mates, by $250 million with respect to insured persons (and a pro-
portionate amount for noninsured persons). This figure is increased
each future year up through 1975 by the assumed increases in hos-
pitalization costs. After 1975, the same assumption as to hospitaliza-
tion-cost increases is continued, but the resulting figure is gradually
scaled down until it is taken as zero for 1990 (since the estimate for
that year already includes the ultimate costs for extended care facility
benefits). Appropriate corresponding assumptions are made for the
noninsured group, taking into account its decreasing size (as well as
its greater relative use of the extended care facility benefits).

E. RESULTS OF COST ESTIMATES

(1) Level-costs of hospital and related benefits

Table 16 shows the level-cost of the hospital and related benefits
under the three versions of the bill as a percentage of taxable payroll.
These figures are based on the assumptions that the earnings base as
incorporated in the particular bill wiﬁ not change in the future and
that both hospitalization costs and general earnings will continue to
rise during the entire 25-year period considered in the cost estimates.
Also shown in table 16 are the level-equivalents of the contribution
schedules and the net actuarial balances of the system.

TABLE 16. LEVEL-COST ANALYSIS FOR HOSPITAL INSURANCE TRUST FUND, UNDER VARIOUS VERSIONS OF BILL

. Level-cost of Level-equiva- Actuarial
Bill benefits lent of con- balance
tributions

Present law, original estimate._. . ... ... .. .. 1.23 1.23 0.00
Present law, revised estimate.._. 1.54 1.23 —-.31
House bill_ ... _____________ 141 1.41 .00
Senate Finance Committee bil 1.23 1.34 +.11
Senate bill 1.30 1.34 +. 04

Tidi Ao iediat
1) rative exp

It should be recognized that the vast majority of the level-cost of
the benefit payments relates to inpatient hospital benefits. Most of
the remaining cost is attributable to extended care facility benefits,
with home health service benefits representing only & small portion.
Currently, inpatient hospital benefits account for about 90 percent of
total benefit outgo. In later years, it seems quite possible that there
will be much greater use of posthospital extended care services and
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posthospital home health services (particularly the former), thus
tending to reduce the use of hospitals and, therefore, the cost of the
inpatient hospital benefits.

The estimated level-cost of the system is reduced by 0.01 percent of
taxable payroll as a result of transferring the outpatient diagnostic
benefits to the supplementary medical insurance system. The other
changes in the benefit provisions of this program would not have any
significant effect on the long-range costs. The cost of providing further
days of hospital benefits beyond 90 days in a spell of illness—as is done
in one form or another in all three versions of the bill—is relatively
small. On the other hand, the modified reimbursement basis in the
Senate bill has a significant cost. Table 17 summarizes these changes
in the cost of the program and also gives data as to the value of the
contribution schedules and the resulting actuarial balances.

TABLE 17.—CHANGES IN ACTUARIAL BALANCE OF HOSPITAL INSURANCE SYSTEM, EXPRESSED IN TERMS OF
ESTIMATED LEVEL-COST AS PERCENT OF TAXABLE PAYROLL, BY TYPE OF CHANGE, INTERMEDIATE-COST
ESTIMATE, PRESENT LAW AND BILL, BASED ON 3.75 PERCENT INTEREST

fIn percent}
Senate
Item House Finance Senate
bill Committee bill
bill
Actuarial balance of present system_ ... . ___._.___..__.._. —0.31 —0.31 —0.31
Increase in taxable earnings base..._........____ +.12 +.31 +.31
Revised contribution schedule_.__..___.._...____ +.18 +.11 +.11
Transfer of outpatient diagnostic benefits to SM!___ +.01 +.01 +.01
Further hospital benefits beyond 90 days____...... (0] —. 01 —.01
Modified reimbursement basis_ ... . . ... (O] ® —. 07
Total effect of changes inbill.__...__.. ... +.31 +. 42 +.35
Actuarial balance under bill- ... ... .. .. ..... .00 +.11 +.04

1 Less than 0.005 percent. .
2 Not contained in this version of bill.

The estimated level-cost of the system is increased by 0.07 percent
of taxable payroll as a result of the new optional reimbursement basis
for hospitals and extended care facilities, which would permit the use
of average per diem costs for persons of all ages (rather than being on
the basis of actual costs for beneficiaries aged 65 and over). The
legislative history seemed to indicate that, when this new basis is
used, the present 2-percent factor for otherwise unrecognized costs
(115 percent for proprietary institutions) would be discontinued. If
this is not the case, then the increase in the level-cost for this change is
estimated at 0.10 percent of taxable payroll, and the actuarial balance
for the Senate bill (shown in table 17) would be +.01 percent instead
of +.04 percent.

As indicated previously, one of the most important assumptions in
the cost estimates presented herein is that the earnings base is as-
sumed to remain unchanged after it has been increased as provided
by the particular version of the bill, even though for the remainder of
the period considered (up to 1990) the general earnings level is assumed
to rise at a rate of 3 percent annually. If the earnings base does rise in
the future to keep up to date with the general earnings level, then the
contribution rates required would be lower than those scheduled in the
particular bill under consideration. In fact, if this were to occur, the
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steps in the contribution schedule beyond the combined employer-
employee rate of 1.2 percent would not be needed.

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

(2) Future operations of hospital insurance trust fund

Table 18 shows the estimated operation of the hospital insurance
trust fund under the three versions of the bill and under present law
under the intermediate-cost estimate.

Under the estimate for present law, the hospital insurance trust
fund reaches a peak of $1.3 billion in 1967; then, it decreases, being
exhausted in 1970. This trend results from the assumption that
hospital costs are now hypothesized to rise much more rapidly than
in the initial cost estimates for the program that were made in 1965,
which showed the system to be in exact actuarial balance.

Under each of the three versions of the bill, the balance in the trust
fund increases steadily in the future. In 1990, under the House bill,
the balance in the fund represents the disbursements for 1.0 years at
that time; the corresponding figures for the Senate Finance Committee
bill and the Senate bill are 3.3 years and 1.8 years, respectively.

F. COST ESTIMATE FOR HOSPITAL BENEFITS FOR NONINSURED PERSONS
PAID FROM GENERAL FUNDS

Hospital and related benefits are provided not only for beneficiaries
of the old-age, survivors, and disability insurance system and the
railroad retirement system, but also for almost all other persons aged
65 and over in 1966 (and for many of those attaining this age in the
next few years) who are not insured under either of these two social
insurance systems. Such benefit protection is provided to any person
aged 65 before 1967 who is not eligible as an old-age, survivors, and
disability insurance or railroad retirement beneficiary, except for cer-
tain active and retired Federal employees who are eligible (or had
the opportunity of being eligible) for similar protection under the
Federal Employees Health Benefits Act of 1959 and except for certain
short-residence aliens.

Under present law, persons meeting such conditions who attain age
65 before 1968 also qualify for the hospital benefits, while those attain-
ing age 65 after 1967 must have some old-age, survivors, and disability
insurance or railroad retirement coverage to qualify—namely, 3 quar-
ters of coverage (which can be acquired at any time after 1936) for
each year elapsing after 1965 and before the year of attainment of
age 65 (e.g., 6 quarters of coverage for attainment of age 65 in 1968,
9 quarters for 1969, etc.) This transitional provision “washes out”
under present law for men attaining age 65 in 1974 and for women
attaining age 65 in 1972, since the fully insured status requirement for
monthly benefits for such categories is then no greater than the special-
insured status requirement.
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TABLE 18.—ESTIMATED PROGRESS OF HOSPITAL INSURANCE TRUST FUND, INTERMEDIATE-COST ESTIMATE

[In miltions}
Calendar year Contributions Benefit payments Administrative  Interest on Balance in fund
expenses und at end of year
Actual data
1966, o ... $1,911 $767 1457 $34 $1,121
Estimated data, Senate bill

$2,943 $2,683 $94 $45 $1,332

. , 308 112 63 .
4,396 3,874 128 86 , 506
4,604 4,243 140 100 2,821
4,790 4,573 151 107 3,000
5,263 4,904 162 114 3311
5,993 5,233 173 132 4,030
6,245 5, 559 184 156 4,688
6, 497 5 194 176 5, 283
7,397 244 2 8,939
10,458 9, 262 306 586 16, 635
11,968 11,559 382 801 22,021

Estimated data, Senate Finance Committee bill
$2,943 $2,683 $94 $45 1,332
. . 112 68 1

4,396 3,655 128 103 2,839
4,604 4,003 140 129 3,422
4,790 4,314 151 148 3,888
5,263 4,626 162 167 4,523
5,993 4,937 173 18% 5,598
6,245 5,244 184 207 6,644

6,497 5,551 194 221 y
9,009 6,978 244 400 13,957
10,458 8,738 306 684 25, 404
11,968 10, 905 382 998 36, 026

Estimated data, House bill

$2,943 $2,683 $94 $45 $1,332

, , 190 112 48 1,
4,120 3,636 127 1,823
4,348 3,982 139 69 2,119
4,518 4,292 150 76 2,211
4,680 4,602 161 76 2,263
5,216 4,912 172 78 2,474
5,442 5,216 183 81 2,598
5, 627 5,522 193 81 2,591
, 6,940 243 121 4,271
9,103 8,690 304 246 7,376
11, 441 10, 843 380 363 10,693

1967 ... ... $2,943 $2,683 $94 $45 $1,332
1968, oo , 3,208 112 43 ,
1969, .. .. . ... 3,274 3,655 128 26 722
1970, _.........l. 3,394 4,003 140 ® ®)
1970, . ... 3,516 4,314 151 Ez ®
1972 ... 3,637 4,626 162 2 )
1973 ool 4,100 4,937 173 Ez) )
1974 ... 4,270 5,244 184 2 0]
1975 .. ___..llll. 4,405 5,551 194 ) )
1980 ...l .. 6,379 6,978 244 (2) ®)
1985 ... lC 7,231 8,738 306 ( 2)
1990 .. ._.ll0 9,172 10, 905 382 @ @

! including administrative expenses incurred in 1965.
2 Fund exhausted in 1970.

Note: The transactions relating to the noninsured persons, the costs for whom is borne out of the general funds of the
Treasury, are not included in the above figures, The actual disbursements in 1966, and the balance in the trust fund by the
end of the year, have been adjusted by an estimated $174,000,000 on this account.
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Under each of the three versions of the bill, these requirements for
noninsured persons would be liberalized. Such persons attaining age 65
in 1968 would need only 3 quarters of coverage, 1969 attainments
would need only 6 quarters of coverage, etc. The “wash out” points
would be for men attaining age 65 in 1975 and women attaining age 65
in 1974. This change would make an additional 5,000 persons who
attain age 65 in 1968 eligible for hospital benefits.

The benefits for the noninsured group would be paid from the hos-
ital insurance trust fund, but with simultaneous reimbursement there-
or from the general fund of the Treasury on a current basis, or if not

simultaneous, with appropriate interest adjustment.

The estimated cost to the general fund of the Treasury for the hos-
pital and related benefits for the noninsured group (including the
applicable additional administrative expenses) is as follows for the
first 5 calendar years of operation (in millions):

Senate
Calendar year Present House Finance Senate
law bill Combmlittee bill
i

$174 $174 $174 $174
439 439 439 439
468 465 468 482
474 471 474 501
462 459 462 489
434 432 434 459
405 403 408 428

1 Data are for last 6 months of year (estimate based on actual experience).

The estimated cost to the general fund of the Treasury decreases slowly
after 1969 for the closed group involved. Offsetting, in large part, the
decline in the number of eligibles blanketed-in are the increasing hos-
pital utilization per capita as the average age of the group rises and
the increasing hospital costs in future years. It may be noted that the
cost is estimated to be about the same under each of the three versions
of the bill as under present law, because the cost effect of the changes
made by the bill is relatively negligible (see the previous discussion).

II1. AcruariaL CosT EsTiMATES FOR CoMBINED OLD-AGE, SURVIVORS,
Disasinity, Axp HospiTAL INSURANCE SYSTEM FOR 1968 aAxD 1969

This section compares the benefit outgo and the contribution in-
come in 1968 and 1969, under the three versions of the bill and under
present law for the old-age, survivors, and disability insurance
systern and the hospital insurance system combined. Such a com-
bination is meaningful since each of these two systems is financed
by payroll taxes (unlike the supplementary medical insurance sys-
tem). The hospital insurance benefit outgo for noninsured persons is
not included, because it is reimbursed on a current basis by the gen-
eral fund of the Treasury.
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The pertinent data are as follows:

{1 billions]
Contribution Excess of
Basis income Benefit outgo contributions
over benefits
Calendar year 1968:
Present law._ . ... $29.6 $25.5 $4.1
House bill:
1f effective for all 12 months 30.8 28.7 2.1
If effective for last 9 months only 1 30.8 21.9 2.9
Senate Finance Committee bill. .. __ 312 29.0 2.2
Senate bill 31.2 29.9 1.3
Calendar year 1969:
Present law_ . ... L. ... 33.7 26.9 6.8
House bill___..____. 34.9 30.3 4.6
Senate Finance Committee bill 36.3 32.7 3.6
Senate bill. .. 36.3 34.0 2.3

180 that benefit increase would be effective for March (as in the Senate Finance Committee bill and Senate bill).

TV. Actuarial Cost ESTIMATES FOR THE SUPPLEMENTARY
MepicaL INSURANCE SyYSTEM

A. INTRODUCTION

This portion of this report presents the actuarial cost estimates for
the voluntary supplementary medical insurance program as it would
be modified by each of the three versions of the bill.

Frcm a cost standpoint, the only significant changes that were made
in the House bill were as fcllcws:

(1) The transfer of the outpatient diagnostic benefits from the
hospital insurance program to this program (except for the pro-
fessional component thereof, which has always been included
in the supplementary medical insurance program).

(2) Making the deductible and coinsurance provisions inappli-
cable to the professional component of pathology and radiology
services furnished to inpatients in hospitals.

The Senate Finance Committee bill added the following provisions
that are significant from a cost standpoint:

(1) Covering the services of chiropractors,

(2) Extending the coverage of physical therapy benefits fur-
nished outside of hospitals.

The Senate bill added one provision that would have a small cost
effect, as follows:

(1) Covering the services of clinical psychologists (even though
without referral of a physician and not billed through a physician—
the latter services being now covered),

B. SUMMARY OF ACTUARIAL COST ESTIMATES

Each of the three versions of the bill have expanded somewhat the
protection provided by the supplementary medical insurance program.
The increase in cost for these changes, which would be effective after
March 1968, will be recognized by the Secretary of Health, Educa-
tion, and Welfare in his determination of the standard premium rate
for the period after March 1968. Under the House bill, the future
period to which the new rate would be applicable would be April
1968 through December 1969. Under the Senate bill (as also under
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the Senate Finance Committee bill), the new rate would be for April
1968 through June 1969, which in accordance with the provisions of
present law, as modified by the bill, will be promulgated before Jan-
uary 1, 1968, along with a statement of the actuarial assumptions
and bases underlying the determined premium rate.

C. FINANCING POLICY

(1) Self-supporting nature of system

Coverage under supplementary medical insurance can be voluntarily
elected, on an individual basis, by virtually all persons aged 65 and
over in the United States. This program is intended to be completely
self-supporting from the premiums of enrolled individuals and from
the equal-matching contributions from the general fund of the Treas-
ury. For the initial period, Julyv 1966 through March 1968, the premium
rate is established at $3 per month, so that the total income of the
system per participant per month is $6. Persons who do not elect to
comeinto the system at as early a time as possible will generally have to
pay an additional charge on enrollment, under the provisions of the
committee-approved bill. The standard monthly premium rate can
be adjusted for periods after March 1968 so as to reflect the expected
experience, including an allowance for a margin for contingencies.
All financial operations for this program are handled through a
separate fund, the supplementary medical insurance trust fund.

