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PREFACE

This three-volume compilation contains historical documents pertaining to the Social Security
Amendments of 1983. The books contain congressional debate, a chronological compilation
of documents pertinent to the legislative history of the 1983 amendments and listings of
relevant reference materials. Pertinent documents include:

« Committee Reports and Selected Prints
« Differing Versions of Key Bills

» Summaries of Provisions

« Cost Estimates

« The 1983 Act

« Historical Descriptions

The books are prepared by the Office of Legislative and Regulatory Policy, Legislative
Reference Office, and are designed to serve as helpful resource tools for those charged with
interpreting laws administered by the Social Security Administration.

John Trout, Director
Office of Legislative
and Regulatory Policy
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PUBLIC LAW 98-21—APR. 20, 1983 97 STAT. 65

Public Law 98-21
98th Congress .
An Act

To assure the solvency of the Social Security Trust Funds, to reform the medicare Apr. 20, 1983
reimbursement of hospitals, to extend the Federal supplemental compensation - :Pa <%

program, and for other purposes. [H.m()ﬁ]*—
Be it enacted by the Senate and House of Representatives of the St
' ica i ocial Security
United States of America in Congress assembled, fxgrggndmems y
SHORT TITLE )

SectioN 1. This Act, with the following table of contents, may be 42 USC 1305
cited as the “Social Security Amendments of 1983 note.

TABLE OF CONTENTS
Sec. 1. Short title.

TITLE I-PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM

PArRT A—COVERAGE

101. Coverage of newly hired Federal employees.
102. Coverage of employees of nonprofit organizations.
103. Duration of agreements for coverage of State and local employees.

PART B—COMPUTATION OF BENEFIT AMOUNTS

111. Shift of cost-of-living adjustments to calendar year basis.

112. Cost-of-living increases to be based on either wages or prices (whichever is
lower) when balance in QASDI trust funds falls below specified level.

113. Elimination of windfall benefits for individuals receiving pensions from
noncovered employment.

114. Increase in old-age insurance benefit amounts on account of delayed
retirement.

£ 8 8% ¥%%

ParT C—REVENUE PROVISIONS

121. Taxation of social security and tier 1 railroad retirement benefits.

122. Credit for the elderly and the permanently and totally disabled.

123. Acceleration of increases in FICA taxes; 1984 employee tax credit.

124. Taxes on self-employment income; credit against such taxes for years
before 1990; deduction of such taxes for years after 1989.
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125. Treatment of certain faculty practice plans.
126. Allocations to disability insurance trust fund.

PART D—BENEFITS FOR CERTAIN SuRVIVING, DivORCED, AND DISABLED SPoUSES
Sec. 131. Benefits for surviving divorced spouses and disabled widows and widowers

who remarry.

Sec. 132. Entitlement to divorced spouse’s benefits without regard to entitlement of
insured individual to benefits; exemption of divorced spouse’s benefits
from deduction on account of work.

Sec. 133. Indexing of deferred surviving spouse’s benefits to recent wage levels.

Sec. 134. Limitation on benefit reduction for early retirement in case of disabled
widows and widowers.

ParT E—MECHANISMS TO ASSURE CONTINUED BENEFIT PAYMENTS IN UNEXPECTEDLY
ADVERSE CONDITIONS

Sec. 141. Normalized crediting of social security taxes to trust funds.
Sec. 142. Interfund borrowing extension.
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Nonassignability of benefits.

Use of death certificates to prevent erroneous benefit payments to de-
ceased individuals.

Public pension offset.

Study concerning the establishment of the Social Security Administration
as an independent agency.

Limitation on payments to prisoners.
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Sec. 408. SSlI eligibility for temporary residents of emergency shelters for the hdme-
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Sec. 404. Di ing of emergency and other in-kind assistance provided by non-
profit organizations.

Sec. 405. Notification regarding SSI.
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503. Effective date.
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511. Deferral of interest.
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615. Penalty for failure to pay interest.

PART C—MISCELLANEOUS PROVISIONS

621. Treatment of employees (ﬁmvidm' g services to educational institutions.

522. Extended benefits for individuals who are hospitalized or on jury duty.

623. Voluntary health insurance programs permitted.

624. Treatment of certain organizations retroactively determined to be de-
scribed in section 501(cX3) of the Internal Revenue Code of 1954.

TITLE VI-PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES

601. Mcteglicare payments for inpatient hospital services on the basis of prospec-
ive rates.

602. Conforming amendments. . )
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TITLE I—PROVISIONS AFFECTING THE FI-
NANCING OF THE SOCIAL SECURITY
SYSTEM

FEEY  RANEY  geeey

FEEEEY 8

PART A—COVERAGE

COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

Sec. 101. (a)(1) Section 210(a) of the Social Security Act is amended 42 USC 410.
by striking out paragraphs (5) and (6) and inserting in licu thereof
the following:

“(5) Service performed in the employ of the United States or
any instrumentality of the United States, if such service—

“(A) would be excluded from the term ‘employment’ for
purposes of this title if the provisions of paragraphs (5) and
(6) of this subsection as in effect in January 1983 had
remained in effect, and )

“(B) is performed by an individual who (i) has been
continuously in the employ of the United States or an
instrumentality thereof since December 31, 1983 (and for
this purpose an individual who returns to the performance
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5 USC 8331.
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of such service after being separated therefrom following a
previous period of such service shall nevertheless be consid-
ered upon such return as having been continuously in the
employ of the United States or an instrumentality thereof,
regardless of whether the period of such separation began
before, on, or after December 31, 1983, if the period of such
separation does not exceed 365 consecutive days), or (ii) is
receiving an annuity from the Civil Service Retirement and
Disability Fund, or benefits (for service as an employee)
under another retirement system established by a law of
the United States for employees of the Federal Government
(other than for members of the uniformed services);

except that this paragraph shall not apply with respect to—

“(i) service performed as the President or Vice President
of the United States,

“(i1) service performed—

“I) in a position placed in the Executive Schedule
under sections 5312 through 5317 of title 5, United
States Code,

‘“I) as a noncareer appointee in the Senior Execu-
tive Service or a noncareer member of the Senior For-
eign Service, or

“(II) in a position to which the individual is
appointed by the President (or his designee) or the Vice
President under section 105(a)(1), 106(a)(1), or 107 (a)1)
or (b)1) of title 3, United States Code, if the maximum
rate of basic pay for such position is at or above the
rate for level V of the Executive Schedule,

“(iii) service performed as the Chief Justice of the United
States, an Associate Justice of the Supreme Court, a judge
of a United States court of appeals, a judge of a United
States district court (including the district court of a terri-
tory), a judge of the United States Claims Court, a judge of
the United States Court of International Trade, a judge of
the United States Tax Court, a United States magistrate, or
a referee in bankruptcy or United States bankruptcy judge,

“(iv) service performed as a Member, Delegate, or Resi-
dent Commissioner of or to the Congress, or

“(v),anéoother service in the legislative branch of the
Federal Government if such service is performed by an
individual who, on December 31, 1983, is not subject to
subchapter III of chapter 83 of title 5, United States Code;

“(6) Service performed in the employ of the United States or
any instrumentality of the United States if such service is
performed—

“(A) in a penal institution of the United States by an
inmate thereof;

“(B) bg any individual as an employee included under
section 5351(2) of title 5, United States Code (relating to
certain interns, student nurses, and other student employ-
ees of hospitals of the Federal Government), other than as a
medical or dental intern or a medical or dental resident in
training; or

“C) by any individual as an employee serving on a
temporary basis in case of fire, storm, earthquake, flood, or
other similar emergency;”.
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(2) Section 210(p) of such Act is amended by striking out ‘“prowi-
sions of—" and all that follows and inserting in lieu thereof “provi-
sions of subsection (a)(5).”.

(b)1) Section 3121(b) of the Internal Revenue Code of 1954 1s
amended by striking out paragraphs (5) and (6) and inserting in lieu
thereof the following:

“(5) service performed in the employ of the United States or
any instrumentality of the United States, if such service—

“(A) would be excluded from the term ‘employment’ for
purposes of this title if the provisions of paragraphs /5, and
(6) of this subsection as in effect in January 1983 had
remained in effect, and

“B) is performed by an individual who (i) has been
continuously in the employ of the United States or an
instrumentality thereof since December 31, 1983 (and for
this purpose an individual who returns to the performance
of such service after being separated therefrom following a
previous period of such service shall nevertheless be consid-
ered upon such return as having been continuously in the
employ of the United States or an instrumentality thereof,
regardless of whether the period of such separation began
before, on, or after December 31, 1983, if the period of such
separation does not exceed 365 consecutive days), or (i1) is
receiving an annuity from the Civil Service Retirement and
Disability Fund, or benefits (for service as an employee)
under another retirement system established by law of the
United States for employees of the Federal Government
(other than for members of the uniformed services);
except that this paragraph shall not apply with respect to—

“(i) service performed as the President or Vice President
of the United States,

“(11) service performed—

“() in a position placed in the Executive Schedule
under sections 5312 through 5317 of title 5, United
States Code, .

“(II) as a noncareer appointee in the Senior Execu
tive Service or a noncareer member of the Semor For
eign Service, or

‘(I in a position to which the individual is
appointed by the President (or his designee) or the Vice
President under section 105(a)(1), 106(a)(1), or 107 (a)1)
or (b)(1) of title 3, United States Code, if the maximum
rate of basic pay for such position is at or above the
rate for level V of the Executive Schedule,

“(iii) service performed as the Chief Justice of the United
States, an Associate Justice of the Supreme Court, a judge
of a United States court of appeals, a judge of a United
States district court (including the district court of a terri-
tory), a judge of the United States Claims Court, a judge of
the United States Court of International Trade, a judge of
the United States Tax Court, a United States magistrate, or
a referee in bankruptcy or United States bankruptcy judge,

“(iv) service performed as a Member, Delegate, or Resi-
dent Commissioner of or to the Congress, or

“(v) any other service in the legislative branch of the
Federal Government if such service is performed by an

97 STAT. 69

96 Stat. 560.
42 USC 410.

26 USC 3121.
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5 USC 8331.

96 Stat. 559.
26 USC 3121.

42 USC 409.

26 USC 3121.

Effective date.

26 USC 3121
note.
Entitlements.

42 USC 410 note.

42 USC 410.

26 USC 3121
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individual who, on December 31, 1983, is not subject to
subchapter III of chapter 83 of title 5, United States Code;

“(6) service performed in the employ of the United States or
any instrumentality of the United States if such service is
performed—

“(A) in a penal institution of the United States by an
inmate thereof;

“(B) by any individual as an employee included under
section 56351(2) of title 5, United States Code (relating to
certain interns, student nurses, and other student employ-
ees of hospitals of the Federal Government), other than as a
medical or dental intern or a medical or dental resident in
training; or

“(C) by any individual as an employee serving on a
temporary basis in case of fire, storm, earthquake, flood, or
other similar emergency;”.

(2) Section 3121(u)(1) of such Code is amended to réad as follows:

“(1) IN geNErAL.—For purposes of the taxes imposed by sec-
tions 3101(b) and 3111(b), subsection (b) shall be applied without
regard to paragraph (5) thereof.”.

(c)(1) Section 209 of the Social Security Act is amended by adding
at the end thereof the following new paragraph:

“For purposes of this title, in the case of an individual performing
service under the provisions of section 294 of title 28, United States
Code (relating to assignment of retired justices and judges to active
duty), the term ‘wages’ shall, subject to the provisions of subsection
(a) of this section, include any payment under section 371(b) of such
title 28 which is received during the period of such service.”.

(2) Section 3121(i) of the Internal Revenue Code of 1954 (relating to
computation of wages in certain cases) is amended by adding at the
end thereof the following new paragraph:

“(5) SERVICE PERFORMED BY CERTAIN RETIRED JUSTICES AND
JupGEs.—For purposes of this chapter, in the case of an individ-
ual performing service under the provisions of section 294 of
title 28, United States Code (relating to assignment of retired
justices and judges to active duty), the term ‘wages’ shall,
subject to the provisions of subsection (a)(1) of this section,
include any payment under section 371(b) of such title 28 which
is received during the period of such service.”.

(d) The amendments made by this section shall be effective with
respect to remuneration paid after December 31, 1983.

(e) Nothing in this Act shall reduce the accrued entitlements to
future benefits under the Federal Retirement System of current and
retired Federal employees and their families.

COVERAGE OF EMPLOYEES OF NONPROFIT ORGANIZATIONS

Sec. 102. (a) Section 210(a)(8) of the Social Security Act is
amended—
(1) by striking out “(A)” immediately after “(8)";
(2) by striking out “subparagraph’ where it first appears and
inserting in lieu thereof “paragraph”; and
(3) by striking out subparagraph (B).
(b)(1) Section 3121(b)8) of the Internal Revenue Code of 1954 is
amended—
(A) by striking out “(A)” immediately after “(8)”;
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(B) by striking out “subparagraph” where it first appears and
inserting in lieu thereof “paragraph”; and

(C) by striking out subparagraph (B).

(2) Section 3121(k) of such Code is repealed.

(3) Section 3121(r) of such Code is amended—

(A) by striking out ‘“subsection (b)8)XA)” and “section
210(a)@8)A)” in paragraph (3) and inserting in lieu thereof
“subsection (b)(8)” and ‘“‘section 210(a)@8)”, respectively; and

(B) by striking out paragraph (4).

(c) The amendments made by the preceding provisions of this
section shall be effective with respect to service performed after
December 31, 1983 (but the provisions of sections 2 and 3 of Public
Law 94-563 and section 312(c) of Public Law 95-216 shall continue in
effect, to the extent applicable, as though such amendments had not
been made).

(d) The period for which a certificate is in effect under section
3121(k) of the Internal Revenue Code of 1954 may not be terminated
under paragraph (1)(D) or (2) thereof on or after March 31, 1983; but
no sucg certificate shall be effective with respect to any service to
which the amendments made by this section apply.

(e)1) If any individual—

(A) on January 1, 1984, is age 55 or over, and is an employee
of an organization described in section 210(a)8)(B) of the Social
Security Act (A) which does not have in effect (on that date) a
waiver certificate under section 3121(k) of the Internal Revenue
Code of 1954 and (B) to the employees of which social security
coverage is extended on January 1, 1984, solely by reason of the
enactment of this section, and

(B) after December 31, 1983, acquires the number of quarters
of coverage (within the meaning of section 213 of the Social
Security Act) which is required for purposes of this subpara-
graph under paragraph (2),

then such individual shalfbe deemed to be a fully insured individual
(as defined in section 214 of the Social Security Act) for all of the
purposes of title II of such Act.

(2) The number of quarters of coverage which is required for
purposes of subparagraph (B) of paragraph (1) shall be determined
as follows:

The number of quarters of

In the case of an individual who on coverage so required
January 1, 1984, is— : shall be—
BB 60 OF OVET.......ooiiicictii e ares e ss oo 6

age 59 or over but less than age 60. 8

age 58 or over but less than age 59 ..... 12

age 57 or over but less than age 58 ..... 16

age 55 or over but less than age 57 20.

DURATION OF AGREEMENTS FOR COVERAGE OF STATE AND LOCAL
EMPLOYEES

SEc. 103. (a) Section 218(g) of the Social Security Act is amended to
read as follows:

“Duration of Agreement

. “(®) No agreement under this section may be terminated, either in
its entirety or with respect to any coverage group, on or after the
date of the enactment of the Social Security Amendments of 1983.”.

97 STAT. 71

26 USC 3121.

Effective date.

26 USC 3121
note.

26 USC 3121
note.

26 USC 3121
note.

Supra.
42 USC 414 note.

42 USC 410.

42 USC 413.

42 USC 414.

42 USC 418.
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42 USC 418 note.
42 USC 418.

42 USC 415.

42 USC 403.

42 USC 430.

42 USC 402.
95 Stat. 1660.

42 USC 402 note.

42 USC 415 note.

42 USC 415 note.
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(b) The amendment made by subsection (a) shall apply to any
agreement in effect under section 218 of the Social Security Act on
the date of the enactment of this Act, without regard to whether a
notice of termination is in effect on such date, and to any agreement
or modification thereof which may become effective under such
section 218 after that date.

Part B—CoMPUTATION OF BENEFIT AMOUNTS

SHIFT OF COST-OF-LIVING ADJUSTMENTS TO CALENDAR YEAR BASIS

SEc. 111. (a)(1) Section 215(i)(2)(A)i) of the Social Security Act is
amended by striking out “June” and inserting in lieu thereof
“December”.

(2) Section 215(i)(2)(A)(iii) of such Act is amended by striking out
“May”’ and inserting in lieu thereof ‘“November”.

(3) Section 215(1)(2)B) of such Act is amended by striking out
“May” each place it appears and inserting in lieu thereof in each
instance ‘“November”’.

(4) Section 203(f)(8)(A) of such Act is amended by striking out
“dJune” and inserting in lieu thereof “December”’.

(5) Section 230(a) of such Act is amended by striking out ‘“June”
and inserting in lieu thereof ‘“‘December”.

(6) Section 215(i)(2) of such Act as in effect in December 1978, and
as applied in certain cases under the provisions of such Act as in
effect after December 1978, is amended by striking out “June” in
subparagraph (A)(ii) and inserting in lieu thereof ‘‘December”’, and
by striking out ‘“May’’ each place it appears in subparagraph (B) and
inserting in lieu thereof in each instance ‘“November”.

(7) Section 202(m) of such Act (as it applies in certain cases by
reason of section 2 of Public Law 97-123) is amended by striking out
“May” and inserting in lieu thereof ‘“‘November”.

(8) The amendments made by this subsection shall apply with
respect to cost-of-living increases determined under section 215(i) of
the Social Security Act for years after 1982.

(b)(1) Section 215(i)(1)(A) of the Social Security Act is amended by
striking out “March 31” and inserting in lieu thereof “September
30”, and by striking out “1974” and inserting in lieu thereof “1982”.

(2) Section 215(i)(1)(A) of such Act as in effect in December 1978,
and as applied in certain cases under the provisions of such Act as in
effect after December 1978, is amended by striking out ‘“March 31”
and inserting in lieu thereof “September 30" and by striking out
1974” and inserting in lieu thereof ‘“1982".

(3) The amendments made by this subsection shall apply with
respect to cost-of-living increases determined under section 215(i) of
the Social Security Act for years after 1983.

(c) Section 215(1)(4) of such Act is amended by inserting “, and as
amended by section 111 (a)6) and (b)(2) of the Social Security
Amendments of 1983,” after “‘as in effect in December 1978 the
first place it appears.

(d) Notwithstanding any provision to the contrary in section 215(i)
of the Social Security Act, the ‘“base quarter” (as defined in para-
graph (1)(A)d) of such section) in the calendar year 1983 shall be a
‘cost-of-living computation quarter” within the meaning of para-
graph (1)(B) of such section (and shall be deemed to have been
determined by the Secretary of Health and Human Services to be a
“cost-of-living computation quarter”’ under paragraph (2)(A) of such
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section) for all of the purposes of such Act as amended by this
section and by other provisions of this Act, without regard to the
extent by which the Consumer Price Index has increased since the
last prior cost-of-living computation quarter which was established
under such paragraph (1)(B).

(e) Section 403(b) of the Omnibus Reconciliation Act of 1982 96 Stat. 802.
(Public Law 97-253) is amended to read as follows: - 38 USC 3023

“(bX1) Except as provided in paragraph (2), the amendment made Mte:
by subsection (a)(1) shall apply with respect to amounts payable for
periods beginning after May 31, 1983.

“(2) In the cases of individuals to whom pension is payable under Effective date.
sections 521, 541, and 542 of title 38, United States Code, the
amendment made by subsection (a)(1) shall take effect on the first
day after May 31, 1983, that an increase is made in maximum
annual rates of pension pursuant to section 3112 of title 38, United
States Code.”.

COST-OF-LIVING INCREASES TO BE BASED ON EITHER WAGES OR PRICES
(WHICHEVER IS LOWER) WHEN BALANCE IN OASDI TRUST FUNDS
FALLS BELOW SPECIFIED LEVEL

Sec. 112. (a) Section 215(i)1) of the Social Security Act is 42 USC 415.
amended—

(1) by striking out “in which” in subparagraph (B) and all that
follows down through the first semicolon in such subparagraph
and inserting in lieu thereof “with respect to which the applica-
ble increase percentage is 3 percent or more;”;

(2) by striking out “and” at the end of subparagraph (B);

(é)’) by redesignating subparagraph (C) as subparagraph (H);
an

(4) by inserting after subparagraph (B) the following new
subparagraphs:

“(C) the term ‘applicable increase percentage’ means— Definitions.

“(i) with respect to a base quarter or cost-of-living compu-
tation quarter in any calendar year before 1984, or in any
calendar year after 1983 and before 1989 for which the
OASDI fund ratio is 15.0 percent or more, or in any calen-
dar year after 1988 for which the OASDI fund ratio is 20.0
percent or more, the CPI increase percentage; and

“(ii) with respect to a base quarter or cost-of-living compu-
tation quarter in any calendar year after 1983 and before
1989 for which the QASDI fund ratio is less than 15.0
percent, or in any calendar year after 1988 for which the
OASDI fund ratio is less than 20.0 percent, the CPI increase
percentage or the wage increase percentage, whichever
(with respect to that quarter) is the lower;

(D) the term ‘CPI increase percentage’, with respect to a base
quarter or cost-of-living computation quarter in any calendar
year, means the percentage (rounded to the nearest one-tenth of
1 percent) by which the Consumer Price Index for that quarter
(as prepared by the Department of Labor) exceeds such index
for the most recent prior calendar quarter which was a base
quarter under subparagraph (A)(ii) or, if later, the most recent
cost-of-living computation quarter under subpara%;raph (B);

“(E) the term ‘wage increase percentage’, with respect to a
base quarter or cost-of-living computation quarter in any calen-
dar year, means the percentage (rounded to the nearest one-
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tenth of 1 percent) by which the SSA average wage index for the

ear immediately preceding such calendar year exceeds such
index for the year immediately preceding the most recent prior
calendar year which included a base quarter under subpara-
graph (A)(ii) or, if later, which included a cost-of-living computa-
tion quarter;

“(F) the term ‘OASDI fund ratio’, with respect to any calendar
year, means the ratio of—

“(i) the combined balance in the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability
Insurance Trust Fund as of the beginning of such year,
including the taxes transferred under section 201(a) on the
first day of such year and reduced by the outstanding
amount of any loan (including interest thereon) theretofore
made to either such Fund from the Federal Hospital Insur-
ance Trust Fund under section 201(1), to

“(ii) the total amount which (as estimated by the Secre-
tary) will be paid from the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance
Trust Fund during such calendar year for all purposes
authorized by section 201 (other than payments of interest
on, or repayments of, loans from the Federal Hospital
Insurance Trust Fund under section 201(1)), but excluding
any transfer payments between such trust funds and reduc-
ing the amount of any transfers to the Railroad Retirement
Account by the amount of any transfers into either such
trust fund from that Account;

“(G) the term ‘SSA average wage index’, with respect to any
calendar year, means the average of the total wages reported to
the Secretary of the Treasulx or his delegate as determined for
purposes of subsection (b)(3)(A)ii); and”.

(b) Section 215(i)(2)(A)ii) of such Act is amended by striking out
“by the same percentage” and all that follows down through the
semicolon, in the sentence immediately following subdivision (III),
and”inserting in lieu thereof “by the applicable increase percent-

;.
(¢) Section 215(i) of such Act is further amended by adding at the
end thereof the following new paragraph:
“(5)A) If—

“(i) with respect to any calendar year the ‘applicable increase
percentage’ was determined under clause (ii) of paragraph (1)C)
rather than under clause (i) of such paragraph, and the increase
becoming effective under paragraph (2) in such year was accord-
ingly determined on the basis of the wage increase percentage
rather than the CPI increase percentage (or there was no such
increase becoming effective under paragraph (2) in that year
be%ause the wage increase percentage was less than 3 percent),
an

“(ii) for any subsequent calendar year in which an increase
under paragraph (2) becomes effective the QASDI fund ratio is
greater than 32.0 percent,

then each of the amounts described in subdivisions (I), (II), and (I1I)
of paragraph (2)(A)ii), as increased under paragraph (2) effective
with the month of December in such subsequent calendar year, shall
be further increased (effective with such month) by an additicnal
percentage, which shall be determined under subparagraph (B) and
shall apply as provided in subparagraph (C).
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“(B) The applicable additional percentage by which the amounts
described in subdivisions (I), (I), and (III) of paragraph (2)(AXii) are
to be further increased under subparagraph (A) in the subsequent
calendar year involved shall be the amount derived by—

(i) subtracting (I) the compounded percentage benefit
increases that were actually paid under paragraph (2) and this
paragraph from (II) the compounded percentage benefit
increases that would have been paid if all increases under
paragraph (2) had been made on the basis of the CPI increase
percentage,

“(ii) dividing the difference by the sum of the compounded
percentage in subdivision (I) and 100 percent, and

“(iii) multiplying such quotient by 100 and rounding to the
nearest one-tenth of 1 percent,

with the compounded increases referred to in subdivisions (I) and (ID)
being measured—

“(iv) in the case of amounts described in subdivision (D of
paragraph (2)(A)(ii), over the period beginning with the calendar
year in which monthly benefits described in such subdivision
were first increased on the basis of the wage increase percent-
age and ending with such subsequent calendar year, and

“(v) in the case of amounts described in subdivisions (ID and
(IT) of paragraph (2)(A)Gi), over the period beginning with the
calendar year in which the individual whose primary insurance
amount is increased under such subdivision (II) initially became
eligible for an old-age or disability insurance benefit, or died
before hecoming so eligible, and ending with such subsequent
calendar year; _

except that if the Secretary determines in any case that the applica-
tion (in accordance with subparagraph (C)) of the additional per-
centage as computed under the preceding provisions of this
subparagraph would cause the OASDI fund ratio to fall below 32.0
percent in the calendar year immediately following such subsequent
year, he shall reduce such applicable additional percentage to the
extent necessary to ensure that the OASDI fund ratio will remain at
or above 32.0 percent through the end of such following year.

“(C) Any applicable additional percentage increase in an amount
described in subdivision (I), (ID, or (III) of paragraph (2)(A)(ii), made
under this paragraph in any calendar year, shall thereafter be
treated for all the purposes of this Act as a part of the increase made
in such amount under paragraph (2) for that year.”.

(d)1) Section 215(1)2)(C) of such Act is amended by adding at the
end thereof the following new clause:

‘“iii) The Secretary shall determine and promulgate the QASDI
fund ratio for the current calendar year and the SSA wage index for
the preceding calendar year before November 1 of the current
calendar year, based upon the most recent data then available, and
shall include a statement of such fund ratio and wage index (and of
the effect such ratio and the level of such index may have upon
benefit increases under this subsection) in any notification made
under clause (ii) and any determination published under subpara-
graph (D).”.

(2) Section 215(iX4) of such Act (as amended by section 111(c) of
this Act) is further amended by striking out “section 111 (a)6) and
(lbl)é?')” and inserting in lieu thereof “sections 111(a)(), 111(bX2), and
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(e) The amendments made by the preceding provisions of this
section shall apply with respect to monthly benefits under title II of
the Social Security Act for months after December 1983.

(f) Notwithstanding anything to the contrary in section 215G)(1)(F)
of the Social Security Act (as added by subsection (a)4) of this
section), the combined balance in the Trust Funds which is to be
used in determining the “OASDI fund ratio” with respect to the
calendar year 1984 under such section shall be the estimated com-
bined balance in such Funds as of the close of that year (rather than
as of its beginning), including the taxes transferred under section
201(a) on the first day of the year following that year.

ELIMINATION OF WINDFALL BENEFITS FOR INDIVIDUALS RECEIVING
PENSIONS FROM NONCOVERED EMPLOYMENT

Sec. 113. (a) Section 215(a) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:

“(7XA) In the case of an individual whose primary insurance
ar;:ount would be computed under paragraph (1) of this subsection,
who—

‘(i) attains age 62 after 1985 (except where he or she became
entitled to a disability insurance benefit before 1986 and
remained so entitled in any of the 12 months immediately
preceding his or her attainment of age 62), or

“(ii) would attain age 62 after 1985 and becomes eligible for a
disability insurance benefit after 1985,

and who first becomes eligible after 1985 for a monthly periodic
payment (including a payment determined under subparagraph (C),
but excluding a payment under the Railroad Retirement Act of 1974
or 1937) which is based in whole or in part upon his or her earnings
for service which did not constitute ‘employment’ as defined in
section 210 for purposes of this title (hereafter in this paragraph and
in subsection (d)(5) referred to as ‘noncovered service’), the primary
insurance amount of that individual during his or her concurrent
entitlement to such monthly periodic payment and to old-age or
disability insurance benefits shall be computed or recomputed under
subparagraph (B) with respect to the initial month in which the
individual becomes eligible for such benefits.

“(B)(i) If paragraph (1) of this subsection would apply to such an
individual (except for subparagraph (A) of this paragraph), there
shall first be computed an amount equal to the individual’s primary
insurance amount under paragraph (1) of this subsection, except
that for purposes of such computation the percentage of the individ-
ual’s average indexed monthly earnings established by subpara-
graph (A)(i) of paragraph (1) shall be the percent specified in clause
(ii). There shall then be computed (without regard to this paragraph)
a second amount, which shall be equal to the individual’s primary
insurance amount under paragraph (1) of this subsection, except
that such second amount shall be reduced by an amount equal to
one-half of the portion of the monthly periodic payment which is
attributable to noncovered service performed after 1956 (with such
attribution being based on the proportionate number of years of
such noncovered service) and to which the individual is entitled (or
is deemed to be entitled) for the initial month of his or her eligibility
for old-age or disability insurance benefits. The individual’s primary
insurance amount shall be the larger of the two amounts computed
under this subparagraph (before the application of subsection (1))
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and shall be deemed to be computed under paragraph (1) of this
subsection for the purpose of applying other provisions of this title.

“(ii) For purposes of clause (i), the percent specified in this clause
is—

“(I) 80.0 percent with respect to individuals who initially
bgg(éme eligible for old-age or disability insurance benefits in
1986;

“(I1) 70.0 percent with respect to individuals who so become
eligible in 1987;

(ITI) 60.0 percent with respect to individuals who so become
eligible in 1988;

“(IV) 50.0 percent with respect to individuals who so become
eligible in 1989; and

“(V) 40.0 percent with respect to individuals who so become
eligible in 1990 or thereafter.

“(C)1) Any periodic payment which otherwise meets the require-
ments of subparagraph (A), but which is paid on other than a
monthly basis, shall be allocated on a basis equivalent to a monthly
payment (as determined by the Secretary), and such equivalent
monthly payment shall constitute a monthly periodic payment for
purposes of this paragraph.

“(ii) In the case of an individual who has elected to receive a
periodic payment that has been reduced so as to provide a survivors
benefit to any other individual, the payment shall be deemed to be
increased (for gurposes of any computation under this paragraph or
subsection (d)(®)) by the amount of such reduction.

“(iii) If an individual to whom subparagraph (A) applies is eligible
for a periodic payment beginning with a month that is subsequent to
the month in which he or she becomes eligible for old-age or
disability insurance benefits, the amount of that payment (for pur-
poses of subparagraph (B)) shall be deemed to be the amount to
which he or she is, or is deemed to be, entitled (subject to clauses (i),
(i1), and (iv) of this subparagraph) in such subsequent month.

“(iv) For purposes of this paragraph, the term ‘periodic payment’
includes a payment payable in a [ump sum if it is a commutation of,
or a substitute for, periodic ;l)ayments.

“(D) This paragraph shall not apply in the case of an individual
who has 30 years or more of coverage (as defined in paragraph
(1)(CXii)). In the case of an individual who has more than 25 years of
coverage but less than 30 years of coverage (as so defined), the
percent specified in the applicable subdivision of subparagraph
(B)(ii) shall (if such percent is smaller than the percent specified in
whichever of the following clauses applies) be deemed to be—

“(i) 80 percent, in the case of an individual who has 29 of such
years of coverage;

‘(ii) 70 percent, in the case of an individual who has 28 of such
years;

“(ii1) 60 percent, in the case of an individual who has 27 of
such years; and

“(iv) 50 percent, in the case of an individual who has 26 of
such years.

“(E) This paragraph shall not apply in the case of an individual
who on January 1, 1984—

“(i) is an employee é)erfOrming service to which social security
coverage is extended on that date solely by reason of the
amendments made by section 101 of the Social Security Amend-
ments of 1983; or
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“Gi) is an employee of a nonprofit organization which (on
December 31, 1983) did not have in effect a waiver certificate
under section 3121(k) of the Internal Revenue Code of 1954 and
to the employees of which social security coverage is extended
on that date solely by reason of the amendments made by
section 102 of that Act, unless social security coverage had
previously extended to service performed by such individual as
an employee of that organization under a waiver certificate
whic(}i1 was subsequently (prior to December 31, 1983) termi-
nated.”.

(b) Section 215(d) of such Act is amended by adding at the end
thereof the following new paragraph:

“(5) In the case of an individual whose primary insurance amount
is not computed under paragraph (1) of subsection (a) by reason of
paragraph (4)(B)(ii) of that subsection, who—

“(A) attains age 62 after 1985 (except where he or she became
entitled to a disability insurance benefit before 1986, and
remained so entitled in any of the 12 months immediately
preceding his or her attainment of age 62), or

“(B) would attain age 62 after 1985 and becomes eligible for a
disability insurance benefit after 1985,

and who first becomes eligible after 1985 for a monthly periodic
payment (including a payment determined under subsection
(@)7)XC), but excluding a payment under the Railroad Retirement
Act of 1974 or 1937) which is based (in whole or in part) upon his or
her earnings in noncovered service, the primary insurance amount
of such individual during his or her concurrent entitlement to such
monthly periodic payment and to old-age or disability insurance
benefits shall be the primary insurance amount computed or recom-
puted under this subsection (without regard to this paragraph and
before the application of subsection (1)) reduced by an amount equal
to the smaller of—

‘1) one-half of the primary insurance amount (computed
without regard to this paragraph and before the application of
subsection (1)), or

“(ii) one-half of the portion of the monthly periodic payment
(or payment determined under subsection (a)7)XC)) which is
attributable to noncovered service performed after 1956 (with
such attribution being based on the proportionate number of
years of such noncovered service) and to which that individual
is entitled (or is deemed to be entitled) for the initial month of
his or her eligibility for old-age or disability insurance benefits.

This paragraph shall not apply in the case of any individual to
whom subsection (a)(7) would not apply by reason of subparagraph
(E) or the first sentence of subparagraph (D) thereof.”.

(¢) Section 215(h of such Act is amended by adding at the end
thereof the following new paragraph:

“9)XA) In the case of an individual who becomes entitled to a
periodic payment determined under subsection (a)(7)(A) (including a
payment determined under subsection (a)(7)(C)) in a month subse-
quent to the first month in which he or she becomes entitled to an
old-age or disability insurance benefit, and whose primary insurance
amount has been computed without regard to either such subsection
or subsection (d)(5), such individual’s primary insurance amount
shall be recomputed (notwithstanding paragraph (4) of this subsec-
tion), in accordance with either such subsection or subsection (d)(5),
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as may be applicable, effective with the first month of his or her
concurrent entitlement to such benefit and such periodic payment.
‘(B) If an individual’s primary insurance amount has been com-
puted under subsection (a)(7) or (dX5), and it becomes necessary to
recompute that primary insurance amount under this subsection—
*(i) so as to increase the monthly benefit amount payable with
respect to such primary insurance amount (except in the case of
the individual’'s death), such increase shall be determined as
though such primary insurance amount had initially been com-
puted without regard to subsection (a)(7) or (d)(5), or
“(ii) by reason of the individual’s death, such primary insur-
ance amount shall be recomputed without regard to (and as
though it had never been computed with regard to) subsection
(a)7) or (d)(5).”.
(d) Sections 202(eX2) and 202(f}3) of such Act are each amended by
striking out “section 215(f) (5) or (6)” wherever it appears and
inserting in lieu thereof “section 215(f)(5), 215()(6), or 215(fX9)(B)".

INCREASE IN OLD-AGE INSURANCE BENEFIT AMGUNTS ON ACCOUNT OF
DELAYED RETIREMENT

Sec. 114. (a) Section 202(wX1XA) of the Social Security Act is
amended to read as follows:

“(A) the applicable percentage (as determined under para-
graph (6)) of such amount, multiplied by”.

(b) Section 202(w) of such Act is further amended by adding at the
end thereof the following new paragraph:
_ "(6) For purposes of paragraph (1XA), the ‘applicable percentage’
ls—

“(A) %2 of 1 percent in the case of an individual who first
becomes eligible for an old-age insurance benefit in any calen-
dar year before 1979;

“(B) % of 1 percent in the case of an individual who first
becomes eligible for an old-age insurance benefit in any calen-
dar year after 1978 and before 1987;

“(C) in the case of an individual who first becomes eligible for
an old-age insurance benefit in a calendar year after 1986 and
before 2005, a percentage equal to the applicable percentage in
effect under this paragraph for persons who first became eligi-
ble for an old-age insurance benefit in the preceding calendar
year (as increased pursuant to this subparagraph), plus Y%« of 1
percent if the calendar year in which that particular individual
f2‘xrst <li)ecomes eligible for such benefit is not evenly divisible by

; an

“(D) % of 1 percent in the case of an individual who first
becomes eligible for an old-age insurance benefit in a calendar
year after 2004.”.

(cX1) Paragraphs (2) (A) and (3) of section 202(w) of such Act are
gach %nended by striking out “age 72” and inserting in lieu thereof
lage ’7.

(2) The amendments made by paragraph (1) shall apply with
respect to increment months in calendar years after 1983.

97 STAT. 79

42 USC 402.

42 USC 402.

Effective date.
42 USC 402 note.



97 STAT. 80 PUBLIC LAW 98-21—APR. 20, 1983

ParRT C—REVENUE PROVISIONS

SEC. 121. TAXATION OF SOCIAL SECURITY AND TIER 1 RAILROAD RETIRE-
MENT BENEFITS.

(a) GENERAL Rure.—Part II of subchapter B of chapter 1 of the
Internal Revenue Code of 1954 (relating to amounts specifically
included in gross income) is amended by redesignating section 86 as
section 87 and by inserting after section 85 the following new
section:

26 USC 86. “SEC. 86. SOCIAL SECURITY AND TIER 1 RAILROAD RETIREMENT BENE-
FITS.

“(a) INn GENERAL—Gross income for the taxable year of any
taxpayer described in subsection (b) includes social security benefits
in an amount equal tc the lesser of— :

“(1) one-half of the social security benefits received during the
taxable year, or

“(2) one-half of the excess described in subsection (b)(1).

“(b) TAXPAYERS TO WHOM SUBSECTION (a) APPLIES.—

" “(1) IN GENERAL.—A taxpayer is described in this subsection
l —
“(A) the sum of—
“(i) the modified adjusted gross income of the taxpay-
er for the taxable year, plus
“(ii) one-half of the sccial security benefits received
during the taxable year, exceeds
“(B) the base amount.

“(2) MODIFIED ADJUSTED GROSS INCOME.—For purposes of this
subsection, the term ‘modified adjusted gross income’ means
adusted gross income—

“(A) determined without regard to this section and sec-
26 USC 221, 911, tions 221, 911, 931, and 933, and
931, 933. ‘“B) increased by the amount of interest received or
accrued by the taxpayer during the taxable year which is
exempt from tax.

“(c) Base AMounT.—For purposes of this section, the term ‘base
amount’ means—

‘(1) except as otherwise provided in this subsection, $25,000,

“(2) $32,000, in the case of a joint return, and

“(8) zero, in the case of a taxpayer who—

“(A) is married at the close of the taxable year (within the
26 USC 143. meaning of section 143) but does not file a joint return for
such year, and
“(B) does not live apart from his spouse at all times
during the taxable year.

“(d) SociAL SECURITY BENEFIT.—

“(1) IN GENERAL.—For purposes of this section, the term
‘social security benefit’ means any amount received by the
taxpayer by reason of entitlement to—

“(A) a monthly benefit under title II of the Social Secu-
42 USC 401. rity Act, or
“(B) a tier 1 railroad retirement benefit.
For purposes of the preceding sentence, the amount received by
any taxpayer shall be determined as if the Social Security Act
42 USC 403. did not contain section 203(i) thereof.
“(2) ADJUSTMENT FOR REPAYMENTS DURING YEAR.—
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“(A) IN GeENErRaL.—For purposes of this section, the
amount of social security benefits received during any tax-
able year shall be reduced by any repayment made by the
taxpayer during the taxable year of a social security benefit
previously received by the taxpayer (whether or not such
benefit was received during the taxable year).

‘(B) DENIAL OF DEDUCTION.—If (but for this subpara-
graph) any portion of the repayments referred to in subpar-
agraph (A) would have been allowable as a deduction for
the taxable year under section 165, such portion shall be
allowable as a deduction only to the extent it exceeds the
social security benefits received by the taxpayer during the
taxable year (and not repaid during such taxable year).

“(3) WORKMEN’S COMPENSATION BENEFITS SUBSTITUTED FOR
SOCIAL SECURITY BENEFITS.—For purposes of this section, if, by
reason of section 224 of the Social Security Act (or by reason of 42 USC 424a.
section 3(a)(1) of the Railroad Retirement Act of 1974), any 45 USC 231b.
social security benefit is reduced by reason of the receipt of a
benefit under a workmen’s compensation act, the term ‘social
security benefit' includes that portion of such benefit received
:imder the workmen’s compensation act which equals such re-

uction.

“(4) TIER 1 RAILROAD RETIREMENT BENEFIT.—For purposes of
paragraph (1), the term ‘tier 1 railroad retirement benefit’
means a monthly benefit under section 3(a), 4(a), or 4(f) of the
Railroad Retirement Act of 1974. 45 USC 231b,

“(e) LIMITATION ON AMOUNT INCLUDED WHERE TAXPAYER RECEIVES 231¢
Lump-Sum PAYMENT.—

“(1) LiMITATION. —If—

“(A) any portion of a lump-sum payment of social security
benefits received during the taxable year is attributable to
prior taxable years, and

“(B) the taxpayer makes an election under this subsection
for the taxable year,

then the amount included in gross income under this section for
the taxable year by reason of the receipt of such portion shall
not exceed tge sum of the increases in gross income under this
chapter for prior taxable years which would result solely from
taking into account such portion in the taxable years to which it
is attributable.

“(2) SPECIAL RULES.—

“(A) YEAR TO WHICH BENEFIT ATTRIBUTABLE.—For pur-
poses of this subsection, a social security benefit is attribut-
able to a taxable year if the generally applicable payment
date for such benefit occurred during such taxal?le year.

“(B) ELECTION.—An election under this subsection shall
be made at such time and in such manner as the Secretary
shall by regulations prescribe. Such election, once made,
may be revoked only with the consent of the Secretary.

“(f) TREATMENT AS PENSION OR ANNUITY FOR CERTAIN PURPOSES.—
For purposes of—

“(1) section 43(c)(2) (defining earned income), 26 USC 43.

“(2) section 219(f)(1) (defining compensation), 26 USC 219.
“(3) section 221(b)(2) (defining earned income), and 26 USC 221.
“(4) section 911(b)(1) (defining foreign earned income), 26 USC 911.

any social security benefit shall be treated as an amount received as
a pension or annuity.”

11-139 0 - 83 - 2 (21)
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(b) INFORMATION REPORTING.—Subpart B of part I1I of subchapter
A of chapter 61 of such Code (relating to information concerning
transactions with other persons) is amended by adding at the end
thereof the following new section:

“SEC. 6050F. RETURNS RELATING TO SOCIAL SECURITY BENEFITS.

“(a) REQUIREMENT oF REPORTING.—The appropriate Federal offi-
cial shall make a return, according to the forms and regulations
prescrib(eic)i l;ly the Secretary, setting forth—

(13 t e_

“(A) aggregate amount of social security benefits paid
with respect to any individual during any calendar year,

“(B) aggregate amount of social security benefits repaid
by such individual during such calendar year, and

“(C) aggregate reductions under section 224 of the Social
Security Act (or under section 3(a)(1) of the Railroad Retire-
ment Act of 1974) in benefits which would otherwise have
been paid to such individual during the calendar year on
account of amounts received under a workmen’s compensa-
tion act, and

“(2) the name and address of such individual.

“(b) STATEMENTS To BE FurNIsHED To INDIVIDUALS WiTH RESPECT
To WHoMm INFORMATION Is FurNisHED.—Every person making a
return under subsection (a) shall furnish to each individual whose
name is set forth in such return a written statement showing—

“(1) the name of the agency making the payments, and

“(2) the aggregate amount of payments, of repaﬁments, and of
reductions, with respect to the individual as shown on such
return.

The written statement required under the preceding sentence shall
be furnished to the individual on or before January 31 of the year
following the calendar year for which the return under subsection
(a) was made.

“(c) DEFINITIONS.—For purposes of this section—

“(1) APPROPRIATE FEDERAL OFFICIAL.—The term ‘appropriate
Federal official’ means—

“(A) the Secretary of Health and Human Services in the
case of social security benefits described in section
86(d)(1)(A), and

“(B) the Railroad Retirement Board in the case of social
security benefits described in section 86(d)(1)(B).

“(2) Soc1AL secURITY BENEFIT.—The term ‘social security bene-
fit' has the meaning given to such term by section 86(d)(1).”

(c) TREATMENT OF NONRESIDENT ALIENS.—

(1) AMENDMENT OF SECTION 871 (a).—Subsection (a) of section
871 of such Code (relating to tax on income not connected with
United States business) is amended by adding at the end thereof
the following new paragraph:

“(3) TAXATION OF SOCIAL SECURITY BENEFITS.—For purposes of
this section and section 1441—

“(A) one-half of any social security benefit (as defined in
section 86(d)) shall be included in gross income, and

“(B) section 86 shall not apply.”

(2) AMENDMENT OF SECTION 1441.—Section 1441 of such Code
(relating to withholding of tax on nonresident aliens) is
amended by adding at the end thereof the following new subsec-
tion:
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“(g) CROSs REFERENCE.—

“For provision treating one-half of social security benefits as subject to

withholding under this section, see section 871(a)(3).”

(3) DISCLOSURE OF INFORMATION TO SOCIAL SECURITY ADMINIS-
TRATION OR RAILROAD RETIREMENT BOARD.—

(A) IN cENErRAL.—Subsection (h) of section 6103 of such
Code (relating to disclosure to certain Federal officers and
employees for purposes of tax administration, etc.) is
amended by adding at the end thereof the following new
paragraph:

“(6) WITHHOLDING_ OF TAX FROM SOCIAL SECURITY BENEFITS.—
Upon written request of the payor agency, the Secretary may
disclose available return information from the master files of
the Internal Revenue Service with respect to the address and
status of an individual as a nonresident alien or as a citizen or
resident of the United States to the Social Security Administra-
tion or the Railroad Retirement Board (whichever is appropri-
ate) for purposes of carrying out its responsibilities for
withholding tax under section 1441 from social security benefits
(as defined in section 86(d)).”

(B) CONFORMING AMENDMENT.—Paragraph (4) of section
6103(p) of such Code (relating to safeguards) is amended by
inserting “(h)(6),” after “(h)2),” in the material preceding
subparagraph (A) and in subparagraph (F)(ii), thereof.

(C) D1SCLOSURE BY FINANCIAL INSTITUTIONS.—Section 1113
of the Right to Financial Privacy Act of 1978 (92 Stat. 3706;
12 U.S.C. 3413) is amended by adding at the end thereof the
following new subsection:

“(kX1) Nothing in this title shall apply to the disclosure by the
financial institution of the name and address of any customer to the
Department of the Treasury, the Social Security Administration, or
the Railroad Retirement Board, where the disclosure of such infor-
mation is necessary to, and such information is used solely for the
purpose of, the proper administration of section 1441 of the Internal
Revenue Code of 1954, title II of the Social Security Act, or the
Railroad Retirement Act of 1974.

“(2) Notwithstanding any other provision of law, any request
authorized by paragraph (1) (and the information contained therein)
may be used by the financial institution or its agents solely for the
purpose of providing the customer’s name and address to the De-
partment of the Treasury, the Social Security Administration, or the
Railroad Retirement Board and shall be barred from redisclosure by
the financial institution or its agents.”

(d) SociaL SecuriTy BENEFITS TREATED As UNITED STATES
SourCED.—Subsection (a) of section 861 of such Code (relating to
income from sources within the United States) is amended by adding
at the end thereof the following new paragraph:

“(8) SocIAL SECURITY BENEFITS.—Any social security benefit
(as defined in section 86(d)).”

(e) TRANSFERS TO TRUST FUNDS.—

(1) IN GENERAL.—There are hereby appropriated to each
payor fund amounts equivalent to the aggregate increase in tax
l'ai')ilities under chapter 1 of the Internal Revenue Code of 1954
which is attributable to the application of sections 86 and
871(a)(3) of such Code (as added by this section) to payments
from such payor fund.
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(2) TRANSFERs.—The amounts appropriated by paragraph (1)
to any payor fund shall be transferred from time to time (but
not less frequently than quarterly) from the general fund of the
Treasury on the basis of estimates made by the Secretary of the
Treasury of the amounts referred to in such paragraph. Any
such quarterly payment shall be made on the first day of such
quarter and shall take into account social security benefits
estimated to be received during such quarter. Proper adjust-
ments shall be made in the amounts subsequently transferred
to the extent prior estimates were in excess of or less than the
amounts required to be transferred.

(3) DeriNiTIONS.—For purposes of this subsection—

(A) Payor rUND.—The term “payor fund” means any
trust fund or account from which payments of social secu-
rity benefits are made.

(B) SociaL secuRrITY BENEFITS.—The term “social security
benefits” has the meaning given such term by section
86(d)(1) of the Internal Revenue Code of 1954.

(4) ReporTs.—The Secretary of the Treasury shall submit
annual reports to the Congress and to the Secretary of Health
and Human Services and the Railroad Retirement Board on—

(A) the transfers made under this subsection during the
year, and the methodology used in determining the amount
of (siuch transfers and the funds or account to which made,
an

(B) the anticipated operation of this subsection during the
next 5 years.

(f) TECHNICAL AMENDMENTS.—

(1) Subsection (a) of section 85 of such Code is amended by
striking out “this section,” and inserting in lieu thereof “this
section, section 86,”.

(2) Subparagraph (B) of section 128(c)@3) of such Code (as in
effect for taxable years beginning after December 31, 1984) is
gén,gnded by striking out “85,” and inserting in lieu thereof “85,

(3) The table of sections for part II of subchapter B of chapter
1 of such Code is amended by striking out the item relating to
section 86 and inserting in lieu thereof the following:

“Sec. 86. Social security and tier 1 railroad retirement benefits.

“Sec. 87. Alcohol fuel credit.”

(4) The table of sections for subpart B of part III of subchapter
A of chapter 61 of such Code is amended by adding at the end
thereof the following new item:

“Sec. 6050F. Returns relating to social security benefits.”

(g) EFFeCTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to benefits re-
ceived after December 31, 1983, in taxable years ending after
such date.

(2) TREATMENT OF CERTAIN LUMP-SUM PAYMENTS RECEIVED
AFTER DECEMBER 31, 1983.—The amendments made by this sec-
tion shall not apply to any portion of a lump-sum payment of
social security benefits (as defined in section 86(d) of the Inter-
nal Revenue Code of 1954) received after December 31, 1983, if
the generally applicable payment date for such portion was
before January 1‘,) 1984. '
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SEC. 122. CREDIT FOR THE ELDERLY AND THE PERMANENTLY AND
TOTALLY DISABLED.

(a) GENERAL RuLE.—Section 37 of the Internal Revenue Code of
1954 (relating to credit for the elderly) is amended to read as follows: 26 USC 317.

“SEC. 37. CREDIT FOR THE ELDERLY AND THE PERMANENTLY AND
TOTALLY DISABLED.

“(a) GENERAL RuLE—In the case of a qualified individual, there
shall be allowed as a credit against the tax imposed by this chapter
for the taxable year an amount equal to 15 percent of such individ-
ual’s section 37 amount for such taxable year.

“(b) QUALIFIED INDIVIDUAL.—For purposes of this section, the term
‘qualified individual’ means any individual—

‘1) who has attained age 65 before the close of the taxable
year, or

“(2) who retired on disability before the close of the taxable
ﬁgaxi) lartlid who, when he retired, was permanently and totally

isabled.

“(c) SectioN 87 AMoUNT.—For purposes of subsection (a)—

“(1) IN GENERAL.—An individual’s section 37 amount for the
taxable year shall be the apghcable initial amount determined
under paragraph (2), reduced as provided in paragraph (3) and
in subsection (d).

“(2) INITIAL AMOUNT—

“(A) IN_GENERAL.—EX(;(i{)t as provided in subparagraph
(B), the initial amount shall be—

“(1) $5,000 in the case of a single individual, or a joint
return where only one spouse is a qualified individual,

“(i) $7,500 in the case of a joint return where both
spouses are %uahfied individuals, or

“(iii) $3,750 in the case of a married individual filing
a separate return.

‘“(B) LIMITATION IN CASE OF INDIVIDUALS WHO HAVE NOT
ATTAINED AGE 65.— _

“(i) IN GENERAL.—In the case of a qualified individual
who has not attained age 65 before the close of the
taxable year, excaeﬁt as provided in clause (ii), the
initial amount shall not exceed the disability income
for the taxable year.

“(ii) SPECIAL RULES IN CASE OF JOINT RETURN —In the
case of a joint return where bhoth sgouses are qualified
individuals and at least one s%ouse as not attained age
65 before the close of the taxable year—

“() if both spouses have not attained age 65
before the close of the taxable year, the initial
amount shall not exceed the sum of such spouses’
disability income, or

“(II) if one spouse has attained age 65 before the
close of the taxable year, the initial amount shall
not exceed the sum of $5,000 plus the disability
income for the taxable year of the spouse who has
not attained age 65 before the close of the taxable

ear.
“(i){i) DisaBiLITY iNcOME.—For purposes of this sub-

paragraph, the term ‘disability income’ means the ag-

gregate amount includable in the gross income of the

individual for the taxable year under section 72 or 26 USC72.
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105(a) to the extent such amount constitutes wages (or
payments in lieu of wages) for the period during which
the individual is absent from work on account of per-
manent and total disability.

“(3) REDUCTION.—

“(A) IN GeNERAL.—The reduction under this paragraph is
an amount equal to the sum of the amounts received by the
individual (or, in the case of a joint return, by either spouse)
as a pension or annuity or as a disability benefit—

‘;i(i) which is excluded from gross income and payable
under—
“(I) title II of the Social Security Act,
“II) the Railroad Retirement Act of 1974, or
“(IT1) a law administered by the Veterans’ Ad-
ministration, or
“(ii) which is excluded from gross income under any
provision of law not contained in this title.
No reduction shall be made under clause (i)(III) for any
amount described in section 104(a)(4).

‘“(B) TREATMENT OF CERTAIN WORKMEN’S COMPENSATION
BENEFITS.—For purposes of subparagraph (A), any amount
treated as a social security benefit under section 86(d)(3)
shall be treated as a disability benefit received under title II
of the Social Security Act.

“(d) LIMITATIONS.—

“(1) ADJUSTED GROSS INCOME LIMITATION.—If the adjusted
gross income of the taxpayer exceeds—

“(A) $7,500 in the case of a single individual,

“(B) $10,000 in the case of a joint return, or

“C) $5,000 in the case of a married individual filing a
separate return,

the section 37 amount shall be reduced by one-half of the excess
of the adjusted gross income over $7,500, $10,000, or $5,000, as
the case may be.

“(2) LIMITATION BASED ON AMOUNT OF TAX.—The amount of
the credit allowed by this section for the taxable year shall not
exceed the amount of the tax imposed by this chapter for such
taxable year.

