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system or thelr monetary system so
that it is trul¥ uri international mone-
tary system, stich as the doHar, If they
do that, hopefully, in the long run—
perhaps not ia the shart run, but in
the long run—their yen wil be
strengthened. It will be accurately re-
flected in the marketplace. And then
this discrepancy that is anywhere
from 50 percent to at least 20 percent
;mdervalued for thelr yen will correct
tself.

Mr. MICHEL. I thank the gentle-
man for his mention particuarly of the
very illuminating letter that a number
of us received from the chairman of
the board of Caterpillar Tractor Ce.,
the folks who have given the matter &
great deal of thought.

Mr. GIBBONS. An excellent letter.

Mr. MICHEL. And to know that the
gentleman and his contemporaries on
that conmnittee have read that sum-

Ihatetolntu'ruptthhverynmmi-
nating discussion to advise our friends
over in the other body that we are

cause we full well that after
the com; of the conference
report here in the House it will have

OF 1983

(Mr. CONABLE asked and was given
permission to address the House for 1

minute and to revise and extend his
remarks.

)
Mr. CONABLE Mr. Speaker,

osity about the contents of this histor-
ic document. .o
We are at the emd of a long, hard

Nobody who voted for this
when it passed the House befo
the

provement of it. I hope my eolleagues
who voted aguimst it before will recons
sider and focus on the improvements
that have beea made and be a part of
this historic moment. :
mmtbmdooetothe bilt,
H.R. 1900, wivich was passed in this
Chamber 2 weeks ago. It w uld be su-
perfluous to resta

the conference, and the truly major
elements of the compromise agree-

ment.
The report differs significantly from
bill in these re-

the House-passed
" spects, and this is met central but it is

of interest to the Members, I am sure:

An sddition which would stop social
security benefits to alien dependents
and survivers who have been outside
the United States for ¢ consecutive
months. These persons, in order to re-

Now, Mr. Spealer, theeuectoftms
proposeal is te prevenst the addition of

dependents after an allem who is oth- -
erwise qualified

Mr, CONABIE. I yield to the gentle-
man from Nebraska.
Mr. DAUB. Mr. Speaker, 1 want to

]

assure him that this does not necessar-
Iinal action.

Mr. CONABLE. But it is something
that the osuieremse committee could
agree on, amd it appeared to be a rea-

sonable way to address what in the .

view of many people has become o -se-
rious sbuse. We will contine to follow
. Mr. PEASE. Mr. Speaker, will the
gentleman ylobd?
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Mr. ooumumwmmue-
man from Ohdo.

meothercmtermtorﬂnhecﬂmof
the conference repoat.

Mmmmmmber.the
gentieman from Minmeseta (Mr. Paxn-
zxL) and I attempted to get such an
amendment in in the Ways ahd Means

Mr. CONABLE, Correct.

Mr. PEASE. Our amendment was
fmperfect. It was net adopted by the
committee. I am happy that the
Senate and the coriference committee
have been able to work out good lan-

guage.

Mr. CONABLE. I appreciate the gen-
tleman’s help on this matter, too.

Mr. DAUB. Mr. Speaker, wlll the
zentlema.n yield further?

Mr. CONABLE I yleld to the gentle-

man from Nebraska.

Mr. DAURB. I thank the gentleman

In 1980 similar legislation was enacted
which applied to disability insurance

benefits. This agreememnt thus prov!des .

that OISI sand DI
cerated felons wouald be |

yield?

Mr. CONABLE. 1 yield to the gentle-
man from New York.

Mr. FISH. Mr. Spesker, I want to
commend the gentleman. As he knows,
the ‘matter he is discussing is of great
concern to our constituents.

tving
sny social security bemefits if that
person paid into the system while in
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an undocumented status. Could the
gentleman tell us what disposition the
conference made?

Mr. CONABLE. Yes; that was con-
sidered, of course, in the conference
committee, and there was considerable
resistance on the part of the adminis-
tration to that proposal only because
of fear that it would be extremely dif-
ficult to administer.

We are going to have to deal with
the problem of illegal aliens, and per-
haps in connection with that we can
do something further, but that provi-
sion was dropped out of the bill pri-
marily for administrative reasons, con-
cern that the Social Security Adminis-
tration would not be able to handle
the administrative problems that such
a proposal would bring up.

0 1100

Mr. FISH. If the gentleman would
yield further, I think the Senate
amendment is absolutely appalling
and I am delighted with the confer-
ence result. But I do think it under-
scores the necessity for this House to
act in this session of Congress on the
Simpson-Mazzoli Immigration Reform
and Control Act.

I thank the gentleman very much.

Mr. CONABLE. I thank my friend
for his comments.

Mr. Speaker, although the House
bill provided some needed improve-
ments in the treatment of women
under the system, and those were the
improvements that were included in
the original House bill, they were not
changed.

Mr. Speaker, rather than take any
further time of the House, I under-
stand the papers are now present and
I would like to yield back the remain-
der of my 1 minute, whatever is

unused.
The SPEAKER pro tempore. The
gentleman has co_nsumed 650 seconds.

CONFERENCE REPORT ON H.R.
1900, SOCIAL SECURITY ACT
AMENDMENTS OF 1983

Mr. ROSTENKOWSKI submitted
the following conference report and
statement on the bill (H.R. 1900) to
assure the solvency of the social secu-
rity trust funds, to reform the medi-
care reimbursement of hospitals, to
extend the Federal supplemental com-
pensation program, and for other pur-
poses:

CONFERENCE REPORT (H. REPT. NoO. 98-47)

The committee of conference on the disa-
greeing votes of the two Houses on the
amendment of the Senate to the bill (H.R.
1900) to assure the solvency of the Social
Security Trust Funds, to reform the medi-
care reimbursement of hospitals, to extend
the Federal supplemental compensation
program, and for other purposes, having
met, after full and free conference, have
agreed to recommend and do recommend to
their respective Houses as follows:

That the House recede from its disagree-
ment to the amendment of the Senate and
agree to the same with an amendment as
follows:

In lieu of the matter proposed to be in-
serted by the Senate amendment insert the
following:

SHORT TITLE

SEctION 1. This Act, with the following
tadble of contents, may be cited as the “Social
Security Amendments of 1983,

TABLE OF CONTENTS
Sec. 1. Short title.

TITLE I—PROVISIONS AFFECTING THE
FINANCING OF THE SOCIAL SECU-
RITY SYSTEM

PART A—COVERAGE

Sec. 101. Coverage of newly hired Federal
employees.

Sec. 102. Coverage of employees of nonprofit
organizations.

Sec. 103. ‘Duration of agreements for cover-
age of State and local employ-
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PART B—COMPUTATION OF BENEFIT AMOUNTS

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

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

Sec. 113. Elimination of windfall benefits
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sions from noncovered employ-

ment.

Sec. 114. Increase in old-age insurance bene-
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layed retirement.
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Sec. 122, Credit for the elderly and the per-
manently and totally disabled.
Sec. 123. Acceleration of increases in FICA
taxes; 1984 employee tax credit.
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Sec. 131. Benefits for surviving divorced
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Sec. 132. Entitlement to divorced spouse’s
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spouse’s benefits,
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TITLE I¥—SUPPLEMENTAL SECURITY
INCOME BENEFITS

Sec. 401. Imcrease in Foderol S5I demefit
stonBare.
Sec. 402, Adjustmeénts in Federal 881 pass-

mm
mmmm -temporary resé-
‘dents of emergency sheliers for
Aomeless,

the

Sec.-404. Disvegarding of emergency -ond
other in-kind assistance pro-
oided by nonprofit orpuniza-

tions
Sec, 405, Notification with respect to SSI
- progeam,
TITLE V-UNEMPLOYMENT
COMPENSATION PROVISIONS
ParA—anw. SUPPLEMENTAL
' COMPENSATION
Sec. 5§01. Extension qf program.
Sec. 502, Number of weeks for which com-
pensation payable.
Sec. 503. Effective date.
Sec. 504. Training.
Sec. 505. Coordinalion with trade readfust-
ment program.
.PART B—PROVIKIONS RELATING TO INTEREST
AND CREDIT REDUCTIONS
Sec. §11. Deferral of interest,
Sec. 5§12 Cap on credit redwetion.
See. 513. dverage anpioper contribution
sain -
See. §14. Dete for puyment of intevest. °
See. §15. Pensily for failure to pay interest.
Pany C—Almcaxrameoos Phovmons
Sec. 521. Treatment of emplogees providiag
services to edwcattonal institu-
tions,

Sec. 522, Extended bensfifs for indtviduals
wite ere Aospitaltzed or on jury

duly
Sec. 523. Voluntary healfh inswrance pro-

5011ciND) of the IMternul Reve-

nue Code of 1954
TITLE VI CYIVE PAYNENTS
FOR INPATIENT HOEPITAL
SER ]
Sec. 601. Medicare payments for inpuatient
hoepital sevvices on the basis of
Svespective rajes.

See. 682. Confarssiag amendments.

Sec. 603 Revorls, experiments, and demon-
stration prajects. .

Sec. 8§04 KDectine dutes.

Sec. 865 Dﬁ'hmmbm
pibal-based sursing

Jacilities.
Sec. mmmmmm»
m with  cost-of-Biving in-

Sec. 607. Secﬁoa 1122 amendments.

TITLE [-PROVISIONS AFFECYING THE 1
NANCING OF 7THER 8SOCIAL SECURITY
SYsraw

Soc. 101, (aN1) Section 2161a) of the Sociel
Security Act is amended by striking out
paragrephs (5) and (8) and inserting in liex
thereof the following:

“45) Service performed in the empioy of

instrumentelity

the United States or any of
the United Séunies, {/ such service—

“(4) would be excinded from the term ‘em-
ploysmeni’ for purpsses of this tille {f the
provisions of paragraphs (5) and (€ of .this.

subsection as in effect in Junueary 1983 hed

remainod in effocd, and
“(B/ is performed by am mdividual who (i)
has been continmously in the employ of the
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United Stetay or as inatrimeniality thersof
since December 31, 1343 fend for this pur
“indécidwal

Stales for employees aof

the Federal Govern-
ment (other than Jfor members of the uni- -

Jormed services);
except that this peregraph shall not apply

with respect to—
“i) service performed as the President or
Vice President of the United States,
performed—

member of the Seniov F

‘““I11) ine m io whieh the individu-
the President (or his des-
ignee) or tha mmu under section

“1C) by ang individusl as an employee
serving on 4 lemporary basis in case of fire,
storm, umm or other similar
emerg

(ZISQcﬂonZIIINdMAdu
by striking omsi

‘provisions af s

d)(1) Section 3121M) qfthc I‘ntemd Reve-
nue Code of 1854 is amended by striking out
paragraphs f5) and 16} and inserfing in lien

thereof the Sollowiny:

“¥5) service performed in the empioy of the
United States or eny instramentolity of the
United States, {f such service—

3
é
:
;
H

g X
&
E_e
11

§
§
:
|
5
|
8
S

an instramentality thereaf regardless of
whetherthepeﬂodquchseparcuoum

and Disability Fund, or benefits (for service
as an employee) under enother retirement

except that this paragraph shall not apply
with respect to—
(1) service performed gs the President or

Scheduile under Sections uum 5817
af title 5, United Séaies Coade.

‘UL «s & nencevesr appoinics in e
Senior Kzecuiive fServise ev & noncarcer
member of the Seniar Jeveign Service, or

“dU) in a posidien $0 which the individs-
al is appointed by the President (or his dee-
ignee) or the Vice President under section
105(a)l1), 108(aN2i ex 28 (a)(1) or (D)(1) of
title 3, United Sintes v

“(6) service performed in the employ of the
Uniled Siafes or any insirumenielity of the
Unibed States {f smch service is performed—

emerpency; ™,
(2) Section 3121(u)(1) of such Code i3
amended to read as follows:
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“(1) IN GENERAL.—FoOr purposes of the taxes
imposed by sections 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 a.dding at the end thereof
the following new paragra;

“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 re-
tired justices and judges to active duty), the
term ‘wages’ shall, subject to the provisions
af subsection (a) of this section, include any
payment under section 371(b) of such litle
28 which is received during the period of
such service.”.

(3) Section 3121(1) 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

ragraph’

“(5) SERVICE PERFORMED BY CERTAIN RE-
TIRED JUSTICES AND JUDGES.—For purposes of
this chapter, 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 fudges 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 remunera-
tion paid after December 31, 1983,

fe) Nothing in this Act shall reduce the ac-
crued entitlements to future benefils under
the Federal Retirement System of current
and - retired Federal employees and their
Jamdilies.

COVERAGE OF EMPLOYEES OF NONPROFIT
ORGANIZATIONS

SEC. 102. (a) Section 210(a)(8) of the Social
Security Act is amended—
..,{,”.,."” striking out “(A)” immediately after

(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—
“(g‘)" by striking out “(A)” immediately after

(B) by striking out "subpamgraph" where
1t first appears and inserting in lieu thereof
“paragraph”; and

(C) by striking out subparagraph (B).

(2) Section 3121(k) of such Code is re-
pealed.

(3) Section 3121(r) of such Code is amend-

ed—

(4) by striking out “subsection (bJ(8NA)”
and “section 210(a)(8)(A)” in paragraph (3)
and inserting in lieu thereof “subsection
(%8)" and “section 210(a)(8)”, respectively;
a

(B) by striking out paragraph (4).

{c) The amendments made by the preced-
ing provisions of this section shall be effec-
tive with respect to service performed after
December 31, 1983 (but the provisions of sec-
tions 2 and 3 of Public Law 94-563 and sec-
tion 312(c) of Public Law 95-216 shall con-
tinue in effect, to the extent applicabdle, 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 terminat-
ed under paragraph (1)(D) or (2) thereof on
or after March 31, 1983; but no such certifi-
cate shall be effective with respect to any
service to which the amendments made by
this section apply.

te)(1) If any individual—

CONGRESSIONAL RECORD — HOUSE

(A) on January 1, 1984, is age 55 or over,
and is an employee of an organization de-
scribed 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 Reve-
nue 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 January 1, 1984, acquires the
number of quarters of coverage (within the
meaning of section 213 of the Social Secu-
rity Act) which is required for purposes of
this sudbparagraph under paragraph (2),
then such individual shall be deemed to be a
Jully insured individual (as defined in sec-
tion 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 18 required for purposes of subpara-
graph (B) of paragraph (1) shall be deter-

mined as follows:
In the case of an in-  The number of quar-

dividual who on ters of coverage
January 1, 1984, 80 required

i8— shall be—

age 60 or over 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. (@) Section 218(g) of the Social
Security Act is amended to read as follows:
“Duration of Agreement

“¢g) 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 Secu-
rity Amendments of 1983.".

(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 termi-
nation is in effect on such date, and to any
agreement or modification thereof which
may become qffective under such section 218
after that dai

PART B—-Coxpumnon OF BENEFIT AMOUNTS

SHIFT OF COST-OF-LIVING ADJUSTMENTS TO
CALENDAR YEAR BASIS
SEc, 111. (a)(1) Section 215(1)(2)(A)(#) of
Social Security Act is amended by strik-
ing out “June” and inserting in lieu thereaf
“December”.

(2) Section 215(1)(2)(A)Miii) of such Act is

;zmendedlm dy & ukiny out “May” and insert
n

(3) Section 215(1)(2)(8) of such Act is
amended by striking out “Maey” each place
it appears and inserting in lieu therecof in
each instance “November”.

(4) Section 203(f)(8)(A) of such Act is
amended bdy striking out “June” and insert-
ing in lieu thereaf “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 subpara-
graph (A)(it) and inserting in lieu thereof
“December”, and by striking out “May” each
place it appears in subparagraph (B) and
inserting in leiu thereof in each instance
“November”.
(7) Sectton 202(m) of such Act (as it ap-
plies in certain cases by reason of section 2
of Public Law 97-123) is amended by strik-
ing out "May” and inserting in lieu thereof
“November”.

March 24, 1983

(8) The amendments made by this subsec-
tion 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 Se-
curity Act is amended by striking oul
“March 31” and inserting in lieu thereof
“September 307, and by striking out “1974”
and inserting in lieu thereof “1982”.

(2) Section 215(i1}(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 in-
serting in lieu thereof ‘September 30” and
by striking out “1974” and inserting in lieu
thereof “1982”.

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

(c) Section 215(i}(4) of such Act is amened-
ed by inserting, “, and as amended by sec-
tion 111(A)(6) and (b)(2) of the Social Secu-
rity 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(1) of the Social Secu-
rity Act, the “base quarter” (as defined in
paragraph (1)(A)(1) of such section) inthe
calendar year 1983 shall be a “cost-of-living
computation quarter” within the meaning
of paragraph (1)(B) of such section (and
shall be deemed to have deen determined by
the Secretary of Health and Human Services
to be a “cost-of-living computation quarter”
under paragraph (2)(A) of such 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 extend by
which the Consumer Price Index has in-
creased since the last prior cost-of-living
computation quarter which was established
under such paragraph (1)(B). :

e) Section 403(b) of the Omnibus Recon-
ciliation Act of 1982 (Public Law 97-253) is
amended to read as follows:

“(d)(1) Except as provided in paragraph
(2), the amendment made 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 payabdble under 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(1)(1) of the Social
Security Act is amended—

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

(2) by striking out “a
paragraph (B);

(3) by redesignating subparagraph (C) as
subparagraph (H); and -

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

“4C) the term ‘applicadle increase percent-
age’ means—

“(i) with respect to a base quarter or cost-
of-living computation quarter in any calen-
dar year before 1985, or in any calendar
year after 1984 and before 1989 for which the

” at the end of sub-
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OASDI fund ratio is 15.0 W or more, or

dar year after 1984 and before 1989
which the OASDI fund ratio is less than 15.0
percent, or in any calendar year after 1988
Jor which the OASDI fund ratio is less than
20.0 percent, the CPI increase percentafe or
the wage increase percentage, twhichever
(with respect to that quarter) is the lower;
‘AD) the term °‘CPI increase percentage’,

with mcttoamequamrorcoct-qf-
living computation quarter in any calendar
year, means the percentage (rounded to the

nearest one-tenth of 1 percent) by which the gych

Consumer Price Index for that quarter (as
prepared by the Department of Labor) ex-
ceeds such index for the most recent prior
calendar quarter which was a base gquarter
under subparagraph (A)(ii) or, {f later, the
moctmentconw-uoinycom

which included a base quarter under subpar
agraph (AXit) or, if later, ‘which included a
cost-of-living . cucmr

“(F) the term I fund ratio’, with re-
mct to any calendar year, Mﬂthenmo

"(i) the combined balance in the Federal

reduced by the outstanding amoust of any
loan fincluding interest thereon) therefore
made to either such Fund from the Federal
Hospital Insurance Trust Fund under sec-
tion 201(1), as of the beginning of such year,

to

“(13) the total amount which (as estimated
wmmn)munummrw
eral Old-Ape and Survivors Insurance Tyust

loans the Federal H Insur-
ance Trust Fund under section 201(1)), dbut
excluding any transfer detween

centape” and ot that follows down through
the semicolon, in the sentence immediately
Jollowing subdiviston (III), and inserting in
lieu thereaf ‘Dy the applicable increase per-

centage;”.

fe) sgcuon 215(4) of such Act is further

amended by adding at the end thereof the
ng new paragraph.

"ISI(A) If—

"mwuhnmtoanyemnurmrthc
‘applicable increase percentage’
mined under clause (ii) of paragraph (1)(C)
rather than under clause (i) of such para-

' cordingly

[{
quar-

was deter-
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under paragraph. (2) is such year was
determined

CPI increase percentape (or

such increase Dbecoming - effective under
paragraph (2) in that year because the wage
{increase perceniage was less than 3 percent),

and

“(41) for any subsequent calendar year in
which an increase under paragraph (2) be-
comes effective the OASDI fund ratio is
greater than 32.0 percent,

oy
sions (1), (II), and (III) of paragraph
(2)(A)(i1) are to be further incredsed under
subparagraph (4) in the subsequent calen-
dar year involved shall be the amount de-

rived by—
“(1) subtracting (1) the compounded per-
that were

{/ all increaves under paragraph (2)
been made on the dasis of the CPI increase

percentape,

“ti4) dividing the dwcmm by the sum of
the m subdivision
II) aud 100 percent, and

such - quotient bv

and mndingbmmmtmteuh afl
percent,

with the compounded increases referred to
mmmmmmm;mm
ured—

“tiv) in thceunofmumducﬂbeddn
subdivision (I) of paragraph (2)(A){L), over
the period deginning wilh the calendar year
in which monthly benefits descrided in such
subdivision were first increased on the dasis
of the wage increase percentage and ending
with such calendar year, and

“lv) in the case of amounts descrided in
subdivisions (II) and (IIl) of paragraph
(2)(A)($4), over the period beginning with the
calendar yoar in which the individual whose

“(C) Any cpﬂmblc additional percentage
increase in an amount described in suddivi-
sion (D), (ID), or (1ID) q{m (2)(A)44),
made under this m ulcudar

year, shall thereafter be m all the
mqflhulctuan#af increase
mgdctnu%amut paragraph (2)- 4

Jor that year.”.
(d)(1) Section 215(4(2:(C) of such Act is
amended by adding at the end thereof the
Jollowing new clause:

i

Jurther amended by ‘sec
111(5)(2)” and inserting in liex thereaf “sec-

) Nommuw anything to the con-
trary:in section 215(iM1)(F) of the Social Se-
curity Act (as added by subsection (a)(é) of

year
(rather than as of its deginning), including
the taxes tranaferred under saction 201(a) on
the first day of the year following that year.

" ELIMINATION OF WINDFALL RENEYITS FOR INDI-

VIDUALS RECEIVING PENBIONS FROM. NONCOV-
ERED EMPLOYMENT
Szc. 113, mmuwwwsm
Secumvlctu amended by adding at the
end thereof the following new paragraph:
“47)(A) In the case of an

prtmry {insurance be com-
puted under m 12)-of this subseo-

“t4) attainy ape 82 dhrl”l W where
Ae or she became entiliod lo & disability in-
surance denafit before 1984 end remained 20
entitled in any.-of the 12 months immediate-
”’pnoedmc- his or her attainment of aoe

or

“ti) uouu! attain m ') after 1985 and

becomes eligidle for & disabilily insurance

benefit after 1985,
and who first becomes elipible after 1985 for
a monthly periodic peymient (including a
payment delermined under subparagraph
(C), dut excluding & 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 wihich did not

constitute ‘employment’ as Mnad in sec-
uonuo.rorm of this title
in this paragraph and in subsection (d)(5)

referred to as ‘noncovered service’), the pri-
mary insurance amount of that individual
during his or her oomrmu entiiement to
such monthly periodic paymant and to old-
morduabamwmm shall be

puted recomputed subpara-
graph (B) with respect to the initial month
in which oummum decomes eligidle for
such benefits,

“(B)V) If paragraph (1) of this subsection
would apply to such an individual (except
Jor subpdaragraph (A) aof this paragraph),
there shall first be computed an amount
equal to the individual’s primary insurance
amount under the preceding paragraphs of
muubaection.mmtut!orumomqf
such computation the peroentage aof the in-
diou%ama:’w mth’ earn-
nos established subparagraph (A)(4) of
paragraph (1) shall de the nl specified
memm(w.!hmﬂu 08 computed
(without regard to this paregraph) a seoond
amount, which shall be égual to the individ-
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ual’s primary insurance amount under the
preceding puragraphs of this subsection,
except that such second amount shall be re-
duced by an amount equal to one-half of the
portion aof the monthly periodic payment
which is attributable to noncovered service
performed after 1956 (with such attridbution
beiny based on the proportionate number of
years of such noncovered service) and to
which the individual ts entitled f(or 1is
deemed to be entitled) for the initial month
of his or her eligibility for old-age or disabil-
ity insurance benefits. The individual’s pri-
mary insurance amount shall be the larger
of the two amounts computed under this
subparagraph fbefore the application of sub-
section (i)) and shall be deemed to be com-
puted under paragraph (1) of this subsection
Jor the purpose of applying other provisions
of this titte.

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

“(I) 80.0 percent with respect $o individ-
uals who initially become aligible for sld-age
or disability inswrance benefitsin 1986;

‘“(I1) 0.8 percent with respect #o mdivid-
uals who se ecome sligible in 1985,

‘“(I1I) 60.9 peruatt with respect to individ-
uals who 30 beosome eligible in 1988;

‘“(1V) 50.0 percent with rexpect to individ-
uals who 20 -become eligible in 1989; and

‘“CV) 40.0 pervent with respect Lo individ-
uals who so become eligible in 1880 or there-

afier.

“(C)({) Any periodic payment which other-
wise meets the requirements aof subparn-
graph (A), but which is paid on other than a
monthly basis, shall be allocated on a dasis
equivalent to a monthly peyment (as deter-
mined by the Secretary), end such equiva-
lent 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 survi-
vors benefit to any other individual, the
payment shall be deemed to be increased (for
purposes of any compuiation under this
paragraph or subsection (d)(5)) by the
amount of such reduction.

“tiii) If an indévidual fp sshew aubpara-
graph (A) applies is digihle for & poniodic
payment beginning with o wmoulh that is
subdseguent to the month in shioh .he or she
becomes aligible for old-cge ar disuibilily in-
surance bemefits, the amount @f that pay-
ment (for punposes qQf subparagraph (B))
shall be deemed 1o be the ament to which
he or she is, ©r s deemed L0 he, enditiadl (aad-
Ject to clauses (i), (ii), and Liv)nfﬂrbmb
paragraph)in such subsegusnt month.

“tiv) For purposes of this poragraph, the
term ‘periodic payment’ indiuiies a poyment
payable in g lump sum if it 4s @ commuta-
tion nf, or a subslitule Yor, pericilic pqy-
ments.”.

‘“D) ’I'his paragraph shall not eaply in the
case of an individual who has 3D years or
more of coverape (as definefl in paragraph
(DITIE)L In the case of on individaall who
has more than 24 -years &f coverage but 1ess
than 30 years of coverage (as so defined), the
percent specified in the applicatile saddivi-

sion Yif such percent is smaller than the per-
cent gpecified in whichever qf the Jollowing
clauses appties) be deemed to be—

(i) 80 percent, in the case of an intivitu-
al who has 29 of such years of coverage;

“¥it) 70 percent, ‘in ‘the case of un intdividu-
al who hus 28 of such yeors;

“(ii) B0 percent, in the case vfown intivid-
ual who has 27 of such years; end

“liv) 50 percent, in the case of uwn individ-
ual who has 26 of such years.

“(E) This paragraph shall not apply in the
case of an individual who on January 1,
1984—
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“(¢1) is an employee performing service to
which soctal security coverage is extended
on that date solely by reason of the amend-

‘ments made by section 101 of the Social Se-

curity Amendments of 1983; or

“4i1) is an employee of a nonprofit organi-
zation which (on December 31, 1983) did not
have in effect a wativer certificate under sec-
tion 3121(k) of the Internal Revenue Code of
1954 and to the employees of which social se-
curity 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 employ-
ee of that organtzation under a waiver cer-
tificate which was subseguently (prior to
December 31, 1983) terminated.”.

(b) Section 215(d) of such Act is amended
by adding at the end thereof the followiny
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 paregraph (4)IB)(d) of thut sub-
section, who—

‘“4) attains age B2 qfter I985 (except
where he or she became entitled o udisabil-
ity insurance benefit before 1988, und re-
mained so entitled in any of the 12 months
immediately preceding his or her attain-
ment of age 62), or

“(B) would attain age 62 after 1985 and
becomes eligible for a disability insurance
benefit after 1885, and who first becomes eli-
gible after 1885 for o monthly periodic pcy-
ment (including a payment delermined
under subsection (a)(7THC), bul 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 nonco-
vered service, primary dinsurance
amount of such individual during his or her
concurrent entitlement to such monthly pe-
riodic payment and to old-age or disability
insurance benefits shall be the primary in-
surance amounl computed or recompuled
under this subsection (without regard to this
paragraph end before the application of sub-
section (1)) reduced by an ameunt sgual to
the smaller of—

‘“(ti) one-half @f the primery dnsunance
amount (computed withoul mwawd o Shis
paragraph und before the apgiication of
subsection (iM, er

“‘(i1)-onsdhalf af she poriton &f dhe waenthly
periodic sapment far peioneont edlomudnad
under subseation @M 7)(Ci), aslidoh i3 wathrib-
utable 10 nennowered servioe powiormed qlier
1856 Ywith suok aliribution beiny boksill on
the proportiensie aumbder ui oS @f ssch
noncovered sawion) and £o which that tadi-
vidual is entitled (or is deemed #o de enti-
tled) for the initial month qf his er ber €ligi-
bility for old-ape or disability insuraunce

¢s. .

This paragrash shall wot cpedy du the cose
of .any tnkividusil $0 whow sulsection ()(7)

would nat &y neeson ﬁ"mumph
(E) or the finet seudense of selbgparagmph (D,
thereof.

) Section 225 of such Mt tis omendad
byaddzngd&aﬂm&em
newpea

“t9)(d) In the case of on indirvitiual who
becomes entitled to a periodic mgmment te-
termined under stibeection IT7TiHA) tinclud-
ing u puyment Gefermined wnder subsection
(QITTHT)) n o swonlh sutbeequent to the first
month tn sshick he or she becomes entifled
to an eld-nge or-disabdility srwswronce benefit,
and whose primary insuranve amount hes
been computed without regard to either such
subsection or subsection (d)(5), euch indi-
vidual’s primary insurance amour’t $hall de
recomputed, in accordance twith either such
subsection or subsection (d)(5), as may be
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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 computed under subsec-
tion (a)(7) or (d)(5), and it becomes neces-
sary to recompute that primary insurance
amount under this subsection—

“4i) so as to increase the monthly benefit
amount payable with respect to such pri-
mary 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

“tii) by reason of the individual’s death,
such primary insurance amount shall be re-
computed without regard to (and as though
it had never been compuled with regard to)
subsection (a)(7) or (d)(5).". .

(d) Sections 202(e)(2) and 202(f)(3) of such
Act are each amended by striking out “sec-
tion 215(f)(5) or 8)” wherever il .appears
and inserting in lieu themeqf ‘Section
215(f)(5), 215(f}8), or 216(f) (M B)’..

INCREARE IN OLD-AGE INSURAMNCE BENEFLIT
AMOUNTS 'ON ACCOUNT OF DELAYED RETIREMENT

SEC. 114, (a) Section 202(w)(1)(A) of the
Social Security Act is amended to read as
Sollows:

“(4) the applicable percentage (as deter-
mined under paragraph (6)) of such amount,
multiplied by”.

(b) Section 202(w) of such Act is further
amended by adding at the end thereof the
Jfollowing new paragraph:

“(6) For purposes of paragraph (1)(A), the
‘applicable percentage’ 13—

“4A) %s of 1 percent in the case of an indi-
vidual who first becomes eligible for an old-
age insurance benefit in any calendar year
before 1979;

“ABJ ¥ of 1 percent iu the case of an indi-
vidual who first becomes eligible for an old-
age insurance benefit in any oalendar year
after 1978 and before 1987;

“4C) in the case of an individual who first
becomes eligible for an old-age insurance
benefit in a calendar year after 1986 and
before 2085, a percentage egual do e onpli-
cable percentage in <ffect wnder dhic pora-
graph for persons who first become «kigible

i Perasaont
to this subpuragnash), plus ¥y @ 1 geroent if
the calendar yeor i which fhat gporticulor
individual firat Seoomes dligihkle for such
benefit is not enenly divisitie dy 2; entl

“(D) % of 1 povoent dn ithe case ©F wn -
vidual who first Secemecs eiigthie for am sid-
age insurance Sengfii in 8 calendor yeor
after 2004.”.

PART C—REVENTE PROVISIONS
SEC. 121. TAXATION OF SCIAL BECURITY AND THER
1 RATLROAD RETIRENENT RENEFIPP.

(a) GENERAL RULE—Part Il @f subchagder
B of chapter 1 of the Iniernal Revenae Code
of 1954 (relating to amounts specifically in-
cluded in gross income) is amended by
redesignating section 86 os sectiom 87 wnd
by inserting after section 85 the Yallowing
neao section: i
“SEC. 86. SOCIAL SRCURIY AND THIR 1 RAILROAD

RETIRENMENT BENDEITS.

“4a) IN GENERaL {7088 imrome for ithe
taxable year of any taxpayer describad -in
subsection (b) inchades socidl sevurity bene-
fits tn an amount egual to the leseer gf—

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

“(2) one-half of the excess describet -in sub-
section (b)(1).

“tb) TAXPAYERS TO WHOM SUBSECTION (a)
APPLIES.—
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“(1) IN GENERAL.—A taxpayer u deseribed
in this subsection if—

“(A) the sum of—

“t4) the modified adjmtad gross income of
the taxpayer for the taxable year, plus .

“(i1) one-half of the social security benefits
received during the tarable year, exceeds

“(B) the base amount.

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

‘“(A) determined without regard to this sec-
tion and sections 221 911, 931, and 933, and

“(B) increased by the amount of interest
received or accrued by the tarpayer during
the taxable year which is exempt from tax.

“(c) BaSE AMOUNT.—For purposes of this
section, the term ‘bage amount’ means—

“(1) exceépt as otherwise provided in this
subsection, $25,000,

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

and
“(3) zero, in the case of a taxpayer who—
“l4) s married at the close of the taxadle
year (within the 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 tarabdle year.

“(d) SoC1AL SECURITY BENKFIT.

“41) IN GENERAL.—For purposes qf ﬂm sec-
tion, the term ‘social security benefit’ means
any amount received by the tixpayér dy-
reason of entitlement to—

“4A) a monthly benefit under title If of the
Social Securitly Act, or

. _‘U(B) a tier 1 railroad retirement benefit.
For purposes_of the preceding senlence, the
amount received by any tarpayer shall be
detemtnedu(ttheﬂoc(alsgcuﬂtylctdtd ;
-not contain section 203(1) thereof.

“l)l ADIUSTMENY FOR REPAYNENYS nunm

"(A)Inm--!'or psmom ‘of this set-’
~ tion, the amount uf social: security Denefils '
 redetved during eny taradle year shall de re-
-duced by any vepuyment made dy the tix-
mwduduoﬂwuubhmrolamm»
- curity benefit previansly received by the
payer Iwhctheror.otmbemtmw
ceived during the taxable yeqr).
‘“(B) DgN1alL, OF DEDUCTION.—If lbutjbrom
subparagraph) any portion -of the repey-
'mtsrvfomdtomubparwmm(dlmu

vear (and not repaid during such taxable
year),

“(3) Wonmus COMPENSATION BENEFITS
SUBSTITUTED FOR SOCIAL SECURITY BENKFITS.—
For purposes of this section, {f, by reason of
section 224 of the Social Security Act (or by
reason of section 3(a)(1) of the Railroad Re-
tirement Act of 1974), any social securily
bmﬁtumducedbvmdthcmtqf
a benefit under a workmen’s compensation
act, the term ‘social secyrity benefit’ in-
cludes that portion of such benefit received
under the workmen’s compensation act
which equals such reduction.

““t4) TIER t RAILROAD RETIREMENT BENEFIT.—
For purposes of paragraph (1), the term ‘tier
1 railroad retirement benefit’ means a
monthly denefit under section 3(a), 4(a), or
4(/) of the Railroad Retirement Act of 1974

“fe) LIMITATION ON AMOUNT INCLUDED
WHERE TAXPAYER RECEIVES Lump-Sum PAY-
MENT.—

“(1) LIMITATION. —If—

“A) any portion of a lump-sum payment
of social securily bdenefits received during
the taxable year-is attributable topriortu-
able years, and

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

‘taxz- .

such calendar year, and.
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then the amount swcluded: ¢i pross income -

underthumuonlbfmmuemrbv
alud:,omonahaa

§

years to which it is attridutadle.

“(2) SPECIAL RULES,~

“(A) YRAR TO WHICH BENEFIT ATTRIBUTA-
BLE.—For purposes of this subsection, a
social security benefit is attiridbutadle to a
tarable year {f the generally applicable pay-
ment date for :uch denefit occurred during

such taxable yea

‘“(B) Eucnon—An election under this
subsection shall dbe made at such time and
in such manner as the Secretary shall by reg-
ulations prescride.. Suoh election, once
made, may be revoked only with the consent
of the Secretary.