Under the present law and under the House Lill, the standard
premium rate (for persons enrolling in the earliest possible enrollment
period) is generally to be established for 2-year periods in the future—
namely, for April 1968 through December 1969 and then for each
following 2-calendar-year period. Under the Senate bill, this basis
would be changed to an annual one on a permanent basis—namely,
for April 1968 through June 1969 and then for 12-month periods begin-
ning with July 1969 and each July thereafter. Thus, the premium
periods will not correspond with the benefit periods, which are on a
calendar-year basis. This will make the actuarial analysis underlying
the promulgation of the premium rates more difficult. It will probably
be necessary first to compute the estimated premium rates on calendar-
vear bases and then to prorate them for the applicable premium period.
For example, under this procedure, the premiumrateto be determined
for the period July 1969 through June 1970 would be the average of the
premiumn rates estimated to be suitable for calendar vears 1969 and
1970 (if the premium period had been on that calendar-year basis).

The present law provides for the establishment of an advance
appropriation from the general fund of the Treasury that will serve
as an initial contingency reserve in an amount equal tc $18 (or 6
months’ per capita contributions from the general fund of the Treas-
ury) times the number of individuals who were estimated to be eligible
for participation in July 1966. This amount, which is approximately
$345 million (of which $100 million has actually been appropriated),
has not actually been transferred to the trust fund and will not be
transferred unless, and until, some of it would be needed. This con-
tingency amount is available only during the first 18 months of
operations (July 1966 through December 1967), and any amounts
actually transferred to the trust fund would be subject to repayment
to the general fund of the Treasury (without interest).
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Under each of the three versions of the bill, the availability of the
contingency reserve would be extended for 2 years, through December
1969. It is anticipated that none of the authorized and apploplmted
funds will be needed, but the Congress believes that it is desirable to
take this action so that the premiuin rate to be established for periods
after March 1968 can be set at an intermediate level, rather than at a
level that is certain to be adequate even if experience follows the high
estimates. It may be noted that it has not yet been possible to make a
full analysis, on an accrual basis, of the actual experience for the first
year of operation (July 1966 through June 1967), so as to determmine
whether and to what extent a contingency reserve has been built up.
In the event that the operations in the 21-month period when the initial
$3 premium rate is effective show a deficit on an acerual basis, this
should be made up from the inclusion of a small amount in the pre-
mium rates in the next few years. It should be observed that the system
may well have a considerable trust-fund balance on a cash basis—
due to the lag in presenting and adjudicating claims—even though
it may have a deficit on an accrual basis.

In any event, the Congress believes that there should be no need
for any further extension of this contingency-reserve provision after
1969. By then, either sufficient contingency funds should be built
up by the euslano financing provisions, or else this will be able to be
accomplished from the future premium rates being set at a proper
level, based on adequate experience which will be ‘available by that
tlme.

(2) Actuarial soundness of system

The concept of actuartal soundness for the supplementary medical
insurance system is somewhat different than that for the old-age, sur-
vivors, and disability insurance system and for the hospital insurance
system. In essence, the first-mentioned system is on a “current cost”
financing basis, rather than on a “long-range cost’’ financing basis. The
situations are essentially different because the financial support of the
supplementary medieal insurance system comes from a premium rate
that is subject to change from time to time, in accordance with the
experience actually developing and with the experience anticipated in
the near future. The actuarial soundness of the supplementary medical
insurance program, therefore, depends only upon the “short-term”
premium rates being .1deq1mte to meet, on an accrual basis, the benefit
payments and administrative e\penxea over the period for ‘which they
are established (including the accumulation and maintenance of a
contingency fund).
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D. RESULTS OF COST ESTIMATES

The bill makes a number of changes in the benefit provisions of the
supplementary medical insurance program, some of which expand the
scope of the program, whereas several limit 1t slightly. The only changes
which have a significant cost effect are as follows, along with the cost
per participant per month relative to the current $6 monthly premium
rate (for the participant and the Government combined):

Iiem

Changes made by House bill: Cost
Nonprofessional component of outpatient diagnostic services.___________ $0. 12
Elimination of cost-sharing for inpatient pathology and radiology._.._____ .20
Total, House bill . _ L ______._ .32
Additional changes made by Senate Finance Committee bill: N
Chiropractor services. .. _ . __ oo ____ .20
Extending coverage of physical-therapy services benefits_ .______________ . 05
Total, Senate Finance Committee bill____ ______________________ .57

The cost of covering the services of clinical psychologists (even
though without referral of a physician and not billed through a
physician)—as added by the Senate bill—is estimated at $0.01 per
month per capita or less (taking into account that the same special
cost-sharing and maximum-benefit provisions would be applicable as
relate to services of psychiatrists). The cost of covering certain limited
services furnished by podiairists (as provided under all three versions
of the bill) and by optometrists (as provided under the Senate Finance
Committee and Senate versions) would similarly be very small.

The total cost of $0.57 per month per capita relative to the current
$6 monthly premium rate will probably be increased to about $0.71
when the likely increase in the standard premium rate for the period
after March 1968 is taken into account. This total cost of $0.71 per
month per capita is equivalent to an annual cost of $153 million with
respect to 18 million participants (half of which cost comes from the
general fund of the Treasury). O ‘
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House of Representatz’ves

agreeing votes of the two Houses there-
on, and appoints Mr. Long of Louisiana,
Mr, SMATHERS, Mr. ANDERSON, Mr. GORE,
Mr. TALMADGE, Mr. WILLIAMS of Delaware,
Mr. Carrson, and Mr. Cuortis to be the
conferees on the part of the Senate.

MESSAGE FROM THE SENATE

The message also announced that the
Senate had passed with amendments in
which the concurrence of the House is
requested, a bill of the House of the fol-
lowing title:

H.R. 12080. An act to amend the Social
Security Act to provide an increase in bene-
fits, under the old-age, survivors, and disa-
bility insurance system, to provide bengfits
for additional categories of individuals, to
improve the public assistance program and
programs relating to the welfare and health
of children, and for other purposes,

The message also announced that the
Senate insists upon its amendments to
the bill (H.R. 12080) entitled “An act to
amend the Social Security Act to provide
an increase in benefits under the old-age,
survivors, and disability insurance sys-
tem, to provide benefits for additional
categories of individuals, to improve the
public assistance program and programs
relating to the welfare and health of chil-
dren, and for other purposes,” requests
a conference with the House on the dis-

H 15817
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APPOINTMENT OF CONFEREES ON
H.R. 12080, SOCIAL SECURITY
AMENDMENTS OF 1967

Mr. MILLS. Mr. Speaker, I ask unani-
mous consent to take from the Speaker’s
table the bill (H.R. 12080) to amend the
Social Security Act to provide an in-
crease in benefits under the old-age,
survivors, and disability insurance sys-
tem, to provide benefits for additional
categories of individuals, to improve the
public assistance program and programs
relating to the welfare and health of
children, and for other purposes, with
Senate amendments thereto, disagree to
the Senate amendments and agree to
the conference requested by the Senate.

The SPEAKER. Is there objection to
the request of the gentleman from
Arkansas? The Chair hears none, and
appoints the following conferees: Messrs.

CONGRESSIONAL RECORD — HOUSE

Mirrs, King of California, Boacas, KArs-
TEN, HERLONG, BYRNEs of Wisconsin,
Curms, UtT, and BETTS.

December 4, 1967
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MESSAGE FROM THE HOUSE

The message also announced that the
House disagreed to the amendments of
the Senate to the bill (H.R. 12080) to
amend the Social Security Act to pro-
vide an increase in beneflts under the
old-age, survivors, and disability insur-
ance system, to provide benefits for addi-
tional categories of individuals, to im-
prove the public assistance program and
programs relating to the welfare and
health of children, and for other pur-
poses; agreed to the conference asked
by the Senate on the disagreeinng votes
of the two House thereon, and that Mr.
MiLLs, Mr. KinG of California, Mr.
BoGGs, Mr. KARSTEN, Mr. HERLONG, MTr.
BYRNEs of Wisconsin, Mr. CURTIS, Mr.
Urr, and Mr. BETTs were appointed
managers on the part of the House at
the conference.
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SENATE AMENDMENTS TO H.R. 12080

Bill

page

11

16-19

17

20

20~-21

21

22

Amend-
ment
No.

(1)

()

(3-5 and
7-15)

(6)

(16, 18-
20, and
23)

(17, 21-
22, and
24)

(25)

(26)

Description

New table of contents.

TITLEI-OLD-AGE, SURVIVORS,
DISABILITY, ANDHEALTH
INSURANCE

INCREASE IN BENEFITS

Committee amendment—Increases social se-
curity benefits by 15 percent with minimum
primary insurance amount of $70. House bill
provided 12)%-percent increase with minimum
primary insurance amount of $50.

Committee amendment—Effective date for
benefit increase. Under Senate amendment bene-
fit increase would be effective for March 1968.
House bill would make 1t effective for second
month after month of enactment.

Conforming with amendment No. 2.

SPECIAL BENEFITS FOR PERSONS AGE 72 AND OVER

Committee amendment—Increases special ben-
efits payable to uninsured people who attained
age 72 prior to 1968 from $35 a month to $50 for
an individual. House bill would have increased
this amount to $40.

Committee amendment—Inecreases special ben-
efits payable to uninsured people who attained
age 72 prior to 1968 from $17.50 a month to $25
for a spouse. House bill would have increased
this amount to $20.

Committee amendment—Increase in special
benefits for uninsured would be effective for
March 1968. House bill would have been effective
for second month after month of enactment.

MAXIMUM AMOUNT OF SPOUSE’S BENEFIT

Conforming amendment—Effective date for
limitation on maximum amount of husband’s or
wife’s benefits, conforming with amendment No. 3.

(1)
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page

22

46

55

56
56

57

Amend-
ment
No.

27)

(28)

(29)
(30)

(31)

(32)
(33-35)

(36)

Description
DISABLED WIDOWS

Committee amendment-—Provides full-rate
(82% percent of the deceased spouse’s prim
insurance amount) benefits to disabled widows
and widowers regardless of age. Benefits would
be first payable for March 1968. House bill pro-
vided reduced benefits (ranging from 50 to 82%
percent of the primary insurance amount) start-
ing at age 50, effective for second month after
month of enactment.

REDUCED BENEFITS AT AGE 60

Committee amendment—Provides actuarially
reduced benefits for both men and women at age
60, with benefits first payable for December 1968.
No comparable provision in House bill.

YOUNG DISABLED WORKERS

Technical—Renumbering.

Conforming amendment—Effective date for
change in insured status for younger disabled
workers, conforming with amendement No. 3.

UNIFORMED SERVICES

Technical—Renumbering.

EARNINGS TEST

Technical—Renumbering.

Floor amendment by Senator Bayh—Increases
from $1,500 a year to $2,400 the amount a person
may earn and still get full social security benefits.
The House bill would have increased the amount
to $1,680 a year.

WAGE BASE INCREASE

Committee amendment—Increases the amount
of earnings subject to social security taxes and
which can be used in benefit computtaions from
$6,600 a year to $8,000 in 1968, to $8,800 in
1969, and to $10,800 in 1972 and thereafter.
House bill would have increased amount to
$7,600 in 1968 and thereafter.



Bill
page

66

76

77

Amend-
ment
No.

(37)

(38)

(39)

Description
TAX RATE CHANGES

Committee amendment—Provides new sched-
ule of social security taxes. The schedules in
present law, the House bill, and the Senate bill
are shown in the following table:

TAX SCHEDULE UNDER PRESENT LAW, THE HOUSE BILL
AND THE SENATE BILL

{In percent]
OASDI HI Total
Period
Pres- |[House | S8en- | Pres- | House | S8en- | Pres- [House | Sen-
ent | bill ate | ent | bill ate | ent | bill ate
law bill | law bill | law bill
Employer-employee, each
1068. ... __ 139 39|38 {056 0.5 {08 |4.4 4.4 4.4
1069-70_ .. __ 4.4 4.2 4.2 .6 .8 .6 | 4.9 4.8 4.8
1971-72..... 4.4 4.6 | 4.8 5 .6 8 {4.9 5.2 5.2
1973-75..... 4.85 50| 5.0 56 .66 686 | 5.4 5.66 | 6.65
1976-79..__. 4.85 5.0 | 5.056 [] .7 651545 8.7 5.7
1980-86. ... 4.85 5.0 5.056 7 .8 751 6.86| 58 5.8
1987 and
after______ 4.85 5.0 | 5.05 8 .9 .75 | 6.66 | 5.9 5.8
Self-employed
5.9 59|68 |05 0.5 {0.6 [6.4 6.4 6.4
6.8 6.3 (63 .5 .6 .6 171 6.9 6.9
6.6 69|69 [ .6 .6 |71 7.5 7.5
7.0 7.0| 7.0 55| .65 .65 1755 7.66 | 7.65
7.0 7.0 | 7.0 6 .7 .65 7.6 7.7 7.65
7.0 7.0| 7.0 7 .8 16| 7.7 7.8 7.75
7.0 7.0 7.0 8 .9 751 7.8 7.9 7.76

NOTE.—Maximum taxable earnings base under present law is $6,600.
Maximum taxable earnings base under House bill is $7,600, beginning in
1968. Maximum taxable earnings base under Senate bill is $8,000 in 1968,
$8,800 in 1969-71, and $10,800 in 1972 and after.

ALLOCATION TO DI TRUST FUND

Technical—Renumbering.

DISABILITY FREEZE APPLICATIONS

Committee amendment—Extends the period of
time in which a person may file an application
for the disability freeze (but not for monthly-
disability benefits) if the person was prevented
by a physical or mental condition from filing an
application within the period specified in present
law or the law in effect prior to the enactment of
the 1965 amendments. No comparable provision
in the House bill.



Bill
page

79

81

82

82

83-84

84

Amend-
ment
No.

(40)

(41)

(42)

(43)

(44-46)

(47)

Description
MARRIED STUDENT

Committee amendment—Provides that a
child’s benefits shall not terminate (as they gen-
erally do under present law) when the child
marries if the child is a full-time student; in the
case of a girl beneficiary, the amendment would
apply only if her husgand is also a full-time
stlﬁdent. No comparable provision in the House
bill.

ADOPTED CHILDREN

Floor amendment by Senator Allott—Provides
that a child adopted by a person who is getting
disability insurance benefits can become entitled
to child’s benefits if (@) the adoption takes place
in the United States, (b) it was under the super-
vision of a public or private child-placement
agency, (¢) the disabled individual had resided in
the United States for the year prior to the adop-
tion, and (d) the child is under 18 at the time of
the adoption. No comparable provision in the
House bill.

MOTHER’S BENEFIT

Floor amendment by Senator Nelson—Provides
that a child over age 18 shall be considered to be
in his mother’s care, for purposes of paying
mother’s benefits, if the child is a full-time stu-
dent in an elementary or secondary school. No
comparable provision in House bill.

DELAYED RETIREMENT STUDY

Floor amendment by Senator Allott—Provides
that the Social Security Administration shall
make a study and report to Congress on increas-
ing old-age insurance benefits on account of de-
layed retirement. No comparable provision in

House bill.
COVERAGE OF RELIGIOUS

Committee amendment—Retains provision of
present law which excludes from coverage mem-
bers of religious orders who have taken a vow of
poverty. House bill would have provided a
method of coverage for such members on the
same basis as other clergymen, unless they elected
not to be covered.

Committee amendment—Provides that a
clerg?'man may also elect not to be covered under
social security if he is opposed to such coverage



Bill
page

85

88

89

91

92

93

Amend-
ment

No.
(47)

(48)

(49)

(50)

(51)

(52)

Description

on grounds of religious principle, or on conscien-
tious grounds. House bill provided for objection
only on conscientious grounds.

STATE AND LOCAL EMPLOYEES

Committee amendment—Provides a 3-year ex-
tension, through 1969, for election of social secur-
ity coverage by State and local employees who
did not previously do so under the provisions
which permit a State to cover only those employ-
ees who desire coverage.

RETIRED PARTNERS

Technical—Editorial.

POLICEMEN AND FIREMEN

Committee amendment—Provides for includ-
ing Puerto Rico in the list of the States which
may provide social security coverage for police-
men and firemen—amendment includes provision
to reflect floor amendment by Senator Curtis
which provides for retroactive social security
coverage for certain firemen in Nebraska for
whom social security taxes were erroneously paid.

FIREMEN

Committee amendment—Provides that social
security coverage can be extended to firemen in
States not specifically authorized to cover them
if the Governor of the State certifies that the total
benefit protection of firemen would be improved
as a result of such coverage. However, the divided
retirement system could not be used and the fire-
men would have to be brought into coverage as
a separate group and not as part of a group which
includes persons other than firemen. No com-
parable provision in House bill.