“(e) DEFINITIONS AND SPECIAL RULEs.—For purposes of this sec-

tion—

“(1) MARRIED COUPLE MUST FILE JOINT RETURN.—Except in the
case of a husband and wife who live apart at all times during
the taxable year, if the taxpayer is married at the close of the
taxable year, the credit provided by this section shall be allowed
only if the taxpayer and his spouse file a joint return for the
taxable year.

“(2) MARITAL sTATUs.—Marital status shall be determined
under section 143.

‘(8) PERMANENT AND TOTAL DISABILITY DEFINED.—An individ-
ual is permanently and totally disabled if he is unable to engage
in any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can be
expected to result in death or which has lasted or can be
expected to last for a continuous period of not less than 12
months. An individual shall not be considered to be perma-
nently and totally disabled unless he furnishes proof of the
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existe ice thereof in such form and manner, and at such times,
as the Secretary may require.

“(f) NONRESIDENT ALIEN INELIGIBLE FOR CREDIT.—No credit shall
be allowed under this section to any nonresident alien.”

(b) REPEAL OF ExCLUSION FOR CERTAIN DISABILITY PAYMENTS.—
Subsection (d) of section 105 of such Code (relating to certain disabil-
ity payments) is hereby repealed.

(c) CONFORMING AMENDMENTS. —

(1) Sections 41(b)2), 44A(b)(2), 46(a)(4)(B), 53(a)(2), and 904(g) of
such Code are each amended by striking out “relating to credit
for the elderly” and inserting in lieu thereof “relating to credit
for the elderly and the permanently and totally disabled”.

(2) Subsection (a) of section 85 of such Code is amended by
striking out “, section 105(d),”.

(3) Subparagraph (B) of section 128(c)3) of such Code (as in
effect for taxable years beginning after December 31, 1984) is
amended by striking out “105(d),”.

(4) Paragraph (3) of section 403(b) of such Code is amended by
striking out “sections 105(d) and 911” and inserting in lieu
thereof “section 911”.

(5) Clause (i) of section 415(c)3)(C) of such Code is amended by
striking out “section 105(dX4)” and inserting in lieu thereof
“section 37(e)(3)”.

(6) Paragraph (6) of section 7871(a) of such Code is amended by
striking out subparagraph (A), and by redesignating subpara-
graphs (B), (C), and (D) as subparagraphs (A), (B), and (C),
respectively.

(7) The table of sections for subpart A of part IV of subchapter
A of chapter 1 of such Code is amended by striking out the item
relating to section 37 and inserting in lieu thereof the following:

“Sec. 37. Credit for the elderly and the permanently and totally disabled.”

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by this section shall
apply to taxable years beginning after December 31, 1983.

(2) TRANSITIONAL RULE.—If an individual’s annuity starting
date was deferred under section 105(d)(6) of the Internal Reve.
nue Code of 1954 (as in effect on the day before the date of the
enactment of this section), such deferral shall end on the first
day of such individual’s first taxable year beginning after De-
cember 31, 1983.

SEC. 123. ACCELERATION OF INCREASES IN FICA TAXES; 1984 EMPLOYEE
TAX CREDIT.

(a) ACCELERATION OF INCREASES IN FICA TAXES.—

(1) TAX ON EMPLOYEES.—Subsection (a) of section 3101 of the
Internal Revenue Code of 1954 (relating to rate of tax on
employees for old-age, survivors, and disability insurance) is
amended by striking out paragraphs (1) through (7) and insert-
ing in lieu thereof the following:

“In cases of wages The rate
received during: shall be:
1984, 1985, 1986, or 1987.........cccevunnn.. 5.7 percent
1988 0or 1989........ccoorcrrririieeeee e 6.06 percent

1990 or thereafter...........ccccovunrnnnnnen. 6.2 percent.”
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(2) EMPLOYER TAX.—Subsection (a) of section 3111 of such Code
is amended by striking out paragraphs (1) through (7) and
inserting in lieu thereof the following:

“In cases of wages The rate
paid during: shall be:
1984, 1985, 1986, or 1987......ccovvvveveennne 5.7 percent
1988 or 1989.............. .. 6.06 percent
1990 or thereafter.... 6.2 percent.”

(3) EFFecTIVE DATE.—The amendments made by this subsec-
tion shall apply to remuneration paid after December 31, 1983.
(b) 1984 EMPLOYEE TAaX CREDIT.—
(1) INn GeNeEraL.—Chapter 25 of such Code is amended by
adding at the end thereof the following new section:

“SEC. 3510. CREDIT FOR INCREASED SOCIAL SECURITY EMPLOYEE TAXES
AND RAILROAD RETIREMENT TIER 1 EMPLOYEE TAXES IM-
POSED DURING 1984.

“(a) GENERAL RULE.—There shall be allowed as a credit against
the tax imposed by section 3101(a) on wages received during 1984 an
amount equal to %10 of 1 percent of the wages so received.

“(b) TiME CrEDIT ALLOWED.—The credit under subsection (a) shall
be taken into account in determining the amount of the tax
deducted under section 3102(a).

“(c) WaGEs.—For purposes of this section, the term ‘wages’ has the
meaning given to such term by section 3121(a).

“(d) APPLICATION TO AGREEMENTS UNDER SECTION 218 OF THE
SociaL SecuriTy Act.—For purposes of determining amounts equiv-
alent to the tax imposed by section 3101(a) with respect to remu-
neration which—

“1) is covered by an agreement under section 218 of the
Social Security Act, and

“(2) is paid during 1984,

the credit allowed by subsection (a) shall be taken into account. A
similar rule shall also apply in the case of an agreement under
section 3121(1).

“(e) CREDIT AGAINST RAILROAD RETIREMENT EMPLOYEE AND EM-
PLOYEE REPRESENTATIVE TAXES.—

“(1) IN GENERAL.—There shall be allowed as a credit against
the taxes imposed by sections 3201(a) and 3211(a) on compensa-
tion paid during 1984 and subject to such taxes at rates deter-
mined by reference to section 3101 an amount equal to %o of 1
percent of such compensation.

“(2) TIME CREDIT ALLOWED.—The credit under paragraph (1)
shall be taken into account in determining the amount of the
tax deducted under section 3202(a) (or the amount of the tax
under section 3211(a)).

- “(3) CompENsATION.—For purposes of this subsection, the
term ‘compensation’ has the meaning given to such term by
section 3231(e).

“(f) CoorDINATION WITH SECTION 6413(c).—For purposes of subsec-
tion (¢) of section 6413, in determining the amount of the tax
imposed by section 3101 or 3201, any credit allowed by this section
shall be taken into account.”

(2) CLErRICAL AMENDMENT.—The table of sections for chapter
25 of such Code is amended by adding at the end thereof the
following new item:
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“Sec. 3510. Credit for increased social security employee taxes and rzilroad
retirement tier 1 employee taxes imposed during 1984.”

(3) EFFeCTIVE DATE.—The amendments made by this subsec-
tion shall apply to remuneration paid during 1984.

(4) DEPOSITS IN SOCIAL SECURITY TRUST FUNDS.—For purposes
of subsection (h) of section 218 of the Social Security Act (relat-
ing to deposits in social security trust funds of amounts received
under section 218 agreements), amounts allowed as a credit
pursuant to subsection (d) of section 3510 of the Internal Reve-
nue Code of 1954 (relating to credit for remuneration paid
during 1984 which is covered under an agreement under section
218 of the Social Security Act) shall be treated as amounts
received under such an agreement.

(5) DEPOSITS IN RAILROAD RETIREMENT ACCOUNT.—For purposes
of subsection (a) of section 15 of the Railroad Retirement Act of
1974, amounts allowed as a credit under subsection (e) of section
3510 of the Internal Revenue Code of 1954 shall be treated as
amounts covered into the Treasury under subsection (a) of
section 3201 of such Code.

SEC. 124. TAXES ON SELF-EMPLOYMENT INCOME; CREDIT AGAINST SUCH
TAXES FOR YEARS BEFORE 1990; DEDUCTION OF SUCH TAXES
FOR YEARS AFTER 1989.

(a) INCREASE IN RaTEs.—Subsections (a) and (b) of section 1401 of
the Internal Revenue Code of 1954 (relating to rates of tax on self-
employment income) are amended to read as follows:

‘“(a) OLD-AGE, SURVIVORS, AND D1SABILITY INSURANCE.—In addition
to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, a tax equal to the
following percent of the amount of the self-employment income for
such taxable year:

“In the case of a taxable year

Beginning after: And before: Percent:
December 31, 1983......... January 1, 1988 11.40
December 31, 1987......... January 1, 1990 12.12
December 31, 1989.........couecmmmnnniseensesnessssssseeeseseesesessesseseaseesesseenessens 12.40

“(b) HosprTAL INSURANCE.—In addition to the tax imposed by the
preceding subsection, there shall be imposed for each ‘axable year,
on the self-employment income of every individual, a tax equal to
the following percent of the amount of the self-employment income
for such taxable year:

“In the case of a taxable year

Beginning after: And before: Percent:
December 31, 1983......... January 1, 1985.... 2.60
December 31, 1984......... January 1, 1986 2.70
December 31, 1985 . 2.90.

(b) CreEDpIT FOR YEARS BEFORE 1990 AGAINST SELF-EMPLOYMENT
Taxes.—Section 1401 of such Code is amended by redesignating
subsection (c) as subsection (d) and by inserting after subsection (b)
the following new subsection:

“(c) CREDIT AGAINST TAXES IMPOSED BY THIS SECTION.—

(1) IN GENERAL.—In the case of a taxable year beginning
before 1990, there shall be allowed as a credit against the taxes
imposed by this section for any taxable year an amount equal to
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the applicable percentage of the self-employment income of the
individual for such taxable year.

‘“(2) APPLICABLE PERCENTAGE.—For purposes of paragraph (1),
the applicable percentage shall be determined in zccordance
with the following table:

“In the case of taxable The applicable
years beginning in: percentage is:
2.7

23
20

(c) ALLOWANCE OF DEDUCTION FOR YEARS AFTER 1989 ror ONE-
HALF OF TAXES ON SELF-EMPLOYMENT INCOME.—

(1) IN GENERAL.—Section 164 of such Code (relating to deduc-
tion for taxes) is amended by redesignating subsection (f) as
subsection (g) and by inserting after subsection (e) the following
new subsection:

“(f) DEpucTION FOR ONE-HALF OF SELF-EMPLOYMENT TAXES.—

“(1) IN ceENERAL.—In the case of an individual, in addition to
the taxes described in subsection (a), there shall be allowed as a
deduction for the taxable year an amount equal to one-half of
the taxes imposed by section 1401 for such taxable year.

“(2) DEDUCTION TREATED AS ATTRIBUTABLE TO TRADE OR BUSI-
NEss.—For purposes of this chapter, the deduction allowed by
paragraph (1) shall be treated as attributable to a trade or
business carried on by the taxpayer which does not consist of
the performance of services by the taxpayer as an employee.”

(2) ALTERNATIVE DEDUCTION ALLOWED IN COMPUTING SELF-EM-
PLOYMENT TAXES.—Subsection (a) of section 1402 of such Code
(defining net earnings from self-employment) is amended by
striking out “and” at the end of paragraph (11), by redes-
ignating paragraph (12) as paragraph (13), and by inserting
after paragraph (11) the following new paragraph:

“(12) in lieu of the deduction provided by section 164(f) (relat-
ing to deduction for one-half of self-employment taxes), there
shall be allowed a deduction equal to the product of—

‘(A) the taxpayer’s net earnings from self-employment
for the taxable year (determined without regard to this
paragraph), and

“(B) one-half of the sum of the rates imposed by subsec-
tions (a) and (b) of section 1401 for such year; and”’.

(3) CONFORMING AMENDMENT TO SOCIAL SECURITY ACT.—Sub-
section (a) of section 211 of the Social Security Act is amended
by striking out “and” at the end of paragraph (10), by redes-
ignating paragraph (11) as paragraph (12), and by inserting
after paragraph (10) the following new paragraph:

“(11) In lieu of the deduction provided by section 164(f) of the
Internal Revenue Code of 1954 (relating to deduction for one-
half of self-employment taxes), there shall be allowed a deduc-
tion equal to the product of—

“(A) the taxpayer’s net earnings from self-employment
for the taxable year (determined without regard to this
paragraph), and

“(B) one-half of the sum of the rates imposed by subsec-
tio(xils (a) and (b) of section 1401 of such Code for such year;
and”. -

(4) SECTION 164 (F) DEDUCTION TAKEN INTO ACCOUNT IN COM-
PUTING EARNED INCOME.—
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(A) Subparagraph (A) of section 401(c)2) of such Code
(defining earned income) is amended by striking out “and”
at the end of clause (iv), by striking out the period at the
end of clause (v) and inserting in lieu thereof “, and”, and
by inserting after clause (v) the following new clause:

“(vi) with regard to the deduction allowed to the
taxpayer by section 164(f).”

(B) Clause (ii) of section 43(c)2XA) of such Code is
amended by inserting before the period “, but such net
earnings shall be determined with regard to the deduction
allowed to the taxpayer by section 164(f)”.

(5) CONFORMING AMENDMENT.—Subsection (a) of section 275 of
such Code (relating to denial of deduction for certain taxes) is
amended by adding at the end thereof the following new sen-
tence:

‘“Paragraph (1) shall not apply to any taxes to the extent such taxes
are allowable as a deduction under section 164(f).”
(d) EFFeCTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to taxable years
beginning after December 31, 1983.

(2) SussecTioN (¢).—The amendments made by subsection (c)
shall apply to taxable years beginning after December 31, 1989.

SEC. 125. TREATMENT OF CERTAIN FACULTY PRACTICE PLANS.

(a) GENERAL RULE.—For purposes of subsection (s) of section 3121
of the Internal Revenue Code of 1954 (relating to concurrent employ-
ment by 2 or more employers)—

(1) the following entities shall be deemed to be related corpo-
rations:
(A) a State university which employs health professionals
as faculty members at a medical school, and
(B) a faculty practice plan described in section 501(c)(3) of
%u%h Code and exempt from tax under section 501(a) of such
ode—
(i) which employs faculty members of such medical
school, and
(ii) 30 percent or more of the employees of which are
concurrently employed by such medical school; and
(2) remuneration which is disbursed by such faculty practice
plan to a health professional employed by both such entities
shall be deemed to have been actually disbursed by such univer-
sity as a common paymaster and not to have been actually
disbursed by such faculty practice plan.

(b) ErrecTiVE DATE.—The provisions of subsection (a) shall apply

to remuneration paid after December 31, 1983.

ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

SEc. 126. (a) Section 201(b)(1) of the Social Security Act is amended
by striking out clauses (K) through (M) and inserting in lieu thereof
the following: “(K) 1.65 per centum of the wages (as so defined) paid
after December 31, 1981, and before January 1, 1983, and so
reported, (L) 1.25 per centum of the wages (as so defined) paid after
December 31, 1982, and before January 1, 1984, and so reported, (M)
1.00 per centum of the wages (as so defined) paid after December 31,
1983, and before January 1, 1988, and so reported, (N) 1.06 per
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centum of the wages (as so defined) paid after December 31, 1987,
and before January 1, 1990, and so reported, (O) 1.20 per centum of
the wages (as so defined) paid after December 31, 1989, and before
dJanuary 1, 2000, and so reported, and (P) 1.42 per centum of the
wages (as so defined) paid after December 31, 1999, and so
reported,”.

(b) Section 201(b)(2) of such Act is amended by striking out clauses
(K) through (M) and inserting in lieu thereof the following: ‘(K)
1.2375 per centum of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after December
31, 1981, and before January 1, 1983, (L) 0.9375 per centum of the
amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1982, and before
January 1, 1984, (M) 1.00 per. centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year begin-
ning after December 31, 1983, and before January 1, 1988, (N) 1.06
per centum of the self-employment income (as so defined) so
reported for any taxable year beginning after December 31, 1987,
and before January 1, 1990, (O) 1.20 per centum of the amount of
self-employment income (as so defined) so reported for any taxable
year beginning after December 31, 1989, and before January 1, 2000,
and (P) 1.42 per centum of the self-employment income (as so
gieﬁn;&) so reported for any taxable year beginning after December

, 1999,”. .

PART D—BENEFITS FOR CERTAIN SURVIVING, DIVORCED, AND
DisABLED SPOUSES

BENEFITS FOR SURVIVING DIVORCED SPOUSES AND DISABLED WIDOWS
AND WIDOWERS WHO REMARRY

Sec. 131. (a)1) Section 202(e)3) of the Social Security Act is
repealed.

(2) Section 202(e)(4) of such Act is amended to read as follows:

“(4) For purposes of paragraph (1), if—

“(A) a widow or surviving divorced wife marries after attain-
ing age 60 (or after attaining age 50 if she was entitled before
such marriage occurred to benefits based on disability under
this subsection), or

“(B) a disabled widow or disabled surviving divorced wife
described in paragraph (1)(B)(ii) marries after attaining age 50,

such marriage shall be deemed not to have occurred.”.

(3)A) Section 202(e) of such Act is further amended by redes-
ignating dparagraph (4) (as amended by paragraph (2) of this subsec-
tion), and paragraphs (5) through (8), as paragraphs (3) through (7),
respectively.

(B) Section 202(e)(1)(B)ii) of such Act is amended by striking out
“(5)” and inserting in lieu thereof “(4)”.

(C) Section 202(e)(1)(F) of such Act is amended by striking out “(6)”
in clause (i) and “(5)” in clause (ii) and inserting in lieu thereof “(5)”
and “(4)”, respectively.

(D) Section 202(e)(2)(A) of such Act is amended by striking out
“(8)" and inserting in lieu thereof “(7)”.

(E) The paragraph of section 202(e) of such Act redesignated as
paragraph (5) by subparagraph (A) of this paragraph is amended by
striking out “‘(5)” andp inserting in lieu thereof “(4)”.
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(F) The paragraph of such section 202(e) redesignated as para-
graph (7) by subparagraph (A) of this paragraph is amended by
striking out ‘‘(4)"’ and inserting in lieu thereof ‘(3)”.

(G) Section 202(k) of such Act is amended by striking out “(eX4)”
each place it appears in paragraphs (2(B) and (3XB) and inserting in
lieu thereof “(eX3)".

“(H) Section 226(e)(1XA) of such Act is amended by striking out
“202(e)(5)” and inserting in lieu thereof “202(eX4)”.

(b)(1) Section 202(f)(4) of such Act is repealed.

(2) Section 202(fX5) of such Act is amended to read as follows:

“(5) For purposes of paragraph (1), if—

“(A) a widower marries after attaining age 60 (or after attain-
ing age 50 if he was entitled before such marriage occurred to
benefits based on disability under this subsection), or

“(B) a disabled widower described in paragraph (1XBXii) mar-
ries after attaining age 50,

such marriage shall be deemed not to have occurred.”.

(3XA) Section 202(f) of such Act is further amended by redes-
ignating paragraph (5) (as amended by paragraph (2) of this subsec-
tion), and paragraphs (6) through (8), as paragraphs (4) through (7),
respectively.

(B) Section 202(f)(1)(BXii) of such Act is amended by striking out
“(6)” and inserting in lieu thereof “(5)”.

(C) Section 202(f)(1)X(F) of such Act is amended by striking out “(7)”’
in clause (i) and ‘(6)” in clause (ii) and inserting in lieu thereof ‘‘(6)"
and ‘“(5)”, respectively.

(D) Section 202(f)(2)(A) of such Act is amended by striking out “(5)”
and inserting in lieu thereof ‘‘(4)".

(E) The paragraph of section 202(f) of such Act redesignated as
paragraph (6) by subparagraph (A) of this paragraph is amended by
striking out “(6)"” and inserting in lieu thereof “(5)".

(F) Section 202(k) of such Act is amended by striking out “(fX5)”
each place it appears in paragraphs (2)(B) and (3XB) and inserting in
lieu thereof “(f)(4)”.

(G) Section 226(e)(1)A) of such Act is amended by striking out
“202(f)(6)"" and inserting in lieu thereof ‘“202(f)(5)".

(c)(1) Section 202(s)2) of such Act is amended by striking out
“Subsection (f)4), and so much of subsections (b)3), (dX5), (e)3),
(g)3), and (h)(4)” and inserting in lieu thereof “So much of subsec-
tions (b)(3), (d)(5), (g)3), and (h)4)".

(2) Section 202(s)(3) of such Act is amended by striking out ‘“(eX3),”.

(d)(1) The amendments made by this section shall be effective with
respect to monthly benefits payable under title II of the Social
Security Act for months after December 1983.

(2) In the case of an individual who was not entitled to a monthly
benefit of the type involved under title II of such Act for December
1983, no benefit shall be paid under such title by reason of such
amendments unless proper application for such benefit is made.

ENTITLEMENT TO DIVORCED SPOUSE’'S BENEFITS WITHOUT REGARD TO
ENTITLEMENT OF INSURED INDIVIDUAL TO BENEFITS; EXEMPTION OF
DIVORCED SPOUSE'S BENEFITS FROM DEDUCTION ON ACCOUNT OF
WORK

Sec. 132. (a) Section 202(b) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:
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“(5XA) Notwithstanding the preceding provisions of this subsec-
tion, except as provided in subparagraph (B), the divorced wife of an
individual who is not entitled to old-age or disability insurance
benefits, but who has attained age 62 and is a fully insured indi-
vidual (as defined in section 214), if such divorced wife—

“(i) mzets the requirements of subparagraphs (A) through (D)
of paragraph (1), and

‘(i) has been divorced from such insured individual for not
less than 2 years,

shall be entitled to a wife’s insurance benefit under this subsection
for each month, in such amount, and beginning and ending with
such months, as determined (under regulations of the Secretary) in
the manner otherwise provided for wife’s insurance benefits under
this subsection, as if such insured individual had become entitled to
old-age insurance benefits on the date on which the divorced wife
first meets the criteria for entitlement set forth in clauses (i) and (ii).

“(B) A wife’s insurance benefit provided under this paragraph
which has not otherwise terminated in accordance with suvpara-
graph (E), (F), (H), or (J) of paragraph (1) shall terminate with the
month preceding the first month in which the insured individual is
no longer a fully insured individual.”.

(b)(1)(A) Section 203(b) of such Act is amended—

(i) by inserting “(1)” after “(b)”;

(ii) by striking out ‘(1) such individual's benefit” and “(2) if
such individual” and inserting in lieu thereof ‘(A) such individ-
ual’s benefit” and “(B) if such individual”, respectively;

(iii) by striking out “clauses (1) and (2)” and inserting in lieu
thereof “clauses (A) and (B)”;

(iv) by striking out ‘(A) an individual” and “(B) if a deduc-
tion” and inserting in lieu thereof ‘(i) an individual” and “(ii) if
a deduction”, respectively; and

(v) by adding at the end thereof the following new paragraph:

“(2) When any of the other persons referred to in paragraph (1)(B)
is entitled to monthly benefits as a divorced spouse under section
202 (b) or (c) for any month and such person has been so divorced for
not less than 2 years, the benefit to which he or she is entitled on
the basis of the wages and self-employment income of the individual
referred to in paragraph (1) for such month shall be determined
without regard to deductions under this subsection as a result of
excess earnings of such individual, and the benefits of all other
individuals who are entitled for such month to monthly benefits
under section 202 on the basis of the wages and self-employment
income of such individual referred to in paragraph (1) shall be
determined as if no such divorced spouse were entitled to benefits
for such month.”.

(B)(i) Section 203(f)(1) of such Act is amended— )

I) in the first sentence, by inserting “(excluding divorced
spouses referred to in subsection (b)(2))” after “all other per-
sons” the first place it appears, and by striking out “all other
persons” the second place it appears and inserting in lieu
thereof “all such other persons”; and

(II) in the second sentence, by inserting “(excluding divorced
spouses referred to in subsection (b)(2))” after “other persons”.

(ii) Section 203(f)(7) of such Act is amended by inserting “‘(exclud-
ing divorced spouses referred to in subsection (b)(2))” after “all

ersons’’.
P (2) Section 203(d)(1) of such Act is amended—
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(A) by inserting “(A)” after “(dX1)”; and .
(B)hby adding at the end thereof the following new subpara-
graph:

“(B) When any divorced spouse is entitled to monthly benefits
under section 202 (b) or (c) for any month and such divorced spouse
has been so divorced for not less than 2 years, the benefit to which
he or she is entitled for such month on the basis of the wages and
self-employment income of the individual entitled to old-age insur-
ance benefits referred to in subparagraph (A) shall be determined
without regard to deductions under this paragraph as a result of
excess earnings of such individual, and the benefits of all other
individuals who are entitled for such month to monthly benefits
under section 202 on the basis of the wages and self-employment
income of such individual referred to in subparagraph (A) shall be
determined as if no such divorced spouse were entitled to benefits
for such month.”.

(cX1) The amendments made by subsection (a) shall apply with
respect to monthly insurance benefits for months after December
1983,8but only on the basis of applications filed on or after January
1, 1985.

(2) The amendments made by subsection (b) shall apply with
regzsg;;ect to monthly insurance benefits for months after December
1984.

INDEXING OF DEFERRED SURVIVING SPOUSE’S BENEFITS TO RECENT
WAGE LEVELS

Sec. 133. (a)1) Section 202(e)(2) of the Social Security Act is
amended—

(éX) by redesignating subparagraph (B) as subparagraph (D);
an

(B) by striking out “(2)(A) Except” and all that follows down

through “If such deceased individual” and inserting in lieu
thereof the following:

‘“(2)(A) Except as provided in subsection (q), paragraph (8) of this
subsection, and subparagraph (D) of this paragraph, such widow’s
insurance benefit for each month shall be equal to the primary
insurance amount (as determined for purposes of this subsection
after application of subparagraphs (B) and (C)) of such deceased
individual.

“(B)(1) For purposes of this subsection, in any case in which such
deceased individual dies before attaining age 62 and section 215(a)1)
(as in effect after December 1978) is applicable in determining such
individual’s primary insurance amount—

“(D such primary insurance amount shall be determined
under the formula set forth in section 215(a)1)B) (i) and (ii)
which is applicable to individuals who initially become eligible
for old-age insurance benefits in the second year after the year
specified in clause (ii),

“(II) the year specified in clause (ii) shall be substituted for
th(:i second calendar year specified in section 215(b)(3)(A)Gi)D),
an

“(IITI) such primary insurance amount shall be increased
under section 215(i) as if it were the Primary insurance amount
referred to in section 215(1)2)(A)ii)1I), except that it shall be
increased only for years beginning after the first year after the
year specified in clause (ii).
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“(i1) The year specified in this clause is the earlier of—

“(I) the year in which the deceased individual attained age 60,
or would have attained age 60 had he lived to that age, or

“(II) the second year preceding the year in which the widow or
surviving divorced wife first meets the requirements of para-
graph (1)B) or the second year preceding the year in which the
deceased individual died, whichever is later.

“(ii1) This subparagraph shall apply with respect t¢ any benefit
under this subsection only to the extent its application does not
result in a primary insurance amount for purposes of this subsection
which is less than the primary insurance amount otherwise deter-
mined for such deceased individual under section 215.

“(C) If such deceased individual.”.

(2) Section 202(e) of such Act (as amended by paragraph (1) of this
subsection) is further amended—

(A) in paragraph (1¥D) and in the matter in paragraph (1)
following subparagraph (F)ii), by inserting “(as determined
after application of subparagraphs (B) and (C) of paragraph (2))”
after “primary insurance amount”’; and

(B) in paragraph (2)(DXii), by inserting “(as determined with-
out regard to subparagraph (C))’ after “primary insurance
amount’’.

(bX1) Section 202(f)(3) of such Act is amended—

(é\) by redesignating subparagraph (B) as subparagraph (D);
an

(B) by striking out “(3)A) Except” and all that follows down
through “If such deceased individual” and inserting in lieu
thereof the following:

“(3)A) Except as provided in subsection (q), paragraph (2) of this
subsection, and subparagraph (D) of this paragraph, such widower’s
insurance benefit for each month shall be equal to the primary
insurance amount (as determined for purposes of this subsection
after application of subparagraphs (B) and (C)) of such deceased
individual.

“(B)(i) For purposes of this subsection, in any case in which such
deceased individual dies before attaining age 62 and section 215(a)(1)
(as in effect after December 1978) is applicable in determining such
individual’s primary insurance amount—

“(I) such primary insurance amount shall be determined
under the formula set forth in section 215(a)(1)(B) (i) and (ii)
which is applicable to individuals who initially become eligible
for old-age insurance benefits in the second year after the year
specified in clause (i1),

‘“(IT) the year specified in clause (ii) shall be substituted for
th% second calendar year specified in section 215(b)3)AXii)I),
an

“(III) such primary insurance amount shall be increased
under section 215(1) as if it were the primary insurance amount
referred to in section 215(i)(2)(A)iiXII), except that it shall be
increased only for years beginning after the first year after the
year specified in clause (ii).

“(11) The year specified in this clause is the earlier of—

“(I) the year in which the deceased individual attained age 60,
or would have attained age 60 had she lived to that age, or

“(IT) the second year preceding the year in which the widower
first meets the requirements of paragraph (1)(B) or the second
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year preceding the year in which the deceased individual died,
whichever is later.

“(iii) This subparagraph shall apply with respect to any benefit
under this subsection only to the extent its application does not
result in a primary insurance amount for purposes of this subsection
which is less than the primary insurance amount otherwise deter-
mined for such deceased individual under section 215.

“(C) If such deceased individual.”.

(2) Section 202(f) of such Act (as amended by paragraph (1) of this
subsection) is further amended—

(A) in paragraph (1)D) and in the matter in paragraph (1)
following subparagraph (F)(ii), by inserting “(as determined
after application of subparagraphs (B) and (C) of paragraph (3))”
after “primary insurance amount’’; and

(B) in paragraph (3)(D)Gi), by inserting “(as determined with-
out regard to subparagraph (C))” after “primary insurance
amount”.

(c) The amendments made by this section shall apply with respect
to monthly insurance benefits for months after December 1984 for
individuals who first meet all criteria for entitlemert to benefits
under section 202 (e) or (f) of the Social Security Act (other than
making application for such benefits) after December 1984.

LIMITATION ON BENEFIT REDUCTION FOR EARLY RETIREMENT IN CASE
OF DISABLED WIDOWS AND WIDOWERS

Sec. 134. (a)(1) Section 202(q)1) of the Social Security Act is
amended by striking out the semicolon at the end of subparagraph
(BXii) and all that follows and inserting in lieu thereof a period.

(2)(A) Section 202(q)(6) of such Act is amended to read as follows:

“(6) For purposes of this subsection, the ‘reduction period’ for an
individual's old-age, wife’s, husband’s, widow’s, or widower’s insur-
ance benefit is the period—

“(A) beginning—

“@i) in the case of an old-age or husband’s insurance
benefit, with the first day of the first month for which such
individual is entitled to such benefit,

“(ii) in the case of a wife’s insurance benefit, with the
first day of the first month for which a certificate described
in paragraph (5)(A)() is effective, or

“(iii) in the case of a widow’s or widower’s insurance
benefit, with the first day of the first month for which such
individual is entitled to such benefit or the first day of the
month in which such individual attains age 60, whichever is
the later, and

“(B) endinﬁ with the last day of the month before the month
in which such individual attains retirement age.”.

(B) Section 20Z(q)3)XG) of such Act is amended by striking out
‘“paragraph (6)(A) (or, if such paragraph does not apply, the period
Specihﬁeéi) in paragraph (6)(B))” and inserting in lieu thereof “para-
graph (6)”.

(C) Section 202(q) of such Act is further amended, in paragraphs
(L)BX1), (3)E)ii), and BXF)ii)D), by striking out “paragraph (6XA)”
and inserting in lieu thereof “paragraph (6)”.

(3) Section 202(q)(7) of such Act is amended by striking out the
fr‘nlaittex_' preceding subparagraph (A) and inserting in lieu thereof the
ollowing:

11-139 0 - 83 ~ 3 (21)
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“(7) For purposes of this subsection, the ‘adjusted reduction
period’ for an individual's old-age, wife’s, husband’s, widow's, or
widower’s insurance benefit is the reduction period prescribed in
paragraph (6) for such benefit, excluding—".

42 USC 402. (4) Section 202(q)(10) of such Act is amended—

(A) in that part of the second sentence preceding clause (A),
by striking out “or an additional adjusted reduction period”;

(B) in clauses (B)i) and (C)i), by striking out “, plus the
number of months in the adjusted additional reduction period
multiplied by 4%240 of 1 percent”;

(C) in clause (B)ii), by striking out “plus the number of
months in the additional reduction period multiplied by *%40 of
1 percent,”’; and

(D) in clause (C)ii), by striking out “plus the number of
months in the adjusted additional reduction period multiplied
‘by 4%40 of 1 percent.”.

(b) Section 202(m)2)B) of such Act (as applicable after the enact-

‘

95 Stat. 1660. ment of section 2 of Public Law 97-123) is amended by striking out
“sué)sgction (@)6)AXii)” and inserting in lieu thereof “subsection
(q@)(6)B)”.

Effective date. (c) The amendments made by this section shall apply with respect

42USC 402 note. 4 henefits for months after December 1983.

ParT E—MECHANISMS TO ASSURE CONTINUED BENEFIT PAYMENTS IN
UNEXPECTEDLY ADVERSE CONDITIONS

NORMALIZED CREDITING OF SOCIAL SECURITY TAXES TO TRUST FUNDS

42 USC 401. SEc. 141. (a)(1) The last sentence of section 201(a) of the Social
Security Act is amended—

(A) by striking out “from time to time” each place it appears
and inserting in lieu thereof “monthly on the first day of each
calendar month”; and

(B) by striking out “paid to or deposited into the Treasury”
and inserting in lieu thereof “to be paid to or deposited into the
Treasury during such month”.

(2) Section 201(a) of such Act is further amended by adding at the
end thereof the following new sentence: “All amounts transferred to
either Trust Fund under the preceding sentence shall be invested by
the Managing Trustee in the same manner and to the same extent
as the other assets of such Trust Fund; and such Trust Fund shall
pay interest to the general fund on the amount so transferred on the
first day of any month at a rate (calculated on a daily basis, and
applied against the difference between the amount so transferred on
such first day and the amount which would have been transferred to
the Trust Fund up to that day under the procedures in effect on
January 1, 1983) equal to the rate earned by the investments of such
Fund in the same month under subsection (d).”.

42 USC 1395i. (b)(1) The last sentence of section 1817(a) of such Act is amended—

(A) by striking out “from time to time’ and inserting in lieu
thereof “monthly on the first day of each calendar month”; and

(B) by striking out “paid to or deposited iato the Treasury”
and inserting in lieu thereof “to be paid to or deposited into the
Treasury during such month”.

(2) Section 1817(a) of such Act is further amended by adding at the
end thereof the following new sentence: ‘“All amounts transferred to
the Trust Fund under the preceding sentence shall be invested by
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the Managing Trustee in the same manner and to the same extent
as the other assets of the Trust Fund; and the Trust Fund shall pay
interest to the general fund on the amount so transferred on the
first day of any month at a rate (calculated on a daily basis, and
applied against the difference between the amount so transferred on
such first day and the amount which would have been transferred to
the Trust Fund up to that day under the procedures in effect on
January 1, 1983) equal to the rate earned by the investments of the
Trust Fund in the same month under subsection (c).”.

(c) The amendments made by this section shall become effective
on the ﬁt(‘ist day of the month following the month in which this Act
is enacted.

INTERFUND BORROWING EXTENSION

Sec. 142. (a)(1) Section 201(1X1) of the Social Security Act is
amended—
(A) by striking out “January 1983” and inserting in lieu
thereof “January 1988”; and .
(B) by inserting after “or” the second place it appears “,
subject to paragraph (5),”.
(2) (A) Section 201(1)(2) of such Act is amended—
(i) by striking out “from time to time” and inserting in lieu
thereof “on the last day of each month after such loan is made”’;

(ii) by striking out “interest” and inserting in lieu thereof -

“the total interest accrued to such day’”’; and

(iii) by inserting before the period at the end thereof the
following: ‘“(even if such an investment would earn interest at a
rate different than the rate earned by investments redeemed by
the lending fund in order to make the loan)”.

(B) The amendment made by this paragraph shall apply with
respect to months beginning more than thirty days after the date of
enactment of this Act.

(3) Section 201(1)(3) of such Act is amended—

(A) by inserting “(A)” after the paragraph designation; and

(B)hby adding at the end thereof the following new subpara-
graphs:

“(B)i) If on the last day of any year after a loan has been made
under paragraph (1) by the Federal Hospital Insurance Trust Fund
to the Federal Old-Age and Survivors Trust Fund or the Federal
Disability Insurance Trust Fund, the Managing Trustee determines
that the OASDI trust fund ratio exceeds 15 percent, he shall trans-
fer from the borrowing Trust Fund to the Federal Hospital Insur-
ance Trust Fund an amount that—

“(D together with any amounts transferred from another
borrowing Trust Fund under this paragraph for such year, will
reduce the OASDI trust fund ratio to 15 percent; and

“(II) does not exceed the outstanding balance of such loan.

“(ii) Amounts required to be transferred under clause (i) shall be
transferred on the last day of the first month of the year succeeding
the year in which the determination described in clause (i) is made.

“(1ii) For purposes of this subparagraph, the term ‘OASDI trust
fund ratio’ means, with respect to any calendar year, the ratio of—

“(I) the combined balance in the Federal Old-Age and Survi-
vors Insurance Trust Fund and the Federal Disability Insurance
Trust Fund, as of the last day of such calendar year, to

“(I) the amount estimated by the Secretary to be the total
amount to be paid from the Federal Old-Age and Survivors
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Insurance Trust Fund and the Federal Disability Insurance
Trust Fund during the calendar year following such calendar
year for all purposes authorized by section 201 (other than
payments of interest on, and repayments of, loans from the
Federal Hospital Insurance Trust Fund under paragraph (1),
but excluding any transfer payments between such trust funds
and reducing the amount of any transfer to the Railroad Retire-
ment Account by the amount of any transfers into either such
trust fund from that Account).

“(C)i) The full amount of all loans made under paragraph (1)
(whether made before or after January 1, 1983) shall be repaid at
the earliest feasible date and in any event no later than Decem-
ber 31, 1989.

“(ii) For the period after December 31, 1987, and before January 1,
1990, the Managing Trustee shall transfer each month to the Fed-
eral Hospital Insurance Trust Fund from any Trust Fund with any
amount outstanding on a loan made from the Federal Hospital
Insurance Trust Fund under paragraph (1) an amount not less than
an amount equal to (I) the amount owed to the Federal Hospital
Insurance Trust Fund by such Trust Fund at the beginning of such
month (plus the interest accrued on the outstanding balance of such
loan during such month), divided by (II) the number of months
elapsing after the preceding month and before January 1990. The
Managing Trustee may, during this period, transfer larger amounts
than prescribed by the preceding sentence.”.

(4) Section 201(1) of such Act is further amended by adding at the
end thereof the following new paragraph:

“(5XA) No amounts may be borrowed from the Federal Hospital
Insurance Trust Fund under paragraph (1) during any month if the
Hospital Insurance Trust Fund ratio for such month is less than 10
percent.

“(B) For purposes of this paragraph, the term ‘Hospital Insurance

" Trust Fund ratio’ means, with respect to any month, the ratio of—

“(i) the balance in the Federal Hospital Insurance Trust
Fund, reduced by the outstanding amount of any loan (including
interest thereon) theretofore made to such Trust Fund under
this subsection, as of the last day of the second month preceding
such month, to

“(i1) the amount obtained by multiplying by twelve the total
amount which (as estimated by the Secretary) will be paid from
the Federal Hospital Insurance Trust Fund during the month
for which such ratio is to be determined (other than payments
of interest on, or repayments of loans from another Trust Fund
under this subsection), and reducing the amount of any trans-
fers to the Railroad Retirement Account by the amount of any
transfer into the Hospital Insurance Trust Fund from that
Account.”.

{b)(1) Section 1817()(1) of such Act is amended—

(A) by striking out “January 1983” and inserting in leu
thereof “January 1988”; and

(B) by inserting “, subject to paragraph (5),” after “may”.

(2)(A) Section 1817(X2) of such Act is amended—

(i) by striking out “from time to time” and inserting in lieu
thereof “on the last day of each month after such loan is made”;

(i) by striking out “interest” and inserting in lieu thereof

- “the total interest accrued to such day”; and
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(iii) by inserting before the period at the end thereof the
following: “(even if such an investment would earn interest at a
rate different than the rate earned by investments redeemed by
the lending fund in order to make the loan)”.

(B) The amendment made by this paragraph shall apply with
respect to months beginning more than 30 days after the date of
enactment of this Act.

(8) Section 1817()(3) of such Act is amended-—

(A) by inserting “(A)” after the paragraph designation; and

(B) by adding at the end thereof the following new subpara-
graphs:

“(B)1) If on the last day of any year after a loan has been made
under paragraph (1) by the Federal Old-Age and Survivors Insur-
ance Trust Fund or the Federal Disability Insurance Trust Fund to
the Federal Hospital Insurance Trust Fund, the Managing Trustee
determines that the Hospital Insurance Trust Fund ratio exceeds 15
percent, he shall transfer from such Trust Fund to the lending trust
fund an amount that—

“(I) together with any amounts transferred to another lending
trust fund under this paragraph for such year, will reduce the
Hospital Insurance Trust Fund ratio to 15 percent; and

“(ID does not exceed the outstanding balance of such loan.

“(ii) Amounts required to be transferred under clause (i) shall be.

transferred on the last day of the first month of the year succeeding
the year in which the determination described in clause (i) is made.

“(iii) For purposes of this subparagraph, the term ‘Hospital Insur-
ance Trust Fund ratio’ means, with respect to any calendar year,
the ratio of—

“D the balance in the Federal Hospital Insurance Trust
Fund, as of the last day of such calendar year,; to

“I) the amount estimated by the Secretary to be the total
amount to be paid from the Federal Hospital Insurance Trust
Fund during the calendar year following such calendar year
(other than payments of interest on, and repayments of, loans
from the Federal Old-Age and Survivors Insurance Trust Fund
and the Federal Disability Insurance Trust Fund under para-
graph (1)), and reducing the amount of any transfer to the
Railroad Retirement Account by the amount of any transfers
into such Trust Fund from the Railroad Retirement Account.

“C)i) The full amount of all loans made under paragraph (1)
(whether made before or after January 1, 1983) shall be repaid at
the earliest feasible date and in any event no later than Decem-
ber 31, 1989.".

“(ii) For the period after December 31, 1987 and before January 1,
1990, the Managing Trustee shall transfer each month from the
Federal Hospital Insurance Trust Fund to any Trust Fund that is
owed any amount by the Federal Hospital Insurance Trust Fund on
a loan made under paragraph (1), an amount not less than an
amount equal to (I) the amount owed to such Trust Fund by the
Federal Hospital Insurance Trust Fund at the beginning of such
month (plus the interest accrued on the outstanding balance of such
loan during such month), divided by (II) the number of months
elapsing after the preceding month and before January 1990. The
Managing Trustee may, during this period, transfer larger amounts
than grescribed by the preceding sentence.”.

(4) Section 181701) of such Act is further amended by adding at the
end thereof the following new paragraph:

97 STAT. 101

Effective date.
42 USC 13951
note.

42 USC 1395i.
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“(5)(A) No amounts may be loaned by the Federal Old-Age and

Survivors Insurance Trust Fund or the Federal Disability Insurance

Trust Fund under paragraph (1) during any month if the OASDI
trust fund ratio for such month is less than 10 percent.

“OASDI trust “(B) For purposes of this paragraph, the term ‘OASDI trust fund
fund ratio. ratio’ means, with respect to any month, the ratio of—

“(i) the combined balance in the Federal Old-Age and Survi-

vors Insurance Trust Fund and the Federal Disability Insurance

Trist Fund, reduced by the outstanding amount of any loan

(including interect thereon) theretofore made to either such

Trust Fund from the Federal Hospital Insurance Trust Fund

42 USC 401. under section 201(1), as of the last day of the second month

preceding such month, to

“(ii) the amount obtained by multiplying by twelve the total

amount which (ds estimated by the Secretary) will be paid from

the Federal Old-Age and Survivors Insurance Trust Fund and

the Federal Disability Insurance Trust Fund during the month

for which such ratio is to be determined for all purposes author-

ized by section 201 (other than payments of interest on, or

repayments of, loans from the Federal Hospital Insurance Trust

Fund under section 201(1)), but excluding any transfer payments

between such trust funds and reducing the amount of any

transfers to the Railroad Retirement Account by the amount of

any transfers into either such trust fund from that Account.”.

RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY INADEQUATE
BALANCES IN THE SOCIAL SECURITY TRUST FUNDS

Sec. 143. Title VII of the Social Security Act is amended by
adding at the end thereof the following new section:

“RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY INADEQUATE
BALANCES IN THE SOCIAL SECURITY TRUST FUNDS

Report to “Sec. 709. (a) If the Board of Trustees of the Federal Old-Age and
fé"{,gé‘é“gm Survivors Insurance Trust Fund and the Federal Disability Insur-

ance Trust Fund, the Federal Hospital Insurance Trust Fund, or the
Federal Supplementary Medical Insurance Trust Fund determines
at any time that the balance ratio of any such Trust Fund for any
calendar year may become less than 20 percent, the Board shall
promptly submit to each House of the Congress a report setting
forth its recommendations for statutory adjustments affecting the
receipts and disbursements of such Trust Fund necessary to main-
tain the balance ratio of such Trust Fund at not less than 20
percent, with due regard to the economic conditions which created
such inadequacy in the balance ratio and the amount of time
necessary to alleviate such inadequacy in a prudent manner. The
report shall set forth specifically the extent to which benefits would
have to be reduced, taxes under section 1401, 3101, or 3111 of the
ggog’sgllliwlv Internal Revenue Code of 1954 would have to be increased, or a
' ' combination thereof, in order to obtain the objectives referred to in
the preceding sentence.
“Balance ratio.” “(b) For purposes of this section, the term ‘balance ratio’ means,
with respect to any calendar year in connection with any Trust
Fund referred to in subsection (a), the ratio of—
“(1) the balance in such Trust Fund, reduced by the outstand-
ing amount of any loan (including interest thereon) theretofore
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made to such Trust Fund under section 201(1) or 1817(j), as of
the beginning of such year, to

“(2) the total amount which (as estimated by the Secretary)
will be paid from such Trust Fund during such calendar year for
all purposes authorized by section 201, 1817, or 1841 (as appli-
cable), other than payments of interest on, or repayments of, loans
under section 201(1) or 1817(j), but excluding any transfer pay-
ments between such Trust Fund and any other Trust Fund
referred to in subsection (a) and reducing the amount of any
transfers to the Railroad Retirement Account by the amount of
any transfers into such Trust Fund from that Account.”.

PART F—OTHER FINANCING AMENDMENTS

FINANCING OF NONCONTRIBUTORY MILITARY WAGE CREDITS

Skc. 151. (a) Section 217(g) of the Social Security Act is amended to
read as follows:

“Appropriation to Trust Funds

“(g)1) Within thirty days after the date of the enactment of the
Social Security Amendments of 1983, the Secretary shall determine
the amount equal to the excess of—

97 STAT. 103

42 USC 401,
1395i.

42 USC 1395t.

42 USC 417.

“(A) the actuarial present value as of such date of enactment

of the past and future benefit payments from the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability
Insurance Trust Fund, and the Federal Hospital Insurance
Trust Fund under this title and title XVIII, together with
associated administrative costs, resulting from the operation of
this section (other than this subsection) and section 210 of this
Act as in effect before the enactment of the Social Security
Amendments of 1950, over
“(B) any amounts previously transferred from the general
fund of the Treasury to such Trust Funds pursuant to the
provisions of this subsection as in effect immediately before the
dggg of the enactment of the Social Security Amendments of
1983.
Such actuarial present value shall be based on the relevant actuar-
ial assumptions set forth in the report of the Board of Trustees of
each such Trust Fund for 1983 under sections 201(c) and 1817(b).
Within thirty days after the date of the enactment of the Social
Security Amendments of 1983, the Secretary of the Treasury shall
transfer the amount determined under this paragraph with respect
to each such Trust Fund to such Trust Fund from amounts in the
general fund of the Treasury not otherwise appropriated.
“(2) The Secretary shall revise the amount determined under
Faragraph (1) with respect to each such Trust Fund in 1985 and each
ifth year thereafter, as determined appropriate by the Secretary
from data which becomes available to him after the date of the
determination under paragraph (1) on the basis of the amount of
benefits and administrative expenses actually paid from such Trust
Fund under this title or title XVIII and the relevant actuarial
assumptions set forth in the report of the Board of Trustees of such
Trust Fund for such year under section 201(c) or 1817(b). Within 30
days after any such revision, the Secretary of the Treasury, to the
extent provided in advance in appropriation Acts, shall transfer to
such Trust Fund, from amounts in the general fund of the Treasury

42 USC 1395.

42 USC 410.

42 USC 1305
note.

Post, pp. 107, 135.
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not otherwise appropriated, or from such Trust Fund to the general
fund of the Treasury, such amounts as the Secretary of the Treasury
determines necessary to take into account such revision.”.

(b)1) Section 229(b) of such Act is amended to read as follows:

“(b) There are authorized to be appropriated to each of the Trust
Funds, consisting of the Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insurance Trust Fund, and the
Federal Hospital Insurance Trust Fund, for transfer on July 1 of
each calendar year to such Trust Fund from amounts in the general
fund in the Treasury not otherwise appropriated, an amount equal
to the total of the additional amounts which would be appropriated
to such Trust Fund for the fiscal year ending September 30 of such
calendar year under section 201 or 1817 of this Act if the amounts of
the additional wages deemed to have been paid for such calendar
year by reason of subsection (a) constituted remuneration for em-
ployment (as defined in section 3121(b) of the Internal Revenue Code
of 1954) for purposes of the taxes imposed by sections 3101 and 3111
of the Internal Revenue Code of 1954. Amounts authorized to be
appropriated under this subsection for transfer on July 1 of each
calendar year shall be determined on the basis of estimates of the
Secretary of the wages deemed to be paid for such calendar year
under subsection (a); and proper adjustments shall be made in
amounts authorized to be appropriated for subsequent transfer to
the extent prior estimates were in excess of or were less than such
wages so deemed to be paid.”.

(2) The amendment made by paragraph (1) shall be effective with
igssgect to wages deemed to have been paid for calendar years after

(3)(A) Within thirty days after the date of the enactment of this
Act, the Secretary of Health and Human Services shall determine
the additional amounts which would have been appropriated to the
Federal Old-Age and Survivors Insurance Trust Fund, the Federal

" Disability Insurance Trust Fund, and the Federal Hospital Insur-

42 USC 429.

Supra.

ance Trust Fund under sections 201 and 1817 of the Social Security
Act if the additional wages deemed to have been paid under section
229(a) of the Social Security Act prior to 1984 had constituted
remuneration for employment (as defined in section 3121(b) of the
Internal Revenue Code of 1954) for purposes of the taxes imposed by
sections 3101 and 3111 of the Internal Revenue Code of 1954, and the
amount of interest which would have been earned on such amounts
if they had been so appropriated.

(B)() Within thirty days after the date of the enactment of this
Act, the Secretary of the Treasury shall transfer to each such Trust
Fund, from amounts in the general fund of the Treasury not other-
wise appropriated, an amount equal to the amount determined with
respect to such Trust Fund under subparagraph (A), less any
amount appropriated to such Trust Fund pursuant to the provisions
of section 229(b) of the Social Security Act prior to the date of the
determination made under subparagraph (A) with respect to wages
deemed to have been paid for calendar years prior to 1984. )

(i) The Secretary of Health and Human Services shall revise the
amount determined under clause (i) with respect to each such Trust
Fund within one year after the date of the transfer made to such
Trust Fund under clause (i), as determined appropriate by such
Secretary from data which becomes available to him after the date
of the transfer under clause (i). Within 30 days after any such
revision, the Secretary of the Treasury shall transfer to such Trust
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Fund, from amounts in the general fund of the Treasury not other-
wise appropriated, or from such Trust Fund to the general fund of
the Treasury, such amounts as the Secretary of Health and Human
Services certifies as necessary to take into account such revision.

ACCOUNTING FOR CERTAIN UNNEGOTIATED CHECKS FOR BENEFITS
UNDER THE SOCIAL SECURITY PROGRAM

SEC. 152. (a) Section 201 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

“(m)(1) The Secretary of the Treasury shall implement procedures
to permit the identification of each check issued for benefits under
this title that has not been presented for payment by the close of the
sixth month following the month of its issuance.

“(2) The Secretary of the Treasury shall, on a monthly basis,
credit each of the Trust Funds for the amount of all benefit checks
(including interest thereon) drawn on such Trust Fund more than 6
months previously but not presented for payment and not pre-
viously credited to such Trust Fund, to the extent provided in
advance in appropriation Acts.

“(3) If a benefit check is presented for payment to the Treasury
and the amount thereof has been previously credited pursuant to

97 STAT. 105

42 USC 401.

paragraph (2) to one of the Trust Funds, the Secretary of the -

Treasury shall nevertheless pay such check, if otherwise proper,
recharge such Trust Fund, and notify the Secretary of Health and
Human Services.

“(4) A benefit check bearing a current date may be issued to an
individual who did not negotiate the original benefit check and who
surrenders such check for cancellation if the Secretary of the Treas-
ury determines it is necessary to effect proper payment of benefits.”.

(b) The amendment made by subsection (a) shall apply with
respect to all checks for benefits under title II of the Social Security
Act which are issued on or after the first day of the twenty-fourth
month following the month in which this Act is enacted.

(c)1) The Secretary of the Treasury shall transfer from the general
fund of the Treasury to the Federal Old-Age and Survivors
Insurance Trust Fund and to the Federal Disability Insurance Trust
Fund, in the month following the month in which this Act is enacted
and in each of the succeeding 30 months, such sums as may be
necessary to reimburse such Trust Funds in the total amount of all
checks (including interest thereof) which he and the Secretary of
Health and Human Services jointly determine to be unnegotiated
benefit checks, to the extent provided in advance in appropriation
Acts. After any amounts authorized by this subsection have been
transferred to a Trust Fund with respect to any benefit check, the
provisions of paragraphs (3) and (4) of section 201(m) of the Social
Security Act (as added by subsection (a) of this section) shall be
applicable to such check.

(2) As used in paragraph (1), the term “unnegotiated benefit
checks” means checks for benefits under title II of the Social
Security Act which are issued prior to the twenty-fourth month
following the month in which this Act is enacted, which remain
unnegotiated after the sixth month following the date on which they
were issued, and with respect to which no transfers have previously
been made in accordance with the first sentence of such paragraph.

Effective date.
42 USC 401 note.

42 USC 401.

Transfers from
general
Treasury fund.
42 USC 401 note.

“Unnegotiated
benefit checks.”
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FLOAT PERIODS

Study. Skc. 153. (a) The Secretary of Health and Human Services and the

42 USC 401 note. Secretary of the Treasury shall jointly undertake, as soon as possi-
ble after the date of the enactment of this Act, a thorough study
with respect to the period of time (hereafter in this section referred
to as the “float period”) between the issuance of checks from the
general fund of the Treasury in payment of monthly insurance

42 USC 401. benefits under title II of the Social Security Act and the transfer to
the general fund from the Federal Old-Age and Survivors Insurance
Trust Fund or the Federal Disability Insurance Trust Fund, as
applicable, of the amounts necessary to compensate the general
fund for the issuance of such checks. Each such Secretary shall
consult the other regularly during the course of the study and shall,
as appropriate, provide the other with such information and assist-
ance as he may require.