“(f) TREATMENT A8 PENSION OR ANNUITY FOR
CERTAIN PURPOSES.—FOr purposes of—

“(1) section #3(c)(2) (defining earned

ncome),

“12) gection 219(f)(1) (defining compensa-
tion),

“(3) lecuon 221(0)(2) (defining earned

income), and
}oreum

“(4) section 911/b)(1) ldqﬂntng
earned income), .

any social security benefit shall be treated
as dan amountrecetwducmﬂonoran-

“i‘v »”

(b) INFORMATION REPORTING.~Subpart B of
part Il of ter A of chapter 61 of
sich Code (relating to information concern-
1LY trammm ‘with  other persans) is
amented by adding et the cad thenqr the
Jollowing wew section:

’mmManmam
RITY BENEPITE

: *“la) mmum—m» “master. files of
‘m Pederal offictel  shall make a .

1) them -

“(4A) aggregate amount of social security
- benefits paid with respect to any individual
during any calendar year,

‘*“(B) aggregate amotmt Qf social securitly .
benefits .repaid by such

"ICJ
of 1974) in denefits which would otherwise

.have bdeen paid to such individual during
‘the calendar year on-acoount of. amounts re-

--getved under a workmen't -compensation

act, and
“(2).the name and address of such individ-

ual :

“(b) STATEMENTS TO Bx FURNISHED TO INDI-
VIDUALS W Rxspscr TO WrHOM INFORMA-
710N Is FUrNismzD.-—Every person making a

- return under subsection (a) shall furnish to-

each individual swohose name i3 set forth in
such return a.written statement showing—
"(1) t):an:;ne of the agency making the
"w the sggregate. amount of payments, of
repayments, and of reductions, with respect
to the individual as shown on such retvrn.
The twrilten statement required under the
preceding sentence shall de furnished to the
individual on or before January 31 of the
vear following. the’ calendar. year for which

‘w Apmomuﬂ m omcw..--m
‘appropriate Pederal ’ means—
“(A) the Becretary of Health and Human
Services in the case of social security bene-
Jits described in section 88(d)(1)(A), and

" ‘soctal security bemefit’ Mas

WM’W,.

_aggregate . to
..-224 of the Social Security Act (or under sec-
' mﬂu)ll) of the Railroud Retirement Act
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“(B) the Railroad Reltrement Board in the
case of social security donefits dm#bed in
section 361d)1XB),

“(2) SOCIAL SECURITY 'BENE, m—m term

the meaning
given to such term by section 86(d)(1).”

{¢) TREATMENT OF NONRESIDENT ALIENS.—

(1) AMENDMENT OF SECTION 871(q).—Subsec-
tion (a) of section 871 of such Code (relating
to tax on income not connected with United
States dusiness) is amended by adding at the
end thereof the following new paragraph’

“(3) TAXATION OF SOCIAL SECURITY BENE-
rrs.—For purposes of this section and sec-
tion 1441— )

“(A) one-half of any soctial security benefit
(as defined in section 88(d)) shall be includ-
ed in gross income, end

“(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 thcwaf&he/ollowmy new
subsection:

“lg) 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 ADMINISTRATION OR nuz.mm RETIRE-
MENT BOARD,—

{A) IN m—Mecﬁon (k) of section
6103 of such Code (relating to disclosure to

purposes of tax administration, etc.) is
amndedbudﬂwﬂthcmmewm
JSollowing new

~ (C) DISCLOSURE BY FINANCIAL INSTITU-
TIONS.—Seétion 1113 &f the Right to Finan-
cilal Privacy Act of 1978 (92 Stat. 3708; 12
U.S.C. 3413) is amended by adding at the

end thereof the following new subsection:

“(k)(1) Nothing in this tille shall apply to
the disclosure by the financial institution of
the name and addren aof any customer to the
Department of the Treasury, the Social Secu-
rity Adminis or the Railroad Retire-
ment Board, where the disclosure of such in-
formation is necessary to, and such infor-
mation is used solely for the purpose of, the
proper administration of section 1441 of the
Internal Revenus Cole of 1954, title II of the
Social Security Act, or e Railroad Retire-
ment Act of 1974,

“(2) Notwithstanding any other provision
of law, any request ax,
(1) (and the information conta: ]
may de used bvﬂw.ﬁnm institsition or
its-agents solely for the prpose of providing
the customer’s name and address Lo the De-
partment of the . the Social Secu-
rity Administration, or the Railroad Retire-
ment Board and shalldé darred from redis-
clonm' by the financial institution or its
agents.”
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section 861 of such Code fnalaling 4o dmoome
Jrom sources within the dunited Simive) is
amendod by adding of the and shonssf the
Jollowing weew paregraph.

“UR) .SOCKL SECIRITY SENANEE.—day social
securily benefit (as dafinad ém  seclion
B>

@ TRaNsraes 10 TRuST FINRS —

1Y in aeunnat.—There ene hovweky sppro-
priated fo exoh pegor fund omsents egsisa-
lent do She apprapmie increase in #ax Jubil-
4ties under chapter i of the fnloranl Beve-
nue Code of 1954 which is attribackeile io the
applicaiion of aeclions 86 arnd 871 ke¥(8) of
such Cede (@ odded -by his section) 30 pay-
ments from such payor fund.

(2) TransEERS.—The amoennis anprapriated
by paragraph (1) fo any gayor fund shall be
trangferred from tisne to time (bul not less
Srequenily than guarterly) from the geweral
Sund of The Treasury on the basis af esti-
mates made by the Secretary of the Treasury
of the amounts referred to in such para-
graph. Any such quarterly payment shall be
made on the first day of such quarter and
shall take into account social security bene-
fits estimated to be received -during such
quarter. Proper adfustments shall be made
in the amounis wubsequently traneferred to
the extent prior estimates were ¥ exoess of
or dess than fhe emounts reguimssl $o be
nengiernedl,

&
(i Busarrons.—For purposes -of Wis sub-
section—

(#) PAYOR FUND.—The term “payor fund”
means any trust Yund or acecunt Jrom
which payments of sociad securlly W
are made.

¥B) SOCIAL SECURITY BENEFITS.—The SEym
“social securtly bengfits® hus the meaning
given such term by vertion SOvUNTY of the Tn-
ternal Revenue Coite of 1954.

14) RzPORTS.—The Secretary of the Treas-
ury shall submit ennual reports to the Con-
gress and to the Secretary of Heulth and
Human Services and the Ratlroad Retire-
ment Board on—

{A) the transfers mude under this subsec-
tion during the pear, end the methodology
used in determining the emount of such
transafers and the funds or account to which
made, and

(B) the anticipated operation of this subd-
section during the next § years.

(f) TECHNICAL AMENDMENTS.—

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

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

“Sec. 86. Sooial security and tier 1 railroad
retirement benafits.

“Sec. 87. Alcohol fuel credit.™

(4) The Lable nf sactions for subpart B of
part III of subchapter A of chupter 64 of
such Code é8 amended by addimg at the end
thereaf the fallosing new dtems:

“Sec. 60507, Returns —n!ating $o soctul secu-
rity benerits.”

{9) EFFECTIVE DATES.—
(1) IN GENERaL—Except as provided in
paragraph (2), the amendments made by

this section shall apply to benefits received

CONGRESSIONAL RECORD — HOUSE

afier December 31, 1983 in taredle yewrs
ending afier such dete

{2) TREATMRENT OF CERTAIN LUMP-SUN B4Y-
MENYS RECEIVED APTER DECEMRAR 21, WL —
The umeadmenis made by this section shall
xmotf aaply 1o ony yorkion of ¢ ey ewm puy-
ment of socicl snrunily denclils Jas dafined
in section 8¢/ af the Intievmal Resenue
Code of 1954) received wfier Bepember 31,
2983, ¥f the penerally axpiicsdle payment

. dete yor such mortion was Sgfeve Jousary 1,

1884,
SEC. 222, ORENIT FOR THE EIDERLY 4ND TN PER-
MANENTLY AND SOTULLY SISABLED.
(a) GENERAL RULE.—Section 37 of She inier-
nal Revenue Code of 1854 frelathing to credit
For the elderly) is emendad $o »aud s fol-
Jows:’
~“WEC. 37. OREDIT FOR YUE SXDURLY AND THE PER-
MANENTLY AND TOTALLY BUSARND.
“(a) GENERAL RULE.—In the cose of o guaii-
Sied individual, there shall be allowed as a
credit against the iux smposed By fhis chap-
ter for the tarable yewr an amosnt egual to
15 percent of such individual’s section 37
amount for such tarabdie year.
“(b) QUALIFIED INDIVIDUAL.—FoOr purpuses

of this wection, the term ‘Qquatified individu-'

al’ means any individual—

“(1) who has atlained age 65 defore the
close of the taxable year, or

“(2) soho retiwod on Siselilily besore ithe
close of the tamdbiie yeur aund whe, when e
relired, was permanently and tlotally @is-
abled.

“(c) SErYioN 37 Assovew—ROr purpoees of
subsection (a)—

‘Y1) IN GENERAL.—AR individaslls scolisn
37 amount for the Sarable year simll be She
applicable initial amownt deterarinnd wadlcr
paragrapk (2), seduced uMdnm—
graph (3) and in subseotion ).

‘429 INITIAL ANOTNT—

“(A) IN GENERaL—Except -a8 provided in
subparagraph (B), the initial emount shall
be—

“(¢i) $5,000 in the case of a single indévidu-
al, or a joint return where only one spowse is
a qualified individual,

“(it) $7,600 in the oase qf e joint xeturn
where both spouses are gualified individ-
uals, or

“(4ii) $3,750 in the cuse of a marmed indi-
vidual filing a separate retwrn.

‘“(B) LIMITATION IN CASE QF INDIVIDUALS WHO
HAVE NOT ATTASNED AGEK 85.—

‘“3) IN GENER&L.—In the case of a ¢ualified
individual who has not attained age 65
before the close of the taxable year, except 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
both spouses are qualified individuals and
at least one spouse has not attained age 65
before the close of the taxable year—

‘“CI) if both spouses have not attained age
65 before the wciose of fhe tazudle year, ihe
initial amount shall usl excced the sum of
such spouses’ disabildly income, or

‘“(I1) if one spouse has atéained age 65
before the close wf the lavuble yeor, the ini-
tial amount shell wmot evossd Ythe sum of
$5,000 plus the ilinubility insome Sor the tox-
able year of the gponse swho has-nel allained
age 65 before dhe claseqf the faxable goor.

“(ii1) DISARBILITY iNCOME.—For punpeses of
this submengomsph, -the lterm Himobitity
income’ smenms the agpregate amounl in-
cludable-in the gxoss dncomeof the dadévidu-
al for the taxabdble year under section 42 or
105(a) to the extent such amount constitutes
wages (or payments in lieu of wages) for the
period during which the jndividual is
absent from work on aooount of permanent
and total disadility.
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‘“43) REPUCTION, —

‘“CA) IN GENERAL.—The meductisn sxder this
paragraph is an amount egusl o She sum of
the amounts -meosised by the dndtickZaml (o7,
in t(he rase of a jutnt wstewm, by wvither
SpoNte) 8 € Ponsion e -annwily or as o dis-
abitity benefit—

“(i) which is exctwded From pross ituncome
and poydbie under—

“(1) title 11 of the Soctul Security fct,

"“(11) the Railroadl Retirement dct of 1974,
or

“(I11) o law adwminislenad by the Veterans’
Adwministralion, or

“fii) sohiok is excluded from gyoss imcome
under any provisien qf daw nwot contained in
this titke.

No reduction shall be made under cluvee (i)
(I11) for any amount described in seclion
104(a)(4).

“(B) TREATMENT OF CERTAIN WORKMEN'S
COMPENSATION BENEFITS.—For purposes of
subparagroph (4), auy amount ireated as a
socidgl security benefit under section 86(d/(3)
shall be treated a3 o disability benefil re-
ceived under title II of the Social Security
Act.

“td) LIMITATIONS. ~—

‘(1) ADJUSTED GROSS TNCOME 1IIYMTION. — If
the odijustod groms inoemne @f the Laxpayer cx-
cantis—

“ld) 87,500 in the cnse of o single indinid-
ual,

“tB) 818,098 én the vase of & joint weturn,
or

“#CY $5,900 in the case of a murried indi-
vidudl fling « separole reixm,
the section 37 smount shall be redsced by
one-half qf the exnezs of $he adsustad pross
income over $7,500, $10,000, or $5,000, «e the
case may be.

‘U2) LIMITAYION BASED ON ANOUNT OF IMX.—
The amount of the credit aliowed by this sec-
tion fer dhe daxable pear shall wet excond the
amoxnt af the tax imposed by this ohapter
Jorauch taxable year.

“fe) DEFINITIONS AND SPECIAL RvLms—For
purposes aof this section—

‘A1) 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 tarpayer and his spouse file a
joint return for the taxable year.

“42) MARITAL STATUS.—Marital status shall
be determined under section 143.

“43) PERMANENT AND TOTAL DISABILITY DE-
FINED.—An individual is permanenily 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 permanently
and totally disabled wunless he furnishes
proof of the existence thereof in such form
and manner, and at such times, as the Secre-
tary may require.

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

(b) REPEAL oF EXCLUSION JOR CERTAIN Dis-
ABILITY PAYMENTS.—Subsection (d) of saection
105 of such Code (relating to certain disabil-
ity payments) is hereby repealed.

(¢) CONFORMING AMENDMENTS,

(1) Sections £1(0)(2), 44A4(b)(2),
46(a)(4)(B), 53(a)(2), and 804(g) .of such
Code are each amended by striking out ‘“re-
lating to credit for the elderly” and inserting
in lieu thereaf ‘relating to credit for the el-

o
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(3) Subsection fu) of section 86 of sweh

cmsmumuwnm‘m
1051d),”,

3 D) of section 198(eN3)
of such Code (as tn effect for tazubdls poars
deginning after December 31, 1984) ¢
amended

by striking out “1084d),".
(4) Paragraph w::fncuumlb)nfueh
Code is amended dy out “vections

striking
105(d) and 911” and inserting in Mex thereas the

“section 911,

(5) Clause (§) of sectiom 415(cH3INC) of
such Code is emended by striking out “sec-
tion 105(d)(4)” and inserting in lieu theroof
“section 37(e)(3 ”. ‘

(6) Paragraph (8) of section 7871(a) of
such MumucMMuo-
paragraph (AL and by redesignating subpa
agraphs (B), (C), and (D) as umw
(A) (B), and (C), respectively.

7) The tabie of sections for subpart A of
partIVafumurAdml aof such
Code {s amendad by sfriking out the item re-
lating to section 37 and ineerting in liew

thereaf the Jollowing:
“Sec. 37. Credit for the eldesly and the per
end tlotally

Tla) ACCRLERATION OF - IvCREASES Iv FICA
UXES,—

(1) Tax OW EMPLOYERS..Subsection (a) of
m“on)lﬂ!qulnwmcodcaf
1954 (relating to rate of tax on emplopees for

survivors, and dieadilily tnsurence)
out paragraphs 1)

is amended by sriking
through mmmmmwmm
Jollowing: -

“In cases afm ) The rute
received during: . shall be:
1984, 1985, 1986, arn" ..... 57 percent
1988 OF £909.........ccc0ecrnsiverice 0.08 ‘percent,
1900 or theveafter..... 6.2 percent.”

tmm—suomtm (a) o{nec-
tion.!ul of such Code is amended by strik:
iwmnma}mnlﬂandm-
Jollowing:

serting tn New thereof the

“In cases of wages The rate
paid during: -shall be:

1984, 1985, 1986, or 1087 ..... 5.7 percent

1988 or 1989.........ccouscseess.. 6.0 percent

1990 or thereafter..........ouu.. 6.2 percent.”

* (3) ErrecTivE DATE.—The amendments
made by this subsection shall apply to remu-
neration paid qfter December 31, 1983,

(b) 1984 ExrLOYRS Tax CREDIT.—

(1) In cznerar.—Chapter 25 af such Code
is amended dy adding at the end thereaf the
Jollowing new section’

“SEC. 3518 mmr PFOR INCREASED SOCIAL SECU-

‘Yta) GanzmalL Ruora.—There shall de al-

lowed as a credit against the tax impowed by
section 3101(a) om wages received during
Imancmuudtoﬂ.dlmtq!
the scages so receéved.
“ft) Tz CrEmer ALLOWED.—The ' credit
under subsection fa) shall de taken inlo ac-
count in determining the amount oy the tux
deducted under section 3102(a).
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“fc) Waaas,—Por purpoess #Mm
mm\m-mmm

muwm:umaurmmm
apply in the case of an agreement under sec-

Taxes.—

“1) Inom-nmmumu
a credit against the taves imposed dy sec-
tions 3201/a) and 3211(a) on compensation
muuﬂuxufmmmmm
at rates determined by reférence to section
3191 en emount equsl to ¥, of 1 percent of

compensation.
‘Y2) TIME CREDI? ALLOWED.—The credit

64 mount of the fux wnder seotten 3211(a)).
COMPENIATION. ~Por

“(3) pusposes of this
subsection, the term ‘compensation’ has the
3231(e), ind "

“wmmmm«we).-

For purposes of sudssclien fei of section
6413, in determining the amount of the tax
imposed by sestion 218t or 3M1, eny credit
m&g’” b

(2) CLERICAL AMENDMENT.—The iadie of sec-
tions for chapiler 25 of anch Cade i amended
by adding et the end w&m
new

“Sec. 3510. ae;ummmm

purse-

ant to subsection (d) afnem 3510 of the
Internal Revenue Code of 1954 (relating to
credit for remunevalion paid during 1984
which is covered under an egreement under
mmvmmmuum
be ireated as amounts received under such

an agreement.

(5) DEPOSITS IN RAILROAD AETIREMENT AC-
COUNT.—For purposes of subsection (a) of
section 15 of the Railroad Retirement Act of
1974, amounts allowed as & credit under
subsection (e} of section 3510 af the Internal
Revenue Code of 1954 shall de treated as
amounts covered into the Treasury under
subsection (a) of section 3201 of such Code.
SEC. 134 TAXES ON

SELF-ENPLOYMENT INCOME:
CREDIT AGAINST BUCH TAXES FOR
DEDUCTION OF

mmm%mm&
fa) INCREASE IN Rarms.—Subsections (a)
and (b) of section 1491 of the Mternal Reve-
nue Code af 1954 (relating to rates of tax on
self-employment income) are amended to
read as follows:
‘“/a) OLD-AGE, SURVIVORS, aND Disamrriry
INsURANCE.—I'n addition 60 ofher taxes, there
mau be imposed for each tazedle year, on

the selfemployment of
vtdua.l,cmwbmem»emat
of the amount the. self-employment
incomeformchtazablemr

H 1731
‘“In the case of & Mubkm Per
Beginning after:  And dafore:  C®F
December 31, Jaswary 1, 11.40
1983, 1988
January 1, 1212
1987. 1990.
December 31, sovsessesssesserorrsssescerss 12.40

1989,

“(d) Hosprral, INSURANCE.—In addition to
the tax imposed by the preceding subsection,
there shall de impaved for each taxadle year,
on the self-employment of every in-
dividual, a laz equal v e per
cent of the amount of Me self-employment
income for such taxedle year:

“In the case af & lazabie yonr

Per-
Beginning afler: ~ And before:  C°Pt
December 31, ‘Januery 1, 2.60
1983, 1985,
December 31, Jenuary 1, .70
1984, : 1996
December 21, sesssorsesessessssessessasees 2.90.”

mwammuntm
ing afier subscodion b} the following new
subsection:

“Yo) Crroiy AGaiwyr Taxss InrosEp BY THIS
SECTION. :

“tn n-m—ladcmqfa taxable
year baginning before 1998, there shall be al-
aay ecr an

applicadle

APFRICADLE FERCENDIOR.—FOT DY
quaragrapk(n.ﬁlwmc

umm mm the
Jollowing tadle:

“In the case of tasadle The applicadle
years beginning in peroentage is:

1984 a7

1985 a3

1986, 1987, 1988, or 1089 cveeepeeccerer.  28.”

fc) ALLOWANCE OF DEDUCTION FOR YEARS
Arrzr 1989 rOR ONR-HALF OF TAXES ON SELF-
EnrvovnEnr INcCOME, —

(1) In cenERar.—Section 164 of such Code
(relating to deduction for taxes) is amended
by redesignating sudsection () as subsection
(g9) and by inserding after subsection (e) the
subsection.

Jollowing new

“(f) DEDUCTION FOR ONE-HALR OF SELr-Em-
PLOYMENT TAXES.—

“(1} IN GENERAL~IR The case of an indi-
vidual, in addition to the tazes described in
subsection (a), there shall be allowed as o de-

duction for yoor an amount
to one-half of the tazas tmposed dy sec-
tion 1401 for such taxable yeur.

“(2) DIDUCTION TREATED A% ATTRIBUTABLE

does not consist of the performance of serv-
ices by the taxpayer as an employee.”

(2) ALTERNATIVE DEDUCTION ALLOWED IN
COMPUTING SELF-EMPLOYMENYT TAXES.—Subsec-
tion (a) of section 1402 of swoh Code (defin-
ing net earnings fram self-employment) is
amended by oxt “and” at the end of
paragraph (11), by hg paragreph
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(12) as paragraph (13), and by inserting
after paragraph (11) the following new para-

graph:

“(12) in lieu of the deduction provided by
section 164(f) (relating 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 larabdble year (deter-
mined without regard to this paragraph),

and

‘“(B) one-half of the sum of the rates im-
posed by subsections fa) and (b) of section
1401 for such year; and”.

(3) Conforming amendment to Social Se-
curity Act.—Subsection (a) of section 211 of
the Social Security Act is amended by strik-
ing out “and” at the end of paragraph (10),
by redesignating paragraph (11) as para-
graph (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 al-
lowed a deduction equal to the product of—

“{A) the taxpayer’s net earnings from self-
employment for the taxabdble year (deter-
mined without regard to this paragraph),

and

“4B) one-half of the sum of the rates im-
posed by subsections (a) and (b) of section
1401 of such Code for such year; and”.

(4) Section 164(f) deduction taken into ac-
count in computing earned income,—

(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 there-
of “, 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 (i) of section 43(c)(2)(A) of
such Code is amended by inserting before
the period “, but such net earnings shall be
determined with regard to the deduction al-
lowed 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
Sollowing new sentence:

“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 be-
ginning after December 31, 1983.

(2) Sussecrion (c)J.—The _amendments
made by subsection (c) shall apply to tax-
able years beginning after December 31,
1989.

SEC. 125. TREATMENT OF CERTAIN FACULTY PRAC-
TICE PLANS.

{a) GENERAL RULE.—For purpose of subsec-
tion (s) of section 3121 of the Internal Reve-
nue Code of 1954 (relating to concurrent em-
ployment by 2 or more employers)—

(1) the following entities shall be deemed
to be related corporations:

(A) a State wuniversity which employs
health professionals as faculty members at a
medical school, and

(B) a faculty practice plan described in
section 501(c)(3) of such Code and erempt
Sfrom tax under section 501(a) 6f such Code—

(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 facully practice plan {o a health profes-
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sional employed by both such entities shall
be deemed $o have been actually disbursed
by such universily as a common paymaster
and not to have been actually disbursed by
such faculty practice plan.

(b) ErrFECTIVE DATE.—The provisions of
subsection (a) shall apply to remuneration
paid after December 31, 1983.

ALLOCATIONS TO DISABILITY INSURANCE TRUST
FUND

SEc. 125. (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 De-
cember 31, 1982, and before January 1, 1984,
and 30 reported, (M) 1.00 per centum of the
wages (as so defined) paid after December
31, 1983, and before January 1, 1988, and so
reported, (N) 1.06 per centum af the wages
(as so defined) paid after December 31, 1987,
and before January 1, 1990, and so reported,
(0) 1.20 per centum of the wages (as so de-
Sfined) paid after December 31, 1989, and
before January 1, 2000, and so reported, and
(P) 1.42 per centum of the wages (as so de-
Sined) patd after December 31, 1999, and so
reported,”.

(b) Section 201(b)(2) of such Act is amend-
ed by striking out clauses (K) through (M)
and inserting in lieu thereof the following:
‘tK) 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 jfor any taxable year beginning
after December 31, 1982, and before January
1, 1984, (M) 1.00 per centum of the amount
of self-employment income (as so defined) so
reported for any taxable year beginning
after December 31, 1983, and before January
1, 1988, (N) 1.08 per centum of the self-em-
ployment income (as so defined) so reported
Jor any taxable year beginning after Decem-
ber 31, 1987, and before January 1, 1990, (O)
1.20 per centum of the amount of self-em-
ployment income (as 3o defined) so reported
Jor any taxable year beginning after Decem-
ber 31, 1989, and before January 1, 2000, and
(P) 1.42 per centum of the self-employment
income (as so defined) so reported for any
taxable year begining after December 31,
1999,”.

PART D—BENEFITS POR 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 amend-
ed to read as follows:

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

“lA) a widow or surviving divorced wife
marries after attaining age 60 (or afler at-
taining age 50 if she was entitled before such
marriage occurred to benefits based on dis-
ability under this subsection), or

“(B) a disabled widow or disabled surviv-
ing 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 redesignating paragraph (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)”.
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(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)” and inserting
in lieu thereof ““(4)”.

(F) The paragraph of such section 202(e)
redesignated as peragraph (7) by subpara-
graph (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 “le)(4)” each place it appears
in paragraphs (2)(B) and (3)(B) and insert-
ing in lieu thereof “le)(3)”.

(H) Section 226(e)(1)(A) of such Act 1is
amended by striking out “202(e)(5)” and in-
serting in lieu thereof “202(e)(4)”’.

(b)(1) Section 202(f)(4) of such Act is re-
pealed.

(2hSection 202(f)(5) of such Act is amend»
ed to read as follows:

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

‘“C{A) a widower marries after attaining
age 60 (or after attaining age 50 if he was
entitled before such marriage occurred to
benefits based on disability under this sub-
section), or

‘“‘B) a disabled widower described in
paragraph (1)(B)(ii) marries after attaining
age 50,
such marriage shall be deemed not to have
occurred.”.

(3)(A) Section 202(f) of such Act is further
amended by redesignating 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)(B)(ii} of such Act is
amended by siriking out ‘“(6)” and inserting
in lieu thereof “(5)".

(C) Section 202(f)(1)(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 sub-
paragraph (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 “(f)(5)” each place it appears
in paragraphs (2)(B) and (3)(B) and insert-
ing in lieu thereof “(f)(4)”.

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

(¢)(1) Section 202(s)(2) of such Act is
amended by striking out “Subsection (f)(4),
and so much of subsections (b)(3), (d){5),
(e)(3), (g)(3), and (h)(4)” and insgerting in
lieu thereof ‘“So much of subsections (b)(3),
(d)(5), (g)(3), and (h}(4)".

(2) Section 202(s)(3) of such Act is amend-
ed by striking out “fe)(3),”.

(d)(1) The amendments made by this sec-
tion shall be effective with respect to month-
ly benefits payable under title II of the
Social Security Act for months after Decem-
ber 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 De-
cember 1983, no benefit shall be paid under
such title by reason of such amendments
unless proper application for such benefit is
made.
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ENTITLEMENT TO DIVORCED SPOUSR'S. RENEFITS
WITHOUT REGARD 1O ENTSTLEMENT OF IN-
SURED INDIVIDUAL TO BENEFITS; KXEMPTION OF
DIVORCED SPOUSE'S BENRIITE FROM DEDUC-
TION ON ACCOUNT OF WORK

S»c. 133. (@) Soction 2024b) of the Social

end the following new paragragh:
“(5)(A) Notwithstanding She preceding
provisions ef this subse a8 pro-

bpa

wife of an individual who is not entilled to
old-age or disability insurance benafila dut
who Aas atteined age 62 and is a fully in-
sured individual (as defined in section 214),
if such divorced wife—

“11) meels the requirements of subpara-
graphs (A) through (D) of paragraph (1),

aend
“(14) has deen divorced from such insured
individual for not less than 2 ypears,
shall be entitled to & wife’s insurance benesit
subsection each

varced wifs first meels the criteria for ents-
tlement set forth in clauses (L) and (1),
“YB) A wife’s tnsurance denefit

under this paragraph which has not other-
wise terminated tn accordance with subdpar-
agraph (), (F), (H), or (J) of paragraph (1)
shall terminate with the month preceding
the first month in which the insured indi-
vidual {3 no longer a fully insured individu-

(bH1)HA) Section 203(d) of such Act is
mended—
1) by inserting “(1)” after “t9)>

(it) Dy striking out “71) sueh individual’s
benefit” and ‘Y27 4f such individual” ond in-

serting in len Meveal (4) such individunl’s
denefit” and “IB) {f such individwal”, re-
spectively; -

. (1i1) by striking out “clauses (1) and (2)”
and inserting in Heu fReveof “clauses (A)
and (B)*;

fiv) b' m out “44) an individwal™
and “IB) f a deduction” end inserting
lmthcred"mutndividad"ud “MV.
dedviction”, respectively,

(olbycddindmemdw&m

ing paragraph:

“(2) When any of the other persomns re-
Jerred to W (1)(B) te entitled to
monthly acdimmd.omtmr

excess earnings of such indtoldud. and
benefils of all other individuals who are
titled for such month to monthly benefits
under section 202 on the basis of the wages
and self-employment income of such indi-
vidual referred to in paragraph (1) shall be
determined as {f no swch divorced spouse
were entitled to benefits for such month.”.

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

(I) in the first sentence, by inserting “(ex-
cluding surviving spouses referred to in sub-
section (b)(2))” after “all other persons” the
first place it appears, and by striking out
“all other persons” the second place it ap-
pears and inserting in lieu thereof “all such
other persons™; and

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

a»
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(ﬁ) Section 203(f)(7) of such Act is amend-
ed by inaserting “fexciuding diverced spouses
rqfcrnd to in subsection (ON2)” after “all

Sac“on ”Md)ﬂ) nt auch det ts amend-

ed—

(A) by inserding “(4)” afisr "Wll}"' and

{B) by adding at the end $hereaf the foi-
lowing new subparagraph: .

‘“(B) Whe-wdmmumwld
to monthly benefits under ssction 202 (b) or
(c) for any month and such divarced spous.
hubeenaodioareed.hraotmathanz
years, the benefit to whick Ae or she is enti-
tled for such month on the dasis of the wages

m”
‘“A1I1) the year specified in clause (it) shall
be substituted for the second calendar year
in section 215(0MINANHN]), and
‘““IIl) such primary inssurance amount
shall de increased under section 215(i) as i/

vears beginning after the first year after the
year specified in clause (ii).

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

‘(1) the year in which the deceased indi-
vidual attained age 60, or would have at-
tained age 60 had he lived to that age, or

“(11) the second year preceding ths year in
which the widow or surviving divorced wife
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first meets the requivements aof paragraph
(1)(B) or the second year preceding the year
in which the deceased imdividual died,
whichever {a later.

“fiit) This subparagraph shall apply with
respect to eny benefit under this subsection
only to the extent its application does not
result in a primary insurance amount for
purposes of this subeection which is less
than the fnswrance amownt other-
wise determined or such deceased individu-
al under section 215.

“fC) If such deceased indtvidual”.

(2) Section 202re) of such Act (as amended
by paragraph (1) of this subsection) is fur-
ther amended—

lAl hm (I1MD) and in the matter

paragraph (1) following. subparagraph
!F’)(ii) dy inserting “fas

datermined after
application of subparagraphs (B) and (C) of
paragraph (2))° after ‘primary insurance
amount™; a:

(B) in paragraph Y2)(DNIV, by inserting
“fes determined without regard to subpara-
greph (C))” cfter “primery insurance
amount”™,

1) Section 20200(3) of swch Act is
amended—

(A) by redesignating subparagraph (B) as
subparagraph (DX end

(B) by striking out ‘(LA l:eepl”)ud all
Mlolumo Ghwough “If such deceased
individual” and m'h dleu thereaf the
Jollowing:

“t3)(A) Except as previded in subsection
(q), paregraph :
subpe

widower’s insurance benafit for esch month
shall de equal fo the grimery insurence
amount fas determined Jor purpoees of this

subsection aftey epplication eof subdpars-
graphs (B) and (C)) of sech’ deceased indi-

“(B)(i) For purposes of Whis subsection, in
any case in wkich such deceased individual
dies defore atiuining ape 82 and section
215(aN1) tas tn efect wwum
is applicadle in determining such indfvid-
ual’s primary tnsurence amount—

“41) such primary insurance amount shall
be determined under e formula set forth in
section 215(a)(IMNB) ) and #3i) which is ap-

Denefits
second year qﬂcr the year specified in clause
(ii),

“(I1) the your specified ta clsuse (ii) shall
be substituted for the second calendar year
specified in sectiom 215DMNINAIHN]), and

‘“(II1) such primary insurance emount
shall be increcsed wadey section 215/%) as if
it were the primary insurence emount re-
Jerred to in sectiom 2UIS(M2)AMIU(IL,
except that it shall be increased only for
years beginning after the first year after the
year specified in clanse (i)

‘“(i1) The year specified in tMa clause s
the earlier of—

“(1) the year in which the deceased indi-
vidual attained age 60, or would have at-
tained age 60 had she Nved fo that age, or

“(1I) the second year preceding the year in
which the widower first meets the require-
ments of paragraph (1)(B) or the second
year preceding the year {n which the de-
ceased individual died, whichever is later.

“(4i1) This subparagraph shall apply with
respect lo any benefil under this subsection
only to the extent ils application does not

than the primary inswrance amount other-
wise determined for such deceased individu-
al under section 215,

‘“CC) If such deceased individual”.
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(2) Section 202(f) of such Act (as amended
by paragraph (1) of this subsection) is fur-
ther 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)(it), by inserting
“las determined without regard to subpara-
graph (C))” after ‘“primary insurance
amount”.

(c) The amendments made by this section
shall apply with respect to monthly insur-
ance benefits for months after December
1984 for individuals who first meet all crite-
ria for entitlement 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 subpara-
graph (B)(ii) and all that folows and insert-
ing in lieu thereaof 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
insurance benefit is the period—

“(A) beginning—

“t¢1) 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 en-
titled to such benefit,

“i4) in the case of a wife’s insurance bene-
fit, with the first day of the first month for
which a certificate described in paragraph
(5)(A)(4) is effective, or

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

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

(B) Section zozrqi(s)(cr) of such.Act is
amended by striking out “paragraph (6)(A)
(or, if such paragraph does not apply, the
period specified in paragraph (6)(B))” and
inserting in lieu “paragraph (6)”.

(C) Section 202(q) of such Act is further
amended, in paragraphs (1)(B)(i), (3)(E)(ii),
and (3)(F)(ii)(1), by striking out “paragraph
(6)(A)” and inserting in lieu thereof “para-
graph (6)”.

(3) Section 202(q)(7) of such Act is amend-
ed by striking out the matter preceding sub-
paragraph (A) and inserting in lieu thereof
the following:

“(7) For purposes of this subsection, the
‘adjusted reduction period’ for an individ-
ual’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—".

(4) Section 202(q)(10) of such Act is
amended—

(A) in that part of the second sentence pre-
ceding clause (A), by striking out “or an ad-
ditional adjusted reduction period’;

(B) in clauses (B)(i) and (C)(i), by striking
out ‘, plus the number of months in the ad-
mtpa additional reduction period multi-
plied by *%4, of 1 percent”;

(C) in clause (B)(ii), by striking out “plus
the number of months in the additional re-
duction period multiplied by % of 1 per-
cent,’; and

(D) in clause (C)(ii), by striking out “plus
the number of months in the adjusted addi-
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tional reduction period multiplied by “%e Of

1 percent.”.

(b) Section 202(m)(2)(B) of such Act (as
applicable after the enactment of section 2
of Public Law 97-123) is amended by strik-
ing out “subsection (q)(8)(A)(i1)” and insert-
ing in lieu thereof “subsection (q)(6)(B)”.

(c) The amendments made by this section
shall apply with respect to benefits for
months after December 1983.

PART E—MECHANISMS TO ASSURE CONTINUED
BENEFIT PAYMENTS IN UNEXPECTEDLY AD-
VERSE CONDITIONS
NORMALIZED CREDITING OF SOCIAL SECURITY

TAXES TO TRUST FUNDS

SEc, 141. (a)(1) The last sentence of section
201(a) of the Social Security Act is amend-
ed—

(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
Jollowing new sentence: “All amounts trans-
Jerred to either Trust Fund under the preced-
ing sentence shall be invested by the Manag-
ing Trustee in the same manner and to the
same extent as the other assets of such Trust
Fund; and such Trust Fund shall pay inter-
est 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 ap-
plied against the difference between the
amount 8o transferred on such first day and
the amount which would have been trans-
Serred to the Trust Fund up to that day
under the procedures in effect on January 1,
1983) equal to the rate earned by the invest-
ments of such Fund in the same month
under subsection (d).”.