VALIDATION OF EARNINGS OF PUBLIC EMPLOYEES

Committee amendment—Provides that when
a State makes a social security coverage agree-
ment it may validate coverage of earnings of
State and local employees which had been er-
roneously reported if no refund has been made of
the taxes on the earnings reported. No compar-
able provision in House bill.



Bill
page

94

97

99

100

Amend-
ment
No.

(53)

(54)

(55)

(56-59)

Description
JUSTICES OF THE PEACE

Committee amendment—Provides social se-
curity coverage as self-employed individuals to
State and local government. employees who are
compensated sole%y on a fee basis (e.g., constables
and justices of the peace). People in fee-basis
positions in 1968 could elect not to be covered,
and States could modify their coverage agree-
ments to exclude from coverage fee-basis em-
ployees who are now covered. No comparable
provision in the House bill.

FAMILY EMPLOYMENT

Committee amendment—Provides for extend-
ing social security coverage with respect to em-
ployment performed in the private home of the
employer by a parent in the employ of his son or
daughter where there is a bona fide employment
relationship and where the son or daughter

(a) is a widow or widower,

(b) is divorced, or

(¢) has a disabled spouse,
and has a child who is under age 18 or who is dis-
abled. No comparable provision in the House bill.

MASSACHUSETTS TURNPIKE AUTHORITY

Committee amendment—Provides that the
State of Massachusetts may modify its social
security coverage agreement so as to terminate
the coverage now provided for employees of the
Massachusetts Turnpike Authority. If coverage
is terminated, it may not be reinstated at a later
date. No comparable provision in the House bill,

PHYSICIANS PAYMENT—MEDICARE

Committee amendment—Modifies the pro-
vision in the House bill which provides for
physician payment under the medical insurance
program. Under present law, payment may be
made only to the physician upon assignment or
to the patient upon presentation of a receipted
bill. House bill provic})ed for retention of present
law provisions and added new alternatives for
payment to the physician or patient on the basis
of an unpaid bill. Under Senate amendment
only two methods of payment would be provided:
anment either directly to the patient on the

asis of an itemized bill (which could be either
receipted or unpaid) or directly to the physician
as under the present assignment methocF.



Bill
page

101

103

105

107
107
108
108
108
108
108
109
110

111
111
112

113

114

Amend-
ment
N

60)

(61)

(62)

(72)
(73-74)
(75)

(76)

(77)

~1

Description

Effective date—Claims pending on basis of
nonreceipted bill as of date of enactment may be
paid, instead of being returned to beneficiary (as
under House bill).

PODIATRISTS

Committee floor amendment—Would limit the
purposes for which a podiatrist is considered a
physician only for definition of covered physicians’
services.

PROSTHETIC LENSES

Committee amendment—Modifies House bill
which prevented payment for the costs of pro-
cedures to determine refractive state of eyes so
as to permit payment for services or procedures
involved in fitting prosthetic lenses.

OUTPATIENT HOSPITAL SERVICES IN PART B

Technical—Relettering.

Conforming with amendment No. 88.

Technical —Renumbering.

Conforming with amendment No. 88.

Technical—Editorial.

Conforming with amendment No. 88.

Technical—Editorial.

Conforming with amendment No. 88.

Effective date advanced to April 1, 1968 to
reflect passage of time; except that date of ter-
mination of requirement of initial physician’s
certification for hospital care is date of enact-
ment rather than December 31, 1967 as under
House bill.

BILLING FOR HOSPITAL SERVICES

Technical.

Conforming with amendment No. 90.

Effective date advanced to April 1968 to coin-
cide with effective date of new part B premium.

RADIOLOGICAL AND PATHOLOGICAL CHARGES
FOR INPATIENTS

_Effective date advanced to April 1968 to coin-
cide with effective date of new part B premium.

PHYSICAL THERAPISTS

Committee amendment—Expands the pro-
visions of the House bill which added coverage of
physical therapy when provided in a patient’s



Bill
page

114

121-122

123, 126

130

Amend-
ment

No.
(77)

(78-79)

(80-83)

(84)

Description

home under the supervision of a hospital. Under
present law, such services may be provided by or
through home health agencies. The amendment
would also cover outpatient physical therapy
services furnished by physica{) therapists em-
ployed by or under an agreement with and
un(fer the supervision of other providers of serv-
ices, approved clinics, rehabilitation centers, or
local public health agencies. Under the committee
amendment the patient would not have to be
homebound for the physical therapy services to be
covered.
BLOOD

Committee amendment—Modifies the pro-
vision in the House bill which requires that the
patient replace 2 pints of blood for the first pint
of blood received for purposes of the 3-pint de-
ductible. (In effect, 4 pints would have to be
replaced for the 3 pints used.) Under the Senate
biﬁ, replacement would be on a pint-for-pint basis,
as under present law.

ADDITIONAL HOSPITAL DAYS

Committee amendment—Modifies the provi-
sion of the House bill which would extend the
number of inpatient hospital days covered during
a “spell of illness’”” from 90 to 120 days, with a $20
coinsurance requirement from the 91st day
through the 120th day. Instead, there would be
provided a lifetime reserve of 60 additional days
of hospital care after the 90 days covered in a
“spell of illness” have been exhausted. Coinsur-
ance of $10 for each day would be applicable to
such added days of coverage. Under both bills,
the additional days would be available after
December 31, 1967.

ALTERNATIVE METHOD OF REIMBURSEMENT

Floor amendment by Senator Miller—Provides.
that the average per diem method of calculating
reimbursement may be used, effective July 1,
1968, at option of provider of services, under
medicare. Secretary shall take into account the
per diem cost prevailing in the community for
comparable quality and %evel of service. No com-
parable provision 1n House bill.



Bill
page

131

138

144

Amend-
ment
No.

(85)

(86)

(87)

Description

PARTNERSHIP FOR HEALTH—DEPRECIATION
ALLOWANCES

Committee amendment—Provides that reim-
bursement under medicare or medicaid for depre-
ciation or interest on debt would not be available
for certain capital expenditures of hospitals or
other health facilities where such expenditures
have been specifically disapproved by a State’s
partnership for health agency (Public Law 89-
749), effective with respect to expenditures made
after June 30, 1970 (or earlier at the request of a
State). The amendment does not compel any
State to specifically disapprove capital expendi-
tures—assumption of that function is at the
option of the State. No comparable provision in
House bill.

MEDICARE FOR PUBLIC EMPLOYEES

Committee amendment—Adds a provision per-
mitting States to contract with the Secretary of
Health, Education, and Welfare for hospital in-
surance coverage for State and local govern-
mental employees, retired or active (and their
dependents and survivors), age 65 or over who
do not otherwise qualify for medicare. States
would reimburse the medicare program for the
costs of benefits paid and administrative expenses
incurred with respect to such coverage. No com-
parable provision in House bill.

NONPARTICIPATING HOSPITALS

Committee amendment—Adds a provision
permitting payment for services received in cer-
tain nonparticipating hospitals. At present, pay-
ments may be made to participating hospitals, and
in an emergency case, to a nonparticipating hos-
pital which meets certain standards, but only if
such nonparticipating hospital agrees to accept
reasonable cost reimbursement as full payment.

The Senate bill permits direct reimbursement to
be made to an individual who was furnished
hospital services in a nonparticipating hospital
during the 18-month period ending December 31,
1967. This coverage would not apply to non-
emergency admissions occurring after 1967.
Payment would be limited to 60 percent of the
room and board charges and 80 percent of the
hospital ancillary charges for up to 20 days in
each spell of illness (subject to the $40 deductible



Bill
page

144

148

151

Amend-
ment
No.

(87)

(88)

(89)

10

Desecription

and other statutory payment limitations in
present law) if the hospital did not formally parti-
cipate in medicare prior to January 1, 1969. If it
did participate in medicare prior to that date and
if it applied its utilization review plan to the serv-
ices for which medicare benefits are being claimed
(and which were provided before its regular par-
ticipation started) up to the full 90 days of
coverage could be reimbursable in behalf of or to

the beneficiary. No comparable provision in
House bill.

PAYMENTS FOR EMERGENCY HOSPITAL SERVICES

Committee amendment—Provides for benefits
on a basis essentially comparable to those de-
scribed in the transitional benefit authorized
under amendment 87. This would apply to emer-
gency admissions occurring on or after January 1,
1968, as an alternative to the coverage of emer-
gency care provided under present law. Hospi-
tals could apply for payment on a reasonable
cost basis, as under present law, or if the hos-
pital did not apply, the patient could obtain
payment directly, under the new provisions, on
the basis of 60 percent of room and board and
charges and 80 percent of ancillary services
charges.

With respect to both this and the preceding
amendment, a new definition would be used for
hospitals eligible under the transitional and
emergency care provisions. A qualifying hospital
must have a full-time nursing service, be licensed
as a hospital, and be primarily engaged in
providing medical care under the supervision of a
doctor of medicine or osteopathy. This definition
is retroactive to July 1, 1966, so that some
hospitals which today would be ineligible to
receive paglrment for emergency services may
receive such payments on behalf of beneficiaries
back to the beginning of the program, provided
they apply for such payments. If such payments
are not applied for, the patient would be paid
directly under the new payment provisions. No
comparable provision in House bill.

MEDICARE IN CANADA AND MEXICO

Committee amendment—Adds a provision
which would permit direct payment of hospital
insurance benefits to a resident of the United
States for up to 20 days of inpatient hospital
services furnished with respect to admissions



Bill
page

151

154

155

Amend-
ment
No

(89)

(90)

(91)

11

Description

occurring after March 31, 1968, in a country con-
tiguous to the United States by a hospital which is
not more than 50 miles from the border of the
continental United States. In the case of non-
emergency care, the hospital would have to be the
one nearest to the patient’s residence suitable to
treat his illness. The amendment also provides
that payment may be made for emergency in-
patient hospital services furnished outside the
United States in a hospital within 50 miles of the
border if the hospital was the closest one suitable
for treatment and the emergency occurred no
more than 50 miles outside the United States
(present law provides emergency coverage outside
the United States only if the emergency occurs in
the United States). Benefits would be payable for
the services covered under this provision only on
the basis of an application for reimbursement filed
by the medicare beneficiary and only if the hos-
pital met standards which are essentially com-
parable to thoserequired of hospitals participating
under the program in the United States. No
comparable provision in House bill.

CERTAIN INPATIENT ANCILLARY SERVICES

Committee amendment—Adds a provision
which would permit payment under the supple-
mentary medical insurance program for presently
noncovered ancillary hospital and extended care
facility services, principally X-ray and laboratory
services, furnished after March 31, 1968, to a
patient who has exhausted his eligibility for such
services under part A of the program. Payment
would be made for these services under the usual
part B provisions applying to the $50 deductible
and 20-percent coinsurance. No comparable pro-
vision in House bill.

GENERAL ENROLLMENT PERIOD

Committee amendment—Adds a provision ef-
fective January 1, 1969, under which the general
enrollment periods of the supplementary medical
insurance program would be placed on an annual
basis, rather than biennial. The enrollment period
would run from January 1 through March 31,
rather than October 1 through December 31, as
under present law. The Secretary would deter-
mine and promulgate during December of each
year the premium rate which would be applicable



Bill
page

155

159

160

Amend-
ment
N

0.
(91)

(92)

(93)

12

Description

for a 12-month period to begin the following
July 1. When the Secretary promulgates the rate
for Fart B, he would also be required to issue a
public statement setting forth the actuarial as-
sumptions and bases upon which he arrived at
the rate.

Additionally, persons wishing to cancel part B
coverage could do so at any time, but such termi-
nation would not take effect until the close of the
calendar quarter following the quarter in which
the notice of withdrawal was filed.

Presently, termination may be made only dur-
ing a general enrollment period (every 2 years).
The amendment would also substitute a flat one-
time late enrollment penalty of up to 3 months’
premium in lieu of the 10- or 20-percent addi-
tional monthly premium charge required under
present law. This provision becomes effective
within the present open enrollment period
ending March 31, 1968. No comparable provision
in House bill.

TB HOSPITALS

Committee amendment—Effective January
1968, eliminates provision in present law under
which days in a tuberculosis institution immedi-
ately before initial entitlement to hospital insur-
ance are counted against the days of coverage
for which an individual would otherwise be eligi-
ble. The amendment would make an individual’s
entitlement to hospital insurance benefits the
same if he received hospital services in a tuber-
culosis hospital as it would be if he received such
services in a general hospital. No comparable
provision in House bill.

OPTOMETRISTS

Committee amendment—Includes within the
definition of physician a licensed doctor of
optometry but only with respect to functions he
is authorized to perform by the State in which he
practices. No payment would be made for services
involving the diagnosis or detection of eye
diseases unless the optometrist is legally author-
ized to treat the disease, or for diagnostic services
where the optometrist provides no treatment.
Effective, under part B of medicare with respect
to services provided after March 31, 1968. No
comparable provision in House bill.
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161

162

163

164

165

Amend-
ment
No.

(94)

(95)

(96)

(97)

(98)

13

Description
CHIROPRACTORS

Committee amendment—Includes within the
definition of physician a licensed chiropractor
but only with respect to functions he is authorized
to perform by tﬁe State in which he practices.
Effective under part B of medicare with respect
to services provided after March 31, 1968. No
comparable provision in House bill.

PSYCHOLOGISTS

Floor amendment by Senator Harris—Includes
within the definition of physician a licensed or
certified psychologist but only with respect to
functions he is authorized to perform by the State
in which he practices. Effective, under part B of
medicare, with respect to services provided after
March 31, 1968. No comparable provision in
House bill.

ELIGIBILITY OF ADOPTED CHILD

Committee amendment—Makes the more lib-
eral eligibility provision for adopted children
contained in the House bill effective March 1968
(instead of second month after enactment), con-
forming with amendment No. 3.

CHILD’S DEPENDENCY ON MOTHER

Committee amendment—Makes the House
provision conforming dependency requirement of
female worker to those now provided for male
workers effective March 1968 (instead of second
month after enactment), conforming with amend-
ment No. 3.

RECOVERY OF OVERPAYMENTS

Committee amendment—Authorizes the Secre-
tary of HEW to recover overpaid benefits by
requiring the overpaid beneficiary or his estate
to refund the overpayment or by withholding

future benefits payable to him, his estate or to

any other person entitled to benefits on the
same earnings record. Under present law, over-
payments may be recovered from the overpaid
person while he is getting benefits; recovery
may not be made from any other person getting
benefits on the same account; there is no specific
provision for recovering an overpayment while
the beneficiary is alive if he is not getting benefits.
No comparable provision in House bill.’
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ERRONEOUS DEATH REPORTS

Committee amendment—Provides that all
benefits paid on the basis of official reports of
death issued by the Department of Defense will
be considered lawful payments even though it is
later determined that the person who was
reported dead is still alive. No comparable
provision in House bill

UNDERPAYMENTS

Committee amendment—Substitutes a uniform
order of distribution of unpaid amounts in place
of dual order of distribution in House bill,
as follows:

House bill

Cash benefits

Medicare (pt. B)

Senate bill

(1) To his surviving spouse if
she was entitled to benefits on
the same earnings record as the
deceased beneficiary.

(2) To his child or children (in
equal parts) if they were entitled
to benefits on the same earnings
record as the decreased bene-
ficiary. .

(3) To his parent or parents if
they were entitled to benefits on
the same earnings record as the
beneficiary.

(4) To the legal representative
of the decreased beneficiary’s
estate.

(5) To his surviving spouse not
entitled to benefits on the same
earnings record.

(6) To his child or children (in
equal parts) not entitled to
benefits on the same earnings
record. If none of the persons
mentioned in the bill exist, no
payment would be made.

In cases where a beneficiary who
has received services for which
payment is due him dies, and the
bill for such services has been paid
(but reimbursement under the
medical insurance program has
not been made) payment of the
medical insurance benefits to the
person who paid the bill would be
authorized. If payment could not
be made to the person who paid
the bill, payment would be made
to the legal representative of the
decreased beneficiary’s estate, if
any. If there is no legal representa-
tive, payment would be made to
relatives of the deceased individual
in the following order of priority:

(1) The surviving spouse living
with the deceased beneficiary at
the time of his death.