(b) The study shall include—

(1) an investigation of the feasibility and desirability of main-
taining the float periods which are allowed as of the date of the
enactment of this section in the procedures governing the pay-
ment of monthly insurance benefits under title II of the Social
Security Act, and of the general feasibility and desirability of
making adjustments in such procedures with respect to float
periods; and

(2) a separate investigation of the feasibility and desirability
of providing, as a specific form of adjustment in such procedures
with respect to float periods, for the transfer each day to the
general fund of the Treasury from the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability
Insurance Trust Fund, as appropriate, of amounts equal to the
amounts of the checks referred to in subsection (a) which are -

*  paid by the Federal Reserve Banks on such day.
Consultation (c) In conducting the study required by subsection (a), the Secre-

with OMB taries shall consult, as appropriate, the Director of the Office of

Management and Budget, and the Director shall provide the Secre-
taries with such information and assistance as they may require.
The Secretaries shall also solicit the views of other appropriate
officials and organizations. '
Reports to (d)(1) Not later than six months after the date of the enactment of
g;ﬁs‘fg;t and this Act, the Secretaries shall submit to the President and the
gress. Congress a report of the findings of the investigation required by
subsection (bX1), and the Secretary of the Treasury shall by regula-
tion make such adjustments in the procedures governing the pay-
ment of monthly insurance benefits under title II of the Social
Security Act with respect to float periods (other than adjustments in
the form described in subsection (bX2)) as may have been found in
such investigation to be necessary or appropriate.

(2) Not later than twelve months after the date of the enactment
of this Act, the Secretaries shall submit to the President and the
Congress a report of the findings of the separate investigation
required by subsection (b)(2), together with their recommendations
with respect thereto; and, to the extent necessary or appropriate to
carry out such recommendations, the Secretary of the Treasury
shall by regulation make adjustments in the procedures with respect
to float periods in the form described in such subsection.
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TRUST FUND TRUSTEES' REPORTS

Skc. 154. (a) The next to last sentence of section 201(c) of the Social
Security Act is amended by striking out “Such report shall also
include” and inserting in lieu thereof the following: “Such report
shall include an actuarial opinion by the Chief Actuary of the Social
Security Administration certifying that the techniques and method-
ologies used are generally accepted within the actuarial profession
and that the assumptions and cost estimates used are reasonable:
Provided, That the certification shall not refer to economic assump-
tions underlying the Trustee’s report, and shall also include”.

(b) Section 1817(b) of such Act is amended by inserting immedi-
ately before the last sentence the following new sentence: “Such
report shall also include an actuarial opinion by the Chief Actuarial
Officer of the Health Care Financing Administration certifying that
the techniques and methodologies used are generally accepted
within the actuarial profession and that the assumptions and cost
estimates used are reasonable: Provided, That the certification shall
not refer to economic assumptions underlying the Trustee’s report.”.

(c) Section 1841(b) of such Act is amended by inserting immedi-
ately before the last sentence the following new sentence: “Such
report shall also include an actuarial opinion by the Chief Actuarial
Officer of the Health Care Financing Administration certifying that

97 STAT. 107

42 USC 401.

42 USC 1395i.

42 USC 1395t.

the techniques and methodologies used are generally accepted °

within the actuarial profession and that the assumptions and cost
estimates used are reasonable: Provided, That the certification shall
not refer to economic assumptions underlying the Trustee’s report.”.

(d) Notwithstanding sections 201(c)2), 1817(b)(2), and 1841(b)(2) of
the Social Security Act, the annual reports of the Boards of Trustees
of the Trust Funds which are required in the calendar year 1983
under those sections may be filed at any time not later than forty-
five days after the date of the enactment of this Act.

(e) The amendments made by this section shall take effect on the
date of the enactment of this Act.

TITLE II—ADDITIONAL PROVISIONS RELATING TO LONG-
TERM FINANCING OF THE SOCIAL SECURITY SYSTEM

INCREASE IN RETIREMENT AGE
Sec. 201. (a) Section 216 of the Social Security Act is amended by

adding at the end thereof the following new subsection:

“Retirement Age

“()1) The term ‘retirement age’ means—

“(A) with respect to an individual who attains early retire-
ment age (as defined in paragraph (2)) before January 1, 2000,
65 years of age; .

“(B) with respect to an individual who attains early retire-
ment age after December 31, 1999, and before January 1, 2005,
65 years of age plus the number of months in the age increase
factor (as determined under paragraph (3)) for the calendar year
in which such individual attains early retirement age;

“(C) with respect to an individual who attains early retire-
ment age after December 31, 2004, and before January 1, 2017,
66 years of age;

42 USC 401 note.”

Effective date.
42 USC 401 note.

42 USC 416.
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‘(D) with respect to an individual who attains early retire-
ment age after December 31, 2016, and before January 1, 2022,
66 years of age plus the number of months in the age increase
factor (as determined under paragraph (3)) for the calendar year
in which such individual attains early retirement age; and

‘“(E) with respect to an individual who attains early retire-
ment age after December 31, 2021, 67 years of age.

“2) The term ‘early retirement age’ means age 62 in the case of
an old-age, wife’s, or husband’s insurance benefit, and age 60 in the
case of a widow’s or widower’s insurance benefit.

“(8) The age increase factor for any individual who attains early
retirement age in a calendar year within the period to which
sut;‘paragraph (B) or (D) of paragraph (1) applies shall be determined
as follows:

‘“(A) With respect to an individual who attains early retire-
ment age in the 5-year period consisting of the calendar years
2000 through 2004, the age increase factor shall be equal to two-
twelfths of the number of months in the period beginning with
January 2000 and ending with December of the year in which
the individual attains early retirement age.

‘(B) With respect to an individual who attains early retire-
ment age in the 5-year period consisting of the calendar years
2017 through 2021, the age increase factor shall be equal to two-
twelfths of the number of months in the period beginning with
January 2017 and ending with December of the year in which
the individual attains early retirement age.”.

(b)(1) Section 202(q)(9) of such Act is amended to read as follows:
“(9) The amount of the reduction for early retirement specified in
parargaph (1)—

“(A) for old-age insurance benefits, wife’s insurance benefits,
and husband’s insurance benefits, shall be the amount specified
in such paragraph for the first 36 months of the reduction
period (as defined in paragraph (6)) or adjusted reduction period
(as defined in paragraph (7)), and five-twelfths of 1 percent for
any additional months included in such periods; and

“B) for widow’s insurance benefits and widower’s insurance
bﬁneﬁts, shall be periodically revised by the Secretary such
that—

“(i) the amount of the reduction at early retirement age
as defined in section 216(a) shall be 28.5 percent of the full
benefit; and

‘(ii) the amount of the reduction for each month in the
reduction period (specified in paragraph (6)) or the adjusted
reduction period (specified in paragraph (7)) shall be estab-
lished by linear interpolation between 28.5 percent at the
month of attainment of early retirement age and 0 percent
at the month of attainment of retirement age.”.

(2) Section 202(q)1) of such Act is amended by striking out “If”
and inserting in lieu thereof “Subject to paragraph (9), if”.
(c) Title II of the Social Security Act is further amended—

(1) by striking out “‘age 65" or ‘“age of 65", as the case may be,
each place it appears in the following sections and inserting in
lieu thereof in each instance ‘retirement age (as defined in
section 216(1))"":

(A) subsections (a), (b), (¢), (@), (e), (), (@), (r), and (w) of
section 202;
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(B) subsections (c) (as amended by section 309(g) of this
Act) and (f) of section 203;
(C) subsection (f) of section 215;
(D) subsections (h) and (i) of section 216; and
(E) section 223(a); and
(2) by striking out “age sixty-five” in section 203(c) (as amended
by section 309(g) of this Act) and inserting in lieu thereof
“retirement age (as defined in section 216(1))"’; and
(3) by striking out “age of sixty-five” in section 223(a) and
éri%?ﬁt)}pg in lieu thereof “retirement age (as defined in section
(d) The Secretary shall conduct a comprehensive study and analy-
sis of the implications of the changes made by this section in
retirement age in the case of those individuals (affected by such
changes) who, because they are engaged in physically demanding
employment or because they are unable to extend their working
careers for health reasons, may not benefit from improvements in
longevity. The Secretary shall submit to the Congress no later than
dJanuary 1, 1986, a full report on the study and analysis. Such report
shall include any recommendations for legislative changes, includ-
ing recommendations with respect to the provision of protection
against the risks associated with ear}{ retirement due to health
considerations, which the Secretary finds
result of the findings contained in this study.

TITLE III—MISCELLANEOUS AND TECHNICAL PROVISIONS
PART A—ELIMINATION OF GENDER-BASED DISTINCTIONS

DIVORCED HUSBANDS

Sec. 301. (a)1) Section 202(c)(1) of the Social Security Act is
amended, in the matter preceding subparagraph (A), by inserting
“and every divorced husband (as defined in section 216(d))” before
“of an individual” and by inserting “or such divorced husband”
after “if such husband”.

(2) Section 202(c)(1) of such Act is further amended—

(A) by striking out “and” at the end of subparagraph (B);

(B) by redesignating subparagraph (C) as subparagraph (D),
and by inserting after subparagraph (B) the following new
subparagraph:

:i(C) in the case of a divorced husband, is not married, and”;
an

(C) by striking out the matter following subparagraph (D) (as
so redesignated) and inserting in lieu thereof the following:

“shall be entitled to a husband’s insurance benefit for each month,
beginning with—

“@) in the case of a husband or divorced husband (as so
defined) of an individual who is entitled to an old-age insurance
benefit, if such husband or divorced husband has attained age
65, the first month in which he meets the criteria specified in
subparagraphs (A), (B), (C), and (D), or

“(ii) in the case of a husband or divorced husband (as so
defined) of —

(D an individual entitled to old-age insurance benefits, if
such husband or divorced husband has not attained age 65,
or

necessary or desirable as a_
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42 USC 423.
42 USC 403.
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. “(II) an individual entitled to disability insurance bene-
its,
the first month throughout which he is such a husband or
divorced husband and meets the criteria specified in subpara-
graphs (B), (C), and (D) (if in such month he meets the criterion
specified in subparagraph (A)),
whichever is earlier, and ending with the month preceding the
month to which any of the following occurs:

“(E) he dies,

“(F) such individual dies,

“(G) in the case of a husband, they are divorced and either (i)
he has not attained age 62, or (ii) he has attained age 62 but has
not been married to such individual for a period of 10 years
immediately before the divorce became effective,

“(H) in the case of a divorced husband, he marries a person
other than such individual,

“(I) he becomes entitled to an old-age or disability insurance
benefit based on a primary insurance amount which is equal to
or exceeds one-half of the primary insurance amount of such
individual, or

“(J) such individual is not entitled to disability insurance
benefits .and is not entitled to old-age insurance benefits.”.

(8) Section 202(c)(3) of such Act is amended by inserting “(or, in
the c'ﬁse of a divorced husband, his former wife)” before “for such
month”.

(4) Section 202(c) of such Act is further amended by adding after
paragraph (3) the following new paragraph:

“(4) In the case of any divorced husband who marries—

“(A) an individual entitled to benefits under subsection (b), (e),
(g), or (h) of this section, or

“(B) an individual who has attained the age of 18 and is
entitled to benefits under subsection (d), by reason of paragraph
(1)(B)ii) thereof,

such divorced husband’s entitlement to benefits under this subsec-
tion, notwithstanding the provisions of paragraph (1) (but subject to
subsection (s)), shall not be terminated by reason of such marriage.”.

(5) Section 202(c) of such Act is further amended by adding after
paragraph (4) (as added by paregraph (4) of this subsection) the
following new paragraph:

“(5XA) Notwithstanding the preceding provisions of this subsec-
tion, except as provided in subparagraph (B), the divorced husband
of an individual who is not entitled to old-age or disability insurance
benefits, but who has attained age 62 and is a fully insured indi-
vidual (as defined in section 214), if such divorced hushand—

“(i) meets the requirements of subparagraphs (A) through (D)
of paragraph (1), and

“(ii) has been divorced from such insured individual for not
less than 2 years,

shall be entitled to a husband’s insurance benefit under this subsec-
tion for each month, in such amount, and beginning and ending
with such months, as determined (under regulations of the Secre-
tary) in the manner otherwise provided for husband’s insurance
benefits under this subsection, as if such insured individual had
become entitled to old-age insurance benefits on the date on which
the divorced husband first meets the criteria for entitlement set
forth in classes (i) and (ii).
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“(B) A husband’s insurance benefit provided under this paragraph
which has not otherwise terminated in accordance with subpara-
graph (E), (F), (H), or (I) of paragraph (1) shall terminate with the
month preceding the first month in which the insured individual is
no longer a fully insured individual.”.

(6) Section 202(c)(2)(A) of such Act is amended by inserting ‘“‘(or
divorced husband)” after “‘payable to such husband”.

(7) Section 202(b)(3XA) of such Act is amended by striking out ‘“(f)”
and inserting in lieu thereof “(c), (),”.

(8) Section 202(c)(1)(D) of such Act (as redesignated by paragraph
(2) of this subsection) is amended by striking out ‘“his wife” and
inserting in lieu thereof ‘‘such individual”.

f(9) S(el;:)tion 202(d)(5)XA) of such Act is amended by inserting “(c),”
after M ’)"

(b)(1) Section 202(f)(1) of such Act is amended, in the matter
preceding subparagraph (A), by inserting “and every surviving
divorced husband (as defined in section 216(d))” before “of an
individual” and by inserting “or such surviving divorced husband”
after “‘if such widower”’.

(2) Section 202(f)(1) of such Act is further amended by striking out
“his deceased wife” in subparagraph (D) and in the matter following
su(li)palr’fagraph (F) and inserting in lieu thereof “such deceased indi-
vidual”’.

(3) Section 202()3XB)ii)II) of such Act (as amended by section
133(b)(1)(B) of this Act) is amended by inserting ‘“or surviving
divorced husband” after ‘“‘widower’’.

(4) Paragraph (3)(D) of section 202(f) of such Act (as redesignated
by section 133(b)(1X(A) of this Act), and paragraphs (4), (5), and (6) of
such section (as redesignated by section 131(b)(3)(A) of this Act), are
each amended by inserting “or surviving divorced husband” after
“widower”’ wherever it appears.

(6) Paragraph (3)(D) of section 202(f) of such Act (as redesignated
by section 133(b)(1)(A) of this Act) is further amended by striking out
“wife” wherever it appears and inserting in lieu thereof
“individual”.

(6) Section 202(g)X3)A) of such Act is amended by inserting ‘“(c),”
before “(f),”.

(7) Section 202(h)(4)(A) of such Act is amended by inserting “(c),”
before ‘“(e),”.

(c)X1) Section 216(d) of such Act is amended by redesignating
paragraph (4) as paragraph (6), and by inserting after paragraph (3)
the following new paragraphs:

“(4) The term ‘divorced husband’ means a man divorced from an
individual, but only if he had been married to such individual for a
period of 10 years immediately before the date the divorce became
effective. :

*“(5) The term ‘surviving divorced husband’ means a man divorced
from an individual who has died, but only if he had been married to
the individual for a period of 10 years immediately before the
divorce became effective.”.

‘ 1(12) The heading of section 216(d) of such Act is amended to read as
ollows:

“Divorced Spouses; Divorce”.

(d)(1) Section 205(b) of such Act is amended by inserting “divorced
husband,” after “husband,”, and by inserting ‘“‘surviving divorced
husband,” after “widower,”.
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42 USC 405. (2) Section 205(c)(1)XC) of such Act is amended by inserting “surviv-
ing divorced husband,” after “wife,"”.

REMARRIAGE OF SURVIVING SPOUSE BEFORE AGE OF ELIGIBILITY

42 USC 402. SkC. 302. Section 2026(1)A) of the Social Security Act is amended
by striking out ‘‘has not remarried” and inserting in lieu thereof “is
not married”.

ILLEGITIMATE CHILDREN

42 USC 416. Skc. 303. (a) Section 216(h)(3) of the Social Security Act is amended
by inserting “mother or” before “father” wherever it appears.

(b) Section 216(h)(3)(A)ii) of such Act is amended by striking out
all that follows “time” and inserting in lieu thereof “such appli-
cant’s application for benefits was filed;”.

¢) Section 216(h)(3)B)ii) of such Act is amended by striking out
“such period of disability began” and inserting in lieu thereof ‘‘such
applicant’s application for benefits was filed”.

(d) Section 216(hX3) of such Act is further amended—

(1) by striking out “his” wherever it appears and inserting in
lieu thereof “his or her”; and

(2) by striking out “he” in subparagraph (B) and inserting in
lieu thereof “he or she”.

TRANSITIONAL INSURED STATUS

42 USC 4217. Skc. 304. (a) Section 227(a) of the Social Security Act is amended—
(1) by stnkmg out w1fe" wherever it appears and inserting in
lieu thereof “spouse”’; ;
(2) by stnkmg out w1fe " wherever it appears and inserting
in lieu thereof * spouse
(3) by striking out * she " wherever it appears and inserting in
lieu thereof ‘“he or she’’;
(4) by striking out “his” and inserting in lieu thereof “the”;
and
(5) by inserting “or section 202(c)” after “section 202(b)” wher-
ever it appears.
(b) Section 227(b) and section 227(c) of such Act are amended—
(1) by striking out “widow” wherever it appears and inserting
in lieu thereof “surviving spouse”;
(2) by striking out “widow’s” wherever it appears and insert-
ing in lieu thereof ‘“‘surviving spouse’s”;
(3) by striking out “her” wherever it appears and inserting in
lieu thereof “the”; and
(4) by inserting “or section 202(f)” after “‘section 202(e)” wher-
ever it appears.
Definitions, (c) Section 216 of such Act is amended by inserting before subsec-
42 USC 416. tion (b) the following new subsection:

“Spouse; Surviving Spouse

“(a)(1) The term ‘spouse’ means a wife as defined in subsection (b)
or a husband as deﬁned in subsectlon .

“(2) The term ‘surviving spouse’ means a widow as defined in
subsection (c) or a widower as defined in subsection (g).".
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EQUALIZATION OF BENEFITS UNDER SECTION 228

Skec. 305. (a) Section 228(b) of the Social Security Act is amended—
(1) by striking out “(1) Except as provided in paragraph (2),
the” and inserting in lieu thereof “The”; and
(2) by striking out paragraph (2).

(b) Section 228(c)(2) of such Act is amended by striking out “(B) the
larger of”” and all that follows and inserting in lieu thereof ‘“(B) the
benefit amount as determined without regard to this subsection.”.

(c) Section 228(c)X3) of such Act is amended to read as follows:

“(3) In the case of a husband or wife both of whom are entitled to
benefits under this section for any month, the benefit amount of
each spouse, after any reduction under paragraph (1), shall be
further reduced (but not below zero) by the excess (if any) of (A) the
total amount of any periodic benefits under governmental pension
systems for which the other spouse is eligible for such month, over
(B) the benefit amount of such other spouse as determined without
regard to this subsection.”.

(d) Section 228 of such Act is further amended—

(1) by striking out “he”” wherever it appears in subsections (a)
and (c)X1) and inserting in lieu thereof “he or she”’; and

(2) by striking out “his” in subsection (c}4)C) and inserting in
lieu thereof “his or her”.

(e) The Secretary shall increase the amounts specified in section
228 of the Social Security Act, as amended by this section, to take
into account any general benefit increases (as referred to in section
215(i)(3) of such Act), and any increases under section 215(i) of such
Act, which have occurred after June 1974 or may hereafter occur.

FATHER'S INSURANCE BENEFITS

Skec. 306. (a) Section 202(g) of the Social Security Act is amended—

(1) by striking out “widow” wherever it appears and inserting
in lieu thereof “surviving spouse’’;

(2) by striking out “‘widow’s” wherever it appears and insert-
ing in lieu thereof “surviving spouse’s”;

(3) by striking out “wife’s insurance benefits” and “he” in
paragraph (1)D) and inserting in lieu thereof “a spouse’s insur-
ance benefit” and “‘such individual”, respectively;

(4) by striking out “her” wherever it appears and inserting in
lieu thereof “his or her”;

(5) by striking out ‘‘she” wherever it appears and inserting in
lieu thereof “he or she”;

(6) by striking out “‘mother” wherever it appears and insert-
ing in lieu thereof “‘parent”;

(7) by inserting “or father’s” after “mother’s” wherever it
appears;

(8) by striking out “after August 1950”; and
A (9) in paragraph (3)(A) (as amended by section 301(b)6) of this

ct)— .

(A) by inserting ‘“‘this subsection or” before ‘‘subsection
(a)’; and
(B) by striking out “(c),” and inserting in lieu thereof ““(b),
(c), (e),”.
(b) The heading of section 202(%) of such Act is amended by
inserting “and Father’s” after “Mother’s”.

11-139 0 -~ 83 - 4 (21)
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42 USC 416. (¢) Section 216(d) of such Act (as amended by section 301(c)1) of
this Act) is further amended by redesignating paragraph (6) as
paragraph (8) and by inserting after paragraph (5) the following new
paragraphs:

“Surviving ~ “(6) The term ‘surviving divorced father’ means a man divorced

divorced father.” from an individual who has died, but only if (A) he is the father of
her son or daughter, (B) he legally adopted her son or daughter
while he was married to her and while such son or daughter was
under the age of 18, (C) she legally adopted his son or daughter while
he was married to her and while such son or daughter was under
the age of 18, or (D) he was married to her at the time both of them
legally adopted a child under the age of 18.

“Surviving “(7) The term ‘surviving divorced parent’ means a surviving
divoroed divorced mother as defined in paragraph (3) of this subsection or a
P ' surviving divorced father as defined in paragraph (6).”.

42 USC 402. (d) Section 202(c)1) of such Act (as amended by section 301(a) of

this Act) is further amended by inserting ““(subject to subsection (s))”
before “‘be entitled to” in the matter following subparagraph (D) and
preceding subparagraph (E).

(e) Section 202(c)1)(B) of such Act is amended by inserting after
“62"” the following: “or (in the case of a husband) has in his care
(individually or jointly with such individual) at the time of filing
such application a child entitled to child’s insurance benefits on the
basis of the wages and self-employment income of such individual”.

(® Section 202(c)X1) of such Act (as amended by section 301(a) of
this Act and the preceding provisions of this section) is further
amended by redesignating the new subparagraphs (I) and (J) as
subparagraphs (J) and (K), respectively, and by inserting after sub-
paragraph (H) the following new subparagraph:

“(1) in the case of a husband who has not attained age 62, no
?_hild of such individual is entitled to a child’s insurance bene-

it,”.

(g) Section 202(H(1)C) of such Act is amended by inserting “@)”
after “(C)”, by inserting “or” after “223,”, and by adding at the end
thereof the following new clause:

“(ii) was entitled, on the basis of such wages and self-employ-
ment income, to father’s insurance benefits for the month
preceding the month in which he attained age 65, and”.

Ante, p. 93. (h) Section 202()(5) of such Act (as redesignated by section
131(b)3)(A) of this Act) is amended by striking out “or” at the end of
subparagraph (A), by redesignating subparagraph (B) as subpara-
graph (C), and by inserting immediately after subparagraph (A) the
following new subparagraph:

“B) the last month for which he was entitled to father’s
insurance benefits on the basis of the wages and self-employ-
ment income of such individual, or”.

42 USC 403. (i) Section 203()(1)F) of such Act is amended by striking out
“section 202(b) (but only by reason of having a child in her care
within the meaning of paragraph (1XB) of that subsection)” and
inserting in lieu thereof “section 202(b) or (c) (but only by reason of
having a child in his or her care within the meaning of paragraph
(1XB) of subsection (b) or (c), as may be applicable)”.
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EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY BENEFITS AND ON
OTHER DEPENDENTS OR SURVIVORS' BENEFITS

Skc. 307. (a) Subsections (b)3), (d)5), (g)3), and (h)4) of section 202
of the Social Security Act (as amended by the preceding provisions 42 USC 402.
of this Act) are each amended by striking out ‘; except that” and all
that follows and inserting in lieu thereof a period.

(b) The amendments made by subsection (a) shall apply with Effective date.
respect to benefits under title II of the Social Security Act for 42 USC 402 note.
months after the month in which this Act is enacted, but only in 42 USC 401.
cases in which the “last month” referred to in the provision
amended is a month after the month in which this Act is enacted.

CREDIT FOR CERTAIN MILITARY SERVICE

Sec. 308. Section 217(f) of the Social Security Act is amended— 42 USC 417.
(1) by striking out “widow” each Place it appears and insert-
ing in lieu thereof “‘surviving spouse”; and
(2) by striking out “his” and “her” wherever they appear
(except in clause (A) of paragraph (1)) and inserting in lieu
thereof in each instance “his or her”.

CONFORMING AMENDMENTS

Sec. 309. (a) Section 202(b)X3)A) of the Social Security Act (as 42 USC 402.
amended by section 301(a)6) of this Act) is further amended by
inserting “(g),” after “(f),”.

(b) Section 202(q)3) of such Act is amended by inserting “or
surviving divorced husband” after ‘“‘widower” in subparagraphs (E),
(F), and (G).

(c) Section 202(q)(5) of such Act is amended—

(1) by inserting ‘“or husband’s” after “wife’s” wherever it
appears;

(2) by striking out “her” in subparagraph (A)(i) and inserting
in lieu thereof “him or her”;

(3) by striking out “her” the second place it appears in
subparagraph (A)ii) and inserting in lieu thereof “the”;

(4) by striking out ‘“‘she” wherever it appears and inserting in
lieu thereof “‘he or she”’;

(5) by striking out ‘“her” wherever it appears (except where
paragraphs (2) and (3) of this subsection apply) and inserting in
lieu thereof ‘“his or her”;

(6) by striking out ‘“the woman” in subparagraph (B)(ii) and “a
woman” in subparagraph (C) and inserting in lieu thereof “the
individual” and “an individual”, respectively; and

(7) in subparagraph (D)—

(A) by inserting “‘or widower’s”’ after “widow’s”;

(B) by striking out ‘“husband” wherever it appears and
inserting in lieu thereof “‘spouse”;

(C) by striking out “husband’s” wherever it appears and
inserting in lieu thereof “spouse’s”; and

(D) by inserting “‘or father’s” after “mother’s”.

(dX1) Section 202(q)6)A) of such Act (as amended by section
134(a)(2) of this Act) is further amended by striking out “or hus-
band’s” in clause (i) and by inserting “or husband’s’ after ‘‘wife’s”
in clause (ii).

(2) Section 202(q)(7) of such Act is amended—
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1

(A) in subparagraph (B), by inserting “or husband’s” after
“wife’s”, by striking out “she” and inserting in lieu thereof
“such individual”, and by inserting “his or”’ before “her”, and

(B) in subparagraph (D), by inserting “or widower’s” after
“widow’s”".

(e)(1) Section 202(s)(1) of such Act is amended by inserting “(c)(1),”
after “(b)1),”.

(2) Section 202(s)(2) of such Act (as amended by section 131(c)(1) of
this Act) is further amended by inserting “(c)(4),” after “(b)3),”.

(3) Section 202(s)(3) of such Act (as amended by section 131(c)(2) of
this Act) is further amended by striking out “So much” and all that
follows down through “the last sentence” and inserting in lieu
thereof “The last sentence”.

(f) The third sentence of section 203(b)(1) of such Act (as amended
by section 132(b) of this Act) is further amended by inserting “or
father’s” after “mother’s”.

(g) Section 203(c) of such Act is amended to read as follows:

“Deductions on Account of Noncovered Work Qutside the United
States or Failure to Have Child in Care

“(c) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or
payments under this title to which an individual is entitled, until
the total of such deductions equals such individual’s benefits or
benefit under section 202 for any month—

“(1) in which such individual is under the age of seventy and
for more than forty-five hours of which such individual engaged
in noncovered remunerative activity outside the United States;

“(2) in which such individual, if a wife or husband under age
sixty-five entitled to a wife’s or husband’s insurance benefit, did
not have in his or her care (individually or jointly with his or
her spouse) a child of such spouse entitled to a child’s insurance
benefit and such wife’s or husband’s insurance benefit for such
month was not reduced under the provisions of section 202(q);

“(3) in which such individual, if a widow or widower entitled
to a mother’s or father’s insurance benefit, did not have in his
or her care a child of his or her deceased spouse entitled to a
child’s insurance benefit; or

“(4) in which such an individual, if a surviving divorced
mother or father entitled to a mother’s or father’s insurance
benefit, did not have in his or her care a child of his or her
deceased former spouse who (A) is his or her son, daughter, or
legally adopted child and (B) is entitled to a child’s insurance
benefit on the basis of the wages and self-employment income of
such deceased former spouse.

For purposes of paragraphs (2), (3), and (4) of this subsection, a child
shall not be considered to be entitled to a child’s insurance benefit
for any month in which paragraph (1) of section 202(s) applies or an
event specified in section 222(b) occurs with respect to such child.
Subject to paragraph (3) of such section 202(s), no deduction shall be
made under this subsection from any child’s insurance benefit for
the month in which the child entitled to such benefit attained the
age of eighteen or any subsequent month; nor shall any deduction be
made under this subsection from any widow’s insurance benefit for
any month in which the widow or surviving divorced wife is entitled
and has not attained age 65 (but only if she became so entitled prior
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to attaining age 60), or from any widower’s insurance benefit for any
month in which the widower or surviving divorced husband is
entitled and has not attained age 65 (but only if he became so
entitled prior to attaining age 60).”.

(h) Section 203(d) of such Act is amended by inserting “divorced
husband,” after “husband,” in paragraph (1XA) (as amended by
section 132(bX2) of this Act) and by inserting “or father’s” after
“mother’s” each place it appears in paragraph (2).

{1)(1) Section 205(b) of such Act (as amended by section 301(dX1) of
this Act) is further amended by inserting “surviving divorced
father,” after “‘surviving divorced mother,”.

(2) Section 205(c)1)C) of such Act (as amended by section 301(d)(2)
of this Act) is further amended by inserting “surviving divorced
father,” after “surviving divorced mother,”.

(j) Section 216(fX3XA) of such Act is amended by inserting “(c),”
before “(f)”.

(k) Section 216(gX6)A) of such Act is amended by inserting “(c),”
before “(f)”.

(1) Section 222(bX1) of such Act is amended by striking out “or
surviving divorced wife” and inserting in lieu thereof “, surviving
divorced wife, or surviving divorced husband”.

(m) Section 222(bX2) of such Act is amended by inserting “or
father’s” after “mother’s” wherever it appears.

(n) Section 222(b)X3) of such Act is amended by inserting “divorced
husband,” after “husband,”.

(0) Section 223(d)(2) of such Act is amended by striking out “or
widower” in subparagraphs (A) and (B) and inserting in lieu thereof
“widower, or surviving divorced husband”.

(p) Section 225(a) of such Act is amended by inserting “or surviv-
ing divorced husband” after ‘“widower”.

(g)(1) Section 226(e)3) of such Act is amended to read as follows:

“(8) For purposes of determining entitlement to hospital insurance
benefits under subsection (b), any disabled widow aged 50 or older
who is entitled to mother’s insurance benefits (and who would have
been entitled to widow’s insurance benefits by reason of disability if
she had filed for such widow’s benefits), and any disabled widower
aged 50 or older who is entitled to father’s insurance benefits (and
who would have been entitled to widower’s insurance benefits by
reason of disability if he had filed for such widower’s benefits), shall,
upon application for such hospital insurance benefits be deemed to
have filed for such widow’s or widower’s insurance benefits.”.

(2) For purposes of determining entitlement to hospital insurance
benefits under section 226(eX3) of such Act, as amended by para-
graph (1), an individual becoming entitled to such hospital insurance
benefits as a result of the amendment made by such paragraph
shall, upon furnishing proof of his or her disability within twelve
months after the month in which this Act is enacted, under such
procedures as the Secretary of Health and Human Services may
prescribe, be deemed to have been entitled to the widow’s or widow-
er’s benefits referred to in such section 226(e)3), as so amended, as of
the time such individua] would have been entitled to such widow’s
otr; wi?ower’s benefits if he or she had filed a timely application
therefor.

EFFECTIVE DATE OF PART A

Skc. 310. (a) Except as otherwise specifically provided in this title,
the amendments made by this part apply only with respect to
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monthly benefits payable under title II of the Social Security Act for
months after the month in which this Act is enacted.

(b) Nothing in any amendment made by this part shall be con-
strued as affecting the validity of any benefit which was paid, prior
to the effective date of such amendment, as a result of a judicial
determination.

PART B—COVERAGE

COVERAGE OF EMPLOYEES OF FOREIGN AFFILIATES OF AMERICAN
EMPLOYERS

Sec. 321. (a)(1) So much of subsection (1) of section 3121 of the
Internal Revenue Code of 1954 (relating to agreements entered into
by domestic corporations with respect to foreign subsidiaries) as
precedes the second sentence of paragraph (1) thereof is amended to
read as follows:

“() AGREEMENTs ENTERED INTO BY AMERICAN EmPLOYERs WITH
RESPECT TO FOREIGN AFFILIATES.—

(1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF FOR-
EIGN AFFILIATE.—The Secretary shall, at the American employ-
er’s request, enter into an agreement (in such manner and form
as may be prescribed by the Secretary) with any American
employer (as defined in subsection (h)) who desires to have the
insurance system established by title II of the Social Security
Act extended to service performed outside the United States in
the employ of any 1 or more of such employer’s foreign affiliates
(as defined in paragraph (8)) by all employees who are citizens
or residents of the United States, except that the agreement
shall not apply to any service performed by, or remuneration
paid to, an employee if such service or remuneration would be
excluded from the term ‘employment’ or ‘wages’, as defined in
téhis section, had the service been performed in the United

tates.”

(2) Paragraph (8) of section 3121(]) of such Code (defining foreign
subsidiary) is amended to read as follows:

“(8) FOREIGN AFFILIATE DEFINED.—For purposes of this subsec-
tion and section 210(a) of the Social Security Act—

“(A) IN GENERAL.—A foreign affiliate of an American
employer is any foreiﬁn entity in which such American
employer has not less than a 10-percent interest.

“(B) DETERMINATION OF 10-PERCENT INTEREST.—For pur-
poses of subparagraph (A), an American employer has a 10-
percent interest in any entity if such employer has such an
interest directly (or through one or more entities)—

“(i) in the case of a corporation, in the voting stock
thereof, and

“(ii) in the case of any other entity, in the profits
thereof.”

(b) The clause (B) of section 210(a) of the Social Security Act
(defining employment) which precedes paragraph (1) thereof (as
amended by section 323(a)(2) of this Act) is further amended to read
as follows: “(B) outside the United States by a citizen or resident of
the United States as an employee (i) of an American employer (as
defined in subsection (e) of this section), or (ii) of a foreign affiliate
(as'defined in section 3121(1)(8) of the Internal Revenue Code of 1954)
of an American employer during any period for which there is in
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effect an agreement, entered into pursuant to section 3121(1) of such
Code, with respect to such affiliate,”.

(c) Subsection (a) of section 406 of the Internal Revenue Code of
1954 (relating to treatment of certain employees of foreign subsidiar-
ies for pension, etc., purposes) is amended to read as follows:

“a) TREATMENT AS EMPLOYEES OF AMERICAN EMPLOYER.—For pur-
poses of applying this part with respect to a pension, profit-sharing,
or stock bonus plan described in section 401(a), an annuity plan
described in section 403(a), or a bond purchase plan described in
section 405(a), of an American employer (as defined in section
3121(h)), an individual who is a citizen or resident of the United
States and who is an employee of a foreign affiliate (as defined in
section 3121(1)(8)) of such American employer shall be treated as an
employee of such American employer, if—

“(1) such American employer has entered into an agreement
under section 3121(1) which applies to the foreign affiliate of
which such individual is an employee;

“(2) the plan of such American employer expressly provides
for contributions or benefits for individuals who are citizens or
residents of the United States and who are employees of its
foreign affiliates to which an agreement entered into by such
American employer under section 3121(1) applies; and

“8) contributions under a funded plan of deferred compensa-
tion (whether or not a plan described in section 401(a), 403(a), or
405(a)) are not provided by any other person with respect to the
remuneration paid to such individual by the foreign affiliate.”

(d) Paragraph (1) of section 407(a) of such Code (relating to certain
employees of domestic subsidiaries engaged in business outside the
United States) is amended—

(1) by striking out “citizen of the United States” and inserting
in lieu thereof “citizen or resident of the United States”, and

(2) by striking out “citizens of the United States” and insert-
ing in lieu thereof “citizens or residents of the United States’".

(e)(1) Those provisions of subsection (1) of section 3121 of such Code
which are not amended by subsection (a) of this section are amended
in accordance with the following table:

Strike out (wherever it appears

in the text or heading): And insert:

domestic corporation ................. American employer
domestic corporations.. . American employers
subsidiary ........ affiliate
subsidiaries...... affiliates

foreign corporal . foreign entity
foreign corporations.........ce.o..... foreign entities
CILIZENS vvvevevrcreconrerncsesssncaninsenanens citizens or residents

e

the word ‘‘a” where it appears an
before ‘‘domestic”’.

(2)(A) Section 406 of such Code (other than subsection (a) thereof)
is amended in accordance with the following table:

Strike out (wherever appearing

in the text): And insert:
domestic corporation .. American employer
subsidiary affiliate

the word “‘a” !
before *‘domestic”.

(B) Paragraph (8) of subsection (c) of such section 406 (as in effect
before the amendment made by subparagraph (A)) is amended by
striking out “another corporation controlled by such domestic corpo-

an
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ration” and inserting in lieu thereof “another entity in which such
American employer has not less than a 10-percent interest (within
the meaning of section 3121(1X8)(B))".

(CXi) So much of subsection (d) of such section 406 as precedes
p_aragraph (1) thereof is amended by striking out “another corpora-
tion” and inserting in lieu thereof “another taxpayer”.

(ii) Paragraph (1) of subsection (d) of such section 406 is amended
by striking out “any other corporation” and inserting in lieu thereof
“any other taxpayer”.

‘ l(lD)(i) The heading of such section 406 is amended to read as
oliows:

“SEC. 406. EMPLOYEES OF FOREIGN AFFILIATES COVERED BY SECTION
3121(1) AGREEMENTS.".

(ii) The table of sections for subpart A of part I of subchapter D of
chapter 1 of such Code is amended by striking out the item relating
to section 406 and inserting in lieu thereof the following:

“Sec. 406. Employees of foreign affiliates covered by section 3121(1) agree-
ments.”

(3) Clause (A) of the second sentence of section 1402(b) of such
Code (defining self-employment income) is amended by striking out
“employees of foreign subsidiaries of domestic corporations” and
inserting in lieu thereof “employees of foreign affiliates of American
employers”.

(4)(A) Subparagraph (C) of section 6413(c)X2) of such Code (relating
to special refunds of FICA taxes in the case of employees of certain
foreign corporations) is amended—

(i) by striking out “FOREIGN CORPORATIONS’ in the heading
and inserting in lieu thereof “FOREIGN AFFILIATES”, and

(i) by striking out ‘“domestic corporation” in the text and
inserting in lieu thereof “American employer’'.

(B) The heading of paragraph (2) of section 6413(c) of such Code is

" amended by striking out “FOREIGN CORFORATIONS” and inserting in

Effective dates.
26 USC 406 note.

42 USC 410.

lieu thereof “FOREIGN AFFILIATES”.

((1XA) The amendments made by this section (other than subsec-
tion (d)) shall apply to agreements entered into after the date of the
enactment of this Act.

(B) At the election of any American employer, the amendments
made by this section (other than subsection (d)) shall also apply to
any agreement entered into on or before the date of the enactment
of this Act. Any such election shall be made at such time and in
such manner as the Secretary may by regulations prescribe.

(2Y(A) The amendments made by subsection (d) shall apply to plans
established after the date of the enactment of this Act.

(B) At the election of any domestic parent corporation the amend-
ments made by subsection (d) shall also apply to any plan estab-
lished on or before the date of the enactment of this Act. Any such
election shall be made at such time and in such manner as the
Secretary may by regulations prescribe.

EXTENSION OF COVERAGE BY INTERNATIONAL SOCIAL SECURITY
AGREEMENT

Skc. 322. (a)(1) Section 210(a) of the Social Security Act (as amended
by sections 321(b) and 323(a)(2) of this Act) is further amended, in
the matter preceding paragraph (1)—

(A) by striking out ‘“either” before “(A)”, and
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(B) by inserting before “; except” the following: “, or (C) if it is
service, regardless of where or by whom performed, which is
designated as employment or recognized as equivalent to em-
ployment under an agreement entered into under section 233”.

(2) Section 3121(b) of the Internal Revenue Code of 1954 is
amended, in the matter preceding paragraph (1)—

(A) by striking out “either’ before “(A)”, and

(B) by inserting before “; except” the following: “, or (C) if it is
service, regardless of where or by whom performed, which is
designated as employment or recognized as equivalent to
employment under an agreement entered into under section 233
of the Social Security Act”.

(bX1) Section 211(b) of the Social Security Act is amended by
inserting after “non-resident alien individual” the following: “,
except as provided by an agreement under section 233”.

(2) The first sentence of section 1402(b) of the Internal Revenue
Code of 1954 is amended by inserting after “non-resident alien
individual” the following: “, except as provided by an agreement
under section 233 of the Social Security Act”.

(c) The amendments made by this section shall be effective for
Kxxable years beginning on or after the date of the enactment of this

ct.

TREATMENT OF CERTAIN SERVICE PERFORMED OUTSIDE THE UNITED
STATES

Sec. 323. (a)1) Subsection (b) of section 3121 of the Internal
Revenue Code of 1954 (defining employment) is amended by striking
out “a citizen of the United States” in the matter preceding para-
graph (1) thereof and inserting in lieu thereof “a citizen or resident
of the United States”.

(2) Subsection (a) of section 210 of the Social Security Act is
amended by striking out “a citizen of the United States” in the
matter preceding paragraph (1) thereof and inserting in lieu thereof
“a citizen or resident of the United States”.

(b)X1) Paragraph (11) of section 1402(a) of the Internal Revenue
Code of 1954 (defining net earnings from self-employment) is
amended by striking out “in the case of an individual described in
section 911(d)(1)(B),”. v

(2)(A) Paragraph (10) of section 211(a) of the Social Security Act (as
amended by section 124(c)(3) of this Act) is further amended to read
as follows:

“(10) The exclusion from gross income provided by section
911(a)(1) of the Internal Revenue Code of 1954 shall not apply;”.

(B) Effective with respect to taxable years beginning after Decem-
ber 31, 1981, and before January 1, 1984, paragraph (10) of section
211(a) of such Act is amended to read as follows:

“(10) In the case of an individual described in section
911(d)(1)B) of the Internal Revenue Code of 1954, the exclusion
from gross income provided by section 911(a)(1) of such Code
shall not apply;”.

(cX1) The amendments made by subsection (a) shall apply to
remuneration paid after December 31, 1983.

(2) Except as provided in subsection (b)2)(B), the amendments
made by subsection (b) shall apply to taxable years beginning after
December 31, 1983.
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AMOUNTS RECEIVED UNDER CERTAIN DEFERRED COMPENSATION AND
SALARY REDUCTION ARRANGEMENTS TREATED AS WAGES FOR FICA
TAXES

26 USC 3121. SEc. 324. (a)1) Section 3121 of the Internal Revenue Code of 1954
(relating to definitions) is amended by adding at the end thereof the
following new subsection:

“(v) TREATMENT OF CERTAIN DEFERRED COMPENSATION AND SALARY
REDUCTION ARRANGEMENTS.—

“(1) CERTAIN EMPLOYER CONTRIBUTIONS TREATED AS WAGES.—
Nothing in any paragraph of subsection (a) (other than para-
graph (1)) shall exclude from the term ‘wages’—

‘“(A) any employer contribution under a qualified cash or
deferred arrangement (as defined in section 401(k)) to the
extent not included in gross income by reason of section
402(a)(®8), or

‘“B) any amount treated as an employer contribution
under section 414(h)(2).

“(2) TREATMENT OF CERTAIN NONQUALIFIED DEFERRED COMPEN-
SATION PLANS.—

‘“A) IN GENERAL.—Any amount deferred under a non-
qualified deferred compensation plan shall be taken into
account for purposes of this chapter as of the later of—

“(i) when the services are performed, or
“(ii) when there is no substantial risk of forefeiture of
the rights to such amount.

‘“(B) TAXED ONLY ONCE.—Any amount taken into account
as wages by reason of subparagraph (A) (and the income
attributable thereto) shall not thereafter be treated as
wages for purposes of this chapter.

“(C) NONQUALIFIED DEFERRED COMPENSATION PLAN.—For
purposes of this paragraph, the term ‘nonqualified deferred
compensation plan’ means any plan or other arrangement
for deferral of compensation other than a plan described in
subsection (a)5).

“(3) EXEMPT GOVERNMENTAL DEFERRED COMPENSATION PLAN.—
For purposes of subsection (a)X5), the term ‘exempt governmen-
tal deferred compensation plan’ means any plan providing for
deferral of compensation established and maintained for its
employees by the United States, by a State or political subdivi-
sion thereof, or by an agency or instrumentality of any of the
foregoing. Such term shall not include—

‘“(A) any plan to which section 83, 402(b), 403(c), 457(a), or
457(e)(1) applies, and

‘“(B) any annuity contract described in section 403(b).”

(2) Paragraph (5) of section 3121(a) of such Code (defining wages) is
amended—

(A) by striking out “or” at the end of subparagraph (C),

(B) by striking out the semicolon at the end of subparagraph
(D) and inserting in lieu thereof a comma, and

(C)hby adding at the end thereof the following new subpara-
graphs:

P “(E) under or to an annuity contract described in section
403(b), other than a payment for the purchase of such
contract which is made by reason of a salary reduction
agreement (whether evidenced by a written instrument or
otherwise),
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‘“(F) under or to an exempt governmental deferred com-
pensation plan (as defined in subsection (v)(3)), or

“(Q) to supplement pension benefits under a plan or trust
described in any of the foregoing provisions of this para-
graph to take into account some portion or all of the
increase in the cost of living (as determined by the Secre-
tary of Labor) since retirement but only if such supplemen-
tal payments are under a plan which is treated as a welfare
plan under section 3(2)(B)(ii) of the Employee Retirement
Income Security Act of 1974;”. . 29 USC 1002.

(3) Subsection (a) of section 3121 of such Code (defining wages) is 26 USC 3121.
amended—

(A) in paragraph (2), by striking out subparagraph (A) and
redesignating subparagraphs (B), (C), and (D) as subparagraphs
(A), (B), and (C), respectively,

(B) by striking out paragraphs (3) and (9),

(C) in paragraph (13XA)—

(i) by inserting “or” after ‘‘death,”, and

(i) by striking out “‘or (iii) retirement after attaining an
age specified in the plan referred to in subparagraph (B) or
in a pension plan of the employer,”, and

(D) by striking out ‘‘subparagraph (B)” in the last sentence
thereof and inserting in lieu thereof ‘‘subparagraph (A)”. ,

(b)(1) Section 3306 of the Internal Revenue Code of 1954 (relating 26 USC 3306.
to definitions) is amended by adding at the end thereof the following
new subsection:

“(r) TREATMENT OF CERTAIN DEFERRED COMPENSATION AND SALARY
REDUCTION ARRANGEMENTS.—

“(1) CERTAIN EMPLOYER CONTRIBUTIONS TREATED AS WAGES.—
Nothing in any paragraph of subsection (b) (other than para-
graph (1)) shall exclude from the term ‘wages’—

“(A) any employer contribution under a qualified cash or
deferred arrangement (as defined in section 401(k)) to the
extent not included in gross income by reason of section
402(aX8), or

“(B) any amount treated as an employer contribution
under section 414(h)2).

“(2) TREATMENT OF CERTAIN NONQUALIFIED DEFERRED COMPEN-
SATION PLANS.—

‘“(A) IN GENERAL.—Any amount deferred under a non-
qualified deferred compensation plan shall be taken into
account for purposes of this chapter as of the later of—

“(i) when the services are performed, or
“(ii) when there is no substantial risk of forfeiture of
the rights to such amount.

“(B) TAXED ONLY ONCE.—Any amount taken into account
as wages by reason of subparagraph (A) (and the income
attributable thereto) shall not thereafter be treated as
wages for purposes of this chapter.

“(C) NONQUALIFIED DEFERRED COMPENSATION PLAN.—For
purposes of this paragraph, the term ‘nonqualified deferred
compensation plan’ means any plan or other arrangement
for deferral of compensation other than a plan described in
subsection (b)(5).”

(2) Paragraph (5) of section 3306(b) of such Code (defining wages) is
amended—

(A) by striking out ‘“or” at the end of subparagraph (C),
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(B) by striking out the semicolon at the end of subparagraph
(D) and inserting in lieu thereof a comma, and

(C)hby adding at the end thereof the following new subpara-
graphs:

“(E) under or to an annuity contract described in section
403(b), other than a payment for the purchase of such contract
which is made by reason of a salary reduction agreement
(whether evidenced by a written instrument or otherwise),

“(F) under or to an exempt governmental deferred compensa-
tion plan (as defined in section 3121(v)(8)), or

“(G) to supplement pension benefits under a plan or trust
described in any of the foregoing provisions of this paragraph to
take into account some portion or all of the increase in the cost
of living (as determined by the Secretary of Labor) since retire-
ment but only if such supplemental payments are under a plan
which is treated as a welfare plan under section 3(2)(B)(ii) of the
Employee Retirement Income Security Act of 1974;”.

(3) Subsection (b) of section 3306 of such Code (defining wages) is
amendes 1 h @), by strik b h (A) and

in paragrap , by striking out subparagrap! an
redesignating subparagraphs (B), (8), and (D) as subparagraphs
(A), (B), and (C), respectively,
(B) by striking out Saragraphs (3) and (8), and
(C) in paragraph (10)(A)—
(i) by inserting “or’”’ after “death,”, and
(i) by striking out “or (iii) retirement after attaining an
age specified in the plan referred to in subparagraph (B) or
in a pension plan of the employer,”.

(4)(A) Subparagraph (A) of section 3306(b)2) of such Code, as
redesignated by paragraph (3)(A), is amended to read as follows:

“(A) sickness or accident disability (but, in the case of pay-
ments made to an employee or any of his dependents, this
subparagraph shall exclude from the term ‘wages’ only pay-
inex)xts y’vhich are received under a workman’s compensation
aw), or”.

(B) Subsection (b) of section 3306 of such Code (defining wages) is

amended by adding at the end thereof the following new flush
sentence:
“Except as otherwise provided in reguiations prescribed by the
Secretary, any third party which makes a payment included in
wages solely by reason of the parenthetical matter contained in
subparagraph (A) of paragraph (2) shall be treated for purposes of
this ch’gpter and chapter 22 as the employer with respect to such
wages.

2?(gl) Rules similar to the rules of subsections (d) and (e) of section 3
of the Act entitled “An Act to amend the Omnibus Reconciliation
Act of 1981 to restore minimum benefits under the Social Security
Act” (Public Law 97-123), approved December 29, 1981, shall apply
in the administration of section 3306(b)2)(A) of such Code (as
amended by subparag'raph (A)).

(c)(1) Section 209 of the Social Security Act (as amended by section
101(c)(1) of this Act) is further amended by adding at the end thereof
the following new paragraphs:

“Nothing in any of the foregoing provisions of this section (other
than subsection (a)) shall exclude from the term ‘wages’—

“(1) Any employer contribution under a qualified cash or
deferred arrangement (as defined in section 401(k) of the Inter-
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nal Revenue Code of 1954) to the extent not included in gross
income by reason of section 402(a)(8) of such Code, or

“(2) Any amount which is treated as an employer contribution
under section 414(h)2) of such Code.

“Any amount deferred under a nonqualified deferred compensa-
tion plan (within the meaning of section 3121(vX2)(C) of the Internal
Revenue Code of 1954) shall be taken into account for purposes of
this title as of the later of when the services are performed, or when
there is no substantial risk of forfeiture of the rights to such
amount. Any amount taken into account as wages by reason of the
preceding sentence (and the income attributable thereto) shall not
thereafter be treated as wages for purposes of this title.”

(2) Subsection (e) of section 209 of such Act is amended by adding
before the semicolon at the end thereof the following: , or (5) under
or to an annuity contract described in section 403(b) of the Internal
Revenue Code of 1954, other than a payment for the purchase of
such contract which is made by reason of a salary reduction agree-
ment (whether evidenced by a written instrument or otherwise), or
(6) under or to an exempt %overnmental deferred compensation plan
(as defined in section 3121(vX3) of such Code), or (7) to supplement
pension benefits under a plan or trust described in any of the
foregoing provisions of this subsection to take into account some
portion or all of the increase in the cost of living (as determined by
the Secretary of Labor) since retirement but only if such supplemen-
tal payments are under a plan which is treated as a welfare plan
under section 3(2XBXii) of the Employee Retirement Income Secu-
rity Act of 1974;".

(3) Section 209 of such Act is amended—

(A) in subsection (b), by striking out paragraph (1) and redes-
ignating paragraphs (2), (3), and (4) as paragraphs (1), (2), and
(3), respectively,

(B) by striking out subsections (c) and (i), and

(C) in subsection (m)X1)—

(i) by inserting “or” after “death,”, and

(ii) by striking out “or (C) retirement after attaining an
age specified in the plan referred to in paragraph (2) or in a
pension plan of the employer,”.

(4) Section 203(fX5XC) of the Social Security Act is amended by
adding at the end thereof the following new sentence: “The term
‘wages’ dees not include—

“(i) the amount of any ipayment made to, or on behalf of,
an employee or any of his dependents (including any
amount paid by an employer for insurance or annuities, or
into a fund, to provide for any such payment) on account of
retirement, or

“(ii) any payment or series of payments by an employer to
an employee or any of his dependents upon or after the
termination of the employee’s employment relationship be-
cause of retirement after attaining an age specified in a
plan referred to in section 209(m)2) or in a pension plan of
the employer.”

(dX1) Except as otherwise provided in this subsection, the amend-
ments made by this section shall apply to remuneration paid after
December 31, 1983.

(2) Except as otherwise provided in this subsection, the amend-
ments made by subsection (b) shall apply to remuneration paid after
December 31, 1984.
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(3) The amendments made by this section shall not apply to
employer contributions made during 1984 and attributable to serv-
ices performed during 1983 under a qualified cash or deferred
arrangement (as defined in section 401(k) of the Internal Revenue
Code of 1954) if, under the terms of such arrangement as in effect on
March 24, 1983—

(A) the employee makes an election with respect to such
contribution before January 1, 1984, and

(B) the employer identifies the amount of such contribution
before January 1, 1984.

In the case of the amendments made by subsection (b), the preceding
sentence shall be applied by substituting “1985” for “1984” each
ll)é)%%?' it appears and by substituting “‘during 1984” for “during

(4) In the case of an agreement in existence on March 24, 1983,
between a nonqualified deferred compensation plan (as defined in
section 3121(v)(2)(C) of the Internal Revenue Code of 1954, as added
by this section) and an individual—

(A) the amendments made by this section (other than subsec-
tion (b)) shall apply with respect to services performed by such
individual after December 31, 1983, and

(B) the amendments made by subsection (b) shall apply with
gtis;igt:gt4to services performed by such individual after December

The preceding sentence shall not apply in the case of a plan to
which section 457(a) of such Code applies.

EFFECT OF CHANGES IN NAMES OF STATE AND LOCAL EMPLOYEE GROUPS
IN UTAH

Sec. 325. (a) Section 218(0) of the Social Security Act is amended
by adding at the end thereof the following new sentence: “Coverage
provided for in this subsection shall not be affected by a subsequent
change in the name of a group.”.

(b) The amendment made by subsection (a) shall apply with
respect to name changes made before, on, or after the date of the
enactment of this section.

EFFECTIVE DATES OF INTERNATIONAL SOCIAL SECURITY AGREEMENTS

SEc. 326. (a) Section 233(eX2) of the Social Security Act is amended
by striking out “during which each House of the Congress has been
in session on each of 90 days” and inserting in lieu thereof “during
wfhécl:iat least one House of the Congress has been in session on each
of 60 days”.

(b) The amendment made by subsection (a) shall be effective on
the date of the enactment of this Act.

CODIFICATION OF ROWAN DECISION WITH RESPECT TO MEALS AND
LODGING

Sec. 327. (aX1) Subsection (a) of section 3121 of the Internal
Revenue Code of 1954 (defining wages) is amended by striking out
“or” at the end of paragraph (17), by striking out the period at the
end of paragraph (18) and inserting in lieu thereof ‘; or”, and by
inserting after paragraph (18) the following new paragraph:
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“(19) the value of any meals or lodging furnished by or on
behalf of the employer if at the time of such furnishing it is
reasonable to believe that the employee will be able to exclude
such items from income under section 119.”.