(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
into the Treasury” and inserting in lieu
thereaf “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 thereaf the
Jollowing new sentence: “All amounts trans-
Jerred to the 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 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 (cal-
culated on a daily basis, and applied
against the difference between the amount
80 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 first day of the
month following the month in which this
Act is enacted.

INTERFUND BORROWING EXTENSION

SEc. 142. (a)(1) Section 201(1)(1) of the
Soctal Security Act is amended—

(A) by striking out “January 1983” and in-
serting 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 1is
amended—
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(1) 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 insert-
ing in lieu thereof “the total interest ac-
crued to such day”; and

(iit) by striking out “the loan were an in-
vestment under subsection (d)” and insert-
ing in lieu thereof “such amount had re-
mained in the Depositary Account estab-
lished with respect,to such lending Trust
Fund wunder subsection (d) or section
1817(c)”.

(B) The amendment made by this para-
graph shall apply with respect to months be-
ginning more than thirty days after the date
of enactment of this Act.

(3) Section 201(1)(3) of such Act is amend-
ed—

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

(B) by adding at the end thereof the fol-
lowing new subparagraphs:

“UB)(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 Insur-
ance Trust Fund, the Managing Trustee de-
termines that the OASDI trust fund ratio ex-
ceeds 15 percent, he shall transfer from the
borrowing Trust Fund to the Federal Hospi-
tal Insurance Trust Fund on amount that—

‘“I) together with any amounts trans-
Jerred from another borrowing Trust Fund
under this paragraph for such year, will
reduce the OASDI trust fund ratio ot 15 per-
cent; and

“CI1) does not exceed the outstanding bal-
ance 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 suc-
ceeding the year in which the determination
described in clause (1) is made.

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

‘“(I) the combined balance in the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund, reduced by the outstanding
amount of any loan (including interest
thereon) theretofore made to either such
Fund from the Federal Hospital Insurance
Trust Fund, as of the last day of such calen-
dar year, to

“(Il) the amount estimated by the Secre-
tary to be the total amount to be paid from
the Federal Old-Age and Survivors Insur-
ance 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 repay-
ments of, loans from the Federal Hospital
Insurance Trust Fund under paragraph (1),
but excluding any transfer payments be-
tween such trust funds and reducing the
amount of any transfer to the Railroad Re-
tirement 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 December 31, 1989.

“tii) For the period after December 31,
1987, and before January 1, 1990, the Man-
aging Trustee shall transfer each month to
the Federal Hospital Insurance Trust Fund
Jrom any Trust Fund with any amount out-
standing on a loan made from the Federal
Hospital Insurance Trust Fund under para-
graph (1) an amount not less than an
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amount equal to (1) 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 out-
standing dalance 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, (ransfer

larger amounts thanpmcrlbedbvthem,

ceding sentence.”

(4) Secuon 201(1) of such Act is further
amended by adding at the end ﬂwmf the
Jollowing new paragraph:

"(5)(4) No amounts may be bomwedj'rom
the Federal Hospital Insurance Trust Fund
under paragraph (1) during_any month {f
the Hospital Insurance Trust Fund ratio for
such month is less than 10 percent.

‘4B) For purposes aof this paragraph, the
term ‘Hospital Insurance trust fund ratio’
means, with respect to any month, the ratio

aof—

“4i) the balance in the Federal Hospital
Insurance Trust Fund, reduced by the out-
standing amount of any loan (including in-
terest thereon) theretofore made to such
Tyust Fund under this subsection, as of the
lastdayqftkeaecondmonﬂzmdinamch
month, to

“(t1) the amount obdtained by multiplying
by twelve the total amount which (as esti-
mated by the Secretary) will be paid from
the Federal Hospital Imsurance Trust Fund
during the month for which such ratio is to
be determined (other than payments of in-
terest on, or repayments of loans from an-
other Trust Fund under this subsection),
and reducing the amount of any transfers to
the Railroad Retirement Account by the
-amount of any transfer into the Hospital In-
surance Trust Fund from that Account.”,

(b)(1) Section 1817(J)(1) of such Act is

amended— . .

(A) by siriking out “January 1983” and in-
serting in lieu thereof “January 1988”; and

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

(2)(A) Section 1817(j)(2) of such Act is

mended—

(1) by striking out “from time to time” and
inserting in lieu thereaf “on the laat day of
each month after such loan ts made

(it) by striking out “interest” and insert-
ing in lieu thereof “the total interest ac-
crued to such day’; and ‘

(1i1) by striking out “the loan were an in-
vestment under subsection (c)” and insert-
ing in lieu thereof “such amount had re-
mained in the Depositary Account estab-
lished with respect to such lending Trust
Fund under section 201(d)".

(B) The amendment made by this para-
graph shall apply with respect to months be-
ginning more than 30 days after the date of
enactment of this Act.

(3) Section 1817(§)(3) of such Act is amend-

ed—

(A) by inserting ‘“(4)” after the paragraph
designation; and -

(B) by adding at the end thereof the fol-

lowing new subparagraphs:

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

‘1) together with any amounts trans-
Jerred to another lending trust fund under
this paragraph for such year, will reduce
Hospital Insurance Trust Fund ratio to 15

percent; and
‘“A11) does not exceed the outstanding bal-
ance of suchloan. -

a
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“tii) Amounts nqutmd to de tramfemd

ceeding the yeay in which the determination
described in clause ({) s made.

“(tit) For purposes af this subparagraph,
the term ‘Hospital Imsirance Trust Fund
ratio’ means, with respeet to any calendar
year, the ratfo of— -

‘“(I) the balance in the Federal Hospital
Insurance 7Trust Fund, reduced by the
amount of any outstanding loan (including
interest thereon) from the Federal Old-Age
and Survivors Insurance Trust Fund and
the Federal Disabilily Insurance Trust
Fuud,waa of the last day of such calendar
year;

‘1) the amount at{mud by the Secre-
tary to be the total amount to be paid from
the Federal Hospital Insurance Trust Fund
during the calendar year foltowing such cal-
endar year (other than paywients of interest
on, and repayments of, loans from the Feder-
al Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund under paragraph (1)), and re-
ducing the amount of any_transfer to the
Railroad Retirement Account by the amount
of any transfers into such TyRst Fund from
the Railroad Retirement Account.

“CCM1) The full amount of all loans made
under paragraph (1) (whether made before
or after January 1, 1983) shall de repaid at
the earliest feasible dafe and in any event
no later than December 31, 1989..

“t44) For the period after December 31,
1987 and before January 1, 1990, the Manag-
ing Trustee shall trangfer 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) of 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 bal-
ance of such loan during such month), di-
vided by (I1) the number of months elapsing
dfter the preceding month and re Janu-
ary 1990. The Managing tee may,
during this period, transfer larger amounts
than prescribed by the preceding sentence.”,
(4) Section 1817(1) of such Act is further
amended by adding at the end tRhereof the
Jollowing new paragraph:

“t5)(A) No amounts may be loaned by the
Federal Old-Age and Survivors Insurance
Trust Fund or the Federal Disability Insur-
ance Trust Fund wunder paragraph (1)
during any month {f the OASDI trust fund
ratio for such month is less than 10 percent.

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

“({) the combined dalance in the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disabdility Insurance
Trust Fund, reduced by the outstanding
amount of any loan (including interest
thereon) theretofore made to either such
Trust Fund from the Federal Hospital Insur-
ance Trust Fund under section 201(1), as of
the last day of the second month preceding
such month, to

“Iti) the amount odbtained by multiplying
by twelve the total amount which (as esti-
mated by the Secretary) will be paid from
the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability
Insurance Trust Fund during the month for
which such ratio is to be determined for all
purposes authorized by section 201 (other
than payments of inierest on, or repayments
of, loans from the Pederal Hospital Insur
ance Trust Fund under section 201(1)), but
excluding any transfer payments between

_ such trust funds and reducing the amount of
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any transfers to the Railroad Retirement Ac-

count by the amount of any transfers into

either such trust fund from that Account.”.

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

Szc. 143. Title VII o! the Social Security
Act is amended by adding at the end thereaf
the following new section. .
“RECOMMENDATIONS BY BOARD OF TRUSTEES TO

REMEDY INADEQUATE BALANCES IN THE SOCIAL

SECURITY TRUST FUNDS

Szc. 709. (a) If the Board of Trustees of the

sections 1401, 3101, or 3111 of the Internal
Revenuc(.‘odeqf““mldhawtobein-

calendar year in connection with any Trust
Fund referred to in subsectéon (a), the ratio

“(1) the balance in such Trust Fund, re-
duced by the outstanding amount of any
loan (including interest thereon) theretaofore
made to such Trust Fund wunder section
201(1), as of the beginning af each year, to

“(2) the total amount which (as estimated
by the Secretary) will be patd from such
Trust Fund during such calendar year for
all purposes authorized by section 201, 1817,
or 1841 (as applicadle), other than payments
of interest on, or paymenis of, loans under
section 201(1), but excluding any transfer
payments belween such Trust Fund and any
other Trust Fund referred to in subsection
(a) and reducing the amount of any trans-
Jers to the Railroad Retirement Account by
the amount of any tranafers into such Trust
Fund from that Account.”.

PART F—OTHER FINANCING AMENDMENTS

FINANCING OF NONCONTRIBUTORY MILITARY
WAGE CREINTS

SEc. 151, (a) Section 317(0) of the Soctal .
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 Amend-
ments of 1983, the Secretary shall determine
the amount equal to the exosss of—

“(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 Tyust Fund,

"and the Federal Hospital Insurance Trust

Fund under this title and title X VIII, togeth-
er with associated administrative costs, re-
sulting from the operation of this section
(other than this subsection) and section 210
of this Act as in effect before the enactment
%stoha Social Security Aot Amendments of

“(B) any amounts mvimu!y transferred
Jfrom the general fund uof the Treasury to
such Trust Funds pursuant to the provisions
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of this subsection as in effect immediately
before the date qf the enactment of the
Social Security Act Amendments of 1983.
Such actuarial present value shall be based
on the relevant actuarial assumptions set
forth in the report ef the Board of Trustees
of each such Trust Pund for 1983 under sec-
tions 201(c) end 1817(d). Within thirty days
after the date of the enactment af the Social
Security Adct Amendments of 1983, the Secre-
tary of the Treasury shall trensfer the
amount determined wnder this paragraph
with respect to each such Trust Fund to such
Trust Fund from amounts in the general
Jund of the Treasury not otherwise appropri-
ated.

“(2) The Secretary shall revise the amount
determined under paragraph (1) with re-
spect to each such Trust Fund in 1985 and
each fifth year thereafter, as determined ap-
propriale 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 aof benefits and ad-
ministrative erpenses actually paid from
such Trust Fund under this title or title
XVIII and the relevant actuarial assump-
tions set forth in the report of the Board of
Trustees of sweh Trust Pund for such year
under section 201fc) or 1817(b). Within 30
days after any swch revision, the Secretary
of the Treasury, to the extent provided tn ad-
vance in eppropriation Acts, shall transfer
to such Trust Pund, from amounis in the
general fund of the Treasury not otherwise
appropriated, or from such Trust Fund to
the general fund of the Treasury, such
amounts as the Secretary of the Treasury de-
termines my to compensute for such
revision.”.

v)(1) Secﬁon 22810} of such Act is amend-
ed to read as follows:

“(b) There are euthorized to be appropri-
ated to each of the Trust Punds, consisting
of the Federal Old-Age and Survivors Insur-
ance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospi-
tal Insurance Trust Fund, for transfer on
July 1 of each calendar year to such Trust
FPund from emounts in the general fund in
the Treasury not otherwise appropriated, an
amount equal to the total of the additional
amounts which would dbe appropriated to
such Trust Pund for the fiscal year ending
September 30 af such calendar year under
section 201 or 1817 aof this Act if the
amoxnts of the additional wages deemed to
have deen paid for such calendar year by
reason of swbsection (a) constituted remwu-
neration for empleyment (as defined in sec-
tion 3121(b) of the Internal Revenue Code of
1954) for purposes af the tares imposed by
sections 3101 and 3111 of the Internal Reve-
nue Code of 195¢. 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 Secreiary of the wages deemed to be
paid for sweh culendar year under subgec-
tion (a); and proper aedjustments shail be
made in amoxnls euthorized to be appropri-
ated for subseguent transfer to the extent
prior estihates were in excess af or were less
thar such wages 30 deemed Lo be paid.”.

(2) The amendment made by paragraph
(1) shall be effective with respect to wages
deemed to have been paid for calendar years
after 1983.

(3/(A) Within thirty days after the date of
the enactment of this Act, the Secretary of
Health and Human Services shall determine
the additionsl amoxunts which would have
been appropriated io the Federal Old-Age
and Survivors Insurance Trust Fund, the
Federal Disebility Insurence Trust Fund,
and the Federal Hospital Insurance Trust
Fund under sections 201 and 1817 of the
Social Security Act if the additional wages
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deemed to have been paid under section
229(a) of tRe Social Securily Act prior to
1984 had constituted remuneration for em-
ployment (as defined in section 3121(b) of
the Internal Revenue Code aof 1954) for pur-
poses of the taxes imposed by sections 3101
and 3111 of the Internal Revenue Code of
1954, and the amount of interest which
would have beea earned on such amounts if
they had been so appropriated.

(B)(i) Within thirty days after the date of
the enactment of this Act, the Secretary of
the Treasury shall transgfer to each such
Trust Fund, from amounis in the general
fund of the Treasury noi otherwise appropri-
ated, an amount equal to the amount deter-
mined with respect to such Trust Fund
under subparagraph (A), less any amount
appropriated to such Trust Fund pursuant
to the provisioms of section 229(b) of the
Social Security Act prior to the date of the
determinction made wunder subparagraph
(A) with respect to wages deemed to have
been paid for calendar years prior o 1984.

(ii) The Secrelary of Health and Human
Services shall revise the amount determined
under clause (1) 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 deltermined appropriate by
such Secretary from dala which becomes
available to him afier the date aof the trans-
Jer under clanse (iA Within 30 days after
any such revision, the Secrelary of the
Treasury shall transfer to such Trust Fund,
Jrom amounts in the general fund of the
Treasury noi otherwise appropriaied, or
Jrom such Trust Fund to the general fund of
the Treasury, such amounts «s the Secretary
of Health and Human Services certifies as
necessary to take into account such revi-
sion.

CREDITING AMOUNTS OF UNNEGOTIATED CHECKS
TO TRUST FUNDS

SEc. 153. (a) The Secretary of the Treasury
shall take such actions as may be necessary
to ensure that amounts of checks for benefits
under title II of the Social Securily Act
which have not been presented for payment
within a reasonabdle length of time (not to
exceed twelve months) after issuance are
credited to the Federal Old-Age and Survi-
vors Insurance Trust Fund or the Federal
Disability Insurance Trust Fund, whichever
may be the fund from which the check was
issued, to the extent provided in advance in
appropriation dcts. Amounts of any such
check shall be recharped to the fund from
which they were issued if payment is subse-
quently made on such check.

(b)(1) The Secretary of the Treasury shall
transfer from the general fund of the Treas-
ury to the Federal Old-Age and Survivors In-
surance Trust Fund and io the Federal Dis-
ability Insurance Trust Fund, as appropri-
ate, as soon as possible after the date of the
enactment of this Act, such sums as may be
niecessary to reimburse such Trust Funds in
the total amounts aof all currently unnego-
tiated benefit checks lincluding interest
thereon), to the extent provided in advance
in appropriation Acts. After the amounts ap-
propriated by this subsection have been
transferred to the Trust Funds, the provi-
sions of subsection (a) shall be applicable.

(2) As used in paragraph (1), the term
“currently unnegotiated benefit checks”
means the checks issued under title II of the
Social Security Act prior to the date aof the
enactment of this Act, which remain unne-
gotiated after the twelfth month following
the date on which they were issued.

FLOAT PERIODSE

SEc. 154. {a) The Secretary of Health end
Human Services and the Secretary of the
Treasury shall jointly undertake, as soon as
possible after the date of the enactment of

March 24, 1983

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 af monthly insur-
ance benefits under title II of the Social Se-
curity Act and the transfer to the general
Sund from the Federal Old-Age and Survi-
vors Insurance Trust Fund or the Federal
Disability Insurance Trust Fund, as appli-
cable, of the amounts necessary to compen-
sate the general fund for the issuance of
such checks. Each such Secretary shall con-
sult 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 inelude—

(1) an investigation of the feasibility and
desirability of maintaining the float periods
which are allowed as of the date of the en-
actment of this section in the procedures
governing the payment of monthly insur-
ance benefits under title II of the Social Se-
curity Act, and of the general feasibility and
desirability of making adjustments in such
procedures with respect to float periods; and

(2) a separate tnvestigation of the feasibil-
ity and desirability of providing, as a specif-
ic form of adjustment in such procedures
with respect to float periods, for the transfer
each day to the general fund of the Treasury
Sfrom the Federal Old-Age and Survivors In-
surance Trust Fund and the Federal Disabil-
ity Insurance Trust Fund, as appropriate, of
amounts equal to the amounts of the checks
referred to in subsection (a) which ere paid
by the Federal Reserve Banks on such day.

(c) In conducting the study required by
subsection (a), the Secretaries shall consult,
as appropriate, the Director of the Office of
Management and Budget, and the Director
shall provide the Secretaries with such in-
Sformation and assistance as they may re-
quire. The Secretaries shall also solicit the
views of other appropriate officials and or-
ganizations.

(d)(1) Not later than six months after the
date of the enactment of this Act, the Secre-
taries shall submit to the President and the
Congress a report of the findings of the in-
vestigation required by subsection (b)(1),
and the Secretary of the Treasury shall by
regulation make such adjustments in the
procedures governing the payment of
monthly insurance benefits under title II of
the Social Security Act with respect to float
periods (other than adjusiments in the form
described in subsection (b)(2)) as may have
been found in such investigation to dbe nec-
essary or appropriate.

(2) Not later then twelve months after the
date of the enactment qf this Act, the Secre-
taries shall submit to the President and the
Congress a report of the findings of the sepa-
rate investipation reguired by subsection
(b)(2), together with their recommendations
with respect thereto, and, to the extent nec-
essary or appropriate to carry out such rec-
ommendations, the Secretary of the Treas-
ury shall by regulation meke adjustments in
the procedures with respect to float periods
in the form described in such subsection.

TRUST FUND TRUSTEES’ REPORTS

Sec. 155.(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 leu thereof
the following: “Such report shall include an
actuarial opinion by the Chief Actuary of
the Social Security Administration certify-
ing that the techniqueés and me
used are generally accepted within the actu-
arial profession and that the assumptions
and cost estimates used are reasonable, and
shall also inclu

Approved For Release 2008/10/29 : CIA-RDP85-00003R000200110005-9



. Approved For Release 2008/10/29 : CIA-RDP85-OOOO3Rb002001 10005-9

March 24, 1988

(b) Section 1817(b) of such Act is amended
by inserting immediately before the last sen-
tence the following new sentence: ‘Such
report shall also include an actuarial opin-
ion by the Chief Actuarial Officer of the

Health Care Financing Administration cer--

tifying that the techniques and methodolo-
gies used are generally accepted within the
actuarial profession and that the assump-
tions and cost estimates used are reason-
able.”.

(c) Section 1841(b) of such Act is amended
by inserting immediately before the last sen-
tence the following new sentence: “Such
report shall also include an actuarial opin-
ion by the Chief Actuarial Officer of the
Health Care Financing Administration cer-
tifying that the techniques and methodolo-
gies used are generally accepted within the
actuarial profession and that the assump-
tions and cost estimates used are reason-
able.”,

(d) Notwithstanding sections 201 (c)(Z)
1817(b)(2), and 1841(b)(2) of the Social Secu-
rity Act, the annual reports of the Boards of
Trustees of the Trust Funds which are re-
quired 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 en-
actment of this Act.

fe) The amendments made by this section
Mmkeqﬁectonthedateqﬂhemctment
of this Act,

TITLE II—ADDITIONAL PROVISIONS RE-

LATING TO LONG-TERM FINANCING

OF THE SOCIAL SECURITY SYSTEM

INCREASE IN RETIREMENT AGE

SEC. 201. (a) Section 216 of the Social Se-
curity Act {8 amended by adding at the end
thereof the following new subsection. )

“Retirement Age

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

“(A) with respect to an individual who at-
tains early retirement age (as defined in
paragraph (2)) before January 1, 2000, 65
vears of age;

“(B) with respect to an individual who at-
tains early retirement age Decemgber
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 retire-
ment age;

“(C) with respect to an individual who at-
tains early retirement age after December
31, 2004, and before January 1, 2017, 66
vears of age;

“AD) with respect to an individual who at-
tains early retirement 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 attama early retire-
ment age; and

“(E) with respect to an individual who at-
taing early retirement 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 insur-
ance benefit.

‘“t3) The age increase factor for any indi-
vidual who attains early retirement age in a
calendar year within the period to which
subparagraph (B) or (D) of paragraph (1)
applies shall be determined as follows:

“tA) With respect to an individual who at-
tains early retirement dge in the S§-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 Janu-
ary 2000 and ending with December of the
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year in which the individual atiains early
retirement age.

“(B) With respect to an iadiuidual who at-
tains early retirement age in the 5-period
consisting af the calendar gyears 2017
through 2021, the age increaee factor shall be
equal fo two-twelfths aof the kRumber of
months in the period beginning with Janu-
ary 2017 dnd ending with December aof the
year in which the individual attains early
retirement age.”

(b)(1) Section 202(q)(9) of such Act fis
amended to read as follows:

“(9) The amount of the reduction for early
retirement specified in paragraph (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 fas defined in paragraph
(8)) or adjusted reduction period (as defined
in paragraph (7)), and five-twelfths of 1 per-
cent for any additional months included in
such periods; and V-

“(B) for widow’s insurance bdenefits and
widower’s insurance benefits, shall be peri-
odically revised by the Secretary such that—

“ti) 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

“tii) 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
established by linear between
28.5 percent at the month of attainment of
early retirement age and 0 percent at the
month of attainment of retirement age.”.

Section 202(q)(1) of such Act {3 amended
by striking out “If” and inserting in lieu
thereof “Subject to paragraph (9), {/”".

(c) Title II of the Social Security Act is
Jurther amended—

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

(A) subsections (a), (b), (c), (d), (e), (f), (q),
(r), and (w) of section 202;

(B) subsections (c) and (f) of section 203;

(C) subsection (f) of section 215;

’:g) subsections (h) and (i) of section 216,
a

(E) section 223(a); and

(2) by striking out “age sirty-five” in sec-
tion 203(c) and inserting.in lieu thereof “re-
tirement age (as defined in section 216(1))";
and

(3) by striking out “age aof sizty-five” in
section 223(a) and inserting in lieu thereof
“retirement age (as defined in section
216(1))7,

(d) The Secretary shall conduct a compre-
hensive study and analysis of the implica-

-tions of the changes made by this section in

retirement age in the case of those individ-
uals (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 rea-
sons, may not benefit from improvements in
longevity. The Secretary shall submit to the
Congress no later than January 1, 1986, a
Jull report on the study and analysis. Such
report shall include any recommendations
Jor legislative changes, including recommen-
dations with respect to the provision of pro-
tection against the risks associated with
early retirement due to health consider-
ations, which the Secretary finds necessary
or desirable as a result of the findings con-
tained in this study.
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TITLE III—MISCELLANEOQUS AND
" TECHNICAL PROVISIONS

PART A—ELIMINATION OF GJENDER-BASED
DISTINCTIONS
DIVORCED HURBANDS

SEc. 301. (a)(1) Section 202(c)(1) of the
Social Security Act is amended, in the
matter preceding subparagraph (A), by in-
serting “and every divorced husband (as de-
Sfined in section 216(d))” before “of an indi-
vidual” and by inserting “or such divorced
husband” after “{f such husdband”.

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

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

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

“CC) in the caae of a divorced husband, is
not married, and’; and ~

(C) by striking out the matter following .
subparagraph (D) (as so redesignated) and
inserting in lieu thereaf the following: . .
“shall be entitled to a husband’s insurance
benefit for each month, deginning with—

“4¢i) in the case of a husband or divorced
husband (as 8o defined) of an individual
who {3 entitled to an old-age insurance bene-
Jit, if such husband or divorced husband has
attained age 65, the first month in which he
meets the criteria specified in sudpara-
graphs (A), (B), (C), and (D), or

“(#i) in the case aof a husdand or divorced
husband (as so defined) of—

““I) an individual entitled to old-age in-
surance benefits, {f such husband or di-
vorced husband has not atteined age 685, or

“CII) an individual entitled to disability
insurance benefits, .
the first month throughout which he is such
a husband or divorced husband and meets

the criteria specified in subparagraphs (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 aof a husband, they are di-
vorced and either (i) he has not atltained age
62, or (ii) he has attained age 62 dut has not
been married to such individual for a period
of 10 years immediately kfon the divorce
became effective,

‘“(H) in the case of a divo'ud husband, he
;nl'an‘tea a person other than such individu-

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

“tJ) such individual i3 not entitled to dis-
ability insurance benefits cnd is uot entitled
to old-age insurance

(3) Section 202(¢)(3) of Ouch Act is amend-
ed by inserting ‘“(or, in the case of a di-

“vorced husband, his former wife)” before

“for such month”.

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

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

“(A) an individual entitled to bdenefits
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 reasom of paragraph
(1)(B)(13) thereaf,
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such divorced husband’s entitlement to
benefits under this subsection, notwith-
standing the provisions of paragraph (1)
rbut subject to subsection (s)), shall not be
terminated by reason of such marriage.”.

(5) Section 202fe) of such Act is furgher
amended by adding after paragraph (4) (as
added by peragvaph (4) af this subsection)
the following new paragraph:

“(5)(A) Notwithstanding the preceding
provisions of this swbsection, except as pro-
vided in subparagraph (B), the divorced
husband of an individyal who is not enti-
tled lo old-age or disabilily insurence dene-
fits, but who has attained age 62 and is a
Sully insured individual (as defined in sec-
tion 214), if such divorced husband—

“4i) meets the requirements aof subpara-
graphs (A) through (D) of paragraph (1),

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

shall de entitled to a husband’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 husband’s
insurance benefits under this subsection, as
if such insured individual had become enti-
tled 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 ($4).

“(B) A husband’s insurance benefit pro-
vided under this paragraph which has not
otherwise terminated in accordance with
subparagraph (EJ), (F), (H), or (I) of para-
graph (1) shall terminate with the month
preceding the first month in which the in-
sured individual i3 no longer a fully insured
individual ”,

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

(7) Section 202(b)(3){A) of such Act is
amended by ctriktna aut “f)” and inserting
in lieu thereaf “(c),

(8) Section 202(c)(1)(D) of such Act fas re-
designated by paragraph (2) of this subsec-
tion) is amended by striking out ‘his wife”
and inserting in lieu thereof “such individu-

al”.

(9) Section 202(d)(5MA) of such Act is
amended by inserting “lc),” after “(b),”.

(b)(1) Section 202(f)(1) of such Act iz
amended, in the matter preceding subpara-
graph (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 hus-
band” 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 maiter fol-
lowing subparagraph (F) and inserting in
lieu thereof “such deceased individual”.

(3) Section 202(f)(INBI)(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)(1)(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 di-
vorced husband” after ‘“widower” wherever
it appears.

(5) 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)(3)(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),”.
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(c)(1) Section 218(d) of such Act is amend-
ed by redesignating paragraph (4) as para-
graph (6), and by inseréing c/lcr paragraph
(3) the following new

“(4) The term ‘divorced husband' means a
man divorced from an individual bul only
if he had been married to such individual
Jor a period of 10 years tmmediately before
the date the divoree became effective.

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

(2) The heading of section 218(d) of such
Act is amended to read as follows:

“Divorced Spouses; Divorce”,

fd)(1) Section 205(d) of such Act is amend-
ed by inserting “divorced husband,” after
‘husdband,”, and by tnserting “surviving di-
vorced husband,” after ‘“widower,”’.

(2) Section 205(c)(1MC) of such Act is
amended by inserting “surviving divorced
husband,” after “wife,”.

REMARRIAGE OF SURVIVING SPOUSE BEFORE AGE
OF ELIGIBILITY

SEC. 302. Section 202(f)(1){A) of the Social
Security Act is amended by striking out “has
not remarried” and inserting tn lieu thereof
“is not married”.

ILLEGITIMATE CHILDREN

SEc. 303. (a) Section 216(h)(3) of the Social
Security Act is amended by inserting
“mother or” before ‘father” wherever it ap-
pears.

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

(c) Section 216(h)(3)(B)fii) of such Act is
amended by striking out “such pertod of dis-
ability began™ and fwneerting in dex thereof
“such applicant’s application for benefits
was filed”.

(d) Section 2168(h)(3) of such Act is further
amended—

(1) by striking out ‘his” wherever it ap-
pears and inserting in liew thereaf ‘“his or
her”; and

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

TRANSITIONAL INSURED STATUS

SEC. 304. (a) Section 227(a) of the Social
Security Act 18 amended—

(1) by striking out “wife” wherever it ap-
pears and inserting {n lieu thereaf “spouse™;

(2) by striking out “wife’s” wherever it ap-
vears and inserting in lieu thereof
“spouse’s”;

(3) by striking out “she” wherever it ap-
pears 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)” wherever 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 “sur-
viving spouse’;

(2) by striking out “widow’s” wherever it
appears and inserting in lieu thereof “sur-
viving spouse’s”; .

(3) by striking out ‘“her” wherever it ap-
pears and inserting in lieu thereof “the”:
and

(4) by inserting “or section 202(f)” after
“section 202fe)” wherever it appears.

(c) Section 216 of such Act is amended by
inserting before subsection (b) the following
new subsection.
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“Spouse; Surviving Spouse

“ta)(1) The term ‘spouse’ means @ wife as
defined in subsection (b) or a husband as de-
Sined in subsection (f).

“(2) The term ‘surviving spouse’ means a
widow as defined in subsection (c) or a wid-
ower ag defined in subsection (g).”.

EQUALIZATION OF BENEFITS UNDER SECTION 228

SEc. 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 amend-
ed by striking out “(B/) the larger of” and all
that follows end inserting in liew thereof
“(B) the benefit amount as determined with-
out regard to this subsection.”,

(c) Section 228(c)(3) of such Act is amend-
ed 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 para-
graph (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 subsec-
tion.”.

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

(1) by siriking out ‘he” wherever it ap-
pears in gubsections (a) and (c)(1) and in-
serting 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 sec-
tion, to take into account any general bene-
fit increases (as referred to in section
215(i)(3) of such Act), and any {increases
under section 215(%) of such Act, which have
occurred after June 1974 or may hereafter
occur.

FATHER'’S INSURANCE BENEFITS .

SEC. 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 “sur-
viving spouse’;

(2) by striking out ‘“widow’s” wherever it
appears and inserting in lieu thereof “sur-
viving spouse’s”;

(3) by striking out “wife’s insurance bene-
fits” and “he” in paragraph (1)(D) and in-
serting in lieu thereof “a spouse’s insurance
benefit” and “such individual”, respectively;

(4) by striking out ‘her” wherever it ap-
pears and inserting in lieu thereof ‘his or
her”;

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

(6) by siriking out ‘“mother” wherever it
appears and inserting in lieu thereof
upamtu;

(7) by inserting “or father’s” after ‘“moth-
er’s” wherever it appears;

(8) by striking out “after August 1950
and

(9) in paragraph (3)(A) (as amended by
section 301(b)(7) of this Act)—

(A) by inserting “this subsection or” before
“subsection (a)’; and

(B) by striking out “fc),” and inserting in
lieu thereof “(b), (e), (e),”.

(b) The heading of section 202(g) of such
Act is amended by inserting “and Father’s”
after “Mother’s”.
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(c) Section 21608 of suck Act fus emewded

paragraph (6).”.

(d) Section mmm aof
amended by section 3024a) of this Act) is fur-
ther amended by inserttng “(subdject to sud-
m (s))” before ‘De entitled to” in the

the preceding of this section) i
Jurther amended the new
A ragraphs I) and 1)) ds subparagrephs
J) nserting

is entiiled to & ehild’s insurance *
19) Bection 02(HINC) af such Act s
amended {nsertl - ‘¥C/)", by

65, and”.

fh) Section 202(fM5) of such Act fas redes-
ignaied by section 122(ON3)(A) of this Act) i3
amended by striking out “or” &t the end of

subparegraph subpara-
Mlﬂ)ummmuim
serting immedialely

afier subparagraph (A)
the following nes subpearagraph:
“(B) the last month for which he was enti-
tled to father's insurance benefils om the

income af such individ or”,
(1) Section 203(f)(1)(F) of such Act is
amended dy striking out “section 202(b) (but

within the meaning of paragraph (1)(B) of
subsection (b) or (c), as may De applicadle)”.

Szc. 307. (a) Swheeciions (BM3I), (ANS),
(9)(3), and (h)(4) of section 302 ef the Social
Securily Act

provisions of are

striking out *; except that” and all that fol-

lows and lmertma in lieu thereaf a period.
(b) The amendments made by subsection

(a) shall apply with respect to benefits under
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Citle 11 of the Soctal Secunily Sct for months
after the month tn which thiy S0t is snceéed,
Sut only in cuven t: whish the ‘Sast month™
reforred do in e provivien emendet ¢ ¢
monih afier he menils fn ukich this dct &

CREDIT FOR CERTRIN RILFTARY SERVICE
Stc.ul.xecﬂnnum)qrﬂcmm
rity Act is amended—
(1) by striking qut ‘“widow™ eacb’lacclt
appears and inserting in Uew thereqf “sur-

”

viving spouse”;

2) bystrlktnaout “Bts™ and ‘her™ wherev-
er they appear (except in clause (A) of para-
graph (1)) and inserting in leu thereaf in
each instance ‘his or hes”.

CONFORMING AMENDMENTS

8xC. 309. fa) Sechion 202/03¥A4) of the
Social Security Act fas amendead dy section
301(a)(6) of this Act) is Yurther amended by

4 epprove;
(2) by striking out ‘her” in subparegvaph
wwaum Yew thevenf ‘Rim or

m by striking out *Rer” the sesond place
it appears in subparagraph (BN} end in-

"('Dl bv(ucmn VMW‘M
(d)(1) Section 26MeNEiHA) of such Act fas
amended by section

Ausband’'s” after “wife’y” in cluwse (iil.»
(2) Section 203¢gM 1) of such Act is amend-

od—

(A) in subparagraph (BJ), by inserting “or
Ausband's” afier ‘wife’s”, by striking out
“‘she” and inserting in lien thevens “such in-
dividual”, and by inserting *“Nis or” defore
“Rer”’, and

IB!MMCD).byMw ‘or

“widowy”.

's” afiey
feM1) Scctm 202(s)(1) of such Act is
W , inserting “feX1),” after

(2) Section 203sW3) of such Act (as
amended by sectien 131teMi) of this Act) is
Mer%"” amended by inserting “fc)(d),” after

(3) Section 2024sX3) of sweh Act (as
amended by section 1814cH2) of this Act) is

sentence” angd insenting in lisw thereos “The
last sentence™.

() The third sentence of section 203/b)(1)
of such Act fas smended by section 132(d) of

_amended by inserting “¥c\”
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Mwummumu “or
Jother'y” afier “mothers”.

f9) Section 263fe) of sueh Aet s amendeod
to read as follows:

“Deductions on Account of Noncovered
Work Outside the Uhntted Stutes or Fafture
to Have Child in Care

by inserting “divorced Ausdand,” after
band,” in paregraph (1/{A) fas amended by
section 132(b)12) of this Aet) and dy insert-
ing ‘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/d)1) of this dct) s
Jurther amended by inserting “surviving di-
vorced father,” after ‘“surviwving divorced
mother,”.

2) Secuou 205(e)INC) of such Act (as

‘amended by section 301(dM2) of this Act) is

Jurther amended by strthing out “Se much” vorced /father,
. and all that follows down through “the last

{j) Section 218(INSHA) &f such Act 1is
amended by tnserting “1c),” before “(f)”,

(k) Section 2181giH6)(A) of such Act is
before “(1)".
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(1) Section 222(b)(1) of such Act is amend-
ed by striking out ‘“or surviving divorced
wife” and inserting in lieu thereof “, surviv-
ing divorced wife, or surviving divorced
husband”.