(2) A surviving spouse entitled
to a monthly social security
benefit based on the earnings of
the deceased beneficiary.

(3) The child or children of the
deceased beneficiary (in equal
parts).

Ifnone of the persons mentioned
in the hill exist, no payment would
be made.

1. Spouse living with individual
at time of his death or to spouse not
living with individual but entitled
to benefits on same earnings record.

2. Child entitled to benefits on
same earnings record.

3. Parent entitled to benefits on
same earnings record.

4. Spouse who was neither en-
titled to benefits on same earnings
record nor living with individual.

5. Child not entitled to benefits
on same earnings record.

6. Parent not entitled to benefits
on same earnings record.

7. Legal representative of indi-
vidual’s estate, if any.

8. Person related toindividual by
blood, marriage, or adoption
determined by éecretary to be
proper person to receive the pay-
ment due.

The Senate amendment would
before applying the order of

provide that
riority described

above amounts due under supplementary medical
insurance (pt. B) of medicare after the benefi-
ciary’s death be paid first to the person who paid
for the services or to the person who provided the
services. (If the person who paid for the services
is the decedent, the payment would be made
to the legal representative of his estate, if there
1s one.)
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Bill Amend-
page ment Description
No.
SIMPLIFICATION OF COMPUTATION

178 (102) Technical-—Renumbering. )

182 (103) Conforming amendment—Makes simplifica-
tion rules for survivors coming on rolls after en-
actment effective for March 1968, conforming
with amendment No. 3.

DEFINITION OF WIDOW, ETC.

184 (104) Technical—Renumbering.

186 (105) Conforming amendment—Makes more liberal
definition of widows, etc., in House and Senate
bills effective for March 1968, conforming with
amendment No. 3.

HUSBANDS AND WIDOWERS

187 (106) Technical-——Renumbering.

188 (107) Conforming amendment—Makes more liberal
eligibility rules for husbands and widowers in
House and Senate bill effective for March 1968,
conforming with amendment No. 3.

DEFINITION OF DISABILITY

188 (108) Technical—Renumbering.

189-192 (109-114) Floor amendment by Senator Metcalf—Deletes
the provision of the House bill providing (@) new
guidelines emphasizing the importance of the
medical factors in determining disability and
(b) a special definition of disability for widows and
widowers.

WOREKMEN’S COMPENSATION

193 (115) Technical —Renumbering.

194 (116) Conforming amendment—Makes more liberal
disability workmen’s compensation offset in
House and Senate bill effective March 1968, con-
forming with amendment No. 3.

MISCELLANEOUS
194-195 (117-118) Technical—Renumbering.

INTERNATIONAL TREATIES

197 (119) Committee amendment—Provides that the
present 5-year residence requirements that un-
insured people must meet in order to qualify for
(a) hospital insurance, or (b) for special age 72
payments, or (¢) the supplementary medical in-
surance, would not apply where they would be
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Description

contrary to treaty obligations of the United
States under treaties in effect on the date of en-
actment. No comparable provision in House bill.

ALIENS

Technical—Renumbering.

Committee amendment—Makes provision of
House bill relating to limitation on payments to
aliens outside the United States effective January
1969. Under House bill the provision relating
to the change in the 40 quarters of coverage and
10-year resident requirement would have been
effective 6 months after enactment, the provision
relating to future benefits to people in Communist
countries would have been effective for benefits

ayable after enactment, and the provision relat-
ing to past benefits due people m Communist
countries would have applied to benefits for
months before enactment.

ILLEGITIMATE CHILDREN

Committee amendment—Provides that the
benefits payable to a person on the effective date
of the 1965 amendments which were reduced
because an illegitimate child became entitled to
benefits under the 1965 amendments will not be re-
duced in the future. For people who became en-
titled after the effective date of the 1965 amend-
ments or become entitled in the future the
provisions of present law will apply. House
bill provided that benefits payable to illegiti-
mate children who became entitled to benefits
under the 1965 amendments could not exceed the
difference between the total amounts payable to
other persons and the family maximum amount.
Benefits gayable under Senate amendments will
be payable March, 1965 instead of second
month after date of enactment as in House bill.

ADVISORY COUNCILS

Technical—renumbering.

Committee amendment—Modifies the House-
passed provision relating to the time at which
Advisory Councils would be appointed and would
issue reports to provide that the Advisory Coun-
cils be appointed in 1969 and every 4 years
thereafter. The appointments could be made at
any time after JI;nuary 31 (rather than in
February as in the House bill). As in present law,
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the Senate amendment provides that each
Council would report to the Secretary not later
than the first day of the second year following the
year in which 1t is appointed. Interim reports
are also authorized. Under House bill, Council
must report in year it is appointed.

MISCELLANEOUS

Technical—Renumbering.

DISCLOSURE TO COURTS

Committee amendment—Modifies provision in
House bill relating to disclosure of address of
deserting father to make information available to
both courts in interstate support actions.

REPORTS TO CONGRESS

Technical—Renumbering.

GENERAL SAVINGS PROVISIONS

Committee amendment—Broadens savings
clause in House bill to include Senate amend-
ments. Under the provision, people on the
benefit rolls will not have their benefits reduced
because of the family maximum when new people
are added to the rolls under the new benefit
provisions.

EXPEDITED PAYMENTS

Committee amendment—Provides for the es-
tablishment of procedures to expedite the pay-
ment of cash benefits other than benefits based
on disability. The provision would not apply
where benefit checks have been cashed. No
comparable provision in House bill.

DRUG STUDY

Committee amendment—Requires the Secre-
tary to study and report to the Congress, prior
to January 1, 1969, the savings which might
accrue to the Government and the effects on the
health professions and on all elements of the drug
industry which might result from enactment of
two proposals relating to drugs: (1) a proposal
to cover prescription drugs under medicare
[S. 17, 90th Cong.}, and (2) a proposal to estab-
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lish, through a formulary committee, quality and
cost; control standards for drugs provided under
the various Federal-State assistance programs
and the hospital insurance part (pt. A) of the
medicare program [S. 2299, 90th Cong.]. No
comparable provision in House bill.

BLIND PERSONS

Committee amendment—Changes the defini-
tion of disability for the blind so that a person
who is “industrially blind” (i.e., visual acuity of
20/200 or less) can be entitled to disability in-
surance benefits if he has at least 6 (}uarters of
coverage. A person who qualifies would be paid
benefits regardless of whether he engages in
substantial gainful work. No comparable pro-
vision in House bill.

DISABLED CHILD

Committee amendment—Provides child’s in-
surance benefits for an otherwise qualified dis-
abled child if his disability began after age 18
but before age 22. Under present law, a person
must have become disabled before age 18 to
qualify for childhood disability benefits as the
son or daughter of an insured disabled, retired, or
deceased worker. No comparable provision in
House bill.

ATTORNEY'S FEES

Floor amendment by Senator Ervin—Authorizes
the Secretary of HEW to fix a reasonable fee for
the services in administrative proceedings pro-
vided an applicant for social security benefits by
an attorney and to pay such attorney’s fee out of
past-due benefits. The fee could not exceed the
smaller of (¢) 25 percent of the past-due benefits,
(b) the fee fixed by the Secretary, or (c) the
amount agreed to by the applicant and the
attorney. No comparable provision in House bill.

TITLE II—PUBLIC WELFARE AMENDMENTS
FAMILY SERVICES PLAN

Committee amendment (line 4 on p. 224
through comma on line 16)—Requires that States
provide a program of family services and child
welfare services to AFDC family. Under existing
law. program has to be supplied to children only.

Floor amendment by Senator Kennedy (N.Y.),
page 224 (lines 16 through 19)—Prowvides that
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such a program is to assist AFDC recipients (1)
attain or retain capability for self-support and
care and (2) maintain and strengthen family life
and child development.

Committee amendment—Changes words “ille-
gitimate births” to “births out of wedlock”.

New subparagraph (B) added by the Senate
amendment conforms to the work incentive pro-
gram established by amendment 198, which
provides that the evaluation of employment
potential of participants will be carried out by
the Labor Department rather than the welfare
agency, as the House bill would require. Child
care and family planning services would be pro-
vided by the welfare agency under both bills.

New subparagraph (C) added by the Senate
amendments provides a statutory rule that family
planning services must be voluntary with the
individual. The House committee report indicated
a similar intent.

Technical—Relettering.

Conforming with amendment No. 146.

Committee amendment—Modifies House pro-
vision so that local agencies administering State
plan need not have a single organizational unit to
administer child welfare and family services.

Committee amendment—Changes words ‘“il-
legitimate child” to “‘a child born out of wedlock”’.

Committee amendment—Makes 75 percent
matching applicable to child and family services
provided under family development plan de-
scribed by amendment 146.

Technical—Relettering.

Technical—Drafting simplification.

Committee amendment—Plan of services for
AFDC families must be in effect by July 1, 1968
(or earlier if State plan so provides). House bill
requires compliance by July 1, 1969.

Committee amendment also exempts from
single State organizational unit requirement any
State which on the enactment date has an agency
administering child welfare services which is
different from the single State agency under the
(AFDC) program. The States affected by this
amendment are Kentucky and Illinois.

Technical —Conforms to amendment 157 and
makes 85 percent matching available for child
care and family planning services from date of
enactment (rather than from Oct. 1, 1967, as
under House bill) to July 1, 1969. Also makes
available 85 percent matching to services under
family development plan.
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EARNINGS EXEMPTION

Committee amendment—Broadens title of sec-
tion to reflect extension of increased earnings ex-
emption to OAA and APTD recipients under
amendments 181, 182, and 183.

Committee amendment—Provides that 100-
percent earnings exemption would be available
to any child whether above or below age 16 onl
if he was attending school full time. House bi
provided complete exemption for children under
16 regardless of school attendance.

Floor amendment by Senator Brooke—Also
provides complete earnings exemption for a part-
time student who is not a full-time employee.

Committee amendment—Enlarges the earnings
exemption provision to $50 a month plus one-hfﬁ.f
of family earnings over $50. The House bill pro-
vided an exemption of $30 plus one-third of
family earnings above $30.

Floor amendment by Senator Kennedy of New
York—Extends $50 earnings exemption to sup-
port contributions received by AFD(% family from
a parent who is under a court order for support

ayments. Such contributions would be com-
Eined with the earned income of the family in
determining the exempt amount. No comparable
provision in House biﬁ).

Technical —Renumbering.

Technical—Date changed from September 30,
1967, to December 31, 1967, to reflect passage of
time. States would not be out of compliance with
Federal requirement if they chose to apply the
more generous AFDC earnings exemption be-
tween December 31, 1967, and July 1, 1969.

Committee amendment—Extends $50 and 50-
percent earned income exemption to old-age
assistance program. Would be optional until
July 1, 1969, but mandatory thereafter. Existing
law provides an optional exclusion of the first
$20 a month plus one-half of the remainder.
States would not be out of compliance with
Federal requirement if they chose to apply the
more generous QOAA earnings exemption between
December 31, 1967, and July 1, 1969. No
comparable provision in House bill.

Committee amendment—Extends $50 and 50-
percent earned income exem{)tion to aid to the
Eermanently and totaly disabled program. Would

e optional until July 1, 1969, but mandatory
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thereafter. Existing law provides an optional
exclusion of the first $20 a month plus one-half
of the remainder. States would not be out of
compliance with Federal requirement if they
chose to apply the more generous APTD earnings
exemption between December 31, 1967, and July
1, 1969. No comparable provision in House bill.

Committee amendment—Extends $50 and 50-

ercent earned income exemption to the combined

8AA and APTD program under title XVI.
Would be optional until July 1, 1969, but man-
datory thereafter. Existing ¥aw provides an an
optional exclusion of the first $20 a month plus
one-half of the remainder. States would not be
out of compliance with Federal requirement if
they chose to apply the more generous OAA and
APTD earnings exemption between December
31, 1967, and July 1, 1969. No comparable
provision in House bill.

Committee amendment—Makes Social Secu-
rity Act the only act for determining earnings
exemption of a.l.ly welfare recipients. Overrules
other provisions of law allowing public assistance
earnings exemption (Economic Opportunity Act
and Elementary and Secondary Education Act).
The House provision made the earnings exemp-
tion in the gocial Security Act paramount only
with respect to AFDC program.

UNEMPLOYED FATHERS

Committee amendment—Deletes House re-
quirement that father must have six calendar
quarters of work out of 13-quarter period ending
in the year before application for assistance, or
have received unemployment compensation to be
eligible for aid under the AFDC-UF program;
also provides for prompt referral of unemployed
fathers to the work incentive program estab-
lished under amendment 198. House bill pro-
vided work and training for these fathers under
a UF program by welfare agencies.

Technical-—Relettering.

Committee amendment—Requires employ-
ment registration of unemployed father as a con-
dition to continuation of AFDC-UF aid. Similar
provision in House bill deleted by amendment
190.
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Committee amendment—Conforming to work
incentive program established under amendment
198. Also deletes House provision denying any
aid to unemployed worker’s family for so long as
he is receiving unemployment compensation and
provides a rule, same as present law, under which
a State, at its option, may deny payments for
any month or for any part of a month in which
the father received unemployment compensation.

Technical—Date change to reflect passage of
time. Amendment also conforms to work incen-
tive program established under amendment 198.

Floor amendment by Senator Harris—Makes
unemployed fathers program mandatory on the
States beginning July 1, 1969.

WORK INCENTIVE PROGRAM

Committee amendment—Establishes a new
work incentive program in place of the com-
munity work and training program under the
House bill. Under Senate amendment the Labor
Department, rather than HEW, would ad-
minister the work and training aspects of the
program. As under the House bill, welfare agencies
would decide which individuals were appropriate
for referral to the program and would have to
furnish child care and other services. Committee
amendment (p. 277, line 19) would define in more
detail than House bill those for whom referral is
not appropriate: (1) a sick person, (2) a person
remote from a project, (3) child attending school
full time, (4) a person needed to care for another
member of the household, (5) a mother actually
caring for a preschool child, and (6) a person with
respect to whom the State agency finds referral
would not be in his best interests and inconsistent
with objectives of the program.

Floor amendment by Senator Kennedy of New
York (p. 278, line 11-17)—Exempts a mother
from working during hours a child under 16 is not
in school. It also curtails the States’ discretion
described in clause (6) above (p. 278, line 20), by
requinn? the Secretary of FFealth, Education,
and Welfare to issue criteria for States to follow.

The Labor Department would assign recipients
to one of -three ‘‘priorities” after developing an
employability plan for each suitable person re-
ferred to him which shall describe the education,



Bill
page

251

Amend-
ment
N

23

Description

0.
(198) training, and work experience needed to enable

the person to become self supporting.

nder priority I, welfare recipients who are
qualified for regular employment or on-the-job
training would be so employed.

Under priority II, recipients found in need of
institutional tralning or work experience would
be given such training (possibly through MDTA)
or placed with a public agency for work experience.

Priority III would involve special work projects
arranged by the Secretary of Labor with public
agencies (including Indian tribes on a reservation)
or private nonprofit agencies organized for a
public purpose. The arrangements could involve
the payment of a subsidy to the employing agency
which would be used to help make up the wage
payment to the individuals participating in the
special work project. The subsidy would not ex-
ceed the amount of welfare benefit otherwise
f&yable with respect to a participant’s famil}f'.

t might be less in which case a savings wo
accrue to the Federal and State governments.

The wages received by participants in the spe-
cial work projects would be made up of two parts:
a portion of the subsidy paid to the employer and
the compensation paid by the employer for serv-
ices rendered to him. These wages would be
subject to both income and employment taxes.

The employment record of persons in priority
IIT would be reviewed periodically by the Secre-
tary of Labor for the purpose of determining
whether these persons could be moved into other
employment.

ersons employed under priority I would
qualify for the earnings exemption provided b
the bill. Persons being trained under priority I{
would be entitled to receive a training allowance
of up to $20 per week, while they are undergoing
training. Persons participating in special work
projects under priority I1I would be guaranteed
a return equal to the amount of their welfare
grant plus 20 percent of their wage. If their wage
failed to produce this full amount the Welfare
Department would send them a check for the
difference.