(2) Section 209 of the Social Security Act is amended by striking
out “‘or” at the end of the subsection (p) which was added by Public
Law 95-472, by striking out the period at the end of subsection ()
and inserting in lieu thereof *‘; or”’, and by inserting after subsection
(@) the following new subsection:

‘“(r) The value of any meals or lodging furnished by or on behalf of
the employer if at the time of such furnishing it is reasonable to
believe that the employee will be able to exclude such items from
income under section 119 of the Internal Revenue Code of 1954.”.

(bX1) Subsection (a) of section 3121 of such Code is amended by

inserting after and below paragraph (19) (as added by subsection (a)
of this section) the following new sentence:
“Nothing in the regulations prescribed for purposes of chapter 24
(relating to income tax withholding) which provides an exclusion
from ‘wages’ as used in such chapter shall be construed to require a
similar exclusion from ‘wages’ in the regulations prescribed for
purposes of this chapter.”.

(2) Section 209 of the Social Security Act is amended by inserting
immediately after and below subsection (r) (as added by subsection
(a) of this section) the following new sentence:

“Nothing in the regulations prescribed for purposes of chapter 24 of
the Internai Revenue Code of 1954 (relating to income tax withhold-
ing) which provides an exclusion from ‘wages’ as used in such
chapter shall be construed to require a similar exclusion from
‘wages’ in the regulations prescribed for purposes of this title.”.

(c) Subsection (b) of section 3306 of the Internal Revenue Code of
1954 (defining wages) is amended—

(1) by striking out “or” at the end of paragraph (12),

(2) by striking out the period at the end of paragraph (13) and
inserting in lieu thereof “, or”,

(8) by adding immediately after paragraph (13) the following
new paragraph:

“(14) the value of any meals or lodging furnished by or on
behalf of the employer if at the time of such furnishing it is
reasonable to believe that the employee will be able to exclude
such items from income under section 119.”, and

(4) by adding at the end thereof the following new flush
sentence:

“Nothing in the regulations prescribed for purposes of chapter 24
(relating to income tax withholding) which provides an exclusion
from ‘wages’ as used in such chapter shall be construed to require a
similar exclusion from ‘wages’ in the regulations prescribed for
purposes of this chapter.”.

(d)1) Except as provided in paragraph (2), the amendments made
by subsections (a) and (b) shall apply to remuneration paid after
December 31, 1983.

(2) The amendments made by subsection (c) shall apply to remu-
neration paid after December 31, 1984.
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TREATMENT OF CONTRIBUTIONS UNDER SIMPLIFIED EMPLOYEE PENSIONS

Skc. 328. (a) Subparagraph (D) of section 3121(a)(5) of the Internal
Revenue Code of 1954 (defining wages) is amended by striking out
“section 219” and inserting in lieu thereof “‘section 219(b)2)".

(b) Subsection (e) of section 209 of the Social Security Act, (as
amended by section 324(c)2) of this Act) is further amended by
striking out the semicolon at the end thereof and inserting in lieu
thereof the following: “, or (8) under a simplified employee pension
(as defined in section 408(k) of the Internal Revenue Code of 1954) if,
at the time of the payment, it is reasonable to believe that the
employee will be entitled to a deduction under section 219(b)2) of
such Code for such payment;”.

(c) Subparagraph (D) of section 3306(b)(5) of the Internal Revenue
Code of 1954 1s amended by striking out “section 219” and inserting
in lieu thereof “section 219(b}2)".

(d)X1) Except as provided in paragraph (2), the amendments made
ll)gst3his section shall apply to remuneration paid after December 31,

(2) The amendments made by subsection (c) shall apply to remu-
neration paid after December 31, 1984.

ParT C—OTHER AMENDMENTS

TECHNICAL AND CONFORMING AMENDMENTS TO MAXIMUM
FAMILY BENEFIT PROVISIONS

Sec. 331. (a)(1) Section 203(a)3XA) of the Social Security Act is
amended by striking out clause (ii) and inserting in lieu thereof the
following:

“(i1) an amount (I) initially equal to the product of 1.75 and
the primary insurance amount that would be computed under
section 215(a)1), for January of the year determined for pur-
poses of this clause under the following two sentences, with
respect to average indexed monthly earnings equal to one-
twelfth of the contribution and benefit base determined for that
year under section 230, and (II) thereafter increased in accord-
ance with the provisions of section 215(iX2XAXii).

The year established for purposes of clause (ii) shall be 1983 or, if it
occurs later with respect to any individual, the year in which
occurred the month that the application of the reduction provisions
contained in this subparagraph began with respect to benefits pay-
able on the basis of the wages and self-employment income of the
insured individual. If for any month subsequent to the first month
for which clause (ii) applies (with respect to benefits payable on the
basis of the wages and self-employment income of the insured
individual) the reduction under this subparagraph ceases to apply,
then the year determined under the preceding sentence shall be
redetermined (for purposes of any subsequent application of this
subparagraph with respect to benefits payable on the basis of such
wages and self-employment income) as though this subparagraph
had not been previously applicable.”.

(2) Section 203(aX7) of such Act is amended by striking out every-
thing that follows “shall be reduced to an amount equal to” and
inserting in lieu thereof “the amount determined in accordance with
the provisions of Earagraph (3)(AXii) of this subsection, except that
for this purpose the references to subparagraph (A) in the last two
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sentences of paragraph (3)(A) shall be deemed to be references to
paragraph (7).”.

(b) Clause (i) in the last sentence of section 203(b)(1) of such Act (as
amended by section 132(b) of this Act) is further amended by strik-
ing out “penultimate sentence” and inserting in lieu thereof “first
sentence of paragraph (4)”.

(c) The amendments made by subsection (a) shall be effective with
respect to payments made for months after December 1983.

RELAXATION OF INSURED STATUS REQUIREMENTS FOR CERTAIN
WORKERS PREVIOUSLY ENTITLED TO A PERIOD OF DISABILITY

Sec. 332. (a) Section 216(i)3) of the Social Security Act is
amended—

(1) by striking out the semicolon at the end of clause (ii) of
subparagraph (B) and inserting in lieu thereof “, or”; and

(2) by inserting after clause (ii) of such subparagraph the
following new clause:

“(iii) in the case of an individual (not otherwise insured under
clause (i)) who, by reason of clause (ii), had a prior period of
disability that began during a period before the quarter in
which he or she attained age 31, not less than one-half of the
quarters beginning after such individual attained age 21 and

ending with such quarter are quarters of coverage, or (if the:

number of quarters in such period is less than 12) not less than
6 of the quarters in the 12-quarter period ending with such
quarter are quarters of coverage;’.

(b) Section 223(cX1)(B) of such Act is amended—

(1) by striking out the semicolon at the end of clause (ii) and
inserting in lieu thereof , or”’; and

(2) by inserting after clause (ii) the following new clause:
“(iii) in the case of an individual (not otherwise
insured under clause (i)) who, by reason of section
216(i)(8)(BXii), had a prior period of disability that
began during a period before the quarter in which he or
she attained age 31, not less than one-half of the quar-
ters beginning after such individual attained age 21
and ending with the quarter in which such month
occurs are quarters of coverage, or (if the number of
quarters in such period is less than 12) not less than 6
of the quarters in the 12-quarter period ending with

such quarter are quarters of coverage;”.

(c) The amendments made by this section shall be effective with
respect to applications for disability insurance benefits under sec-
tion 223 of the Social Security Act, and for disability determinations
under section 216(i) of such Act, filed after the date of the enactment
of this Act, except that no monthly benefits under title II of the
Social Security Act shall be payable or increased by reason of the
amendments made by this section for months before the month
following the month of enactment of this Act.

PROTECTION OF BENEFITS OF ILLEGITIMATE CHILDREN OF DISABLED
BENEFICIARIES

Sec. 333. (a) The last sentence of section 216(h)3) of the Social
Security Act is amended by striking out “subparagraph (A)(i)” and
inserting in lieu thereof “subparagraphs (AXi) and (BXi)”.
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(b) The amendment made by subsection (a) shall be effective on
the date of the enactment of this Act.

ONE-MONTH RETROACTIVITY OF WIDOW'S AND WIDOWER'S INSURANCE
BENEFITS

Sec. 334. (a) Section 202(GX4)(B) of the Social Security Act is
amended—

(1) by redesignating clauses (iii) and (iv) as clauses (iv) and (v),
respectively; and
(2) by adding after clause (ii) the following new clause:

“(iii) Subparagraph (A) does not apply to a benefit under subsec-
tion (e) or (f) for the month immediately preceding the month of
application, if the insured individual died in that preceding month.”.

(b) The amendments made by subsection (a) shall apply with
respect to survivors whose applications for monthly benefits are
filed afte(; the second month following the month in which this Act
is enacted.

NONASSIGNABILITY OF BENEFITS

Skc. 335. (a) Section 207 of the Social Security Act is amended—
(1) by inserting “(a)"’ before ‘“The right”; and
(2) by adding at the end thereof the following new subsection:

“(b) No other provision of law, enacted before, on, or after the date
of the enactment of this section, may be construed to limit, super-
sede, or otherwise modify the provisions of this section except to the
extent that it does so by express reference to this section.”.

(bX1) Section 459(a) of such Act is amended by inserting “(includ-
ing section 207)” after “any other provision of law"".

(2)(A) Section 86(a) of the Internal Revenue Code of 1954 (as added
by section 121(a) of this Act) is amended by inserting ‘“(notwith-
standing section 207 of the Social Security Act)” before “includes’.

(B) Section 871(a)(3XA) of such Code (as added by section 121(cX1)
of this Act) is amended by inserting “(notwithstanding section 207 of
the Social Security Act)” after ‘‘income”.

(c) The amendments made by subsection (a) shall apply only with
respect to benefits payable or rights existing under the Social
Security Act on or after the date of the enactment of this Act.

USE OF DEATH CERTIFICATES TO PREVENT ERRONEOUS BENEFIT
PAYMENTS TO DECEASED INDIVIDUALS

Sec. 336. Section 205 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

‘‘USE OF DEATH CERTIFICATES TO CORRECT PROGRAM INFORMATION

};‘_(rl)l(l) The Secretary shall undertake to establish a program under
which—

“(A) States (or political subdivisions thereof) voluntariR{ con-
tract with the Secretary to furnish the Secretary periodically
with information (in a form established by the Secretary in
consultation with the States) concerning individuals with
respect to whom death certificates (or equivalent documents
maintained by the States or subdivisions) have been officially
filed with them; and
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“(B) there will be (i) a comparison of such information on such
individuals with information on such individuals in the records
being used in the administration of this Act, (ii) validation of
the results of such comparisons, and (iii) corrections in such
records to accurately reflect the status of such individuals.

“2) Each State (or political subdivision thereof) which furnishes
the Secretary with information on records of deaths in the State or
subdivision under this subsection may be paid by the Secretary from
amounts available for administration of this Act the reasonable
costs (established by the Secretary in consultations with the States)
for transcribing and transmitting such information to the Secretary.

“(3) In the case of individuals with respect to whom federally
funded benefits are provided by (or tnrough) a Federal or State
agency other than under this Act, the Secretary shall to the extent
feasible provide such information through a cooperative arrange-
ment with such agency, for ensuring proper payment of those
benefits with respect to such individuals if—

“(A) under such arrangement the agency provides reimburse-
ment to the Secretary for the reasonable cost of carrying out
such arrangement, and

“(B) such arrangement does not conflict with the duties of the
Secretary under paragraph (1).

“(4) The Secretary may enter into similar agreements with States

97 STAT. 131
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to provide information for their use in programs wholly funded by -

the States if the requirements of (r)3XA) and (rX3)B) are met.

“(5) The Secretary may use or provide for the use of such records
as may be corrected under this section, subject to such safeguards as
the Secretary determines are necessary or appropriate to protect the
information from unauthorized use or disclosure, for statistical and
research activities conducted by Federal and State agencies.

“(6) Information furnished to the Secretary under this subsection
may not be used for any purpose other than the purpose described in
this subsection and is exempt from disclosure under section 552 of
title 5, United States Code, and from the requirements of section
552a of such title.

“(7) The Secretary shall include information on the status of the
program established under this section and impediments to the
effective implementation of the program in the 1984 report required
under section 704 of the Act.”.

PUBLIC PENSION OFFSET

Skc. 337. (a) Subsections (b)4XA), (cX2XA), (FX2)(A), and g)4)(A) of
section 202 of the Social Security Act, and paragraph (7)(A) of
section 202(e) of such Act (as redesignated by section 131(a)}3)A) of
this Act), are each amended—

(1) by striking out “by an amount equal to the amount of any
monthly periodic benefit” and inserting in lieu thereof “by an
amount equal to two-thirds of the amount of any monthly
periodic benefit”; and

(2) by adding at the end thereof the following new sentence:
“The amount of the reduction in any benefit under this subpar-
agraph, if not a multiple of $0.10, shall be rounded to the next
higher multiple of $0.10.”.

(b) The amendments made by subsection (a) of this section shall
apply only with respect to monthly insurance benefits payable
under title II of the Social Security Act to individuals who initially
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become eligible (as defined in section 334 of Public Law 95-216) for
monthly periodic benefits (within the meaning of the provisions
amended by subsection (a)) for months after June 1983.

STUDY CONCERNING THE ESTABLISHMENT OF THE SOCIAL SECURITY
ADMINISTRATION AS AN INDEPENDENT AGENCY

Sec. 338. (a) There is hereby established, under the authority of
the Committee on Ways and Means of the House of Representatives
and the Committee on Finance of the Senate, a joint study panel to
be known as the Joint Study Panel on the Social Security Adminis-
tration (hereafter in this section referred to as the ‘“Panel”). The
duties of the Panel shall be to conduct the study provided for in
subsection (c).

(b)(1) The Panel shall be composed of 3 members, appointed jointly
by the chairmen of the Committee on Ways and Means of the House
of Representatives and the Committee on Finance of the Senate and
such chairmen shall jointly select one member of the Panel to serve
as chairman of the Panel. Members of the Panel shall be chosen, on
the basis of their integrity, impartiality, and good judgment, from
individuals who, as a result of their training, experience, and attain-
ments, are widely recognized by professionals in the fields of govern-
ment administration, social insurance, and labor relations as experts
in those fields. :

(2) Vacancies in the membership of the Panel shall not affect the
power of the remaining members to perform the duties of the Panel
and shall be filled in the same manner in which the original
appointment was made.

(3) Each member of the Panel not otherwise in the employ of the
United States Government shall receive the daily equivalent of the
annual rate of basic pay payable for level V of the Executive
Schedule under section 5316 of title 5, United States Code, for each
day during which such member is actually engaged in the perform-

"ance of the duties of the Panel. Each member of the Panel shall be

allowed travel expenses in the same manner as any individual
employed intermittently by the Federal Government is allowed
travel expenses under section 5703 of title 5, United States Code.

(4) By agreement between the chairmen of the Committee on
Ways and Means of the House of Representatives and the Commit-
tee on Finance of the Senate, such Committees shall provide the
Panel, on a reimbursible basis, office space, clerical personnel, and
such supplies and equipment as may be necessary for the Panel to
carry out its duties under this section. Subject to such limitations as
the chairmen of such Committees may jointly prescribe, the Panel
may appoint such additional personnel as the Panel considers neces-
sary and fix the compensation of such personnel as it considers
appropriate at an annual rate which does not exceed the rate of
basic pay then payable for GS-18 of the General Schedule under
section 5332 of title 5, United States Code, and may procure by
contract the temporary or intermittent services of clerical personnel
and experts or consultants, or organizations thereof.

(5) There are hereby authorized to be appropriated to the Panel,
from amounts in the general fund of the Treasury not otherwise
appropriated, such sums as are necessary to carry out the purposes
of this section.

(cX1) The Panel shall undertake, as soon as possible after the date
of the enactment of this Act, a thorough study with respect to the
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implementation of removing the Social Security Administration
from the Department of Health and Human Services and establish-
ing it as an independent agency in the executive branch with its
own independent administrative structure, including the possibility
of such a structure headed by a board appointed by the President, by
and with the advice and consent of the Senate.

(2) The Panel in its study under paragraph (1) shall address,
analyze, and report specifically on the following matters:

(A) the manner in which the transition to an independent
agency would be conducted;

(B) the authorities which would have to be transferred or
amended in such a transition;

(C) the program or programs which would be included within
the jurisdiction of the new agency;

(D) the legal and other relationships of the Social Security
Administration with other organizations which would be
required as a result of establishing the Social Security Adminis-
tration as an independent agency; and

(E) any other details which may be necessary for the develop-
ment of appropriate legislation to establish the Social Security
Administration as an independent agency.

(d) The Panel shall submit to the Committee on Ways and Means
of the House of Representatives and the Committee on Finance of

the Senate, not later than April 1, 1984, a report of the findings of -

the study conducted under subsection (c), together with any recom-
mendations the Panel considers appropriate. The Panel and all
authority granted in this section shall expire thirty days after the
date of the submission of its report under this section.

LIMITATION ON PAYMENTS TO PRISONERS

Sec. 339. (a) Section 202 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

“(x)1) Notwithstanding any other provision of this title, no
monthly benefits shall be paid under this section or under section
223 to any individual for any month during which such individual is
confined 1n a jail, prison, or other penal institution or correctional
facility, pursuant to his conviction of an offense which constituted a
felon[y under applicable law, unless such individual is actively and
satistactorily participating in a rehabilitation program whic% has
been specifically a%prove for such individual by a court of law and,
as determined by the Secretary, is expected to result in such individ-
ual being able to engage in sugstantial gainful activity upon release
and within a reasonable time.

“(2) Benefits which would be ﬁgyable to any individual (other than
a confined individual to whom benefits are not payable by reason of
paragraph (1)) under this title on the basis of the wages and self-
employment income of such a confined individual but for the provi-
sions of ;faragraph (1), shall be payable as though such confined
izré%ividua were receiving such benefits under this section or section

“(3) Notwithstanding the provisions of section 552a of title 5,
United States Code, or ang' other provision of Federal or State law,
anfz agency of the United States Government or of any State (or
political subdivision thereof) shall make available to the Secretary,
upon written request, the name and social security account number
of any individual who is confined in a jail, prison, or other penal
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institution or correctional facility under the jurisdiction of such
agency, pursuant to his conviction of an offense which constituted a
felony under applicable law, which the Secretary may require to
carry out the provisions of this subsection.”.

(b) Section 223 of such Act is amended by striking out sub-
section (f).

(¢c) The amendments made by subsections (a) and (b) shall apply
with respect to monthly benefits payable for months beginning on or
after the date of enactment of this Act.

REQUIREMENT OF PREVIOUS UNITED STATES RESIDENCY FOR ALIEN
DEPENDENTS AND SURVIVORS LIVING OUTSIDE THE UNITED STATES

SEc. 340. (a) Section 202(t) of the Social Security Act is amended—
(1) in the heading, by adding after “United States” the follow-
ingd: “. Residency Requirements for Dependents and Survivors”’;

an
(2) by adding at the end thereof the following new paragraph:
“(11)A) Paragraph (2) and subparagraphs (A), (B), (C), and (E) of
paragraph (4) shall apply with respect to an individual’s monthly
benefits under subsection (b), (c), (d), (e), (), (g), or (h) only if such
individual meets the residency requirements of this paragraph with
respect to those benefits.
“(B) An individual entitled to benefits under subsection (b), (c), (e),
(0, or (8) meets the residency requirements of this paragraph with
respect to those benefits only if such individual has resided in the
United States, and while so residing bore a spousal relationship to
the person on whose wages and self-employment income such enti-
tlement is based, for a total period of not less than 5 years. For
purposes of this subparagraph, a period of time for which an individ-
ual bears a spousal relationship to another person consists of a

period throughout which the individual has been, with respect to

such other person, a wife, a husband, a widow, a widower, a divorced
wife, a divorced husband, a surviving divorced wife, a surviving
divorced husband, a surviving divorced mother, a surviving divorced
father, or (as applicable in the course of such period) any two or
more of the foregoing.

“(C) An individual entitled to benefits under subsection (d) meets
the residency requirements of this paragraph with respect to those
benefits only if—

“(i)T) such individual has resided in the United States (as the
child of the person on whose wages and self-employment income
such entitlement is based) for a total period of not less than 5
years, or

“(II) the person on whose wages and self-employment income
such entitlement is based, and the individual’s other parent
(within the meaning of subsection (h)3)), if any, have each
resided in the United States for a total period of not less than 5
years (or died while residing in the United States), and

‘(i1) in the case of an individual entitled to such benefits as an
adopted child, such individual was adopted within the United
States by the person on whose wages and self-employment
income such entitlement is based, and has lived in the United
States with such person and received at least one-half of his or
her support from such person for a period (beginning before

- such individual attained age 18) consisting of—
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“(I) the year immediately before the month in which such
person became eligible for old-age insurance benefits or
disability insurance benefits or died, whichever occurred
first, or

“(D if such person had a period of disability which
continued until he or she became entitled to old-age insur-
ance benefits or disability insurance benefits or died, the
year immediately before the month in which such period of
disability began.

“(D) An individual entitled to benefits under subsection (h) meets
the residency requirements of this paragraph with respect to those
benefits only if such individual has resided in the United States, and
while so residing was a parent (within the meaning of subsection
(hX3)) of the person on whose wages and self-employment income
such entitlement is based, for a total period of not less than 5 years.

‘“(E) This paragraph shall not apply with respect to any individual
who is a citizen or resident of a foreign country with which the
United States has an agreement in force concluded pursuant to
section 233, except to the extent provided by such agreement.”.

(b) Paragraphs (2) and (4) of section 202(t) of such Act are each
amended by striking out “Paragraph (1) shall not apply” and insert-
ing in lieu thereof “Subject to paragraph (11), paragraph (1) shall
not apply”.

(c) The amendments made by this section shall apply with respect
to any individual who initially becomes eligible for benefits under
section 202 or 223 after December 31, 1984.

ADDITION OF PUBLIC MEMBERS TO TRUST FUND BOARD OF TRUSTEES

Skc. 341. (a) Section 201(c) of the Social Security Act is amended—
(1) in the first sentence, by striking out “Secretary of Health,
Education, and Welfare, all ex officio” and inserting in lieu
thereof “Secretary of Health and Human Services, all ex officio,
and of two members of the public (both of whom may not be
from the same political party), who shall be nominated by the
President for a term of four years and subject to confirmation
by the Senate”’; and

(2) by adding at the end thereof the following new sentence:
“A éaerson serving on the Board of Trustees shall not be consid-
ered to be a fiduciary and shall not be personally liable for
%ctict)ins" taken in such capacity with respect to the Trust

unds.”.

(b) Section 1817(b) of such Act is amended—

(1) in the first sentence, by striking out ““Secretary of Health,
Education, and Welfare, all ex officio” and inserting in lieu
thereof “Secretary of Health and Human Services, all ex officio,
and of two members of the public (both of whom may not be
from the same political party), who shall be nominated by the
President for a term of four years and subject to confirmation
by the Senate”’; and

(2) by adding at the end thereof the following new sentence:
“A person serving on the Board of Trustees shall not be consid-
ered to be a fiduciary and shall not be personally liable for
actions taken in such capacity with respect to the Trust Fund.”.

(c) Section 1841(b) of such Act is-amended—

(1) in the first sentence, by striking out “Secretary of Health,

Education, and Welfare, all ex officio” and inserting in lieu
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thereof “Secretary of Health and Human Services, all ex officio,
and of two members of the public (both of whom may not be
from the same political party), who shall be nominated by the
President for a term of four years and subject to confirmation
by the Senate”; and
(2) by adding at the end thereof the following new sentence:
“A person serving on the Board of Trustees shall not be consid-
ered to be a fiduciary and shall not be personally liable for
actions taken in such capacity with respect to the Trust Fund.”.
(d) The amendments made by this section shall become effective
on the date of enactment of this Act.

PAYMENT SCHEDULE BY STATE AND LOCAL GOVERNMENTS

Sec. 342. (a) Section 218(e)(1)(A) of the Social Security Act is
amended to read as follows:

“(A) that the State will pay to the Secretary of the Treasury—
“(1) on the last day of each calendar month, amounts
equivalent to the sum of the taxes which would be imposed
by sections 3101 and 3111 of the Internal Revenue Code of
1954 with respect to the period which includes the first
fifteen days of such calendar month if the services for
which wages were paid in such period to employees covered
by the agreement constituted employment as defined in

section 3121 of such Code, and
“(ii) on the fifteenth day of the calendar month following
such calendar month, amounts equivalent to the sum of the
taxes which would be imposed by sections 3101 and 3111 of
such Code with respect to the period beginning with the
sixteenth day of such calendar month and ending with the
last day of such calendar month if the services for which
wages were paid in such period to employees covered by the
agreement constituted employment as defined in section

3121 of such Code; and”.
(b) The amendments made by this section shall apply to calendar
months beginning after December 31, 1983.

EARNINGS SHARING IMPLEMENTATION REPORT

SEc. 343. (a) The Secretary of Health and Human Services (herein-
after in this section referred to as the “Secretary”) shall develop, in
consultation with the Committee on Finance of the Senate and the
Committee on Ways and Means of the House of Representatives,
proposals for earnings sharing legislation as described in subsection
(b). The Secretary shall report such proposals to such committees
not later than July 1, 1984. The report and proposals provided to
such committees shall—

(1) take into account, discuss, and analyze the impact of
earnings sharing on various categories of social security
beneficiaries and include recommendations for the implementa-
tion of earnings sharing which may be necessary to provide
adequate protection for particular classes of beneficiaries;

(2) include specific recommendations with respect to an appro-
priate and feasible time period or time periods for implementa-
tion of such proposals along with recommendations for any
tradnsition provisions which may be necessary or appropriate;
an
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(3) provide cost-impact analyses on each proposal preserted.

(b) For the purposes of subsection (a), the term “earnings sharing”
refers to proposals that the combined earnings of a husband and
wife during the period of their marriage shall be divided equally and
shared between them for social security benefit purposes.

(c) In preparing the report and proposals required in subsection
(a), the Secretary shall include consideration and analysis of the
earnings sharing proposals contained in (1) S. 3, 98th Congress, 1st
Session, (2) H.R. 1513, 97th Congress, 1st Session, and (3) the earn-
ings sharing option described in the report entitled “Social Security
and the Changing Roles of Men and Women”, submitted to the
Congress pursuant to Public Law 95-216, the Social Security
Amendments of 1977.

(d) In carrying out subsections (a), (b), and (c), the Secretary shall
consult with the Director of the Congressional Budget Office. Not
later than 30 days after the Secretary submits the report required in
subsection (a), the Director of the Congressional Budget Office shall
submit a report to the committees identified in such subsection on
the methodologies, recommendations, and analyses used in the Sec-
retary’s report.

VETERANS' ADMINISTRATION REORGANIZATION

97 STAT. 137
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Sec. 344. The requirements of section 210(bX2)(A) of title 38, -

United States Code, shall not apply to the planned administrative
reorganization at the Veterans’ Administration Los Angeles Data
Processing Center involving the transfer of 25 full-time equivalent
employees from the Office of Data Management and Technology to
the Department of Medicine and Surgery of the Veterans’ Adminis-
tration.

SOCIAL SECURITY CARDS

SEc. 345. (a) Section 205(cX2) of the Social Security Act is amended
by adding at the end thereof the following new subparagraph:

“(D) The Secretary shall issue a social security card to each
individual at the time of the issuance of a social security account
number to such individual. The social security card shall be made of
banknote paper, and (to the maximum extent practicable) shall be a
card which cannot be counterfeited.”.

{b) The amendment made by this section shall apply with respect
to all new and replacement social security cards issued more than
193 days after the date of the enactment of this Act.

(c) Within 90 days after the date of the enactment of this Act the
Secretary of Health and Human Services shall report to the Con-
gress on his plans for implementing the amendment made by this
section.

BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

SEc. 346. (a)(1) Title VII of the Social Security Act (as amended by
section 143 of this Act) is further amended by adding at the end
thereof the following new section:

“BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

“Sec. 710. The disbursements of the Federal Old-Age and Survi-
vors Insurance Trust Fund, the Federal Disability Insurance Trust

42 USC 405.
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Fund, the Federal Hospital Insurance Trust Fund, and the Federal
Supplementary Medical Insurance Trust Fund shall be treated as a
separate major functional category in the budget of the United
States Government as submitted by the President and in the con-
gressional budget, and the receipts of such Trust Funds, including
the taxes imposed under sections 1401, 3101, and 3111 of the Inter-
nal Revenue Code of 1954, shall be set forth separately in such
budgets.”.

(2) The amendment made by paragraph (1) shall apply with
respect to fiscal years beginning on or after October 1, 1984, and
ending on or before September 30, 1992, except that such amend-
ment shall apply with respect to the fiscal year beginning on
October 1, 1983, to the extent it relates to the congressional budget.

(b) Effective for fiscal years beginning on or after October 1, 1992,
section 710 of such Act (as added by subsection (a) of this section) is
amended to read as follows:

“BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

“Sec. 710. (a) The receipts and disbursements of the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability
Insurance Trust Fund, and the Federal Hospital Insurance Trust
Fund and the taxes imposed under sections 1401, 3101, and 3111 of
the Internal Revenue Code of 1954 shall not be included in the totals
of the budget of the United States Government as submitted by the
President or of the congressional budget and shall be exempt from
any general hudget limitation imposed by statute on expenditures
and net lending (budget outlays) of the United States Government.

‘“(b) The disbursements of the Federal Supplementary Medical
Insurance Trust Fund shall be treated as a separate major func-

.tional category in the budget of the United States Government as
submitted by the President and in the congressional budget, and the

- receipts of such Trust Fund shall be set forth separately in such

42 USC 4083.
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budgets.”.
LIBERALIZATION OF EARNINGS TEST

SEc. 347. (a) Section 203(f)(3) of the Social Security Act is amended
by striking out “50 per centum of his earnings for such year in
excess of the product of the applicable exempt amount as deter-
mined under paragraph (8)” and inserting in lieu thereof the follow-
ing: “33% percent of his earnings for such year in excess of the
product of the applicable exempt amount as determined under
paragraph (8) in the case of an individual who has attained retire-
ment age (as defined in section 216(1)) before the close of such
taxable year, or 50 percent of his earnings for such year in excess of
such product in the case of any other individual”.

(b) The amendment made by subsection (a) shall apply only with
respect to taxable years beginning after December 1989, and only in
the case of individuals who have attained retirement age (as defined
in section 216(1) of the Social Security Act).

TITLE IV—SUPPLEMENTAL SECURITY INCOME BENEFITS

INCREASE IN FEDERAL SSI BENEFIT STANDARD

Skc. 401. (a)(1) Section 1617 of the Social Security Act is amended
“by adding at the end thereof the following new subsection:
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“(c) Effective July 1, 1983—

“(1) each of the dollar amounts in effect under subsections
(aX1XA) and (bX1) of section 1611, as previously increased under
this section, shall be increased by $240 (and the dollar amount
in effect under subsection (a)(1)(A) of section 211 of Public Law
93-66, as previously so increased, shall be increased by $120);
and

“(2) each of the dollar amounts in effect under subsections
(a)(2)(A) and (bX2) of section 1611, as previously increased under
this section, shall be increased by $360.”.

(2) Section 1617(b) of such Act is amended by striking out “this
section” and inserting in lieu thereof “subsection (a) of this section’’.

(b) Section 1617(a)(2) of such Act is amended by inserting “, or, if
greater (in any case where the increase under title II was deter-
mined on the basis of the wage increase percentage rather than the
CPI increase percentage), the percentage by which benefit amounts
under title II would be increased for such month if the increase had
been determined on the basis of the CPI increase percentage,” after
“are increased for such month”’.

ADJUSTMENTS IN FEDERAL SSI PASS-THROUGH PROVISIONS

Sec. 402. Section 1618 of the Social Security Act is amended by
redesignating the subsection (c) which was added by Public Law 97-
377 as subsection (d), and by adding at the end thereof the following
new subsection:

“(eX1) For any particular month after March 1983, a State which
is not treated as meeting the requirements imposed by paragraph (4)
of subsection (a) by reason of subsection (b) shall be treated as
meeting such requirements if and only if—

“(A) the combined level of its supplementary payments (to
recipients of the type involved) and the amounts payable (to or
on behalf of such recipients) under section 1611(b) of this Act
and section 211(aX1XA) of Public Law 93-66, for that particular
month,

is not less than—

“(B) the combined level of its supplementary payments (to
recipients of the type involved) and the amounts payable (to or
on behalf of such recipients) under section 1611(g) of this Act
and section 211(a)1XA) of Public Law 93-66, for March 1983,
increased by the amount of all cost-of-living adjustments under
section 1617 (and any other benefit increases under this title)
which have occurred after March 1983 and before that particu-
lar month.

“(2) In determining the amount of any increase in the combined
level involved under paragraph (1XB) of this subsection, any portion
of such amount which would otherwise be attributable to the in-
crease under section 1617(c) shall be deemed instead to be equal to
the amount of the cost-of-living adjustment which would have oc-
curred in July 1983 (without regard to the 3-percent limitation
contained in section 215(X1XB)) if section 111 of the Social Security
Amendments of 1983 had not been enacted.”.
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SSI ELIGIBILITY FOR TEMPORARY RESIDENTS OF EMERGENCY SHELTERS
FOR THE HOMELESS

Sec. 403. (a) Section 1611(e)X1) of the Social Security Act is
amended—

(1) by striking out “subparagraph (B) and (C)" in subpara-
graph (A) and inserting in lieu thereof “subparagraphs (B), (C),
and (D)”’; and

(2)hby adding at the end thereof the following new subpara-
graph:

‘(D) A person may be an eligible individual or eligible spouse for
purposes of this title with respect to any month throughout which
he is a resident of a public emergency shelter for the homeless (as
defined in regulations which shall be prescribed by the Secretary);
except that no person shall be an eligible individual or eligible
spouse by reason of this subparagraph more than three months in
any 12-month period.”.

{b) The amendments made by subsection (a) shall be effective with
respect to months after the month in which this Act is enacted.

DISREGARDING OF EMERGENCY AND OTHER IN-KIND ASSISTANCE
PROVIDED BY NONPROFIT ORGANIZATIONS

Sec. 404. (a) Section 1612(b)X13) of the Social Security Act is
amended by striking out “any assistance received” and all that
follows down through “(B)” and inserting in lieu thereof the follow-
ing: “any support or maintenance assistance furnished to or on
behalf of such individual (and spouse if any) which (as determined
under regulations of the Secretary by such State agency as the chief
executive officer of the State may designate) is based on need for
such support or maintenance, including assistance received to assist
in meeting the costs of home energy (including both heating and

. cooling), and which”'.

(b) Section 402(a)(36) of such Act is amended by striking out “shall
not include as income’’ and all that follows down through “(B)” and
inserting in lieu thereof the following: “shall not include as income
any support or maintenance assistance furnished to or on behalf of
the family which (as determined under regulations of the Secretary
by such State agency as the chief executive officer of the State may
designate) is based on need for such support and maintenance,
including assistance received to assist in meeting the costs of home
energy (including both heating and cooling), and which”.

(¢c) The amendments made by this section shall be effective with
respect to months which begin after the month in which this Act is
enacted and end before October 1, 1984.

NOTIFICATION REGARDING SSi

SEc. 405. Prior to July 1, 1984, the Secretary of Health and
Human Services shall notify all elderly recipients of benefits under
title II of the Social Security Act who may be eligible for supplemen-
tal security income benefits under title XVI of such Act of the
availability of the supplemental security income program, and shall
encourage such recipients to contact the Social Security district
office. Such notification shall also be made to all recipients prior to
attainment of age 65, with the notification made with respect to
eligibility for supplementary medical insurance.
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TITLE V-UNEMPLOYMENT COMPENSATION PROVISIONS
PART A—FEDERAL SUPPLEMENTAL COMPENSATION

EXTENSION OF PROGRAM

Sec. 501. (a) Paragraph (2) of section 602(f) of the Federal Supple-
mental Compensation Act of 1982 is amended by striking out
“gfégrch 31, 1983” and inserting in lieu thereof “September 30,
1 ”.

(b) Section 605(2) of such Act is amended by striking out “April 1,
1983” and inserting in lieu thereof “QOctober 1, 1983".

NUMBER OF WEEKS FOR WHICH COMPENSATION PAYABLE

Sec. 502. (a) Subsection (e) of section 602 of the Federal Supple-
mental Compensation Act of 1982 is amended by redesignating
paragraph (3) as paragraph (4) and by striking out paragraph (2) and
inserting in lieu thereof the following new paragraphs:

“(2)A) In the case of any account from which Federal supplemen-
tal compensation was first payable to an individual for a week
beginning after March 31, 1983, the amount established in such
account shall be equal to the lesser of—

“(i) 55 per centum of the total amount of regular compensa-
tion (including dependents’ allowances) payable to the individ-
ual with respect to the benefit year (as determined under the
State law) on the basis of which he most recently received
regular compensation, or

“(ii) the applicable limit determined under the following table
times his average weekly benefit amount for his benefit year:

“In the case of The applicable
weeks duringa:
6-percent period...
S-percent period...
4-percent period
Low-unemployment period

“(B) In the case of any State whose applicable limit, as determined
under clause (ii) of subparagraph (A) for the first week beginning
after March 27, 1983, and after the date of the enactment of part A
of title V of the Social Security Amendments of 1983, would be more
than 4 weeks lower than the number of weeks applicable to such
State under this paragraph as in effect for the week beginning
March 27, 1983, the applicable limit for such State for that week and
any succeeding week shall not be lower than 4 less than the number
so applicable to such State for the week beginning March 27, 1983.

“(C) In the case of any account from which Federal supplemental
compensation was payable to an individual for a week beginning
before April 1, 1983, the amount established in such account shall be
etfqual to the lesser of the subparagraph (A) entitlement or the sum
0 —

“(i) the subparagraph (A) entitlement reduced (but not below
zero) by the aggregate amount of Fedcral supplemental compen-
sation paid to such individual for weeks beginning before April
1, 1983, plus

“(i1) such individual’s additional entitlement.

“(D) For purposes of subparagraph (C) and this subparagraph—

11-139 0 - 83 - 6 (21)
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“1) The term ‘subparagraph (A) entitlement’ means the
amount which would have been established in the account if
subparagraph (A) had applied to such account.

“(ii) The term ‘additional entitlement’ means the lesser of—

“(I) three-fourths of the subparagraph (A) entitlement, or

“(I) the applicable limit determined under the following
table times the individual’s average weekly benefit amount
for his benefit year:

“In the case of » The applicable

weeks during a: limit is:
6-percent period.. .10
5-PEICENt PEYIOA .....uevmevusrerrrerenrennrssserennssressesscnnsiaccesricrtaseassassesssaseesessessearssenns 8
4-percent period............. 8
Low-employment perio 6

‘“(E) Except as provided in subparagraph (C)(i), for purposes of
determining the amount of Federal supplemental compensation
payable for weeks beginning after March 31, 1983, from an account
described in subparagraph (C), no reduction in such account shall be
made by reason of any Federal supplemental compensation paid to
the individual for weeks beginning before April 1, 1983.

“(8)A) For purposes of this subsection, the terms ‘G-percent
period’, ‘b-percent period’, ‘4 percent period’, and ‘low-unemploy-
ment period’ mean, with respect to any State, the period which—

“(i) begins with the 3d week after the 1st week in which the
rate of insured unemployment in the State for the period
consisting of such week and the immediately preceding 12
weeks falls in the applicable range, and

“(ii) ends with the 3d week after the 1st week in which the
rate of insured unemployment for the period consisting of such
week and the immediately preceding 12 weeks does not fall
within the applicable range.

‘ l‘l‘(B) For purposes of subparagraph (A), the applicable range is as
ollows:

“In the case of a: The applicable range is:
6-percent period A rate equal to or exceeding 6 percent.
5-percent period A rate equal to or exceeding 5 percent
but less than 6 percent.

4-percent period ........... v A rate equal to or exceeding 4 percent
but less than 5 percent.
Low-employment period .........cc.oo........ A rate less than 4 percent.

“(C) No 6-percent period, 5-percent period, or 4-percent period, as the
case may be, shall last for a period of less than 4 weeks unless the State
enters a period with a higher percentage designation.

“(D) For purposes of this subsection—

“(i) The rate of insured unemployment for any period shall be
determined in the same manner as determined for purposes of
section 203 of the Federal-State Extended Unemployment Com-
pensation Act of 1970.

“(ii) The amount of an individual’s average weekly benefit
amount shall be determined in the same manner as determined

for ;S)urposes of section 202(b)(1)(C) of such Act.”

()(1) Section 602(N(2) of such Act is amended by inserting before
the period at the end thereof the following: “; except that in the case
of any individual who received such compensation for the week
preceding the 1ast week beginning after such date, such compensa-
tion shall be payable to such individual for weeks beginning after
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such date, but the total amount of such compensation payable for
such weeks shall be limited to 50 percent of the total amount which
would otherwise be payable for such weeks”.

(2) Section 605(2) of such Act is amended by inserting before the
semicolon the following: “(except as otherwise provided in section
602(f)(2))”.

(c) Paragraph (3) of section 602(d) of the Federal Supplemental
Compensation Act of 1982 is amended to read as follows:

“(3) the maximum amount of Federal supplemental compen-
sation payable to any individual for whom an account is estab-
lished under subsection (e) shall not exceed the lesser of (A) the
amount established in such account for such individual, or (B) in
the case of an individual filing a claim under the interstate
benefit payment plan for Federal supplemental compensation,
the amount which would have been established in such account
if the amount established in such account were determined by
reference to the applicable limit under subparagraph (A)ii) or
(D)i1) of subsection (eX2) applicable in the State in which the
individual is filing such interstate claim under the interstate
benefit payment plan for the week in which he is filing such
claim.”

EFFECTIVE DATE

Sec. 503. (a) The amendments made by this part shall apply to

weeks beginning after March 31, 1983.
(b) In the case of any eligible individual—
(1) to whom any Federal supplemental compensation was
payable for any week beginning before April 1, 1983, and
(2) who exhausted his rights to such compensation (by reason
of the payment of all the amount in his Federal supplemental
compensation account) before the first week beginning after
March 31, 1983,
such individual’s eligibility for additional weeks of compensation by
reason of the amendments made by this part shall not be limited or
terminated by reason of any event, or failure to meet any require-
ment of law relating to eligibility for unemployment compensation,
occurring after the date of such exhaustion of rights and before
April 1, 1983 (and the period after such exhaustion and before
April 1, 1983, shall not be counted for purposes of determining the
expiration of the two years following the end of his benefit year for
purposes of section 602(b) of the Federal Supplemental Compensa-
tion Act of 1982).

(c) The Secretary of Labor shall, at the earliest practicable date
after the date of the enactment of this Act, propose to each State
with which he has in effect an agreement under section 602 of the
Federal Supplemental Compensation Act of 1982 a modification of
such agreement designed to provide for the payment of Federal
supplemental compensation under such Act in accordance with the
amendments made by this part. Notwithstanding any other provi-
sion of law, if any State fails or refuses, within the 3-week period
beginning on the date the Secretary of Labor proposed such a
modification to such State, to enter into such a modification of such
agreement, the Secretary of Labor shall terminate such agreement
effective with the end of the last week which ends on or before such
3-week period.
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TRAINING

Sec. 504. Section 602 of the Federal Supplemental Compensation
Act of 1982 is amended by adding at the end thereof the following
new subsection:

“(g) The payment of Federal supplemental compensation shall not
be denied to any recipient (who submits documentation prescribed
by the Secretary) for any week because the recipient is in training or
attending an accredited educational institution on a substantially
full-time basis, or because of the application of State law to any such
recipient relating to the availability for work, the active search for
work, or the refusal to accept work on account of such training or
attendance, unless the State agency determines that such training
or attendance will not improve the opportunities for employment of
the recipient.”.

COORDINATION WITH TRADE READJUSTMENT PROGRAM

Skec. 505. Subsection (e) of section 602 of the Federal Supplemental
Compensation Act of 1982 is amended by adding at the end thereof
the following new paragraph:

“(5)A) Except as provided in subparagraph (B), the maximum
amount of Federal supplemental compensation payable to an indi-
vidual shall not be reduced by reason of any trade readjustment
a}l?&ince to which the individual was entitled under the Trade Act
0 .

“(B) If an individual received any trade readjustment allowance
under the Trade Act of 1974 in respect of any benefit year, the
maximum amount of Federal supplemental compensation payable
under this subtitle in respect of such benefit year shall be reduced
(but not below zero) so that (to the extent possible by making such a
reduction) the aggregate amount of—

“(i) regular compensation,

“(i1) extended compensation,

“(iii) trade readjustment allowances, and

“(iv) Federal supplemental compensation,
payable in respect of such benefit year does not exceed the aggregate
amount which would have been so payable had the individual not
been entitled to any trade readjustment allowance.”

ParT B—PRroVISIONS RELATING TO INTEREST AND CREDIT
RebucTIONS

DEFERRAL OF INTEREST

Sec. 511. (a) Section 1202(b) of the Social Security Act is amended
by adding at the end thereof the following new paragraphs:

“(8)(A) With respect to interest due under this section on Septem-
ber 30 of 1983, 1984, or 1985 (other than interest previously deferred
under paragraph (3XC)), a State may pay 80 percent of such interest
in four annual installments of at least 20 percent beginning with the
year after the year in which it is otherwise due, if such State meets
the criteria of subparagraph (B). No interest shall accrue on such
deferred interest. ‘

“(B) To meet the criteria of this subparagraph a State must—

“(i) have taken no action since October 1, 1982, which would
reduce its net unemployment tax effort or the net solvency of its



PUBLIC LAW 98-21—APR. 20, 1983

unemployment system (as determined for purposes of section
3302(f) of the Internal Revenue Code of 1954); and
“(iiXI) have taken an action (as certified by the Secretary of
Labor) after March 31, 1982, which would have increased reve-
nue liabilities and decreased benefits under the State’s unem-
ployment compensation system (hereinafter referred to as a
‘solvency effort’) by a combined total of the applicable percent-
age (as compared to such revenues and benefits as would have
been in effect without such State action) for the calendar year
for which the deferral is requested; or
“(Il) have had, for taxable year 1982, an average unemploy-
ment tax rate which was equal to or greater than 2.0 percent of
the total of the wages (as determined without any limitation on
amount) attributable to such State subject to contribution under
the State unemployment compensation law with respect to such
taxable year.
In the case of the first year for which there is a deferral (over a 4-
year period) of the interest otherwise payable for such year, the
applicable percentage shall be 25 percent. In the case of the second
such year, the applicable percentage shall be 35 percent. In the case
of the third such year, the applicable percentage shall be 50 percent.
“(CXi) The base year is the first year for which deferral under this

provision is requested and subsequently granted. The Secretary of -

Labor shall estimate the unemployment rate for the base year. To
determine whether a State meets the requirements of subparagraph
(BXiiXI), the Secretary of Labor shall determine the percentage by
which the benefits and taxes in the base year with the application of
the action referred to in subparagraph (BXiiXI) are lower or greater,
as the case may be, than such benefits:and taxes would have been
without the application of such action. In making this determina-
tion, the Secretary shall deem the application of the action referred
to in subparagraph (B)aiXI) to have been effective for the base year
to the same extent as such action is effective for the year following
the year for which the deferral is sought. Once a deferral is ap-
proved under clause (iiXI) of subparagraph (B) a State must continue
to maintain its solvency effort. Failure to do so shall result in the
St?te being required to make immediate payment of all deferred
interest.

“(ii) Increases in the taxable wage base from $6,000 to $7,000 or
increases after 1984 in the maximum tax rate to 5.4 percent shall
not b}:a((}:f)unted for purposes of meeting the requirement of subpara-
grap :

“(D) In the case of a State which produces a solvency effort of 50
percent, 80 percent, and 90 percent rather than the 25 percent, 35
percent, and 50 percent required under subparagraph (B), the inter-
est shall be computed at an interest rate which is 1 percentage point
less than the otherwise applicable interest rate.

“(9) Any interest otherwise due from a State on September 30 of a
calendar year after 1982 may be deferred (and no interest shall
accrue on such deferred interest) for a grace period of not to exceed
9 months if, for the most recent 12-month period for which data are
available before the date such interest is otherwise due, the State
had an average total unemployment rate of 13.5 percent or greater.”

(b) Section 1202(bX7) of such Act is amended by striking out “, and
before January 1, 1988”.
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(c) Section 1202(b)(3)(C)(i) of the Social Security Act is amended by
striking the matter that follows clause (II) and inserting “No inter-
est shall accrue on such deferred interest.”

CAP ON CREDIT REDUCTION

Sec. 512. (a)(1) Section 3302(f) of the Internal Revenue Code of
1954 is amended by adding at the end thereof the following new
paragraph:

“(8) PARTIAL LIMITATION.—

“(A) In the case of a State which would meet the require-
ments of this subsection for a taxable year prior to 1987 but
for its failure to meet one of the requirements contained in
subparagraph (C) or (D) of paragraph (2), the reduction
under subsection (c)2) in credits otherwise applicable to
taxpayers in such State for such taxable year and each
subsequent year (in a period of consecutive years for each of
which a credit reduction is in effect for taxpayers in such
State) shall be reduced by 0.1 percentage point.

“(B) In the case of a State which does not meet the
requirements of paragraph (2) but meets the requirements
of subparagraphs (A) and (B) of paragraph (2) and which
also meets the requirements of section 1202(b)8)(B) of the
Social Security Act with respect to such taxable year, the
reduction under subsection (c)(2) in credits otherwise appli-
cable to taxpayers in such State for such taxable year and
each subsequent year (in a period of consecutive years for
each of which a credit reduction is in effect for taxpayers in
such State) shall be further reduced by an additional 0.1
percentage point.

“(C) In no case shall the application of subparagraphs (A)
and (B) reduce the credit reduction otherwise applicable
under subsection (c)(2) below the limitation under para-
graph (1).”

(2) The amendment made by paragraph (1) shall apply with
respect to taxable year 1983 and taxable years thereafter.

(b) Section 3302(f)(1) of such Code is amended by striking out
“beginning before January 1, 1988,

AVERAGE EMPLOYER CONTRIBUTION RATE

Sec. 513. (a) Section 3302(d)(4)(B) of the Internal Revenue Code of
1954 is amended to read as follows:

“B)i) for purposes of subparagraph (B) of subsection
(c)2), the total of the wages (as determined without any
limitation on amount) attributable to such State subject to
contributions under this chapter with respect to such calen-
dar year, and

“(ii) for purposes of subparagraph (C) of subsection (cX2),
the total of the remuneration subject to contributions under
the State unemployment compensation law with respect to
such calendar year.”

(b) Section 3302(c)(2)(B)(i) of such Code is amended by striking out
“2.7" and inserting in lieu thereof “2.7 multiplied by a fraction, the
numerator of which is the wage base under this chapter and the
denominator of which is the estimated United States average
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annual wage in covered employment for the calendar year in which
the determination is to be made”. -

(c) Section 3302(c)(2)(B) of such Code is amended by inserting after
“(if any)” the following: *‘, multiplied by a fraction, the numerator of
which is the State’s average annual wage in covered employment for
the calendar year in which the determination is made and the
determination of which is the wage base under this chapter,”.

(d) The amendments made by this section shall be effective for
taxable year 1983 and taxable years thereafter.

DATE FOR PAYMENT OF INTEREST

Sec. 514. Section 1202(b)X3)A) of the Social Security Act is
amended by striking out “not later than” and inserting in lieu
thereof “prior to”.

PENALTY FOR FAILURE TO PAY INTEREST

Skec. 515. (a) Section 303(c) of the Social Security Act is amended
by striking out “or” at the end of paragraph (1), striking out the
period at the end of paragraph (2) and inserting “; or”, and adding at
the end thereof the following new paragraph:

“(3) that any interest rquéred to be paid on advances under
title XII of this Act has not
interest is required to be paid or has been paid directly or
indirectly (by an equivalent reduction in State unemployment
taxes or otherwise) by such State from amounts in such State’s
unemployment fund, until such interest is properly paid.”.

(b) Section 3304(a) of the Internal Revenue Code of 1954 (relating
to certification of State unemployment compensation laws) is
amended by redesignating paragraph (17) as paragraph (18) and by
inserting after paragraph (16) the following new paragraph:

“(17) any interest required to be paid on advances under title
XII of the Social Securi?/ Act shall be paid in a timely manner
and shall not be paid, directly or indirectly (by an equivalent
reduction in State unemployment taxes or otherwise) by such
State from amounts in such State’s unemployment fund; and”’.

ParT C—MISCELLANEOUS PROVISIONS

TREATMENT OF EMPLOYEES PROVIDING SERVICES TO EDUCATIONAL
INSTITUTIONS

Sec. 521. (a)(1) Section 3304(a)(6)(A) of the Internal Revenue Code
olf 1954 is amended by adding at the end thereof the following new
clause:

“(v) with respect to services to which section 3309(a)x1)
applies, if such services are provided to or on behalf of an
educational institution, compensation may be denied under the
same circumstances as described in clauses (i) through (iv),

and”.
(2) Clauses (iiX1), (iii), and (iv) of such section are each amended by
gtn};l(rixg out “may be denied” and inserting in lieu thereof “shall be
enied”.
(bX1) Except as provided in paragraph (2), the amendments made
by this section shall apply in the case of compensation paid for
weeks beginning on or after April 1, 1984.

en paid by the date on which such -
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(2) In the case of a State with respect to which the Secretary of
Labor has determined that State legislation is required in order to
comply with the amendment made by this section, the amendment
made by this section shall apply in the case of compensation paid for
weeks which begin on or after April 1, 1984, and after the end of the
first session of the State legislature which begins after the date of
the enactment of this Act, or which began prior to the date of the
enactment of this Act and remained in session for at least twenty-
five calendar days after such date of enactment. For purposes of the
preceding sentence, the term ‘‘session” means a regular, special,
budget, or other session of a State legislature.

EXTENDED BENEFITS FOR INDIVDUALS WHO ARE HOSPITALIZED OR ON
JURY DUTY

SEc. 522. (a) Clause (ii) of paragraph (3)(A) of section 202(a) of the
Federal-State Extended Unemployment Compensation Act of 1970 is
amended to read as follows:

‘(ii) during which he fails to actively engage in seeking work,
unless such individual is not actively engaged in seeking work
because such individual is, as determined in accordance with
State law—

“(I) before any court of the United States or any State
pursuant to a lawfully issued summons to appear for jury
duty (as such term may be defined by the Secretary of
Labor), or

‘“II) hospitalized for treatment of an emergency or a life-
threatening condition (as such term may be defined by such
Secretary),

if such exemptions in clauses (I) and (II) apply to recipients of
regular benefits, and the State chooses to apply such exemp-
tions for recipients of extended benefits.”.

(b) The amendment made by this section shall become effective on
the date of the enactment of this Act.

VOLUNTARY HEALTH INSURANCE PROGRAMS PERMITTED

Sec. 523. (a) AMENDMENT OF INTERNAL REVENUE CobDE OF 1954.—
Paragraph (4) of section 3304(a) of the Internal Revenue Code of 1954
(relating to requirements for approval of State unemployment com-
pensation laws) is amended by striking out “and” at the end of
subparagraph (A), by adding “and” at the end of subparagraph
(B), and by adding after subparagraph (B) the following new
subparagraph:

“(C) nothing in this paragraph shall be construed to
prohibit deducting an amount from unemployment compen-
sation otherwise payable to an individual and using the
amount so deducted to pay for health insurance if the
individual elected to have such deduction made and such
deduction was made under a program approved by the
Secretary of Labor;”.