(m) Section 222(b)(2) of such Act is
amended by inserting ‘“or father’s” after
“mother’s” wherever it appears,

(n) Section 222(b)(3) of such Act is amend-
ed by inserting “divorced husband,” after
‘husband,”,

(o) Section 223(d)(2) of such Act is amend-
ed by striking out “or widower” in sudpara-
graphs (A) and (B) and inserting in lieu
ghereqf “widower, or surviving divorced hus-

and”,

(p) Section 225(a) of such Act is amended
by inserting ‘“or surviving divorced hus-
band” after “widower”.

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

“(3) For purposes of determining entitle-
ment to hospital insurance benefits under
subsection (b), any disabled widow aged 50
or older who is entitled to mother’s insur-
ance denefits (and who would have been en-
titled 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 bdenefits (and who wowld have

been entitled to widower’s insurance bene-
Jits by reason of disability if he had filed for
such widower’s benefits), shall, upon appli-
calion for such hospital insurance benefits
be deemed to have filed for such widow’s or
widower’s insurance benefits.”.

(2) For purposes of determining entitle-
ment to hospital insurance benefits under
section 226(e)(3) of such Act, as amended by
paragraph (1), an individual becoming enti-
tled to such hospital insurance benefits as a
result of the amendment made by such para-
graph 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 aof Health
and Human Services may prescribe, be
deemed to have been entitled to the widow’s
or widower’s benefits referred to in such sec-
tion 226(e)(3), as so amended, as of the time
such individual would have been entitled to
such widow’s or widower’s benefits if he or
she had filed a timely application therefor.

EFFECTIVE DATE OF PART A

SEc. 310. (a) Except as otherwise specifi-
cally provided in this title, the amendments
made by this part apply only with respect to
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 construed as affecting the
validity of any benefit which was puid,
prior to the effective date of such amend-
ment, as a result of a judicial determina-
tion.

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 for-
eign subsidiaries) as precedes the second
sentence of paragraph (1) thereof is amend-
ed to read as follows:

‘1) AGREEMENTS ENTERED INTO BY AMERI-
CAN EMPLOYERS WITH RESPECT TO FOREIGN
AFFILIATES, —

‘(1) AGREEMENT WITH RESPECT TO CERTAIN
EMPLOYEES OF FOREIGN AFFILIATE.—The Secre-
tary shall, at the American employer’s re-
quest, enter into an agreement (in such
manner and form as may be prescribed by
the Secretary) with any American employer
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(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 em-
ployer's foreign affiliates (as defined in
paragraph (8)) by all employees who are citi-
2ens 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 remunera-
tion would be excluded from the term ‘em-
ployment’ or ‘wages’, as defined in this sec-
tion, had the service been performed in the
United States.”

(2) Paragraph (8) of section 3121(1) of such
Code (defining foreign subsidiary) is
amended to read as follows:

“(8) FOREIGN AFFILIATE DEFINED.—For pur-
poses of this subsection and section 210(a)
of the Social Security Act—

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

‘“AB) DETERMINATION OF 10-PERCENT INTER-
EST.—For purposes of subparagraph (A), an
American employer has a 10-percent interest
in any entity {f such employer has such an
interest directly (or through one or more en-
tities)—

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

“(i1) 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) i3
Jurther 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
Joreign 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 effect an agree-
ment, entered into pursuant .lo section
3121(1) of such Code, with respect to such af-
Sfiliate;”. )

{c) Subsection (a) of section 406 of the In-
ternal Revenue Code of 1954 (relating to
treatment of certain employees of foreign
subsidiaries for pension, elc., purposes) is
amended to read as follows:

“(a) TREATMENT AS EMPLOYEES OF AMERICAN
EMPLOYER.—For purposes of applying this
part with respect to a pension, profit-shar-
ing, 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 18 a citizen or resident of the United
States and who is an employee of a foreign
affiliate (as defined in section 312111)(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 bene-
fits for individuals who are citizens or resi-
dents of the United States and who are em-
ployees of its foreign affiliates to which an
agreement entered into by such American
employer under section 3121(l) applies; and

“(3) contributions under a funded plan of
deferred compensation (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 do-
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mestic subsidiaries engaged in business out-
side the United States) 18 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 inserting in lieu thereaf “citi-
zens 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 follow-
ing table:

Strike out (wherever it
appears in the text or
heading):

And insert;

domestic corporation...... American employer
d: tic corporati American employers
bstdiary affiliate
Daidiard affiliates
JSoreign corporation......... Joreign entity
Joreign corporations........ Joreign entities

citizens,

the word “a” where it
appears before “domes-
tic”,

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

Strike out (wherever ap- And insert.

idents

citi
an

or?

pearing in the text):
domestic corporation...... American employer
e affiliate
the word “a” where it an

:_ppears before “domes-
ic”.

(B) Paragraph (3) of subsection (c) of such
section 406 (as in effect before the amend-
ment made by subparagraph (A)) is amend-
ed by striking out “another corporation con-
trolled by such domestic corporation” and
inserting in lieu thereof “another entity in
which sueh American employer has not less
than a 10-percent interest (within the mean-
ing of section 3121(1)(8)(B))".

(C)(1) So much of subsection (d) of such
section 406 as precedes paragraph (1) there-
of is amended by striking out “another cor-
poration” and inserting in lieu thereof “an-
other 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”.

(D)(i) The heading of such section 406 is
amended to read as follows:

“SEC. 406. EMPLOYEES OF FOREIGN AFFILIATES COV-
ERED BY SECTION 3121(1) AGREE-
MENTS.”

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

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

(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 do-
mestic corporations” and inSerting in lieu
thereof “employees of foreign affiliates of
American employers”.

(4)(A) Subparagraph (C) of section
6413(c)(2) of such Code (relating to special
refunds of FICA taxes in the case of employ-
ees of certain foreign corporalions) is
amended—

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

(ii) by striking out *“domestic corpora-
tion” in the text and inserting in lieu there-
of “American employer”.

e ]
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(B) The heading of paragraph (2) of sec-
tion 6413(c) af such Code {s amended dy
striking out “PORKIGN CORPORATIONS™ and $n-
serting in Ueu thereqf “FORKIGN AFFILIATES”,

(N1)A) The amendments made by fhis
section (other than subsection (d)) shall
apply to ugreements entered info after the
Qate af the enactment of this Act.

(B) At the election of any Americen em-
ployer, the emendments mwde by Mis sec-
tion fother thon sudsection (d)) sholl efso
apply to any egreement entered inlp on or
defore the date of the enactment of this Act.
Any such election shall be made at sweh time
and in such manner a3 the Secrefery mey by

regulations prescribe.
(2)(A) The amendments made by subsec-

SEC. 322. (a)(1) Section 210(a) of the Social
Security Act i3 amended, in the matter pre-
ceding paragraph (1)—

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

and
(B) bvtncrmw before *; except” the fol-
lowing: “, or (C) i it is service, regardiess of

preceding paragraph (1)—
(A) by striking out ‘“either” before “(A)”,
and

(B) by inserting befm “ except” the fol-
low!w:".or((‘,'lvuﬁmﬁ:q regerdiess of

ment entered tnto under aecﬁ-u 233 of the
Sociel Securily det”.

(bX1) Section 2!10) of the Socéel Security
Act is amended bvimemngmw
dent elien individual™
except as provided by en maueut wwder
section 233",

(2) The first senience of section 1402/0) of
the Internal Revenue Code of 1954 ts emend-
ed by inserting after ‘nonresident alten in-
dividual™ the following: “, except as

Pro- g
vided by @n egrcement under section 233 of

the Social Security dct™.

{¢) The amendments made by this section
shall be effective for tazadle years beginning
on or after ke date of the enactment of this
Act.

TREATMENT OF CERTAIN SERVICE PERPORMED

) OUTSIDE THE UNITED STATES

SEC. 323. (a)(1) Subsection (b) of section
3121 of the Internal Revenue Code of 1954
(defining employment) is amended dy strik-
ing 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”.

(2) Subsection (a) of sectian 210 of the
Social Security Act i¢ 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 resi-
dent of the United States”.

(b)(1) Paragraph (11) of section 1402(a) of
the Internal Revenue Code of 1954 (defining
net earnings Jfrom self-employment) is
amended by striking out “in the cuse of an
individual . described in section
811(d)(1)(B),"™

‘mph IU)MWM
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(2)(A) Pamrum (10) qtsecﬂou 211(a) ol
the Soctal Security Act 1s amended to
as Jollqws:

“(10) the exctusion from grass income pro-
vided dy section 811fa)l) of the Internal
Revenue Code of 1954 shall not apply; and”™

(B) Effective with respect to faradle yeurs
beginning after December 31, 1981, aud
before January 1, 1984, pavagraph (10} q{
section 21rra) uf such Act is amended to
read as follows: .

‘4107 in the case of an indtvidual de-
scrided in section S11ANIIBY of the Inter-
nal Revenue Code of 1954, the exclusion
from gruss income provided by section
811(ar1) of such Code shall sot apply; and™.

fcX1) The amendments mude by subsec-

SEC. 324. (a)(1) Section 3121 of the Inter-
nal Revenue Code af 1964 (vaiating bdgﬂni-

* PENSATION AND SALARY REDUCTION ARRANGE-

MENTS. —
“(1) CERTAIN EMPLOYER CONTRIBUTTONS
TREATED AS WAGES.—Nelhing in eay perqa-
graph of swbeection (a) fother then para-
she term

‘weges’—

“tA) any emploper condribution under e
qualified cash or deferred arrengement (as
defined in section 401(k)) lo the exten! not

‘“(B) any amount fvealed us an employer
contribution under section 426N2).
‘“42) TRESTMENT OF CERTEHN NONQUALNSED

Jorfeiture of the rights to such amount.

" ‘YB) Taxad ONLY ONCE.—ARny amouni
taken into eccount s weges by reason of
subparagraph (4) (and the income atiribui-
able thereto) shall not thereafter be trealed
wages for purposes of this chapter.

“4C) NONQUALIFIED DEFERRED OOMPENSATION
PLAN.—For purposes of this pavagraph, the
term ‘nonqualified deferred compensation
plar’ means any plan or ether arrangement
Jor deferral of compensalion ether than a
plan described in subsection faM5)

“(3) EXEMPT GOVERNMENTAL BEFERRED COM-
PENSATION PLAN.—For purposes of subsection
(a)(5), the term ‘exempt govermmenial de-
JSerred compensation plan’ means eny plan
providing for deferral af compensation es-
tablished and mainiained for its em.ployeea
by the Uniled States, by a Staie or political
subdivision thereaf, or by an agercy or in-
strumentality of any of the foregoing. Such
term shall not include—

“(4) any plan to which sectior 83, 402(b),
403(c), 457(a), or 457(e)(1) gpplies, and

‘““‘B) any annuity contract described in
section 403(b).”

(2) Paragraph (5) of section 3121(a) of
such Code (defining wages) is amended—

(4) by striking out “or” at the end of sud-
paragraph (C), -

(B) by striking out the semicolon at the
end of subparagraph (D) and inserting in
lieu thereof a comma, and

H1741

1C) by adding at the end thereof the follow-
ing new sudparagraphs:

“(E) under or to an annwily contract de-
scribed in section 40310, ofher than a pay-
ment for the purchau Qf such contract
which is made by reason af a salary reduc-
tion agreement (whefher evidenced by a
written tnstrument or otherwise),

“(F) under or to an etempt governmental
deferred compensation plan (as defined in
subsection (v)(3)), or -

“(GY to supplement pension benefits under
aplanorbatdcmibdbmd‘aejore-
going provisions of this pemagraph to take
into account some or &ll of the in-
crease in the coat of living fas determined by
the Secrelary of Labor) sinoce retirement but
ounly i/ such supplemantal paymentis are
under a plan which is treated as a welfare
plan under section 3(2UB)(i1) of the Em-
ployee Retivement Income Security Act of
1974;".

(3) Subsection (a) of section .Iﬂlafwch
Cede (defining wageal is amende

mltnnamruhﬁl.bumwub-
paragraph (A) and vedesignaling subpera- -
graphs (B), (C), and (B} |

(A), (B), and (Ch
(mummmm (3) and (9),

A3)d)—
after "death,”, and
(ii) by

after attaining «n age specifled in the plan
referred to in subparagraph (B) or in a pex-
sion plan of the emplayr,”, and

(D) by striking out ‘:ubpammph (B)” in
the last sentence thereqf Apld {ngerting in
lieu thereaf “subparagraph (4)

(b)(1) Section 3386 of the Internal Reve-
nue Code af 1954 (relaling o definitions) is
amended by adding al the end thereaf the
Jollowing new subsection’

“4r) TRRATMENT OF CERTAMIN DEFERRED COM-
PENSATION AND SALARY RREDUCTION ARRANGSE-
MENYS.—

“f1) CERTAIN EMPLOYER CONTRIBUTIONS
TREATED AS WAGES.—Nothing in any para-
graph af subsection W fofRér than pera-
graph (1)) shall exclude from fhe ferm
‘wages’—

“Y4) amy employer contribution under o

tion 402(a)(8), or
“B) axy emount treated a5 an employer
contribution under section €14/R)2).

‘YA) IN GENERAL.—Any amount deferred
under a¢ nonqualified deferred compensation
plan shall be taken into eccount for pur-
poses af this chapter as of the later of—

“(i) when the services are performed, or

“fii) when there is no substuntiql risk of
forefeiture of the rights to such amount.

“YB) TAXED ONLY ONCE.—Any amount
taken into account as wages by reason of
subparagraph (4) (and the income attridbut-
able thereto) shall not thereafter be treated
as wages for purposes of this chapter.

“{C) NONQUALIFIRD DEFERRED COMPENSATION
PLAN.—For purposes af this paragraph, the
term ‘nonqualified deferred compensalion
plan’ means any plan ar other arrangement
for deferral of compensation other than a
plan described in subsection (bJ)(5).”

(2) Paragraph (5) of sectiorn 3306(b) of
such Code (defining wages/) 12 gmended—

(4) by striking out “or” el the end aof sud-
paragreph (C), )

(B) by striking out the semicolon at the
end aof subparagreph (DJ end inserting in
lieu thereaf @ comma, and

(C) by adding at the end thereaf the follotw-
ing new subparagrephs
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‘“(E) under or to an annuity contract de-
scribed in section 403(b), other than a pay-
ment for the purchase of such contract

written instrument or otherwise),

“(F) under or to an exempt governmental
deferred compensation plan (as defined in
section 3121(v)(3)), or

“G) to supplement pension benefits under
a plan or trust described in any of the fore-
going provisions of this paragraph to take
into account some portion or all of the in-
crease in the cost of living (as determined by
the Secretary of Labor} since retirement but
only {f such supplemental paymenis are
under a plan which is treated as a welfare
plan under section 3(2)(B)(ii) of the Em-
ployee Retirement Income Securily Act of
1974;",

(3) Subsection (b) of section 3306 of such
Code (defining wages) is amended—

(4) in paragraph (2), by striking out sub-
paragraph (A) and redesignating subpara-
graphs (B), (C), and (D) as subparagraphs
(A), (B), and (C), respectively,

(B) by striking out paragraphs (3) and (8),
and (C) in paragraph (10/(A)—

(1) by inserting “or” after “death,”, and

(13) by striking out “or (iii) retirement
after attaining an age specified in the plan
referred to in mbparugraph (B) or in a pen-
sion plan aof the em;

(4)(A Subpammph (A) of section
3306(b)(2) of such Code, as redesignated by
z’aruamph (3)(A), is amended to read as fol-

08° :

“(A) sickness or accident disability (but,
in the case of payments made to an employ-
ee or any of his dependents, this subpara-
graph shall exclude from the term “wages’
only payments which are received under a
workman’s compensation law), 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 regula-
tions presribed 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 chapter and chapter 22 as the em-
ployer with respect to such wages”,

(C) Rules similar to the rules of subsec-
tions (d) and (e) of section 3 of the Act enti-
tled “An Act to amend the Omnibus Recon-
ciliation 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 subparagraph (A)).

(c)(1) Section 209 of the Social Security
Act is ded dding at the end thereof
fas amended by this Act) the following new
paragraphs:

“Nothing in any of the foregoing provi-
sions of this section (other than subsection
(a)) shall exclude from the term ‘wages’

“(1) any employer contridution under a
qualified cash or deferred arrangement (as
defined in section 401(k) of the Internal
Revenue Code of 1954) to the extent not in-
cluded 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 nonquali-
fied deferred compensation plan (within the
meaning of section 3121(v)(2)(C) of the In-
ternal 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 for-
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Jeiture of the rights to such amount. Any
amount taken into acount as wages by
reason of the preceding sentence (and the
income attiributadble thereto) shall not there-
tiwrtle. ‘Pc treated as wam Jor purposes of this

(2) Subsection’(e) qf section 209 of such
Act 13 amended by adding before the semi-
colon at the end thereof the following: “ or
(5) under or to an annuily contract de-
scribed in section £03(v) of the Internal Rev-
enue Code of 1954, other than a payment for
the purchase of such contract which is made
by reason of a salary reduction agreement
(whether evidence by a written instrument
or otherwise), or (8) under or to an exempt
governmental deferred compensalion plan
{as defined in section 3121(v)(3) of such
Code), or (7) to supplement pension benefils
under a plan or trust described in any of the
Joregoing 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 supplemental payments are
under a plan which i3 treated as a welfare
plan under section 3(2)(B)(ii) of the Em-
ployee Retirement Income Security Act of
1974,

(3) Section 209 of such Act is amended—

(A) in subsection (b), by striking out para-
graph (1) and redesigning paragraphs (2),
(3), and (4) as para.graphs (1), (2), and (3),
respectively,

(B) by striking out subsections (c) and (i),

and

(CJ in subsection fm)(1)—

(i) by inserting “or” after “death,”, and

(i4) by striking out “or (C) retirement after
atltaining an age specified in the plan re-
Jerred to in paragraph (2) or in a pension
plan of the employer,”.

(4) Section 203(f)(5)(C) of the Social Secu-
rity Act is amended by adding at the end
thereqf the following new sentence: ‘“The

* does not include—

"(i) the amount of any payment made to,
or on behalf of, an employee or any of his de-
pendents (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

“(i1) any payment or series of payments by
an emplolyer 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(mJ)(2) or in a pension plan of the em-
ployer.”

(d)(1) Except as otherwise provided in this
subsection, the amendments made by this
section shall apply to remuneration paid
after December 31, 1983.

(2) Except as otherwise provided in this
subsection, the amendments made by subsec-
tion (b) shall apply to remuneration paid
after December 31, 1984.

(3) The amendments made by this section
shall not apply to employer contributions
made during 1984 and attributabdle to serv-
ices performed during 1983 under a quali-
fied cash or deferred arrangement (as de-
Sined in section 401(k) of the Internal Reve-
nue Code of 1954) if, under the terms of such
arrangement as in affect 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 contridbution before January 1, 1984.
In the case of the amendments made by sub-
section (b), the preceding sentence shall be
applied by substituting “1985” for ‘1984~
each place it appears and by substituting
“during 1984 for “during 1983".

March 24, 1988

(4) In the case of an ageeement in exist-
ence on March 24, 1983, between a nonquali-
Jfied deferred compensation plan (as defined
in section 3121(v)(2)(C) of the Internal Rev-
enue Code of 1954, as added by this section)
and an individual—

(A) the amendments made by this section
(other than subsection (b)) shall apply with
respect to services performed by such indi-
vidual after December 31, 1983, and

tB) the amendments made by subsection
(b) shall apply with respect to services per-
Jormed by such individual after December
31, 1984.

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. 326. (a) Section 218(o) of the Social
Security Act is amended by adding at the
end thereaf 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 en-
actment of this section.

EFFECTIVE DATES OF INTERNATIONAL SOCIAL
SECURITY AGREEMENTS

SEC. 327. (a) Section 233(e)(2) of the Social
Security Act is emended 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 which at
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 enact-
ment of this Act.

CODIFICATION OF ROWAN DECISION WITH
RESPECT TO MEALS AND LODGING

SEC. 328. (a)(1) Subsection (a) section 3121
of the Internal Revenue Code of 1954 (defin-
ing wages) i3 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 in-
serting after paragraph (18) the following
new paragraph.

“(19) the value of any meals or lodging
Jurnished by or on behalf of the employer if
at the time of such furnishing it is reason-
able 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
18 amended by striking out “or” at the end
of subsection (p), by siriking out the period
at the end of subaection (q) and inserting in
lieu thereof ‘5 or”, and by inserting after
subsection (q) the following new subsection.

“(r) The value of any meals or lodging fur-
nished 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 sec-
tion 119 of the Internal Revenue Code of
1954.7,

(b)(1) Subsection (a) of section 3121 of
such Code is amended by inserting after
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 exclu-
sion from ‘wages’ as used in such chapter
shall be construed to require a similar exclu-
sion from ‘wages’ in the regulations pre-
scribed for purposes of this chapter.”,

(2) Section 209 of the Social Security Act
is amended by inserting tmmediately after
subsection (r) (as added by subsection (a) of
this section) the following new sentence:
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“Nothing in the regulations prescribed for
purposes of chapter 24 of the Internal Reve-
nue Code of 1954 (relating to income lax
withholding) which provides an exclusion
Jrom ‘wages’ as used in such chapter shall be
construed to require a similar exclusion
Jrom “wages’ in the regpulations prescribed
Jor purposes of this title.”,

(c) Subsection (b) of section 3306 of the In-
ternal Revenue Code aof 1954 (defining
wages) is amended—

(1) by striking out “or” at the end quara-
graph (12),

(2) by striking out the period at the end of
paragraph (13) and inserting in lieu thereof
“-or”,

(3) by adding immediately after para-
graph (13) the following new paragraph:

“(14) the vayue of any meals or lodging
Jurnished by or on behalf of the employer if
at the time of such furnishing it is reason-
able to delieve that the employee will be able
to exclude such items from income under
section 119.”, and

(4) by adding at the end thereaf the follow-
ing new flush sentence:

“Nothing in the regulations prescribed for
purposes of chapter 24 (relating to income
tax withholding) which provides an exclu-
sion from ‘wages’ as used in such chapter
shall be construed to require a similar exclu-
sion from ‘wages’ in the regulations pre-
scribed for purposes of this chapter.”.

(d)(1) Except as provided in mragmph
(2), the amendments made by subsections
fa) and (b) shall apply to remuneration paid
after December31, 1983.

(2) The amendments made by subsection
fc) shall apply to remuneration paid after
December 31, 1984.

TREATMENT OF CONTRIBUTIONS UNDER
SIMPLIFIED EMPLOYEE PENSIONS

Sxc. 329, (a) Subparagraph (D) of section
3121(a)(5) of the Internal Revenue Code of
1954 (defining wages) is amended by strik-
ing out “seclion 219” and inserting in lieu
thereof “section 219(b)(2)”.

1) Subsection (e) of section 209 aof the
Social Security Act, as amended by this Act,
18 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)
i/, at the time of the payment, it is reason-
able to believe that the employee will be enti-
tled to a deduction under section 219(b)(2)
aof such Code for such payment;”.

(c) Subparagraph (D) of section 3306(b)(5)
aof the Internal Revenue Code of 1954 is
amended by striking out “section 219 and
inserting in lieu thereof “section 219(b)(2)”.

(d)(1) Bxcept as provided in paragraph
(2), the amendments made by this section
shall apply to remuneration paid after De-
cember 31, 1983.

(2) The amendments made by subsection

(c) shall apply to remuneration 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)(3)(A) of the
Social Security Act is amended by striking
out clause (i) and inserting in lieu thereaf
the following:

“({1) an amount (I) initially equal to the
product of 1.75 and the primary insurance
amount that would be computed under sec-
tion 215(a)(1), for January of the year deter-
mined for purposes of this clause under the
Jollowing two - sentences, with respect to
average indexed. monthly earnings equal lo

one-twelfth of the contribution and benefit
base determined for that year under section

230, and (II) thereafter increased in accord- .
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ance. with pmvu(ou aof section
215(0(2)(.4)(10. -

The year atauahedforwm af clause
(ii) shall be 1983 or, {f 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
payable on the basis of the wages and self-
employment income af the insured individu-
al. If for any month subsequent to the first
month for which clause (1) applies (with re-
spect to denefits payable on the dasis of the
wages and self-employment income of the in-
sured individual) the rediction under this
subparagraph ceases to apply, then the year

determined under the preceding senlence

shall be redetermined ifof purposes of any
subsequent application aof this subparagraph
with respect to benefits payadle on the basis
of such wages and self-employment income)
as though this mbmmmph had not been
previously applicable.”.

(2) Section 203(a)(7) qf such Act is amend-
ed by striking out everything that follows
“shall be reduced to an amount equal ‘to”
and inserting in leu thereof ‘“the amount
determined in accordance with the provi-
sions of paragraph (3)(A)tii) of this subsec-
tion, exvept that for this purpose the refer-
ences to subparagraph (A) in the last two
sentences  of paragraph (3)(A) shall be
deemed to bg references to paragraph (7).”.

(b) Clause (1) in the last sentence af sec-
tion 203(b)(1) of such Act (as amended by
section 132(b) of this Act) is further amend-
ed by striking out “penultimate sentence”
and inserting in lieu themf ‘first sentence
af paragraph (4)”.

{c) The amendments made dy subsection
(a) shall be effective with respect to pay-
ments made for months after December 1983.
RELAXATION OF INSURKD STATUS REQUIREMENTS

FOR CERTAIN WORKERS PREVIOUSLY ENTITLED

70 4 PERIOD OF DISARILITY -

SEC. 332. (a) Sectian 216(1)(3) of the Social
Security Act 1s a ¢

(1) by striking out the semicolon at the
end of clause (ii) of subpamymph (B) and
inserting in lieu thereof *, or’”; a

(2) by inserting after clam m/ aof such
subparagraph the following new clause:

“(ii1) in the case of an individual (not oth-
erwise insured under clause (4)) 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 be-
ginning after such individual attained age
21 and ending with such quarter are quar-
ters of coverage, or (if the number of quar-
ters in such period is less than 12) not less
than 6 of the quarters in the 12-quarter
period ending wwc such quarter are quar-
ters of coverage;”.

(b) Section 223(c)(1)(B) of such Act is
mended—

(1) by striking out the semicolon at the
end of clause (ii) and inserting in lieu there-
Of" or” ﬂvﬂd

(2) by lmerthw after clause (i) the follow-
ing new clause:

“({i1) in the case of an {ndividual (not oth-
erwise insured under clause (i)) who, by
reason of section 216(1)(3)(B)(ii), hed 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 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 guarters of coverage,”.

{c) The amendmenis made by this section
shall be effective with respect to applica-

a
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tions for disability insurance benefits under
section 223 of the Social Security Act, and
Jor disability determingtions under section
216(1) of such Act, filed after-the date of the
enactment of this Act, except that no month-
ly benefits under title II af the Social Secu-
rity Act shall be payable or increased by
reason of the amendments made by this sec-
tion for months before the month following
the month of enactment of this Act.
PROTECTION OF BENEFITS OF ILLEGITIMATE
CHILDREN OF DISABLED BENEFICIARIES

SEC. 333. fa) The last sentence of section
216(h)(3) of the Social Security Act 1is

amended by striking oul ‘“subparagraph
(A)(4)” and inserting in lieu thereof “subpar-
agraphs (A)(4) and (B)4)”.

(d) The amendment made by subsection
(a) shall be effective on the date of the enact-
ment of this Act.

ONE-MONTH RETROACTIVITY OF WIDOW'S AND
WIDOWER’S INSURANCE BENKFITS

SEc. 334. (a) Section 202()(4)(B) of the
Social Security Act is amendod—

(1) by redesignating clawses (iit) and (iv)
as clauses (iv) and (v), respectively; and

(2) by adding after clause (i) the follow-
ing new clause:

“tii1) Subparagraph (4) does not apply to
a benefit under subsection (e) or (f) for the
month immediately preceding the month of
application, {f the insured tndividual died
in that preceding month.”.

(b) The amendments made dy subdsection
(a) shall apply with respect to survivors
whose applications for monthly benefits are
fled after the second month following the
month in which this Act is enacted.

NONASSIGNABILITY QF BENSFITS

Skc. 335. (a) Section 207 of the Social Se-

curity Act is amended—

1:‘1:) by inserting “(a)” beJora “The right’;

a

° (2) by adding at the end thereof the follow-

ing new subsection:

“d) No other mﬁﬁon af law, enacted
before, on, or after the date of the enactment
of this section, may be construed to limil,
superaede, or otherwise modify the provi-

sions of this section except to the extent that
it does 80 by express reference to this sec-

(b)(I) Section 459%(a) of such Act is amend-

ed by inserting “(including section 207)"
after “any other provision of law.”

(2)(A) Section 88(a) af the Internal Reve-
nue Code of 1954 (as added by section 121(a)
of this Act) s amended by inserting “(not-
withstanding section 207 of the Social Secu-
rity Act)” before ‘includes”.

(B) Section 871(a)(3)(A) of such Code (as
added by section 121(c)(1) of this Act) is
amended by inserting “Imolwithstanding
section 207 of the Social Security Act)” after
“bncome”.

fc) The amendments made by subsection
(a) shall apply only with respect to benafits
payable or rights existing under the Social
Security Act on or after the date of the en-
actment of this act.

USE OF DEATH CERTIFICATES TO PREVENT ERRO-
NEOUS BENEFIT PAYMENTS TO DECEASED INDI-
VIDUALS
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

“(r)(1) The Secretary shall undertake to es-
tablish a program under which—

“A) States (or political subdivisions
thereaf) voluntarily coniract with the Secre-
tary to furnish the Secretary periodically
with information (in a form estadlished by
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the Secretary in consultation with the
States) concerning tndividuals with respect
to whom death certificates (or equivalent
documents maintained by the States or sub-
divisions) have been officially filed ‘with

them;

‘“AB) There will de (1) a comparison of
such information on such individuuals with
information on such individuals in the re-
cords being used in the administration of
this Act, (2) validation of the results of such
comparisons, and (3) corrections ir such re-
cords to accurately reflect the status of such
individual

“(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 Secre-
tary in consultations with the Stutes) for
transcribing and transmitting such infor-
mation to the Secretary.

“(3) In the case of individuals with respect
to whom federally funded besnefits are pro-
vided by (or through) a Federal or State
agency other than under this Act, the Secre-
tary 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 t/—

.“14) under such arrangement the agency
provides retmbdursement to the Secretary for
the reasonable cost of carrying out such ar-
rangement, and

“(B)-such arrangement does nol conflict
with the duties of the Secretary under para-
graph (1).

“(4) The Secretary may enter into similar
agreements with States to provide informa-
tion for their use in programs wholly funded
by the States if the requirements of (r)(3)(4)
and (r)(3)(B) are met.

“(5) The Secretary may use or provide for
the use of such records as may be corrected
under this sectiom, subject to such safe-
guards as the Secretary determines are nec-
essary or appropriate to protect the infor-
mation from unauthorized use or disclosure,
Jor statistical and research activities con-
ducted by Federal and State agencies;

“(6) Information furnished to the Secre-
tary under this subsection may not be used
for any purpose other thun the purpose de-
scrided in this subsection and is exempt
Jrom disclosure under section 552 of title 5,
United States Codle, axd from his require-
menis of section 562a af such title,

“47) The Secretary shall irclude informa-
tion on the status of the propram established
under this seotion wnd impediments to the
effective implementution of the program in
g-: 1984 report required wnder section 704 of

Act.”.

PUBLIC PENSION OFFSET

SxC. 337. (a) Subsections (b}(4)(A4),
(C)2HA), (f)(2HA), and (g)(4)(A) of section
202 of the Social Security Act, and para-
graph (7)(A) of section 202(e) of such Act (as
redesignated by section 131(a)(3)(A) of this
Act), ure each amended—

(1) by striking out “by arn amount equul to
the amount of any monthly periodic bene-
fit” and inserting in lew thereaf “by an
amount equal Lo two-thirds of the amount of
any monthly periodic dewnefit”; and

(2) by adding at the end thereof the follow-
ing new sentence: “The amount of the reduc-
tion in any benefit under this subparagraph,
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 tkhis section shall apply only with re-
spect to monthly insurance benefits payable
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under title II of the Social Security Act to
individuals who initially become eligible (as
defined in section 334 of Pubdlic Law 95-216)
Jor monthly periodic benefits (within the
meaning of the provisions amended by sub-
section (a)) for months after June 1983.
STUDY CONCERNING THE ESTABLISHMENT OF THE
SOCIAL SECURITY ADMINISTRATION AS AN INDE-
PENDENT AGENCY

SEc. 338. (a) There is hereby established,
under the authority of the Committee on
Ways and Means of the House of Repre-
sentatives and the Committee on Finance of
the Senate, a joint study panel to be known
as the Joint Study Panel on the Social Secu-
rity Administration (hereafter in this sec-
tion 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 Commit-
tee on Finance of the Senate and such chair-
men 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 at-
tainments, are widely recognized by profes-
sionals in the fields of government adminis-
tration, social insurance, and!labor reta-
tions as experts in those fields.

(2) Vacancies in the membership of the
Panel shall not affect the power aof the re-
maining 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 other-
wise in the employ of the United States Gov-
ernment shall receive the daily equivalent of
the annual rate of basic pay payable for
level V of the Executive Schedule under sec-
tion 5318 of title 5, United States Code, for
each day during which such member is actu-
ally engaged in the performance 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 Commitiee on Ways and Means of the
House of Representatives and the Commit-
tee on Finance of the Senate, such Commit-
tees shall provide the Panel, on a reimbursi-
ble basis, office space, clericul persomnel,
and such supplies und equipment as may dbe
necessary for the Panel to carry out its
duties under this section. Subject to such
limitations as the chairmen of suckh Com-
miltees may jointly prescribe, the Panel may
appoint such additional personnel as the
Panel considers necessary and fix the tom-
pensation of such personnel as it considers
appropriate al an annual rate which does
not exceed the rate of basic pay then payable
Jor GS-18 of the General Schedule under sec-
tion 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
thereaf.

(5) There are hereby authorized to be ap-
propriated to the Panel, from amounts in
the peneral fund of the Treasury not other-
wise approprieted, such sums as are neces-
sary to carry out the purposes of this sec-
tion.

(c)(1) The Panel shall undertake, as soon’

as possible after the date of the enactment of
this Act, a thorough study with respect to
the implementation of removing the Social
Security Administration from the Depart-
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ment of Health and Human Services and es-
tablishing it as an independent agency in
the executive branch with its own independ-
ent 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 para-
graph (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) any 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 Ad-
ministration as an independent agency; and

(E) any other details which may be neces-
sary for the development of appropriate leg-
islation to establish the Social Security ad-
ministration as an independent agency.

(d) The Panel shall submit to the Commit-
tee on Ways and Means of the House of Rep-
resentatives 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 rec-
ommendations the Panel considers appro-
priate. The Panel and all authority granted
in this section shall expire thirty days after
the date of the filing of its repbrt under this
section.

LIMITATION ON PAYMENTS TO PRISONERS

SEC. 339. (a) Section 202 of the Social Se-
curity Act is amended by adding at the end
thereof the folowing new subsection:

(x)(1) Notwithstanding any other provi-
sion of this title, no monthly benefits shall
be paid under this section, or under section
223 to any individual for any month during
which such individual is confined in a jail,
prison, or other penal institution or correc-
tional facility, pursuant to his conviction of
an offense which constituted a felony under
applicadle law, unless such individual is ac-
tively and satisfactorily participating in a
rehabilitation program which has been spe-
fically approved for such individual by a
court of law and, as determined by the Sec-
retary, is expected ¢o result in such individ-
ual being able to engage in substantial gain-
JSul activity upon release and within a rea-
sonable time.

(2) Benefits which would be payable to
any individual (other than a confined indi-
vidual 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 provisions of paragraph (1), shall be
payable as though such confined individual
were receiving such benefits under this sec-
tion.

(3) Notwithstanding the provisions of sec-
tion 552a of title 5, United States Code, or
any other provision of Federal or State law,
any agency of the United States Govern-
ment or of any State (or political subdivi-
sion thereof) shall make available to the Sec-
retary, upon written request, the name and
social security account number of any indi-
vidual who is confined in a jail, prison, or
other penal institution or correctional fa-
cility under the furisdiction 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 subsection (f).
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{c) The amendments made by subsections
fa) and (b) shall apply with respect o
monthly benefits payable for months begin-
ning on or after the date of enactment of
this Act.

REQUIREMENT OF PREVIOUS UNITED STATES RESI-

DENCY FOR ALIEN DEPENDENTS AND SURVIVORS

LIVING OUTSIDE THE UNITED STATES

SEC. 340. (a) Section 202(t) of the Socidl
Security Act is amended— .