The Secretary of ILabor (rather than the
Secretary of HEW as in the House bill) will
determine whether an individual refused to take
work or training without good cause.

Where there was no good cause for a refusal,
States would have to pay benefits on behalf of
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the children in the form of protective or vendor
payments. (House bill WOlHd permit, but not
re%ui.re, the States to continue payments to the
children in that form.) Amendment would also
allow the needs of the relative who so refused to
continue to be taken into account for a period of
60 days if during that period he accepts counseling
designed to persuade him to accept the work or
training. Payments for all members of the family
would continue on protective or vendor basis
during this period.

Floor amendment by Senator Kennedy of New
York—Would require that the payment on behalf
of the children in the case where the relative
refuses to accept work or training without good
cause be paid to the relative (unless usual pro-
tective payment procedures were followed).
However, the committee provision on protective or
vendor payments would still apply to the relative
during the 60-day counseling period. The combi-
nation of these provisions would mean that pay-
ments on behalf of the children would be made to
the relative during that period but payments on
behalf of the relative would have to be made to
someone else. After the 60-day period under the
Kennedy amendment payments on behalf of the
children would continue to be made to the rela-
tive but the relative’s needs would no longer be
taken into account.

Floor amendment by Senator Byrd of West
Virginia (pp. 274-276)—Allows an assistance pro-
gram financed out of Federal appropriations for
the District of Columbia (but not under AFDC
program) to participate in the work incentive
program,

AFDC FOSTER CARE

Technical —Renumbering.

Floor amendment by Senator Williams of New
Jersey—Reduces matching maximum for AFDC
child in foster care from an average of $100 a
month under House bill to $50 a month. Related
to amendment No. 293.

_ Technical—Date changes to reflect passage of
time.
EMERGENCY ASSISTANCE
Committee amendment strikes ‘‘dependent’’

out of section title.
Technical—Renumbering.
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Committee amendment—Increases from 30
days (House bill) to 60 days in any 12-month
period during which emergency assistance may
be given.

Committee amendment—Provides that emer-
gency assistance may not be used where need
for assistance came about because of a child’s or
relative’s refusal without good cause to accept
employment or training for employment.

Technical—Renumbering.

Committee amendment-—Authorizes emergency
assistance to migrant workers with families in
the State or in such part or parts thereof as the
State shall designate.

PROTECTIVE AND VENDOR PAYMENTS

Floor amendment by Senator Kennedy of New
York—Deletes House provision which would not
apply detailed procedural requirements for pro-
tective payments in cases of refusal to work or
train without good cause.

Committee amentment—Deletes House amend-
ment striking 5-percent limitation on protective
or vendor payments and inserts a 10-percent
limitation but does not count refusal cases.

Floor amendment by Senator Kennedy of New
York—Would include refusal cases in computing
10-percent limitation.

AFDC FREEZE

Committee amendment—Removes the House
bill limitation on Federal financial participation
in the AFDC program related to the proportion
of the child population that could be aided be-
cause of the absence from the home of a parent.

HOME REPAIRS

Technical—Editorial and renumbering.
Committee amendment—Adds the X%‘DC pro-
gram to the other public assistance programs for
which Federal matching in payments for home
repairs is authorized.
_ Technical—Date changes to reflect passage of
time.
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SUBPROFESSIONAL STAFF

Committee amendment—Requires the States
to train and use subprofessional staff, especially
welfare recipients and others of low income, for
programs under the Social Security Act. It also
directs the States to use volunteers for the provi-
sion of services to recipients and to assist advisory
ggl)lrlnmittees. No comparable provision in House

SIMPLICITY OF ADMINISTRATION

Committee amendment—Provides in all cash
assistance titles, effective July 1, 1969 (as now in
medicaid, title XIX), a State plan requirement
that eligibility for assistance will be determined
in & manner consistent with simplicity of admin-
istration and the best interest of recipients. No
comparable provision in House bill.

RUNAWAY FATHERS

Committee amendment—State agencies making
payments to families with dependent children
m which parents desert and fail to make support
payments, will have the assistance of the Depart-
ment of Health, Education, and Welfare, and
the Treasury Department in focating the parents.
If the runaway parents are located outside the
States where their dependent children reside and
if they refuse to comply with the court orders
for their. support, the tax collector is to collect
by levy or distraint an amount equal ‘to the
court-ordered support payments Federal share
of the welfare payments to their families, or
whichever is lower. No comparable provision
in House bill,

PURCHASE OF WELFARE SERVICES

Committee amendment—Adds to the House
bill provision (see page 232, line 7) for the
})urchase of welfare services from private agencies
or AFDC recipients by permitting the purchase
of such services—i.e., {omemaker or rehabilita-
tion services—in programs for the aged, blind,
gilild disabled. No comparable provision in House

PUBLIC ASSISTANCE PABS-ALONG

Committee amendment—Requires States, ef-
fective July 1, 1968, to adjust standards of
need and maximum payment provisions to
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guarantee that recipients of old-age assistance,
aid to the blind and aid to the disabled will re-
ceive, on the average, an increase in total income
equal to $7.50 a month. Provides that the
Federal Government will pay (during period
July 1, 1968 through June 30, 1970) the extra
cost for those States unable to finance the cost of
the increase from the savings achieved through
larger social security benefits.

Also requires States, by July 1, 1969, to adjust
AFDC standards and maximums to reflect
changes in cost of living and to make such adjust-
ments at least annually thereafter. No comparable
provision in House biﬁ.

Floor amendment by Senator Kuchel—Would
exempt States with an automatic cost-of-living
provision in effect on June 30, 1966, from the
requirement of making increases above the
standards in effect on December 31, 1966.

TITLE XIX LIMITATION

Committee amendment— Under the House bill,
States would be limited in setting maximum
income eligibility levels for Federal matching
purposes to the lower of (1) 133} percent of the
AFDC payments, or (2) 133} percent of the per
capita income in a State applied to a family of
four.

The Senate amendment would apply both of
the following provisions:

(1) Beginning July 1, 1968, the Federal
Government would not participate in match-
ing any of the cost of medical assistance to
persons whose income exceeds 150 percent
of the old-age assistance standards in a
given State; and

(2) Beginning July 1, 1969, Federal par-
ticipation will be at the rate of—

(a) The Federal medical assistance
percentage (which varies according to
State per capita income from 50 percent
to 83 percent) with respect to all cash
assistance recipients and persons in
medical institutions who would be
eligible for cash assistance if not in
such institutions; and

(b) The square of the Federal medical
assistance percentage (which gives a
result which varies between 25 percent
and 69 percent) with respect to the
medically needy (subject to the limita-
tion in (1) above).



Bill Amend-
page ment
No.

316-319 (227-230)

321 (231)
321 (232)
323 (233)

328 (234-235)

Deseription
MAINTENANCE OF STATE EFFORT

Committee amendment—Would advance the
expiration date for the maintenance of State
effort provision from July 1, 1969 to July 1, 1968,
and change the effective date from January 1,
1966, to July 1, 1966.

BUY-IN

b Technical—Corrects technical defect in House
ill.
Technical—Renumbering.

REQUIRED SERVICES—MEDICAID

Committee amendment—Under current law,
States must provide at least five basic services:
inpatient hospital services, outpatient hospital
services, other laboratory and X-ray services,
skilled nursing home services, and physician’s
services. States may select a number of other
items from an additional list in the law. House
bill provided that a State, as an alternative to the
basic five items of services, might select any seven
of the first 14 services listed in the law. Senate
amendment would apply only to the medically
indigent and would a]fow States to select either
the first five, or at least seven out of 14, services

authorized under present law, except that if nurs-
ing home or hospital care services are selected, a
State must also provide physician’s services in
those institutions. The effect of Senate amend-
ment is to continue to provide the five basic serv-
ices to cash assistance recipients. Subsequent to
July 1, 1970, a State would be required to also
prov1de home health services for its assistance
recipients who are eligible for skilled nursing home
care,

REASONABLE COST FOR NURSING HOMES

Miller floor amendment—Provides that, effec-
tive July 1, 1970, States must reimburse for skilled
nursing home care, intermediate care, and home
health services on basis of reasonable costs. No
comparable provision in House bill.

FREE CHOICE

Floor amendment by Senstor Long of Louisi-
ana—Specifies ‘“‘community pharmacy”’ among
the providers of services for whom ‘‘freedom of
choice” is assured to recipients, relates to amend-
ment No. 295.



Bill
bage

331

332

333

334

Amend-
ment
No.

(236)

(237)

(238)

(239)

29

Description
DIRECT BILLING—MEDICAID

Committee amendment—House bill permits
States to make payment directly to the recipient
for physicians’ services with respect to those
medical assistance recipients who are not also
receiving cash assistance. Senate amendment
would broaden the provision to include dentists
as well as physicians and to apply also to those
recipients who are receiving cash assistance. The
Secretary would establish safeguards to assure
that charges by physicians to the recipients are
reasonable and to assure the quality of the services.

CHRISTIAN SCIENTISTS

Committee amendment—Provides under medi-
cal assistance (title XIX) and the child health
programs (title V), that no provision in such titles
would require an individual to undergo medical
screening, diagnosis, or treatment where con-
tary to his religious belief, except in cases in-
volving infection, contagious disease, or environ-
mental health. No comparable provision in House
bill.

ESSENTIAL PERSONS

Committee amendment—Extends medical as-
sistance to certain “essential persons.” An “es-
sential person’ is defined as the spouse of an
aged, blind, or disabled recipient who is living
with him, who is essential or necessary to his
welfare, and whose needs are taken into account
in determining the amount of his cash payment.
No comparable provision in House bill.

GAO—HEW AUDIT AUTHORITY

Committee amendment—Makes clear that
auditors of the General Accounting Office and
Department of Health, Education, and Welfare
are authorized, on a spot check basis or in cases
where there is good cause to believe fraud may
be present, to review records and examine the
premises of providers of services who receive
funds under medical assistance programs in
which there is Federal financial participation.
No comparable provision in House bill.



Bill
page

339

345

346

Amend-
ment
No.

(240)

(241)

(242)

30

Description
SKILLED NURSING HOME STANDARDS

Committee amendment-—Requires the States
to place public assistance recipients only in those
nursing homes which are licensed as meeting cer-
tain conditions. The conditions include require-
ments which relate to environment, sanitation,
and housekeeping now applicable to extended care
facilities under medicare, as well as the fire and
safety standards of the Life Safety Code of the
National Fire Protection Association (unless the
Secretary finds that a State’s existing fire code
is adequate).

The committee amendment also requires the
States to have a professional medical audit pro-
gram under which periodic medical evaluations
of the appropriateness of the kind and level of care
provided titﬁa XIX patients in nursing homes and
in mental hospitals are made.

Effective July 1, 1970, States which provide
skilled nursing home care under medicaid will also
have to provide home health care services. No
comparable provision in House bill.

HOSPITAL DEDUCTIBLE—MEDICAID

Committee amendment—Costs of hospital care
received by the medically needy may be subject
to deductibles or other cost sharing if a State so
desires. No comparable provision in Housebill.

LICENSING OF NURSING HOME ADMINISTRATORS

Committee amendment—Requires States to
license administrators of nursing homes. Those
administrators currently operating homes who do
not initially meet the standards for licensure
established by a State would have until July 1,
1972, to qualify. States would be required to offer
programs of training to assist such administrators
to qualify. A nine-member advisory group, ap-
pointed by the Secretary prior to July 1, 1968,
would study, develop, and advise the Secretary
and the States on matters relating to the quah-
fications, training, and other areas related to a
proper program of licensure. (The advisory
group would terminate as of December 31, 1971.)
No comparable provision in House bill.



Bill Amend-
page ment
No.
353 (243)
353 (244 )

355 (245-246)

356 (247-248)
and
358

359  (249)

365 (250-251)

366 (252-253)

31

Deseription

MEDICAL SAFEGUARD

Floor amendment by Senator Ribicoff—Re-
quires States to establish and employ procedures
designed to safeguard against unnecessary utiliza-
tion of health services under medicaid. {To com-~
parable provision in House bill.

SHELTER COSTS—MEDICAID

Floor amendment by Senator Kennedy of New
York—Permits States to vary income standards
to take into account variations between rural and
urban shelter costs. No comparable provision in
House bill.

CHILD WELFARE SERVICES

Committee amendment—House bill increased
child welfare authorizations from $55 million for
fiscal year 1969 to $100 million, and from $60
million for later years to $110 million. Committee
amendment would further increase these authori-
zations to $125 million and $160 million re-
spectively.

Committee amendment—Adds a State plan
requirement to the child welfare day-care pro-
visions for development of arrangements for the
more effective involvement of parents. Also, the
day-care standards in the child welfare services
programs will be made applicable to day care
provided to AFDC children. No comparabfe pro-
vision in House bill.

Committee amendment—Provides for use of
subprofessional staff people in child welfare pro-
grams, conforming with amendment No. 221. No
comparable provision in House bill.

Committee  amendment—Meodifies House
amendment so that local agencies administerin
State plan need not have a single organizationa
unit to administer child welfare and AFDC
services, conforming with amendments 154 and
155.

Committee amendment—Would exempt from
single State organizational unit requirement any
State which on the enactment date has an agency
administering child welfare services which 1s
different from the single State agency administer-
ing AFDC (Kentucky and Illinois), conforming
with amendment 167.



Bill
page

372

373

375

378

379

Amend-
ment
No.

(254)

(255)

(256)

(257)

(258)

32

Description
DEMONSTRATION PROJECTS

Committee amendment—Provides a specific
authorization for cooperative research and demon-
stration grant programs for purposes related to
the Socia%r Security programs. (This amendment
would not increase the funds available for these
research programs.) No comparable provision in
House bill.

Committee amendment—Provides for $10 mil-
lion a year to encourage the States to develop
demonstrations in improved methods of providing
service to recipients or in improved methods of
administration. House-approved bill increased
this amount to $4 million annually. Two million
dollars annually is currently available.

Technical-—Renumbering and relettering, con-
forming to work incentive prograin established
under amendment 198.

WELFARE ASSISTANCE STUDY

Committee amendment—Directs the Secretary
to study and report to the Congress, by July 1,
1969, the extent to which staff of welfare agencies
are serving the needs of assistance recipients in
securing the full benefits and protection of local,
State, and Federal laws relating to health, hous-
ing, and related laws and the degree to which
assistance recipients are helped to take advantage
of the public welfare and other related programs
in the community. No comparable provision in

House bill.
INTERMEDIATE CARE FACILITIES

Committee amendment—Authorizes vendor
payments for persons who qualify for OAA, AB, or
APTD, who are living in facilities which provide
more than room and board but less service than
skilled nursing homes. Federal sharing for pay-
ments for care in those institutions would be at the
same rate as for medical assistance under title
XIX. Such homes would have to meet standards
of safety and sanitation comparable to those
required for nursing homes-in -2 given-State. No
comparable provision in House bﬁ.



Bill
page

382-384 (259-263)

388

390

395

399

401 (269-270)

403

403

Amend-
ment
No.

(264)

(264a,
265-266)

(267)

(268)

(271)

(272)

33

Description
TITLE III—-CHILD HEALTH
APPROPRIATIONS

Committee amendment—The House-approved
bill combined existing authorizations for maternal
and child health for totals of $250,000,000 for
fiscal year 1969, $275,000,000 for fiscal year 1970,
$300,000,000 for fiscal year 1971, $325,000,000
for fiscal year 1972, and $350,000,000 for later
years. These figures would be increased by
$30,000,000 in 1970 and $60,000,000 for later
years, with an eventual 20 percent of all maternal
and child health funds earmarked for family
planning purposes.

Floor amendment by Senator Miller—Con-
forming with amendment No. 233 with respect to
reasonable costs for nursing homes.

OPTOMETRISTS

Committee amendment—Assures persons re-
ceiving services under child health programs
freedom to utilize the services of optometrists
when appropriate.

VOLUNTARY FAMILY PLANNING

Floor amendment by Senator Tydings—Lan-
%uage added to clarify that the acceptance of
amily planning services would be voluntary and
not a requisite for the receipt of assistance. Con-
forms with similar provision in the AFDC pro-
gram.