(b) AMENDMENT OF SociAL SECURITY Act.—Paragraph (5) of
section 303(a) of the Social Security Act is amended by striking out
“; and” at the end thereof and inserting in lieu thereof ‘“ Provided
further, That nothing in this paragraph shall be construed to prohib-
it deducting an amount from unemployment compensation other-
wise payable to an individual and using the amount so deducted to
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pay for health insurance if the individual elected to have such
deduction made and such deduction was made under a program
approved by the Secretary of Labor; and”.

(c) EFFecTive DATE.—The amendments made by this section shall
take effect on the date of the enactment of this Act.

TREATMENT OF CERTAIN ORGANIZATIONS RETROACTIVELY DETERMINED
TO BE DESCRIBED IN SECTION 501(C) (3) OF THE INTERNAL REVENUE
CODE OF 1954

Skc. 524. If—

(1) an organization did not make an election to make pay-
ments (in lieu of contributions) as provided in section 3309(a)(2)
of the Internal Revenue Code of 1954 before April 1, 1972,
because such organization, as of such date, was treated as an
organization described in section 501(c)4) of such Code,

(2) the Internal Revenue Service subsequently determined
that such organization was described in section 501(c)X3) of such
Code, and

f(3) such organization made such an election before the earlier
0  c—

(A) the date 18 months after such election was first

available to it under the State law, or
(B) January 1, 1984,
then section 3303(f) of such Code shall be applied with respect to
such organization as if it did not contain the requirement that the
election be made before April 1, 1972, and by substituting “Jan-
uary 1, 1982” for “January 1, 1969”.

TITLE VI—-PROSPECTIVE PAYMENTS FOR MEDICARE
INPATIENT HOSPITAL SERVICES

MEDICARE PAYMENTS FOR INPATIENT HOSPITAL SERVICES ON THE BASIS
OF PROSPECTIVE RATES

Sec. 601. (aX1) Subsection (a)1) of section 1886 of the Social
Security Act is amended by adding at the end the following new
subparagraph:

‘(D) Subparagraph (A) shall not apply to cost reporting periods
befinmng on or after October 1, 1983.”.

2) Subsection (a)(4) of such section is amended by adding at the
end the following new sentence: “Such term does not include costs of
approved educational activities, or, with respect to costs incurred in
cost reporting periods beginning prior to October 1, 1986, capital-
related costs, as defined by the Secretary.”.

(3) It is the intent of Congress that, in considering the implemen-
tation of a system for including capital-related costs under a pro-
spectively determined payment rate for inpatient hospital services,
costs related to capital projects for which expenditures are obligated
on or after the effective date of the implementation of such a
system, may or may not be distinguished and treated differently
from costs of projects for which expenditures were obligated before
such date.

(b) Section 1886(b) of such Act is amended—

(1) by striking out ‘“Notwithstanding sections 1814(b), but
subject to the provisions of sections” in paragraph (1) and
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inserting in lieu thereof “Notwithstanding section 1814(b) but
subject to the provisions of section”’;

(2) by inserting “(other than a subsection (d) hospital, as
defined in subsection (d)X1)(B))” in the matter before subpara-
graph (A) of paragraph (1) after “of a hospital”’;

(3) by inserting, in the matter in paragraph (1) following
subparagraph (B), “(other than on the basis of a DRG prospec-
tive payment rate determined under subsection (d))” after “pay-
able under this title'’;

(4) by repealing paragraph (2);

(5) by inserting “and subsection (d) and except as provided in
subsection (e)” in paragraph (3)(B) after “subparagraph (A)”;

(6) by inserting “or fiscal year” after “cost reporting period”’
each place it appears in paragraph (3)(B);

(7) by inserting ‘“‘before the beginning of the period or year” in
paragraph (3)(B) after “estimated by the Secretary”;

(8) by striking out “‘exceeds” in paragraph (3)(B) and inserting
in lieu thereof “will exceed”’; and

(9) by repealing paragraph (6), effective with respect to cost
reporting periods beginning on or after October 1, 1982, and by
inserting after paragraph (5), effective with respect to cost
reporting periods beginning on or after October 1, 1983, the
following new paragraph (6): :

“(6) In the case of any hospital which becomes subject to the taxes
under section 3111 of the Internal Revenue Code of 1954, with
respect to any or all of its employees, for part or all of a cost
reporting period, and was not subject to such taxes with respect to
any or all of its employees for all or part of the 12-month base cost
reporting period referred to in subsection (b)(3)(A)(i), the Secretary
shall provide for an adjustment by increasing the base period
amount described in such subsection for such hospital by an amount
equal to the amount of such taxes which would have been paid or

“accrued by such hospital for such base period if such hospital had

42 USC 1395mm.

42 USC 1395cc.

42 USC 1395y.

been subject to such taxes for all of such base period with respect to
all its employees, minus the amount of any such taxes actually paid
or accrued for such base period.”.
(c)(1) Subsection (c)(1) of such section is amended—
(A) by striking out “and” at the end of subparagraph (B),
(B) by striking out the period at the end of subparagraph (C)
and inserting in lieu thereof a semicolon, and
(C) by adding at the end the following:
‘(D) the Secretary determines that the system will not pre-
clude an eligible organization (as defined in section 1876(b))
from negotiating directly with hospitals with respect to the
orgdanization’s rate of payment for inpatient hospital services;
an
“(E) the Secretary determines that the system requires hosi)]i-
tals to meet the requirement of section 1866(a)(1XG) and the
system provides for the exclusion of certain costs in accordance
with section 1862(a)(14) (except for such waivers thereof as the
Secretary provides by regulation).
The Secretary cannot deny the apglication of a State under this
subsection on the ground that the State’s hospital reimbursement
control system is based on a payment methodology other than on
the basis of a diagnosis-related group or on the ground that the
amount of payments made under this title under such system must
be less than the amount of payments which would otherwise have
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been made under this title not using such system. If the Secretary
determines that the conditions described in subparagraph (C) are
based on maintaining payment amounts at no more than a specified
percentage increase above the payment amounts in a base period,
the State has the option of applying such test (for inpatient hospital
services under part A) on an aggregate payment basis or on the
basis of the amount of payment per inpatient discharge or admis-
sion. If the Secretary determines that the conditions described in
subparagraph (C) are based on maintaining aggregate payment
amounts below a national average percentage increase in total
payments under part A for inpatient hospital services, the Secretary
cannot deny the application of a State under this subsection on the
ground that the State’s rate of increase in such payments for such
services must be less than such national average rate of increase.”
(2) Subsection (c)X3) of such section is amended—

(A) by striking out “requirement of paragraph (1XA)” and
inserting in lieu thereof “requirements of subparagraphs (A),
(D), and (E) of paragraph (1) and, if applicable, the requirements
of %aragraph (5),”, and

(B) by inserting “(or, if applicable, in paragraph (5))’ in
subparagraph (B) after “paragraph (1)”.

(3) Subsection (c) of such section is further amended by adding at
the end the following new paragraphs:

“(4) The Secretary shall approve the request of a State under

paragraph (1) with respect to a hospital reimbursement control
system if— ,
“(A) the requirements of subparagraphs (A), (B), (C), and (D) of
paragraph (1) have been met with respect to the system, and
“(B) with respect to that system a waiver of certain require-
ments of title XVIII of the Social Security Act has been
approved on or before (and which is in effect as of) the date of
the enactment of the Social Security Amendments of 1983,
pursuant to section 402(a) of the Social Security Amendments of
%g% or section 222(a) of the Social Security Amendments of
With respect to a State system described in this paragraph, the
Secretary shall judge the effectiveness of such system on the basis of
its rate of increase or inflation in inpatient hospital payments for
individuals under this title, as compared to the national rate of
increase or inflation for such payments, with the State retaining the
option to have the test applied on the basis of the aggregate pay-
ment or payments per inpatient admission or discharge during the
three cost reporting periods beginning on or after October 1, 1983,
after which such test, at the option of the Secretary, shall no longer
apply, and such State systems shall be treated in the same manner
as under other waivers.
“(5) The Secretary shall approve the request of a State under
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paragraph (1) with respect to a hospital reimbursement control

system if—
“(A) the requirements of subparagraphs (A), (B), (C), (D), and
(E) of paragraph (1) have been met with respect to the system;
“(B) the Secretary determines that the system—
‘i) is operated directly by the State or by an entity
designated pursuant to State law,
“(i1) provides for payment of hospitals covered under the
system under a methodology (which sets forth exceptions
and adjustments, as well as any method for changes in the
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methodology) by which rates or amounts to be paid for
hospital services during a specified period are established
under the system prior to the defined rate period, and

“(iii) hospitals covered under the system will make such
reports (in lieu of cost and other reports, identified by the
Secretary, otherwise required under this title) as the Secre-
tary may require in order to properly monitor assurances
provided under this subsection;

“(C) the State has provided the Secretary with satisfactory
assurances that operation of the system will not result in any
change in hospital admission practices which result in—

‘(i) a significant reduction in the proportion of patients
(receiving hospital services covered under the system) who
have no third-party coverage and who are unable to pay for
hospital services,

‘(ii) a significant reduction in the proportion of individ-
uals admitted to hospitals for inpatient hospital services for
which payment is (or is likely to be) less than the antici-
pated charges for or costs of such services,

‘(iii) the refusal to admit patients who would be expected
to require unusually costly or prolonged treatment for rea-
sons other than those related to the appropriateness of the
care available at the hospital, or :

‘“(iv) the refusal to provide emergency services to any
person who is in need of emergency services if the hospital
provides such services;

‘(D) any change by the State in the system which has the
effect of materially reducing payments to hospitals can only
take effect upon 60 days notice to the Secretary and to the
hospitals the payment to which is likely to be materially
affected by the change; and

‘“(E) the State has provided the Secretary with satisfactory
assurances that in the development of the system the State has
consulted with local governmental officials concerning the
impact of the system on public hospitals.

The Secretary shall respond to requests of States under this para-
graph within 60 days of the date the request is submitted to the
Secretary.

“(6) If the Secretary determines that the assurances described in
paragraph (1)(C) have not been met with respect to any 36-month
period, the Secretary may reduce payments under this title to
hospitals under the system in an amount equal to the amount by
which the payment under this title under such system for such

riod exceeded the amount of payments which would otherwise

ave been made under this title not using such system.”.

(d) Subsection (d) of such section, as added by section 110 of the
Tax Equity and Fiscal Responsibility Act of 1982, is amended—

(1) by striking out “section 1814(b)” in paragraph (2XA) and
inserting in lieu thereof “subsection (b)”’, and

(2) by redesignating the subsection as subsection (j) and trans-
ferring and inserting such subsection at the end of section 1814
of the Social Security Act under the following heading:

“Elimination of Lesser-of-Cost-or-Charges Provision”.

(e) Such section 1886 is further amended by adding at the end the
following new subsections:
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“(dX1XA) Notwithstanding section 1814(b) but subject to the provi-
sions of section 1813, the amount of the payment with respect to the
operating costs of inpatient hospital services (as defined in subsec-
tion (aX4)) of a subsection (d) hospital (as defined in subparagraph
(B)) for inpatient hospital discharges in a cost reporting period or in
a fiscal year—

“(i) beginning on or after Qctober 1, 1983, and before October
1, 1984, is equal to the sum of —

“(I) the target percentage (as defined in subparagraph (C))
of the hospital’s target amount for the cost reporting period
(as defined in subsection (bX3XA), but determined without
the application of subsection (a)), and

“(II) the DRG percentage (as defined in subparagraph (C))
of the regional adjusted DRG prospective payment rate
determined under paragraph (2) for such discharges;

“(ii) beginning on or after October 1, 1984, and before October
1, 1986, is equal to the sum of—

“(I) the target percentage (as defined in subparagraph (C))
of the hospital’s target amount for the cost reporting period
(as defined in subsection (b)X3)A), but determined without
the application of subsection (a)), and

“(I1) the DRG percentage (as defined in subparagraph (C))
of the applicable combined adjusted DRG prospective pay-
ment rate determined under subparagraph (D) for such
discharges; or

“(iii) beginning on or after October 1, 1986, is equal to the
national adjusted DRG prospective payment rate determined
under paragraph (3) for such discharges.

“(B) As used in this section, the term ‘subsection (d) hospital’
means a hospital located in one of the fifty States or the District of
Columbia other than—

“(i) a psychiatric hospital (as defined in section 1861(f)),

‘(1) a rehabilitation hospital (as defined by the Secretary),

‘iii) a hospital whose inpatients are predominantly individ-
uals under 18 years of age, or

“(iv) a hospital which has an average inpatient length of stay
(as determined by the Secretary) of greater than 25 days;

and, in accordance with regulations of the Secretary, does not
include a psychiatric or rehabilitation unit of the hospital which is a
distinct part of the hospital (as defined by the Secretary).

“(C) For purposes of this subsection, for cost reporting periods
beginning, or discharges occurring—

‘(1) on or after October 1, 1983, and before October 1, 1984, the
‘target percentage’ is 75 percent and the ‘DRG percentage’ is 25
percent;

“(ii) on or after October 1, 1984, and before October 1, 1985,
the ‘target percentage’ is 50 percent and the ‘DRG percentage’
is 50 percent; and

“(iii) on or after October 1, 1985, and before October 1, 1986,
the ‘target percentage’ is 25 percent and the ‘DRG percentage’
is 75 percent.

“(D) For purposes of subparagraph (AXiiXII), the ‘applicable com-
bined adjusted DRG prospective payment rate’ for cost reporting
periods beginning, or discharges occurring—

“(1) on or after October 1, 1984, and before October 1, 1985, is a
combined rate consisting of 25 percent of the national adjusted
DRG prospective payment rate, and 75 percent of the regional
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adjusted DRG prospective payment rate, determined under
paragraph (3) for such discharges; and

“(i1) on or after October 1, 1985, and before October 1, 1986, is
a combined rate consisting of 50 percent of the national adjusted
DRG prospective payment rate, and 50 percent of the regional
adjusted DRG prospective payment rate, determined under
paragraph (3) for such discharges.

“(2) The Secretary shall determine a national adjusted DRG pros-
pective payment rate, for each inpatient hospital discharge in fiscal
year 1984 involving inpatient hospital services of a subsection (d)
hospital in the United States, and shall determine a regional
adjusted DRG prospective payment rate for such discharges in each
region, for which payment may be made under part A of this title.
Each such rate shall be determined for hospitals located in urban or
rural areas within the United States or within each such region,
respectively, as follows:

“(A) DETERMINING ALLOWABLE INDIVIDUAL HOSPITAL COSTS FOR
BASE PERIOD.—The Secretary shall determine the allowable
operating costs per discharge of inpatient hospital services for
the hospital for the most recent cost reporting period for which
data are available.

“(B) UPDATING FOR FISCAL YEAR 1984.—The Secretary shall
update each amount determined under subparagraph (A) for
fiscal year 1984 by—

‘(i) updating for fiscal year 1983 by the estimated average
rate of change of hospital costs industry-wide between the
cost reporting period used under such subparagraph and
fiscal year 1983 and the most recent case-mix data availa-
ble, and

“(ii) projecting for fiscal year 1984 by the applicable
percentage increase (as defined in subsection (b)3)B)) for
fiscal year 1984.

“(C) STANDARDIZING AMOUNTS.—The Secretary shall standard-
izei lt)he amount updated under subparagraph (B) for each hospi-
tal by—

“(i) excluding an estimate of indirect medical education
costs,

“(ii) adjusting for variations among hospitals by area in
the average hospital wage level, and

*(iii) adjusting for variations in case mix among hospitals.

‘(D) COMPUTING URBAN AND RURAL AVERAGES.—The Secretary
shall compute an average of the standardized amounts deter-
mined under subparagraph (C) for the United States and for
each region—

“(i) for all subsection (d) hospitals located in an urban
ar%a within the United States or that region, respectively,
an

“(ii) for all subsection (d) hospitals located in a rural area
within the United States or that region, respectively.

For purposes of this subsection, the term ‘region’ means one of
the nine census divisions, comprising the fifty States and the
District of Columbia, established by the Bureau of the Census
for statistical and reporting purposes; the term ‘urban area’
means an area within a Standard Metropolitan Statistical Area
(as defined by the Office of Management and Budget) or within
such similar area as the Secretary has recognized under subsec-
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tion (a) by regulation; and the term ‘rural area’ means any area
outside such an area or similar area.

‘“E) REDUCING FOR VALUE OF OUTLIER PAYMENTS.—The Secre-
tary shall reduce each of the average standardized amounts
determined under subparagraph (D) by a proportion equal to
the proportion (estimated by the Secretary) of the amount of
payments under this subsection based on DRG prospective pay-
ment rates which are additional payments described in para-
graph (5)(A) (relating to outlier payments).

‘“(F) MAINTAINING BUDGET NEUTRALITY.—The Secretary shall
adjust each of such average standardized amounts as may be
required under subsection (e)(1)(B) for that fiscal year.

“(G) COMPUTING DRG-SPECIFIC RATES FOR URBAN AND RURAL
HOSPITALS IN THE UNITED STATES AND IN EACH REGION.—For each
discharge classified within a diagnosis-related group, the Secre-
tary shall establish a national DRG prospective payment rate
and shall establish a regional DRG prospective payment rate for
each region, each of which is equal—

‘(i) for hospitals located in an urban area in the United
States or that region (respectively), to the product of—
“) the average standardized amount (computed
under subparagraph (D), reduced under subparagraph
(E), and adjusted under subparagraph (F)) for hospitals
located in an urban area in the United States or that
region, and
‘I1) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group; and
“(ii) for hospitals located in a rural area in the United
States or that region (respectively), to the product of—
‘“) the average standardized amount (computed
under subparagraph (D), reduced under subparagraph
(E), and adjusted under subparagraph (F)) for hospitals
located in a rural area in the United States or that
region, and
‘II) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group.

‘“(H) ADJUSTING FOR DIFFERENT AREA WAGE LEVELS.—The Sec-
retary shall adjust the proportion, (as estimated by the Secre-
tary froin time to time) of hospitals’ costs which are attributable
to wages and wage-related costs, of the national and regional
DRG prospective payment rates computed under subparagraph
(G) for area differences in hospital wage levels by a factor
(established by the Secretary) reflecting the relative hospital
wage level in the geographic area of the hospital compared to
the national average hospital wage level.

‘“(3) The Secretary shall determine a national adjusted DRG pros-
pective payment rate, for each inpatient hospital discharge in a
fiscal year after fiscal year 1984 involving inpatient hospital services

of a subsection (d) hospital in the United States, and shall determine

a regional adjusted DRG prospective payment rate for such dis-
charges in each region for which payment may be made under part
A of this title. Each such rate shall be determined for hospitals

located in urban or rural areas within the United States and within

each such region, respectively, as follows:

“(A) UPDATING PREVIOUS STANDARDIZED AMOUNTS.—The Secre-
tary shall compute an average standardized amount for hospi-
tals located in an urban area and for hospitals located in a rural
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area within the United States and for hospitals located in an
urban area and for hospitals located in a rural area within each
region, equal to the respective average standardized amount
computed for the previous fiscal year under paragraph (2)(D) or
under this subparagraph, increased for fiscal year 1985 by the
applicable percentage increase under subsection (b)(3XB), and
adjusted for subsequent fiscal years in accordance with the final
determination of the Secretary under subsection (e}4), and
adjusted to reflect the most recent case-mix data available.

“(B) REDUCING FOR VALUE OF OUTLIER PAYMENTs.—The Secre-
tary shall reduce each of the average standardized amounts
determined under subparagraph (A) by a proportion equal to
the proportion (estimated by the Secretary) of the amount of
payments under this subsection based on DRG prospective pay-
ment amounts which are additional payments described in
paragraph (5)XA) (relating to outlier payments).

“(C) MAINTAINING BUDGET NEUTRALITY.—The Secretary shall
adjust each of such average standardized amounts as may be
required under subsection (e)(1)(B) for that fiscal year.

“(D) COMPUTING DRG-SPECIFIC RATES FOR URBAN AND RURAL
HosPITALS.—For each discharge classified within a diagnosis-
related group, the Secretary shall establish for the fiscal year a
national DRG prospective payment rate and shall establish a
regional DRG prospective payment rate for each region, each of
which is equal—

“(i) for hospitals located in an urban area in the United
States or that region (respectively), to the product of—
“(I) the average standardized amount (computed
under subparagraph (A), reduced under subparagraph
(B), and adjusted under subparagraph (C), for the fiscal
year for hospitals located in an urban area in the
United States or that region, and
“(I the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group; and
“(i1) for hospitals located in a rural area in the United
States or that region (respectively), to the product of—
“(I) the average standardized amount (computed
under subparagraph (A), reduced under subparagraph
(B), and adjusted under subparagraph (C)) for the fiscal
year for hospitals located in a rural area in the United
States or that region, and
“(II) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group.

‘“(E) ADJUSTING FOR DIFFERENT AREA WAGE LEVELS.—The Sec-
retary shall adjust the proportion, (as estimated by the Secre-
tary from time to time) of hospitals’ costs which are attributable
to wages and wage-related costs, of the DRG prospective pay-
ment rates computed under subparagraph (D) for area differ-
ences in hospital wage levels by a factor (established by the
Secretary) reflecting the relative hospital wage level in the
geographic area of the hospital compared to the national aver-
age hospital wage level.

“(4XA) The Secretary shall establish a classification of inpatient
hospital discharges by diagnosis-related groups and a methodology
for classifying specific hospital discharges within these groups.

“(B) For each such diagnosis-related group the Secretary shall
assign an appropriate weighting factor which reflects the relative
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hospital resources used with respect to discharges classified within
that group compared to discharges classified within other groups.

*{C) The Secretary shall adjust the classifications and weighting
factors established under subparagraphs (A) and (B), for discharges
in fiscal year 1986 and at least every four fiscal years thereafter, to
reflect changes in treatment patterns, technology, and other factors
which may change the relative use of hospital resources.

“(D) The Commission (established under subsection (e)(2)) shall
consult with and make recommendations to the Secretary with
respect to the need for adjustments under subparagraph (C), based
upon its evaluation of scientific evidence with respect to new prac-
tices, including the use of new technologies and treatment modali-
ties. The Commission shall report to the Congress with respect to its
evaluit%%r)x of any adjustments made by the Secretary under subpar-
agrap :

“(5XA)(1) The Secretary shall provide for an additional payment
for a subsection (d) hospital for any discharge in a diagnosis-related
group, the length of stay of which exceeds the mean length of stay
for discharges within that group by a fixed number of days, or
exceeds such mean length of stay by some fixed number of standard
deviations, whichever is the fewer number of days.

“(ii) For cases which are not included in clause (i), a subsection (d)
hospital may request additional payments in any case where
charges, adjusted to cost, exceed a fixed multiple of the applicable
DRG prospective payment rate, or exceed such other fixed dollar
amount, whichever is greater.

“(iii) The amount of such additional payment under clauses (i) and
(ii) shall be determined by the Secretary and shall approximate the
marginal cost of care beyond the cutoff point applicable under
clause (i) or (ii).

“(iv) The total amount of the additional payments made under
this subparagraph for discharges in a fiscal }year may not be less
than 5 percent nor more than 6 percent of the total payments
projected or estimated to be made based on DRG prospective pay-
ment rates for discharges in that year.

“B) The Secretary shall provide for an additional payment
amount for subsection (d) hospitals with indirect costs of medical
education, in an amount computed in the same manner as the
adjustment for such costs under regulations (in effect as of Janu-
ary 1, 1983) under subsection (a)(2), except that in the computation
under this subparagraph the Secretary shall use an educational
adjustment factor equal to twice the factor provided under such
regulations.

“(CXi) The Secretary shall provide for such exceptions and adjust-
ments to the payment amounts established under this subsection as
the Secretary deems appropriate to take into account the special
needs of regional and national referral centers (including those
hospitals of 500 or more beds located in rural areas), and of public or
other hospitals that serve a significantly disproportionate number of
patients who have low income or are entitled to benefits under part
A of this title. .

“(ii) With_respect to a subsection (d) hospital which is a ‘sole
community hospital’, p:lyment under paragraph (1)(A) for any cost
reporting period or fiscal year beginning on or after October 1, 1984,
shall be determined under the formula provided in clause (i) of that
paragraph with the target and DRG percentages determined under
paragraph (1)(C)i) (except that any reference to paragraph (2) shall
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be deemed, for this purpose, a reference to paragraph (3)). In the
case of a sole community hospital that experiences, in a cost report-
ing period (beginning on or after October 1, 1983, and before October
1, 1986) compared to the previous cost reporting period, a decrease of
more than 5 percent in its total number of inpatient cases due to
circumstances beyond its control, the Secretary shall provide for
such adjustment to the payment amounts under this subsection as
may be necessary to fully compensate the hospital for the fixed costs
it incurs in the period in providing inpatient hospital services,
including the reasonable cost of maintaining necessary core staff
and services. For purposes of this subparagraph, the term ‘sole
community hospital’ means a hospital that, by reason of factors such
as isolated location, weather conditions, travel conditions, or ab-
sence of other hospitals (as determined by the Secretary), is the sole
source of inpatient hospital services reasonably available to individ-
Zals in a geographical area who are entitled to benefits under part

“(iii) The Secretary shall provide by regulation for such other
exceptions and adjustments to such payment amounts under this
subsection as the Secretary deems appropriate (including exceptions
and adjustments that may be appropriate with respect to hospitals
involved extensively in treatment for and research on cancer).

“(iv) The Secretary may provide for such adjustments to the
payment amounts under this subsection as the Secretary deems
appropriate to take into account the unique circumstances of hospi-
tals located in Alaska and Hawaii.

“(DXi) The Secretary shall estimate the amount of reimbursement
made for services described in section 1862(aX14) with respect to
which payment was made under part B in the base reporting periods
referred to in paragraph (2)(A) and with respect to which payment is
no longer being made.

“(ii) The Secretary shall provide for an adjustment to the payment
for subsection (d) hospitals in each fiscal year so as appropriately to
reflect the net amount described in clause (i).

“(6) The Secretary shall provide for publication in the Federal
Register, on or before the September 1 before each fiscal year
(beginning with fiscal year 1984), of a description of the methodology
and data used in computing the adjusted DRG prospective payment
rates under this subsection, including any adjustments required
under subsection (e)(1)(B).

“(7) There shall be no administrative or judicial review under
section 1878 or otherwise of—

“(A) the determination of the requirement, or the propor-
tional amount, of any adjustment effected pursuant to subsec-
tion (eX1), and

“(B) the establishment of diagnosis-related groups, of the
methodology for the classification of discharges within such
groups, and of the appropriate weighting factors thereof under
paragraph (4).

“(e)(1)(A) For cost reporting periods of hospitals beginning in fiscal
year 1984 or fiscal year 1985, the Secretary shall provide for such
proportional adjustment in the applicable percentage increase (oth-
erwise applicabfe to the periods under subsection (b)3)B)) as may be
necessary to assure that—

“(1) the aggregate payment amounts otherwise provided under
subsection (d)(1)(A)i)(I) for that fiscal year for operating costs of
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inpatient hospital services of hospitals (excluding payments
made under section 1866(a)(1)(F)),
are not greater or less than—

“(ii) the target percentage (as defined in subsection (dX1)C)) of
the payment amounts which would have been payable for such
services for those same hospitals for that fiscal year under this
section under the law as in effect before the date of the enact-
ment of the Social Security Amendments of 1983 (excluding
payments made under section 1866(a)(1)(F));

except that the adjustment made under this subparagraph shall
apply only to subsection (d) hospitals and shall not apply for pur-
poses of making computations under subsection (d)(2)(B)(ii) or sub-
section (d)(3)(A).

“B) For discharges occurring in fiscal year 1984 or fiscal year
1985, the Secretary shall provide under subsections (d)2)(F) and
(d)(8)XC) for such equal proportional adjustment in each of the
average standardized amounts otherwise computed for that fiscal
year as may be necessary to assure that—

“(i) the aggregate payment amounts otherwise provided under
subsection (d)(1)(A)i)I) and (d)(5) for that fiscal year for operat-
ing costs of inpatient hospital services of hospitals (excluding
payments made under section 1866(a)(1)(F)),

are not greater or less than—

“(ii) the DRG percentage (as defined in subsection (d)(1)(C)) of
the payment amounts which would have been payable for such
services for those same hospitals for that fiscal year under this
section under the law as in effect before the date of the enact-
ment of the Social Security Amendments of 1983 (excluding
payments made under section 1866(a)(1)(F)).

“(2) The Director of the Congressional Office of Technology Assess-
ment (hereinafter in this subsection referred to as the ‘Director’ and
the ‘Office’, respectively) shall provide for appointment of a Prospec-
tive Payment Assessment Commission (hereinafter in this subsec-
tion referred to as the ‘Commission’), to be composed of independent
experts appointed by the Director. In addition to carrying out its
functions under subsection (d)(4)(D), the Commission shall review
the applicable percentage increase factor described in subsection
(b)(3)B) and make recommendations to the Secretary on the appro-
priate percentage change which should be effected for hospital
inpatient discharges under subsections (b) and (d) for fiscal years
beginning with fiscal year 1986. In making its recommendations, the
Commission shall take into account changes in the hospital market-
basket described in subsection (b)(3)(B), hospital productivity, tech-
nological and scientific advances, the quality of health care provided
in hospitals (including the quality and skill level of professional
nursing required to maintain quality care), and long-term cost-
effectiveness in the provision of inpatient hospital services.

“(3) The Commission, not later than the April 1 before the begin-
ning of each fiscal year (beginning with fiscal year 1986), shall
report its recommendations to the Secretary on an appropriate
change factor which should be used (instead of the applicable per-
centage increase described in subsection (b)(3)(B)) for inpatient hos-
pital services for discharges in that fiscal year.

“(4) Taking into consideration the recommendations of the Com-
mission, the Secretary shall determine for each fiscal year (begin-
ning with fiscal year 1986) the percentage change which will apply
for purposes of this section as the applicable percentage increase

97 STAT. 159

42 USC 1395cc.

Recommendations.



97 STAT. 1€0

Publication in
Federal
Register.

PUBLIC LAW 98-21—APR. 20, 1983

(otherwise described in subsection (b)3)B)) for discharges in that
fiscal year, and which will take into account amounts necessary for
the efficient and effective delivery of medically appropriate and
necessary care of high quality.

“(5) The Secretary shall cause to have published for public com-
ment in the Federal Register, not later than—

“(A) the June 1 before each fiscal year (beginning with fiscal
year 1986), the Secretary’s proposed determination under para-
graph (4) for that fiscal year, and

“(B) the September 1 before such fiscal year after such consid-
eration of public comment on the proposai as is feasible in the
time available, the Secretary’s final determination under such
paragraph for that year.

The Secretary shall include in the publication referred to in subpar-
agraph (A) for a fiscal year the report of the Commission’s recom-
mendations submitted under paragraph (3) for that fiscal year.

“(6) (A) The Commission shall consist of 15 individuals. Members
of the Commission shall first be appointed no later than April 1,
1984, for a term of three years, except that the Director may provide
initially for such shorter terms as will insure that (on a continuing
basis) the terms of no more than seven members expire in any one
year.

(B) The membership of the Commission shall provide expertise
and experience in the provision and financing of health care, includ-
ing physicians and registered professional nurses, employers, third
party payors, individuals skilled in the conduct and interpretation of
biomedical, health services, and health economics research, and
individuals having expertise in the research and development of
technological and scientific advances in health care. The Director
shall seek nominations from a wide range of groups, including—

“(i) national organizations representing physicians, including
medical specialty organizations and registered professional
nurses and other skilled health professionals;

“(ii) national organizations representing hospitals, including
teaching hospitals;

“(iii) national organizations representing manufacturers of
health care products; and

“(iv) national organizations representing the business commu-
nity, health benefit programs, labor, and the elderly.

“(C) Subject to such review as the Office deems necessary to
assure the efficient administration of the Commission, the Commis-
sion may—

“(1) employ and fix the compensation of such personnel (not to
exceed 25) as may be necessary to carry out its duties;

“(ii) seek such assistance and support as may be required in
the performance of its duties from appropriate Federal depart-
ments and agencies;

“(iii) enter into contracts or make other arrangements, as
may be necessary for the conduct of the work of the
Commission;

“(iv) make advance, progress, and other payments which
relate to the work of the Commission;

“(v) provide transportation and subsistence for persons serv-
ing without compensation; and

“(vi) prescribe such rules and regulations as it deems neces-
sary with respect to the internal organization and operation of
the Commission.
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“(D) While serving on the business of the Commission (including
traveltime), a member of the Commission shall be entitled to com-
pensation at the per diem equivalent of the rate provided for level
IV of the Executive Schedule under section 5315 of title 5, United
States Code; and while so serving away from home and his regular
place of business, a member may be allowed travel expenses, as
authorized by the Chairman of the Commission.

“(E) In order to identify medically appropriate patterns of health
resources use in accordance with paragraph (2), the Commission
shall collect and assess information on medical and surgical proce-
dures and services, including information on regional variations of
medical practice and lengths of hospitalization and on other patient-
care data, giving special attention to treatment patterns for condi-
tions which ?(Fear to involve excessively costly or inappropriate
services not adding to the quality of care provided. In order to assess
the safety, efficacy, and cost-effectiveness of new and existing medi-
cal and surgical procedures, the Commission shall, in coordination
to the extent possible with the Secretary, collect and assess factual
information, giving special attention to the needs of updating exist-
ing diagnosis-related groups, establishing new diagnosis-related
groups, and making recommendations on relative weighting factors
for such groups to reflect appropriate differences in resource con-
sumption in delivering safe, efficacious, and cost-effective care. In
collecting and assessing information, the Commission shall—

(1) utilize existing information, both published and unpub-
lished, where possible, collected and assessed either by its own
staff or under other arrangements made in accordance with this
paragraph;

“(i1) carry out, or award grants or contracts for, original
research and experimentation, including clinical research,
where existing information is inadequate for the development of
useful and valid guidelines by the Commission; and

“(iii) adopt procedures allowing any interested party to
submit information with respect to medical and surgical proce-
dures and services (including new practices, such as the use of
new technologies and treatment modalities), which information
the Commission shall consider in making reports and recom-
mendations to the Secretary and Congress.

“(F) The Commission shall have access to such relevant informa-
tion and data as may be available from appropriate Federal agencies
and shall assure that its activities, especially the conduct of original
research and medical studies, are coordinated with the activities of
Federal a%encies.

“(G)(i) The Office shall report annually to the Congress on the
functioning and progress of the Commission and on the status of the
assessment of medical procedures and services by the Commission.

“(i1) The Office shall have unrestricted access to all deliberations,
records, and data of the Commission, immediately upon its request.

“(i11) In order to carry out its duties under this paragraph, the
Office is authorized to expend reasonable and neccessary funds as
mutually agreed upon by the Office and the Commission. %‘he Office
shall be reimbursed for such funds by the Commission from the
appropriations made with respect to the Commission.

‘(H) The Commission shall be subject to periodic audit by the
General Accounting Office.

“(INi) There are authorized to be appropriated such sums as may
be necessary to carry out the provisions of this paragraph.
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‘(i) Eighty-five percent of such appropriation shall be payable
from the Federal Hospital Insurance Trust Fund, and 15 percent of
such appropriation shall be payable from the Federal Supplemen-
tary Medical Insurance Trust Fund.

“(fX1) The Secretary shall maintain, for a period ending not
earlier than September 30, 1988, a system for the reporting of costs
of hospitals receiving payments computed under subsection (d).

“(2) If the Secretary determines, based upon information supplied
by a utilization and quality control peer review organization under

42USC1320c.  part B of title XI, that a hospital, in order to circumvent the
payment method established under subsection (b) or (d) of this
section, has taken an action that results in the admission of individ-
42 USC 1301. uals entitled to benefits under part A unnecessarily, unnecessary
multiple admissions of the same such individuals, or other inappro-
priate medical or other practices with respect to such individuals,
the Secretary may— ‘
“(A) deny payment (in whole or in part) under part A with
respect to inpatient hospital services provided with respect to
such an unnecessary admission (or subsequent admission of the
same individual), or
“(B) require the hospital to take other corrective action neces-
sary to prevent or correct the inappropriate practice.
42 USC 1395y. “(3) The provisions of paragraphs (2), (3), and (4) of section 1862(d)
shall apply to determinations under paragraph (2) of this subsection
in the same manner as they apply to determinations made under
section 1862(dX1).

“(g)(1) If the Congress does not enact legislation, after the date of
the enactment of this subsection and before October 1, 1986, respect-
ing the payment under this title for capital-related costs for inpa-
tient hospital services, no payment may be made under this title for
cagital-related costs of capital expenditures (as defined in section
1122(g) and except as provided in section 1122()) for inpatient
hospital services in a State, which expenditures are obligated after
September 30, 1986, unless the State has an agreement with the
Secretary under section 1122(b) and under the agreement the State
has recommended approval of the caﬁital expenditures.

‘(2) The Secretary shall provide that the amount which is allow-
able, with respect to reasonable costs of inpatient hospital services
for which payment may be made under this title, for a return on
equity capital for hospitals shall, for cost reporting periods begin-
ning on or after the date of the enactment of this subsection, be
equal to amounts otherwise allowable under regulations in effect on
March 1, 1983, except that the rate of return to be recognized shall
be equal to the average of the rates of interest, for each of the
months any part of which is included in the rtiforting ?eriod, on

n

42 USC 1320a-1.

obligations issued for purchase by the Federal Hospital Insurance
Trust Fund.”.
42 USC 1395y. () Section 1862(a)}1) of the Social Security Act is amended—

(1) by striking out “(B) or (C)” and inserting in lieu thereof
“B), (C), or (D)’;

(2) by striking out “and” at the end of subparagraph (B);

(3) by striking out the semicolon at the end of subparagraph
(C) and inserting in lieu thereof a comma and “and”; and

(4) by adding at the end thereof the following new
subparagraph: : .

‘“(D) in the case of clinical care items and services provided
with the concurrence of the Secretary and with respect to
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research and experimentation conducted by, or under contract
with, the Prospective Payment Assessment Commission or the
Secretary, which are not reasonable and necessary to carry out
the purposes of section 1886(e)(6);”.

(g) In determining whether a hospital is in an urban or rural area
for purposes of section 1886(d) of the Social Security Act, the Secre-
tary of Health and Human Services shall classify any hospital
located in New England as being located in an urban area if such
hospital was classified as being located in an urban area under the
Standard Metropolitan Statistical Area system of classification in
effect in 1979.

CONFORMING AMENDMENTS

SEc. 602. (a) Section 1153(b)(2) of the Social Security Act is
amended by adding at the end the following new subparagraph:

“(C) The twelve-month period referred to in subparagraph (A)
shall be deemed to begin not later than October 1983.”.

(b) Sections 1814(g) and 1835(e) of the Social Security Act are each
amended by inserting “(or would be if section 1886 did not apply)”
after “section 1861(v)(1)D)”.

(c) Section 1814(h)2) of such Act is amended by striking out “the
reasonable costs for such services” and inserting in lieu thereof “the
amount that would be payable for such services under subsection (b)
and section 1886”.

(d)(1) The matter in section 1861(v}1)GXi) of such Act following
subclause (III) is amended by striking out “on the basis of the
reasonable cost of”’ and inserting in lieu thereof “the amount other-
wise payable under part A with respect to”.

(2) Section 1861(v)(2)A) of such Act is amended by striking out “an
amount equal to the reasonable cost of’ and inserting in lieu thereof
“the amount that would be taken into account with respect to”.

(3) Section 1861(vX2XB) of such Act is amended by striking out
“the equivalent of the reasonable cost of”.

(4) Section 1861(v)(3) of such Act is amended by striking out “the
reasonable cost of such bed and board furnished in semiprivate
accommodations (determined pursuant to paragraph (1))’ and
inserting in lieu thereof “the amount otherwise payable under
this title for such bed and board furnished in semiprivate
accommodations”. :

(e) Section 1862(a) of such Act is amended—

(1) by striking out “or” at the end of paragraph (12),

(2) by striking out the period at the end of paragraph (13) and
inserting in lieu thereof *‘; or”, and

(3) by adding at the end the following new paragraph:

“(14) which are other than physicians’ services (as defined in
regulations promulgated specifically for purposes of this para-
graph) and which are furnished to an individual who is an
inpatient of a hospital by an entity other than the hospital,
unless the services are furnished under arrangements (as de-

ﬁried in section 1861(w)(1)) with the entity made by the hospi-
ta ‘!!‘
(£)X(1) Section 1866(a)1) of such Act is amended—
(A) by striking out “and” at the end of subparagraph (D),
((113) by striking out the period at the end of subparagraph (E),
an
(C) by adding at the end the following new subparagraphs:
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“(F) in the case of hospitals which provide inpatient hospital
services for which payment may be made undur subsection (c) or
(d) of section 1886, to maintain an agreement with a utilization
and quality control peer review organization (if there is such an
organization which has a contract with the Secretary under
part B of title XI for the area in which the hospital is located)
under which the organization will perform functions under that
part with respect to the review of the validity of diagnostic
information provided by such hospital, the completeness, ade-
quacy, and quality of care provided, the appropriateness of
admissions and discharges, and the appropriateness of care
provided for which additional payments are sought under sec-
tion 1886(d)(5), with respect to inpatient hospital services for
which payment may be made under part A of this title (and for
purposes of payment under this title, the cost of such agreement
to the hospital shall be considered a cost incurred by such
hospital in providing inpatient services under part A, and (i)
shall be paiéJ directly by the Secretary to such organization on
behalf of such hospital in accordance with a rate per review
established by the Secretary, (ii) shall be transferred from the
Federal Hospital Insurance Trust Fund, without regard to
amounts appropriated in advance in appropriation Acts, in the
same manner as transfers are made for payment for services
provided directly to beneficiaries, (iii) shall be not less than an
amount which reflects the rates per review established in fiscal
year 1982 for both direct and administrative costs (adjusted for
inflation), and (iv) shall not be less in the aggregate for a fiscal
year than the aggregate amount expended in fiscal year 1982
for direct and administrative costs (adjusted for inflation)) of
such reviews,

“(G) in the case of hospitals which provide inpatient hospital
services for which payment may be made under subsection (b) or
(d) of section 1886, not to charge any individual or any other
person for inpatient hospital services for which such individual
would be entitled to have payment made under part A but for a
denial or reduction of payments under section 1886(f)2), and

“(H) in the case of hospitals which provide inpatient hospital
services for which payment may be made under this title, to
have all items and services (other than physicians’ services as
defined in regulations for purposes of section 1862(a)14)) (i) that
are furnished to an individual who is an inpatient of the
hospital, and (ii) for which the individual is entitled to have
payment made under this title, furnished by the hospital or
otherwise under arrangements (as defined in section 1861(wX1))
made by the hospital.”.

(2) The matter in section 1866(a)2)(B)ii) of such Act preceding
subclause (I) is amended by inserting “and except with respect to
inpatient hospital costs with respect to which amounts are payable
under section 1886(d)” after “(except with respect to emergency
services’.

(g) Section 1876(g) of such Act is-amended by adding at the end the
following:

‘“(4) A risk-sharing contract under this subsection may, at the
option of an eligible organization, provide that the Secretary—

“(A) will reimburse hospitals either for payment amounts
determined in accordance with section 1886, or, if applicable, for
the reasonable cost (as determined under section 1861(v)), of
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inpatient hospital services furnished to individuals enrolled
with such organization pursuant to subsection (d), and

“(B) will deduct the amount of such reimbursement for pay-
ment which would otherwise be made to such organization.”.

(h)(1) Section 1878(a) of such Act is amended—

(A) by inserting “and (except as provided in subsection (g)(2))
any hospital which receives payments in amounts computed
under subsection (b) or (d) of section 1886 and which has submit-
ted such reports within such time as the Secretary may require
in order to make payment under such section may obtain a
hearing with respect to such payment by the Board” after
“subsection (h)” in the matter before paragraph (1),

(B) by inserting “(i)” after “(A)” in paragraph (1)(A),

(C) by inserting “or” at the end of paragraph (1XA) and by
adding after such paragraph the following new clause:

“(ii) is dissatisfied with a final determination of the Secre-
tary as to the amount of the payment under subsection (b)
or (d) of section 1886,”, and

(D) by striking out “(1)A)” in paragraph (3) and inserting in
lieu thereof “(1)(A)i), or with respect to appeals under para-
graph (1)XA)ii), 180 days after notice of the Secretary’s final
determination,”.

(2XA) The last sentence of section 1878(f)(1) of the Social Security
Act is amended by inserting ‘“(or, in an action brought jointly by
several providers, the judicial district in which the greatest number
of such providers are located)” after “the judicial district in which
the provider is located”.

(B) Section 1878(f(1) of such Act is further amended by adding at
the end thereof the following new sentence: “Any appeal to the
Board or action for judicial review by providers which are under
common ownership or control must be brought by such providers as
a group with respect to any matter involving an issue common to
such providers.”.

(3) Section 1878(g) of such Act is amended by inserting “(1)” after
“(g)” and by adding at the end the following new paragraph:

“(2) The determinations and other decisions describeg in section
1886(d)(7) shall not be reviewed by the Board or by any court
pursuant to an action brought under subsection (f) or otherwise.”

(4) The third sentence of section 1878(h) of such Act is amended by
striking out ‘‘cost reimbursement” and inserting in lieu thereof
“payment of providers of services’.

(i) The first sentence of section 1881(b)2)A) of such Act is
?ggi?d)%d by inserting “‘or section 1886 (if applicable)” after “section

v) .

(§) Section 1887(a)(1XB) of such Act is amended by inserting “or on
'tahe.layases described in section 1886" after “on a reasonable cost

asis’.

(k) The Secretary of Health and Human Services may, for any cost
reporting period eginning prior to October 1, 1986, waive the
requirements of sections 1862(a)(14) and 1866(a)(1)(H) of the Social
Security Act in the case of a hospital which has followed a practice,
since prior to October 1, 1982, of allowing direct billing under part B
of title XVIII of such Act for services (other than physicians’ serv-
ices) so extensively, that immediate compliance with those require-
ments would threaten the stability of patient care. Any such waiver
shall provide that such billing may continue to be made under part
B of such title but that the payments to such hospital under part A
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of such title shall be reduced by the amount of the billings for such
services under part B of such title. If such a waiver is granted, at the
end of the waiver period the Secretary may provide for such meth-
ods of payments under part A as is appropriate, given the organiza-
tional structure of the institution.

() Effective October 1, 1984, section 1866(a)(1) of the Social Secu-
rity Act, as amended by subsection (f)(1) of this section, is further
amended—

(1) by striking out “(if there is such an organization” in
subparagraph (F) and insert in lieu thereof ‘(with an organiza-
tion”, and

(2) by adding at the end the following new sentence:

“In the case of a hospital which has an agreement in effect with an
organization described in subparagraph (F), which organization’s
contract with the Secretary under part B of title XI is terminated on
or after October 1, 1984, the hospital shall not be determined to be
out of compliance with the requirement of such subparagraph
during the six month period beginning on the date of the termina-
tion of that contract.”.

REPORTS, EXPERIMENTS, AND DEMONSTRATION PROJECTS

Sec. 603. (aX1) The Secretary of Health. and Human Services
(hereinafter in this title referred to as the “Secretary”) shall study,
develop, and report to the Congress within 18 months after the date
of the enactment of this Act on the method and proposals for
legislation by which capital-related costs, such as return on net
equity, associated with inpatient hospital services can be included
within the prospective payment amounts computed under section
1886(d) of the Social Security Act.

(2)(A) The Secretary shall study and report annually to the Con-
gress at the end of each year (beginning with 1984 and ending with
1987) on the impact, of the payment methodology under section
1886(d) of the Social Security Act during the previous year, on
classes of hospitals, beneficiaries, and other payors for inpatient
hospital services, and other providers, and, in particular, on the
impact of computing DRG prospective payment rates by census
division, rather than exclusively on a national basis. Each such
report shall include such recommendations for such changes in
legislation as the Secretary deems appropriate.

(B) During fiscal year 1984, the Secretary shall begin the collec-
tion of data necessary to compute the amount of physician charges
attributable, by diagnosis-related groups, to physicians’ services fur-
nished to inpatients of hospitals whose disc arges are classified
within those groups. The Secretary shall include, in a report to
Congress in 1985, recommendations on the advisability and feasibil-
ity of providing for determining the amount of the payments for
physicians’ services furnished to hospital inpatients based on the
DRG type classification of the discharges of those inpatients, and
legislative recommendations thereon.

(C) In the annual report to Congress under subparagraph (A) for
1985, the Secretary shall include the results of studies on—

(i) the feasibility and impact of eliminating or phasing out
separate urban and rural DRG prospective gayment rates under
paragraph (3) of section 1886(d) of the Social Security Act;

(i) whether and the method under which hospitals, not paid
based on amounts determined under such section, can be paid
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for inpatient hospital services on a prospective basis as under
such section; .

(iii) the appropriateness of the factors used under paragraph
(5)(A) of such section to compensate hospitals for the additional
expenses of outlier cases, and the application of severity of
illness, intensity of care, or other modifications to the diagnosis-
related groups, and the advisability and feasibility of providing
for such modifications;

(iv) the feasibility and desirability of applying the payment
methodology under such section to payment by all payors for
inpatient hospital services; and

(v) the impact of such section on hospital admissions and the
feasibility of making a volume adjustment in the DRG prospec-
tive payment rates or requiring preadmission certification in
order to minimize the incentive to increase admissions.

Such report shall specifically include, with respect to the item
described in clause (iv), consideration of the extent of cost-shifting to
non-Federal payors and the impact of such cost-shifting on health
insurance costs and premiums borne by employers and employees.

(D) In the annual report to Congress under subparagraph (A) for
1986, the Secretary shall include the results of a study examining
the overall impact of State systems of hospital payment (either
approved under section 1886(c) of the Social Security Act or under a
waiver approved under section 402(a) of the Social Security Amend-
ments of 1967 or section 222(a) of the Social Security Amendments of
1972), particularly assessing such systems’ impact not only on the
medicare program but also on the medicaid program, on payments
and premiums under private health insurance plans, and on tax
expenditures.

(3)(A) The Secretary shall complete a study and make legislative
recommendations to the Congress with respect to an equitable
method of reimbursing sole community hospitals which takes into
account their unique vulnerability to substantial variations in
occupancy.

(B) In addition, the Secretary shall examine ways to coordinate an
information transfer between parts A and B of title XVIII of the
Social Security Act, particularly with respect to those cases where a
denial of coverage is made under part A of such title and no
adjustment is made in the reimbursement to the admitting physi-
cian or physicians.

(C) The Secretary shall also report on the appropriate treatment
of uncompensated care costs, and adjustments that might be appro-
priate for large teaching hospitals located in rural areas.

(D) The Secretary shall also report on the advisability of having
hospitals make available information on the cost of care to patients
financed by both public programs and private payors. .

(E) The studies and reports described in this paragraph shall be
completed and submitted not later than April 1, 1985.

(4) The Secretary shall complete a study and make recommenda-
tions to the Congress, before April 1, 1984, with respect to a method
for including hospitals located outside of the fifty States and the
District of Columbia under a prospective payment system.

(b)(1) Except as provided in paragraph (2), the amendments made
by this title shall not affect the authority of the Secretary to
develop, carry out, or continue experiments and demonstration
projects.
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(2) The Secretary shall provide that, upon the request of a State
which has a demonstration project, for payment of hospitals under
title XVIII of the Social Security Act approved under section 402(a)
of the Social Security Amendments of 1967 or section 222(a) of the
Social Security Amendments of 1972, which (A) is in effect as of
March 1, 1983, and (B) was entered into after August 1982 (or upon
the request of another party to demonstration project agreement),
the terms of the demonstration agreement shall be modified so that
the demonstration project is not required to maintain the rate of
increase in medicare hospital costs in that State below the national
rate of increase in medicare hospital costs.

(¢) The Secretary shall approve, with appropriate terms and condi-
tions as defined by the Secretary, within 30 days after the date of
enactment of this Act—

(1) the risk-sharing application of On Lok Senior Health
Services (according to terms and conditions as specified by the
Secretary), dated July 2, 1982, for waivers, pursuant to section
222 of the Social Security Amendments of 1972 and section
402(a) of the Social Security Amendments of 1967, of certain
requirements of title XVIII of the Social Security Act over a
period of 36 months in order to carry out a long-term care
demonstration project, and

(2) the application of the Department of Health Services,
State of California, dated November 1, 1982, pursuant to section
1115 of the Social Security Act, for the waiver of certain
requirements of title XIX of such Act over a period of 36 months
in order to carry out a demonstration project for capitated
reimbursement for comprehensive long-term care services
involving On Lok Senior Health Services.

(d) The Secretary shall conduct demonstrations with hospitals in
areas with critical shortages of skilled nursing facilities to study the
feasibility of providing alternative systems of care or methods of
payment.

EFFECTIVE DATES

Sec. 604. (a)1) Except as provided in section 602(1) and in para-
graph (2), the amendments made by the preceding provisions of this
title apply to items and services furnished by or under arrange-
ments with a hospital beginning with its first cost reporting Period
that begins on or after October 1, 1983. A change in a hospital’s cost
reporting period that has been made after November 1982 shall be
recognized for purposes of this section only if the Secretary finds
good cause for that chanpg‘e. ’

(2) Section 1866(a)1)(F) of the Social Security Act (as added by
section 602(f)(1)(C) of this title), section 1862(a)(14) (as added by
section 602(e)(3) of this title) and sections 1886(a)(1) (G) and (H) of
such Act (as added by section 602(f)(1)(C) of this title) take effect on
October 1, 1983. )

(b) The Secretary shall make an appropriate reduction in the
payment amount under section 1886(d) of the Social Security Act (as
amended by this title) for any discharge, if the admission has
occurred before a hospital’s first cost reporting period that begins
after September 1983, to take into account amounts payable under
title XVIII of that Act (as in effect before the date of the enactment
of this Act) for items and services furnished before that period.

(c)1) The Secretary shall cause to be published in the Federal
Register a notice of the interim final DRG prospective payment
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rates established under subsection (d) of section 1886 of the Social
Security Act (as amended by this title) no later than September 1,
1983, and allow for a period of public comment thereon. Payment on
the basis of prospective rates shall become effective on October 1,
1983, without the necessity for consideration of comments received,
but the Secretary shall, by notice published in the Federal Register,
affirm or modify the amounts by December 31, 1983, after consider-
ing those comments.

(2) A modification under paragraph (1) that reduces a prospective
payment rate shall apply only to discharges occurrin% after 30 days
after the date the notice of the modification is published in the
Federal Register.

(3) Rules to implement subsection (d) of section 1886 of the Social
Security Act (as so amended) shall be established in accordance with
the procedure described in this subsection.

DELAY IN PROVISION RELATING TO HOSPITAL-BASED SKILLED NURSING
FACILITIES

SEC. 605. (a) Section 102(b) of the Tax Equity and Fiscal Responsi-
bility Act of 1982 is amended by striking out “October 1, 1982” and
inserting in lieu thereof “October 1, 1983".

(b) The Secretary of Health and Human Services shall, prior to
December 31, 1983, comglete a study and report to the Congress
with respect to (1) the effect which the implementation of section
102 of the Tax Equity and Fiscal Responsibility Act of 1982 would
have on hospital-based skilled nursing facilities, given the differ-
ences (if any) in the patient populations served by such facilities and
by community-based skilled nursing facilities and (2) the impact on
skilled nursing facilities of hospital prospective payment systems,
?ndl recommendations concerning payment of skilled nursing

acilities.

SHIFT IN MEDICARE PREMIUMS TO COINCIDE WITH COST-OF-LIVING
INCREASE

SEC. 606. (a)(1) Section 1839 of the Social Security Act is amended
by striking out subsections (a), (b), and (¢c) and inserting in lieu
thereof the following:

“(a)(1) The Secretary shall, during September of 1983 and of each
year thereafter, determine the monthly actuarial rate for enrollees
age 65 and over which shall be applicable for the succeeding calen-
dar year. Such actuarial rate shall be the amount the Secretary
estimates to be necessary so that the aggregate amount for such
calendar year with respect to those enrollees age 65 and older will
equal one-half of the total of the benefits and administrative costs
which he estimates will be payable from the Federal Supplementary
Medical Insurance Trust Fund for services performed and related
administrative costs incurred in such calendar year with respect to
such enrollees. In calculating the monthly actuarial rate, the Secre-
tary shall include an appropriate amount for a contingency margin.