(1) in the heading, by adding after

- “United States” the following: ‘c Residency
Requirements for Dependents and Survi-
vors”; and

2) by adding at the end thereof the follow-
ing new paragrapi

“11)(A) Paragraph (2) and subparagraphs
(A), (B), (C), and (E) of paragraph (4) shall
apply with respect to an individual’s month-
ly benefits under subsection (b), (c), (d), (e),
(f), (9), or (h) only if such individual meets
the residency requirements of this para-
graph with respect to those benefits.

“(B} An individual entitled to benefifs
under subsection (b), (c), fe), (f), or (g) meets
the residency requirements of this para-
graph with Yespect to those denefits 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 entitle-
ment 1s based, for a total period of not less
than 5 years. For purposes of this subpara-
graph, a period of time for which-an indi-
vidual bears a spousal relationship to an-
other person consists of a period throughout
which the individual has been, with respect
to such other persom, a wife, a husband, a
widow, a widower, a divorced wife, a di-
vorced husband, a surviving divorced wife,
a surviving divorced husband, a surviving
divorced mother, a surviving divorced
!a.ther or (as applicable in the course of

such period) any two or more of the forego-
ing.

‘YC) An individual entitled to benefits
under subsection (d) meets the residency re-
quirements of this paragraph with respect to
those benefits only i/—

“(4)(1) 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
af not less than § years, or

“(II) the person on whose wages and self-
employment ircome 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
Jor a total period of not less than 5 years (or
died while residing in the United States),
and

“ti{) 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
Jor a period (beginning before such individ-
ual attained age 18) consisting of—

“(1) the year immediately before the month
in which such person became eligible for old-
age insurance benefits or disability insur-
ance benefits or died, whichever occurred
first, or

‘“4II) if such person had a period of dis-
ability which continued until he or she
became entitled to old-age insurance bene-
fits or disadility insurancge benefits or died,
the year immediately before the month in
which such period of disadbility began.

‘“4D) An individual entitled to benefils
under subdsection (h) meets the residency re-
quirements of this paragraph with respect to
those benefits only 4f such individual has re-
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sided in the United States, and while g0 re-

siding was a parent (within the meaning of
subsection (M)(3)) of the person on whose
wages and self-employment income such en-
titlement s based, for a totnlpeﬁodqfnot
less than § years.

“(E) This paragraph shall not apply with
respect to any individuual who s a citizen or
resident of a foreign country with which the
United States has an agreement in force
concluded pursuant to section 233, a:cept 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 in-
serting in lieu thereaf “Subject to paragraph

' {11), paragraph (1) shall not apply”.

(c) The amendments made by this section
shall apply with respect to avw individual
who initially becomes eligidble for benefils
under section 202 or 223 after December 31,
1984.

ADDITION OF PUBLIC MEMBERS TO TRUST FUND
BOARD OF TRUSTEES

SEC. 341, (a) Section 201(c) of the Social
Security Act is amended—

(1) by inserting before the period at the
end of the first sentence the following: “. and
af two members of the pudlic (both of whom
may not be from the same political party),
who shall be nominated dy the President for
a term of four years and subject to confir-
mation by the Senate’; and

(2) by adding at the end thereaof the follow-
ing new sentence: “A person serving on the
Board of Trustees shall not be considered to
be a fiduciary and shall not be personally
liadle for actions taken in such capacity
with respect to the Trust Funds.”.

(b) Section 1817(b) of such Act is amend-
ed—

(1) by inserting before the period at the
end of the first sentence the following: *, and
af two members aof the public (both of whom
may not de from the same political party),
who shall be nominated dy the President for
a term of four years and subject to confirma-
tion by the Senate”, and -

(2) by adding at the end thereof the follow-
ing new sentence: “A person serving on the
Board of Trustees shall not be considered to
be a fiductary and shall not de presonally
liable for actions taken in such capacity
with respect to the Trust Fund.”.

(c) Section 1841(b) af such Act is amend-
ed—*

(1) by inserting before the period at the
end of the first sentence the following: *, and
of two members aof 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 confir-
mation by the Senate’; and

(2) by adding at the end thereof the follow-
ing new sentence: “A person serving on the
Board of Trustees shall not be considered to
be a fiduciary and shall not be personally
liadble 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 enact-
ment of this Acl.

PAYMENT SCHEDULE BY STATE AND LOCAL
GOVERNMENTS

SEC. 342, (a) section 218(e)(1)(A) qf the
Social Security Act is amended to read as
Jollows:

(A) that the State will pay to the Secretary
of the Treasury—

(i) 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 in-
cludes the first fifteen days of such calendar
month if the services for which wages were
paid in such period to employees covered by
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the agreement constituted employment cov-
ered by the agreement constituted employ-
ment as defined in section 3231 of such
Code, and

(ii) on the fifteenth day aof 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 wilh respect to the
period beginning with the sirteenth day of
such calendar month and ending with the
last day of such calendar month {f the serv-
ices for which wages were paid "in such
period to employees covered by the agree-
ment constituted employment as defined in
section 3121 of such Code; and”.

(b) The amendments made by this section
shall apply to calendar months deginning
after December 31, 1983.

EARNING SHARING IMPLEMENTATION REPORT

REPORT

SEC. 344. (a) The Secretary of Health and
Human Services (hereinafter in the Part re-
Jerred to as the “Secretary”) shall develop,
in consultation with the Senate Committee
on Finance and the Committee on Ways and
Means of the House of Representatives, pro-
posals for earnings sharing legislation as de-
scribed in subsection (b). The Secretary shall
report such proposals to such committees
not later than July 1, 198¢. The report and
proposals provided to such committees

(1) take into account, discuss, and analyze
the impact of earnings sharing on various
categories of social security beneficiaries
and include recommendations for the imple-
mentation of earnings sharing which may

(2) include specific recommendations with
respect to an appropriate and feastble time
period or time periods for implementation
of such proposals along with recommenda-
tions for any transition -provisions which
may be necessary or appropriate; and

(3) provide cost4mpact analyses on each
proposal presented.

(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 belween
them for social security bdenefit purposes.

(c) In preparing the report and proposals
required in subsection (a), the Secretary
shall include consideration and analysis of
the earnings sharing proposuls contained in
(1) 8. 3, 98th Congress, 1st Session, (2) H.R.
1513, 97th Congress, 1st Session, and (3) the
earnings sharing option descrided in the
report entitled “Soctal Securily and the
Changing .Roles of Men and Women”, sub-
mitted to the Congress pursuant to Public
Law 95-216, the Social Security Amend-
ments 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 commit-
tees identified in such subsection on the
methodologies, recommendations, and anal-
yses used in the Secretary’s report.

VETERANS’ ADMINISTRATION REORGANIZATION
REORGANJZATION

SEC. 345. The requirements of section
210(b)(2)(A) of title 38, United States Code,
shall not apply to the planned administra-
tive reorganization at the Veterans’ Admin-
istration Los Angeles Data Processing
Center {nvolving the tmnder qf 25 full-time
equivalent employees from the Office of
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Date Management and Technology to the
Department of Medicine and Surpery of the
Veterans’ Administration

SOCIAL SECURITY CARDS

SEC. 346. fa) Section 205(c/2) of the-Social
Security Act 1s amended by adding at the
end thereof 8he following new subparagraph:

“(D) The Secretary shall tesue & social se-
curity card to ‘each individual at the time of
the isssuance of a vocial security aocount
number to such individual. The social secu-
rity card shall bg made of banknote paper,
and (to the marimum exteat practicedle)
shall be a card which cannot be counlerfeit-
ed.”,

{b) The amendment made by this section
shall apply with respect to all new and re-
placement social security cards issued more
than 193 daye after the date of the enact-
ment of this Act.

(c) Within 90 days after the date of the en-
actment 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. 34% (a)(1) Title VII of the Socsal Se-
curity Act (as amended by section 143 of this
Act) is further amended by adding at the end
thereaf the following new section:

“BUDGETARY TREATMENT OF TRUST FUND
OPERATIONS

“Skc. 710. The disbursements aof the Feder-
al Old-Age and Survivors Insurance Trust
Fund, the Federal Disability Insurance
Trust Pund, the Federal Hospital Insurance
Trust Fund, and the Federal Supplementary
Medical Insurance Trust Fund shall De
treated as a separate magjor functional cate-
gory in the budgel of the United States Gov-
ernment as submitted by the President and
in the congressional budget, and the receipts
of such Trust Funds, including the taves im-
posed under sections 1401, 3101, and 3111 of
the Internal Revenue Code of 1954, shall be
set forth separately in such budgets.”.

(2)(A) 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 Sepiember 30, 1992,
except that such amendment 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 sec-
tion) is amended to read as follows:

“BUDGETARY TREATMENT OF TRUST FUND
OPERATIONS

“SECc. 710. (a) The receipts and disburse-
ments of the Federal Old-Age and Survivors
Insurance Trust Fund, the Federal Disabil-
ity Insurance Trust Fund, and the Federal
Hospital Insurance Trust Fund and the
taxes imposed wunder 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 con-
gressional budget and shall be exempt from
any general budget limitation imposed by
statute on expenditures and net lending
(budget outlays) of the United States Gov-
ernment.

“(b) The disbursements of the Federal Sup-
plementary 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 budgets.”.
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- LIBERALIZATTION OF EARNINGS TEST

SEC. 348. (a) Section 203(f)(3) of the Social
Security Act i3 amended by striking out 50
per centum of his earnings for such yeur in
excess of the product of the applicadle
ezempt amount as determined under pura-
graph (8)” and inserting in liew thereof the
Sollowing: “33% percent of his earnings for
such year in excess of the product of the ap-
plicable exempt umount us determined
under paragraph 18) in the case of an indi-
vidual who has allained retirement age (us
defined in section 216(1)) before the close of
such taxable year, or 50 percent of his earn-
ings for such year in excess af such product
in the case of any other individual”.

(b) The amendment made by subsection
(a) shall apply only in the case af individ-
uals attaining retirement age (as defined in
section 210(1) of the Social Security Act)
after December 1989.

TITLE IV—SUPPLEMENTAL SECURITY
INCOME BENEFITS

INCREASE IN FEDERAL S8I BENEFIT STANDARD

Sec. 401. {al)(1) Section 1617 of the Social
Security Act is amended by adding at the
end thereaf the following new subsection.

“(c) Effective July 1, 1983—

“(1) each of the dollar amounts in effect
under subsections (a)(1)M{(A) and (b)(1) of sec-
tion 1611, as previously increased under this
section, shall be increased by $240 (and the
dollar amount in effect under subsection
{a)(1)(A) section 211 of Public Law 93-66, as
previously so increased, shall be increased
by $120); and

“(2) each of the dolar amounts in.effect
under subsections (e)(2)(A) and (b)(2) of sec-
tion 1611, as previously increased under this
section, shall be increased by $360.”.

(2) Section 1817(b) of such Act is amended
by striking out “this section’ and inserting
glmii’fu thereof “subsection (a) of this sec-

(b) Section 1617(a)(2) of such Act is
amended by inserting “, or, if greater (in
any case where the increase under title 11
was determined on the basis of the wage in-
crease percentage rather than the CPI in-
crease percentage), the percentage by which
benefit amounts under title II would be in-
creased for such month if the increase had
been determined on the basis of the CPI in-
crease percenlage,” after “are increased for
such month”.

ADJUSTMENTS IN FEDERAL SSI PASS-THROUGH
PROVISIONS

Sec. 402. Section 1618 of the Social Secu-
rity Act is amended by redesignaling the
subsection (c) which was added by Public
Law 97-377 as subsection (d), and by adding
at the end thereof the following new subsec-
tion:

“(te)(1) For any particular month after
March 1983, a State which is not lreated as
meeting the requirements imposed by para-
graph (4) of subsection (a) by reason of sub-
section (b) shall be treated as meeting such
requirements if and only if—

“(4) the combined level of its supplemen-
tary payments (to recipients of the type in-
volved) and the amounts payable (to or on
behalf of such recipients) under section
1611(b) of this Act and section 211(a)(1)(A)
of Public Law 93-66, for that particular
month,
i8 not less than—

“(B) the combined level of its supplemen-
tary payments (to recipients of the type in-
volved) and the amounts payabdle (to or on
behalf of such recipients) under section
1611(b) of this Act and section 211(a)(1)(A)
of Public Law 93-66, for March 1983, in-
ereased by the amount of all cost-of-living
adjustments under section 1617 (and any
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other benefit increnses under this title)
which have occurred after March 1983 and
before that particular month.

“(2) In determining the amount of any in-
crease in the combined level involved under
paragraph (1)(B) of this subsection, any por-
tion of such emount which would otherwise
be atiributable to the increase under section
1617(c) shall be deemed instead to be equal
to the amount of the cost-of-living adjust-
ment which would have occurred in July
1983 (without regard to the 3-percent limita-
tion contained in section 215(i)(INB)) if
section 111 of the Social Securily Act
Amendments of 1983 had not been enacted.”.

SSI ELIGIBILITY FOR TEMPORARY RESIDENTS OF
EMERGENCY SHELTERS FOR THE HOMELKSS

SEC. 403. (a) Seclion 1611(e)(1) of the
Social Security Act is amended—

(1) by striking out “subparagraph (B) and
(C)” in subparagraph (A) and inserting in
lieu thereof “subparagraphs (B), (C), and
(D)”; and

(2) by adding at the end thereof the follow-
ing new subparagraph:

‘“UD) A person may be an eligible individu-
al or eligible spouse for purposes of this title
with respect to any month throughout which
he i8 a resident of a public emergency shelter
Jor the homeless (as defined in regulations
which shall be prescribed by the Secretary);
except that no person shall be an eligidble in-
dividual 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 OR-
GANIZATIONS

SEC. 404. (a) Section 1612(b)(13) of the
Social Security Act is amended by striking
out “any assistance received” and all that
JSollows down through “(B)” and inserting in
lieu thereof the following: “any support or
maintenance assistance furnished to or on
behalf of such individual (and spouse if
any) which (as determined under regula-
tions 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 assist-
ance received to assist in meeting the costs
of home energy (including both heating and
cooling), and which”.

(b) Section 402(a)(368) 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 fur-
nished to or on behalf of the family which
(as determined under regulations of the Sec-
retary by such State agency as the chief ex-
ecutive officer of the State may designate) is
based on need for such support and mainte-
nance, including assistance received to
assist in meeting the costs of home energy
(including both heating and cooling), and
which”.

fc) 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 Secre-
tary 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 supplemental security income
benefits under title XVI of such act of the
availability of the supplemental security
income program, and shall encourage such
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1o conduct the Soctal Security dis-
‘woiyication shell

mam

~Jfa) Parogrph 12) of section
mmqurmmsm Compen-
sation Act of 1982 &3 smended by striking
out "Mareh 31, mr'um! 'lmeru'na in Hen

1) smmwmmuamm
by strikinp owt “dpril 1, 1983~ and inserting
in lieu thereaf “Octoder 1, 1983~

NUMBER OF WEEKS FOR WHICH COMPENSATION

PAYABLE )

Szc. 502 (q) Subsection (e) of section 802
of the Federal p
Act of 1882 is amended dy redesignatling
paragraph (3) as paregraph (6) and by strik-
ing out pgragraph {2} and inserling ix lisu
thereaf the following new paragraphs:

“(2)(A) In the case of any acceunt from
which Federal supplemental tompensation
was first payedle 40 an dndividual jor a
week beginning afler March 31, 1983, the
amount estadlished in such accounl shall de
equal to the lzsser f—

Szc. 501

“({) 55 per centum of the total gmount of and the

regular rincluding depend-
ents’ allowances) payudle to the individual
with respect ip the benefit year las deler-
mined under the State loaw) on the busis of
which he most recently received regular

compensation, or )

(i1) the applicable limit determined under
the following tuble ttmes his average weekly
benefit amount for bis benafit year,

“In thecase of :

“{B) I'n the case uf any Stale whose appli-
cable ltmit, as determined under clouse [ii)
of subparagraph TA) for the first week degin-
ning 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 tower than the number

of weeks applicadle fo such State under this
paragraph as in effect for the week begin-
ning March 27, 1983, the applicable limil for
such State for that weekh and any succeeding
week shall not be Jower than 4 less thun 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 pensation
was payable to an individual for a week bde-
ginning before Aprfl 1, 1983, the amount es-

tablished in such account shall be equal t6 -

the lesser of Bhe subparagraph (A) entitle-
ment or the sum of—

“ti) the subparagraph (A) entitlement re-
duced (but not below 2ero) by the aggregate
amount of Federal supplemental compensa-
tion paid to such individual for weeks be-
ginning defore April 1, 1983, plus

“t1i) such individual’s attditional entitle-
ment.

“(D) For purposes qof subparagraph (C)
and this subparagraph—

“t{) The term. ‘subparagraph (A) entitle-
ment’ means the amount which would have
been estadbifshed in the account if subpara-
graph (A) had applied to such account.

“ti4) The term ‘additional entitlement’
means the lesser of—

“(1) three-fourths of the wmmmpk 1A)
entitlement, or
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“(TH - the
under Phe 2dile fimes Me individ-
ual’s wverape Dewett amount for his
denefit yeay. ;
“In the ca3e Qf . . The agplicoble
weeks during & diowit ds:
27 g SR — 19
E L T e — ! |
dperoent perinds. e emeec e ¥ ]

vupplementeal
Yor weeks Beginning
March 31, 1983, from am vreonnt descrided
in subparayreph 109, no veduction in such
account shall de made by reason of any Fed-
eral supplemental compensation paid to the
m?wmmmmmnm
“{3){A) For purposes of this subsection, the
terms ‘S-percent peﬂod‘ S-percent period’,
‘4-percent period’, -and Tow-unemployment
Wmmwwmvm the
period which—
" *M) degins with he 3¢ week ufter the 1st
week in which the rate of insured unemploy-

12 weeks falls tn the applicable range, and
“tii) ends with the 3d week qfter the 1st

week in which the rate of iasured anemploy-

ment for fhe periad consisting af such week

the immediately
notmmm range.
'78) For purposes of subparagraph [4), the
applicadle range 13 a3 Jallows:

"I dhe case ' B The appcidk range {s:
&-percent pertod.. .. ' A rote exyaal o orexceed-
ing 6 percent.
Ssperoowt pevied............. A vals squal do or exceed-
$ yurornt, dnt lese
than 6 percent.
4-peroent paviod.. 4 mute-ogual &8 er sxosed-
ing 4 pewoent, but less
. N 5 peroent
Low-employment.............. A rate less than 4 per-

“4C) No 6-percent period, 5-percent period,
or 4-percenl-period, as the case may be, shall
last for a pericd of luse thun £ weeks unless
the State entevs u peried with chiaherpcr-

cenduge -destpnuléon.

‘D) For purposes of this subsection—

“4i) The rate of insured unemployment for
any period shall de determined in the same
manner as determined for purposes of sec-
tion 203 of fhve Federal-State Extended Un-
employment Omemcﬁon Actof 197g

méned in the same manner as delermined
Jor purposes of section 202(0/V1)(C) of such
Act.”.

(b)1) Section 6O2f)(2) of such Act is
amended dy inverting before the period at
the end thereof the followiny: * except that
in the case of any individual who received
such compensation for the week preceding
the last week deginning after such date, such
compensation shail de payable to such indi-
vidual for weeks beyinning after 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 de payabdle for such weeks”.

(2) Section 6.5(2) of such Act is amended
by inserting before the semicolon the follow-
ing: “lexcept as otherwise provided in sec-
tion 6O2(fH2Y™.

fc) Paragraph (3) of section 802(d) of the
Federal Supplemental Commpensation Act
of 1982 is amended to read as follows:

“13) the maximum amount of Federal sup-

plemental compenzation to any in-
dtvidwt)br whom an uccount {3 established
under subsection fe) shall not exceed the

preceding 12 weeks .
applicadie
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lesser of {A) the wmownt estudlished 8 suoh

account Jor individudl, or I1BY in the
cave of un individual Ming @ cluim wnder
the Fed-
eval the

Mmmmm

sweh oy
to the appltcable limit under su

bparagraph
(A1) wr {DINL) of subsection (e)2) applica-
e in the Stule ¥n which the individwal 1s

Sgc 562 (o) The amendmenis made dy
this part shall apply to weeks beginning
after March 31, 1983

(b) In the case of any eligible individual—

(1) to whom any Pedeeal supplemental
compensution a3 payubis for any week be-
ginning befove April 1, 1988, and

{(2). who exhausiod his righis to such com-
pensalion by masen of the payment of all
the amount in Ais Fedoral Supplemental
compensation account) defore the first week
beginning after March 31, 1983,
such individual’s aligidility for additional
w®ks of compensation by reason af the
amdmntsmakbymlnrt:haunotbe

event, ormwmmmwmtaf
law refutiny to Aigtdittly Yor unemployment
compensution, after the date of

ocouTTing
such exhaustton of mbcfonnruz
1983 fund the after such exhaustion
and before April 1, 1983, shull not be counted
Jor purposes qfdetenn‘lﬂngmmtion
of the two pears following the end of his
beneftt year for purposes af section 802rd) of
aflw Supptementul Compensation Act

fc) The Secretary of Labor shall, at the ear-
liest practicable date after the date of the en-
actment of this Act, propose {0 each State

under section 802 b&f the Supplemen-
tal Compensution Act a modifica-
tion uf such apreement to provide
for the puyment Qf F supplemental
compensation under accordance

withtheamendmenummwmm

Labor shall ferminate such agreement effec-
tive with the end qf the last week which ends
on or before such 3-week perfod.

SRAINING

SEC. 504. Section 602 of ithe Federal Sup-
plemental Compensalion Act of 1982 1is
amended by adding at the end thereof the
Jollowing new subsection:

“t9) The payment of Federal supplemental
compensation shall not be denied to any re-
cipient (who wdmits documentation pre-
scribed by the Secretury) for any week be-.
cause the recipient is in training or atiend-
ing an accrediled edudational institution
on a substantially full-time basis, or because
of the application af State law to any such
recipient relating to the availadbilily Sfor
work, the active search for work, or the re-
Susal to accepl work on account af such
training or attemdance unless the Stute
agency determines that such training or at-
tendgnce will mmwmnma
Jor emplayment of the recipient.”.

COORDINATION WITH TRADE READJUSTMENT

PROORAN

8xc. 505. Subdection (e} of section 602 of
the Federal Supplemental Compensation Act
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of 1982 is amended by adding at the end
thereaf the following new paragraph:

“(5)(A) Ezxcept as provided in subpara-
graph (B), the maximum amount of Federal
supplemental compensation payable to an
individual shall not de reduced by reason of
any trade readjustment allowances to which
the individual was entitled under the Trade
Act of 1974.

“(B) If an individual received any trade
readjustment allowance under the Trade Act
of 1974 in respect of any benefit year, the
mazimum 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 ag-
gregate amount of—

“(i) regular compensation,

“(ii) 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 individ-
ual not been entitled to any trade readjust-
ment allowance.”

PART B—PROVISIONS RELATING TO INTEREST
AND CREDIT REDUCTIONS

DEFERRAL OF INTEREST

SEc. §11. (a) Section 1202(b) of the Social
Security Act is amended by adding at the
end thereof the following new paragraphs:

“48)(A) With respect to interest due under
this section on September 30 of 1983, 1984,
or 1985 (other than interest previously de-
Jerred under paragraph (3)(C)), 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 inter-
est.

“(B) To meet the criteria of this subpara-
graph a State must—

“(1) have taken no action since October 1,
1982, which would reduce its net unemploy-
ment tax effort or the net solvency of its un-
employment system (as determined for pur-
poses of section 3302(f) of the Internal Reve-
nue Code of 1954); and

“(iiN(1) have taken an action (as certified
by the Secretary of Labor) after March 31,
1982, which would have increased revenue
liabilities and decreased benefits under the
State’s unemployment compensation system
(hereinafter referred to as a ‘solvency effort’)
by a combined total of the applicable per-
centage (as compared to such revenues and
benefits as would have been in effect with-
out such State action) for the calendar year
Jor which the deferral is requested; or

“CII) have had, for tarable year 1982, an
average unemployment 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 years.

. In the case of the first year for which there
i8 a deferral (over a 4-year period) of the in-
terest otherwise payable for such year, the
applicable percentage shall be 25 percent. In
the case of the second such year, the applica-
ble percentage shall be 35 percent. In the
case of the second such year, the applicable
percentage shall be 50 percent.

“{CHi) The base year is the first year for
which deferral under this provision is re-
quested and subsequently granted. The Sec-
retary of Labor shall estimate the unemploy-
ment rate for the base year. To determine
whether a State meets the requirements of
subparagraph (B)(iiMI), the Secretary of
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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 (B)(ii)(I) are lower or
greater, as the case may be, than such bene-
Jits and taxes would have been without the
application of such action. In making this
determination, the Secretary shall deem the
application of the action referred to in sub-
paragraph (B)(ii)I) to have been effective
Jor 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 approved under clause (ii)(I) of
subparagraph (B) a State must continue to
maintain its solvency effort. Failure to do so
shall result in the State being required to
make immediate payment of all deferred in-
terest, -

“(ii) Increases in the tarable wage base
Jrom $6,000 to $7,000 or increases after 1984

in the maximum tax rate to 5.4 percent shall ,

not be counted for purposes of meeting the
requirement of subparagraph (B).

“UD) 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, 50 percent required under subpara-
graph (B), the interest 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 inter-
est is otherwise due, the State had an aver-
age total unemployment rate of 13.5 percent
or greater.”

(b) Section 1202(bX7) of such Act is
amended by striking out “, and before Janu-
ary 1, 1988”,

(c) Section 1202(b)(3)(C)(i) of the Social
Security Act is amended by siriking the
matter that follows clause (II) and inserting
“No interest shall accrue on deferred inter-
est‘ »

CAP ON CREDIT REDUCTION

SEec. 512. (a)(1) Section 3302(f) of the In-
ternal Revenue Code of 1954 is amended by
adding at the end thereof the following new
paragraph.

‘“(8) PARTIAL LIMITATION,—

“C(A) In the case of a State which would
meet the requirements of this subsection for
a taxable year prior to 1987 but for its fail-
ure to meet one of the requirements con-
tained in subparagraph (C) or (D) of para-
graph (2), the reduction under subsection
(c)(2) in credits otherwise applicabdle to tax-
payers in such Stale 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.

“AB) 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 tarxable year, the reduction
under subsection (c)(2) in credits otherwise
applicadble to taxpayers in such State for
such tarable year and each subsequent year
(in a period of consecutive years for each of
which a credit reduction is in effect for tax-
payers in such State) shall be further re-
duced by an additional 0.1 percentage point.

“UC) In no case shall the application of
subparagraphs (A) and (B) reduce the credit
reduction otherwise applicable under subd-
section (c)(2) below the limitation under
paragraph (1).”

March 24, 1983

(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 1is
amended by siriking out ‘beginning before
January 1, 1988,

AVERAGE EMPLOYER CONTRIBUTION RATE

SEc. 513. fa) 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 re-
spect to such calendar year, and

“tii) for purposes of subparagraph (C) of
subsection (c)(2), the total of the remunera-
tion subject to contridutions under the State
unemployment compensation law with re-
spect 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 i3 the estimated United States aver-
age annual wage in covered employment for
the calendar year in which the determina-
tion is to be made”’.

(c) Section 3302(c)(2)(B) aof such Code is
amended by inserting after “(if any)” and
Jollowing: “, 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 denominator 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)(3})(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

SEc. 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
veriod at the end of paragraph (2) and in-
serting ‘5 or”, and adding at the end thereof
the following new paragraph.

“(3) that any interest required to be paid
on advances under title XII of this Act has
not been paid by the date on which such in-
terest is required to be paid or has been paid
directly or indirectly (by an equivalent re-
duction 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 Reve-
nue Code of 1954 (relating to certification of
State unemployment compensation laws) is
amended by redesignating paragraph (17) as
paragraph (18) and by inserting after para-
graph (16) the following new paragraph:

‘“417) any interest required to be paid on
advances under title XII of the Social Secu-
rity Act shall be paid in a timely manner
and shall not be paid, directly or indirectly
(by an equivalent reduction in State unem-
ployment taxes or otherwise) by such State
Jrom amounts in such State’s unemploy-
ment 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 of 1954 is amend-
ed by adding at the end thereof the following
new clause:

“(v) with respect to services to which sec-
tion 3309(a)(1) applies, if such services are

Approved For Release 2008/10/29 : CIA-RDP85-00003R000200110005-9



. Approved For Release 2008/10/29 : CIA-RDP85-00003R000200110005-9

March 24, 1983

provided to ar on behalf of an educational
institution, compensalion may be denied
under the same tircumaslances as descrided
in clauses 15) through (iv), and”. .

(2) Clauses (4i)(1), (iii), and (iv) of such
section are each amended by striking out
‘“may be denied™ und Inserting in den there-
of "shall be dented”.

(b)(1) Except us provided in puruproph
(2), the amendments mufle. by is section

1, 1984, and after the end of the first sswsion
Stade Jegistuture whioh begins efter
the date of the snuctmew! of this Act, or
which began prior e e dule of the enuct-
ment of this Aot and vemained in sessien for
at lesel twenly-five cnlendar days ailer swch
date of ensctment. For pwposes of the pre-
ceding senience, the term ‘“session’”’ means a
regular, special, budget, or other sesséon of a
State legislatuse.
HOSPITALIZED OR ON JURY DUTY

Sec. 5§22 fa) Clawse 1¥) of pureyraph
(3)(A) of section 200l of the Federal-Béate
Extended Unsmploymewt Compensation Aot
of 1970 is amended to read as follows:

“ni) dwring wheok he fails (o actively

-9k, unless such indiwid-
usl i not eotively snomped tm seeking wonk
because such individual is, as determined in
accordance with Siate Low—

‘A1) Sefore exy court & the United Stutes
or any Stute pursnant 4o a iswfully wsned
summons to appear for jury duty $us such
term may de defined by the Secrelary of
Labov), or ;

“UI1) hospitalized for treatment of am
emergency or a Hfe-threciening condition
fas such term may be defined by such Secre-
taryl,
if such evemptions in olanses (1) and (II)
benefits, and

shall become @fective on $he dule of &he en-
actment of this Act. ‘
VOLUNTARY WEALTH IRSURANCE PROGRANS
PERWITTED

Rzvzwos Oocoe or 1954 —Paragprapk (8} af

section 3304 af She Inievnal Revenzue

Code of 1958 {velaling lo requirements for
unemployment

deduction wvasde snd swch deduction was
muade wnder a proprem approved by the Sec-
retary of Lador™, .

SocaL SscuRTry ACT.—

Security Aot iy cmendef by striking s
and” u? the end thereof und inserting in lizn
thereof ‘¢ Provided further, That nofh'tng in
this paregroph shal be construed Yo prehid-
it deductiny an amount From unemployment
compensation ofierwise payabdle to un indi-
vidual and using the amount so deducted to
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pay for Realth insuranve ¥ Ihe individual
elected to huve 3uch de@uction. made and
such deduction was matte gnder u propram
approved by the Secretary of Labor; and’.
) Esxcovz Dare.—~The omendments
made by Dhis sectien all take effect on the
date qof the enaclment of This Act
TREATENENT ©OF CERSAN GREMNNATIONS RETIRG-
SCTYOSLY DESERNENED TO. 8E SESCRIDE® IN
ZECTION WNC)S OF TIE SNTEENAL REVENVE
OUDE OF 1938

Sxc. 524, If— "
11) an orpunizetion 4id nat make an elec-
tion o make poymenh mmwmuw:-,

was
Code, and :

{3) such organization made such an elec-
tion before the eariierof—

fA) the dale 18 months after such election
was first available to 1t under the State Taw,

or )
{B) January 1, 1984,

then section 3303(f) of such Code shall be-ap-

plied with regpect 40 suck onganization as

it did.nel contain the rmguirement thai $he
election .be mede before dpeil 4, 1972, and by,
substitmitng ‘January 4, 1882 for ‘Jamuary

1, 1969".

TITLE WI—-PROBPECTIVE PAYMENTS
FOR MEDICARE INPATIENT HOSMTAL
SERVICES :

MEDICARE PAYMENTS FOR JNPATIENT HOSPITAL

SERVICES ON.SHE BASIZ OF FROSPECITVE RATES

SEC. 601. (a)(1) Subsection (a)(1) of section
1886 of she Socinl Security Act is amended
by adding .ot the end the fellowing new sub-
paragraph:

“ID) Subpevegyaph (A sheil not apply to
ocost reporting pertods depinnimy on or after
October 1, 1988.™ ’

r2) - Subssction Yai)(#) of such section is
amended by adding at the end the following
new sentencve: “Such term does not include
costs of approved sducational activities, or,
with respect é» cosis imenrred in cost report-
ing periods beginning prior fo October 1,
1986, capital related costs, as defined by the
Secreiary.”. ’

134 1t is dhe ntent of Cungress that, in con-
dmpicsneniation

were obligated before such date.
(b) Section J896/ of swok Act is emend-

in lieu thereaf “Notwithstanding section
1814100 Sukt suibject S0 She provisions of sec-
thon. ™y :

12/ by énserting “Yolher Shon & subseclion
(d) houpttl, ws dfined Wn subssdtion
(ANIMBIT™ n the molier bafore swbpuvra-
mpu h (A9 of pavagresh (1) «fer “of « hospi-
tal”: ;

13) by tnserting, tn The mebier tn_ pava-

(4) by repealing paragraph (2);

H 1749

5) by tnserting “and subseciton (d) and
except as provided in subsection (e)” in
pareyraph (33BY after “yubparagraph (4)’;

(6) by inserting “or fiscal year” after “cost

reporting ‘pertod™ each place it appears in
paragrugh 13/1B); :
D by insertiny the Ydeginning of

the ground that the ute's rale of increase

in such payments for such gervices must dbe
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less than such national averaoe rate of in-
crease.”’;

(2) Sub:ecﬂon (c)3) a/’ such section is
mended——

a

(4) by striking out “requirement of para-
graph (1)(A)” and inserting in lieu thereof
“requirements of subparagraphs (4), (D),
and (E) of paragraph (1) and, if applicadle,
the requirements of paragraph (5),”, and

(B) by inserting “for, if applicadble, 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:

“44) The Secretary shall approve the re-
quest of a State under paragraph (1) with re-
spect to a hospital reimbursement control
system if—

“{A) the requirements of subparagraphs
(4), (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 requirements 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 Act
Amendments of 1983, pursuant lo section
402(a) of the Soctal Security Amendments of
1967 or section 222(a) aof the Social Security
Amendments of 1972.

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
payment or payments per inpatient admis-
sion or discharge during the three cost re-
porting periods beginning on or after Octo-
ber 1, 1983, after which such test, at the
option of the Secrefary, shall no longer
apply, and such State systems shall be treat-
ed in the same manner as under other waiv-
ers. .

“(5) The Secretary shall approve the re-
quest of a State under paragraph (1) with re-
s8pect to a hospital reimbursement control
system if—

© “fA) 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,

“il) provides for payment of hospitals
covered under the system under a method-
ology (which sets forth exceptions and ad-
Justments, as well as any method for
changes in the 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

“(ii1) 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
Secretary may require in order to properly
monitor assurances provided under this sub-
section;

“(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 -
“t1) a significant reduction in the propor-
tion 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 propor-
tion of individuals admitted to hospitals for
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inpatient hospital services for which pay-
ment is (or is likely to be) less than the an-
ticipated charges for or costs of such serv-

ices,

“(ii1) the refusal to admit patients who
would be expected to require unusually
costly or prolonged lreatment for reasons
other than those related to the appropriat-
ness of the care available at the hospital, or

“(tiv) the refusal to provide emergency
services to any person who 48 in need of
emergency services {f the hospital provides
such services;

“(D) any change by the State in the system
which has the effect of materially reducing
payments fo 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 de-
velopment of the system the State has con-
sulted with local governmental officials con-
cerning the impact of the system on public
hospitals.
The Secretary shall response to requests of
States under this paragraph 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 ioith respect to any 36-
month period, the Secretary may reduce pay-
ments under this title to hospitals under the
system in an amount equal to the amount
by which the payments under this title
under such system for such period exceeded
the amount of payments which would other-
wise have 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
F;s;cal Responsibility Act of 1982, is amend-
e

(1) by striking out “section 1814(b)” in
paragraph (2)(A) and inserting in lieu there-
of “subsection (b)”, and

(2) by redesignating the subsection as sub-
section (j) and transferring 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”,

fe) Such section 1886 is further amended
by adding at the end the following new sub-
sections:

“Cd)(1)(A) Notwithstanding section
1814(b) but subject to the provisions of sec-
tion 1813, the amount of the payment with
respect to the operating costs of inpatient
hospital services (as defined in subsection
(a)(4)) of a subsection (d) hospital (as de-
fined in subparagraph (B)) for inpatient
hospital discharges in a cost reporting
period or in a fiscal year—

“li) beginning on or after October 1, 1983,
and before October 1, 1984, is equal to the
sum of—

“tI) the target percentage (as defined in
subparagraph (C)) of the hospital’s target
amount for the cost reporting period (as de-
Jined in subdsection (b)(3)(A), 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 de-
fined in subsection (b)(3)(A), but determined
without the application of subsection (a)),
and

.
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“(II) the DRG percentage (as defined in
subparagraph (CJ)) of the applicable com-
bined adjusted DRG prospective payment
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 ‘sub-
section (d) hospital’ means a hospital locat-
ed in one of the fifty States or the District of
Columbia other than—

“(i) a psychiatric hospital (as defined in
section 1861(f)),

“(11) a rehabilitation hospital fas defined
by the Secretary),

“(iii) a hospital whose inpatients are pre-
dominantly individuals under 18 years of
age, or

“(iv) a hospital which has an average in-
patient 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 dis-
charges occurring—

“(t) on or after October 1, 1983 and before
October 1, 1984, the ‘target percentage’ is 75
percent and the ‘DRG percentage 18 25 per-
cent;

“ti4) on or after October 1, 1984, and
before October 1, 1985, the ‘target percent-
age’ is 50 percent and the ‘DRG percentage’
i3 50 percent’ and

“(iti) on or after October 1, 1985, and
before October 1, 1986, the ‘target percent-
age’ is 25 percent and the ‘DRG percentage’
18 75 percent.