HEALTH PERSONNEL TRAINING

Committee-amendment—Amends child health
training provisions so that “special attention”’
rather than “priority’” shall be given to undergrad-
uate training.

CHRISTIAN SCIENTISTS

Committee amendment—Conforms  with
amendment No. 237.

SUBPROFESSIONAL STAFF

Committee amendment—Conforms  with
amendment No. 221.

CRIPPLED CHILDREN’S PROGRAM

Committee amendment—Requires that the
Children’s Bureau administer the crippled chil-
dren’s program. Under a recent HEW reorganiza-
tion this program would be administered by the
rehabilitation administration. No comparable
provision in House bill.



Bill
page

404

404

406-407 (275-281)

412

413

413

415

Amend-
ment
No.

(273)

(274)

(282)

(283)

(284)

(285)

34

Description
REPORT SUBMISSION DATE

Floor amendment by Senator Ribicoff—Ex-
tends for 1 year time for submitting report of
Joint Commission on Mental Health of Children.

Technical—Renumbering.

TITLE IV—-—GENERAL PROVISIONS

REIMBURSEMENT EXPERIMENTATION—HEALTH
PROGRAMS

Committee amendment—Modifies House pro-
vision which authorizes the Secretary to experi-
ment on a voluntary basis with various methods
of reimbursement to organizations and institu-
tions participating under medicare, medicaid, and
the child health programs which would provide
incentives for limiting costs of the program while
maintaining quality care. Under the Senate bill,
the authorization would also cover similar ex-

periments with- respect to.physicians’ services.

FAMILY AND CHILD ALLOWANCE STUDY

Floor amendment by Senator Kennedy of

‘Massachusetts—Requires Secretary of Labor to

study and report to the President and the Congress
on various proposals for family and child allow-
ances. No comparable provision in House bill.

TITLE V—-MISCELLANEOUS
PROVISIONS

Technical—Identifies new title.

MEDICAL EXPENSE DEDUCTION

Floor amendment by Senator Smathers—
Restores pre-1967 full deduction for medical
expenses for persons aged 65 and over, Committee
had provided the deduction but only if the
persons aged 65 and over elected to forgo their
rights to all medicare benefits. No comparable
provision in House bill.

HOSPITAL JOINT ENTERPRISES

Committee amendment—Extends tax-exempt
status to a joint enterprise organized and operated
on a cooperative basis by tax-exempt or govern-
mentally owned hospitals to perform joint services



Bill
page

415

417

419

425

427

428

428

Amend-
ment
No

(285)

(286)

(287)

(288)

(289)

(290)

(291)

35

Desecription

solely for them. No comparable provision in
House bill.
AMISH

Committee amendment—Permits members of a
religious sect opposed to social insurance addi-
tional time to file applications for exemption from
the self-employment tax. No comparable provi-
sion in House bill.

FISHING BOATS AND TRUCKERS

Committee amendment—Fixes rules under
which a trucker or owner of a fishing vessel would
usually be treated as the employer of truckloaders
and unloaders and certain commercial fishermen
for employment tax purposes. No comparable
provision 1n House bill.

HOSPITAL INSURANCE TAX REFUNDS

Committee amendment—Entitles persons em-
ployed under social security and railroad retire-
ment programs who pay hospital insurance con-
tributions under both programs on earnings in
excess of the taxable wage base to a refund of the
excess contributions. No comparable provision in
House bill.

BLUE CROSS AND BLUE SHIELD

Committee amendment—Authorizes the Treas-
ury Department upon the request of two or
more tax-exempt organizations each of which are
provided with services by the employees of
one, to designate which organization is to be
considered the employer for purposes of employ-
ment taxes and pension plans. No comparable
provision in House bill.

REPATRIATED AMERICANS

Committee amendment—Extends to July 1,
1969, provision of present law providing aid to
repatriated Americans. No comparable provision
in House bill.

VETERANS

Floor amendment by Senator Prouty—Provides
that for purposes of determining entitlement to a
benefit under veterans’ law, any increase in social
security benefits as a result ofy the 1967 amend-
ments will not be counted as income. No com-
parable provision in House bill.



Bill
page

429

430

442

444

Amend-
ment
No.

(292)

(293)

(294)

(295)

36

Description
INTEREST RATES—SAVINGS BONDS

Floor amendment by Senator Williams of
Delaware—Removes ceiling on interest paid on
Series E Government savings bonds. No com-
parable provision in House bill.

FOSTER CARE

Floor amendment by Senator Williams of New
Jersey—Provides variable Federal matching for
foster care up to $50, for non-AFDC cases. No
comparable provision in House bill.

EMPLOYMENT TAX—RETIREMENT PLANS

Floor amendment by Senator Bennett—Ex-
cludes from definition of wages subject to em-
ployment taxes certain payments under plans
established by the employer and made to the
employee or his dependent upon retirement,
death, or disability. No comparable provision in
House bill.

DRUG QUALITY AND COSTS—WELFARE AND MEDI-
CARE

Floor amendment by Senator Long of Louisi-
ana—Provides, through use of a formulary
committee, for determining those drugs appro-
priate for Federal payment or matching under the
public assistance and medicare programs. The
amendment includes provisions establishing
mechanisms for assuring drug quality and deter-
mining reasonable reimbursement.

Federal matching would be limited (effective
July 1, 1970) to the range of -wholesale prices
charged for a representative and generally avail-
able selection of different manufacturer’s products
of a drug included in the formulary. The top of
such range would be the amount allowable
toward the cost of higher priced products of the
same drug.

The limitation would not apply with respect
to (1) hospitals using approved formulary sys-
tems; (2) prescriptions hand written by a physi-
cian for a particular drug product prescribed by
its generic name plus the name of the manufac-
turer; (3) sole source drugs (included in the
formulary); and (4) drug products which have
distinct demonstrated therapeutic advantages
over other standard products of the same drug.
No comparable provision in House bill.
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COSTS

OLD-AGE, SURVIVORS, AND DISABILITY INSUR-
ANCE

Estimated additional O ASDI benefit payments in calendar years 1968, 1969, and
1972 under House bill

{In millions}

Item 1968 1969 1972

General .benefit increase $2,117 $2,948 $3,328
Benefit increase for transitional insured . __ .- 7
Benefit increase for transitional noninsured. ____ 39 43 25
Liberalized benefits with respect to women worker 64 89 100
Special disability insured status under age 31._. 53 72 7
Disabled widow’s benefits at age 50 __.__ ... ... ... 15 63 72
Earnings test liberalization_ .. _.__.___.____.__._________.___. 140 221 244

Total. e emeee. 2,463 3,443 3,851

NoTE.—It is assumed that the general benefit increase and all other changes except the earnings test liber-
alization are effective for March 1968 (with 1st payment in next month).

Estimated additional OASDI benefit payments in calendar years 1968, 1969, and 1972
under Senate Finance Commattee bill

[In millions]

General benefit increase 1.. ... . ... ... ... $4,245 $4,789
Benefit increase for transitional insured !.__. 16 20 15

Benefit increase for transitional noninsured !._ 156 89
Liberalized benefits with respect to women wo 92 103
Special disability insured status under age 31! 74 9
Disabled widow’s benefits 1. 90 103
Earnings test liberalization _ 450 691
Reduction of minimum eligi 555 522
Special benefits for blind persons 2 165 210
Child disability benefits for those disabled at ages 18 to 8 10

Total. e an 5,855 6, 611

1 Effective for March 1968 (1st payment in next month).
2 Effective for December 1968 (1st payment in next month).

Estimated additional OASDI benefit payments in calendar years 1968, 1969, and
1972 under Senate bill

[In millions}

Item 1968 1969 1972
General benefit increase '._____ ... .. . ..o......._. $3,057 $4,245 $4,780
Benefit increase for transitional insured !____ R 16 20 15
Benefit increase for transitional noninsured 1.__.__ - 140 156 89
Liberalized benefits with respect to women workers 1. R 67 92 103
Special disability insured status under age 311______ . 55 74 79
Disabled widow’s benefits 1___.___........____ - 135 155

Earnings test liberalization._ .______________.____. 770 1,215 1,341
Reduction of minimum eligibility age from 62 to 60 2. 555 522
Special benefits for blind persons2.__.____________ .- 182 231
Child disability benefits for those disabled at ages 6 8 10
Mother’s and wife’s benefits for children in high school 3.____._ 29 42 56
Elimnination of new definition of disability ¢.______.___________ 70 129 201

Total. - ..ol 4,303 6,853 7,680

1 Effective for March 1968 (1st payment in 1.ext month).

2 Effective for December 1968 ast payment in next month).

3 Effective for 2d month after month of enactment (1st payment in next month).

* The cost of the elimination of the new special definition of disability for widow’s (and widower’s) bene-
fits is,included in the figure for disabled widow's benefits, above.
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Changes in actuarial balance of old-age, survivors, and disability insurance system,
expressed in terms of estimated level cost as percentage of tazable payroll, by type
of change, moving from present law to Senate bill, based on 3.76 percent interest

[In percent]

Old-age and | Disability Total
Item survivors insurance system
insurance

Actuarial balance of present system..__ ... . .._._.___. +0.89 -0.15 +0.74
Increase in earnings base_ .. . .con oo oomoin e aiaaaas +.21 +.02 +.23
Eamings test liberalization _..__. —.06 ) —.06
Disabled widow’s benefits at age 50.__ -.03 @) —.03
Special disability insured statusatage3l._____.___..._.._._.. ) —.02 —.02
Liberalized benefits with respect to women workers._.________ —-.07 ) -.07
Benefit formula change _ ____ .. ... —.89 —-.10 —.99
Revised contribution schedule.. ... ... -.01 +.25 +.24

Actuarial balance under House bill. ___._____.._._______ +.04 .00 +.04
Further increase in earnings base_ _.___.____________.___._.._. +.27 +.02 +.29
Further liberalization of earnings test__.__.__.________ -.11 ) —.11
Liberalization of disabled widow’s benefits____________ —.03 @) -.03
Special benefits for blind persons............._.._._.-. ) —. 05 —.05
Reduction of minimum eligibility age from 62 to 60. - ) 0] )
Liberalization of benefit formula change..___._.._._. —.33 -. 02 —.35
Further revision of contribution schedule - +.11 .00 +.11

Actuarial balance under Senate Finance Committee bill. —.06 —. 05 —-.10
Further liberalization of earnings test_.._._..._._ . ... ...... -.17 O] —.17
Liberalization of special benefits for blind persons....... @) —.01 —.01
Mother’s and wife’s benefits for children in high school . —.01 0] —.01
Elimination of new definition of disability_.___.___.....__.___ —.03 —.10 -.13

Actuarial balance under senate bill . ____._.__._____._.__ -.26 —.16 —. 42

! Less than 0.005 percent.
2 Not applicable in this program.

HOSPITAL INSURANCE

Level-cost analysis for hospital insurance trust fund under various versions of bill
{In percent of taxable payroll]

Level cost of | Levelequiva-| Actuarial

Bill benefits ! lent of con- balance
tributions
Present law, original estimate _ - - ... .. ... ......... 1.23 1.23 0
Present law, revised estimate. .. - 1.54 1.23 —.31
House bill. . ... ... R 1.41 1.41 0
Senate Finance Committee bill._._._....... . 1.23 1.34 +.11
Senate bill. ... e 1.30 1.34 +.04

1 Including administrative expenses,

Changes in actuarial balance of hospital insurance system, expressed in terms of
estimated level cost as percent of tazable payroll, by type of change, intermediate-cost
estimate, present law and bill, based on 3.76 percent interest

[In percent)
Senate
Item House Finance Senate
bill Committee bill
bill
Actuarial balance of present system_._..___._________.__..___. —0.31 —0.31 . —0.31
Increase in taxable earnings base___...__..._.____....____.... +.12 +.31 +.31
Revised contribution schedule...._.........____ . +.18 +.11 +.11
Transfer of outpatient diagnostic benefits to SMI_ +.01 +.01 +.01
Further hospital benefits beyond 90 days. _.._.. .- Q —.01 -—.01
Modified reimbursement basis. - .- ... ... e (2; ) -.07
Total effect of changes in bill.......__._._. P, +.31 +.42 +.35
Actusrial balance under bill . .._..__________._________. 0 +.11 +.04

1 Less than 0.005 percent.
2 Not contained in this version of bill,



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—
HOSPITAL INSURANCE BENEFIT OUTGO-CONTRIBU-
TION INCOME

[In billions]
Contribu- Benefit Excess of
Basis tion income outgo contributions
over benefits

Calendar year 1968:

resent law___ ... $29.6 $25.5 $4.1
House bill:

If effective for all 12months. . __._____..._...._....... 30.8 8.7 2.1

If effective for last 8 months only 1. _ 30.8 27.9 2.9

Senate Finance Comumittee bill.. ... _.______ .. _.________ 312 20.0 2.2

Senate bill____ . e iiiiea.s 3L2 29.9 1.3

Calendar year 1969:

Present law___ ... 33.7 26.9 6.8
Housebill..__________________... .- 34.9 30.3 4.6
Senate Finance Committee bill 36.3 32.7 3.6
Senate bill__ ... 36.3 34.0 2.3

S 1 So tll)lﬁ}:) benefit increase would be effective for March (as in the Senate Finance Committee bill and
enate .

SUPPLEMENTARY MEDICAL INSURANCE PROGRAM

Item Cost
Changes made by House bill:
Nonprofessional component of outpatient diagnostic services_.______ $0.12
Elimination of cost-sharing for inpatient pathology and radiology___.. .20
Total, House bill _ _ _ ___ ______ . .32
Additional changes made by Senate Finance Committee bill:
Chiropractor serviees. ... _________________________._____________ .20
Extending coverage of physical therapy services benefits.___________ .05
Total, Senate Finance Committee bill.__.______________________ .57

The cost of covering the services of clinical psychologists (even
though without referral of a physician and not billed through a
physician)—as added by the Senate bill—is estimated at $0.01 per
month per capita or less (taking into account that the same special
cost-sharing and maximum-benefit provisions would be applicable as
relate to services of psychiatrists). The cost of covering certain limited
services furnished by podiatrists (as provided under all three versions
of the bill) and by optometrists (as provided under the Senate Finance
Committee and Senate versions) would similarly be very small.

The total cost of $0.57 per month per capita relative to the current
$6 monthly premium rate will probably be increased to about $0.71
when the likely increase in the standard premium rate for the period
after March 1968 is taken into account. This total cost of $0.71 per
month per capita is equivalent to an annual cost of $153 million with
respect to 18 million participants (half of which cost comes from the
general fund of the Treasury).
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MEDICAL EXPENSE DEDUCTION

The Medical expense deduction would decrease income tax collec~
tions by $210 million in each of the next 5 years.

VETERANS

Excluding the social security benefit increases from veterans’
incomes would increase veterans’ benefit payments by $90 million
in 1968.

@)



90TrH CONGRESS HOUSE OF REPRESENTATIVES REPORT
1st Session No. 1030

SOCIAL SECURITY AMENDMENTS OF 1967

DEecEMBER 11, 1967.—Ordered to be printed

Mr. MiLis, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 12080]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 12080) to
amend the Social Security Act to provide an increase in benefits under
the old-age, survivors, and disability insurance system, to provide
benefits for additional categories of individuals, to improve the public
assistance program and programs relating to the welfare and health
of children, and for other purposes, having met, after full and free
conference, have agreed to recommend and do recommend to their
respective Houses as follows:

’Fhat the Senate recede from its amendments numbered 16, 17, 18,
19, 20, 21, 22, 23, 24, 28, 29, 31, 32, 33, 34, 36, 38, 40, 42, 43, 62, 84,
85, 86, 89, 03, 94, 95, 110, 111, 112, 113, 114, 119, 142, 144, 154, 155,
170, 171, 172, 175, 176, 177, 178, 179, 181, 182, 183, 185, 189, 192,
197, 200, 207, 216, 222, 239, 245, 246, 250, 251, 254, 255, 257, 259,
260, 261, 262, 264, 272, 284, 285, 287, 289, 291, 292, 293, and 295.