“(2) The monthly premium of each individual enrolled under this
part for each month after December 1983 shall, except as provided
in subsections (b) and (e), be the amount determined under para-
graph (3). ‘

‘(3) The Secretary shall, during September of 1983 and of each
year thereafter, determine and promulgate the monthly premium
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applicable for individuals enrolled under this part for the succeeding
calendar year. The monthly premium shall (except as otherwise
provided in subsection (e)) be equal to the smaller of—

‘“(A) the monthly actuarial rate for enrollees age 65 and over,
determined according to paragraph (1) of this subsection, for
that calendar year, or

“(B) the monthly premium rate most recently promulgated by
the Secretary under this paragraph, increased by a percentage
determined as follows: The Secretary shall ascertain the pri-

42 USC 415. mary insurance amount computed under section 215(a)1), based
upon average indexed monthly earnings of $900, that applied to
individuals who became eligible for and entitled to old-age
insurance benefits on November 1 of the year before the year of
the promulgation. He shall increase the monthly premium rate
by the same percentage by which "that primary insurance
amount is increased when, by reason of the law in effect at the
time the promulgation is made, it is so computed to apply to
those individuals for the following November 1.

Whenever the Secretary promulgates the dollar amount which shall
be applicable as the monthly premium for any period, he shall, at
the time such promulgation is announced, issue a public statement
setting forth the actuarial assumptions and bases employed by him
in arriving at the amount of an adequate actuarial rate for enrollees
age 65 and older as provided in paragraph (1) and the derivation of
the dollar amounts specified in this paragraph.

“(4) The Secretary shall also, during September of 1983 and of
each year thereafter, determine the monthly actuarial rate for
disabled enrollees under age 65 which shall be applicable for the
succeeding calendar year. Such actuarial rate shall be ihe amount
the Secretary estimates to be necessary so that the aggregate
amount for such calendar year with respect to disabled enrollees
under age 65 which will equal one-half of the total of the benefits
and administrative costs which he estimates will be payable from
the Federal Supplementary Medical Insurance Trust Fund for serv-
ices performed and related administrative costs incurred in such
calendar year with respect to such enrollees. In calculating the
monthly actuarial rate under this paragraph, the Secretary shall
include an appropriate amount for a contingency margin.”.

42 USC 139%5r. (2) Subsections (d), (e), (f), and (g) of section 1839 of such Act are

redesignated as subsections (b), (c), (d), and (e), respectively.

(3)(A) Section 1839(b) of such Act (as so redesignated) is amended
by striking out “subsection (b), (c), or (g)” and inserting in lieu
thereof ‘‘subsection (a) or (e)”.

(B) Section 1839(d) of such Act (as so redesignated) is amended by
striking out “‘purposes of subsection (c)” and inserting in lieu thereof
“purposes of subsection (b)”.

(C) Section 1839(e) of such Act (as so redesignated) is amended—

(i) by striking out “(c)”, “(c)(1)”, and “(c)8)” and inserting in
lieu thereof “(a)”, “(a)X1)”, and “(a)(8)”, respectively,

(ii) by striking out “June 1983” in paragraph (1) and inserting
in lieu thereof ‘“December 1983”, and

(ii) by striking out “July 1985” and inserting in lieu thereof
“January 1986” each place it appears.

42 USC 1395i-2. (D) Section 1818(c) of such Act is amended by striking out “subsec-

tion (c) of section 1839” and inserting in lieu thereof “subsection (a)
of section 1839”.
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(E) Section 1843(d)(1) of such Act is amended by striking out 42 USC 13%v.
“without any increase under subsection (c) thereof”’ and inserting in
lieu thereof “without any increase under subsection (b) thereof”.

(F) Section 1844(a)(1)A)1) of such Act is amended— 42 USC 1395w.

(i) by striking out “1839(c)X1)” and inserting in lieu thereof
“1839(a)(1)”; and
(ii) by striking out “1839(c)3) or 1839(g)” and inserting in lieu
thereof “1839(a)(3) or 1839(e)”.
(®) Section 1844(a)(1)XBXi) of such Act is amended—
(i) by striking out “1839%(c)X4)” and inserting in lieu thereof
“1839(a)(4)”; and
(ii) by striking out “1839(c)(3) or 1839(g)” and inserting in lieu
thereof ‘‘1839(a)(3) or 1839%(e)”.
(H) Section 1876(a)(5) of such Act is amended— 42 USC 1395mm.
(i) in subparagraph (A)ii), by striking out “1839(c)X1)” and
inserting in lieu thereof ‘'1839(a)(1)”’; and
(ii) in subparagraph (B)(ii), by striking out “1839(c)4)” and
inserting in lieu thereof “1839(a)(4)”.
(b) Section 1818(d)(2) of such Act is amended— 42 USC 1395i-2.
(1) by striking out “during the last calendar quarter of each
year, beginning in 1973,” in the first sentence and inserting in
lieu ’t’hereof “during the next to last calendar quarter of each
year”;
(2) by striking out “the 12-month period commencing July 1 of
the next year” in the first sentence and inserting in lieu thereof
“the following calendar year’’; and
(3) by striking out “for such next year” in the second sentence
and inserting in lieu thereof “for that following calendar year”.

(c) The amendments made by this section shall apply to premiums Effective date.
for months beginning with January 1984, and for months after June 42 USC 13%r
1983 and before January 1984— '

(1) the monthly premiums under part A and under part B of
title XVIII of the Social Security Act for individuals enrolled 42 USC 1395c,
under each respective };l)art shall be the monthly premium under 139
that part for the month of June 1983, and
(2) the amount of the Government contributions under section
1844(a)1) of such Act shall be computed on the basis of the
actuanally adequate rate which would have been in effect
under part B of title XVIII of such Act for such months without
regard to the amendments made by this section, but using the
amount of the premium in effect for the month of June 1983.

SECTION 1122 AMENDMENTS

Skc. 607. (a) Section 1122(c) of the Social Security Act is amended 42 USC 1320a-1.
by striking out “the Federal Hospital Insurance Trust Fund” and
insertinge“the general fund in the Treasury”.

(b)(1) Section 1122(g) of such Act is amended—

(A) by striking out “$100,000” the first place it appears and
inserting in lieu thereof “$600,000 (or such lesser amount as the
State may establish)”’, and

(B) by striking out “$100,000” the second place it appears and
irl1)serting in lieu thereof “the dollar amount specified in clause
( H.

(2) Section 1861(z)(2) of such Act is amended by striking out 42 USC 1395x.
“$100,000” and inserting 1n heu thereof “$600,000 (or such lesser
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amount as may be established by the State under section 1122(gX1)
in which the hospital is located)”.

42 USC 1320a-1.  (c) Section 1122 of such Act is amended by adding at the end
thereof the following: :

“() A capital expenditure made by or on behalf of a health care
facility shall not be subject to review pursuant to this section if 75
percent of the patients who can reasonably be expected to use the
service with respect to which the capital expenditure is made will be
individuals enrolled in an eligible organization as defined in section
1876(b), and if the Secretary determines that such capital expendi-
ture is for services and facilities which are needed by such organiza-
tion in order to operate efficiently and economically and which are
not otherwise readily accessible to such organization because—

(1) the facilities do not provide common services at the same
site (as usually provided by the organization),

“(2) the facilities are not available under a contract of reason-
able duration,

“(3) full and equal medical staff privileges in the facilities are
not available,

“(4) arrangements with such facilities are not administra-
tively feasible, or

“(5) the purchase of such services is more costly than if the
organization provided the services directly.”.

42 USC 1395x. (d) Section 1861(zX2) of such Act is amended by inserting “(A)”
after “(2)” and by adding at the end thereof the following new
subparagraph:

“(B) provides that such plan is submitted to the agency
designated under section 1122(b), or if no such agency is desig-
nated, to the appropriate health planning agency in the State
(but this subparagraph shall not apply in the case of a facility
(le)lxgrzn(]p)t from review under section 1122 by reason of section

: ) ;n.

Approved April 20, 1983.
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THE PRESIDENT: Thank you all very much. Please, sit
down, if you can.

Well, I want to extend to all of you a very warm
welcome. Something ought to be warm.

But it is especially fitting that so many of us from so
many different backgrounds, young and old, the working and the
retired, Democrat and Republican, should come together for the
signing of this landmark legislation. This bill demonstrates for
all time our nation's ironclad commitment to Social Security. It
assures the elderly that America will always keep the promises
made in troubled times a half a century ago. It assures those who
are still working that they, too, have a pact with the future.
From this day forward, they have our pledge that they will get
their fair share of benefits when they retire.

And this bill assures us of one more thing that is
equally important. 1It's a clear and dramatic demonstration that

our system can still work when men and women of good will join
together to make it work.

Just a few months ago, there was legitimate alarm that
Social Security would soon run out of money. On both sides of the
political aisle, there were dark suspicions that opponents from
the other party were more interested in playing politics than in
solving the problem.

But in the eleventh hour, a distinquished bipartisan
commission appointed by House Speaker O'Neill, by Senate Majority
Leader Baker and by me began to find a solution that could be
enacted into law. Political parties of both parties set aside
their passions and joined in that search. The result of these
labors in the Commission and the Congress are now before us, ready
to be signed into law, a monument to the spirit of compassions and
commitment that unites us as a people.



Today, all of us can look each other square in the eye
and say, "We kept our promises. We promised that we would
protect the financial integrity of Social Security. We have. We
promised that we would protect beneficiaries against any loss in
current benefits. We have. And we promised to attend to the
needs of those still working, not only those Americans nearing
retirement, but young people just entering the labor force. And
we've done that, too."

None of us here today would pretend that this bill is
perfect. Each of us had to compromise one way or another. But
the essence of bipartisanship is to give up a little in order to
get a lot. And, my fellow Americans, I think we've gotten a very
great deal.

A tumultuous debate about Social Security has raged for
more than two decades in this country, but there has been one
point that has won universal agreement: The Social Security
system must be preserved. And rescuing the system has meant re-
examining its original intent, purposes and practical limits.

The amendments embodied in this legislation recognize
that Social Security cannot do as much for us as we might have
hoped when the trust funds were overflowing. Time and again,
benefits were increased far beyond the taxes and wages that were
supposed to support them. In this compromise we have struck the
best possible balance between the taxes we pay and the benefits
paid back. Any more in taxes would be an unfair burden on working
Americans and could seriously weaken our economy. Any less would
threaten the commitment already made to this generation of
retirees and to their children.

We're entering an age when average Americans will live
longer and live more productive lives. And these amendments
adjust to that progress.

The changes in this legislation will allow Social
Security to age as gracefully as all of us hope to do ourselves,
without becoming an overwhelming burden on generations still to
come. So today we see an issue that once divided and frightened
SO many people now uniting us. Our elderly need no longer fear
that the checks they depend on will be stopped or reduced. These
amendments protect them. Americans of middle age need no longer
worry whether their career-long investment will pay off. These
amendments guarantee it. And younger people can feel confident
that Social Security will still be around when they need it to
cushion their retirement.
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These amendments reaffirm the commitment of our
government to the performance and stability of Social Security.
It was nearly 50 years ago when, under the leadership of
Franklin Delano Roosevelt, the American people reached a great
turning point, setting up the Social Security System. FDR spoke
then of an era of startling industrial changes that tended more
and more to make life insecure. It was his belief that the System
can furnish only a base upon which each one of our citizens may
build his individual security through his own individual efforts.
Today we reaffirm Franklin Roosevelt's commitment that Social
Security must always provide a secure and stable base so that
older Americans may live in dignity.

And now before I sign this legislation, may I pause for
a moment and recognize just a few of the people here who have done
so much to make this moment possible. There are so many deserving
people here today--leaders of the Congress, all members of the
Ways and Means and Finance Committees, and members of the
Commission, up in front here, but it would be impossible to
recognize them all. But, first, can I ask Alan Greenspan and
members of the Commission--I was going to say to stand--but there
are others that are also standing here--but the other members of
the Commission to stand so that we can recognize them. Thank you.
And their Chairman, Alan Greenspan.

And, now, as a special treat, I would like to ask two of
our leaders from Congress, first--to step forward for a few words,
Speaker of the House of Representatives, the Honorable
Tip O'Neill.

SPEAKER O'NEILL: Mr. President, Mr. Vice President, my
distinquished colleagues in government, this is indeed a happy
day.

There are those who would question as to whether or not
the Social Security bill was the most important bill that ever did
pass the Congress of the United States. Others would say there
other acts. But I always believed the Social Security system was
the greatest act that ever passed the Congress. It gave respect
and it gave dignity to the golden ager of America.

This great country of ours has always gone on the theory
that each generation pays for the generation before it. The
golden agers of today are the ones who made America great.

I want to congratulate the Committee that the President
appointed, that I appointed, that Senator Baker appointed. I want
to congratulate the Ways and Means Committee. Jake Pickle was the
Chairman of the Subcommittee. Dan Rostenkowski, Barber Conable,



-4

all of the Committee, Senator Pepper from the Aging Committee, all
worked together on both sides of the aisle. It shows, as the
President said, the system does work. This is a happy day for
America. Thank you. '

THE PRESIDENT: Thank you.

And, now, the Majority Leader of the Senate, Senator
Howard Baker.

SENATOR BAKER: Mr. President, Mr. Vice President, my
colleagues on the platform and ladies and gentlemen, it is perhaps
one of the littlest noticed but most important aspects of the
civility of American government that on occasion we rise above
politics, we rise above confrontation and we address, on a
bipartisan basis, the great challenges and issues that confront
the republic. Sometimes it has been on issues of war and peace.
Sometimes it has been on issues of the rights and opportunities of
minorities and individuals within our country, once on the
salvation of the Union itself.

But there is a canny understanding in the American
political system that sometimes there are issues that are more
important than any of us, or perhaps all of us, taken together.
The preservation of the Social Security system is one of those
issues. And in the uniquely American way, those of us who
participate in government, Republicans and Democrats together,
public and private citizens, gather together and subordinated our
own views to those of the welfare of the majority.

Mr. President, I commend you, sir. I commend the
members of this Commission. I commend my colleagues in the
Congress, the committees directly involved and those members who
are so intimately involved in this sensitive political issue on a
successful conclusion of another chapter in the real greatness of
the American political system. That is, the subordination of our
own particular political ambition in favor of the greater good.

I thank you.

THE PRESIDENT: Thank you, gentlemen. And thank all of
you for being with us today. I know some of you have come a long
distance Jjust to participate in this ceremony. We have shared an
historic moment, for in signing these amendments into law, we've
restored some much needed security to an uncertain world.
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And I am now going over and sign, and as you can notice
how cold it is, twelve pens there are too cold -- they can only
sign one letter, each pen.

If my name came out to thirteen letters, I would have
misspelled it.

/S/Ronald Reagan
THE PRESIDENT: It's signed.

END 11:45 AM EST
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SOCIAL SECURITY AMENDMENTS OF 1983

Highlights of Major Provisions

Today, President Reagan signed into law the historic Social
Security Amendments of 1983. Based on recommendations by the
bipartisan Commission on Social Security Reform established on
December 16, 1981, the new law resolves both short- and long-term
threats to the Social Security system.

I. SOCIAL SECURITY CHANGES

Taken together, the provisions assure a balance of revenues
and expenditures that will eliminate the crisis that had been
facing the Social Security system in this decade and make
structural reforms which will bring the long-range costs of
the program into line with program revenues. The law
provides for a total of $166 billion during 1983-1989 in
additional taxes and income, and reduced expenditures. The
law also makes reforms that address the serious long-range
financing problems that the program had faced early in the
next century because of changing demographic factors.

Retirement Age/Reduction for Early Retirement -- Gradually
increases normal retirement age to 66 by 2005 and 67 by 2022.
The retirement age would increase by 2 months a year from
2000 to 2005 and from 2017 to 2022. Does not change age of
eligibility for Medicare or the availability of reduced
benefits at 62 (60 for widows).

Coverage of Newly Hired Federal Employees -- Covers Federal
employees hired on or after January 1, 1984, plus all Members
of Congress and the President, the Vice President, Federal
judges, and other executive level political appointees of the
Federal government effective January 1, 1984.

Coverage of Employees of Nonprofit Organizations -- Covers
current and future employees of private tax-exempt nonprofit
organizations effective January 1, 1984.




Prohibit Termination of Coverage of State and Local
Government Employees -- Prohibits States from terminating
coverage of State and local government employees if the
termination has not gone into effect by the date of
enactment. Also, permits State and local groups whose
coverage has been terminated to be covered again.

Shift Cost-of-Living Adjustments to Calendar Year Basis --
Delays the July 1983 cost-of-living adjustment (COLA) to
January 1984 and provides for future automatic COLA's on a
calendar year basis, with the increase payable in January,
rather than in July of each year. The SSI benefits increase
and SMI premium increase will also be delayed to January 1984
and placed on a calendar year basis.

Cost-of-Living Increases to be Based on Either Wages or
Prices (Whichever is Lower) When Balance in OASDI Trust Funds
Falls Below Specified Level -- "Stabilizer" -- Limits future
automatic increases to the lesser of the increase in wages or
prices when the ratio of the combined OASDI trust fund assets
to estimated outgo falls below a given percentage. The
"triggering" trust fund percentage is 15 percent through 1988
and 20 percent for 1980 and later.

The legislation also includes a catch-up provision for making
up for any benefit increases that are based on the lower wage
increases, when the trust fund ratio reaches 32 percent.

Eliminate Windfall Benefits for Persons Receiving Pensions
from Noncovered Employment -- For many workers who are first
eligible after 1985 for both a pension based on noncovered
employment, and Social Security benefits, applies a different
benefit computational method. Specifically, the 90-percent
factor now applied to average earnings in the first band of
the benefit formula would be replaced by a factor of

40 percent, after a 5-year phase-in. This reduction in
Social Security benefits would not exceed one-half of the
amount of the pension.

Lower the Withholding Rate Under the Earning Test for
Individuals Who Have Attained Full Retirement Age -- Beginning
in 1990, decreases the earning test benefit withholding rate
from §1 for each $2 of earnings over the annual exempt amount
to $1 for each $3 of excess earnings, for individuals who
attain full retirement age (age 65 in 1990).




Increase Delayed Retirement Credit -- Beginning in 1990,
gradually increases from 3 to 8 percent the delayed
retirement credit payable to workers who delay retirement
past age 65.

Amend the Government Pension Offset to Allow Spouses with Low
Government Annuities to Retain a Portion of Their Social
Security Spouse's Benefits -- Provides that for spouses and
surviving spouses who become eligible after June 1983 for
their public pension based on noncovered employment the

amount of the public pension used for purposes of the offset
against Social Security benefits will be reduced to two-thirds
of the public pension.

Taxation of Social Security and Railroad Retirement Tier 1
Benefits -- Beginning 1in 1984 subjects up to one-half of
Social Security (and railroad retirement tier 1) benefits to
the Federal income tax if income exceeds $25,000 for a single
taxpayer, or $32,000 for married taxpayers filing jointly.

Employee-Employer Tax Rate Schedule and 1984 Employee Tax
Credit -- Advances previously scheduled FICA tax-rate
increases for OASDI from 1985 to 1984, and advances part of
the scheduled 1990 increase to 1988. The new law also
provides, for 1984 only, a credit for employees against their
FICA tax liability of 0.3 percent of their wages.

Self-Employment Tax-Rate (SECA) Schedule and Credit -~
Increases tax rates on self-employment i1ncome for OASDI and
HI to equal the combined employee-employer rates. Provides
credits against SECA tax liability for 1984-89 equal to a
percentage of self-employment income. After 1989, the credit
will be replaced with special provisions designed to treat
the self-employed in much the same manner as employees and
employers are treated for Social Security and income tax
purposes under present law.

Allocations to the OADI and DI Trust Funds -- Provides a new
allocation schedule of OASDI taxes for employees and
employers, each, and the self-employed. The provision does
not raise any new revenue but shifts revenue from the DI
trust fund to the OADI trust fund. The effect of this
reallocation is to put the two parts of the program in
roughly comparable financial condition, with the DI program
being in slightly more favorable circumstances than OASI.

Interfund Borrowing -- Reauthorizes interfund borrowing among
the OASI, DI and HI funds for calendar years 1983-1987.




IIO

III.

Iv.

SUPPLEMENTAL SECURITY INCOME CHANGES

Increase in Federal SSI Benefit Standard and Change in Timing
of SSI COLA -- Effective July 1, 1983, increase the Federal
SSI benefit standard for individuals to $304.30 per month;
for couples to $456.40 per month; and for certain other
persons to $152.50 per month. In addition, SSI cost-of-
living allowances will now occur in January, rather than in
July, beginning with January 1984.

UNEMPLOYMENT COMPENSATION CHANGES

Modifies and extends for 6 months the Federal Supplemental
Compensation program which was due to expire March 31, 1983.
This program provides additional weeks of Federally financed
unemployment compensation benefits to jobless workers who
have exhausted all other State and Federal unemployment
benefits. ‘

PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT HOSPITAL SERVICES

Includes a major change in the method of payment under
Medicare for inpatient hospital services. Services would be
paid for on a prospective basis according to rates set by the
Secretary of HHS. A single payment amount would be paid for
each type of case, identified by the diagnosis group into
which each case is classified.
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| Social Security Amendments of 1983:
Legislative History and Summary of Provisions

by John A. Svahn and Mary Ross* \

This article traces the legislative history of the new law from
the report, on January 20, 1983, of the recommendations of the
National Commission on Social Security Reform (which
formed the basis of this legislation) to enactment, on April 20,
1983, of Public Law 98-21. It also analyzes the provisions of
Public Law 98-21, which, among other things, delay the annu-
al cost-of-living adjustments in benefits from July to January
of each year, make up to one-half of the benefits received by
higher-income beneficiaries subject to income taxes, gradually
raise the retirement age early in the next century, call for the .
earlier implementation of scheduled payroll tax increases, and
put new Federal employees under the Social Security program.
The legislation also establishes a new system of prospective
payment for hospital services under Medicare and extends sup-
plementary unemployment compensation benefits that other-

wise would have expired in March 1983.

On April 20, 1983, President Reagan signed into law
H.R. 1900 (Public Law 98-21), the Social Security
Amendments of 1983. In signing the bill the President
stated: '

This bill demonstrates for all time our Nation’s iron-
clad commitment to Social Security. It assures the
elderly that America will always keep the promises
made in troubled times a half a century ago. [t assures
those who are still working that they, too, have a pact
with the future. From this day forward, they have our
pledge that they will get their fair share of benefits
when they retire . .

Our elderly need no longer fear that the checks they
depend on will be stopped or reduced. These amend-
ments protect them. Americans of middle age need no
longer worry whether their career-long investment
will pay off. These amendments guarantee it. And
younger people can feel confident that Social Security
will still be around when they need it to cushion their
retirement,

The President noted that there had been great contro-
versy over how best to deal with the financing issues in
Social Security and hailed the legislation as a tribute to
bipartisan action and ‘‘a monument to the spirit of
compassion and commitment that unites us as a peo-

* Svahn served as Commissioner of Social Security from May 1981
to March 1983 and is currently Under Secretary of Health and Human
Services. Ross is with the Office of Legislative and Regulatory Policy,
- Office of Policy, Social Security Administration.

ple . . . . Each of us had to compromise one way or an-
other. But the essence of bipartisanship is to give up a
little in order to get a lot. And, my fellow Americans, [
think we’ve gotten a very great deal.”’ ‘

The 1983 amendments, passed in record time by the
98th Congress, represent a bipartisan effort to deal with
serious near-term and long-range financing problems
facing the Old-Age, Survivors, and Disability Insurance
(OASDI) program under prior law. Since 1975, expendi-
tures of the OASDI program had exceeded revenues and
it was anticipated that, without legislative action, it
would not have been possible to continue paying
OASDI cash benefits on time beginning in July 1983.
An estimated $150-$200 billion in increased revenues or
reduced expenditures.was needed to restore financial
viability through the 1980’s. Also, the program faced a
projected long-range deficit (the excess of average an-
nual expenditures expressed as a percentage of taxable
payroll for the next 75 years over average annudl tax
revenues for the samc period) of some 1.80 percent of
taxable payroll. The 1983 legislation includes provisions
for limiting the future growth in expenditures and in-
creasing revenues so that workers, employers, and bene-
ficiaries will share in measures 10 bring revenues and ex-
penditures into line both in the near term and over the
long range. _

The major QASDI provisions of the 1983 amend-
ments are substantially in line with the January 20,
1983, recommendations of the National Commission on
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Social Security Reform (NCSSR) ! and include:

)

2

3)

“4)

&)

(6

M

@®

€)

(10)

1 See pages 6-8 for lurther discussion ot the NCSSR and its recom-

Coverage of new Federal civilian employees and
most current executive level political appointees
and elected officials (including members of
Congress, the President, and the Vice Presi-
dent), and Federal judges, effective January
1984.

Coverage of employees of nonprofit organiza-
tions and a ban on the termination of coverage
of State and local and nonprofit employment.

Delay of the July 1983 Social Security cost-of-
living adjustment (COLA) to January 1984 and
a shift of future COLA’s to a calendar-year
basis (payable in January, rather than July, of
each year). The COLA’s for Supplemental Se-
curity Income (SS1) will be similarly delayed
and shifted, as will the date for increases in the
Supplementary Medical Insurance (SMI) pre-
mium. Also an increase in the SSI payment
standard of $20 per month ($30 for couples) is
effective beginning July 1983.

A *‘stabilizer” provnsnon under which aulomallc
annual benefit increases are to be based on the
lower of price or wage increases if trust fund
balances are low (less than 15 percent of outgo
for 1984-88, 20 percent thereafter) and are to be
adjusted later to reflect full cost-of-living in-
creases, if trust fund balances rise above 32 per-
cent.

Elimination of windfall benefits for certain
workers with pensions from noncovered em-
ponmenl and a gradual increase in the delayed
retirement credit from 3 percent to 8 percent per
year, fully effective after 2008.

Improvements in benefits for divorced spouses,
remarried disabled and divorced widow(er)s,
disabled widow(er)s aged 50-59, and certain
widow(er)s whose spouse dies many years be-
fore the survivor becomes eligible for benefits.

Inclusion of up to 50 percent of Social Security
benefits in the taxable income of higher-income
beneficiaries and transfer of resultant revenues
to the Social Security trust funds.

Revisions in Social Security tax rates: Acceler-
ating scheduled increases for employees and em-
ployers and providing a tax credit for employees
for 1984; increasing the rates for the self-em-
ployed to equal the combined employee/
employer rate and providing credits and deduc-
tions; and reallocating income between the
OASI and DI parts of the program.

Lump-sum reimbursement to the trust funds for
the cost of certain noncontributory military

wage credits and for unnegotiated Social Secu-
rity checks.

Additional NCSSR proposals including taxing
and crediting certain elective deferred com-
pensation, separation of Social Security trust
fund operations from the unified budget, inclu-
sion of two members of the public on the Board

mendations.

In addition,

of Trustees, and a study of establishing the So-
cial Security Administration as an independent
agency.

the amendments include significant

OASDI changes not spelled out in the NCSSR report:

()

03]

3)

(4)

Fail-safe financing mechanisms, including a
speedup in the crediting of Social Security tax
receipts to the trust funds, extension of inter-
fund borrowing authority (on a broader basis
than recommended by the Commission), and a
provision requiring the trustees to notify Con-
gress if the trust funds are expected to fall below
20 percent of annual expenditures and to advise
on the amount of tax increase or benefit reduc-
tion or combined measures needed to restore
trust fund balances.

Gradual increase in the age of eligibility for full
benefits to age 66 in 2009 and to age 67 in 2027.
The earnings test will also be modified so that
after 1990 a $1-for-$3 benefit withholding rate
will replace the present $1-for-$2 withholding -
for beneficiaries who have reached the age of
eligibility for unreduced retirement benefits.

Additional provisions affecting primarily de-
pendents and survivors, including elimination
of virtually all gender-based distinctions and
modification of the public (noncovered) pen-
sion offset (o provide that a person’s Social Se-
curity. benefit as a spouse or surviving spouse
will be reduced by two-thirds (rather than 100
percent) of the amount of any pension the per-
son has earned as a worker in noncovered em-
ployment.

Additional proposals with a relatively small im-
pact on revenues or expenditures, including
acceleration of payment of Social Security con-
tributions for State and local employment, lim-
itations on payments to certain aliens outside
the United States and to convicted felons in
prison, the expanded use of death certificates in
verifying benefit eligibility, and numerous other
miscellaneous and technical changes.

The 1983 legislation also includes tax provisions af-
fecting aged and disabled persons who are not benefi-

ciaries,

modifications in the SS1 program, provisions

for prospective payment for inpatient hospital services
under Medicare, and an extension of the Federal supple-
mental compensation provisions of the Unemployment
Compensation program. The major features of the sys-
tem of prospective payment for hospital services under
Medicare, which takes effect for hospital accounting
years beginning after September 30, 1983, are

(1)

Hospitals will be paid a price per discharge us-
ing diagnosis-related groups (DRG’s). For the
first 3 years, separate rates will be determined
for each of nine census regions; during this
time, there will be a blend of national and re-
gional DRG rates and each hospital’s cost base.
Separate payment rates will apply to urban and
rural areas.
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(2) The Secretary will provide additional payments
for ‘“‘outlier’ cases, determined by length of
stay as well as dollar threshold criteria. Total
payments for outliers will be no less than 5 per-
cent or more than 6 percent of total Medicare
payments for inpatient hospital care. (Outlier
cases are those involving extraordinary lengths
of hospital stays.)

(3) Capital expenses will be specifically excluded
from the prospective payment system until Oc-
tober 1, 1986. The rate of return on equity for
proprietary hospitals will be reduced from one
and one-half times the average rate of return on
the HI trust fund to one times the rate.

(4) Direct medical education expenses will continue
to be paid on a reasonable-cost basis; an adjust-
ment for indirect medical education costs will be
equal to twice the amount of the adjustment
used for the present law ‘‘section 223"’ limits on
Medicare reimbursement for providers.

(5) Beginning in October 1983, hospitals must enter
into agreement with a Peer Review Organiza-
tion (PRO) if one exists in the area. After Oc-
tober 1, 1984, hospitals will be required to have
an agreement with a PRO as a condition of re-
ceiving Medicare payment,

(6) The Secretary will be required to make Medi-
care payments under a State’s hospital cost con-
trol system if the system meets a number of
statutory requirements.

(7) A number of studies and reports to Congress on
various issues in prospective payment are re-
quired.

Part | of this article traces the development of the
NCSSR bipartisan package, which contained the major
Social Security coverage, benefit, and financing provi-
sions that were included in the 1983 legislation, and the
progress of these proposals, together with other Social
Security, SS1, and Medicare provisions, through the leg-
islative process. Part 11 contains a summary description
of each of the provisions of Public Law 98-21. Part 11
briefly describes the effects of the legislation on the fi-
nancial status of the OASDI and Medicare programs.

I. Background and Legislative History

By the end of the 1970’s, it was increasingly clear that
developing economic experience was significantly less
favorable than had been anticipated in 1977 when major
OASDI financing legislation was passed 2 and that the
program would experience significant difficulties in the
1980’s under then-current economic projections. In
June 1980, following enactment of the Social Security
Disability Amendments of 1980 (Public Law 96-265),
the DI part of the program was estimated to be in rela-
tively good financial condition, with income expected to

2 Sec John Snce and Mary Ross, **Social Security Amendments of

1977: Legislative History and Summary ol Provisions,”” Social Secu-
rity Bulletin, March 1978, pages 3-20.

exceed expenditures for all years after 1981 and a favor-
able lonig-range balance of 0.40 percent of taxable pay-
roll. However, the OASI part of the program was
projected to have serious financing shortfalls in both the
short and long term; the long-range deficit was esti-
mated to be 1.40 percent of taxable payroll.*

In October 1980, in Public Law 96-403, the Congress
made specific provision for a reallocation of Social Se-
curity tax revenues from the DI part of the program to
the OASI part of the program for the years 1980-81. In

' so doing, the Congress specifically noted the interim na-

ture of this provision and stated that further action

would be needed to deal with QASI financing in the

early 1980’s. The Committee on Ways and Means of the

House of Representatives noted in its report on the

legislation that the effect of the reallocation would beto

“*maintain sufficient reserves in the OASI fund to pay

benefits for approximately an additional year, from late -
1981 tolate 1982 . . . giving Congress additional time to
take further remedial action.”” The Committee on Fi-
nance of the Senate made a similar statement in its re-
port.

Thus, in 1981, when the 97th Congress convened and
the Reagan administration took office, Social Security
financing issues were a major concern. On February 18,
1981, in announcing his budget and “Program for Eco-
nomic Recovery’ consisting of measures (0 be taken
quickly to improve the economy and stem the growth in
Federal programs, President Reagan indicated that—in
addition to his immediate recommendations to the Con-
gress, including several OASDI proposals * —more
fundamental changes would be recommended later. The
following day, the then Secretary of Health and Human
Services, Richard S. Schweiker, in testimony before the
House Ways and Means Committee, announced that, as
one of his first actions as Secretary, he had established a
high-level group to review all aspects of the OASDI pro-
gram and consider a wide variety of reform proposals.
This group, which included representatives of the White
House, the Office of Management and Budget, and con-
gressional staffs and was headed by then Under Secre-
tary David B. Swoap, conducted an intensive 3-month
study of the issues confronting the Social Security pro-
gram. :

On May 12, Secretary Schweiker announced the cul-
mination of this activity in a widc-ranging package of
OASDI reform proposals,which he said ““will keep the
system from going broke, protect the basic benefit
structure, and reduce the tax burden of American work-
ers.”” ¥ The proposals, which are listed in Appendix A,

3 See “*Social Security Disability Amendments of 1980: Legislative
History and Summary of Provisions,”” Social Security Bulletin, April
1981, pages 14-31.

4 For information on proposals for 1981, see John A. Svahn,
**Omnibus Budget Reconciliation Act of 1981: Legislative History
and Summary ol OASD1 and Medicare Provisions,”” Social Security

Bulletin, October 1981, pages 3-24.
5 HHS News (press release), May 12, 1981,
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were generally designed to encourage work at later ages,
reduce ‘‘windfall’’ benefits, relate Disability Insurance
benefits more closely to work history and medical con-
dition, reduce welfare elements, and adjust financing
provisions. '

While the administration had been developing these
proposals and during early congressional considerations
of the administration’s legislative and budget proposals
for fiscal year 1982, there was considerable congression-
al interest in what further, longer-range proposals the
administration might advance. Although, as described
in the legislative history of the 1981 Omnibus Budget
Reconciliation Act,® there was substantial interest on
the part of the administration and the Congress in
prompt action on the immediate proposals, including
the OASDI proposals, that were a part of the Presi-
dent’s ‘‘Program for Economic Recovery,”’ there was
also concern that the administration’s QASDI proposals
as presented in February 1981 did not solve the near-
term financial problems facing the Social Security pro-
gram and did not fully address the major long-range
issues. This concern was particularly prevalent in the
Subcommittee on Social Security of the House Ways
and Means Committee, whose Chairman, Representa-
tive J. J. Pickle (D., Tex.) had indicated that he planned
to introduce a comprehensive Social Security bill and to
hold hearings covering the full range of Social Security
issues. Thus, several of the proposals included in the
- administration’s May 12 recommendations. had been
considered informally by the Subcommittee on Social
Security and were included in H.R. 3207, a Social Secu-
rity bill introduced by Chairman Pickle in April 1981.
Among the provisions in H.R. 3207 that were included
in the administration’s May 12 proposals were a delay in
the COLA, elimination of certain windfall benefits for
workers with pensions from employment not covered by
Social Security, elimination of the earnings test for
older beneficiaries, and interfund borrowing.’

Secretary Schweiker testified on the package of re-
forms before the Select Committee on Aging of the

House of Representatives on May 21, before the Social

Security Subcommittee of the House Ways and Means
Committee on May 28, and before the Subcommittee on
Social Security and Income Maintenance Programs of
the Senate Committee on Finance on July 7.8 However,

6 See John A. Svahn, op. cit.

7 H.R. 3207 was an omnibus Social Security bill containing: (a)
short-term changes that formed the basis for House consideration of
the Social Security legislation that was included in Public Law 97-35,
the Omnibus Budget Reconciliation Act of 1981; (b) disability changes
later considered as part of H.R. 6181 but 1,0t finally acted upon in the
97th Congress; and (c) long-range proposals, including a proposal for
a gradual increase in the age of eligibility for unreduced benefits from
65 to 68, which also were not acted on in the 97th Congress.

¥ Hearings were also held on the impact of the proposals on women,
on June 3, before the Task Foree on Social Security and Women of
the House Select Committee on Aging, and on their tinancing impact,
on June 16, betore the Senate Special Committee on Aging.

for the most part, the administration’s proposals were
not generally well received and litle serious attention
was given 1o the package as a whole. The most contro-
versial proposal was one that would have increased the
amount of the reduction for early retirement (before age
65). ‘

Although the administration indicated its willingness
to work with the Congress on possible modifications in
the reform proposals and its willingness to consider al-
ternative packages of proposals, it became clear that the
97th Congress would take no major action on Social Se-
curity reform. Therefore, in his September 24, 1981, ad-
dress to the Nation concerning his Economic Recovery
Program, President Reagan announced his intent to ap-
point a blue ribbon commission to review the issues fur-
ther:

To remove Social Security once and for all from poli-

tics, I am also asking Speaker Tip O’Neill of the

House of Representatives and Majority Leader in the

Senate Howard Baker to each appoint five members,

and 1 will appoint five, to a task force which will re-

view all the options and come up with a plan that as-
sures the fiscal integrity of Social Security and that

Social Security recipients will continue to receive their

- full benefits. ,

At the same time, the President announced that he
was asking the Congress to restore the Social Security
minimum benefit provision for current beneficiaries and
to provide for interfund borrowing authority ‘‘as a tem-
porary measure to give us time to seek a permanent
solution.”” In December 1981, the Congress acted to
modify the minimum benefit provisions of the 1981

~Omnibus Budget Reconciliation Act, to make other

modifications in the OASDI program, and to provide

for temporary interfund borrowing among the OASI,

DI, and Hospital Insurance (HI) trust funds.® The effect

of the borrowing provision was to assure the solvency of

the OASDI system through June 1983 without lessening

the need for basic changes to assure the solvency of the
system thereafter.

On December 16, 1981, President Reagan promul-
gated Executive Order 12335, which established the Na-
tional Commission on Social Security Reform (NCSSR)
to review the current and long-range financial condition
of the Social Security trust funds and to report its find-
ings and recommendations to the President and the
Congress by December 31, 1982. In announcing the ap-
pointment of the Commission, the White House stated:

Establishment of the Commission fulfills a pledge

made by the President in September to create a bi-

partisan task force to ‘work with the President and
Congress to reach two specific goals:

—To propose realistic, long-term reforms to put So-
cial Security back on a sound financial footing, and

9 See John A. Svahn, “Restoration of Certain Minimum Benefits
and Other OASD! Program Changes: Legislative History and Sum-
mery of Provisions,”” Social Security Bulletin, March 1982, pages

- 3-12. '
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—To forge a working, bipartisan consensus so that
the necessary reforms can be passed into law.'’

Appendix B contains an excerpt from Executive Order
12335. Appendix C lists. lhe members of th¢ Commis-
sion.

The NCSSR rev1ewed the extensive body of current
- views and analyses of the Social Security program, in-
. cluding the records of congressional héarings, the views
and comments of experts'in the field, and the reports of
the 1979 Advisory Council on Social Security and the
1981 National Commission on Social Security. In addi-
tion, it thor‘oug'hly examined a wide variety of alterna-
live approaches: to the issues facing the Social Security
system. It held nine public sessions throughout 1982.

At its final major substantive session, a 3-day meeting
in November 1982, the Commission agreed to a number
of major broad issues, but not on a specific plan for
dealing with the short- and long-term financing prob-
lems. The Commission agreed unanimously on the
magnitude- of the financing issue: The system needed
increased revenues or reduced expenditures of some
$150-%200 billion in the 1980’s and had a long-range
(75-year) deficit of 1.80 percent of taxable payroll. It
was also unanimous in the view that the financing prob-
lems should be solved without altering the fundamental
structure of Social Security or undermining its funda-
mental principles. In addition, there was strong senti-
ment (o the effect that the law should contain some
form .of financial ‘‘fail-safe’’—such as automatic in-
creases in revenues or reductions in expenditures—so
that the program could continue through future unfore-
seen crisis situations, and that there should be some
“‘stabilizer”” provision to help insulate the program
from economic uncertainties as (o the relative rates of
increases in wages and prices and 1o help maintain the
financial integrity of the program in times when wages
(and therefore tax income) might rise more slowly than
prices, upon which cost-of-living adjustments (COLA’s)
are based. _

The Commission also substantially agreed on several
specific proposals: coverage of certain payments under
deferred compensation plans, the establishment of more
current and easily understood trust fund investment
procedures, inclusion of two public members on the
Board of Trustees of the Social Security trust funds, re-
moval of Social Security trust fund operations from the
unified budget, and a study of the feasibility of estab-
lishing the Social Security Administration as an inde-
pendent agency. .

Although the Commission was close to agreement on
a number of major coverage, tax, and benefit pro-
posals, it was not able in November to formulate a
package of proposals that a majority could endorse; nor

% Puhlic Papers of the Presidents of lhe Umud States: Ronald
Reagan, 1981, puges | 138 dlld 1159,

was il able to reach agreement at its final formal meet-
ing on December 10. Efforts to arrive at such a biparti-
san agreement continued through December and into
January 1983 as President Reagan twice extended the
Commission’s reporting date by Executive Orders 12397
and 12402.

On January 15, the Commission announced that it
had reached agreement.'" The President, the Speaker of
the House, and other Members of the House and Senate
leadership issued statements endorsing the bipartisan
package as a whole, though each acknowledged that it
contained some provisions that were less attractive than
others. Also, each pledged to work for enactment of the
Commission’s overall package of proposals.

The NCSSR report, formally transmitted to the Presi-
dent and the Congress on January 20, 1983, contained

‘the following bipartisan package:

(1) Covering new Federal employees and employees
of tax-exémpt nonprofit organizations.

(2) Prohibiting withdrawals from coverage of State
and local employees.

(3) Delaying the 1983 Social Security COLA and
shifting future COLA’s to a calendar-year ba-
sis; increasing, in July 1983, the amount of So-
cial Security benefits that can be disregarded for
SSI purposes.

(4) Basing automatic benefit increases after 1987 on
the lower of the Consumer Price Index (CP1) or
wage increases if trust funds are less than 20 per-
cent -of outgo, with provision for catch- up in-
creascs if funds exceed 32 percent.

(5) Eliminating certain windfall benefits for per-
sons with pensions from noncovered employ-
ment.

(6) Increasing the delayed retirement credit gradu-
ally from 3 percent before 1990 to 8 percent by
2010.

(7) Provisions affecting primarily women: (a) con-
tinuing benefits of disabled and divorced
widow(er)s upon remarriage, (b) wage indexing
of deferred widow(er)s benefits, (c) paying
benefits to divorced spouses regardless of the
entitlement or payment status of the ‘eligible
worker, and (d) increasing the proporllon of the
worker’s basic benefit (primary insurance
amount, or PIA) payable to disabled wid-
ow(er)s aged 50-59.

(8) Counting, for income-tax purposes, one-half of
the Social Security benefits of higher-income
beneficiaries, with the revenues deposited to the
Social Security trust funds.

(9) Changing the Social Secunly tax schedules: (a)
shift forward scheduled increases for employees
and employers and provide a one-time income-
tax credit for employees for 1984, (b) increase

11 Twelve of the 15 members of the Commission endorsed this **bi-
partisan agreement.”” Those who did not were Representative Archer,
Senator Armstrong, and Mr. Waggonner. For a list of Commission
members, sce Appendix C.
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rates for the self-employed and provide an in-
come-tax deduction, and (c) reallocate OASI
and DI taxes. : _

(10) Authorizing interfund borrowing by OASDI
from HI. :

(11) Crediting the OASDI trust funds with lump-
sum payments representing (a) the cost of
noncontributory military wage credits and (b)
unnegotiated Social Security benefit checks.

Estimates prepared for the NCSSR showed that the
Commission’s proposals would reduce the revenue/ex-

penditure gap for 1983-89 by $168 billion and reduce

the long-range deficit of 1.80 percent of payroll by 1.22
percent.'? The supporters of the package were divided
as to how the remaining deficit (0.58 percent of payroll)
should be eliminated. Eight recommended a deferred,
gradual increase in the age of eligibility for unreduced
benefits and five supported a contribution rate increase
in the year 2010, with the employee share of the increase
offset by a refundable income-tax credit. :

Recommendations to the'CongreSs

On January 25, 1983, President Reagan addressed the -

Congress on the State of the Union and urged the Con-
gress to enact the NCSSR plan by Easter. He hailed the
overall plan as fair and workable, though he expressed
reservations about individual proposals. In the State of
the Union message, he said:

There are elements in it [the NCSSR plan], of course,
that none of us prefers, but taken together it forms a
package that all of us can support. It asks for some
sacrifice by all—the self-employed, beneficiaries,
workers, government employees, and the better off
among the retired—but it imposes an undue burden
on none. And, in supporting it, we keep an important
pledge to the American people; the integrity of the
Social Security system will be preserved—and no
one’s payments will be reduced.

The following day, the NCSSR recommendations
were introduced in Congress as S. 1, by Senator Robert
Dole (R., Kans.), a member of the NCSSR and Chair-
man of the Senate Committee on Finance, with 11 co-
sponsors.’’ The NCSSR consensus package was
incorporated in the administration’s budget and legis-
lative recommendations as submitted to the Congress on

12 The report included numerous supplemental views of individuals
and groups of members. For the supplemental views of Commission
members, see chapler 4 of- ““‘Report of the National Commission on
Social Security Reform,” Social Security Bulletin, February 1983,
pages 13-38.

13 At the same time, Senator Dole introduced S. 76, a bill reflecting
the proposal for increasing the normal retirement age that a majority
of the members of the NCSSR had supported. The bill provided for a
gradual increase in the age of eligibility for unreduced benefits to 66
(for workers reaching age 62 in 2000-12) with automatic adjustments
thereafter based on maintaining the ratio of retirement years to work-
ing years that existed in 1990.

January 29. The Committee on Ways and Means of the
House of Representatives promptly began hearings on
the proposals.

Although the administration’s budget did not reflect
any modifications to the NCSSR package as such, it did
include other recommendations that affected the Social
Security Amendments of 1983. The budget reflected an
across-the-board . delay in 1983 cost-of-living increases
in entitlement programs, including a shift in the date for
the SS1 COLA from July 1983 to January 1984. The
President’s budget also included a number of Medicare
proposals, including prospective reimbursement for in-
patient. hospital insurance services and modifications in
the formula for determining the Part B (SM1) premium,
and proposals relating to Unemployment Compensation
including the Federal supplemental compensation pro-
gram due to expire at the end of March 1983.

Action in the House of Representatives

Public hearings. On February | and 2, 1983, the
Committee on Ways and Means of the House of Rep-
resentatives heard testimony from members of the
National Commission on Social Security Reform.
Secretary Schweiker, accompanied by John A. Svahn,
Commissioner of Social Security,'® and Dr. Robert J.
Rubin, Assistant Secretary for Planning and Evalua-
tion, testified on the NCSSR proposals and on the
administration’s proposal for prospective payment
under Medicare on February 3. The issue of prospective
payment was considered by both the Congress and the
administration to be of urgency and the Social Security
bill was seen as a possible vehicle for this legislation
since it was expected to move quickly and was also in the
jurisdictions of the Ways and Means and Finance Com-
mittees.

With regard to Social Security, the Secretary referred
to the urgency and importance of restoring the fiscal
integrity of, and the public. confidence in, the Social
Security system. Further, he stressed the value of the
Commission’s work in reaching agreement on the kind
of legislation that was needed and praised its proposals
as ‘‘a carefully balanced effort to achieve a solution
that can be accepted by the American people as a fair
method of putting Social Security on a sound financial
basis.”’

The administration expressed a desire to work with
the committee on the resolution of matters left open in
the NCSSR report (such as elimination of the remaining
long-term deficit) and a desire to avoid upsetting the
delicate balance of the consensus package by making

14 During the preceding week, Secretary Schweiker had announced
his impending resignation and the President had nominated former
Representative Margaret M. Heckler to be Secretary and John A.
Svahn to be Under Secretary of HHS. (Under Secretary Swoap had re-
signed in December.) The new Secretary and Under Secretary were
confirmed by the Senate in early March 1983.
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rhajor modifications or recommending specific solu-
tions.

In testifying on the administration’s. proposals for
prospective payment to hospitals under Medicare, the
Secretary commended the committee on the provisions
of the Tax Equity and Fiscal Responsibility Act of 1982
(TEFRA), which laid the groundwork for further
permanent reforms.'* He also discussed the problems of
rising hospital care costs and the potential for dealing
with these problems, while maintaining quality of care,
through the incentive structure that prospective pay-
ment could provide. He described the five primary ele-
ments of the administration’s plan:

(1) Relating payment to output—oputting hospital

payment on a per-discharge basis using-diagnosis- .

related groups (DRG’s);

(2) Similar payment for similar service in a given
geographical area;

(3) Inclusion of all operating costs—although initial-

ly capital and medical education costs. would be
paid separately;

(4) Special provisions for cases involving extraordi-
nary lengths of hospital stays—the “‘outliers’’;
and ,

(5) Primary focus on short-term general hospitals—
the proposal would not affect long-term care
hospitals or children’s and psychiatric hospitals,
and special provision would be made for hospi-
tals classified as sole community providers.

In welcoming the administration witnesses, Chairman
Dan Rostenkowski (D., 111.) noted a number of unusual
circumstances surrounding congressional consideration
of the Social Security legislation that were indicative of
the high priority and expedited handling these proposals
were to receive. He described a very tight schedule of
public hearings and subcommittee and committee
markup sessions on ‘the. bill. Also, he indicated that
there were leadership agreements with other committees
(such as Appropriations) that might have a substantive
interest in some of the provisions under consideration
and with the Rules Committee to expedite consideration
of the measure on the floor of the House of Representa-
tives.. :

The Ways and Means Committee had anticipated the
need for new revised cost estimates since the assump-
tions underlying the 1982 Trustees Report were becom-
ing somewhat dated and those used in estimating the
NCSSR package and the budget in January might soon
be out of date also. Therefore, the commitiee requested
that, for purposes of the legislation, the 1983 estimates
should be prepared earlier than usual and the proposals
should be priced out on the basis of those estimates.
Estimatés based on this request were submitied to the
Congress on February 10 and 18, 1983, and showed
B For the provisions of this Act, see “‘Summary of Recent

Legislation Affecting SSI, OASDI, and Medicare,” Social Security
Bulletin. July 1983, pages 49:60. : :

that, while $150-$200 billion remained a reasonable
short-term target, the long-term deficit under the 1983
assumptions was 2.09 percent of taxable payroll, rather
than 1.80 percent under the 1982 assumptions. (Also,
new estimates were prepared for the NCSSR proposals
which showed that they would reduce the long-range
deficit by 1.41 percent of payroll, rather than 1.22 per-
cent as under the earlier estimates.)

Also',‘with regard to the near. ler;'l, the new estimates
showed that there could be severe cash-flow difficulties
‘under the NCSSR package in the period 1983-89. It was
possible, however, to overcome this difficulty by credit-
ing the trust funds with revenues anticipated in a given

~ month at the beginning of the month (rather than on a

daily basis throughout the month)—a process referred
1o as ‘‘normalization”’ of tax transfers to the trust
funds. Also, the new estimates included the Hospital In-
surance program—an area not directly addressed by the
NCSSR—using projections reflecting continuation of
savings due to the TEFRA provisions on hospital reim-
bursement. Overall, however, on the basis of these offi-
cial estimates, the committee was faced with the need to
adopt revenue increases or expenditure reductions by
the end of 1989 of some $115 billion (under the 1983 in-
termediate Alternative 11-B assumptions) to $200 billion
(under the more pessimistic Alternative 111 assumptions)
and to deal with a long-range deficit of about 2.09 per-
cent of taxable payroll.

‘In addition, in anticipation of the rapidity with which
major Social Security legislation might move through
the Congress in 1983, the Subcpmmittee on Social Se-
curity had held hearings in December 1982 on H.R.
7326, a bill introduced by Subcommittee Chairman J. J.
Pickle (D., Tex.), that contained proposals relating to
financial management (such as crediting the trust funds
for unnegotiated checks and modifying trust fund in-
vestment procedures) and gender-based distinctions in
the Social Security program (such as had been passed by
the House in 1977 but not included in the final Social
Security bill that year '6) and a number. of administra-
tive, technical, and miscellaneous proposals that had
been under consideration by the administration and the
Congress for some time. On December 6, 1982, Deputy
Commissioner Paul B. Simmons, testifying on behalf of
the administration, had indicated that the proposals
were generally acceptable to the administration. Repre-
sentative Pickle reintroduced them in 1983 (H.R. 660)
for consideration along with the major Social Security’
proposals of the NCSSR and the administration.

Public hearings on the NCSSR package continued be-
fore the Subcommittee on Social Security, with Mem-
bers of Congress testifying on February 4, and members
of the general public testifying the following week. Al-
s0, on February 9, members of the NCSSR and, on

16 *‘Socia! Security Amendments of 1977: Legislative History and
Summary of Provisions,”’ op. cit., pages 3-20.
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behalf of the administration, Louis D. Enoft, Deputy 1o
the Deputy Commissioner ol Social Sccurity, testified
on the SSI aspects of the proposals betore the Subcom-
mittee on Public Assistance and Unemployment
Compensation. General interest was expressed in the
potential interaction of the administration’s proposal 1o
delay the SS1 COLA with the NCSSR proposals for de-
laying the Social Security COLA and providing a new
$30 disregard for SSI recipients with Social Security
income in July. There was also concern that additional
changes might be needed for SSI recipients who were
not also eligible tor Social Security.

Subcommittee markup sessions.

Social Security (OASDI). The Subcommittee on So-
cial Security of thé House Committee on Ways and
Means completed markup sessions on the dratt bill in 2
days, February 22 and 23, and submitted its recom-
mendations to the full committee. During markup ses-
sions, there was close scrutiny of a number of the
proposals and various far-reaching alternative plans
were considered.

Coverage: The subcommittee agreed to the NCSSR
proposals for-(1) mandatory coverage of newly hired
Federal employees after 1983, (2) mandatory coverage
of tax exempt nonprotit organizations, and (3) barring
future terminations of employees ot State and local
governments. In addition, they agreed on (1) providing
immediate (January 1984) coverage for incumbent
Members ot Congress and high administration officials,
sitting Federal judges, and legislative employees not al-
ready under the Civil Service system, (2) making special
provision for deemed insured status tor older employees
of nonprofit organizations to which coverage was newly
extended, (3) barring terminations of coverage for em-
ployees of nonprofit organizations, and (4) allowing
State and local groups that had terminated coverage in
the past to become covered again if they so choose.

Also, to help clarify the intent of the basic @overage”
proposal and the relationship between Social Security
coverage and protection under the Civil Service Re-
tirement System (CSRS), the subcommittee approved
language for inclusion in the Ways and Means Commit-
tee report stating:

This provision of your Committee’s bill does not, and
is not intended to, affect in any way the existing civil
service retirement provisions or the applicability of
such provisions to the newly covered employees and
Members of Congress. Federal employees affected by
the provision, including Members ot Congress, who
choose to participate in the civil service retirement
program will continue to contribute the full amount
to the Civil Service' Retirement Fund as required by
existing provisions of law, until those provisions are
modified by the Congress.