‘“‘D) For purposes of subparagraph
(A)(i)(I1), the ‘applicable combined adjusi-
ed DRG prospective payment rate’ for cost
reporting periods beginning, or discharges
occurring—

“(i) on or after October 1, 1984, and before
October 1, 1985, is a combined rate consist-
ing of 25 percent of the national adjusted
DRG prospective payment rate, and 75 per-
cent of the regional adjusted DRG prospec-
tive payment rate, determined under para-
graph (3) for such discharges; and

“(ii) on or after October 1, 1985 and
before October 1 1986, is a combined rate
consisting of 50 percent of the national ad-
justed 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 na-
tional adjusted DRG prospective payment
rate, for each inpatient hospital discharge
in fiscal year 1984 involving inpatient hos-
pital services of a subsection (d) hospital in
the United States, and shall determine a re-
gional adjusted DRG prospective payment
rate for such discharges in each region, for
which payment may be made under part A
of thig title. Each such rate shall be deter-
mined for hospitals located in urban or
rural areas within the United States within
each such region, respectively, as follows:

“4A) DETERMINING ALLOWABLE INDIVIDUAL
HOSPITAL COSTS FOR BASE PERIOD.—The Secre-
tary 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 deter-
mined under subparagraph (A) for fiscal
year 1984 by—
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“(4) updating for fiscal year 1983 by the es-
timated average rate of change of hospital
costs industry-wide detween the cost report-
ing period used under such subparagraph
and fiscal year 1983 and the most recent
case-mir data availadle, and
* “(ii) projecting for fiscal year 1984 by the
applicable percentiage increase (as defined
in subsection 0)(3)(B)) for fiscal year 1984.

“(C) STANDARDIZING AMOUNTS.—Thé Secre-
tary shall standardize the amount updated
under subparagraph (B) for each hospital

by—

“ti) excluding an estimate of indirect
medical education costs,

“(i4) adjusting for variations among hos-
pitals by area and region in the average hos-
pital wape level, and

“ti11) adfusting for variations in case mix
among hospitals. .

‘YD) COMPUTING URBAN AND RURAL AVER-
AGES.—The Secretary shall compute an aver-
age of the standaridizsed amounts deter-
mined under subparagraph (C) for the
United States and for each region—

“(1) for all subsection ldlho:pitablooa
in an urban area within the United States
or that region, respectively, and.

*“(§4) for all subsection (d) hospitals locat-

ed in a rural area within the United Stales
or that region, respectively.
For purposes of this subsection, the term
‘region’ means one-af the nine census divi-
sions, comprising the Afty States and the
District of Columbia, estadlished by the
Bureau of the Census for statistical and re-
porting purposes; the term ‘urban area’
means an area, within o Standard Metro-
politan Statistical Area (as defined by the
Office of Management and Budgel) or
within such similar area as the Secretary
has recognized wnder subsection (a) by regu-
lation; and the term ‘rural area’ means any
area outside such an area or similar area.

““B) m FOR VALUR OF OUTLIER PAY-

spective payment rates which are additional
payments described in pammph (5)(A) (re-
payments).

Secretary shall adjust each of such average
standardized amounts as may bde 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 EACHN REGION.—For each dis-
classified within a diagnosis-related
group, the Secretary shall establish a nation-
al DRG prospective payment rate and shall
establish a regional DRG prospective pay-
ment rate for each region, each of which is

equal—

“(1) for hospitals located in an urban area
in the United States or in that region respec-
tively, to the product of—

‘“(I) the average standardized amount
(computed under subparagraph (D), reduced
under subparagraph (E), and adjusted under
subparagraph (F)) for hospitals located in
an urbm:l:m in the United States or that

a

“(Il) the weighting factor (determined

under paragraph (4)(B)) for that diagnosis-

related and

“(41) for hospitals located in a rural area
in the United States or that region respec-
tively, to the product of—

“1) the average standardized amount

"(computed under subparagraph (D), reduced

under subparagraph (E), and adfusted under
subparagraph (F)) for hospitals located in a
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rural area in the United States or that

region, and - .
“(1I) the weighting factor (determined
underwmmm’h (4M(B)) for that diugnosis-

in a Macal year after fiscal year 1984 involy-
ing inpatient hospital services of a subsec-
tion (d) hospital in the United States, and
shall determine a raywucl adfusted DRG

tocatedinarufulcmmmﬂum
United States and for hospitals located

anurbauammmmmudnc
risral area within each region, equal to the

recent case-mizx data available,

pective payment amounts which are addi-
tional payments described in paragraph (5)
(A) (relating to outlier payments).

“¢C) MAINTAINING BUDGET NEUTRALITY.—The
Secretary shall adfust each of such average
standardized amoxnts as may be required
under subsection (e)(1)(B) Jor that fiscal

year.

‘(D) COnwm DRG-SPECIFIC. RATES FOR
URBAN AND RURAL HOSPITALS.—For each dis-
charge classified within a diagnosis-related
group, the Secretary shall estadblish for the
Jfiscal year a national DRG prospective pay-
ment rate and shall establish a regional
DRG prospective payment rate, for each
retrion, each of which {s équal—

“(1) for hospitals located in an urban area
in the United States or that region respec-
tively, to the product of—

“(I) the average standardized amount
(compued under subparagraph (A), reduced

subparagraph (B), and adjusted

udercubparwmph (C)) for the fiscal year

Jor hospitals located in an urban area in the
United States or that region, and

“(I1) the weiphting faltor (determined
under paragraph (4)(B)) for that diaanom-
related group; and

“(14) for hospitals located in & rural area
in the United States or that region (respec-
tively), to the product of—
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“(I) the average standardized amount
(computed under subparagraph (A); reduced
under subparagraph (B), and adjusted
under subparagraph (C)) for the Rscal year
Jor hospitals located in 8 rural area in the
United States or that region, and

“I1) the ng (determined
under paragraph (4)(B)) for that diagnosis-
related group.

‘“(E) ADJUSTING FOR DIFFERENT AREA WAGE
LEVELS.—The Secretary shall adjust the pro-
portion (as estimated by the Secretary from
time to time) of hospitals’ costs which are
atiridbutadle to wdpes and wage-related
costs, of the DRG prospective payment rates
computed under subpuragraph (D) for area -
differences in Aospilal wage levels by a
Jactor (established by the Secretary) reflect-

the

‘“Y4)(A) The s.enuw
classification im“cut hospital dis-
charpes by groups and a
methodology for classifying specific Aospital
discharpes within these

‘YB) For each such diagnosis-related
group the Secretary shaill assion an appro-
priate weighting factor which reflects the
relative hospital resouroes used with respect
to discharges classified within that group
compared to dm classified within
other groups.

‘“C) mmmmtmamw

Jactors es

cations and weighting

under subparagraphs (4) and lBl. Jor dis-
ohcmu(nﬂwﬂ”lmmuMmﬂ
Jour . fiscal ‘theteifter, to. reflect
changes in »numm technology,
and other factors which may change the rel-
ative use aof hospital resosurces.

‘(D) The Commisston (established under
subsection (e)(2)) shall oauuu with and
make recommendations the Secretary
with respect to the need M sdfustments
under subparagraph (C), based wupon itls
evaluation of scieniific evidence

Sfized number of standa:
“(ii) For cases which are not included in

§
.%
g
g
%
é
3

manner as the adjustment for such costs
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under regulations (in effect as of January 1,
1983) under subsection (a)(2), except that in
the computation unrder this subparagraph
the Secretary shall use an educational ad-
Justment factor equal to twice the factor
provided under such regulations.

‘“(CHi) The Secretary shall provide for
such exceptions and adjustments to the pay-
ment amounts established under this subsec-
tion as the Secretary deems appropriate to
take into account the special needs of re-
gional and national referral centers (includ-
ing those hospitals of 500 or more beds locat-
ed in rural areas), and aof public or other
hospitals that serve a significantly dispro-
portionate 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) hos-
pital which is a. ‘sole community hospital’,
payment under paragraph (1)(A) for any
cost reporting period or fiscal year begin-
ning on or after Octoder 1, 1984, shall be de-
termined wunder the formula provided in
clause (i) of that paragraph (except that any
reference to paragreph (2) shall be deemed,
Jor this purpose, a reference to paragraph
(3)). In the case of a sole community hospi-
tal that erperiences, in a cost reporting
period (beginning on or after Octoder 1,
1983, and before Octobder 1, 1986) compared
to the previous cost reporting period, a de-
crease of more than 5 percent in its total
number of inpatient cases due to circum-
stances beyond its comtrol, the Secretary
shall provide for such adjustment to the pay-
ment amounts under this subsection as may
be necessary to fully compensate the hospi-
tal for the fized costs it incurs in the period
in providing inpatient hospital services, in-
cluding the reasonable cost of maintaining
necessary core staff and services. For pur-
poses of this subparagraph, the term ‘sole
community hospital’ meens a hospital that,
by reason aof factors such as isolated loce-
tion, weather conditions, travel conditions,
or absence of other hospitals (as determined
by the Secretary), is the sole source of inpa-
tient hospital services reasonably available
to individuals in ¢ geographicel area who
are entitled to benefits under part A.

“(1#4) The Secretary shall provide by regu-
lation for such other exceptions and adfust-
ments to such payment amounts under this
subsection as the Secretary deems appropri-
ate (including exceptions end edjiwstments
that may be eppropriate with respect to Aos-
pitals involved extensively in treatment for
and research on cancer).

“(tiv) The Secretary may provide for such
adfustments to the payment amounts under
this subsection as the Secretary deems ap-
propriate to take into account the unique
circumstances of hospitals located in Alaska
and Hawaii.

“U{D)(i) The Secretary shall estimate the
amount of reimbursement made for services
described in section 1862(a)(14) 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.

“(1i) The Secretary shall provide for an ad-
‘ justment to the payment for subsection (d)
hospitals in each fiscal year so as appropri-
ately to reflect the net amount described in
clause (i).

“6) The Secretary shall provide for publi-
cation in the Federal Register, on or before
the September 1 before each fiscal year (be-
ginning with fiscal year 1984), of a descrip-
tion of the methodology and data used in
computing the adjusted DRG prospective
payment rates under this subsection, includ-
ing any adjustments required under subsec-
tion (e)(1)(B).
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“(7) There shall be no administrative or
Judicial review under section 1878 or other-
wise of—

“(A) the determination of the requirement,
or the proportional amount, of any adjust-
ment effected pursuant to subsection (e)(1),

and

“(B) the establishment of diagnosis-related
groups, of the methodology for the classifica-
tion of discharges within such groups, and
of the appropriate weighting factors thereof
under paragraph (4).

“le)(1)(A) For cost reporting periods of
hospitals beginning in fiscal year 1984 or
Jiscal year 1985, the Secretary shall provide
Jor such proportional adjustment in the ap-
plicable percentage increase (otherwise ap-
plicable to the periods under subsection
(b)(3)(B)) as may be necessary io assure

that—

“(i) the aggregate payment amounts other-
wise provided under subsection
(d)(1)(A)iN]) for that fiscal year for operat-
ing costs of inpatient hospital services af
hospitals (excluding payments made under
section 1866(a)1)(F)),
are not grealer or less than—

“(ii) the target percentage (as defined in
subsection (d)MINC)) aof 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 Act 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 purposes of making compuia-
tions under subsection (d)(2)(BJ)(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)(3)(C) for such equal proportional
adjustment in each aof the average standard-
ized amounts otherwise computed for that
{ih:cal year as may be mecesiary to assure

at—

“(i) the aggregate payment amounts other-
wise provided under subsection
(A)INANIIL) and (d)N5) for that fiscal year
Jor operating costs aof inpatient hospital
Services of hospitals (excluding payments
made under section 1866(a)(1)(F)),
are not greater or less than—

“tii) the DRG percentage (as defined in
subsection (d)(1)(C)) of the payment
amounts whichk 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 Act Amendment
of 1983 (excluding payments made under
section 1866(a)(1)(F)).

“2) The Director of the Congressional
Office of Technology Assessment (hereafter
in this subsection referred to as the ‘Direc-
tor’ and the ‘Office’, respectively) shall pro-
vide for appointment of a Prospective Pay-
ment Assessment Commission (hereafter in
this subsection referred to as the ‘Commis-
sion’), to be composed of independent ex-
perts selected by the Director. In addition to
carrying out its functions under subsection
(d)(4)(D), the Commission shall review the
applicable percentage increase factor de-
scribed in subsection (b)(3)(B) and make

recommendations to the Secretary on the ap-

propriale percentage change which should
be effected for hospital inpatient discharges
under subsections-(b) and (d) for fiscal years
beginning with fiscal pear 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, technologi-
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cal and scientific advances, the quality of
health care provided in hospitals (including
the quality and skill level of prafessional
nursing required to maintain quality care),
and long-term cost-effectiveness in the pro-
vision of inpatient hospital services.

“43) The Commission, not later than the
April 1 before the beginning of each fiscal
vear (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
percentage increase described in subsection
(b)(3)(B)) for inpatient hospital services for
discharges in that fiscal year.

“t4) Taking inlo consideration the recom-
mendations of the Commission, the Secre-
tary shall determine for each fiscal year (be-
ginning with fiscal year 1986) the percent-
age change which will apply for purposes of
this section as the applicable percentage in-
crease (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 de-
livery of medically appropriate and neces-
sary care of high quality.

“(5) The Secretary shall cause to have pub-
lished for public comment in the Federal
Register, not later than—

“{A) the June 1 before each fiscal year (be-
ginning with fiscal year 1986), the Secre-
tary’s proposed determination under para-
graph (4) for that fiscal year, and

‘“AB) the September 1 before such fiscal
vear after such consideration of public com-
ment on the proposal as is feasible in the
time available, the Secretary’s final determi-
nation under such paragraph for that year.

The Secretary shall include in the publica-
tion referred to in subparagraph (A) for a
fiscal year the report of the Commission’s
recommendations submitted wunder para-
graph (3) for that fiscal pear.

“(6){A) The Commission shall consist of 15
individuals. Members of the Commission
shall first be appainted 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 fon a con-
tinuing basis) the terms aof mo more than
seven expire in any one year.

“(B) The membership aof the Commission
shall provide expertise and experience in the
provision and financing of healtR care, in-
cluding dut not limited to pAysicians and
registered prafessional nurses, employers,
third party payors, individuals skilled in the
conduct and interpretation of biomedical,
health services, and health economics re-
search, and individuals Aaving expertise in
the research and development of technologi-
cal and scientific advances in health care.
The Director shall seek nominations from a
wide range of groups, including but not lim-
ited to—

“(i) national organizations representing
physicians, including medical specialty or-
ganizations and registered professional
nurses and other skilled health profession-
als;

“(ii) national organizations representing
hospitals, including teaching hospitals;

“(iii) national organizations representing
manwfacturers of health care products; and

“(iv) national organizations representing
the business community, health benafzt pro-
grams, labor, and the elderly.

“(C) Subject to such review as the Office
deems necessary to assure the efficient ad-
ministration of the Commission, the Com-
mission may—

“(i) employ and fix the compensation of
such personnel (not to exceed 25) as may be
necessary to carry out its duties;

“(i1) seek such assistance and support as
may be required in the performance of its
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duties from appropriate Federal depart-
ments and agencies;

“({ii) 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 subsist-
ence for persons serving without compensa-
tion; and

“(vi) prescribe such rules and regulations
as it deems necessary with respect to the in-
ternal organization and operation of the
Commission.

“(D) While serving on the business of the
Commission (including traveltime), a
member of the Commission shall be entitled
to compensation at the per diem equivalent
of the rate provided for level IV of the Ex-
ecutive Schedule under section 5315 of title
5, United States Code; and while 30 serving
away from home and his regular place of
business, a member may be allowed travel
expenses, uaul)wﬂu:tbvﬂw(l'hairmaan
the Commission.

“(E) In order to identify medically appro-
priate patterns of health resources use in ac-
cordance with paragraph (2), the Commis-
sion shall collect and assess information on
medical and surgical procedures and serv-
ices, including information on regional
variations of medical practice and lengths
of hospitalization and on olher patient-care
data, giving special attention lo treatment
paiterns for conditions which appear to in-
volve excessively costly or inappropriate
services not adding to the qualily of care
provided. In order to assess the safely, effi-

cacy, and cost-effectiveness of new and ex-

isting medical and surgical procedures, the
Commission shall, in coordination lo the
extent possible with the Secretary, collect
and assess factual information, giving spe-
cial attention to the needs of updating exist-
ing diagnosis-related groups, establishing
new diagnosis-related groups, and making
recommendations on relative weighting fac-
tors for such groups to reflect a

differences in resource consumption in deli-

vering safe, efficacious, and cost-effective

care. In collecting and assessing informa-
tion, the Commission shall—

“4) utilize existing information, both pudb-
lished and unpublished, where possible, col-
lected and assessed either by its own staff or
under other aivangements made in accord-
ance with this paragraph;

“ti{) carry oul, or award grants or con-
tracts for, original research and experimen-
tation, including clinical research, where ex-
isting information is inadequate for the de-
velopment of uogﬁd and valid guidelines by
the Commission; and

“(iii) adopt procedures allowing ¢1W inter-
ested party to submit information with re-
spect to medical and surgical procedures
and services (including new practices, such
as the use of new technologies and treaiment
modalities), which information the Commis-
sion shall consider in making reports and
recommendations to the Secretary and Con-
gress.

“(F) The Commission shall have access to
such relevant information and data as may
be available from appropriate Federal agen-
cies and shall assure that its activities, espe-
cially the conduct of original research and
medical studies, are coordinated with the
activities of Federal agencies.

“(G)(4) The Office shall report annually to
the Congress on the functioning and prog-
ress of the Commission and on the status of
the assessment of medical procedures and
services by thé Commission.

. “(ii) The Office shall have unrestricted
access to all deliberations, records, and data

-under part A with respect
nrvtcapm(ded

CONGRESSIONAL RECORD — HOUSE

Jor such funds
appropriations made with respect
Commission.

‘“CH) mc()mmmwabemwectto
periodic audit by the General Accounting
o .

ati(mshallbe

ance Trust Fu

“f)(1) The Secretary shall maintain, for a
period ending not earlier than September 30,
1988, a system for the reporting of costs of
hoapi receiving payments computed

nder subsection (d).

“(z) If the Secretary -determines, based

upon information supplied by a utilization

and gquality conirol peer review organiza-

tion under part B of tulc X1, that a hospi-
tal, in order to circumvent the payment
method estadblished under subsection (b) or
(d) of this section, has taken an action that
m‘ultc in the admission of individuals enti-
tled to benefits under part A. unnecessarily,
unnecessary mulliple admissions of the
same such individuals, or other inappropri-
ate ‘medical or other practices with respect
to such individuals, the Secretary may—
“tA) deny payment (in whole or in part)
inpatient hos-
pital t o such
an unnecessary admission (or subsequent
of the same individyal), or

admigsion,
“(B) require the hospital to take other cor-

rective action necessary {0 prevent or cor-
rect the § ;}ﬂw ctice.
paragraphs (2), (3),

“(3) The provisions
- and (4) of section 1862(d) shall a; to de-
terminations under paragraph (2/ of this

subsection in the same manner as they
apply to determinations made under section
1862(d)(1).

“tg)(1) If the Congress.doés not enact legis-

lation, after the date of the enactment of
this subsection and beforé October 1, 1986,
respecting the payment under this title for
capital-related costs for inpatient hospital
services, nopaymentmaybemadeundcr
this title for capital-related costs of capital
expenditures fas defined fn section 1122(g)
and except as provided in section 1122(3))
Jor inpatient hospital services in a Stale,
which expenditures are obligated after Sep-
tember 30, 1986, unless the State has an
agréement with the Secretary under section
1122(b) and under the qgreement the State
has recommended approval of the capital ex-
penditures.

“(2) The Secretary shall provide that the
amount which is allowable, with respect to
reasonable costs of inpatient hospital serv-
ices for which payment may be made under
this title, for a return on equity capital for
hospitals shall, for cost rewrﬁny periods be-
ginning on or after the date of the enact-

ment of this subsection, be equal to amounts -

otherwise under regulations in
effect on March 1, 1983, except that the rate
af return to be recognized shall be equal to

the average of the rales aof interest, for each
of the months any part of which is included
in the reporting period, on obligations
issued for purchase by the Federal Hospital
Insurance Trust Fund.”.

(/) Section 1862(a)(1) of the Social Secu-
rity Act is amended—

H 1753

(1) by striking out “(B) or (C)” and insert-
ing in lieu thereaf “(B), (C), or (D)”;

(2) by striking out “and” at t)wendalwb-
paragraph (B);

(3) by striking out the semicolon at the
end of subparagraph (C) and inserting in
liey thereof a comma and “and”; and

(4) by adding at the end thereof the follow-
ing new subparagraph’

“(D) in the case of clinical care items and
services provided with the concurrence of
the Secretary and with respect to research
and experimentation conducted by, or under
contract with, the Prospective Payment As-
sessment Commission or the Secreiary,
which are not reasonadle and necessary to
carry out the purposes of section
1886(e)(6):”.

(9) In determmiw whether a hocptm is in
an urban or rural area for purposes of sec-
tion 1886(d) of the Social Security Act, the
Secretary of Health and Human Services
shall classify any located in New
England as being locaied in an urban area
if such hospital was classified as deing lo-
cated in an urban grea under the Standard
Metropolitan Statistical Areg system of clas-
sification in effect in 1975,

CONFORMING ANENDMENTS

SEc. 602. (a) Section 1153(b)(2) of the
Soctal Security Act is amended by adding at
the end the following new subparagraph:

‘“C) The twelve-month referred to
in subparagraph (A) de deemed to
begin not later than Oc 1988.”.

fb) Seclions 181479) and wasm af the
Social Security Act are esch amended by in-
serting “(or would bcif section 1886 did not
apply)” after mman 13€(0)11)(D)".

(c) Section 1814(R)(2) of . uch Act s
amended - by striking oul “the reasonable
costs for such servicea” and inserting in lieu
thereaf “the amount that would be payable
Jor such services under subsection b) and
section 1886".

(d)1) me mucr, in section
18681(0)(1)(GI4) of such Act following sub-
clause (II1) is amended by striking out “on
the basis af the reasonable cost of” and in-
serting in lieu thereof “the amount other-
wise payable under part A with respect to”,

(2) Section 1861(v)2)MA) of such Act is
amended by striking out “am amount equal
to the reasonable cost of” and inserting in
liex thereaf ‘“‘the amount that would be
taken into account with respect o”.

(3) Section 1861(v)(2MB) of such Act is
amended by striking out “the equivalent of
the reasonable cost of”".

(4) Section 1881(v)(3) of such Act is
amended by striking out ‘“the reasonable
cost of such bed and board furmished in
semiprivate accommodations (determined
pursuant to paragraph (1)) and inserting
in lieu thereof “the amount otherwise pay-
able under this title for such ded amd doard
SJurnished in semiprivate accommodations.”.

dl_e_) Section 1862(a) of such Act is amend-
el

(1) by striking out “or” at the end of para-
graph (12),

(2) by striking out the period at the end of
par:’omzhd (13) and inserting in lieu ﬂumqf
(7 o 2 a

(3) by adding at the end the following new
paragraph.

“(14) which are other than physicians’
services (as defined in regulations specifi-
cally for purposes of) and which are fur
nished to an individual who is an inpatient
of a hospital by an entity gther than the hos-
pital, unless the urnfou are furnished under

arrangements -defined in . section
18::{10)(1)) with thn entily made by the hos-
pital”.
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(f)(1) Section 1866/a)(1) of such Act is
amended—

(A) by striking out “and” at the end of
subparagraph (D),

(B) by striking out the period at the end of
subperagraph (E), and
* (C) by adding at the end the following new
subparagraphs:

“(F) in the case of hospitals which provide
inpatient hospital services for which pay-
ment may be made under subsection (c) or
(d) of section 1886, to maintain an agree-
ment with a utilization and quality control
Deer review organization (if there is such an
organization which has a contrect with the
Secretary under part B aof title XI for the
area in which the hospital is located) under
which the organization will perform func-
tions under that part with respect to the
review of the validity of diagnostic informa-
tion provided by such hospital, the com-
pleteness, adequacy, and quality of care pro-
vided, the apprupriateness of admissions
and discharges, and the appropriateness of
care provided for which additional pay-
ments are sought under section 1886(d)(5),
with respect to inpatient hospital services
Jor 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 in-
curred by such hospital in providing inpa-
tient services under part A, and (i) shall be
paid directly by the Secretary to such orga-
nization on behalf of such hospital in ac-
cordance with a rate per review established
by the Secretary, (ii) shall de transferred
Jrom the Trust Fund, without regard to
amounts appropriated in advance in appro-
priation Acts, in the same manner as trans-
Jers are made for payment for services pro-
vided directly to deneficiaries, (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 fiv) shall
not be less in the aggregate for a fiscal year
than the aggregate amount expended in

fiscal year 1982 for direct and administra- - ers.

tive costs (adjusted for inflation);

“IQ) in the case of hospitals which provide
inpatient hospital services for which pay-
ment may be made under subsection (b) or
(d) of section 1886, not to charge any indi-
vidual or any other persom for inpatient
hospital services for which such individual
would de entitled to have payment made
under part A but for a dental or reduction of
payments under section 1886(f), and

“(H) in the case of hospitals whick provide
inpatient hospital services for which pay-
ment may be made under this title, to have
all items and services (other than physi-
cians’ services as defined in regulations for
purposes of section 1862(a)(14)) (i) that are
Jurnished to an individual who is an inpa-
tient of the hospital, and (if) 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(w)(1)) made by the hospi-
m’l

(2) The matter in section 1866(a)(2)(B)(ii)
of such Act preceding subclause (I) 4is
amended by inserting “and except with re-
spect to inpatient hospital costs with respect
to which amounts are payable under section
1886(d)” after “(except with respect to emer-
gency services)”, .

(g) Section 1876(9) 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—

‘“4A) will reimburse hospitals either for
payment amounts determined in accordance
with section 1886, or for the reasonable cost
(as determined under section 1861(v)) or as
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applicable, of inpatient hospital services
Jurnished to individuals enrolled with such
organization pursuant to subsection (d),

an

“(B) will deduct the amount of such reim-
bursement for payment which would other-
wise be made to such organization.”,

(h)(1) Section 1878(a) of such Act 1is
amended—

(A) by inserting “and (except as provided
in subsection (9)(2)) any hospital which re-
ceives payments in amounts computed
under section 1886(d) and which has sub-
mitted such reports within such time as the
Secretary may require in order to make pay-
ment under such section may odtain a hear-
ing with respect to such payment by the
Board” after “subsection fh)” in the matter
before paragraph (1),

(B) by inserting “(i)” after “(A)” in para-
graph (1)(A4),

(C) by inserting “or” at the end of para-
graph (1)(4) and by adding after such para-
graph the following new clause:

““(i1) is dissatisfied with a final determina-
tion af the Secretary as to the amount of the
payment under section 1886(d),”, and

(D) by striking out “(1)(A)” in paragraph
(3) and inserting in liew thereaf “(1)(ANi),
or with respect to appeals under paragraph
(1)(A)rii), 180 days after notice aof the Secre-
tary’s final determination,”. :

(2)(A) The 1last sentence of section
1878(f)(1) of the Soctal Security Act is
amended by inserting “for, tn an action
brought jointly by several providers, the ju-
dicial district in which the greatest number
of such providers are located) after “the ju-
dicial district in which the provider is locat-
ed)l

(B) Section 1878(f)(1) af such Act 18 fur-
ther amended by adding at the end thereaf
the following new sentence: “Any appeal to
the Board or action for fudicial review by
providers which are under common owner-
ship or control must be drought dy such pro-
viders as a group with respect to any matter
involving an issue common to such provid-

(3) Section 1878(g) of such Act is amended
by inserting “(1)” after “19)” and by adding
at the end of the following new paragraph:

‘“(2) The determinations and other deci-
sions described in section 1886(d)(7) shall
not be reviewed by the Board or by any
court pursuant to an action drought under
subsection (f) or otherwise.”,

(4) The third sentence of section 1878(h) of
such Act is amended by striking out “cost re-
imbursement” and inserting in lieu thereof
“payment of providers aof services”.

i) The first sentence of section
1881(b)(2)(A) of such Act is amended by in-
serting “or section 1886 (if applicable)”
after “section 1861(v)”,

(j) Section 1887(a)(1)(B) af such Act is
amended by inserting “or on the bases de-
scribed in section 1886” after “on a reason-
able cost basis”,

(k) The Secretary of Health eand Human
Services may, for any cost reporting period
beginning 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 af title
XVIII of such Act for services (other than
physician services) so extensively, that im-
mediate compliance with those requirements
would threaten the stadility of patient care.
Any such waiver shall provide that such bill-
ing may continue to be made under part B
of such title but that the payments to such
hospital under part A of such title shall be
reduced by the amount of the bdillings for
such services under part B of such title. If
such a waiver is granted, at the end of the
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waiver period the Secretary may provide for
such methods of payments under part A as is
appropriate, given the organtzational struc-
ture of the institution.

(1) Effective October 1, 1984, section
1866(a)(1) of the Social Security Act as
amended by subsection (f)(1) of this section,
i3 further amended—

(1) by striking out “(if there is such an or-
ganization” in subparagraph (F) and insert
in lieu thereof “(with an organization”, 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 organi-
zation described in subparagraph (F), which
organization’s contract with the Secretary
under part B of title XI terminates 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 termination of that con-
tract.”.

REPORTS, EXPERIMENTS, AND DEMONSTRATION
PROJECTS

SEC. 603. (a)(1) 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 enact-
ment of this Act on the method and propos-
als for legislation by which capital-related
costs, such as return on net equity, associat-
ed 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 Congress at the end of each
year (beginning with 1984 and ending with
1987) on the impact, of the payment method-
ology under section 1886(d) of the Social Se-
curity Act during the previous year, classes
of hospitals, deneficiaries, and other payors
Jor inpatient hospital services, and other
providers and, in particular, on the impact
of computing DRG prospective payment
rates by census division, rather than exclu-
sively 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 collection of data necessary
to compute the amount of physician charges
attributable, by diagnosis-related groups, to
physicians’ services furnished to inpatients
of hospitals whose discharges are classified
within those groups. The Secretary shall in-
clude, a report to Congress in 1985 recom-
mendations on the advisabdility and feasibil-
ity of providing for determining the amount
of the payments for physicians’ services fur-
nished to hospital inpatients dbased on the
DRG type classification of the discharges of
those inpatients, and legislative recommen-
dations thereon.

(C) In the annual report to Congress under
sudbparagraph (A) for 1985, the Secretary
shall include the results of studies on—

(i) the feastbility and impact of eliminat-
ing or phasing out separate urban and rural
DRG prosective payment rates under para-
graph (3) of section 1886(d) of the Social Se-
curity Act;

(ii) whether and the method under which
haspitals, not paid based on amounts deter-
mined under such section, can be paid for
inpatient hospital services on a prospective .
basis as under such section;

(iii) the appropriateness of the factors
used under paragraph (5)(4) of such section
to compensate hospitals for the additional
expenses of oullier cases and the application
of severity of illness, intensity of care, or
other modifications to the diagnosis-related
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groups, and the aduisabiiity and foaridility - .

modifications;
(iv) the feasidilily and desiradility of ap- Aoepital ecets.
under such

plying the paymenl mathodology
section to payment by all payors for inpa-
tient hospital seypioax; and :

volume
payment rates or
certification

grem, on peyments and premiums snder orusy

private health insurance plans, and on tax

expenditunmn. -
(3 A) The Secvetury shall somplele a study
and make legisiative recommendations

&

transgfer
X VI ef the Social Securily Al .

title, and no adjustment '
imbursement {o the admilting physician or
physicians. -

(C) The Secvetury shail alse report on the
appropriate treatment of uncompensaied

advisabitity of having hosptials make avail-
able information on the cost of care to pa-
tients financed by both public programs and

private payore .

(E) The studies and reports descrided in
this paragraph shall de completed and sud-
mitted not later than April 1, 1985.

14) The Secretary shall complete a study

lumbdia under a prospective payment sysiem.

(6/11) Execept ss provided in paragraph
(2), the amendments made by this title-shall
not affect the suthority of the Secretary to
develop, carry sut, or continue experiments
and demonstyation

(2) The Secretary shall provide that, upon
the request of & State which has & demon-
stration project (or upom the request of a
party to demonstration project agreement)
Jor payment of hospitals under title XVIII
of the Social Security Acit approved under
section 402(a) of the Social Security Amend-
ments 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, the terms of
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(c)(1) The Secretary shall

amended by this title) no laler than Sepiem-
ber 1, 1983, and allow for a period af public
comment thereon. Payment on the basis of
prospective rates shall become .effective on
October 1, 1933, without the necessity for
consideration of comments received, bul the
Secretary shall by notice published in the

Register, affirm or modify the

shall be modt- Reglster.

the demonstratian apreement ,
fied 30 fhat the demonstrutton profect is not
required fo maintain the rate of increase in

13) Rules to imglement subsection (d) of
section 1888 of the Social Security Act (us 30

H 1786

-Son. . : %

DELAY SN PROVISION RELATING TO SONPIML-
DABED SEWAED NURSING INCILITIES

Sec. 805, Ta) Seetion 102 qf the Tar Eguity
and Fiscal Responsidilily

Sec. 608. {a) Section 1830 of the Sociel Se-
curity Act is amended by olriking ous sub-
(&), and (o) and inserting in

“tai(1) The Secveiary ahall, during Septem-
ber af 1983 and of eoch gear theveaster, de-
wmonikly setwarial rals for en-

|

“(3) The Secroiary-shall, during September
of 1983 and of each year thereaflesr, deter-
mine and promulgsie the monthly premium
applicable for individuals enrolied under
this part of the swoceeding calendar year.
The as other-

monthiy premium shall fexoept
wise provided in subsection (e)) be egual to
the smaller of— ,
“(A) the monthly actuarial rate for envoll-
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Whenever the Secretary promulgates the
dollar amount which shall be applicadble as
the monthly premium for any period, he
shall, at the time such promulgation is an-
nounced, issue a public statement setting
Jorth the actuarial assumptions and bases
employed by him in arriving at the amount
of an adequate rate for enrollees who have
attained retirement age as provided in para-
graph (1) and the derivation of the dollar
amounts specified in this paragraph.

““(4) The Secretary shall also, during Sep-
tember 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
vear. Such actuarial rate shall be the
amount the Secretary estimates to be neces-
sary so that the aggregate amount for such
calendar year with respect to disabled en-
rollees under age 65 will equal one-half of
the total of the benefits and administrative
costs which he estimates will be payable
Jrom the Federal Supplementary Medical In-
surance Trust Fund for services performed
and related administrative costs incurred in
such calendar year with respect to such en-
rollees. In calculating the monthly actuarial
rate under this paragraph, the Secretary
shall include an appropriate amount for a
contingency margin.”.