That the House recede from its disagreement to the amendments
of the Senate numbered 4, 44, 45, 46, 47, 48, 49, 56, 57, 58, 59, 60,
61, 63, 64, 65, 66, 67, 68, 69, 70, 71, 72, 73, 75, 76, 78, 79, 81, 82, 83,
101, 102, 104, 106, 108, 115, 117, 118, 130, 131, 133, 147, 148, 149,
150, 151, 152, 153, 156, 159, 160, 161, 162, 163, 164, 165, 166, 168,
169, 173, 174, 187, 188, 193, 194, 195, 196, 199, 201, 202, 203, 204,
205, 206, 208, 209, 210, 211, 212, 215, 217, 218, 219, 220, 227, 228,
229, 230, 232, 234, 235, 237, 238, 247, 248, 249, 252, 256, 264a, 265,
267, 268, 269, 270, 271, 274, 277, 278, 279, 280, 281, and 283, and
agree to the same.

Amendment numbered 1:

That the House, recede from its disagreement to the amendment
of the Senate numbered 1, and agree to the same with an amendment
as follows:
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In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
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Sec.
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Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
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PART

116.
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117.

118.
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120.

121.
122.

1238.
124.

125.
126.
127.

128.
129.

130.
131.

132.
133.
184.
135.
136.

137.
138.

TABLE OF CONTENTS

TITLE I—OLD-AGE, SURVIVORS, DISABILITY, AND HEALTH

INSURANCE

Parr 1—Benerirs UnNpeEr THE OLD-AGE, SURVIVORS, AND DIsaBiLITY

INSURANCE PROGRAM

Increase in old-age, survivors, and disability insurance benefits.

Increase in benefits for certain individuals age 72 and over.

Mazimum amount of a wife’s or husband’s insurance benefit.

Benefits to disabled widows and widowers.

Insured status for younger disabled workers.

Benefits in case of members of the uniformed services.

Liberalization of earnings test.

Increase of earnings counted for benefit and taz purposes.

Changes in tax schedules.

Allocation to disability insurance trust fund.

Exztension of time for filing application for disability freeze where failure
tc make timely application 18 due to incompetency.

Benefits for certain adopted children.

2—CovERAGE UNDER THE OLD-AGE, SURVIVORS, AND DiIsABILITY
INSURANCE PROGRAM

Coverage of ministers.

Coverage of State and local employees.

Inclusion of Illinois among States permitied to divide their retirement
systems.

Tazation of certain earnings of retired pariner.

Inclusion of Puerto Rico among States permitted to include firemen and
policemen; validation of certain past coverage in the State of Nebraska.

Coverage of firemen’s positions pursuant to a State agreement.

Validation of coverage erroneously reported.

Coverage of fees of State and local government employees as self-employment
income.

Family employment in a private home.

Termination of coverage of employees of the Massachusetts Turnpike
Authority.

Parr 3—HEALTH INSURANCE BENEFITS

Method of payment to physicians under supplementary medical insurance
program.

Elimination of requirement of physician cerlification in case of certain
hospital services.

Inclusion of podiatrists’ services under supplementary medical insurance
program.

Ezxclusion of certain services.

Transfer of all outpatient hospital services to supplementary medical in-
surance program.

Billing by hospital for services furnished to outpatients.

Payment of reasonable charges for radiological or pathological services
furnished by certain physicians to hospital inpatients.

Payment for purchase of durable medical equipment.

Payment for physical therapy services furnished to outpatients.

Payment for certain portable X-ray services.

Blood deductibles.

Enrollment under supplementary medical insurance program based on
alleged date of attaining age 66.

Eztension by 60 days during individual’s lifetime of mazimum duration
of benefits for inpatient hospital services.

Limitation on special reduction in allowable days of inpatient hospital
services. :
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148
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164.
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163.
164

166.
166.

167.
168.
169.
170.
171.
172.
1738.

201.
208.
203.
204.
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207.
208.

209.

210.

211.
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213.
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Transitional provision on eligibility of presently uninsured individuals for
hospital insurance benefits. .

Advisory Council to study coverage of the disabled under title XVIII of
the Social Security Act. . .
Study to determine feasibility of inclusion of certain additional services
under part B of title XVIII of the Social Security Act. . .
Provisions for benefits under part A of title XVIII of the Social Security
Act for services to patients admitted prior to 1968 to certain hospitals.
Payments for emergency hospital services. .
Payment under supplementary medical insurance program for certain

inpatient ancillary services.
General enrollment period under title XVIII. . . .
Elimination of special reduction in allowable days of inpatient hospital
services for patients in tuberculosis hospitals.

Parr ,—MISCELLANEOUS AND TECHNICAL AMENDMENTS

Eligibility of adopted child for monthly benefits.

Criteria for determining child’s dependency on mother.

Recovery of overpayments.

Benefits paid on basis of erroneous reports of death in military service.

Underpaymenis.

Simplification of compulation of primary insurance amount and quarters
of coverage in case of 1937-1960 wages.

Definitions of widow, widower, and stepchild.

Husband’s and widower’s insurance benefits without requirement of wife’s
currently insured status.

Definition of disability.

Dusability benefits affected by receipt of workmen’s compensation.

Eztension of time for filing reports of earnings.

Penalties for failure to file timely reports of earnings and other evenis.

Limitation on payment of benefils to aliens oulside the United States.

Benefits for certain children.

Transfer to Health Insurance Benefits Advisory Council of National
Medical Review Committee functions; increase in Council's membership.

Advisory Council on Social Security.

Reimbursement of civil service retirement annuitants for certain premium
payments under supplementary medical insurance program.

Appropriations to supplementary medical insurance trust fund.

Disclosure to courls of whereabouts of certain individuals.

Reports of boards of trustees to Congress.

General saving provision.

Ezpedited benefit payments.

Definition of blindness.

Attorneys fees for clatimants.

TITLE I1I—PUBLIC WELFARE AMENDMENTS

Parr 1—PuBLIc ASSISTANCE AMENDMENTS

Programs of services furnished to families with dependent children.

Earnings exemption for recipients of atd to families with dependent children.

Dependent children of unemployed fathers.

Work incentive program for recipients of aid under part A of title IV.

Fed’fqgil participation in payments for foster care of certain dependent
children.

Emergency assistance for certain needy families with children.

Protective payments and vendor payments with respect to dependent children.

Limitation on number of children with respect to whom Federal payments
may be made.

Federal participation in payments for repairs to home owned by recipient
of aid or assistance.

Use of subprofessional staff and volunteers in providing services to indi-
viduals applying for and receiving assistance.

Location of certain parents who desert or abandon dependent children.

Provision of services by others than a State.

Authority to disregard additional income of recipients of public assistance.
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221.
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223.
224,
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226.
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228.

229.
230.
231.

232.
233.

234.
236.
236.

237.

258.

240.
241.

801.
302.
308.
304.
305.
306.

401.
402.

403.

. Meaning of Secretary.
405.

501.

502.
503,

4

Parr 2—MEDICAL ASSISTANCE AMENDMENTS

Limitation on Federal participation in medical assistance.

Maintenance of State effort.

Coordination of title XIX and the supplementary medical insurance
program.

Modification of comparability provisions.

Required services under State medical assistance plan.

Extent of Federal financial participation in certain adminisirative expenses.

Advisory council on medical assistance.

Free choice by individuals eligible for medical assistance.

Utilization of State facilities to provide consultative services to institutions
furnishing medical care-

Payments for services and care by a third party.

L irect payments to certain recipients of medical assistance.

Late on which State plans under title XIX must meet certain financial
participation requirements.

Observance of religious beliefs.

Coverage under title XIX of certain spouses of individuals receiving cash
welfare aid or assistance.

Standards for skilled nursing homes furnishing services under State plans
approved under title XI1X.

Cost sharing and similar charges with respect to inpatient hospital services
Sfurnished under title XIX.

State plan requirements regarding licensing of administrators of skilled
nursing homes furnishing services under State plans approved under
title XI1X.

Usilization of care and services furnished under title XI1X.

Differences in standards with respect to income eligibility under title XI1X.

Parr 3—CHILD-WELFARE SERVICES AMENDMENTS

Inclusion of child-welfare services in title IV.
Conforming amendments.

Parr 4—M13CELLANEOUS AND TECHNICAL AMENDMENTS

. Partial payments to States.

. Contracts for cooperative research or demonstration projects.

. Permanent authority to support demonstration projects.

. Special provisions relating to Puerto Rico, the Virgin Islands, and Guam.
. Approval of certain projects.

. Assistance in the form of institutional services in intermediate care facilities.

TITLE III—IMPROVEMENT OF CHILD HEALTH

Consolidation of separate programs under title V of the Social Security Act.
Conforming amendments.

1968 authorization for maternity and infant care projects.

Use of subprofessional staff and volunteers.

Eztension of due date for child mental health report.

Short title.

TITLE IV—GENERAL PROVISIONS

Social work manpower and training.

Incentives for economy while maintaining or improving quality in the
provision of health services.

Changes to reflect codification of title 5, United States Code.

Study of retirement test and of drug standards and coverage.

TITLE V—MISCELLANEOUS PROVISIONS

Ecxtension of period for filing application for exemption by members of
religious groups opposed to insurance.

Refund of certain overpayments by employees of hospital tnsurance tax.

Ezxtenston of time to provide assistance for United States citizens returned
from foreign countries.
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Sec. 504. Ezclusion from definition of wages of certain relirement, elc., payments
under employer-established plans.

And the Senate agree to the same.

Amendment numbered 2:

That the House recede from its disagreement to the amendment of
the Senate numbered 2, and agree to the same with an amendment as
follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY

BENEFITS
“1 II I Vid 1 4
(Primary

(Primary insurance benefit | insurance (Primary in- | (Mazimum family

under 1939 Act, as modi- | amount (Average monthly wage) surance benefits)
under 1965 amount)
Act)

If en individual’s primary Or his Or his average monthly wage And the mazimum
insurance benefit (aa de- | primary (a8 determined wunder | The amount amount of bene-
termined under subsec. | insurance subsec. (b)) is— referred to in fits payable (aa
(d)) is— amount the preceding provided in sec.

(as deter- paragraphs 203(a)) on the
mined of this sub- basis of his wages
But not under But not section shall and self-employ-
At least— more than— subsec. At least— more than— be— ment income
(c)) is— shall be—
...... $15.60 248.00 - 84 $66.00 $82.50
or less
315.61 16. 20 49.00 875 76 66. 40 88.10
16. 21 16.84 50.00 77 78 56,60 84.80
16.86 17.60 51.00 79 80 67.70 86.60
17.61 18. 52.00 81 81 58.80 88. 20
18. 41 19. 24 53.00 82 838 59.90 89.90
19. 25 £20. 654.00 84 86 61.10 91.70
£20.01 £0. 6. 56.00 86 87 62. 20 83.
£20.65 £1.28 56.00 88 89 68.30 95.00
21.29 21. 57.00 90 90 64.50 956.80
21.89 £2.28 58.00 91 92 65.60 98. 40
29 £2.68 59.00 83 94 66.70 100. 10
£2.69 £3.08 60.00 96 %6 67.80 101.70
.09 £23.44 61.00 4 4 69.00 108. 50
23.45 23.76 62.10 98 99 70. 20 1056.80
£23.77 24.20 68.20 100 101 71.60 107.30
24. 81 24.60 64. 20 102 10¢ 72.60 108.90
24.61 £5.00 65.80 108 104 73.80 110.70
25,01 25.48 66. 40 106 106 75.10 112.70
25.49 25.9% 67.60 07 107 76.30 114.60
25.83 £26. 40 68.50 108 109 77.50 116.80
26. 41 £6.94 69.60 110 118 78.70 118.10
26.95 £27.46 70.70 114 118 79.90 119.90
27. 47 28.00 71.70 119 182 81.10 121.70
28.01 £8.68 72.80 128 127 82.50 1£8.
£28.69 £9. 95 78.90 188 132 83.60 185.
29,26 £9.68 74.90 188 186 84.70 127.10
£9.69 30.86 76.00 187 141 86.90 128.90
30.87 30. 92 77.10 142 146 87.80 180.80
30.98 81.86 78.20 147 150 88. 40 182.60
31.87 32.00 79.20 151 166 89. 50 184.30
32.01 82.60 80,80 166 160 90. 80 136. 20
$2.61 33. 80 81. 40 161 164 92.00 188.00
33. 21 33.88 82. 40 166 169 93.20 189.80
83. 89 34.50 83.50 170 174 94. 40 141.60
34.61 865.00 84.60 176 178 95.60 148.40
35.01 85.80 85.60 179 188 96.80 146.40
35. 81 36. 40 86.70 184 188 98.00 150. 40
36. 41 $7.08 87.80 189 198 99.30 15440
$7.09 37.60 88.90 194 197 100.60 157.60
87.61 38.20 89.90 198 20¢ 101.60 161.60
38. 21 39.12 91.00 207 102.90 165.60
39.18 39.68 92. 10 208 211 104.10 168. 80
39.69 40.88 98.10 212 216 105. 20 172.80
40.84 41.12 94. 20 217 281 106.60 176.80
41.18 41.76 95.80 298 225 107.70 180.00
8.7 4244 96.30 226 108.90 184.00
2. 45 43.20 7. 40 231 235 110.10 188.00
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“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS—Continued

“1 I 111 v Vv
(Primary

(Primary insurance benefit | insurance (Primary in- | (Mazimum family
under 1989 Act, a8 modi- | amouni (Average monthly wage) surance benefits)
fied) under 1965 amount)

Act)

If an individual's primary Or his Or his average monihly wage And the mazimum
insurance benefit (as de- | primary (as  determined wunder | The amount amount of bene-
termined under subsec. | insurance subsec. (b)) is— referred fo in fits payable (a2
(d)) is— amount the preceding provided in gec.

(as deter- paragraphs 208(a)) on the
mined of this sub- basis of his wages
But not under But not section shall and self-employ-
At least— more than— subsec. At least— more than— be— ment income
(c)) is— shall be—
$48. 21 $48.76 $98.50 8238 8239 8111.40 $191.20
48.77 £4. 44 99,60 240 244 112.60 195. 20
44. 45 44.88 100.60 246 249 118.70 199. 20
44.89 46.60 101.70 250 258 116.00 202. 40
102.80 264 258 116.20 206.
108.80 259 268 117.80 210. j0
104.90 264 267 118.60 £18.60
106.00 268 278 119.80 £17.60
107.00 278 277 121.00 £81.60
108.10 278 281 128. 20 £24.80
109.20 288 286 1£8. 40 228.80
110.80 287 291 124.70 £32.80
111.80 298 296 125.80 £36.00
112.40 2 127. 10 240.00
118.60 301 306 128.80 244.00
114.60 806 309 129. 40 247.20
115.60 810 814 180.70 251.20
118.70 816 819 181.90 256. 20
117.70 820 823 188.00 258. 40
118, 884 328 184.80 262. 40
119.90 829 333 185. 60 £66.
121,00 384 387 186. 80 £69. 60
122.00 838 348 187.90 £78.60
128,10 8. 847 189.10 £277.60
124.20 348 851 140.40 280. 80
125.20 862 3566 141.60 £84.80
126.80 857 861 142.80 £88.80
127. 40 862 365 144.00 £292.00
1£8. 40 866 0 145.10 £296. 00
1£9. 60 871 376 16. 40 300. 00
130.60 876 879 147.60 308. 20
181.70 380 384 148, 307. 20
182.70 386 389 150.00 811. 20
183.80 890 398 151.20 814.40
184.80 894 398 158.60 818. 40
185.90 899 408 158. 60 828. 40
187.00 404 407 164.90 825. 60
188.00 4 412 156.00 929. 60
189.00 418 47 167. 10 388. 60
140.00 418 421 168. 20 386. 80
141.00 486 159. 40 840. 80
142,00 427 481 160. 60 844.80
148.00 432 436 161.60 948. 80
144.00 487 440 162.80 860. 40
146.00 446 168. 90 358. 40
146.00 446 460 166.00 354. 40
147.00 461 464 166. 20 856.
148.00 466 468 167.30 $568.00
149.00 460 46. 168. 40 $60.00
1560.00 465 461 169. 60 361.60
1561.00 469 478 170.70 368. 60
1562.00 474 478 171.80 365. 60
1568.00 479 482 172.90 367. 20
164.00 488 487 174.10 369. 20
166.00 488 492 176. 20 $71.20
166.00 486 176.30 872. 80
1567.00 497 601 177.60 874.80
1568.00 502 506 178.60 876. 80
169.00 507 510 179.70 878. 40
160.00 511 616 180.80 $80. 40
161.00 516 580 182.00 382. 40
162.00 521 684 188.10 384,
168.00 686 589 184.20 $86.00
164.00 580 634 185.40 $88.00
165.00 585 688 186. 50 389. 60
166.00 539 648 187.60 381.60
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“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY

BENEFITS—Continued
“1 II I v . v
(Primary

(Primary insurance benefit | insurance (Primary in- | (Mazimum family
under 1939 Act, as modi- | amount (Average monthly wage) surance benefits)
fied) under 1966 amount)

Act)

If an individual's primary Or his Or his average monthly wage And the mazimum
insurance benefit (33 de- | primary (as  determined under | The amount amount of bene-
termined under subsec. | insurance subsec. (b)) fs— referred to in fits payable (as
() is— amount the preceding provided in sec.