The members of your Committee are firmly com-
mitted to the proposition that Federal employees are
entitled to comprehensive retirement protection and

that a supplemental pension plan should be enacted
for Federal employees which would provide such pro-
tection. Development of such a plan is the respon-
sibility of the Committee on Post Otfice and Civil
Service, whose Chairman has expressed a similar
commitment to developing a supplemental plan.

The subcommittee considered but did not adopt
proposals 10 (1) extend coverage to Federal employees
with less than 5 years, or, alternatively, less than 15
years ot Federal service and (2) provide for mandatory
coverage of only new employees of nonprofit organiza-
tions.

Delay of COLA: The subcommitiee adopted the
NCSSR recommendation and a proposal, for purposes
of the 1983 benefit increase only, 10 waive the require-
ment that there must be an increase in the Consumer
Price Index (CPI) of at least 3 percent.'” 1t also agreed
to the NCSSR stabilizer provision with a pay-back pro-
vision that would,-on a prospective basis, restore benefit
levels for those affected by less than full cost-of-living
increases. The subcommittee rejected proposals to (1)
prorate the COLA for the year of first eligibility based
on the date the worker became eligible for benefits (or
died), and (2) shift the effective date of the stabilizer
provision from 1988 as recommended by the NCSSR to
1985.

Windfall benefits: The NCSSR had suggested two al-
ternative approaches for reducing windfall benefits of
workers with pensions from noncovered employment—
one based on calculating average earnings as though the
noncovered work had been covered and one based on
modifying the weighting in the Social Security benefit
formula for workers with pensions based on noncovered
work. The subcommitiee agreed with the latter ap-
proach on advice that the former method would pose
nearly insurmountable administrative problems and
that generally similar results could be achieved through
reducing the heavy weighting in the first part of the
benefit formula.

Income tax treatiment of benefits: In recommending
taxation of 50 percent of the Social Security benefits for
individuals with adjusted gross income (AGl) of
$20,000 or more (325,000 for couples), the NCSSR
recognized further work would be needed to avoid a se-
vere ‘‘notch’’ effect for beneficiaries with AGI only
slightly above these levels and that a number of other as-
pects of the proposal would need to be worked out. To
overcome the ‘‘notch’ situation in the NCSSR
proposal, the subcommittee worked out a plan for in-

17 In late February. the rate of increase in the CPI was very low and
there was some thought that if fuel costs were to drop sharply, the CPI
tor the first quarter of 1983 might not be 3 percent higher than the
CPI for the comparable period in 1982. Since enactment of Public
Law 98-21, the CPI tor all 3 moriths of the first quarter of 1983 has
become aailable and, on the basis of the increase in the CP1 since the
first quarter of 1982, the COLA for December 1983 will be 3.5 per-
cent.
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cluding halt ot the benefits in income used to determine
the extent to which benefits would be taxed and increas-
ing the threshold to $24,500 for individuals ($31,500 for
couples). Also, tollowing the precedent in existing law
governing the income tax treatment of Unemployment
Compensation benefits, the subcommittee plan pro-
vided for a $0 AGI threshold tor married couples tiling
separately.

The subcomniittee considered, but did not adopt,.

proposals (1) to retain the present nontaxable status of
Social Security benefits and (2) to treat Social Security
benefits more like other pensions by exempting from
taxation only an amount equal to the individual em-
ployee’s own contributions. ‘

Social Security tax schedules: After consideration of
a proposal to delete the income tax credit tor employees
and one to extend it to employers, the subcommittee
agreed to the NCSSR proposals to (1) move the pre-
viously scheduled 0.3 percent rate increase (from 5.4
percent for OASDI to 5.7 percent) forward from 1985
to 1984, (2) provide an employee Social Security tax
credit for 1984 equal to the Social Security tax in-
crease,'® (3) increase the rate to 6.06 percent in 1988,
thus advancing part of the increase to 6.20 percent pre-
viously scheduled for 1990, and (4) make half of the So-
cial Security tax of the self-employed deductible for
income tax purposes. The subcommittee decided to set
the Social Security tax rate for the self-employed equal
to the combined employee-employer rate for HI as well
as OASDI and to provide a 0.3 percent Social Security
tax credit for the self-employed for 1984, comparable to
that provided for employees.

Other NCSSR proposals: The subcommittee agreed
to the remaining NCSSR proposals—with the following
exceptions: (1) removing trust fund operations from the
unified budget, (2) including public members on the
Boards of Trustees, and (3) taxing contributions to cer-
tain deferred compensation plans. With regard to the
unified budget, there were significant jurisdictional con-
siderations involving the House Budget Committee that
were left for resolution to the full committee; the Social
Security Subcommittee simply agreed to a provision re-
quiring the separate display of trust fund transactions in
the budget. In agreeing to the study of establishing
Social Security as an independent agency, the subcom-
mittee agreed that the study should address the teasibili-
ty as well as the implementation ot such a plan. Also,
the subcommittee adopted a modification ot the pro-
posal relating to trust fund investments to permit pay-
ment of interest rates based on short-term Treasury
issues (those with maturities of less than 4 years) if such
rates were higher than the prevailing long-term rates.

18 Presumably for purposes of simplicity, the employec tax credit
was designed as a credit against the Social Security tax, with the cost
being borne by general revenues, rather than as a refundable income-
tax credit as recommended by the NCSSR,

)

Other technical provisions: The subcommittee adopt-
ed (1) most of the provisions in the Pickle technical bill,
(H.R. 660); (2) a proposal to modify the public pension
offset so that Social Security spouse’s or surviving
spouse’s benefits would be reduced by one-third (rather
than 100 percent) of any pension the individual had
based on his or her own work in noncovered public em-
ployment; and (3) some additional minor and technical
provisions were also adopted.

Fail-safe: Some members of the subcommittee ex-
pressed concern that the provision for normalization of
tax transfers—crediting the trust funds at the beginning
of the month with revenues to be received during the
month—was a tacit general revenue subsidy. The sub-
committee agreed to the provision nonetheless and
defeated an amendment that would have required the
payment of interest by the trust funds on such nor-
malized tax receipts. Concern was also expressed that
extension of the interfund borrowing authority, with
possible further borrowing from the HI trust fund,
might cause a delay in repayment of funds already
borrowed and/or weaken the financing of the HI pro-
gram. Therefore, the subcommittee included safeguards
to assure timely repayment of amounts borrowed and to
preclude borrowing from any fund that was low.

The subcommittee considered but rejected a proposal
to give the Social Security trust funds authority for
short-term borrowing from the general funds of the
Treasury as a means of assuring that there would always
be funds available to meet benefit payments on a timely
basis. Instead, the subcommittee adopted provisions
requiring the Managing Trustee to (1) notify the Con-
gress in the event that he determines that borrowing

“from the general fund is necessary to assure timely bene-

fit payments and (2) submit a possible general fund bor-
rowing plan that would include provisions for full
repayment within 2 years. Such a plan could not take
effect without explicit congressional approval.
Long-range deficit: To eliminate the remaining
deficit of 0.68 percent of taxable payroll, the subcom-
mittee adopted a proposal that included both a future
benefit reduction and a future tax increase. This two-
part, long-range proposal would have (1) gradually re-
duced initial benefit levels (replacement rates) by about
5 percent through reduction of benefit formula factors
over the period 2000-07 (for a saving of 0.40 percent of
taxable payroll) and (2) increased the Social Security tax
rate in 2015 from 6.20 percent for employees and em-
ployers each to 6.44 percent each (for an increase in
revenues equivalent to 0.28 percent of payroll over the
long range). This proposal was agreed to after the sub-
committee had considered alternatives that would have

provided for gradually increasing the age of eligibility

for unreduced benefits after the turn of the century and
agreed that such proposals should be brought up later
before the full committee.
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The subcommitiee also considered., but did not agree
1o, several alternative comprehensive proposals  de-
signed to meet the fong-range deticit. These proposals,
offered by Representative Archer (R., Tex.), the rank-
ing minority member on the subcommittee and a mem-
ber of the NCSSR who had not subscribed 1o the
bipartisan package, included separate packages that
would have

(1) increased the normal retirement age (the age at
which unreduced benetits are paid) to 66 in 2010
and 67 in 2020, with automatic adjustments 10
changes in longevity thereafier, and climinated
the earnings test for persons who attained. retire-
ment age in 2001;

(2) increased the delayed retirement credit from 3
percent to 8 percent per year, increased (he redue-
tion for early retirement (at age 62) from 20
percent to 30 percent (with liberalizations in the
disability and SSI provisions for workers aged
62-65), liberalized the earnings test, and—if
experience were 1o show that the average age at
retirement  had not increased—gradually in-
creased the retirement age for full benefits begin-
ning in 1995, a plan based on a “*'work promotion
program” advanced by the American Associa-
tion of Retired Persons;

(3) gradually reduced the factors in the benefit
formula by 10 percent over the period 1990-99;
and

(4) incorporated, beginning in the 1990°s, provisions
based on a plan prepared by Michael Boskin,
Professor of Economics at Stanford University,
and advanced by the National Federation of In-
dependent Business that would generally shift
“social adequacy’” aspects ot Social Sccurity to
general tund financing (and provide payments
through a revised needs-based program), relate
retirement benefits directly 1o the worker’s 1ax
contributions, and include clements ol an
carnings-sharing system.

The subcommittee also considered and did not agree to
an alternative plan involving the use of part of a
worker’s Social Security contributions for the purchase
ol special “*Social Security bonds.™ :

Supplemental Security Income: Meanwhile, the Sub-
commitiee on Public Assistance and Unemployment
Compensation held markup sessions on SSI and Unem-
ployment Compensation. With regard to SSI, there was
general agreement that, on an ongoing basis, the SSI
and Social Sccurity COLA’s should occur at the same
time. However, concern was expressed about protecting
SSI recipients who were not also Social Security benefi-
ciaries (and who would not, therefore, benetit from the
NCSSR proposal for a new $30 SSI disregard of Social
Security benelit income) from the effect of a delay in the
July 1983-COLA’s 10 January 1984.

Alter exploring various alternatives, the subcommit-
tee agreed, on February 24, (o provisions that would

(1) Shitt the July 1983 SSI COLA (0 January 1984

and continue 1o provide January COLAS there-
atier at the same time as Social Security COLA'S
and in the same amounts;
Provide for a one-time ¢July 1983) ticrease in the
SSI payment standard For all recipients of' $20 per
month for individuals ($30 for couples); ' and
(3) Provide an additional option for States to meet
the passthrough requirement by allowing them to
substitute the supplementary payment levels in
effect March 1983 for those in effect December
1976 as the basic payment levels the States must
maintain. With regard 1o the increase in the Fed-
eral SSI standard in July 1983, the provision
would have required the States to pass through
only as much as would have been required if the
SSECOLA were not changed to January 1984.

—
to
~—

Medicare: The Subcommitiee on Health marked up
its part of the package on February 24, focusing almost
exclusively on the prospective reimbursement aspects of
the administration’s Medicare proposals. The subcom-
mittee adopted the following modifications in the ad-
ministration’s prospective payment proposals:

(1) There would be two standard rates tor each diag-
nosis-related group—one for urban and one for
rural hospitals.

(2) The adjustment for indirect costs of medical edu-
cation ' would be doubled.

(3) For the first year only, 50 percent of each
hospital’s payment amount would be determined
based on prospective payment and 50 percent
would be determined by the per-discharge
amount represented by the hospital’s growth rate
under TEFRA, subject 1o section 223 hmits.

(4) For tiscal years 1984 and 1985, payment amounts
" would be increased annually by the hospital mar-
ket basket index plus 1 percent. However, there
would be an overall limitation designed 10 main-
tain budget neutrality. Beginning with fiscal year
1986, a panel of independent experts would be
convened 1o review the appropriateness of the up-
date factor and would make recommendations to

the Secretary.

(5) The Secretary would be authorized 10 make
Medicare payments under a hospital cost contain-
ment system in those States in which the Siate
system met certain requirements. .

(6) The Secretary would be authorized to issue regu-
lations providing for exceptions and adjustments
as deemed appropriate (including public and
teaching hospitals).

(7) The Secretary would submit 1o Congress within 1
year legislative recommendations for including
capital-related costs and return on net equily
under prospective payment.

(8) -Only the adequacy ot the amount of the payment
and the establishment of the DRG classification
would be specifically excluded from administra-
tive and judicial review.

19 The increases in the SSI payment standard took into account the
application of the delay of the COLA to the SSI program and replaced
the NCSSR proposal Tor a $30 disregard of Social Securiy increase.
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(9) Hospitals would be required to contract with a
utilization and quality control peer review organi-
zation as a condition of receiving payment under
Medicare.

The subcommittee also agreed that the date for changes
in the Supplementary Medical Insurance (SMI)
premium—the monthly amount paid by aged and dis-
abled persons who are enrolled in the SMI part of the
Medicare program—should be shifted, with the Social
Security COLA increases, from July to January of each
year. The SMI premium is generally deducted from a
person’s Social Security cash benefits and increases in
the premium have traditionally been timed to coincide
with increases in the cash benefits. (The date for in-
creases in HI premiums paid by certain persons enrolled
in the HI program but not eligible for cash benefits was
also shifted from July to January.)

Thus, by the week of February 28, the various sub-
committees had completed action on their parts of the
legislation dnd the entire package was ready for con-
sideration by the full committee.

Markup sessions by the full Ways and Means Com-
mittee. The Committee on Ways and Means held mark-
up sessions on the proposals as submitted by the various
subcommittees on March 1 and 2. The committee
agreed to most of the provisions as reported by the sub-
committees.

Social Security (OASDI).

Coverage: The committee agreed to the subcommit-
" tee provisions with two modifications: (1) a provision
applying the earnings test to pay received by retired
judges who assume a judicial workload, and (2) a phas-
ing-in of the subcommittee’s provision dealing with
deemed insured status for newly covered older em-
ployees of nonprofit organizations. The committee also
defeated proposals to (1) delete coverage of Federal em-
“ployees and provide instead a general revenue contribu-
tion equal to the Social Security tax that would have
been paid with respect to Federal employment and (2)
allow members of groups who objected to coverage on
religious grounds (for exampie, the Amish) to opt out.

Delay of COLA’s: Asin the subcommittee, there was
little discussion of the proposed COLA delay but some
concern was expressed as to whether more fundamental
changes should be made to safeguard the future stability
of the program. Some members thought the stabilizer
provision, under which the annual benefit adjustment
would be based on the lower of CPI or wage increases if
the trust fund ratios were low, should take effect earlier
than 1988. However, no change was agreed to.

Income tax treatment of benefits: The committee
further modified the provisions for taxing benefits by
(1) rounding the tax threshold amounts to $25,000
($32,000 for couples) and (2) clarifying that the provi-
sions extended to Tier | (and not Tier 1) benefits under
the Railroad Retirement program. The commitiee also

considered the possibility that the small differential be-
tween individuals and couples might result in a ‘‘mar-
riage penalty’’ and that the $0 threshold for couples
filing separate returns might seem unfair. However, no

adjustments were made in these thresholds.

Social Security tax schedules: For the self-employed,
the committee adopted a schedule of Social Security tax
credits amounting to 1.8 percent for 1984 and 1.9 per-
cent thereafter, in lieu of the income-tax deduction in
the subcommittee bill. These credits would apply
against the Social Security tax liability, with the cost be-
ing met from general revenues. The committee rejected
proposals to (1) provide a more gradual schedule of So-
cial Security tax increases for the seif-employed, (2)
eliminate the increase in the Hospital Insurance (HI) tax
rate for them, and (3) provide an employer tax credit for
1984.

Other NCSSR proposals: When the committee re-
viewed the issue of removing Social Security trust fund
operations trom the unified budget, Representative
Jones (D., Okla.), Chairman of the House Budget Com-
mittee (a member of the Ways and Means Committee,
though not a member of its Subcommittee on Social Se-
curity) indicated that he could accept a proposal to re-
move the trust fund operations from unified budget
totals. The subcommittee proposal for a separate budg-
et category for the trust funds was modified to achieve
this resuit.

The committee also agreed to amendments relating to
the Social Security tax treatment of (1) employer contri-
butions to simplified employee pension (SEP) plans, (2)
contributions under certain deferred compensation
plans (as recommended by the NCSSR) and cafeteria
plans, and (3) contributions for tax sheltered annuities.
In addition, the commitiee agreed to an amendment
codifying the Supreme Court decision in Rowan
Companies, Inc. v. United States (1981) that the value
of meals and lodging furnished to an employee for the
convenience of the employer is not wages for Social Se-
curity coverage and tax purposes. Codification of this
decision provides a clear statutory precedent for differ-
ent treatment of the same income for Internal Revenue
Service and Social Security purposes.

Other technical provisions: The committee generally
agreed with the technical provisions included in the sub-
committee bill. In addition, the committee considered
and rejected on a 16-16 tie vote a proposal to limit the
payment of Social Security benefits to aliens outside the
United States. When this proposal was not agreed to,
Representative Pickle, Chairman of the Subcommittee
on Social Security, indicated that the subcommittee

- would hold hearings later in the vear on the subject of

payment of Social Security benefits to aliens and to
others outside the United States.

Fail-safe: The committee modified the fail-safe
provisions to (1) provide for the payment of interest by
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the trust tfunds to the general fund with respect to
normalized tax transfers and (2) replace the specific ref-
erences to recommendations by the Managing Trustee
of a plan for general fund borrowing with a reference to
whatever recommendations the Board ot Trustees might
make to deal with seriously low trust tund balances. The
committee rejected a proposal to delete the provision
tor normalized tax transfers and substitute authority for
short-term borrowing from the general fund.

Long-range deficit: The committce agreed to report
the subcommittee provision for both increasing Social
Security taxes and reducing benetits in the next century
to deal with the long-range deficit. However, there was,
discussion of alternatives involving (1) paving less than
the tull COLA to beneficiaries under the normal retire-
ment age as is done in the CSR system, (2) revising the
benefit formula and relating benelits to length of service
under Social Security, and (3) other alternatives similar
to those that had been considered in the subcommittee.
Also, several members expressed a preference tor -a
gradual increase in retirement age over the two-pronged
approach the subcommittee had adopted.

Chairman Rostenkowski assured the members of the
committee that there was an understanding with Repre-
sentative Claude Pepper (D., Fla.) Chairman of the
Rules Committee and a member of the NCSSR, that
two amendments would be in order when the Social
Security bill was considered on the House floor: amend-
ments (o strike the long-range provisions of the
committee bill and to substitute, alternatively (1) a pro-
posal to eliminate the long-range deficit solely by

" increasing the retirement age or (2) a proposal to elim-
inate the deficit solely through increasing taxes in the
21st century. With this understanding, the committee
agreed to report out the bill with the long-range
provisions as recommended by the subcommittee for a
tax increase in 2015 and a gradual S-percent reduction in
initial benefit levels.

Supplemental Security Income: The committee also
considered and moditied the SSI provisions that had
been recommended by the Subcommittee on Public As-
sistance and Unemployment Compensation. The com-
mittee modified the passthrough provision so that it
would require, rather than allow, States to maintain
their March 1983 payment levels, and it also adopted
additional amendments to

(1) Allow up to 3 months (in any 12-month period)
of SSI payments to individuals who are tempo-
rarily residing in public emergency shelters for
the homeless; and

(2) Disregard, as countable income, in-kind as-
sistance provided by private nonprofit organiza-
tions to recipients of SSI and Aid to Families with
Dependent Children (AFDC).

Medicare: The committee made the following mod-
ifications in the subcommittee’s recommendations:

(1) Separate DRG rates would be established for
each of the nine census divisions. which addi-
tionally would be broken down by urban and
rural rates. This regional formula would **sun-
set’” after the tourth year unless Congress took
action to maintain it.

(2) The system would be phased in over a 4-year peri-
od. Twenty-five percent of the payment would be
determined under the prospective system in the
first year, 50 percent in the second, 75 percent in
the third. The remainder of the payment would
be determined on the hospital’s per-discharge
amount established under TEFRA.

(3) At least 4 percent of the cases would be treated as

~outliers (atypical cases).

(4) The report on including capital-related costs and
return on equity would be due by December 31,
1983. The return on equity for proprietary hospi-
tals would be phased out over a 4-year period.

(5) The administration’s fiscal year 1984 proposal
that prohibits payment under Part B for inpatient
services (other than physician services) was ap-
proved. 1f the hospital had such arrangements in
effect betore October 1982, the Secretary could
continue the billing arrangements during the
transition period. '

(6) The Secretary of HHS would be required to col-
lect data in 1984 on physician charges in each
DRG. The Secretary would make recommenda-
tions by January 1, 1985, on the advisability and
feasibility of including physicians’ payments in
DRG’s.

The committee biil was introduced as H.R. 1900,
““The Social Security Act Amendments of 1983,” on
March 3, and was formally reported to the House on
March 4. Cost estimates for the OASDI provisions of
the committee bill showed that it would increase reve-

-nues and reduce expenditures by a total of $165 biilion

through 1989 and produce a positive long-range balance
of 0.03 percent of taxable payroll.

Action in Rules Committee. On March 8, 1983, the
Rules Committee of the House of Representatives con-
sidered and reported to the House floor H.R. 1900, with
a modified closed rule. Under the rule, only the fol-
lowing substantive amendments, which would be con-
sidered as substitutes for the committee’s long-range
financing provisions, would be in order:

* Anamendment, to be sponsored by Representative
J. J. Pickle, Chairman of the Social Security Sub-
committee of the Ways and Means Committee, to
eliminate the long-range deficit solely by increasing
the age of eligibility for unreduced retirement
benefits; and

* Anamendment, to be sponsored by Representative
Claudc Pepper, Chairman of the Rules Committee
and member of the NCSSR, to substitute a provi-
sion to eliminate the long-range deficit solely by in-
creasing Social Security payroll tax rates beginning
in 2010.
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Before adopting the rule, the committee defeated a
proposal that would have permitted consideration of
certain other amendments to the bill: (1) a delay in the
effective date of coverage of newly hired Federal em-
ployees and other Federal officials (including Members
of Congress) under Social Security or (2) elimination of
the entire provision relating to coverage of Federal em-
ployees. '

House floor action. On March 9, the House of Repre- -

sentatives debated the Social Security bill. The general
debate focused on the fact that, although there were
many provisions in H.R. 1900 that individuals or certain
groups might find troublesome, there was an overriding
need to deal effectively with the Social Security financ-
ing issues. The retirement age proposal offered by Rep-
resentative Pickle, which called for increases in the age
at which full retirement benefits are payable to age 66 by
the year 2009 and to age 67 by the year 2027, was ap-
proved by a vote of 228-202. Under the amendment, re-
duced retirement benefits would continue to be paid
beginning at.age 62, but the maximum reduction would
increase from 20 percent to 25 percent by 2005 and to 30
percent by 2022. Also, the provision called for a De-
partmental study, by January 1, 1986, of the possible
effects of the increase in the retirement age, especially
with respect to workers who for health or other reasons
could not extend their working careers.

The House then debated the substitute amendment
offered by Representative Pepper to raise the OASDI
tax rate from 6.20 percent to 6.73 percent beginning in
2010. This amendment was defeated by a vote of
296-132. Had the amendment passed, it would have
superseded Representative Pickle’s amendment. The
House then rose (Social Security bills are generally de-
bated, as was H.R. 1900, by the House sitting as a Com-
mittee of the Whole) and voted (230-200) to consider
the bill as reported by the Ways and Means Committee
and as amended by the Pickle retirement-age proposal.

During the general debate, Chairman Rostenkowski
stated that there was nothing in the legislation that
would harm the Federal employees retirement system,
and gave assurance that the protection of those in the
Civil Service Retirement System would not be impaired.
Representative Ford (D., Mich.), Chairman of the
House Post Office and Civil Service Committee, indi-
cated his intention to develop a supplemental civil serv-
ice plan that would be fair to new workers coming into
the system and would not impair the integrity of the
Civil Service fund.

The House then passed H.R. 1900, as it had been
amended, by a vote of 282 to 148, on the evening of
March 9. ’

Provisions of House-passed bill

Provisions based on NCSSR recomimendations:

(H

2)

3)

4)

(5)

(6)

(M

®)

9

(10)

Iy

(12)
(13)

(14)

(15)

(16)

(17)

Mandatory coverage of new Federal employees
and current Members of Congress, the Presi-
dent, the Vice President, current legislative em-
ployees not under the Civil Service Retirement
System, and most current executive-level po-
litical appointees, including current Federal
judges, effective January 1984.

Mandatory coverage of employees of nonprofit
organizations, with a provision for deemed fully
insured status for older employees affected by
the change, effective January 1984, and a pro-
hibition against coverage terminations.

Prohibition of State and local coverage termina-
tions and removal of prohibition against cover-
age of previously terminated entities.

Delay in the 1983 COLA for 6 months and shift
in future COLA’s (including both Social Secu-
rity and SSI COLA’s and Medicare premium in-
creases) to a calendar year basis.

Stabilizer provision for basing Social Security
and SSI benefit increases on lesser of CPI or
wage increases if after 1987 trust fund ratios fell
below 20 percent of expected outgo (with pros-
pective catch-up provision if trust fund ratios
then rose above 32 percent).

Windfall benefit provision for workers with
pensions from noncovered employment that
would apply a less weighted Social Security
benefit formula, using 61 percent rather than 90
percent of average indexed monthly earnings in
the first bracket of the benefit formula.

Gradual increase in the delayed retirement cred-
it from the present 3 percent per year for work-
ers reaching age 65 before 1990 to 8 percent per
year for workers reaching the age of eligibility
for unreduced benefits in 2009 or later. Reduc-
tion from 72 to 70 in the'age beyond which no
delayed retirement credits can be earned.

Income taxation of up to half of Social Security
benefits for higher-income Social Security and
Railroad Retirement Tier | beneficiaries.

Adjustments in income tax credits for the
elderly and the disabled.

Acceleration of scheduled Social Security tax in-
creases for employees and employers and 1984
Social Security tax credit for employees.

Revised Social Security tax schedule for the self-
employed and tax credit against Social Security
taxes.

Reallocation of Social Security tax revenues be-
tween OASI and DI trust funds.

Continuation of benefits for disabled and
divorced widow(er)s who remarry.

Payment of benefits to divorced spouses regard-
less of the entitlement or payment status of the
eligible worker.

Indexing of deferred widow(er)s benefits based
on wage (rather than price) increases since the
worker died.

Increase in percentage of worker’s benefit paya-
ble to disabled widow(er)s aged 50-59.

Fail-safe provisions: (a) normalization of tax
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(18)

(19)

(

20)

(21)

(22)

(h

(2)

(H
(2)

3)

4)

&)

transfers, (b) extension of interfund borrowing
authority, and (c) recommendations by the
Boards ot Trustees to remedy trust fund balance
inadequacies.

Provision for lump-sum transfers from the
general fund to the trust funds to cover costs of
noncontributory military wage credits and un-
negotiated Social Security checks.

Social Security taxation of contributions to, and
payments under, certain deferred compensation
plans and codification of Rowan decision.
Revision of trust fund investment procedures to
eliminate anomalies and permit payment of cur-
rent interest rates on total assets. .
Presentation of Social Security trust fund
operations as a separate budget category effec-
tive for 1984 and exclusion of such operations
from the unified budget, beginning in fiscal year
1989.

Provision for congressional study of imple-
mentation and feasibility of establishing the So-
cial Security Administration as an independent
agency. '

Long-term provisions: . :
Gradual increase in the retirement age to 66 in
2009 and 67 in 2027 (2011 and 2029 for
widow(er)s). Reduced benefits (30 percent re-
duction for workers) would be available at age
62 and Medicare at age 65.

Secretarial report 10 Congress, by January 1,
1986, on the effects of increasing the retirement
age.

Other Social Security provisions:

Increase in interest rate charged on late deposits
of Social Security contributions by States.

Study of *“‘float’” period between issuance ot
Social Security checks and the time the checks
are negotiated.

Modity noncovered pension offset to reduce So-
cial Security dependent or survivor benefits by
one-third (not 100 percent) of any pension the
individual earned in noncovered public employ-
ment.

Elimination of certain gender-based distinctions
relating to: (a) divorced husbands, (b) re-
marriage of surviving spouse, (c¢) illegitimate
children, (d) transitional insured status, (e)
payments tor the noninsured (Prouty pay-
ments), (f) father’s insurance benefits, (g) effect
of marriage involving certain disabled benefici-
aries, (h) credit for certain military service, and
(i) treatment of deductions tor failure to have a
child beneficiary in one’s care and for the for-
eign work test.

Moditications relating to Social Security cover-
age provisions to (a) extend coverage on an op-
tional basis to certain employees of foreign af-
filiates of American employers, (b) contorm So-
cial Security tax and coverage treatment of
earnings subject to the foreign earned income
exclusion, (c) cover standby pay afler age 62 as
wages, (d) treat multi-employer sick pay plans
as agents of employers with respect to payment
of Social Security taxes, and (e) revise obsolete
reference to names of State and local coverage
groups in Utah.

(6)

(7)
(8)

9

(10)
(1)

(12)

(13)

(N

(2)

3)

4

Modifications in provisions relating (o interna-
tional Social Security agreements to- (a) reduce
congressional review period for such agree-
ments and (b) impose Soctal Security 1axes if an
agreement provides for coverage under the U.S.
Social Security system.

Substitution of 45-hour test for 7-day work test
for beneficiaries outside the U.S.

Technical and contforming amendments to max-
imum family benefit provisions.

Relaxation of insured-status requirements for
certain workers previously entitled to a period
of disability.

Protection of benetits ot illegitimate children of
disabled beneficiaries.

Provision for.] month’s retroactivity of reduced
widow’s and widower’s insurance benefits.

Reaffirmation of existing. provisions assuring
that Social Security benefits are not assignable
in bankruptcy cases.

Provision to facilitate use of death certificates

_to prevent erroneous benefit payments to de-

ceased individuals.

SS1 provisions:

(a) Increase in the Federal SSI benefit standard
tor individuals of $20 per month (330 for
couples and $10 for essential persons) effective
July 1983, and (b) delay the SSI COLA from
July 1983 to January 1984.

Modification in the Federal passthrough
provisions to require States 1o maintain the sup-

“plementation levels in effect in March 1983,

rather than those in eftect in December 1976. In
addition, with regard to the increased Federal
SSI standard for July 1983, States would be
tound to meet the passthrough requirements if
they pass through only the amount that would
have been required if the SSI COLA had not
been delayed to January 1984 (rather than the
full increase in the payment standard).

SSI eligibility for individuals who reside in pub-
lic emergency shelters for the homeless for no
more than 3 months in any 12-month period.

Disregard of in-kind support and maintenance
for individuals under the SS1 and AFDC pro-
grams when furnished by private nonprofit or-
ganizations. ,

Medicare provisions:

Establishment of a program of Medicare pay-
ments for inpatient hospital services based on
prospective rates, phased in over a 4-year transi-
tion period (as described earlier).

Unemployment Compensation provisions:

Extension of Federal supplemental compensa-
tion program. Also, miscellaneous provisions
dealing with: (a) voluntary health insurance
programs and (b) the treatment of certain
organizations retroactively determined to be
described in section 501(c)(3) of the Internal
Revenue Code of 1954.
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Action in the Senate

Action in the Finance Committee. On February 15 ‘

and 16, following public hearings in the House, the Sen-
ate Finance Committee heard testimony from members
of the NCSSR and trom the administration. The admin-
istration reiterated its support for the NCSSR package,
summarized the recent history of Social Security fi-
nancing and the causes of the financing problems, and
described (without endorsement) possible ways of
dealing with the long-range financing situation. In the
week of February 21, the Finance Committee continued
public hearings, during which witnesses representing
various groups commented on individual aspects of the
NCSSR package, including especially short- and long-
range financing, COLA-delay, and benefit-taxation
proposals. : o

On March 9, 1983, the day H.R. 1900 was passed by
the House of Representatives, the Senate Finance Com-
mittee began markup sessions on the bill. H.R. 1900 was
“‘held at the desk’’ when it was received after passage by
the House of Representatives, so that, technically, only
S. 1 was before the committee for consideration. For
markup purposes, however, the committee had before it
a staff paper describing the NCSSR recommendations,
the comparable provisions in S. 1 and in H.R. 1900,
and, in some instances, a staff suggestion as to the
preferable approach. Ultimately, the committee report-
ed S. 1 with amendments and the committee-approved
version of S. 1 was incorporated into ‘‘Amendment
Number 516°’ and considered on the Senate floor as an
amendment to H.R. 1900.

Thus, while the Senate Finance Committee markup
sessions (which concluded on March 10) related tech-
nically to S. 1, the committee was in a position to con-
sider the range of proposals that had been considered in
the House and, of course, related matters that members
wished to raise. During their two days of the markup
sessions, the committee agreed to a system of prospec-
tive payment for hospitals under Medicare and to the
NCSSR bipartisan package, but many of the same issues
that had proved troublesome. in the House also posed
difficulties in the Senate, as described below.

Social Security (OASDI).

Coverage: The committee agreed to (1) coverage of

new Federal employees; (2) coverage of the President,
the Vice President, and the Commissioner of Social Se-
curity, Members of Congress, and legislative employees
who were not covered by the Civil Service Retirement
System; and (3) a provision, similar to that rejected by
the Ways and Means Committee, under which a mem-
ber of a religious sect opposed to Social Security cover-
age could elect not to be covered under the program if
the employer was a member of such a sect. They did not
agree to the House provisions for extending coverage to

current Federal judges and executive-level political ap-

. pointees.

Concern was expressed about extending Social Secu-

.tity coverage to new Federal employees before a supple-
" mentary Civil Service plan for such workers was

adopted by the Congress. Chairman Dole read into the
record a letter from Senators Stevens (R., Alaska,
Majority Whip, Chairman of the Subcommittee on
Civil Service, Post Office, and General Services of the
Committee on Governmental Affairs) and Mathias (R.,
Md.) (also a member of that subcommittee) stating that,
although they did not favor the proposal, ‘‘coverage of
new Federal employees does not present insurmountable
problems vis—é-vis_Lhe Civil Service Retirement System”’
and that *‘it sliould not affect any current Federal em-
ployee’s or retiree’s expected benefit.”’ They indicated
that they would seek to work out a satisfactory supple-
mentary plan for new Federal employees covered under
Social Security. After some debate, the Finance Com-
mittee rejected an amendment that would have delayed
coverage of new Federal employees until a supple-
mentary plan was established if that were later than Jan-
uary 1, 1984. The committee then approved language
affirming that nothing in the legislation should be
construed to adversely affect any existing rights under
the Civil Service Retirement System.

Delay of COLA: The committee agreed to a provi-
sion similar to that agreed to by the House, after defeat-
ing a proposal to freeze the COLA’s for 2 years. Also,
with regard to the stabilizer provision (relating to the
payment of benefit increases based on the lesser of CPI
or wage increases if trust fund ratios are low) the com-
mittee defeated a proposal to shift the effective date
from 1988 to 1983. It did, however, adopt a payback
provision such that, if trust fund ratios subsequently
rose above 32 percent, the difference between wage and
price increases would be made up retrospectively on an
individual basis rather than prospectively only as in the
House bill.

Windfall benefits: The committee modified the
House provision so that it would (1) have a lesser rela-
tive effect on persons with 25 or more years of coverage
under Social Security and a greater effect on those with
less Social Security coverage and (2) not apply to per-
sons with at least 30 years of Social Security coverage.

Income tax treatinent of benefits: The committee
agreed to provisions similar to those in the House bill
except that certain nontaxable income, such as interest
from municipal bonds, would be considered in deter-
mining whether a person met the income threshold for
taxing benefits. This change was thought to close a
possible loophole for high-income taxpayers with such
nontaxable income. The committee considered, but did
not adopt, proposals that (1) would have approximated
the private sector practice by providing that persons
could receive benefits tax free for up to 3 years before
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the benefits would become taxable, (2) would have
addressed the issue of a possible ‘‘marriage penalty’’ by
adjusting the relative tax threshold for individuals and
couples (for example, from $25,000 and $32,000 to, say,
$20,000 and $36,000), and (3) would have eliminated the
provision for taxing Social Security benefits.
. Social  Security tax schedules: The Finance
Committee adopted essentially the same provisions for
employees and employers as those recommended by the
NCSSR and adopted by the House. With respect to the
self-employed, it agreed to (1) increase the Social Securi-
ty tax rate to the combined employee-employer rate for
OASDHI, and (2) provide Social Security tax credits, fi-
nanced from general revenues, equal to the following
percentages of self-employment income: 2.9 percent for
1984, 2.5 percent for 1985, 2.2 percent for 1986, 2.1 per-
cent for 1987-89, and 2.3 percent after 1989.

Other NCSSR proposals: The committee also agreed
to various other NCSSR proposals, including: (1) the

four benefit equity provisions affecting primarily -

women, (2) the reallocation of taxes between QASI and
DI, (3) lump-sum payment for gratuitous military wage
credits and unnegotiated checks, (4) new trust fund in-
vestment procedures, and (5) the addition of two public
members to the Boards of Trustees of the Social Secu-
rity trust funds.

The committee agreed that two NCSSR proposals—
the removal of the trust funds from the unified budget
and the study of the feasibility of establishing Social Se-

curity as an independent agency—should be dealt with
~ on the Senate floor, rather than in the Finance Commit-
tee, because the proposals related to matters in the juris-
diction of other committees—the Senate Budget Com-
mittee and the Senate Committee on Governmental Af-
fairs, respectively. '

Other technical proposals: The committee considered
several additional proposals relating to child care drop-
out years for workers with children and additional
dropout years for divorced spouses. Since such pro-
posals involved some additional long-range costs,
they were finally considered as part of a long-range
package and, in that context, the committee agreed to
provide up to 2 additional dropout years for years in
which a person had no earnings and was living with a
child under age 3. '

In addition, the committee adopted amendments
restricting payments to aliens and to prisoners. Benefits
would not be payable to aliens outside the United States
for more than 6 months to the extent that benefits (after
taxes) exceeded the worker’s (but not his employer’s)
Social Security contributions, plus interest. Also, all
OASI benefits (like disability and student benefits under

a 1980 amendment, Public Law 96-473) would not be »

paid to convicted felons while they are incarcerated.
(This measure would not have affected payments to.
dependents or survivors of such felons.)

Also; although the committee did not agree to the
House provision relating to interest on late deposits of
Social Security contributions by the States, it did agree
to a proposal that would have accelerated receipt of
revenues by requiring Social Security contributions on
the wages of State and local employees to be deposited
on the same schedule as applies to Social Security taxes
in the private sector (up to eight times a month) rather
than only monthly.

Fail-safe: The committee approved a normalization
provision under which (1) advance tax transfers would
occur only if trust fund ratios were projected to fall
below critical levels (12 percent of expenditures), and (2)
interest would be paid by the trust funds on such trans-
fers. As a final fail-safe, the committee adopted a provi-
sion that would have required the Secretary to notify
Congress and to reduce the annual benefit increases if
trust fund ratios were projected to reach 20 percent of
expenditures and were declining. Such benefit increase
reductions were to occur, to the extent possible, at mid-
dle or upper benefit levels—primary insurance amounts
(P1A’s) of $250 or more.

Long-range deficit. The committee agreed to long-
range provisions that would have (1) gradually increased
the age at which unreduced retirement benefits are first
payable to 66 beginning in 2015 (with reduced benefits
payable at age 62 equal to 75 percent of the unreduced
benefit); (2) reduced benefit levels generally by some 5.3
percent over the period 2000-07, by modifying the per-
centage factors in the benefit formula; and (3) elimi-
nated the Social Security earnings test for persons over
the age of first eligibility for unreduced benefits.

The Social Security provisions as adopted by the Sen-
ate Finance Committee were estimated to increase reve-
nues or reduce expenditures by about $165.5 billion over
the period 1983-89. Over the long range the committee’s

bill would have provided a favorable long-range balance

of 0.08 percent of taxable payroll.

Supplemental Security Income: With regard to the
SSI program, the Finance Committee adopted essen-
tially the same provisions as agreed to by the Ways and
Means Subcommittee on Public Assistance and Unem-
ployment Compensation (not the full Ways and Means
Committee) except that it provided that the stabilizer
would not apply to SSI and it added one new provi-
sion—to require an SSI outreach effort. Under this pro-

. vision, offered by Chairman Dole, the Secretary would
"send a one-time notice to elderly OASDI beneficiaries

who are potentially eligible for SSI payments announc-
ing the availability of SSI and encouraging them to con-
tact SSA. Also, in the future, ona regu!ar basis, the Sec-
retary was to provide that SSI eligibility information be
included in the notice to OASDI beneficiaries about eli-
gibility at age 65 for Supplementary Medical Insurance.
Medicare: On March 10, the Senate Finance Com-
mittee, after defeating an attempt to delay consideration
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of prospective payment for several months, approved
prospective payment provisions as part of the Social Se-
curity bill. The following are the major Medicare provi-
sions added by the Finance Committee to the package as
contained in the House bill:

(1) Instead of establishing separate DRG rates for
nine census divisions as in the House bill, the Fi-
nance Committee provided for four regions.

) The Secretary would have been required to adjust
the DRG payment rate at least every S years.

(3) In addition to the House provisions on outliers
(unusually long-stay cases), the committee added
a provision under which the Secretary would have
permitted hospitals to appeal for additional pay-
ments for outlier cases in which charges were
equal to or exceeded a multiple of the DRG rate
or a dollar amount, whichever was greater.

(4) Payments for outliers would have been no less
than 5 percent or more than 6 percent of total
Medicare payments to hospitals. for inpatient
care.

(5) The study on inclusion of capital-related costs in
the prospective payment system would be due 18
months after enactment. As of October 1, 1986,
capital costs would no longer be excluded from
prospective payment.-

(6) The Secretary would adjust base costs for indi-
vidual nonprofit hospitals that have additional
costs for covering their employees under Social
Security.

(7) The transitional provision would work in the fol-
lowing way: In the first year, 25 percent of the
payment would be based on a blend of national
and regional DRG rates (25 percent national, 75
percent regional); 75 percent would be based on
each hospital’s own experience. In year two, 50
percent of the payment would be based on a
blend of national and regional DRG rates (50 per-
cent each); 50 percent would be based on each
hospital’s cost experience. In year three, 75 per-
cent of the payment would be based on a blend of
DRG rates (75 percent national, 25 percent
regional); 25 percent would be based on each
hospital’s cost experience. In year four, the entire
payment would be based on the national DRG
rate.

Senate floor action. The timing of the Senate floor
debate was somewhat problematic because of the inter-
est in the Senate in repealing a provision of the Tax
Equity and Fiscal Responsibility Act of 1982 calling for
withholding of income taxes on interest and dividends—
a move strongly opposed by the administration and the
Senate leadership~ In mid-March an amendment to
repeal this income tax withholding provision was

pending on an emergency supplemental appropriations

. and jobs bill, another Finance Committee bill that was

also considered *‘must’’ legislation before the Easter re-
cess. Thus, although the committee completed action on
its version of the Social Security bill on March 10 and
was ready to take the bill up on the Senate floor on
Monday, March 14, the Senate floor debate on the So-
cial Security bill did not actually begin until March 16,
when the Senate reached agreement to deal with the
withholding issue after the Easter recess, passed the jobs
bill, and turned to Social Security. Over the period
March 16 through March 23, the Senate debated 98 So-

" cial Security-related amendments and, on March 21-22,

amendments relating to income-tax withholding on in-
terest and dividends.

A major subject of Senate floor consideration related
to the coverage of new Federal employees. Senator

~Long. (D., La.) proposed, as he had during Finance

Committee consideration, that the coverage of newly
hired Federal employees should not take effect before
enactment of a supplemental Civil Service plan for such
employees. Before this amendment was voted on, how-
ever, the Senate considered two alternative amend-
ments.

First, by a vote of 86 to 12 the Senate defeated an
amendment offered by Senator Stevens and Senator
Mathias that would have eliminated the provisions for
coverage of Federal employees from the bill. Then Sena-
tor Stevens offered an amendment that would have pro-
vided that new Federal employees (after January 1,
1984) would not be required to contribute to the Civil
Service Retirement System (CSRS).until October 1985,
or, if earlier, the effective date of a new supplemental
Civil Service retirement plan for such workers. Such em-
ployees would receive credit, financed from general
revenues, for work during the period when contribu-
tions were not required under the present CSRS or, ifa
new supplemental plan were enacted, under the new
plan. During debate on this proposal, there was discus-
sion of the need for action by the Governmental Affairs
Committee to avoid the dual contributions that would
otherwise be required under the bill from new Federal
employees beginning January 1984. However, Senator
Long’s amendment that would also avert this situation
was pending before the Senate, and the second Stevens
amendment was defeated by a vote of 50 to 45.

The Senate then passed, by voice vote, the amend-
ment by Senator Long that provided that coverage of
new Federal employees would take effect in January
1984 or, if later, the month after the month of enact-
ment of a supplemental Civil Service plan for such

‘workers. The Senate also agreed to an amendment by

Senator Levin (D., Mich.) pledging that the full faith
and credit of the United States stood behind the lan-
guage already agreed to by the Finance Committee stat-
ing that nothing in the bill would affect accrued entitle-
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ments to future benefits under the CSRS for current
workers or retirces or their Families.

In other action attecting the coverage provisions, the
Senate rejected an amendment that would have provid-
ed tor mandatory coverage of employees of nonprofit
organizations only on a ‘‘new hires’' basis. The Senate

also rejected an amendment to delete the provisions for

more {requent deposit of State and local Social Security
contributions and agreed to an amendment for collec-
tion of such contributions by the Treasury Department
(rather - than the Department of Health and Human
Services, as under present law). The Senate also agreed
to coverage of ministers as employees, rather than as
self-employed persons, under certain circumstances,
and to Social Security tax relief in the form of tax cred-
its and delayed deposits for certain smail employers.
The Senate also made some modifications in the provi-
sions relating to the treatment of deferred compensa-
tion.

With regard to the income-tax treatment of the Social
Security benefits of beneficiaries with adjusted gross in-
come (plus certain tax ‘exempt income) of more than
$25,000 (332,000 for couples filing jointly), the Senate
defeated amendments that would have (1) indexed the
threshold levels, (2).adjusted the levels (to $20,000 for
individuals and $36,000 for couples) to avoid a possible
““marriage penalty,”” and (3) eliminated the provision
for including tax-frec income in determining whether
the thresholds were met. This latter provision was
viewed by some as a potential threat to the tax-tree
stalus of interest on municipal bonds and as possibly
unconstitutional.

In the area of near-term financing, the Senate rejected
proposals to (1) eliminate the revisions in the Social Se-
curity tax schedule through 1990, (2) further postpone
the July 1983 COLA by another 6 months, to July 1984,
and (3) shift the effective date of the stabilizer provi-
sion—the provision for basing benefits on the lower of
CPI or wage increases if the trust funds were below 20
percent of expenditures—{rom 1988 to 1983.

However, the Senate agreed (o a provision by Senator
Long under which normalized tax transfers could occur
whenever the trust fund ratio was less than 20 percent of
expecled oulgo, rather than 12 percent as in the commit-
tee bill. This provision was needed so that the normal-
ized tax tra—sfer provision could take effect on a timely

basis and, thereby, prevent the fail-safe provision for a

downward adjustment of the COLA for higher-PiA
beneficiaries from triggering in the near term. A trigger-
ing of this aspect of the fail-safe—as might have other-
wise occurred under the Senate Finance Committee
bill—was unintended and would have generaled a re-
duction in long-range costs not anticipated by the com-
mittee.

The Senate also adopted a number of moditications

in benetits and provisions for studies relating to benefit

structure: (1) further restrictions on benetits for aliens
(primarily affecting aliens not legally permitied to work
in the United States and subject to deportation): (2) fur-
ther restrictions on benefits for convicted felons (1o in-
clude persons found not guilty by reason of insanity);
(3) ““transitional’’ benefits for persons widowed at ages
55-59; (4) an implementation study of earnings-sharing
proposals; and (5) studies by the Secretary of the Treas-
ury of alternatives to Social Security based on the pur-
chase of special bonds and/or individual retirement ac-
counts. The Senate also adopted an amendment (by
Senator Heinz, R., Pa.) calling for a study (as proposed
by the NCSSR) on establishing Social Security as an in-
dependent agency.

With regard (o the long-range provisions in the Fi-
nance Committee bill, the Senate agreed to amendments
to (1) coordinate the gradual increase in the delayed re-
tirement credit with the phased elimination of the
earnings lest; (2) phase out the test beginning in 1988
(rather than 1990); and (3) apply the earnings test and
the phaseout of the test to the blind (instead of the test
of substantial gainful activity). The Senate also adopted
a provision requiring the next Advisory Council on So-
cial Security to'study the effect of increasing the age of
eligibility for.unreduced benefits and rejected a propos-
al for an occupational definition of disability for work-
ers aged 62 or over who were unable to continue (0 en-
gage in their current occupation or employment as well
as an amendment for phasing in a rise in the retirement
age to 68 over a 36-year period beginning in 1984.

Concern was also expressed about provisions of the
bill authorizing automatic appropriations to the Social
Security trust funds and, thereby, bypassing the appro-
priations committees. Thus, the Senate agreed to an
amendment by Senator Hatfield (R., Oreg.), Chairman
of the Senate Appropriations Committee, that would
have required that the lump-sum payment for pre-1957
military wage credits and payments for uncashed checks
be subject to the normal appropriations process. There
was also agreement that funds for the study of Social
Security as an independent agency should be subject to
the appropriations process. The Senate ruled out of or-

~der an amendment to remove the Social Security trust

funds from the unified budget and the congressional
budget process and tabled a motion to remove Social
Security from the unified budget.

Several relatively minor Medicare amendments were
agreed to. For example, hospitals of 500 or more beds in
rural areas and regional or national referral centers were

_ 1o be reviewed by the Secretary of HHS to see whether

they should receive special treatment. There was also
discussion of major amendments relating (o health in-
surance for unemployed persons. However, no such
provisions were agreed (o and it was understood that the
subject would be considered further in the current ses-
sion of the Congress.
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On the evening of March 23, the Senate passed H.R.
1900, as amended, by a vote of 88 to 9. The financial
effect of the bill as passed by the Senate was dependent
upon assumptions made with regard to the effective
date of coverage of Federal employees under the provi-
~sion delaying coverage until an alternative CSR plan
- was in effect. If such a plan were in effect by 1984, the

Senate-passed bill would have provided an estimated

$165.7 billion in additional revenues or reduced expen-
ditures over the period 1983-89 and would have elimi-
nated the long-range deficit of 2.09 percent and provid-
ed a favorable actuarial balance of 0.07 percent of pay-
roll. If, however, it was assumed that coverage of Feder-
al employees was delayed indefinitely, the near-term
- saving under the Senate bill would have been less and
there would have been a remaining long-range deficit of
0.21 percent of payroll. o

Provisions of Senate-passed bill

Provisions based on NCSSR recommendations:

(1) Mandatory coverage of new Federal employees
and current Members of Congress, the Presi-
dent, the Vice President, and the Commissioner
of Social Security, and legislative employees not
under the Civil Service Retirement System, ef-
fective January 1984, or, if later, the month fol-
lowing the month of enactment of a supplemen-
tal Civil Service plan. The provision included a
guarantee against impairing accrued rights un-
der the Civil Service Retirement System.

(2) Mandatory coverage of employees of nonprofit
organizations, effective January 1984, and a
prohibition on new terminations.

(3) Prohibition on State and local coverage termi-
nations and removal of prohibition against cov-
erage of previously terminated entities.

(4) Delay the 1983 COLA for 6 months and shift
future COLA’s 10 a calendar year basis (includ-
ing both Social Security and SSI COLA’s and
Medicare premium increases and the conform-
ing change in the effective date of the 1982 Om-
nibus Budget Reconciliation Act provision for
the rounding of certain veterans’ pensions).

(5) Stabilizer provision for basing OASDI benefit
increases on the lesser of CPI or wage increases,
if, after 1987, trust fund assets fall below 20
percent of expected outgo (with the triggering of

an individual retrospective catch-up provision if -

trust fund ratios then rose above 32 percent).
" The provision would not have applied to the SSI
COLA.

(6) Windfall- benefit provision for workers with
pensions from noncovered employment and less
than 30 vears of coverage under Social Security.

(M)

9)
(10)
(11
(12)

(13)

(14)

(15)

(16)

For workers with less than 25 years of Social Se-
curity coverage, a less weighted Social Security
benefit formula, using 32 percent rather than 90
percent of average indexed monthly earnings in
the first bracket of the benefit formula, would
phase in over 5 years. Larger factors would ap-
ply to workers with 25 to 30 years of coverage.

Gradual increase in the delayed retirement cred-
it from the present 3 percent per year for work-
ers reaching age 65 before 1993 to 8 percent per
year for workers reaching retirement age in 1998
or later.

Income taxation of up to half of Social Security
benefits for higher income Social Security and
Railroad Retirement Tier | beneficiaries; in-
clude tax-exempt income in determining if in-
come threshold is met.

Acceleration of scheduled Social Security tax in-
creases for employees and employers and 1984
tax credit for employees.

Revised Social Security tax schedule for the self-
employed and tax credit against Social Security
taxes.

Reallocation of tax revenues between OASI and
DI trust funds. _

Continuation of benefits for disabled and di-
vorced widow(er)s who remarry.

Payment of benefits to'divorced spouses regard-
less of the entitlement or payment status of the
eligible worker.

Indexing of deferred widow(er)s benefits based
on wage (rather than price) increases since the
worker’s death.

Increase in the percentage of a worker’s benefit
payable to a disabled widow(er) aged 50-59.

Fail-safe ‘provisions: (a) normalization of tax
transfers, with provision for paying interest,
only when trust fund balances are less than 20
percent of outgo; (b) extension of interfund
borrowing authority, with a number of safe-
guards protecting the loaning fund and assuring
repayment; and (¢) a requirement that, when
trust fund balances are less than 20 percent and
declining, the Secretary so notify the Congress
by July I'and—if no congressional action is tak-
en—scale back the COLA payable on the fol-
lowing January to prevent the anticipated
decline in the funds. (The scaling back of the
COLA would apply, to the extent possible, only
at basic monthly benefit levels (primary insur-
ance amounts) of more than $250.)
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(17

(L)

(19)

(20)

21

(M

@)

3)-

“4)

(M

@)

3

4

&)

Authorization for appropriations to cover
lump-sum transfers from the general fund to
cover the costs of noncontributory military
wage credits and unnegotiated Social Security
checks.

Social Security taxation of contributions to, and
payments made under, certain deferred com-
pensation plans and codification of Rowan de-
cision. ‘

Revised trust fund investment procedures to
eliminate anomalies and permit payment of cur-
rent interest rates on total assets.

Addition of two public members to Boards of
Trustees.

Authorization of Presidential study ot imple-
mentation of a proposal to establish Social
Security as an independent agency.

Long-term provisions:

Gradual increase in the age of eligibility for un-
reduced benefits to 66 for workers reaching that
age in 2015 or later, while retaining provisions
for payment of reduced benefits (with a 25-per-
cent reduction) at age 62. The age of eligibility
for Medicare would also be increased.

Reqdire the next Advisory Council on Social
Security (to be appointed in 1985) to study the
effect of increasing the retirement age.

Gradual reduction in initial benefit levels (by
adjusting the factors in the benefit formula) by

. about 5.3 percent over the period 2000-07.

Gradual elimination of the earnings test for per-
sons aged 65 or older by additional increases in
the exempt amounts for 1990-94, with elimina-

tion thereafter.

Other Social Security provisions.

Require the deposit of contributions on wages
of State and local employees on the same sched-
ule as used for private employees.

Require less frequent deposit of Social Security
taxes by small employers.

Provide a Social Security tax credit (not to ex-
ceed $300) for employers with 50 or fewer em-
ployees, with the cost of the credit met from
general revenues.

Coverage modificaiions similar to House-
passed provisions to (a) exclude employer con-
tributions under simplified employee pensions
from covered wages, and (b) cover standby pay
after age 62 as wages.