(2) Subsections (d), (e), (f), and (g) of sec-
tion 1839 of such Act are redesignated as
subsections (b), (c), (d), and (e), respectively.

(3)(A) Section 1839(b) of such Act (as so re-
designated) i3 amended by striking out “sud-
section (b), (c), or (g)” and inserting in lieu
thereof “subsection (a) or (e)”.

(B) Section 1839(d) of such Act (as so re-
designated) is amended by striking out
“purposes of subsection (c)” and inserting
in lieu thereof “purposes of subsection (c)”’
and inserting in lieu thereof “purposes of
subesection (b)”.

(C) Section 1839(e) of such Act (as so re-
designated) is amended by striking out “sub-
section (c)” and “subsection (c)(1)” and by
inserting in lieu “subsection (a)”
and “subsection (a)(1)”, respectively.

(D) Section 1818(c) of such Act is amended
by striking out “subsection (c) of section
1839” and inserting in lieu thereof “subsec-
tion (a) of section 1839,

(E) Section 1843(d)(1} of such Act is
amended by striking out “without any in-
crease under subsection (c) thereof” and in-
serting in lieu thereaof “without any increase
under subsection (b) thereof™,

(F) Section 1844(a)(1)(A)(i) of such Act is

amended—

(i) by striking out “1839(c)(1)” and insert-
ing in lieu thereof “1839(a)(1)”; and

(11) by striking out “1839(c)(3) or 1839(g)”
and inserting in lieu thereof “1839/a)(3) or
1839(e)”.

(@) Section 1844(a)(1)(B)(i) of such Act is
amended—

(il by striking out “1839(c)(4)” and insert-
ing in lieu thereof “1839(a)(4)”; and

(ii) by striking out “1839(c)(3) or 1839(9)”
and inserting in lieu thereof “1839(a)(3) or
1839(e)”.

(H) Section 1876(a)(5) of such Act is
amended— .

(i) in subparagraph (A)(ii) by striking out
“1839(c)(1)” and inserting in liew thereof
“1839(a)(1)”; and

(ii) in subparagraph (B)(ii), by striking
out “1839(c)4)” and inserting in lieu there-
of “1839(a)(4)”,

(b) Section 1818(d)(2) of such Act is
amended—

(1) by striking out “during the last calen-
dar quarter of each year, beginning in
1973,” in the first sentence and inserting in
lieu thereof “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
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Jirst 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 for months begin-
ning with January 1984, and for months
after June 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 under
each respective part shall be the monthly
premium under that part for the month of
June 1983, and -

(2) the amount of the Government contri-
butions under section 1844(a)(1) of such Act
shall be computed on the basis of the actuar-
illy adequate rate which would have been in
effect under part B of title XVIII of such Act
Jor. 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

SEC. 607, (a) Section 1122(c) of the Social
Security Act is amended by striking out “the
Federal Hospital Insurance Trust Fund”
and inserting “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 there-
of “8$600,000 (or such lesser amount as the
State may establish)”, and

(B) by striking out “$100,000” the second
place it appears and inserting in lieu there-
of “the dollar amount specified in clause
(1)”,

(2) Section 1861(2)(2) of such Act is
amended by striking out “$100,000” and in-
serting in lieu thereof “$600,000 (or such
lesser amount as may be established by the
State under section 1122(g)(1) in which the
hospital i3 located)”’.

fc) Section 1122 of such Act is amended by
adding at the end thereaof the following:

“(5) 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 reason-
ably be expected to use the service with re-
spect to which the capital expenditure is
made will be individuals enrolled in an eli-
gible organization as defined in section
1876(b), and if the Secretary determines that
such capital expenditure i3 for services and
Jacilities which are needed by such organi-
2ation in order to operate efficiently and
economically and which are not otherwise
readily accessible to such organization be-
cause—

“(1) the facilities do not provide common
services at the same site (as usually pro-
vided by the organization),

“(2) the facilities are not available under
a contract of reasonable duration,

“(3) full and equal medical staff privileges
in the facilities are not available,

“(4) arrangements with such facilities are
not administratively feasible, or

“(5) the purchase of such services is more
costly than if the organization provided the
services directly.”.

(d) Section 1861(z)(2) of such Act is
amended by inserting “(A)”’ after “(z)” 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 designated,
to the appropriate health planning agency
in the State (but this subparagraph shall not
apply in the case of a facility exempt from
review under section 1122 by reason of sec-
tion 1122());",
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And in the Senate agree to the same.
DAN ROSTENKOWSKI,
J. J. PICKLE,
ANDREW JACOBS, JT.,
Harorp FoRbp,
JAMES M. SHANNON,
BARBER B. CONABLE, Jr.,

Managers on the Part of the House.

Bos DoLE,

JOHN DANFORTH,

JOHN H, CHAFEE,

JoHN HEINZ,

Lroyp BENTSEN,

DANIEL P. MOYNIHAN,
Managers on the Part of the Senate.

JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

The managers on the part of the House
and the Senate at the conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bill (H.R.
1900) to assure the solvency of the Social
Security Trust Funds, to reform the medi-
care reimbursement of hospitals, to extend
the Federal supplemental compensation
program, and for other purposes, submit the
following joint statement to the House and
the Senate in explanation of the effect of
the action agreed upon by the managers and
recommended in the accompanying confer-
ence report:

The Senate amendment struck out all of
the House bill after the enacting clause and
inserted a substitute text.

The House recedes from its disagreement
to the amendment of the Senate with an
amendment which is a substitute for the
House bill and the Senate amendment. The
differences between the House bill, the
Senate amendment, and the substitute
agreed to in conference are noted below,
except for clerical corrections, conforming
changes made necessary by agreements
reached by the conferees, and minor draft-
ing and clarifying changes.

SOCIAL SECURITY SYSTEM
1. EXTENSION OF COVERAGE
A. FEDERAL EMPLOYEES
Present law

Permanent civilian employees of the Fed-
eral government are not covered by social
security (OASDI). (Part-time temporary ci-
vilian employees and members of the armed
forces are covered by social security.) By far
the greatest number of Federal employees
not covered by social security (2.7 million)
participate in the Civil Service Retirement
System (CSRS) on a mandatory basis. Legis-
lative branch employees are not covered by
social security, and have the option of not
participating in CSRS. Members of Con-
gress, the President and the Vice-President
are not covered under social security. As of
January 1, 1983, Federal employees are cov-
ered under the medicare program and pay
the medicare portion of the social security
payroll tax.

Presently, the compensation paid to Fed-
eral judges—either in Senior (or inactive)
status or in retirement—is not considered
wages and thus is not subject to social secu-
rity taxes nor is it considered for purposes
of the retirement test.

House bill

Provides for coverage under social security
of the following groups: (1) all Federal em-
ployees hired on or after January 1, 1984,
including those with previous periods of
Federal Service if the break in Federal serv-
ice lasted at least 365 days; (2) legislative
branch employees on the same basis, as well
as current employees of the legislative
branch who are not participating in the
Civil Service Retirement System as of De-
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cember 31, 1983; (3) all Members of Con-
gress, the President and the Vice President
effective January 1, 1984; (1) all sitiing Fed-
eral judges, and all execmtive Jewel and
senior executive service political

as of January 1, 1984. Federal judicial sala-
ries would be reported as wages for social se-
curity earnings test and payrell tax pm-
poses. .

Senate amendment

~ Wou cover Foderal empleoyess hired on
or after Janumy 1, 1994, or upon the enact-
ment of & supplemental Civil Service Retive-
ment System, whikhever is lnter. Mombers

of Congrem, the Prasident, Vice President, .

and the Commmissioner of Secial Secwrily

would be covered as of Junuary 1, 198¢.

The provision also staies that “Nothing in
this Act shall reduce the accrued entitle-
ment to future benefits under the ¥Federal
retirement program system of current and
‘ retired Federsi and thelr fami-
lies. The full faith and credit of the United
States Government is pledged herehy in
support of the payment of sald acarued enti-
tlements.” °
Conference agreement

The conference agreement follows the
House bill, but also includes the Senate pro-
visions stutement “Nothing ‘n this et shall
reduce the sccrued entfilemert ®hat to
future benefits under the Federal retive-
ment program system of current and setived
Federal employees and thsir familios.”

. I. PROVISIONS AFFECTING THE FI-
NANCING OF THE BOCIAL SECURITY
SYSTEM
8. ENPLOYEES OF NONPROFIY ORGANTEATIONS

covered. A nonprofit organization which has
elected to participate can file to withdraw

conference agreement

The conference agmeommest fSollows the
House bill.

2. TERMINATION OF COWMERAGE SY BTATE AND
LOCAL GOVIRNMENTS

Present law

Participation in social seeurity is optional
for State and local govermments. Once a

CONGRESSIONAL RECORD — HOUSE

government has. chosen to join social secu-
rity, it may withdraw, after 3 years of cover-
age, by providing the Federal government
with two years advance netice of s twbent
to withdraw. A netics of ‘erwinmtion be-
ocomes effertive Mt the and of calendar year
two years alter the actice iz filed. Gowern-.
ments that heve withirawn are net sllowod

having rejoined,
would be precluded from terminating
age. ‘

Senate amendment
Same as House bfil.
" 3. WinDrALL BENEFITS YOR PZRSONS WITH
Prns1ons ProM NONCOVERED ENPLOYMENT
Present law. :

Social security benefits are determined

rity tham workers with relatively high aven
age lifethme

Workers with short periods of coversd
work also receive this advantage, because
their few years of esmraings are averaged
over & 35-year period to determine their
average monthly covered earnings on wikich
the benefit is based, . .

This high eate sof retwrn for persons who
have spent a short period of time in covered
employment is what is often characterizsed
as a “windfall” benefit.

House bill )

(1) Applies a different benefit formula to
workers who are eligible for a pension based
wholly or in pst on noncovered employ-
ment. Under the current formula, benefits
are 90% of the first $354 of average monthly
earnings, 32% ®f exrnings- from $254 te
$1,538, and 15% of earnings above $1.588.
The new formmia appliceble ¢o those with

-pensions - from  n

oncovered employmesit
would substitute 81%-for the 50% factor. (2)
Provides a guarantee that the resulting re-
duction in the worker’s social sscurity beme-
fit cannot be more them ene-hall the
amount of the noncoverad pension. (3) This
provision will be applcsble to persons
reaching age 60 after December 31, 1968,
Sengte umentdment
Similar to House provision, except substi-
tutes a 32% factor in benefit formmuila,
phased tn over 4 $-your peried es follows:

Fisst factor in

Year of first eRgbitiy ander Jormuls
_OABDI: (percent)
D 1984 3.4
1985 08.8
1988 %2
1987 438
1988 and after............. seesssssssoneren 3290

with 30 years or more of vovered servioe
would not be affected. For persens with less
than 30 but more than 24 years of substan-

_the biil, Le. those
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tial social security emplaymen

factor in the benefit formula would be re-

duced by 10 percentage potnts for each year
smployment. This

who first become eligible for a noncovered
pension and for social secttrity after 1983,

House bill with the following amendments:
1. Substitutes 40 percent as the first

bracket formula amount.

3 in this redwetton over a 5-year

period: 80% in the fivel, poar, 70% in the

second year, 60% in the third year, 50% in

8. Exempts the following groups:

a. all current employees newly covered by
t Poderal canploy-

oss coveral by the bHill, and wonprofit em-

ployess emsept these wgilopess whose past

employment for s nonprofit organizatism

had been covered, but whose emplayment

work; in addition, for persops with less than
30. but more than 24 years of substantial
social security the 80% factor
in the benefit Tormula ,be reduced by
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be accompanied by a corresponding delay in
a 1982 Reconciliation Act provision to round
down certain veterans’ pensions.)
Conference agreement

The conference agreement follows the
Senate Amendment.,

(b) The medicare monthly premium for
part B physician coverage increases each
July 1. (For those people receiving social se-
curity cash benefits, the premium is deduct-
ed from their checks.)

Howuse bill

Also, postpones from July 1, 1983, to Jan-
uary 1, 1984, and to each January thereaf-
ter, the effective date of increases in medi-
care premiums to coincide with the pro-
posed delay in the cost-of-living increases in
social security cash benefit payments. For
the six-month period from July 1, 1983 to
January 1, 1984, the general revenue contri-
bution would replace the lost premium reve-
nue. :

Senate amendment

Similar provision except that the general
revenue contribution would not replace lost
premium revenue.

Conference agreement
The ' conference agreement follows the
House bill.

5. TAXATION OF SOCIAL SECURITY (OASDI)
BENEFITS FOR HIGHER-INCOME PERSONS

Present law

Social security benefits and railroad re-
tirement benefits are excluded from gross
income for purposes of the Federal income
tax

Howuse bill

Beginning in 1984, a portion of social secu-
rity and tier I railroad retirement benefits
would be included in taxable income for tax-
payers whose adjusted gross income com-
bined with 50 percent of their benefits ex-
ceeds a base amount. The base amount
would be $25,000 for an individual, $32,000
for a married couple filing a joint return
and zero for married persons filing separate
returns. The amount of benefits that could
be included in taxable income would be the
lesser of one-half of benefits or one-half of
the excess of the taxpayers’ combined
income (AGI + one-half of benefits) over
the base amount.

The proceeds from the taxation of bene-
fits, as estimated by the Treasury Depart-
ment, would be transferred to the appropri-
ate trust funds at first of quarter. An
annual report from the Secretary of the
Treasury concerning the transfers would be
required.

Special rules would be provided to adjust
for repayments by individuals of benefits
previously received and subsequently deter-
mined to be overpayments. Special rules
also would be provided for attributing ap-
propriate portions of lump-sum benefit pay-
ments to the years for which they had been
paid. Benefits subject to tax would include
any workmen’s compensation receipt of
which caused a reduction in disability bene-
fits. (Proceeds from the taxation of these
benefits would be deposited in either the
social security or railroad retirement ac-
count.)

Annual information returns would be filed
by the Social Security Administration and
the Railroad Retirement Board with the
IRS and furnished to individual benefici-
aries.

The 50 percent of social security benefits
received by non-resident aliens would be
subject to the 30 percent withholding tax
(or a lower rate if so fixed by treaty) appli-
cable to periodic payments made to such in-
dividuals under current law. (The IRS
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would be authorized to disclose to SSA and
RRB: certain tax return information for
purposes of administering this provision.)
Senate amendment

Same as House bill; except that interest
on tax-exempt bonds is added to adjusted
gross income for the purpose of determining
whether an individual’s income exceeds the
base amount above which a portion of bene-
fits would be subject to tax; transfers to
trust funds are made in the middle of the
quarter; and that benefits subject to tax do
not include certain worker’s compensation
benefits.
Conference agreement

The conference agreement follows the
House bill on timing of transfers to the
trust funds and treatment of certain work-
er’s compensation benefits, and the Senate
Amendment concerning tax exempt inter-
est.

6. 1984-90 SocrAL SECURITY TAX RATES AND

1984 CREDIT
A. FICA TAX RATES

Present law

Several increases in payroll tax rates are
already scheduled to take effect between
1984 and 1990 as indicated below:

Employer-Employee Rate (Each)
0ASDI HI - OASDI-HI

o

a0

et
S erenenenenon
LR e E R EE
e et gt et
F Y Y ¥ ARTRY
SEEEERS
NN~~~y
P i o2
it

House bill

Advances the payroll tax increase sched-
uled for 1985 to 1984 and part of the in-
crease scheduled for 1990 to 1988, as indicat-
ed below:

Employer-Employee Rate (Each)

OASDE Wl OASDI-H)
1984 570 130 700
1985 50 13 705
1986 50 145 115
1987 570 1465 715
1988 606 145 75l
1989 606 145 751
199 620 145 765

Senate amendment

Same as House bill.

B, TAX CREDIT FOR 1984 EMPLOYEE FICA TAXES
Present law

No deduction or credit is available for em-
ployee. FICA taxes.

House bill )

A credit of 0.3% of wages would be allowed
against 1984 employee FICA taxes to reduce
the net FICA rate to 6.70%. Appropriations
to Trust Funds would be based on a 7.00%
rate. Employee’s annual withholding state-
ments (form W-2) would indicate the next
amount of FICA tax (i.e., the 6.7% of tax-
able wages actually deducted from their
paychecks).

Senate amendment

Same as House bill except that employee’s
annual wage statements (FORM W-2)
would indicate both the gross FICA tax
('71.0% of taxable wages) and the FICA credit
(0.3% of taxable wages).

Conference agreement

The conference agreement follows the

House bill.
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C. 1984 EMPLOYER FICA TAX CREDIT
Present law

No deduction or credit is available for em-
ployer FICA taxes.

House bill
No provision.
Senate amendment

Employers who employ no more than 5
employees at any time during 18984 would be
allowed a credit against FICA of 0.3% of
taxable wages paid during that year. The
credit would be limited to $300 per employ-
er. All trades or businesses under common
control would be considered to be one em-
ployer for the purpose of determining the
number of employees.

Conference agreement

The conference agreement follows the
House bill.

D. TIER I RAILROAD RETIREMENT TAXES
Present law

The rates of the Tier I railroad retirement
taxes are the same as the rates of the Corre-
sponding FICA taxes.

House bill

Conforming changes would be made in
Tier I railroad retirement tax rates and the
credit against 1984 employee taxes would be
allowed against employee railroad taxes.

Senate amendment
Same as House bill.
7. TAX ON SELF-EMPLOYMENT INCOME
Present law

The Self-Employment Contributions Act
(SECA) imposes two taxes (OASDI and HI)
on self-employed individuals. Currently,
self-employed persons pay an OASDI tax at
a rate approximately equal to 75 percent of
the combined employer-employee rate and
an HI tax at a rate that is 50 percent of the
combined employer-employee rate.

No deduction or credit is available for
SECA taxes.

House bill

Beginning in 1984, the OASDHI rates for
self-employed persons would be equal to the
combined employer-employee OASDHI rate.

For 1984, self-employed persons would be
allowed a credit (comparable to the credit
allowed employers against the FICA tax)
against SECA tax equal to 0.3 percent of net
self-employment income. In addition, begin-
ning in 1984, self-employed persons would
be entitled to a permanent credit against
SECA tax For 1984-87, the amount of the
credit would be 1.8 percent of net self-em-
ployment income. For 1988 and subsequent
years, the credit would be 1.9 percent. the
SECA tax credit may be directly taken into
account in computing SECA liability for a
taxable year and estimated tax payments
for that year.

Appropriations to the trust funds would
be based on the full SECA tax rates without
:ega.rd to the credit allowed against such
axes.

Senate amendment

Same as House bill, except that the total
credit rate would be 2.9 percent of self-em-
ployment income in 1984, 2.5 percent in
1985, 2.2 percent in 19886, 2.1 percent in 1987,
1988, and 1989, and 2.3 percent in 1990 and
thereafter.

Conference agreement

The Conference agreement provides that:

a. The SECA credits for 1984 through
1989 would be as follows:

1984: 2.7 percent.

1985: 2.3 percent.

1986-89: 2.0 percent.
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b. Effective in 1900 and thereafter, the

systemn:
1. The base of the self-employment tax
would be adjusted downward to reflect the
fact that employees do not pay FICA tax on

purposes,
bility, to allow for the fact that employees
do not pay income tax on the value of the
employer's FICA tax.
8. CreDIT FOR THE ELDERLY AND DIsABILITY

Incouz Excrusion

A. CREDIT FOR THE ELDERLY

Present law
1. Eligible individuals and credit rcte.—
Individuals age 68 or over, or under 65 and
with income from a public. retirement
system, are eligible for a credit equal to 18
percent of a base amount,
2. Base amouu—'rhunmn.mmmtor

filing separately.
under age 83, the initial

uals under age
nmounthroduoadbyoeruhmmho!
earned income.

House dill
1. Etigidle individuals and credit rate.—

vate employer on account of that disability.

mz. Base amount.— The initial base unmmt
$5,000—married with one spouse euxiblo
or unmarried.
$7,500—married, joint return, both-
spouses eligible.

$3,760—married filing separately.

For individuals under age 65, the initial
amount is limited to disability income,

1. Pensions or annuities received under
social security, Rallroad Retirement, and
certain other pensions and annuities other-
wise excluded from gross income (as under
present law). In addition, social security and
- rallroad disabflity benefits also reduce the
initial amount.

2. One-half of adjusted gross income over:

$7,500—single returns.

810 000—married, joint return,

000—married, separate return.

The same rules for reducing the initial
amount would apply to all eligible individ-
uals. : ’

Conference agreement
The conference agreement follows the
House bill with technical amendment.

B. DISABILITY INCOME EXCLUSION
Present law ’
Amounts received under an employer's
disability income plan generally are includi-
ble in gross income to the extent attributa-

ble for the credit for elderly and disabled
persens to the extent of disability income
(see above),

Effective date.~The provision applies to
?.gbmmmmmmmwu.

Senate amendment !
No provision,
Conference agreement

The conference agreement follows the
House bill.

O.Rnu.ounonoromdnmmn
Foxos

Present law

The OASDI tax rate is allocated as indi-
cated below:

[Porcont]
w0
-
E"'T" oo, vk s s
Us 5
D 199 s S0 LW
¥ s 1298
1% LSy
199 ond ot 760 L6
Howuse bill

[Perconl]
[ ] [ ]
awr- and employers, eack:

983...... 4715 0.625
1984-87 5.200 500
1988-89 5.560 500
1990. 5400 500
%m-“ﬁ 1{% 1.0000
1988-89 11120 10000
1990 112000  1.2000

Senate amendment

TheOASDItuwouldbedloatedsotm
both funds will have about the same fund

ratios as indicated below:
[Porcont}
0AS o 0ASD
and employess, eack:
J—— 5075 0.628 57
1984 10 1987 . 52 50 57
1988 1o 1989.. 553 83 6.08
1990 10 1999, 5.60 50 620
“m and nter. 555 8 6.2
1983............. 4625 9375 110
1984 0 1987 .. 1080 1.00 1140
0 1989. 11.08 1.06 1212
1990 o 199.... 1120 120 1240
and later. 1110 1% 1280
Conference agreement

The conferenoe agreement provides for
allocation:

tho following
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[Porcont])
Calondar W [ ] Doy W
™ il
Employess and employers, each

) U, —— 6. 4575 580 .30
B 0 i 'R i 1
198 1:84 5200 58 1%
1985.....cccmmecrsccmsecmocsms 1 (%) mz
190687 .ccrenemcmsseaion 118 5N L

1888 .. 18 [1. Y]
199008 18 0 .45
o X T - 145 J10 (¥ |45
1 _ - SES— 235 ,ll 805 .30
T J— 935 11 $.05 N
19 - 1L .60
195 . 1A 14 20
I}, o/ 1.0 1]
U S | 12 1]
199099, s B &u 190
2000 and Iolor ..o 1 L) .90

Present law

at age
Tromar-

House bill

Allows the continuation of benefits for
disabled and surviving divorced spouses
upon remarriage if that marriage takes
place after the age of first eligibility for
benefits. Effective for bensfits for months
after December 1983.

(No change would be made in the current
dual entitlement provision of the law which
aliows an individual to receive only the
h!xhutbeneﬁttorwhhhmhlndlvldualh

Senate cmdment
Same as House bill,

B. CHANGE IN INDEXING DEFERRED SURVIVOR
BENEFITS

Present law

Survivor benefits are based on the amount
of benefits that would have been payable to
the deceased worker as determined by ap-
plyln:n.benemtmmtothevorkn'l
earnings in covered employment. Such earn-
ings are indexed to reflest eoconomy-wide
wage increases through the second year
before the death of the worker. Beginning
with the year of death, benefit levels are in-
dexed to price changes.

Should the worker die long before retire-
ment age, the benefit to which the widowed
spouse ultimately beocomes in old-
age (or at disability) is based
wages. Thus, women who become widowed
at a relatively young age, but do not become
eligible for benefits for many years, are de-
prived of their husband’s unrealizsed earn-
ings as well as the economy-wide wage in-
creases that may have oocurred since the
death of their husbands.

House bill

In the case of deferred survivor benefits,
continues indexing the worker’s earnings to

aged or disabled widow's benefits, whichever
is earlier. mm”!ormmm
vors after December 1984.
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Same as House bill.

C. INDEPENDENT ENTITLEMENT FOR DIVORCED
SPQUSES

Present law

A divorced spouse, eligible for benefits at
age 62, may not begin to draw social security
benefits until the former spouse begins to
draw benefits. For some divorced women,
this means that they must wait several
years beyond their own retirement age (be-
cause their former spouse delays retirement
or otherwise fails to apply for benefits)
before they can begin to draw benefits.

House bill

Allows divarced spouses (who have been
divorced for at least 2 years) to draw bene-
fits at age 62 if the former spouse is eligible
for retirement benefits, whether or not
benefits have been claimed or suspended be-
cause of substantial employment. Effective
for benefits for months after December
1984.

Senate amendment

Same as House bill except for technical
differences.

Conference agreement

The conference agreement follows the
Senate Amendment.

D. INCREASED BENEPITS FOR DISABLED WIDOWS
Present law

Social Security benefits for widows and
widowers are first payable at age 60. Bene-
fits are payable in full (i.e., 100 percent of
the worker’s primary insurance amount) at
age 65, and at reduced rates at ages 60-64
(i.e., phasing up from 71.5 percent of the
primary insurance amount at age 60). Bene-
fits are also payable at reduced rates to dis-
abled widows and widowers aged 50-59 (i.e.,
phasing up from 50 percent of the primary
insurance amount at age 50).

House bill

Increases benefits of disabled widow(er)s
age 50-59 to 71.5 percent of the primary in-
surance amount, the amount to which
widow(er)s are entitled at age 60. Effective
for benefits for disabled widows and widow-
ers for months after December 1983.

Senate amendment
Same as House bill.,
11. STABILIZER
Present law

Social security benefits are adjusted auto-
matically every June to reflect increases in
the Consumer Price Index. Such adjust-
ments are made without regard to the
status of the trust fund reserves.

Income to the social security system de-
pends on the level of wages on which social
security contribution are made. When in-
creases in prices outrun increases in wages,
income to the trust fund falls behind in-
creases in benefit payments, Cash flow
problems may then result, depending on
whether accumulated fund reserves are suf-
ficient to make up the gap between income
and outlays.

There is no mechanism under current law
to adjust trust fund outlays and revenues to
take account of economic fluctuations.

House bill

Beginning with 1988, if the fund ratio of
the combined OASDI Trust Funds as of the
beginning of a year is less than 20.0%, the
automatic cost-of-living (COLA) adjustment
would be based on the lower of the CPI in-
crease or the increase in average wages.
Subsequently, when the balance in the trust
funds has risen to at least 32 percent of esti-
mated annual outlays, “catch-up” benefit
payments would be made during the follow-
ing year, ss supplements to monthly bene-
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fits otherwise payable, to the extend neces-
sary to increase overall benefit levels in
order to make up for any losses in inflation
protection that result from basing COLA’s
on wages rather than prices. Such payments
would be made only to the extent that suffi-
cient funds are available over those needed
to maintain a fund ratio of 32.0%

Senate amendment

Similar to House bill, except that the
catch-up payments would supplement
monthy benefits otherwise payable to make
up for the cumulative dollar losses that
could result from basing the adjustment on
wages rather than prices.

Conference agreement

The conference agreement follows the
House bill with an amendment to provide
that the stabilizer would take effect with re-
spect to the cost-of-living increase payable
in January 1985 if the trust funds ratio at
the end of 1984 is less 15 percent. Beginning
in 1989 the stabilizer would take effect if
the trust fund ratio falls below 20 percent.

12. PROCEDURES TO ASSURE CONTINUED
BENEFIT PAYMENTS (FAIL-SAFE)
Present law

a. Social security benefits are financed by
a payroll tax fixed in the law. While bene-
fits are paid out within the first five days of
each month, payroll tax revenues are esti-
mated daily by the Treasury, and credited
to the trust fund accounts each day.

House bill

Fixed Monthly Tax Transfers: Provides for
& revision of accounting procedures under
which the Treasury would credit to the
OASDI trust funds, at the beginning of
each month the amount of payroll tax rev-
enues estimated to be received during the
month. These amounts would be invested by
the trust funds as all other trust fund assets
are invested; interest will also be paid by the
trust funds on amounts transferred to the
trust funds in advance of prosedures in
effect on January 1, 1983. Effective on the
first day of the month following enactment.
Senate amendment

Similar to House provision, except that
tax receipts would only be advanced for
months the Secretary of the Treasury de-
termines that the balances of the OASDI
trust funds are less than 20% of outgo. Also,
the interest paid to the General Treasury
on the excess sums so transferred would be
at the rate equal to the average 91-day
Treasury bill rate during the month, with
such interest being payable at the end of

each month.
Effective.—On enactment through 1989.
Conference agreement

The conference agreement follows the
House bill.

Present law

b. Interfund borrowing was authorized
during 1982, but this authority terminated
at the end of the year.

House bill

Interfund borrowing: Authorizes inter-
fund benefit borrowing between the OASI,
DI and HI funds for calendar years 1983-87,
with provisions for repayment to the lend-
ing fund(s) of the principal and interest of
all such loans (including amounts borrowed
in 1982) at the earliest feasible time but not
later than the end of calendar year 1989.
Borrowing would be permitted only to the
extent there is sufficient balance in the
lending fund to meet its own obligations.
Senate amendment

Similar to House bill, except that (1) in-
terest would be paid monthly to HI on any
outstanding loans to OASDI; (2) QASDI
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could not borrow from HI in any month in
which the HI trust fund ratio is under 10
percent (with no more to be borrowed than
would reduce such ratio to 10 percent); (3)
in 1983-87, OASDI would repay loans from
HI whenever the OASDI fund ratio at the
end of the year exceeds 15 percent; and (4)
in 1988-89, OASDI would repay HI, in 24
equal monthly payments, the loan balance
outstanding at the end of 1987 (plus interest
on any outstanding loan balance). Faster
payment would be authorized.

Similar protections would be provided for
the OASI and DI trust funds in the event
that HI were to borrow from OASDI.

Conference agreement

The conference agreement follows the
Senate Amendment.

Present Law

C. If at any point revenues from the pay-
roll tax exceed amounts needed for benefit
payments, the excess is placed in the trust
fund reserve. If revenues fall short of the
amount needed, the reserves are drawn on
to make up the difference. If the reserves
are not adequate to make up the shortfall,
under current law the trust funds have no
way of making benefit payments on time.
(Thus, it is considered critical to have at
least one month’s benefit payments in re-
serve at the beginning of each month, and
to have enough of a reserve to continue
benefit payments through any decline in
revenues during the year.) The Board of
Trustees is required to report immediately
to the Congress if any of the trust funds is
unduly small.

Howuse bill

Managing Trustee Report to the Congress
Concerning Trust Fund Shorifalls. Requires
the Board of Trustees to report immediately
to the Congress whenever it is of the opin-
ion that the amount of any of the trust
funds may become unduly small and recom-
mend a specific legislative plan to adjust the
inflow and outgo of funds to remedy this
shortfall with due regard to the economic
situation that created the problem and the
amount of time available to act in a prudent
manner. It is the intent that such legislative
action would be effective only so long as is
necessary to restore the fund to solvency.

Senate amendment

Requires the Secretary of Health and
Human Services to make an annual evalua-
tion of the projected balances in the
OASDHI trust funds, taking into account
cost-of-living increases. If at the start of any
year after 1984 OASDHI reserve ratio is
projected to decline from the start of the
next year to the start of the following year
and to then be less than 20 percent of a
year's benefits, the Secretary would be re-
quired to notify the Congress by the preced-
ing July 1 that action to limit the next
COLA will be necessary. If no action is
taken, the Secretary would be required to
scale back the COLA to the extent neces-
sary to prevent a decline in the reserve
ratio. (For years after 1987, the fund ratios
only for OASDI would be considered.)

Insofar as possible, the limitation of the
COLA would be applied to people whose
benefits are based on a primary benefit level
of more than $250 per month. The determi-
nation as to whether a limitation on the
cost-of-living increase was necessary would
be made only after taking into account all
other statutory provisions for assuring ade-
quate funds.

Effective for determinations beginning
July 1, 1984.
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Conference agreement

The conference agreement follows the
House bill with an amendment under which

inf:

to which benefits would have to be reduced,
payroll taxes increased, or some combina-
tion thereof.

" 13. DELAYED RETIREMENT CREDIT
Present law

Persons who delay retiring—and claiming
social security benefits—beyond age 68 re-
ceive increases In their benefits amounting
to 3 percent per year for each year they
delay retirement up to age 732.
House dill

QGradually increases the delayed retire-
ment credit from 3 percent to 8 percent per
year for persons who attain age 65 between
1990 and 2008. In order to conform to the
reduction in the age at which the earnings
test no longer applies, lowers the age after
which the delayed retirement credit will no
longer be given from age 72 to 70 for those
who attain age 70 after December 1983.
Senate amendment

Similar to House bill except would first
apply to people attaining age 62 in 1990,
rather than 68 in 1990, and would be fully
phased in by 1895. In addition, would
remove the upper age limit on receipt of de-
layed retirement credits, effective January
1984 (floor amendment).-

Conference agreement
The conference agreement follows the

House bill, }

14. REIMBURSEMENT TO TRUBT Pmms ror
MILITARY WAGE CREDITS AND UNCASHED
OASDI Cuxcxs

. - A. MILITARY WAGR CREDITS

Present law '

Gratuitous military wage credits are pro-
vided to who lerved in the military
after September 16, 1940. Although mem-
bers of the armed forces were compulsorily
covered under social security in 1057, wage
credits continue to be provided to military
personnel in recognition of the value of non-
cash compensation received.

The cost of the additional bene!lts and
the administrative expenses arising from
these non-contributory wage credits are
borne by the General fund on a retroactive
reimbursement basis (i.e., the costs are reim-
bursed only after benet!h have been paid).
House bill

Provides for a lump-sum payment to the
OASDI trust funds from the General Fund
for: (1) The present value of the estimated

- additional benefits arising from the gratu-
itous military service wage credits for serv-
ice before 1957; (ii) the amount of the com-
bined employer-employee OASDI taxes on
the gratuitous military service wage credits
for service after 1986 and before 1983. In ad-
dition, the HI trust fund would be credited
with the combined employer-employee HI
taxes on gratuitous military wage credits for
services after 1065 and before 1983. (In thé
future, the trust funds would be reimbursed
on & current basis for such employer-em-
ployee taxes on such wage crediu for service

after 1982.)

Senate amendment

Similar to House bill, except that the
lump sum reimbursement for the post 1956
wage credits includes 1983. Also, the initial
transfer for pre-1957 military wage credits
would be provided through the normal sp-
propriations process.

Conference agreement

The conference agreement follows the

Senate amendment, except with respect to

. past plus
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the appropriation process for pre-l%'l mili-
tary wage credits,

tmmm
Present law

The trust funds are not credited for any
uncashed OASDI benefit checks. Instead,
the value of benefit checks which are not
cashed remains in mGewall"undotthe

House dill
Provides for a lump-sum payment to the
OASDI trust funds from the General Fund
representing the amount of uncashed bene-
fit checks which have been issued in the
appropriate amounts of interest.
In addition, requires the implementation of
a procedure under whigh: (1) the Treasury
Departmeént would make it possible to dis-
ish OASDI checks from other govern-
ment checks; and (2) the trust funds would
be credited on & regular basis with an
amount equal to the value of all OASDI
benefit checks which have not been negoti-
ated for a period of 8 months,
Senate amendment

Similar to House bill, except that unnego-
tiated checks are defined to be those out-
standing for a period 12 rhonths after issu-
ance, and no interest is payable to the trust
funds on unnegotiated checks. Also, trans-
fers to the trust funds would be subject to
the annual appropriation process.
Conference agreement

The conference agreement follows the
House bill; except for the Senate amend-
ment making the tranafers subject to the
annual appropristions prooess.

II. ADDITTIONAL PROVISIONS RELAT-

ING TO LONG-TERM FINANCING OF

age (Lo, the age at
which full retirement benefits are available
at age 62 at a rate of 80 percent of the full
benefit. Medicare and S8S8I benefits are also
available at age 65. Unreduced retirement
‘benefits .are available to workers, spouses,

and widows and widowers at age 65. Aotm.rl
ally reduced benefits are available at age 62

- for workers and spouses and at age 60 for

widows and widowers. ,

In computing social security benefits, a
worker’s earnings under social security are
averaged and a benefit formula is applied to
those average indexed monthly earnings
(AIME) to arrive at the initial basic benefit
amount called the primary insurance
amount (PIA). The PIA is the amount a
worker is eligible to receive at 65. Depend-
ents’ and survivors’ benefits are based on
the worker’s PIA.