(as deter- paragraphs 203(a)) on the
mined of this sub- | basis of his wages
But not under But not section shall and self-employ-
At least— more than— subsec. At least— more than— be— ment_income
(©) is— shall be—
$167.00 3644 $548 $188.80 $398. 60
168.00 549 568 189. 90 395. 60
564 566 191.00 356. 80
567 560 192.00 398. 40
561 563 00 $99.60
564 567 194.00 401.20
568 570 195.00 402. 40
5§71 674 196.00 404.00
576 677 197.00 406. 20
578 681 198.00 406.80
582 684 199.00 408.00
5856 588 200.00 409.60
689 691 £201.00 410.80
592 596 202.00 412. 40
696 598 208.00 418.60
599 602 £04.00 416.20
608 606 206.00 416. 40
606 609 206.00 418.00
610 612 207.00 419.20
618 616 208.00 420.80
617 620 209.00 422. 40
621 623 210.00 428.60
624 627 £11.00 426.20
628 630 £12.00 486. 40
6381 634 £13.00 428.00
636 687 £14.00 429. 20
638 641 215.00 480.80
642 644 216. 432.00
645 648 £17.00 438.60
649 650 218.00 §34.40"

And the Senate agree to the same.

Amendment numbered 3:

That the House recede from its disagreement to the amendment
of the Senate numbered 3, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: the month of February 1968; and the Senate
agree to the same.

Amendment numbered 5:

That the House recede from its disagreement to the amendment of
;,hﬁ Senate numbered 5, and agree to the same with an amendment as
ollows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: February 1968, for each such person for
February 1968, ; and the Senate agree to the same.



Amendment numbered 6:

That the House recede from its disagreement to the amendment of
thﬁ Senate numbered 6, and agree to the same with an amendment as
follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 113; and the Senate agree to the same.

Amendment numbered 7:

That the House recede from its disagreement to the amendment of
;Dhﬁ Senate numbered 7, and agree to the same with an amendment as

ollows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: the month of February 1968, ; and the Senate
agree to the same.

Amendment numbered 8:

That the House recede from its disagreement to the amendment of
the Senate numbered 8, and agree to the same with an amendment as
follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: February 1968, ; and the Senate agree to
the same.

Amendment numbered 9:

That the House recede from its disagreement to the amendment of
thﬁ, Senate numbered 9, and agree to the same with an amendment-as
follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: entitled, after January 1968, ; and the Senate
agree to the same.

Amendment numbered 10:

That the House recede from its disagreement to the amendment
of the Senate numbered 10, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: after January 1968; and the Senate agree
to the same,

Amendment numbered 11:

That the House recede from its disagreement to the amendment
of the Senate numbered 11, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: month of February 1968, or who died before
such month; and the Senate agree to the same.

Amendment numbered 12:

That the House recede from its disagreement to the amendment
of the Senate numbered 12, and agree to the same with an amendment
as follows:

In Lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: months after January 1968; and the Senate
agree to the same.



Amendment numbered 13:

That the House recede from its disagreement to the amendment
of the Senate numbered 13, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: after January 1968; and the Senate agree
to the same.

Amendment numbered 14:

That the House recede from its disagreement to the amendment of
the Senate numbered 14, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: of January 1968; and the Senate agree to
the same.

Amendment numbered 15:

That the House recede from its disagreement to the amendment of
the Senate numbered 15, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following : month of February 1968, or who died in such
month,; and the Senate agree to the same.

Amendment numbered 25:

That the House recede from its disagreement to the amendment of
the Senate numbered 25, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: months after January 1968; and the Senate
agree to the same.

Amendment numbered 26:

That the House recede from its disagreement to the amendment of
the Senate numbered 26, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: months after January 1968; and the Senate
agree to the same.

Amendment numbered 27:

That the House recede from its disagreement to the amendment of
thltla Senate numbered 27, and agree to the same with amendments as
follow:

Restore the matter proposed to be stricken out by the Senate amend-
ment, and omit the matter proposed to be inserted by the Senate
amendment.

On page 26, lines 8 and 9, of the House engrossed bill, strike out
“the second month following the month in which this Act is enacted”’
and insert the following: the month of February 1968; and the Senate
agree to the same.
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Amendment numbered 30:

That the House recede from its disagreement to the amendmert of
the Senate numbered 30, and agree to the same with an amendment as
follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: months after January 1968,; and the Senate
agree to the same.

Amendment numbered 35:

That the House recede from its disagreement to the amendment of
the Senate numbered 35, and agree to the same with amendments
as follows:

Restore the matter proposed to be stricken out by the Senate
amendment.

On page 29, line 18, of the House engrossed bill, strike out ‘‘$7,600”
and insert the following: $7,800

On page 30, line 5, of the House engrossed bill, strike out ‘“‘$7,600”
and insert the following: $7,800

On page 30, line 9, of the House engrossed bill, strike out “$7,600”
and insert the following: $7,800

On page 30, line 13, of the House engrossed bill, strike out “$7,600”
and insert the following: $7,800

On page 30, line 19, of the House engrossed bill, strike out ‘“$7,600”
and insert the following: $7,800

On page 31, line 5, of the House engrossed bill, strike out ‘‘$7,600”
and insert the following: $7,800

On page 31, line 9, of the House engrossed bill, strike out ‘‘$7,600”
and insert the following: $7,800

On page 31, line 12, of the House engrossed bill, strike out ‘$7,600"
and insert the following: $7,800

On page 31, line 17, of the House engrossed bill, strike out ‘‘$7,600”
and insert the following: $7,800

On page 31, line 25, of the House engrossed bill, strike out “$7,600"
and insert the following: $7,800

On page 32, line 3, of the House engrossed bill, strike out ‘“$7,600”
and insert the following: $7,800

On page 32, line 9, of the House engrossed bill, strike out ‘$7,600”
and insert the following: $7,800

And the Senate agree to the same.

Amendment numbered 37:

That the House recede from its disagreement to the amendment of
Ehﬁ Senate numbered 37, and agree to the same with amendments as

ollows:

Restore the matter proposed to be stricken out by the Senate
amendment, and omit the matter proposed to be inserted by the Senate
amendment.

On page 33, line 5, of the House engrossed bill, strike out “1966’’ and
insert the following: 1967

On page 33, line 6, of the House engrossed bill, strike out “5.9” and
insert the following: 5.8

On page 34, line 4, of the House engrossed bill, strike out ““years
1967 and 1968, the rate shall be 3.9” and insert the following: year
1968, the rate shall be 3.8
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On page 34, line 19, of the House engrossed bill, strike out “years
1967 antf 1968, the rate shall be 3.9”” and insert the following: year
1968, the rate shall be 3.8
On page 35 of the House engrossed bill, strike out lines 9 through 16
and insert the following: )
(1) in the case of any taxable year beginning after December 31,
1967, and before January 1, 1973, the tax s be equal to 0.60
percent of the amount of the self-employment income for such taxable
year;
On page 35, line 17, of the House engrossed bill, strike out “(3)”
and insert the following: (2) .
On page 35, line 21, of the House engrossed bill, strike out ‘“(4)”
and insert the following: (3)
On page 36, line 1, of the House engrossed bill, strike out ‘‘(5)”” and
insert the following: (4) .
On page 36, line 5, of the House engrossed bill, strike out ‘‘(6)”
and insert the.following: (6)
On page 36 of the House engrossed bill, strike out lines 13 through
18 and insert the following:
(1) with respect to wages received during the calendar years 1968,
1969, 1970, 1971, and 1972, the rate shall be 0.60 percent;
On page 36, line 19, of the House engrossed bill, strike out ‘“(3)”
and insert the following: (2)
On page 36, line 22, of the House engrossed bill, strike out ‘' (4)”
and insert the following: (3)
On page 36, line 25, of the House engrossed bill, strike out ““(5)”
and insert the following: (4)
On page 37, line 3, of the House engrossed bill, strike out ‘“(6)”
and insert the following: (5)
On page 37 of the House engrossed bill, strike out lines 9 through
14 and insert the following:
(1) with respect to wages paid during the calendar years 1968,
1969, 1970, 1971, and 1972, the rate shall be 0.60 percent;
On page 37, line 15, of the House engrossed bill, strike out *(3)”
and insert the following: (2)
On page 37, line 18, of the House engrossed bill, strike out ‘(4)”
and insert the following: (3)
On page 37, line 21, of the House engrossed bill, strike out * (5)”
and insert the following: (4)
On page 37, line 24, of the House engrossed bill, strike out *(6)”
and insert the following: (&)
And the Senate agree to the same.

Amendment numbered 39:

That the House recede from its disagreement to the amendment of
Fhﬁa Senate numbered 39, and agree to the same with amendments as
ollows:

On page 43, line 6, of the Senate engrossed amendments, strike
out ‘“112” and insert the following: 111

On page 44, line 25, of the Senate engrossed amendments, strike out
“time specified in subparagraph (E)” and insert the following: then
specified time period

On page 45, line 10, of the Senate engrossed amendments, strike
out “made.” and insert the following: made.”
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On page 45 of the Senate engrossed amendments, strike out lines
11 through 16 and insert the following:

(b) No monthly insurance benefits under title 11 of the Social Security
Act shall be payable or increased for any month before the month in
which this Act is enacted by reason of amendments made by subsection (a).

And the Senate agree to the same

Amendment numbered 41:

That the House recede from its disagreement to the amendment of
the Senate numbered 41, and agree to the same with amendments
as follows:

On page 47, line 3, of the Senate engrossed amendments, strike
out “114”’ and insert the following: 112

On page, 47 lines 3 and 4, of the Senate engrossed amendments,
strike out “202(d)(9) of the Social Security Act’’ and insert the
following: 202(d)(8) of the Social Security Act (as redesignated by
section 151(c) of this Act)

On page 47, line 23, of the Senate engrossed amendments, strike
out ‘“February’’ and insert the following: January

And the Senate agree to the same.

Amendment numbered 50:

That the House recede from its disagreement to the amendment of
the Senate mumbered 50, and agree to the same with amendments as
follow:

On page 50, line 4, of the Senate engrossed amendments, after
“POLICEMEN”’ insert the following: ; VALIDATION OF CERTAIN PAST

COVERAGE IN THE STATE OF NEBRASKA; and the Senate agree to the
same.

Amendment numbered 51:

That the House recede from its disagreement to the amendment of
the Senate numbered 51, and agree to the same with an amendment
as follows:

On page 51, line 21, of the Senate engrossed amendments, strike
out “system.” and insert the following: system.”’; and the Senate
agree to the same.

Amendment numbered 52:

That the House recede from its disagreement to the amendment of
the Senate numbered 52, and agree to the same with an amendment
as follows:

On page 52, line 9, of the Senate engrossed amendments, strike out
“such Act”” and insert the following: the Soctal Security Act; and the
Senate agree to the same.

Amendment numbered 53:

That the House recede from its disagreement to the amendment of
the Senate numbered 53, and agree to the same with an amendment
as follows:

On page 55, line 17, of the Senate engrossed amendments, strike
out “such Act” and insert the following: the Social Security Act; and
the Senate agree to the same.
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Amendment numbered 54:

That the House recede from its disagreement to the amendment
of the Senate numbered 54, and agree to the same with amendments
as follow:

On page 57, line 10, of the Senate engrossed amendments, strike
out “(I)”,

On page 57, line 11, of the Senate engrossed amendments, strike
out “(IT)".

On page 57, line 16, of the Senate engrossed amendments, after
“1954” insert the following: (relating to definition of employment)

B 81’1’ page 58, line 5, of the Senate engrossed amendments, strike out
{r.
“(?II)I”page 58, line 6, of the Senate engrossed amendments, strike out

And the Senate agree to the same.

Amendment numbered 55:

That the House recede from its disagreement to the amendment of
tt}hltla Senate numbered 55, and agree to the same with amendments as
ollows:

On page 58, line 18, of the Senate engrossed amendments, after
“Massachusetts’ insert the following: to modify its agreement entered
into under section 218 of such Act so as

O% page 58, line 19, of the Senate engrossed amendments, strike out
“to be”.

On page 58, line 21, of the Senate engrossed amendments, strike out
“filing with him of such notice’” and insert the following: date on which
such agreement is so modified

On page 58, line 23, of the Senate engrossed amendments, strike
out ‘‘has been” and insert the following: s

And the Senate agree to the same.

Amendment numbered 74:

That the House recede from its disagreement to the amendment of
thltla Senate numbered 74, and agree to the same with an amendment as
follows:

Omit the matter proposed to be stricken out by the Senate amend-
ment, and on page 57, line 11, of the House engrossed bill, immediately
before the comma insert the following: as an outpatient

And the Senate agree to the same.

Amendment numbered 77:

That the House recede from its disagreement to the amendment of
the Senate numbered 77, and agree to the same with an amendment
as follows:

On page 63 of the Senate engrossed amendments, strike out lines 13
through 16 and insert the following:

“(A) tf furnished by a clinic or rehabilitation agency, or by
others under arrangements with such clinic or agency, unless
such clinic or rehabilitation agency—

And the Senate agree to the same.
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Amendment numbered 80:

That the House recede from its disagreement to the amendment
of the Senate numbered 80, and agree to the same with an amend-
ment as follows:

On page 68 of the Senate engrossed amendments, strike out lines
12 through 17 and insert the following:

(b) The second sentence of section 1813(a)(1) of such Act is amended
to read as follows: *‘Such amount shall be further reduced by a coinsurance
amount equal to—

“(A) one-fourth of the inpatient hospital deductible for each day
(before the 91st day) on which such individual is furnished such
services during such spell of illness after such services have been
furnished to him for 60 days during such spell; and

“(B) one-half of the inpatient hospital deductible for each day
(before the day following the last day for which such indiwidual s
entitled under section 1812(a) (1) to have payment made on his behalf
for inpatient hospital services during such spell of illness) on which
such indrwidual s furnished such services during such spell of illness
afteﬁ such services have been furnished to kim for 90 days during such
spell;

except that the reduction under this sentence for any day shall not exceed
the charges imposed for that day with respect to such individual for such
services (and for this purpose, if the customary charges for such services
are greater than the charges so vmposed, such customary charges shall be
considered to be the charges so imposed).”

And the Senate agree to the same.

Amendment numbered 87:

That the House recede from its disagreement to the amendment of
fthﬁa Senate numbered 87, and agree to the same with amendments as
ollows;

On page 84, line 6, of the Senate engrossed amendments, strike
out “145” and insert the following: 142

On page 84, line 17, of the Senate engrossed amendments, strike
outh‘;siuch part A” and insert the following: part A of title XVIII of
such Act

On page 85, lines 7 and 8, of the Senate engrossed amendments,
strike out ‘“‘such part A” and insert the following: part A of title
XVIII of such Act

On page 85, line 15, of the Senate engrossed amendments, strike
out ‘“defined” and insert the following: described

On page 86, line 15, of the Senate engrossed amendments, after
‘“(4)” 1nsert the following: of the Social Security Act

And the Senate agree to the same.

Amendment numbered 88:

That the House recede from its disagreement to the amendment
of the Senate numbered 88, and agree to the same with amendments
as follows:

On page %, line 5, o