Additional coverage modifications to (a) ex-
empt certain employed members of certain re-

ligious sects from Social Security coverage, (b)

(6)

)

®)

©

(10)
an
(12)

(13)

- (14)

cover ministers as emplovees (pursuant to ir-
revocable election by the minister and the em-
ploying church), and (¢) apply common
paymaster rule where health care professionals
are employed by State universities as medical
school faculty members and by tax exempt
faculty practice plans.

Except as provided under treaties or interna-
tional social security agreements, benefits
would be payable to aliens outside the United
States for more than 6 months only to the extent
that the total after-tax benefits did not exceed
the worker’s own contributions, plus interest.
Also benefits would not be payable to nonciti-
zens who were unable to show that they had
been legally admitted to work in the United
States. Finally, in the case of beneficiaries who
are deported or in the process of being
deported, no quarters of coverage based on ille-
gal work could be used in determining benefit
eligibility.

Withholding of OASDI benefits from felons
during incarceration; benefits to dependents
and survivors of convicted felons would not be
affected.

Eliminate the concept of substantial gainful
activity for the blind and instead apply the
earnings test to blind persons and phase out the
earnings test for the blind on the same schedule

as for the aged (with elimination of the test after

1994).

Provide up to 6 months of transitional benefits
equal to 71.5 percent of the deceased worker’s
benefit to persons widowed at ages 55-59 who
would not otherwise qualify for immediate
benefits.

Allow up to 2 additional dropout years for
workers who have years of zero earnings and
were living with a child under age 3.

Facilitate the use of death certificates to prevent
erroneous benefit payments to deceased in-
dividuals.

Require the issuance of new and replacement
Social Security cards that will be more counter-
feit-resistant and printed on banknote paper.

Require that all Social Security checks (and the
envelopes in which they are delivered) carry a
legend indicating that it is a felony to negotiate
a check erroneously issued to a beneficiary who
has died.

Require the Secretary of Health and Human
Services to report to the Ways and Means and
Finance Committees, by January 1, 1984, on

22
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(15)

(16)

0))

)

(3

the possible implementation of alternative pro-
posals involving earnings sharing.

Mandate two studies by the Secretary of the
Treasury: one relating to the feasibility of im-
plementing a system of ‘‘Social Security Option
Accounts’’ and one on the teasibility of imple-
menting a system of Individual Retirement Se-
curity Accounts. (Under either
workers would be permitted, in effect, to allo-
cate a part of their Social Security taxes to IRA-
type accounts and to receive reduced Social

‘Security benefits to take account of the deposits

to the IRA-type accounts.)

Provide for waiving certain requirements of the
veterans’ laws in the case of an administrative
reorganization of the VA Los Angeles Data
Processing Center.

SSI provisions:

(a) Effective July 1983, increase the Federal
benefit standard for individuals, couples,
and essential persons by $20, $30, and $10,
respectively.

(b) Delay the SSI COLA from July 1983 until

January 1984.

(c) Except the SSI program from the Social
Security stabilizer provision for paying the
lower of the increase in wages or prices
under certain circumstances.

For purposes of the Federal SSI passthrough
provisions, States could either maintain their
December 1976 or their March 1983 supplemen-
tation levels. Also, States would be required to
pass through only so much of the July 1983
benefit increase as would have resulted had the
COLA not been delayed to January 1984.

The Secretary would send, to elderly OASDI
beneficiaries who are potentially eligible for SSI
benefits, a one-time notice of the availability of
SSI and encourage them 10 contact SSA. Also,
in the future, on a regular basis, the Secretary
would provide that SSI eligibility information
be included in the notice to OASDI beneficiaries
about eligibility at age 65 tfor Supplementary
Medical Insurance.

Medicare provisions:

Establishment of a program of Medicare pay-
ments for inpatient hospital services on the basis
of prospective rates phased in over a 3-year
(rather than a 4-year) transition period and in-
cluding other variations from the House-passed
provisions. ‘ ‘
Unemployment Compensation provisions:
Extension of the Federal supplemental compen-

approach,

sation program. Also, miscellaneous provisions
dealing with (a) a cap on credit reduction, (b)
deferral of interest, (c) average employer contri-
bution rate, (d) date for payment of interest and
penalty for failure 1o pay interest, (e) employees
of educational institutions, and (f) extended
benefits for individuals who are hospitalized or
on jury duty.

House-Senate Conference Committee

The House of Representatives had appointed con-
ferees on the afternoon of March 23 in the hope that the
Senate might pass H.R. 1900 early enough that confer-
ence could be held that night. However, by evening,
when the Senate passed the bill and appointed con-
ferees, it was decided that conference would begin early
on March 24 with the objective of completing work on
the bill and beginning the Easter recess that day.

The conference committee, chaired by Representative
Rostenkowski, convened on March 24 and moved
quickly on a number of major provisions, setting aside
some of the more technical or problematic areas to be
dealt with last. While staffs conferred in one area, the
conference formally moved on other areas so that, by
mid-atternoon, most of the differences between the
House and Senate bills affecting Medicare and Unem-
ployment Compensation, as well as Social Security and
SSI, had been resolved.

In general, the Senate agreed to most of the technical
OASDI provisions that had been included in the House-
passed bill, including the provisions eliminating gender-
based distinctions. It also receded from the benefit lib-
eralizations that were included in the Senate bill but not
in the House bill. On other benefit and administrative
amendments, compromises were reached between the
House and Senate provisions and in a number of areas
Senate-passed provisions were dropped because of the
lack of time for consideration by the House conferees,
or for other reasons such as, in the case of the Treasury
Department studies of alternative Social Security plans,
there was ample authority to conduct the studies with-
out a special legislative mandate.

Some concern was expressed among House conferees
about the Senate provisions requiring that funds re-
lating 1o unnegotiated checks and noncontributory
military wage credits should be subject to the appropria-
tions process. Senator Dole described an understanding
he had reached with Senator Hatfield on the Senate
floor under which the necessary funds were to be
included shortly in a supplemental appropriation for
1983. The Senate receded with respect 1o an automatic

_appropriation for military wage credits and the House

receded with respect to unnegotiated checks and also
agreed that funding for the study of Social Security as
an independent agency should be subject to the legisla-
tive appropriation process. The Senate also receded with
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respect to the separage budget display of Social Security
trust fund operations and the removal of the OASDI
and HI funds from the unified budget except that the
latter part of the provision would take effect beginning
in fiscal year 1992, rather than 1989, as was included in
the House bill.

With regard to coverage of Federal employees, the"

Senate provision that would have delayed coverage
pending adoption of an alternative plan was rejected by
the conference. Thus, the conferees agreed to major
coverage provisions following the House bill.

The conferees agreed to COLA changes including
technical adjustments as in the Senate bill, to a windfall
benefit provision along the lines of the Senate bill but
using a more generous basic formula and exempting a
number of groups, and to a stabilizer provision using
the House prospective-only approach to the catch-up
but providing for a 1984 effective date and a lower (15
percent) trigger ratio for 1984-88.

The conferees accepted, essentially, the House-passed
retirement age and other long-range provisions. They
agreed to the Senate provision for including tax-exempt
income in determining the thresholds for taxing Social
Security benefits. They also adopted the Senate provi-
sion on the timing of deposits of Social Security contri-
butions for State and local employment but not to the
Senate provisions affecting employers with 50 or fewer
employees. Both Houses dropped their provisions for
revised trust fund investment procedures when it was
learned that under either approach there could be some
short-term loss in interest revenues due to recent de-
clines in interest rates. v

The major remaining area of difference in the OASDI
area related to the fail-safe provision. Following cau-
cuses, the House and Senate conferees agreed to the
House provisions on the normalization of tax transfers
(without any triggering trust fund ratio) and agreed to
the Senate provisions on interfund borrowing (which in-
cluded various safeguards for the lending funds and
more specific repayment provisions). Although the con-
ferees did not agree to the Senate provision authorizing
the Secretary of Health and Human Services to limit fu-
ture COLA'’s, if necessary, they did modify the sta-
bilizer provision as described above so that it could be-
come effective on the basis of a 15-percent trigger as
early as December 1984. Also, the conferees p,ovided
that the Trustees should include, in any report to Con-
gress that trust fund balances would be unduly low, spe-
cific information on the extent of benefit reductions
and/or revenue incréases needed to correct such low
trust fund balances. .

The conference committee report (which was not
signed by three of the conferees—Senator Long and
Representatives Archer and Frenzel) was then quickly
drafted and sent back to the House and the Senate for
final action.

Final Passage

The House was called into session at about 10:25 p.m.
to consider the conference committee report. Following
an explanation of the conference agreement by Repre-
sentative Rostentowski and speeches by Representatives
Conable, Pickle, and Pepper, the House rejected with-
out a recorded vote a motion to recommit the bill and
passed the conference report by a vote of 243 to 102.

The Senate was then called into session to consider
the conference committee report and several members
requested a recorded vote. There was considerable dis-
satisfaction with the conference agreement. Senator
Long urged that the report not be agreed to because of
the absence of a stronger fail-safe provision and because
of the proposed inclusion of tax-exempt income in the
provision for taxing benefits and the coverage of new
Federal employees. Senator Armstrong (R., Colo.), too,
expressed strong reservations about the bill, including
the fail-safe provision, the tax increases, and the use of
general revenue funds, although he supported final
passage. Others spoke in support of the bill. Senators
Moynihan (D., N.Y.) and Heinz spoke in strong sup-
port of final passage, as did a number of the other Sen-
ators.

Finally, in the early morning hours of March 25, the
Senate passed H.R. 1900, as agreed to in the conference
committee report, by a vote of 58-14 and the Congress
adjourned for the Easter recess.20

1L Summary} of Provisions

On April 20, President Reagan signed the legislation
as Public Law 98-21. As enacted, the Social Security
Amendments of 1983 contain the following provisions.

Universal Coverage Provisions

Coverage of newly hired Federal employees. The fol-
lowing groups are to be covered under Social Secu-
rity: (1) all Federal employees (except reemployed Civil
Service annuitants) hired on or after January 1, 1984,
including executive, legislative, and judicial branch em-
ployees and including those with previous periods of
Federal service (provided the break in service has ex-
ceeded 365 days); (2) current employees of the legislative
branch who are not participating in the Civil Service Re-
tirement System (CSRS) on December 31, 1983; and (3)
all Members of Congress, the President, the Vice Presi-
dent, Federal judges, and most executive-level political

“ It quickly became apparent that the final bill contained a number
of typographical and technical errors. Therefore, immediately follow-
ing the Easter recess and before the bill was sent to the President for -
signature, the Congress passed a concurrent resolution (H.Con.Res.
102) directing the enrolling clerk of the House of Representatives to
make the necessary corrections. H. Con. Res. 102 was passed by both
Houses of Congress on April 7 and the corrected bill was cleared (o go
to the President for signature.
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appointees of the Federal Government, effective Jan-
uary 1, 1984. Judicial retirement pay of retired Federal
~judges for periods when they resume judicial duties is
covered. This provision includes a statement of
principle on protecting accrued entitlement of current
.Federal employees under the Civil Service Retirement
System. v )

This provision eliminates gaps in protection for Fed-
eral employees, particularly those who shift between
- Federal employment and jobs already covered under So-
cial Security. In addition, over the long run, windfall
Social Security benefits—benefits that represent a com-
paratively high return on Social Security taxes for work-
ers who spend less than a working lifetime in covered
employment—will be eliminated for these employees.

Coverage of employees of nonprofit organizations.
Current and future employees of private tax-exempt
nonprofit organizations are covered, effective January
1, 1984, on a mandatory basis. Under prior law, work
performed for such organizations was excluded from
coverage unless the organization filed a certificate with
the Internal Revenue Service waiving its exemption
from Social Security taxes. Also, persons will be deemed
to be fully insured if, on January 1, 1984, they are at
least aged 5SS and employed by a nonprofit organization
whose employees are covered solely as a result of Public
Law 98-21, and if they acquire, after December 31,
1983, the number of quarters of coverage shown in the
following tabulation:

Quarters of coverage

Age on January 1, 1984 required
60orover.........ovniiinn... 6
59 e e 8
L 12
o 2 16
550056 ... e 20

In addition, termination of Social Security coverage
of employees of nonprofit organizations is prohibited
on or after March 31, 1983. Under prior law, nonprofit
organizations could terminate coverage upon giving 2

_years advance notice, providing coverage had been in
effect for 8 years or more when the notice was given.

These amendments will avoid gaps in protection for
employees of nonprofit organizations (and their fami-
lies) who move between covered and noncovered work.
Further, over time, windfall benefits will be eliminated
for these employees. :

Prohibit termination of coverage of State and local

government employees. States are prohibited from-

terminating coverage of State and local government em-
ployees if the termination has not gone into effect by
April 20, 1983 (the date of enactment). Under prior law,
a State could terminate coverage for groups of State and
local employees by giving 2 years advance written no-
tice, -providing the coverage had been in effect for at

least 5 years when the notice was given. Also, State and

“local groups whose coverage has been terminated may

elect to be covered again. Prior law prohibited a termi-
nated group from being covered again. This provision
avoids gaps in protection for State and local employees
(and their families) whose coverage would otherwise
have been terminated. Further, over time, windfall
benefits will be eliminated for these employees.

Benefit Computation

Shift cost-of-living adjustments (COLA’s) to cal-
endar year basis. The July 1983 COLA is delayed until
January 1984. Future automatic COLA’s are effective
on a calendar year basis, with the increase payable in
January rather than in July of each year. Beginning with
the COLA payable in January 1985, the period for
measuring the increase in the Consumer Price Index
(CPI) will be shifted from a first-quarter to first-quarter
measure to a third-quarter to third-quarter measure.
The Supplemental Security Income (SSI) payment in-
crease and the Medicare premium increase will also be
delayed to January 1984 and placed on a calendar year
basis. (The SSI payment standard will be increased by
$20 for an individual and by $30 for a couple in July
1983. See pages 34 and 40 for additional information on
SSI and Medicare changes.)

Cost-of-living increases to be based on lower of wage
or price increase if OASDI trust funds are low—‘‘Sta-
bilizer.”” Beginning with the December 1984 OASDI
benefit increase payable in January 1985, future auto-
matic increases will be limited to the lesser of the in-
crease in wages or prices if the ratio of the combined
OASDI trust fund assets to estimated outgo falls below
a given percentage. If this occurs, the automatic in-
crease will be the smaller of (1) the increase in prices as
measured by the Consumer Price Index (the regular
COLA) or (2) the increase in wages as measured for pur-
poses of the contribution and benefit base and other
automatic wage adjustments in the program. The *‘trig-
gering’’ trust fund percentage is 15 percent through
December 1988 and 20 percent thereafter.

The law also provides for making up for any benefit
increases that are based on wage increases, rather than
on the increase in the cost of living. When the trust fund
ratio reaches 32 percent, additional increases will be
given, to the extent that funds are available above the
32-percent ratio, so that benefits are increased to the
level they would have reached if all increases had been
based on the increase in prices. Under the 1983 Board of
Trustees Alternative I1-B assumptions, the provision is
not expected to actually take effect.

- Eliminate windfall benefits for persons receiving pen-
sions from noncovered employment. For workers who
are first eligible after 1985 for both a pension based on
noncovered employment and Social Security retirement
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or disability benefits, a different benefit computational
method will apply. Specifically, the 90-percent factor
generally applied to average earnings in the first band of
the benefit formula is replaced by a factor of 40 percent,
after a 5-year phase-in. There is a guarantee (designed to
help protect workers with relatively low pensions based
on noncovered employment) that the reduction in the
Social Security benefit will not exceed one-half of the
amount of the pension. For purposes of this guarantee
computation, only that portion of the pension attributa-
ble to post-1956 noncovered earnings will be considered.

The provision will not apply to certain groups, includ-
ing most current Federal or nonprofit employees who
become newly covered under Social Security effective
January 1984, railroad employees, and workers who
have 30-or more years of Social Security coverage. For
workers who have 26-29 years of coverage, a factor
larger than 40 percent will be used (on a sliding scale).
This provision reduces the extent to which the heavy
weighting in the benefit formula that is intended for
workers with low wages would otherwise go to workers
who spent many years in noncovered employment and
worked only a few years in covered employment.

Lower the withholding rate under the earnings test.
Beginning in 1990, the earnings test benefit withholding
rate will decrease from $1 for each $2 of earnings over
the annual exempt amount to $1 for each $3 of excess
earnings for individuals who attain full-benefit retire-
ment age (age 65 in 1990). Beginning in the year 2003,
the age at which this withholding rate applies will in-
crease as the retirement age increases. The lower with-
holding rate will apply for the whole year in which an
individual attains retirement age (as does the higher
annual exempt amount under present law).

Increase the delayed retirement credit (DRC). The
DRC payable to workers who delay retirement past the
full-benefit retirement age (currently age 65) and up to
age 70 will be gradually increased. DRC’s will increase
by 1/2 of 1 percent every other year from 3 percent per
year for workers aged 62 before 1987 until reaching 8
percent per year for workers aged 62 after 2004. Under
prior law, DRC’s were equal to 3 percent per year for
workers who reached age 62 in 1979 or later.

Under a conforming provision, the age beyond which
DRC’s can no longer be earned is reduced from 72 to
70. This change in the DRC provision is in line with the
1977 and 1981 legislation, which lowered from 72 1o 70
the ‘age at which the earnings test no longer applies, ef-
fective for calendar year 1983.

Amend the government pension offset to exempt a
portion of the government annuity from offset against
the Social Security spouse’s benefit. For spouses and
surviving spouses who become eligible after June 1983
for a public pension based on their own noncovered em-
ployment, two-thirds of the public pension will be offset

against Social Security benefits, rather than 100 percent

of the pension as under prior law, This change responds
to the criticism that the otfset under prior law applied to
the entire government pension—both the part analo-

-gous to a Social Security benefit and the part analogous

to a private pension.

Income Tax Treatment of Benefits

Taxation of Social Security and Railroad Retirement
Tier 1 benefits. Beginning in 1984, up to one-half of So-
cial Security (and Railroad Retirement Tier I) benefits
received by taxpayers whose incomes exceed certain
base amounts will be included in taxable income. The
base amounts are $25,000 for a single taxpayer, $32,000
for married taxpayers filing jointly, and zero for mar-
ried taxpayers filing separately. Income for purposes of
figuring these base amounts includes adjusted gross in-
come under prior law (plus nontaxable interest income),
and one-half of Social Security and Railroad Retirement
Tier I benefits. The amount of benefits included in tax-
able income will be the lesser of one-half of benefits or
one-half of the excess of the taxpayer’s combined in-
come (adjusted gross income + one-half of benefits)
over the base amount. The provision for including non-
taxable interest income is intended to provide similar tax

‘treatment of benefits received by individuals whose

total income consists of different mixes of taxable and
nontaxable income and to limit opportunities for ma-
nipulation of tax liability on benefits.

For tax purposes, the definition of Social Security
benefits includes Workers’ Compensation benefits to
the extent that they cause a reduction in Social Security
and Railroad Retirement Tier I disability benefits. This
provision is intended to assure that these social insur-
ance benefits, which are paid in lieu of Social Security
benefits, are treated similarly for purposes of taxation.
Also, benefits paid to an individual in any taxable year
include amounts constructively received but withheld;
subsequent adjustments will be made to take account of
-ach items as, say, overpayments repaid during the year.
Taxpayers who receive a lump-sum payment of retro-
active benefits may treat the benefits as wholly payable
for the year in which they receive them or may elect to
attribute the benefits to the tax years in which they
would have fallen had they been paid timely. No bene-
fits for months before December 1983 will be taxable,
regardless of when they are paid.

The Department of Health and Human Services and
the Railroad Retirement Board will be required to file
annual returns with the Secretary of the Treasury setting
forth the amount of benefits paid to each individual in-
each calendar year and to furnish similar information to
each beneficiary.

The provision applies to nonresident aliens as well as
U.S. citizens. Under the Internal Revenue Code, non-

~ resident aliens who have income from sources other
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than a U.S. trade or business are taxed at a flat rate of
30 percent, unless a tax treaty provides otherwise, and
the taxes must be withheld at the source of payment.
Thus, 30 percent of one-half of the Social Security bene-
fit (15 percent of the total benefit) will be wnhheld from
nonresident alien beneficiaries.

Amounts equivalent to estimated quarlerly incurred
liability for taxes on benefits will be automatically de-
posited in the Social Security trust funds and the Rail-
road Retirement Account, as appropriate, at the begin-
ning of each calendar quarter, subject to final adjust-
ments based on estimates by the Secretary of the Treas-
ury. The Secretary of the Treasury will submit an annu-
al report on the transfers under this provision.

Income tax credit for elderly and disability income ex-
clusion.

Credit for the elderly: The prior law tax credit equal
to 15 percent of a base amount for individuals aged 65
or over is retained. However, the base amounts have
been doubled, and the provision has been.extended to
include disabled persons under age 65 if they retired
with a permanent and total disability and have income
from a public or private employer on .account of that
disability. For individuals under age 65, the initial
amount is limited to the amount of their disability
income.

Disability income exclusion: The disability income
exclusion is repealed. Affected individuals are made eli-
gible for the credit for the elderly (and disabled persons)
to the extent of disability income (see above). Under
prior law, permanently and totally disabled individuals
who retired on disability and were under age 65 could
exclude amounts received under an employer’s disability
income plan from gross income to the extent that they
were attributable to employer contributions.

This provision is a general tax provision, not a Social
Security provision, and applies to taxable years begin-
ning after December 31, 1983. It has no effect on the So-
cial Security program.

Surviving, Divorced, and
Disabled Spouse Benefits

Benefits for surviving divorced spouses and disabled
widows and widowers who remarry. After 1983, Social
Security benefits will not be terminated for surviving di-
vorced spouses, disabled surviving divorced spouses,
and disabled widows.and widowers who remarry after
entitlement to benefits. Under prior law, when a dis-
abled or divorced disabled widow(er) married before
~ age 60, his or her benefits on the record of a former
spouse terminated, unless the new marriage was to a
person receiving certain types of auxiliary benefits. This
provision removes a possible deterrent to marriage pre-
viously in the law and provides treatment for disabled or

divorced disabled widow(er)s that is more nearly com-
parable to that provided for aged widow(er)s.
Independent entitlement of divorced spouses. Effec-
tive January 1985, -a divorced spouse aged 62 or over
who has been divorced for at least 2 years may receive
benefits based on the earnings of a former spouse who is

“eligible for retirement benefits, regardless of whether

the former spouse has applied for benefits or has bene-
fits withheld under the earnings test. Under prior law, a
divorced spouse could not qualify for dependent’s bene-
fits based on the earnings of a former spouse until the
former spouse had filed an application for benefits. If
the former spouse did become entitled to benefits but
continued to work, a divorced spouse could have some
or all benefits withheld due to the former spouse’s earn-
ings. The requirement that the divorce must have been
in effect for 2 years is intended to discourage divorces
solely for the purpose of becoming entitled to benefits
or avoiding the earnings test.

Index deceased worker’s earnings to widow(er)’s eligi-
bility. In computing aged widow(er)’s benefits for the
spouse of a worker who died before age 62, the deceased
worker’s earnings will be indexed to wages up to the ear-
liest of (1) 2 years before the worker would have reached
age 62, (2) 2 years before the survivor becomes eligible
for aged widow(er)’s benefits, or (3) 2 years before the
survivor becomes eligible for disabled widow(er)’s bene-
fits. The new computation will apply only if it results in
a higher benefit than under the prior-law computation.
Under prior law, if a worker died before reaching age
62, the aged widow(er)’s benefit payable at or after age
60 reflected adjustments for wage levels up to the
worker’s death and price increases thereafter. The pro-
vision is effective for widow(er)s newly eligible for bene-
fits after December 1984.

Increase benefits for disabled widow(er)s. Benefns
for disabled widow(er)s aged 50-59 (including persons
already on the rolls who have received benefits as dis-
abled widow(er)s) will be 71.5 percent of the PIA—the
same reduction currently applicable to widow(er)s first
entitled at age 60. Under prior law, benefits for disabled
widow(er)s were further reduced for entitlement before
age 60 with a maximum reduction of 50 percent for dis-
abled widow(er)s becoming entitled at age 50.

Revenue Measures

Changes in Social Security tax rates and allocation of
tax income. Table A shows the Social Security tax rates
for employees and employers (each) and for the self-em-
ployed under Public Law 98-21 and under prior law.
For employees and employers the previously scheduled
tax increase for 1985 has been shifted to 1984 and a part
of the increase scheduled for 1990 is to take effect in
1988, as recommended by the NCSSR. The tax rates for
the self-employed have been set equal to the combined
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Table A.—Social Security tax rates as a pereent of carnings for employers and cniplovees teeciny aad tor Lo welb-cm-

ployed under Pubbic Taw 98-21 and under prior law

I Moy erand employee rates SOt e e e
e AN DI OASDI + 1 (RS % OS] or b oo o OASDHI

Pubbc law ys 21 !

1983 . F 4373 0.625 S4 ] 67 7 HINA 0917 N 13 9.3

V98 5.2 R 5.7 1.3 7.0 104 1o 114 20 140

VORS S22 3 37 1.as .08 104 1.0 1.4 2, 4.1

tos6 X7 . B R T 3 ST 145 8 10,4 1.0 14 hI 143

FOBR B9 .. AR A 6.06 45 7.5 1106 1.06 12,12 2y 1502

1990 99 .0 oo oo 360 6 6.2 145 7.63 11.20 1.2 124 2y 153

20000nd kaer. . oo L 34y i 6.2 L4s 7658 10.98 142 12.4 20 153
Poor b

VORY 4378 K25 54 1.3 6.7 6.8125 1,217 R.05 1.3 v

VOB 4.575 (R23 sS4 1.3 6.7 6.8128 1.2378 808 t3 9.8

V9RS o 4.75 Y3 3.7 LIS - 7.03 74280 1423 K.5S 1.3 9.9

TORO R o 4.75 93 5.7 145 7.3 7.1250 14238 858 1.48 1.0

PYhand baer. o000 St | 6.2 .48 7.68 7.6500 1.65 Y.30 145 10,73

i .

employce-cmployer rates (rather than, ultimarcly, 75
percent of that rate for OASDI and 50 percent for HI,
as under prior law). The table also shows the shift in the
portion of the OASDI tax that is allocaied 1o :he Dis-
ability Insurance part of the program. The effect of this
reallocation is to put the two parts of the program in
roughly comparable financial condition, with the DI
program being in slightly more tavorable circumstances
than OASI.

Secial Security tax credits and deductions. For 1984
only, Public Law 98-21 provides a credit for employees
against their Social Security tax hability ot 0.3 percent
ol their wages. Thus, the effective OASDHI tax rate on
employcees will be 6.7 percent Tor 1984 —the same as ap-
plicd for 1983—although the regular amomatic appro-

“priations to the trust funds will be ad the full 7.0-pereent
rate. (Conforming changes are made with respect to the
Tier I Raitroad Retirement taxes.)

For 1984-89, credits (similarly financed from general
revenues) are provided to the self-employed against
their Social Security tax liability equal to the percent-
ages of self-employment income shown below:

1984, . .o 2.7
P98BS, . 23
I 2.0

Alter 1989, the eredit will be replaced with special provi-
sions designed o treat the self-cmployed in much the
same manner as employees and employers are treated
for Social Sccurity and income-tax purposes. First, a
person’s net carnings from sclf-cmployment will, in cf-
feet, be adjusted downward so that only hatf of the toral
combined tax would be considered part of the person’s
net carnings. This is comparable 1o the way employces
are treated in that the employer tax with respeet (0 their
wages is nol counted as part of their wages for Social Se-
curity tax and benefit purposes. Sccond, self-employed
individuals will get an income tax deduction equal (o

onc-halt of the self-employment tax. This deduction
will parallel for the self-employed the present provisions
under which employers are allowed 1o deduct as a busi-
ness expense the Social Sceurity tases they pay on their
employces’ wages. Regular automatic appropriations to
the trust funds will continuce to be based on the full sclf-
cmployment tax rates without regard to tax credits or in-
come-tax deductions. (Tax revenues and carnings cred-
ited for bencfit purposes will generally be slightly
lowered due to the adjustment in net earnings.)

Mechanisms to Assure Continued
Benefit Payments—*‘Fail-safe’’

Normalization of Social Security tax income. The
new law establishes accounting procedures for crediting
the OASDI trust funds and the HI trust fund at the be-
ginning of each month with estimated revenues for the
entire month. The Treasury will be required (o estimate
the amount of tax revenue (o be collected each month
and transfer such sums to the trust funds at the begin-
ning of the month. The trust funds will pay interest, at
rates equivalent to those earned on trust fund invest-
ments, on amounts so credited to the extent that they
are credited before the Treasury’s actual receipt of
taxes. Under usual circumstances, these interest pay-
ments will have no net effect since they will be offset by
additional interest earnings on the same monies. That is,
the interest earned on the advances will offset the in-
terest payments to the Treasury. The provision is a
change primarily in accounting procedures; under prior
law, Social Security taxes were transferred to the trust
funds on an estimated as-received basis throughout the
month.

Interfund borrowing. Authority Tor interfund bor-
rowing among the OASI, DI, and HI trust funds is rein-
stated and extended tor calendar years 1983-87 (such
borrowing had been authorized for 1982), with provi-
ston for repayment of the principal, with interest, of all
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such loans (including amounts borrowed in 1982) at the

earliest feasible time, but not later than the end of cal- -

endar year 1989. Borrowing is permitted only to the ex-

tent that the balance in the lending fund is sufficient to -

meet its own obligations.
. More specifically, any such borrowing between
OASDI and HI is subject to the following additional re-
quirements: (1) payment of interest to the HI trust fund
is to begin immediately, (2) the borrowing fund is to
make repayments whenever the ratio of its assets at the
end of the year to projected outgo during the following
year exceeds 15 percent, (3) the lending fund’s assets
may not be reduced below 10 percent of outgo by bor-
rowing, and (4) a 24-month repayment schedule for any
outstanding loans is provided for 1988-89. Any loans
between OASI and DI must be fully repaid by the end of

1989.

" Recommendations by Trustees to remedy inadequate
trust fund balances. If the Board of Trustees determines
at any time that the OASI, DI, HI, or SMI trust fund
ratio may become less than 20 percent for any calendar
year, the Board must promptly submit to each House of
the Congress a report setting forth the Board’s rec-
ommendations for statutory adjustments affecting the
receipts of, and disbursements from, the trust fund(s)
necessary to achieve a 20-percent ratio, with due regard
to the economic conditions that created the inadequacy.
The report is to include specific information as to the
extent to which benefits would have to be reduced, pay-
roll taxes increased, or some combination thereof en-
acted to meet the 20-percent-ratio objective.

Other Financing Amendments

Financing of noncontributory military wage credits.
The new law provides for lump-sum payments to the
"OASDHI trust funds from the general fund for (1) the
value of the additional Social Security benefits and ad-
ministrative expenses less past reimbursements arising
from pre-1957 gratuitous military service wage credits
and (2) the amount equivalent to the combined em-
ployer-employee OASDHI taxes, plus interest, on the
post-1956 noncontributory military wage credits for the
period from 1957-83 (less amounts already paid). The
amount of the lump sums is to be determined within 30
days after enactment and automatically transferred to
the trust funds. The trust funds will be reimuursed on an
annual basis on July 1 for the OASDHI employer-
employee taxes on the post-1956 wage credits for mili-

tary service after 1983. Under prior law, the noncon-

tributory wage credits were financed by annual pay-
ments from the general fund to the trust funds over an
extended period of time.

Uncashed OASDI checks. Public Law 98-2]
authorizes lump-sum appropriations to the trust funds
for the amount the Secretary of the Treasury and the

Secretary of Health and Human Services jointly deter-
mine to be those checks (and the interest thereon) that
have been uncashed for a period of 6 months or more on
the date of enactment. Previously, money was trans-
ferred to the general fund from the trust tunds each
month to cover benetit checks for the month. The
amounts transferred for those checks that were not
cashed were never returned to the Social Security trust
funds because there was no cutoff point after which the
Treasury Department stopped payment on unnegotiated
checks. The new law also requires the Secretary of the
Treasury to implement procedures (by April 20, 1985) to
permit identification in the future of OASDI benefit
checks that have not been presented for payment within
6 months and authorizes monthly crediting (subject to
annual appropriations) to the trust funds of amounts
equal to benefit checks (including interest) remaining
uncashed after 6 months.

Accelerate State and local deposits of Social Security
taxes. Beginning after 1983, States are required to
deposit withheld Social Security contributions for State
and local employees twice a month. Previously, these
deposits were made on a monthly basis. This change
provides for treating the States on a basis more compar-
able to that for large private employers who “must
deposit as often as eight times per month.

Float allowance study. The Secretaries of the Treas-
ury and Health and Human Services are to conduct a
study consisting of two separate investigations. The first
concerns the appropriateness of the current float period
allowed between the issuance of benefit checks and the
subsequent transfers from the Social Security trust
funds to the general fund of the Treasury; the second
will deal with the feasibility and desirability of provid-
ing for the transfer on a daily basis to the general fund
from the appropriate trust fund of amounts equal to the
amounts of benefit checks that are paid by the Federal
Reserve banks on each day. The Secretary of the Treas-
ury is required to promulgate regulations to implement
the changes found appropriate by these investigations.

In early 1983, Treasury Department procedures
governing the transfer of trust fund monies to the gen-
eral fund generally recognized a 2-day delay between the
time checks are issued and the time they are presented 1o
the Treasury for payment. A 1982 study by the In-

-spector General of the Department of Health and Hu-

man Services found that in December 1980 it took an
average of 5.2 days for regular benefit checks to clear
through the banking system. The study estimated that,
if the trust funds were drawn down on a checks-paid
basis, the Social Security trust funds could earn as much
as $91.5 million in additional interest each year.

Public members on the Boards of Trustees. The
Boards of Trustees of the OASDI, HI, and SMI trust
funds are expanded to include, in addition to the Secre-
taries of the Treasury, Health and Human Services, and
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Labor, two members of the general public. The public
members will be nominated by the President and con-
firmed by the Senate and cannot both be from the same
political party.

Removal of trust fund operations from the unified
budget. The operations of the OASI, DI, HI, and SMI
trust funds are to be shown as a separate function
within the Federal budget for fiscal years 1985 through
1992. Beginning with fiscal year 1993, OASI, DI, and
HI-trust fund operations are to be removed from the
unified budget. Removal of the operations of the trust
funds is intended to help insulate the program from
pressures caused by unrelated budgetary considerations.
The new law makes no explicit reference to the treat-
ment of the trust fund operations under the congres-
sional budget process, under which reductions in pro-
gram expenditures may be targeted to achieve the over-

" all Federal budget goals.

Annual Trustees’ Reports. The annual OASDI and
HI Trustees’ Reports will each include an actuarial
opinion by the responsible chief actuary certifying that
the techniques and methodologies used are generally
accepted within the actuarial profession and that the
assumptions and cost estimates used are reasonable. In
addition, the law extends the due date for the 1983
Trustees’ Reports from April I to June 4, 1983.

Long-Term Provisions

Retirement age/reduction for early retirement.
Retirement age—the age at which unreduced retirement
benefits are first available—will increase by 2 months a
year for workers and spouses reaching age 62 in
2000-05, remain fixed at age 66 for those reaching age
62 in 2005-16, increase by 2 months a year for those
reaching age 62 in 2017-22, and will be fixed at age 67
for those reaching age 62 after 2021. The age of eligibil-
ity for Medicare is not affected by these changes. The
effects of this provision are shown in table B.

Reduced benefits will continue to be available at age
62 (age 60 for widows) but the reduction factors are re-
vised. There is a reduction up to a maximum of 30 per-
cent for workers (35 percent for spouses) entitled at age
62 after the retirement age is increased to age 67, rather
than only up to 20 percent (25 percent for spouses) for
entitlement at age 62 under prior law. There is no in-
crease in the maximum reduction (28.5 percent) in the
case of widow(er)s at age 60.

Report to Congress on effects of increased retirement
age. The Secretary is required to conduct a comprehen-
sive study and analysis of the implications of the change
in retirement age for those individuals affected by the
provision for increasing full retirement age who, be-
cause they arc engaging in physically demanding em-
ployment or because they are unable to extend their
working careers for health reasons, may not find that

Table B.—Eftects of relireménl—age provision in Public
Law 98-21

Retirement age Age 62 benefits
{ycitrs/months) as pereent of PIA T
Worker/
Ycar of birth Spouse Widow(er) | Worker Spouse

1937 (samu as prior law). . 65/0 65/0 80.0 37.5
1938, . ... . L 65/2 65/0 79.2 37.1
939 65/4 65/0 78.3 36.7
1940, ... ... 6576 65/2 77.5 36.2
1940 oo 65/8 65/4 76.7 35.8
1942, ... 65/10 65/6 75.8 35.4
1943, .. o 66/0 65/8 75.0 35.0
1944, .. ... .. ... ... 66/0 65/10 75.0 35.0
1945-54 . ............. 66/0 66/0 75.0 35.0
1955 . ol 66/2 66/0 74.2 34.6
1956. .. oot 66/4 66/0 73.3 34.2
1957. ... .. . 66/6 66/2 72.5 338
1958, ..o oL 66/8 66/4 71.7 333
1959, .. ... ..l 66/10 66/6 70.8 329
1960................| 67/0 66/8 70.0 32.5
196l .... ... ..., 67/0 66/10 70.0 32.5
1962andafter ........| 67/0 67/0 70.0 325

! Reduced retirement benefits will continue to be available 1o workers (and
spouses) beginning at age 62 but at a greater reduction. For workers and
spouses, the prior-law reduction factors (5/9ths of | percent per month for
workers and 25/36ths of  percent per month for spouses) are retained for the
first 36 months of benefits before age 65 and a new factor (5/12ths of | percent)
is applied for each additional month. For older widow(er)s, reduced benefits
continue to be available at age 60 with the monthly reduction adjusted for each
age cohort so as to maintain a 28.5 percent reduction at age 60—the same maxi-
mum reduction as occurred under prior law.

their work lifetimes are increased as a result of general
improvements in longevity. The Secretary’s report and
recommendations are to be submitted to Congress by
January 1, 1986.

Elimination of Gender-Based Distinctions

Divorced husbands. Social Security benefits are
provided for aged divorced husbands and aged or dis-
abled surviving divorced husbands based on their
former wives’ earnings records. The statute, as pre-
viously written, provided for the payment of benefits to
aged divorced wives and aged or disabled surviving
divorced wives, but benefits were not provided for
similarly situated men. However, as a result of court
decisions, Social Security benefits were being paid to
similarly situated husbands. This provision conforms
the statute to reflect benefits that ‘are actually being
paid.

Remarriage of surviving spouse before age of eligi-
bility. Social Security benefits are provided for a

- widower who has remarried before attaining age 60 but

is unmarried at the time he applies for benefits. The sta-
tute, as previously written, provided for the payment of
benefits to a widow on a deceased husband’s earnings if
she was unmarried when she applied for benefits even if
she remarried before reaching age 60. The statute did
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not provide benetits tor similarly situated men although

benefits were actually being paid to such widowers as a .

result of court decisions that declared this gender-based
distinction in the law 10 be unconstitutional. This provi-
sion conforms the statute to reflect benefits that are
actually being paid.

Illegitimate children. Social Security benefits are

provided for illegitimate children based on their

mothers’ earnings. Prior law provided for a determina-
tion of eligibility for iliegitimate children based on their
fathers’ earnings without regard to appropriate intestate
law, if, among other things, the father had been decreed
by a court or was shown by evidence satisfactory to the
Secretary 10 be the father of the child. The statute did
not provide for such determinations of eligibility for
illegitimate children based on their mothers’ earnings.
This provision provides for such determinations based
on mothers’ earnings beginning with benefits payable
‘for months after April 1983.

-Transitional insured status. Under the new law, hus-
bands and widowers are eligible under transitionally in-
sured provisions that previously applied only to wives

and widows, effective for monthly benefits payabie for )

months after April 1983. Under prior law, certain work-
ers who attained age 72 before 1969 were eligible for a
flat-rate Social Security benefit (currently $125.60) on
the basis of fewer quarters of coverage than would
ordinarily be required. Wives and widows of eligible
male workers who reached age 72 before 1969 aiso were
eligible for benefits under prior law, but husbands and
widowers of cligible female workers were not.

Equalize special age-72 benefits. Public Law 98-21
provides that where both a husband and wife qualify for
Prouty benet‘ils—-spécial payments under section 228 of
the Social Security Act ftor uninsured persons who
reached age 72 betore 1972—a full payment will be
made to each spouse. Under prior law, even though
each spouse had 1o meel the same eligibility require-
ments he or she would have had to meet it not married,
once the ¢ligibility of both was detcrmined, the husband
received an amount equal to that paid a single indi-
vidual and the wite received one-half’ of that amount.
Thus, the total payment for the couple, which in most
cases comes from general rcvenues, was allocated so
that the husband was paid two-thirds of the total and
the wife was paid one-third. The provision is ettfective
for monthly benefits payable for months atter April
1983.

Fathers’ insurance benefits. Social Security benefits
are provided for tathers who care tor children of their
retired, disabled, or deceased divorced wives. The
statute, as previously written, provided for benefits for
a young wife, widowed mother, or surviving divorced
mother who had in her care an entitled child who was
under age 16 or disabled. The statute did not provide
benefits for similarly situated men although benefits

were actually being paid 1o such fathers as a result of
court decisions that declared this gender-based distinc-
tion in the law to be unconstitutional. This provision
conforms the statute to reflect benefits that are actually
being paid.

Effect of marriage on childhood disability beneficiary
and on other dependent or survivor benefits. The new
law provides for the continuation of the benefits of an
individual, regardless of sex, who is receiving either de-
pendent or-survivor benefits, when his or her spouse is
no Io\nger'eligible for benefits as a childhood disability
beneficiary or disabled-worker beneficiary.

Under prior law, the special provisions that permitted
the continuation of benefits when the dependent or sur-
vivor beneficiary married a disabled beneficiary also
provided that, if the disability benefits of one spouse
were terminated, the continued eligibility of the other
spouse depended on the spouse’s sex. A woman’s chiid-
hood disability benefits or benefits as a dependent or
survivor ended when her husband’s disability benefits
ended. This was not the case for a similarly situated man
whose wife’s disability benefits ended. The provision is
effective for benefits payable for months after April
1983.

Credit for certain military service. Under certain cir-
cumstances, widowers, as well as widows, may now
waive the right to a Civil Service survivor annuity and
receive credit (not otherwise possible) for military serv-
ice before 1957 for purposes of determining eligibility
for, and the amount of, Social Security survivor bene-
fits. Under prior law, only widows were allowed to exer-
cise this option. This provision is effective with respect
to benefits payable for months after April 1983.

Coverage Provisions

Coverage of employees of foreign affiliates of Ameri-
can employers. Effective on enactment, an American
employer (a corporation, sole proprietorship, or part-
nership) may enter into an agreement with the Secretary
of the Treasury to provide coverage for U.S. citizens
and U.S. residents working outside the United States for
a foreign affiliate when the American employer has not
less than a 10-percent direct or indirect interest in the
foreign affiliate employer. Under prior law, such cov-
erage was available only to U.S. citizens and only if
both the American employer and the foreign affiliate
were corporations. This change permits continuation of
Social Security protection for some additional U.S. citi-
zens and residents while they work outside the United
States for a period of time.

Extension of coverage by international social security
agreement. The new law provides for the imposition of
Social Security taxes if an international social security
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agreement provides for coverage under the U.S. Social
Security system. The provision corrects a drafting error
in section 233 ot the Social Security Act that prevented
U.S. Social Security taxes from being imposed on carn-
ings intended to be covered under the U.S. system pur-
suant (o an international social security agreement. The
provision is effective for taxable years beginning after
enactment (April 20, 1983).

Treatment of certain services performed outside the
United States. Effective with respect 1o taxable years
beginning after December 31, 1981, toreign earned in-
come that was previously subject to the Social Security
self-employment tax is creditable lor Social Security
coverage purposes. This assures that such earnings are
covered under Social Securily since they are subject 10
Social Security taxes. 1t also provides, effective for tax-

able years beginning after 1983, that the self-employ- |

ment income of U.S. citizens who are residents of
foreign countries will be computed tor Social Security
purposes without regard to the tforeign earned income
exclusion. This provision subjects the self-employment
income of U.S. citizens (o Social Securily taxes regard-
less of their residence.

Coverage of amounts received under certain deferred
compensation and salary reduction arrangements. The
new law provides that employer contributions shall be
taxed and credited tor Social Security purposes if they
are (1) made under a deferred compensation or salary
reduction arrangement as part of a qualified plan under
section 401(k) of the Internal Revenue Code, (2) made
for an annuity contract under section 403(b) of the
Code, or (3) employee contributions that are treated as
employer contributions under section 414(h)(2) of the
Code. With respect to payments not paid to or under
such plans (nonqualified deferred compensation), the
legislation provides that such compensation will be
taxed and credited when the related services are per-
formed or when there is no substantial risk ol forfeiture
of rights to the amounts, whichever is later. Also, it as-
sures that nonqualified deferred compensation will be
taxed only once. The provision assures thai certain de-
ferred compensation and salary reduction plans are not
used to avoid Social Securily tax liability and that em-
ployes get Social Security protection based on such re-
muneration.

Extend Social Security coverage to all standby pay.
Public Law 98-21 provides tor coverage of payments
{other than vacation or sick pay) made 10 an employee
after the month in which he or she attains age 62 even if
the employee did not work for the employer during the
period for which the payment was made. (Such pay-
menls are often referred 10 as standby pay.) This provi-
sion is effective for payments made after December 31,

- 1983, For Social Security earnings-test purposes, the
slaﬁdby pay will count as earnings for the period for
which the wages are paid. This provision is intended 10

close a loophole in the law that could have enabled some
beneficiaries to continue working while avoiding Social
Security taxes and benefit reductions under the earnings
test.

Treatment of contributions under simplified em-
ployee pensions. This provision excludes from coverage
employer contributions 1o a simplified employee pen-
sion plan. Previously, such contributions were excluded
from Social Security taxes.but not from coverage. Since
the tax and coverage treatment tor Social Security pur-
poses were nol the same, credit could be given for
amounts not taxed. The amendment will be effective
with respect 1o remuneration paid after December 31,
1983.

Effect of changes in names of State and local
employee groups in Utah. Under prior law, Utah was
permitted to extend Social Security coverage (o specific
entities listed in the law as separate coverage groups.
This provision amends the law (o take account of the
fact that the names of some of the entities specifically
listed in the law were changed after the provision was
enacted. The amendment prevents confusion and poten-
tial contlict over whether the entities should continue to
be trealed as separate coverage groups for Social Se-
curity purposes.

Effective dates of international social security agree-
ments. Under this provision, an international social
securily agreement can become effective after the
expiration of a period during which at least one House
of the Congress has been in session on each of 60 days.
Prior law required a period during which both Houses
were in session on each of 90 days. Because days on
which either House failed 1o meet could not be counted
under prior law, thére were considerable delays in
implementing agreements. This provision is effective for
agreements submitted (o Congress after enactment
(April 20, 1983). '

Codification of Rowan decision with respect to cov-
erage of meals and lodging. This provision conforms the
statutory language to the decision in Rowan Com-
panies, Inc. v. United States (1981) that the value of
meals and lodging furnished to an employee for the con-
venience of the employer is not wages for Social Secu-
rily coverage and tax purposes. Also, it provides that an
exclusion of income from income-tax withholding shalil
not affect the treatment of the income for Social Secu-
rity coverage and taxation purposes. The Rowan deci-
sion could have been interpreted to mean that certain
payments (other than meals and lodging) that are cur-
rently treated as covered wages under Social Security
should not be taxed and credited under Social Security
because they are not subject to income-tax withholding.
Such an application of the Rowan decision would have
decreased Social Security revenues and reduced em-
ployee protection. This provision will be effective with
respect to remuneration paid after December 31, 1983.
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Other OASDI Amendments

Technical and conforming amendments to the maxi- -

mum family benefit provisions. This provision elim-
inates the January readjustment of the super maxi-
mum—the limit on combined maximum family benefits
where a family is potentially eligible for benefits based
on the earnings of two workers with maximum earnings.
Under the new provision, once the super maximum is
computed for a family, the limit thereafter increases on
the basis of COLA’s alone. Under prior law, the super
maximum was recomputed each January based on wage
increases. If wages did not increase at the same rate as
the COLA, benefits based on the recomputed super
maximum effective January for families on the rolls
could be greater, or less, than benefits for the previous
December. Thus, the January readjustment resulted in a
benefit cut in times when wages did not rise as fast as
prices and resulted in a benefit increase in times when
wages rose faster than prices. The January readjustment
is eliminated effective with respect to benefits for
months after December 1983.

Relaxation of insured status requirements for certain
workers previously entitled to a period of disability.
Public Law 98-21 extends the application of the special
disability insured status test for workers disabled before
age 31. It provides that a worker who had a period of
disability that began before age 31, who subsequently
recovered, and then became disabled again at age 31 or
later will again be insured for disability benefits if he or
she has one quarter of coverage for every 2 calendar

quarters elapsing after age 21 and through the quarter in

‘which the later period of disability began, but applying
the rules for excluding the prior period of disability (up
to a maximum of 20 quarters of coverage out of 40 cal-
endar quarters). This change provides relief to those
workers who could otherwise not get disability benefits
because they did not have time following recovery from
an earlier disability to work long enough before a
second disability to meet the 20-out-of-40 quarters
insured status test. The provision is effective for bene-
fits payable for months after April 1983.

Protection of benefits of illegitimate children of dis-
abled workers. Effective with benefits for April 1983,
Social Security monthly benefits are payable to the ille-
gitimate child of a disabled worker for the first month in
which the child satisfies all entitlement conditions even
though the acknowledgment, court decree, or order es-
tablishing parenthood occurs later than the first day of
the month. Prior law provided benefits for illegitimate
children of disabled workers for the first month
throughout which those conditions were satisfied. This
provision removes the anomaly that existed because
prior law deemed an acknowledgement, court decree, or
court order establishing the parenthood of the illegiti-
mate child of a retired worker to have occurred on the
first day of the month in which it actually occurred.

Allow 1 month retroactivity of widow’s and
widower’s benefits. Effective for benefits based on ap-
plications filed after June 1983, 1 month’s retroactivity
is provided for an aged widow(er) who files an applica-
tion for actuarially reduced widow(er)’s benefits in the
calendar month following the month in which his or her
spouse died. This provision makes an exception to the
rule, enacted in the Social Security Amendments of
1977, that bars the payment of retroactive benefits if the
retroactive benefits would result in the reduction of
future benefits. This provision facilitates payment in
situations where death occurs late in the month and the
widow(er) is under age 65 and fails to apply for benefits
until the following month,

Nonassignability of benefits. The new law specifies
that the provision in Social Security law (section 207)
prohibiting assignment of Social Security or SSI bene-
fits or subjecting them to the operations of bankruptcy
laws may not be superseded by another law unless the
other law does so by express reference to section 207.
(The Social Security law continues to prohibit the trans-
fer or assignment of any future Social Security or SSI
benefits payable and to state that no money payable or
rights existing under the Social Security or SSI programs
should be subject to execution, levy, attachment, gar-
nishment,-or other legal process, or to the operation of
any bankruptcy or insolvency law.) Based on the legisla-
tive history of the Bankruptcy Reform Act of 1978,
some bankruptcy courts have considered Social Security
and SSI benefits listed by the debtor to be income for
purposes of bankruptcy proceedings under that Act and
have ordered the Social Security Administration (SSA)
in a number of cases to send all or part of a debtor’s
benefit check to the trustee in bankruptcy. This provi-
sion clarifies that such orders are not appropriate. _

Use of death certificates to prevent erroneous benefit
payments to deceased individuals. The Secretary of
Health and Human Services (HHS) is required to estab-
lish a program under which the States can voluntarily
contract with HHS to supply information derived from
official death certificates. This information will be com-
pared with benefit program records to prevent payments
from being made to deceased persons. The provision
includes safeguards to protect the confidentiality of
State-supplied death information by exempting it from
the Freedom of Information Act and authorizes reim-
bursement to the States for the cost of furnishing such
information. The Secretary’s 1984 Annual Report to the
Congress is to include information on the status of this
program. ’ .

Study of SSA as an independent agency. The chair-
men of the Ways and Means and Finance Committees
will appoint a three-person panel to conduct a study
with respect to the implementation of establishing SSA
as an independent agency. The panel is to be composed
of experts in the fields of government administration,
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social insurance, and labor relations and its report shall
address managing the transition, authorities necding to
be transterred or amended, the program(s) that should
be included within the jurisdiction of the new agency,
the relationship ot SSA to other organizations required
as a result of establishing SSA as an independent
agency, and any other details that may be necessary.

The panel will submit a report and recommendations to .

the chairmen of the committees no later than April 1,
1984.

Suspending payment of benefits to prisoners. Effec-
tive with benefits for months after April 1983, Public
Law 98-21 prohibits the payment of OASDI benefits to
convicted felons while they are in prison; benefits to
auxiliaries based on an incarcerated individual’s earn-
ings will not be affected. This provision extends to all
OASI benefits the prior-law provision that limited pay-
ment of disability and student benefits to prisoners con-
victed of a felony.

U.S. residency requirement for alien auxiliary and
survivor beneficiaries outside the United States. The
new law provides for suspending Social Security bene-
fits for any alien auxiliary or survivor beneficiary who is
outside the United States for more than 6 months unless
the beneficiary resided in the United States for at least 5
years, during which the relationship of the beneficiary
to the worker who is the basis for payment was in exist-
ence. Children who cannot meet the 5-year residency
test on their own will be deemed to meet it if the 1est was
met by the parent(s). Also, children adopted outside the
United States will not be paid outside the United Siates.
To a large extent, the provision avoids paying benefits
to auxiliaries and survivors outside the United States
who had little or no connection to the United States and
who were not dependent on the worker for their liveli-
hoods while he or she was working under Social Security
in the United States. The provision does not apply if
nonpayment would be contrary to a U.S. treaty obliga-
tion or to individuals who are citizens or residents of a
country with which the United States has an interna-

tional social security agreement. The provision is effec- -

tive for individuals who initially become eligible for
benefits after December 31, 1984.

Professors of clinical medicine. State universities that
employ health care professionals as faculty members at
medical schools and tax-exempt taculty practice plans
that employ faculty members of the medical schools will
be deemed to be related corporations for purposes of
“‘common paymaster’’ rules, provided that 30 percent
or more of the employees of the plans are concurrently
employed by the medical schools. This provision is
effective for remuneration paid after 1983.

Generally, an employer is required to pay Social
Security taxes for its employees only on amounts up 1o
the wage base. However, if an employee works for more
than one employer during the year and his or her annual

wages exceed the wage base, employer taxes can be paid
on amounts in excess of the wage base. The “'common
paymaster’ cxception provides that il twe or more
related corporations employ the same individual, and
pay him or her through a common paymaster that is one
of the corporations, then the common paymaster is con-
sidered to be the only employer.

Foreign work test. This amendment changes the for-
eign work test to provide that retirement, auxiliary, and
survivor beneliciaries will have benefits withheld for
each month in which they are under age 70 and work for
more than 45 hours in noncovered remunerative activity
outside the United States. (However, the 7-day work
test will continue to apply with respect 10 withholding
an auxiliary benefit because of work performed by the
retired worker.) The provision is effective with respect
to benefits payable for months after April 1983.

Earnings sharing implementation report. Public Law
98-21 provides for a study by the Secretary of Health
and Human Services, in consultation with the Senate
Finance Committee and the House Ways and Means
Committee, of the implementation ot an earnings-shar-
ing plan. The Secretary is also required to consult with
the Congressional Budget Office (CBO), which, in turn,
is required (o submit a separate report on the method-
ology, recommendations, and analyses in the Secre-
tary’s report. The Secretary’s report is due to the
Congress by July 1, 1984, and the CBO report is due 30
days after submission ot the HHS report. .

Social Security cards. The new law requires that all
new and replacement Social Security cards issued after
October 30, 1983 (193 days after the date of enactment)
must be mad