The formula for a worker who becomes
eligible for benefits in 1983 is: 90 percent of
the first $254 fo AIME, plus 32 percent of
‘the AIME from $254 through $1,528, plus 13
percent of the AIME over $1,628.

The two dollar figures in the formula,
$254 and $1,528, ar raised (indexed) each
year to reflect increases in average wages in
the economy. Thus, a new formula is cre-
ated each year for the new group of workers
becoming eligible for benetits in that year.

The annual adjustment of the benefit for-
muls by the full amount of the increase in
average wages leads to higher initial bene-
fits over time and to replacement rates—the
percentage of a worker’s prior earnings that
are replaced by his social security benefit—
:h‘:l. remain at approximately the same

ey

Social security beneficiaries under age 70
who work and have earnings are subject to a
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one dollar reduction in benefits for every -
two dollars of earnings, when their earnings

- exceed certain exempt amounts. For 1983,

the annual exempt amount is $8,600 for
people age 65 and older. The annual exempt
amount is increased each year according to
increases in wages.

House bill

(1) Raises the normal retirement age to 67
in two steps.

(A)Rdsesretirunentmwwbylnaew
ing the age for full benefits by two months
a year for six years so that provision would
be fully effective beginning with those at-
taining age 62 in 3008 (68 in 3009).

(B) Ralises retirement age from 66 to 67 by
increasing the age for full benefits by two
months a year for six years so that the pro-
vision would be fully effective beginning
ggmmm.mo:mmmm

).
(2) Age 62 benefit would be maintained at

_an ultimate rate of 70 pereent of full bene-

fits. (After age for full retirement is
changed to 67.) No changes would be made
in Medicare or SSI benefits.

(3) Requires the Secretary, by January 1,
1986, to conduct and submit with recom-
mendations to Congress a comprehensive
study and analyxis of the implications of the
change in retirement age for those individ-
uals affected by this change who, because
they are engaging in physically demanding
employment or because they are unable to
extend their working careers for health rea-
sons, may not benefit from improvements in

longevity. .
(4) Makes no changes in the current law
earnings test.

Senate amendment

(1) Raises the normal retirement age to
66, by increasing the age for full benefits
one month & year for 12 years (between
2000 and 2011) so that the provision would
be fully effective with those at-
taining age 66 in 2015. The first age of eligi-

bility for Medicare would shift in tandem
with the new retirement age.

(2) Early retirement boneﬁu would con-
tinue to be payable at age 832, but at an ulti-
mate rate of 76 percent of full benefits
(::;erueforfullmthumﬁhoh&n«dto

(3) Requires the 1087 Social Security Ad-
visory council to study the effect of raising
the retirement age and reguires recommen-
dations on changes to the DI, SSI and un-
employment compensation programs to
meet the special needs of older workers. In
addition, provides for the mlrr:ment. sub-
ject to approval by the ! en of the
Committees on Finance and Ways and
Means, of Council representatives of orga-
nized labor and experts on the problems of
older workers, disability and unemployment
and the labor market.

(4) Between 2000 and 2007, gradually re-
duces initial benefit levels by 5.3 percent for
future beneficiaries. The percentage factors
in the benefit formula would be reduced by
two-tmrd.n of one percent mh year for 8

ears, beginning with those first becoming
e]lclble in the year 2000, and would be fully
effective for those becoming eligible in 2007.

The ' benefit factor reduction would be
phased-in under the following schedule:
The applicable parcaniage
For intisl () 1
O pam W A
pint o P 0t
1979-99 (current law) ......coccocce. 200 320 150
20000 csmmsessassssssomsisssetpses 1) s 149
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The agplicable percentage
Betweon the
the Above the
bt JoLO
— points it— poist is—
ns 36 148
882 4 W7
8.6 31 146
870 R 145
86.4 30.7 144
858 305 143
852 303 142

(5) Gradually phases out, beginning in
1990, the retirement earnings test for people
65 and older. The exempt amount of earn-
ings (as it would be automatically increased
by wage trends) would be further increased
by $3,000 in 1980 and by a further $3,000 in
each of the next four years, with the earn-
ings test (for people 65 and older) complete-
1y eliminated in 1995.

Conference agreement

The conference agreement follows the
House Bill except for a Senate amendment,
effective beginning in 1990 to reduce the
earnings test offset for those age 65 and
older to one dollar for every three dollars
earned over the annual exempt amount.

II1. MISCELLANEQUS AND TECHNICAL
PROVISIONS

1. CASH MANAGEMENT
A. FLOAT ALLOWANCE REVISION
Present law

Social security benefit checks are issued to
beneficiaries on the third day of each
month. Current Treasury procedures allow
a two-day float before trust fund monies are
actually transferred to the Treasury in
order to pay the checks which have been
issued.

House bill

Requires the Secretaries of Treasury and
Health and Human Services to conduct a
study consisting of two separate investiga-
tions, The first concerns the actual average
length of time between the issuance of
benefit checks and their redemption; the
second would deal with the feasibility and
desirability of providing for the transfer on
a daily basis to the general fund from the
appropriate trust fund amounts equal to the
amounts of benefit checks which are paid
by the Federal Reserve Banks on that day.

The Secretary of the Treasury would be
required to promulgate regulations to imple-
ment the changes found appropriate by
these investigations.

Senate amendmeni

No provision.
Conference agreement

The conference agreement follows the
House bill.

B. INTEREST ON LATE STATE DEPOSITS
Present law

The annual interest rate charged on late
payments of social security contributions
due on the earnings of State and local em-
ployees is 6 percent per annum.

House bill

Changes the rate of interest charged on
late payments of social security contribu-
tions due on the earnings of state and local
employees to a rate equal to the average in:
- terest rate earned by new special obligations
of the trust funds during the period of the
delinquency. (Effective with respect to pay-
ments due for wages paid after Dec 31,
1983.)

Senate amendment

No provision.
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Conference agreement
The conference agreement follows the
Senate Amendment.
C. TRUST FUND INVESTMENT PROCEDURES
Current law

Payroll tax revenues which are in excess
of the amount necessary to pay current
benefits generally must be invested in “spe-
cial issue” obligations available for purchase
only by the trust funds. Such obligations
have maturities fixed with due regard for
the needs of the trust funds and bear an in-
terest rate equal to the average market
yield on all marketable, interest bearing ob-
ligations of the U.S. which are not due or
callable within 4 years.

House bill -

Requires the managing trustee of the
Social Security Trust Funds to redeem most
current trust fund investments and make all
future investments in a new type of Treas-
ury public debt obligation bearing interest
at a rate that varies from month to month.
For each month, the interest rate on the
new type of obligation wiil be equal to the
higher of (1) the average market yield over
the preceding month en all public-debt obli-
gations (other than “flower bonds’”) with
maturities of more than 4 years or (2) the
average market yield for slmth.r obligations
with 4 years or less to maturit;

Requires that annual reports ‘of the Social
Security Boards of Trustees to the Congress
include a certification by the chief actuary
of the Social Security Administration that
the reports meet generally accepted stand-
ards within the actuarial profession.

Allows the 1983 annual reports to be filed
any time before 45 days after enactment.
Senate amendment

Similar to House bill, except that the in-
teret rate to be applied to the social security
investments would be the same long-term,
special-issue rate used under current law.
The redeemed investments and all future
funds would be invested in special deposi-
tory accounts, rather than new special issue
obligations.

Also, requires actuarial statement, but
does not have to certify the reasonableness
of the assumptions and cost estimates un-
derlying the trustee’s report (floor amend-
ment).

No provision.

Conference agreement

Both Houses recede with respect to trust
fund investment procedures. With respect
to the actuarial statement and the delay of
the 1983 Trustees’ report, the conference
agreement follows the House bill, with an
amendment providing that the certification
shall not refer to economic assumptions un-
derlying the Trustees’ report.

D. SEPARATE TREATMENT OF TRUST FUND
OPERATIONS UNDER UNIFIED BUDGET
Present law

Beginning with 1969, the financial oper-
ations of the social security trust funds have
been included in the unified budget of the
Federal Government.

House bill

Provides for the display of OASI, DI, HI
and SMI fund operations as a separate func-
tion within the budget. Beginning with
fiscal year 1989, these trust fund operations
(except for SMI) would be removed from
the unified budget.

Senate amendment

No provision.
Conference agreement

The conference agreement follows the
House bill except that the trust fund oper-
ations would not be removed from the uni-
fied budget until fiscal year 1992.

March 24, 1983

2. ELIMINATION OF GENDER-BASED DISTINC-
TIONS UNDER THE OLD-AGE, S8URVIVORS, AND
DISABILITY INSURANCE PROGRAM
Unless otherwise noted, the proposed

amendments concerning the elimination of

gender-based distinctions would be effective
with respect to benefits payable for months
after the month of enactment.

A. DIVORCED HUSBANDS
Present law

The Social Security Act provides for the
payment of benefits to aged divorced wives
and aged or disabled surviving divorced
wives but benefits are not provided for simi-
larly situated men.

Howuse bill

Amends the statute to confrom to court
decisions by providing social security bene-
fits for aged divorced husbands and aged or
disabled surviving divorged husbands based
on their former wives earnings records.
(SSA is currently complying with court deci-
sions.)

Senate amendment
No provision.
Conference agreement

The conference agreement follows the
House bill.

B. REMARRIAGE OF SURVIVING SPOUSE BEFORE
AGE 60

Present law

Widows and widowers who remarry before
age 60 are treated differently with respect
to their eligibility for benefits based on
their deceased spouses’ earnings. A woman
may qualify for benefits as a surviving
spouse, even though she has remarried, so
long as she is not married at the time she
applies for benefits. A man, however, under
current law loses forever his eligibility as a
surviving spouse of his deceased wife worker
if he remarries before age 60. Since the deci-
sion of Mertz v. Harris (1980), SSA has paid
benefits to remarried widowers on the same
basis as to remarried widows.

House bill

Amends the statute to conform to court
decisions by making the requirements for
widowers’ and widows’ benefits consistent.
(SSA is currently complying with the afore-
mentioned court decisions.)

Senate amendment

No provision.
Conference agreement

The conference agreement follows the
House bill.

C. ILLEGITIMATE CHILDREN
Present law

An illegitimate child may be eligible for
benefits based upon a man’s earnings, with-
out regard to the appropriate State intes-
tate laws, if among other things, the man
has been decreed by a court to be the father
of the child, or the man is shown by evi-
dence satisfactory to the Secretary to be the
father of the child. Similar provisions do
not currently apply when an illegitimate
child claims & benefit based upon his moth-
er’s earnings.

House bill

Provides that illegitimate children would
be eligible for benefits based on their moth-
er’s earnings as they are currently for bene-
fits based on their father’s earnings.

Senate amendment

No provision.
Conference agreement

The conference agreement follows the
House bill.
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D. TRANSITIONAL INSURED STATUS -
Present law .
Cerxtain workers who atiained age: 73
before 1969 are eligible for social securitx
benefits under transitfonal insured

Present low

Specisl pagmeenis to pessons
who ‘attaimed age 13 befere 1908 and whe
have no quartess of and SO pesIons
age

F. FATHERS' INSURANCE BENEFITS
Present law

A young wife, widowed mother or surviv-
ing - divorced mother who has an entitled

upon the eamings of her husband. Under
the law a similarly situated father canmot
qualify for benefits based on his retired, dis-
abled, or deceased wife’s earnings.

House bill

Amends the statute 0 conform to eourt
decisions by providing social security hene-
fits for a father who has in his care an enti-
tled child of his retired, disabled, or de-
censed wife (or deceased former wife). (SSA
is currently compiying with the aforemen-
tioned court decisions.)

Senate amendment
No provision. ]

Conference agreement
The conference agreement follows the

House bill.

G. EFPECT OF MARRIAGE ON CHILDHQOD DISABIL-
ITY AND OTHER DEFENDENTS’ AND SURVIVORS’
BENEFITS

Pyesent law
When a chitddhood disability beneficiary is

merried to another childhood disability ben-

eficiary or to a disabled worker beneficiary,
and the disability benefits of one of the
beneficiaries is terminated because the ben-

eficiary recovems in_substantial
vo:l.mconﬂnud. uﬁmm
mw Sphise’s sex. A
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tion; ar mare than 50 percent af its voting
forelgn corpora-
of the latter cor-

ond wm;umm owned By a domes-

m Beniefits
when her husband’s dfsabiIty’ benefits end.
However, a man’s childhood disability bene-
fits are not: vermlmudwheuh wire's dis-
mbemm'-md.

Nouge il

Conlinues the hewe(iis.of snbﬂﬂmd.
¢ banediciary. segasdiess of

Oonﬁnuuneh!mt’pm-bu
individual regardiess of sex, who i recedv-
ing dependents’ or survivers™ benefils, when
his or her spouse i» ne longer oligidie for
childhood disadiIty benefits or benefits a8 &
disabled worker.

Senate amendment

No provision.

Conference agreement

The econference agreement follows the

House bill.

1, CREDIT FOR MILITARY SERVICE
Present law
A widow (but not a widower) is permitted,
umader certain circumstances, to waive the
right to a civil service survivor’s amnmity and

Allows widowers to exercise the aghion to
walve the right to a civil service survivor’s
annuity in the same way as is currently per-
mitted for widows.

Senate amendment

No provision. ’
Conference (wn_gmeut

The conference agreement follows the
House bill.

‘ " 3. COVERAGE .
A. FOREIGN AFFILIATES OF AMERICAN
EMPLOYERS
Present law

Work by a US. citizen outside the U.8. for
a foreign subsidiary of a domestic corpora-
tien is covered by social security if the do-
mestic corporation arranges for eoverage by
entering into a voluntary agreement with
the Internal Revenue Service; the agree-
ment applies to all citizens subsequently em-
ployed by the subsidiary if their work would
be covered if performed in the U.S.

A “foreign subsidiary” of a domestic cor-

- poration is defined ad'a foreign corporation

of which: not less than 20 percent of its
voting stock is owned by a domestic corpora-

country compute their not

tic corpecation.
AMMMMQM
into a voluniary agreamént.
mmwsmdﬂ dthemom-
plosed by s foveign
mumumv&mum
pension, profitehering. steck

qualified
mumammmu
e-mm-mﬂ»
mﬁuzmm operaies
; ahoead..
. Fouss il
Brosdens the an socisl-security
coverage 0 Americann working
abmudby'(npemimm of Ameri-
citizens working the United
snmn;u.mm
A 2y
Quired to be held by the
from 20 percent i
ly or through one or
changes would be effective

(This pravixion to remu-

neration paid sfter Decombior 31, 1983.)
changes would ba made in the

provisions relating to the. of cov-

erage under )

ing, stock bonus, etc. pikisa S0r employees of

a domestic carporation’s subsidiary.

Senate amendment -

No previaion
Conference agreement -

Thecontuemwmmtha

. House bill.

B. PORRIGN BARNED ENCENE EECLUSION

Present law

U.S. citizens and resident aliens who are
net residents of a fereign country for a full

U.8. citizens who are reshients of a !ordcn

loyment

income excluding amounts w are also
excluded for income tax purposes by the
foreign earned incomre exclusion.

House bill ) )
Provides that foreign earmed inceme

which is currently subjees 4 social security

-employment tax weuid be creditable for
ial security coverage murpeses, effective
with respect to taxable years beginning

after December 31, :08%

Provides that ali net seif-employment
income would be computad for SECA: pur-
poses without regard to the foreign income
exclusion, effective with mespect to rema-
neration paid after Decembar 31, 1983.
Senate amendment

No provision.

Conference agreement
The conference agreement follows the

Hpuse bill.

C. INCLUDING ELECTIVE PRINGE BEWEPITS AND
NONQUALIFIED DEFERNED OOMPENSATION IN
THE SOCIAL SECURITY WAGE BASE

Present law

(1) Cash or deferred arrangements (Code
section 401(k)).—Under a cash or deferred
arrangement forming s part of a qualified
profit-sharing or stock bonua plan, & cov-
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ered employee may elect to have the em-
ployer contribute an amount to the plan on
the employee’s behalf or to receive such
amount directly in cash. Amounts contribut-
ed to the plan pursuant to the election are
treated as employer contributions and are
excluded from the employee’s taxable
income and social security wage base.

(2) Cafeteria plans (Code section 125).—
Under a cafeteria plan of an employer, an
employee many choose among various bene-
fits including cash, taxable benefits and
nontaxable benefits (including a cash or de-
ferred arrangement) offered under the plan.
If certain requirements are met, amounts

applied toward nontaxable benefits are ex-.

cluded from the employee’s taxable income
and generally from the social security wage
base.

(3) Tax-sheltered annuities (Code section
403(b)).—Subject to certain limitations,
amounts paid by the employer for the pur-
chase of a tax-sheltered annuity for an eligi-
ble employee are excluded from the employ-
ee’s taxable income and social security wage
base. Tax-sheltered annuities may be pur-
chased for employees of educational institu-
tions and certain tax-exempt organizations.
Tax-sheltered annuities may be purchased
pursuant to a salary reduction agreement.

(4) Nonqualified deferred compensation
plans.—Amounts deferred under a nonquali-
fied deferred compensation plan generally
are taxable when they are paid or when
there is no substantial risk of forfeiture, de-
pending upon whether or not the plan is un-
funded or funded. However, if the plan is a
retirement plan or the amounts are paid on
account of retirement, the amounts are gen-
erally excludible from FICA and FUTA.
These plans may be utilized by (1) taxable
employers to provide retirement benefits in
excess of those permitted under tax-quali-
fied retirement plans or coverage limited
primarily to highly compensated or manage-
ment employees, (2) tax-exempt employers,
and (3) State and local governments.

House bill

(1) An employer’s plan contributions on
behalf of an employee under a qualified
cash or deferred arrangement would be in-
cludible in the social security wage base for
tax and coverage purposes to the extent
that the employee could have elected to re-
celve cash in lieu of the contribution, effec-
11;iv:3 for remuneration paid after Dec. 31,

983. -

(2) Amounts subject to an employee’s des-
ignation under a cafeteria plan would be in-
cludible in the social security wage base to
the extent that such amounts may be paid
to the employee in cash or property or ap-
plied to provide a benefit for the employee
not excluded from the FICA wage base ef-
fective for remuneration paid after Dec. 31,
1983.

(3) Amounts paid by an employer for a
tax-sheltered annuity for an employee will
be includible in the social security wage
base, -

(4) No provision.

Senate amendment

(1) Same as House bill.

(2) Same as House bill, except applies only
to cafeteria plans which include a cash-or-
deferred arrangement as one of the optional
fringe benefits.

(3) Any amounts paid by an employer to a
tax-sheltered annuity by reason of a salary
reduction agreement between the employer
and the employee would be includible in the
social security wage base.

(4) The amount deferred under a (non-
qualified) compensation plan will be includi-
ble in the social security wage base as of the
later of (1) when the services are performed
or (2) when there is no substantial risk of
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forfeiture of the rights to the amounts. In
the case of a governmental plan, a deferred
compensation plan will only include certain
nonqualified plans of State and local gov-
ernments.

Conference agreement

(1) The conference agreement generally
follows the House bill and the Senate
amendment was respect to qualified cash or
deferred arrangements. Employer contribu-
tions to these arrangements will be taxable
for FICA and FUTA purposes whether or
not the cash or deferred arrangement is
part of a cafeteria plan. A transition rule is
provided to exclude certain remuneration
paid after the effective date of this provi-
sion if paid pursuant to certain elective de-
ferrals made before January 1, 1884 (Janu-
ary 1, 1985, with respect to FUTA taxes).

(2) The conference agreement contains no
other provision concerning the inclusion of
amounts applied toward nontaxable (for
FICA purposes) benefits in a cafeteria plan.

(3) The conference agreement generally
follows the Senate amendment by providing
that employer contributions to a section
403(b) annuity contract would be included
in the wage base if made by reason of a
salary reduction agreement (whether evi-
denced by a written agreement or other-
wise). For this purpose, the conferees intend
that employment arrangements, which
under the facts and circumstances are deter-
mined to be individually negotiated, would
be treated as salary reduction agreements.
Of course, the mere fact that only one indi-
vidual is receiving employer contributions
(e.g., where the employer has only a few em-
ployees, only one of whom is a member of a
class eligible for such contributions) is not,
by itself, to be considered proof of individu-
al negotiation.

(4) With respect to nonqualified deferred
compensation plans, the conference agree-
ment generally follows the Senate amend-
ment that includes amounts deferred in the
employee’s FICA and FUTA wage base
when services are performed or, if later,
when there is a lapse of a substantial risk of
forfeiture (within the meaning of sec. 83) of
the employee’s right to those amounts. As
under present law, amounts treated as em-
ployer contributions under a State pick-up
plan (sec. 414(h)(2)) or amounts deferred
under eligible state and local deferred com-
pensation arrangements are includible in
the wage base when deferred. The confer-
ence agreement provides that any payment
to, or on behalf of, an employee or his bene-
ficlary under certain supplemental retire-
ment plans, which provide cost of living ad-
justments to the pension benefits under tax-
qualified plans, will not be included in the
wage base. Finally, under the conference
agreement, in the case of certain agree-
ments, in existence on March 24, 1983, be-
tween a nonqualified deferred compensation
plan and an individual, the provision would
only apply to services performed after De-
cember 31, 1983 (December 31, 1984, for
FUTA purposes).

D. STANDBY PAY

3

Present law

Any payment (other than vacation or sick
pay made to an employee after the month
in which he or she attains age 62, where the
employee did not work for the employer in
the period in which such payment is made,
is excluded from the definition of wages for
both benefit and tax purposes.
House bill

Includes in the statutory definition of
wages, payments made to an individual with
the expectation that he or she will subse-
quently render services (effective with re-
spect to caléndar years beginning after the
sixth month after date of enactment).

March 24, 1983

Senate amendment

Same as House bill, except it would be ef-
fective for remuneration paid after 1983.

Conference agreement

The conference agreement follows the
Senate amendment.

E. CODIFICATION OF ROWAN DECISION WITH
RESPECT TO MEALS AND LODGING

Present law

In Rowan Companies, Inc. v. United
States, 452 U.S. 247 (1981), the Supreme
Court held the definition of ‘“wages” for
FICA purposes must be interpreted in regu-
lations in the same manner as for income-
tax withholding purposes. At issue in
Rowan Companies, Inc. was the exclusion,
for FICA tax purposes, of employer pro-
vided meals and lodging from gross income
under code sec. 119.

House bill

With the exception of the value of meals
and lodging provided for the convenience of
the employer, the determination of whether
or not amounts are includible in the social
security wage base is to be made without
regard to whether such amounts are treated
as wages for income tax withholding pur-
poses. In addition, the bill provides that the
definition of wages for social security tax
and benefit purposes is revised to exclude
the value of employer provided meals and
lodging if such value is excluded from the
employee’s gross income. The provision ap-
plies to remuneration paid after December
31, 1983.

Senate amendment
Same as House bill.

¥. EXCLUSION OF EMPLOYER PAYMENTS MADE
UNDER SIMPLIFIED EMPLOYEE PENSION PLANS

Present law

In 1978, the Internal Revenue Code was
amended to exclude from wages for social
security tax purposes employer payments to
or on behalf of an employee under a simpli-
fied employee pension (SEP) plan. However,
no corresponding change was made to the
Social Security Act definition of covered
wages.

House bill

Amends the Social Security Act to exclude
in the definition of covered wages for social
security coverage purposes employer contri-
butions to a simplified employee pension
(SEP) plan. Effective with respect to remu-
neration paid after December 31, 1983.

Senate amendment

Same as House bill, except also changes
definition for FUTA purposes effective Jan-
uary 1, 1985.

Conference agreement

The conference agreement follows the
Senate amendment.

G. DEFINITION OF EMPLOYER FOR WITHHOLDING
ON SICK PAY

Present law

Present law includes in the definition of
wages for the purpose of social security and
rallroad retirement taxes, payments made
under a sick pay plan to an employee or any
of his dependents by a third-party on ac-
count of the employee’s illness.

Proposed Treasury regulations would re-
quire a third-party payor (for example, an
insurance company) to withhold social secu-
rity or railroad retirement taxes on the sick
pay payments they make as if they were
paying wages. However, the third-party
payor would be permitted to shift responsi-
bility for the employer’s portion of the tax
to the last employer for whom the employee
worked.
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House bill

Provides that, to the exteni. permitted in
regulations, a multi-employer plan which
makes sick pay payments witl be treated s
:::n-t of the employer for wheny ssgv-

anenemaally-veradived. .

Senate amendment
No provision.
Conrfarence apmement .

The conference sagreement follows the
Senate amerrdment. co
H. CONFORMING AMENDMENTS TO FUTA WAGE
BABE

Present law o
FThe defimition of wages subject ta tax

under the Federal Un Tax Ack
(FUTA) is similar to the definition of wages

C'onﬂmm-ammt
The conference agrement follows
Senate amendment.

1. INTERNATIONAL SOCIAL SECURITY
AGREEMENES

Present los
An frternational ucm

mthb“mhem
House bill

Provides for the impesition ef social sscu-
ritp tazes if am intemaational sacisl sesurily
sgresmail prevides for eomerage under the
US. secial seeurity sysiers. (Eifestive for
taxable years after the date of enactmk)
Sencde anendneenl

No provision.
Conference egreement

The esmicrenss agreensens folows the
House hilh

2. STNVTR MvD XORAL mcmmm
Present law

Utak is pernaitiesh bor extemsh ansin] sosweity
coverage to specitie-amtition lished i the lemr
as separate coverage groups. The namaes of

some of the entities specifically listed in the _

lorw have chamged since the previsiert was
House 0L,

Amends the peouiion i tne Sosial Seair-
rity Ach listing antities fer wiish Vinls may
armange satial securihy eovesage 0 prowite
that. eymeage would nat he: affectest by &
Muﬂﬂm&hhmoﬁmd
e emtibica
Senaty emendient

Na provision. .

Congavence egvesmcnd

The eonderence: “agreement mmns the

House DI®, ]

has been: hesonsion en 'ench of 08 days.
Rouwes of Congress must bu kx séssion o &

poasibie
ramn.vnemm.some-
maxirmmm.

cost-of-living adjustment is mady i gonersid

benefit levels. Thus, families wisese banefils

are limited by the supe mAaxinaum can have.

their henafits unexpectedly increased ar.de-

qmueﬂ each Junuary when the snper maxi-
18 recomputed.

House bl :

Provides that afier initial entitlament, a
family’s super maximum would he adjusted
each year when a cost-of-living fhcrease is
Wmmmﬁemm
Senate amendnent. ‘

No provisions.

Conference ameement

The conference agreement m e

House bill. ‘
B. RELAXATION OX IMSUBER. STATUS REQIIEME-

MENTS POR TAIN WORKERS ERENIOUSLY
EXTITLED 30 msmmm
Pmtlu

Weninars who. age M -b. age R
have a lower immumed shstis »eguisessent
tiaan elder workess. Jowswer, sucls & wesher
who recovers from his or hes dlealilty swd
subsequently becomes disahiad again ok age
31 or later mag haue difficuliy establishing
entitlement to disability benefita at thab
time because he or she has not had suffi-
cient time to obtain the necessary 20 quar-
ters of coverage before the subsoguwent dis-
ability. :

'mm

Prmcsnu:nmﬂermm.peﬂoﬁ
of disabfitty which hegan befbre sge 31, re-
covered, and then becxme disadied sgan
age 3 or later woul! sagain be Msured for
disabfifty Deneffts I Ag/she had quarters of
mhhﬂfﬁedmmnm

through the qurter M which

. Effec-
tive mymmmmﬁm !!lech.ﬂ:ar en-

getment.
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Senate amandment

No preision.
Conference agreement ,

The conference agreement follows the
House bill.

C. ILLEGITIMATE CHILBREN OF DISANLES.
BANEBCIARNES—FIRSF MAN'NE OF ENTEELEMENT

Present law
mmnmnmwmmmu

throughout which those ons were sat-
istied. This psovision. nat. apply to the
benefits of ille ki of retired
beneficiaries. However, does
apply to the {llegitimate chil of disabled
workers.
House bill
Provkls social secusity

48 the lllegitimate child of & _ks
for a.manth in which: ehild satistied all
ether entitl d but was not

duy of that month. m or ensctment.
Senate amendment
No provision,

the prohibited if such pagment would require

ment, or other legal presess,
or to the operation of any banksuptey e
smlveney hw.

Based on the of the
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including P.L. 95-398, the “Bankruptcy

Reform Act of 1978”. Effective on enact-

ment.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the

House bill.

F. USE OF DEATH CERTIFICATES TO PREVENT ER-
RONEOUS BENEFIT PAYMENTS TO DECEASED IN-
DIVIDUALS

Present law
There are currently no well-developed

procedures or arrangements to permit SSA

to determine on a timely basis when a bene-
ficiary has died.

House bill
Provides authority for the Secretary of

HHS to contract with states for death cer-
tificate information. This information
would be matched with SSA benefit records
to help insure that benefit payments are
promptly terminated when the beneficiary
dies.

Senate amendment

Similar to House except incorporates
GAO and SSA comments.

Conference agreement

The conference agreement follows the
Senate amendment.

G. STUDY OF SSA AS AN INDEPENDENT AGENCY
Present law

The Social Security Administration is cur-
rently part of the Department of Health
and Human Services.

House bill

Authorizes a feasibility and implementa-
tion study with respect to establishing SSA
as an Independent agency. Such study shall
include but not be limited to the following
points: the feasibility of changing the cur-
rent status of SSA; how to manage the tran-
sition; what authorities would need to be
transferred or amended; what programs
would be involved what agency administra-
tive relationships would need to be adjusted,
ete. The study would be conducted (in con-
sultation with the Commissioner of Social
Security) by a panel of administrative ex-
perts appointed by the House Committee on
Ways and Means and the Senate Committee
on Finance, with a report and recommenda-
tions to be submitted to the Committees no
later than January 1, 1984.

Senate amendment

Simflar to the House provision except—

(1) commission would be appointed by the
President with advice and consent of the
Senate,

(2) report would be due no later than
April 1, 1984, and .

(3) implementation, not feasibility, of in-
dependent S8A, is included in study man-
date.

Conference Agreement

The conference agreement provides for
the following:

In keeping with the recommendations of
the National .Commission on Social Security
Reform, a study shall be conducted with re-
spect to the establishment of the Social Se-
curity Administration as an independent
agency under a bipartisan board appointed
by the President, by and with the advice
and consent of the Senate. The study shall
be conducted by a Commission consisting of
experts widely recognized in the fields of
government administration, social insur-
ance, and labor relations. The study shall
address, analyze and report to the Congress
on: how to manage the transition, what au-
thorities would need to be transferred or
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amended, the program(s) which should be
included within the jurisdiction of the new
agency, the legal and other relationships of
the Social Security Administration with
other organizations which would be re-
quired as a result of establishing the Social
Security Administration as an independent
agency, and any other details which may be
necessary for the development of appropri-
ate.legislation to establish the Social Secu-
rity Administration as an independent
agency.

The study would be conducted (in consul-
tation with the Commissioner of Social Se-
curity) by a panel of experts appointed by
the House Committee on Ways and Means
and the Senate Committee on Finance, with
a report and recommendations to be submit-
ted to the Committees no later than April 1,
1984, .

H. PUBLIC PENSION OFFSET
Present law

Under a provision enacted in 1977, people
becoming eligible for a public pension on
their own account after November 1982, will
generally have the amount of any social se-
curity dependents or survivors’ benefits re-
duced dollar-for-dollar on account of that

. public pension.

Under a provision adopted last year, per-
sons who become eligible for a public pen-
sion after November 1982 and before June
1983 who meet a “one-half support” depen-
dency test are exempt from the offset.
House bill .

For persons who become eligible for
public pension after June 1983, the amount
of the public pension used for purposes of
the offset against social security benefits
would be one-third of the public pension.
Senate amendment

No provision.

Conference agreement ;

The conference agreement follows the
House bill except that the percentage of the
public pension to be used for purposes of
the offset would be two-thirds.

1. CHILD-CARE DROP OUT YEARS
Present law

In computing a worker’s covered earnings
history under social security (upon which
family benefits are based), up to five years
of low earnings are dropped.

House bill

‘No provision,
Senate amendment

‘The provision would allow up to two addi-
tional years to be dropped for persons who
leave the work force to care for a child
under 3 in the home, To qualify for.a child-
care drop year, the worker can have no
earnings at all during the year.

Effective for persons first eligible for
benefits after 1983.

Conference agreement

The conference agreement follows the
House bill.

°  PUBLIC MEMBERS ON BOARD OF TRUSTEES
Present law

The Board of Trustees of the four social
security trust funds (Old-Age and Survivors
Insurance, Disability Insurance, Hospital In-
surance, and Supplemental Medical Insur-
ance) consists of, ex officio, the Secretaries
of the Treasury, Health and Human Serv-
ices, and Labor, with the Secretary of the
Treasury serving as the managing trustee.
Among other responsibilities, the Board of
Trustees is required to report to Congress
each year on the operation and status of the
trust funds, review the general policies fol-
lowed in managing the trust funds, and rec-
ommend changes in such policies.

March 24, 1983

House bill
No provision.
Senate amendment

Add two public members to the Board to
Trustees of the OASDI, HI, and S8MI trust
funds. The public members would be nomi-
nated by the President and confirmed by
the Senate. The two public members could
not be from the same political party. Trust-
ees would not be considered fiduciaries and
would not be personally liable for actions
taken in such capacity with respect to the
trust funds.

Effective upon enactment.

Conference agreement

The conference agreement follows the

Senate Amendment.
K. LIMITATION ON BENEFITS TO ALIENS

Present law

There are no citizenship or residence re-
quirements for receiving social security cash
benefits (OASDI). Any allen in the U.8.—
whether legally or illegally, or as a perma-
nent or temporary resident—is eligible for
benefits provided he has engaged in covered
employment and otherwise meets the eligi-
bility requirements. Dependents and survi-
vors are also eligible for benefits regardless
of their immigration status or that of the
insured workers.

House bill

No provision. .
Senate amendment

Limitations would be placed on the pay-
ment of benefits to alien workers, their de-
pendents and survivors who reside abroad.
Benefits would continue to be paid only
under the following conditons:

(1) the worker is the citizen of a country

- with which the United States has a treaty

or totalization agreement; and

(2) until total benefits pald to the wage
earner (after any income taxes paid) and de-
pendents equal social security taxes payable
by the wage earner plus interest.

This provision would apply to new eligi-
bles on or after January 1, 1985.

In addition, prohibits the payment of
social security benefits to noncitizens who
are unable to establish at the time they
apply for benefits that they had ever been
legally admitted to work in the United
States.

Effective for those first eligible after De-
cember 1983.

Also, in the case of beneficiaries who are
under final orders of exclusion, departure or
voluntary departure in lieu of deportation
and can be shown by the Attorney General
to have earned social security credits during
periods of illegal work, those credits would
not be used in computing social security

. benefits, thereby potentially eliminating

benefits, (Floor amendment.)
Conference agreement

The conference agreement would suspend
the payment of benefits to any alien receiv-
ing benefits as a dependent or survivor of an
insured worker (whether or not the worker
is a U.S. citizen) when the alien beneficiary
has been outside the U.8. for six consecutive
calendar months. Alien auxiliary benefici-
aries who could prove that they had lived in
the U.S. for a total of at least five years
during which their relationship with the
worker was the same as the relationship
upon which eligibility for benefits is based
(e.g., spouse, child, parent) would be exempt
from the suspension of benefits. Children
would be deemed to meet the 5-year resi-
dence requirement if the residence require-
ment could be met by the child’s parents.
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L. LIMITATION OF FRISONERS BENEFITS
Present Law

Persons imprisoned for the conviction of &
felony may not recejve student benefits
(which are being phased out anyway), and
are not eligible for disability benefits unless
they are participating in a court-approved
rehabilitation program. (Dependents bene-
fits are not affected.) Also, impairments re-
sulting from the commission of a crime
cannot be the basis for disability benefits
and impairments occurring during imprison-
ment cannot be the basis for disability bene-
fits during the period of imprisonment.

Presently, benefits may continue to be
paid to incarcerated felons who are either
retired workers, widow or widower benefici-
aries, spouses of retired or disabled workers,
and to those DI beneficiaries in a court-ap-
proved rehabilitation program.
House dill

No provision.
Senate amendment

The provision would eliminate all benefits
to felons during their period of incarcer-
ation. In addition, would prohibit payments
to inmates of facilities' for the criminally
insane (Floor amendment). Benefits of de-
pendents and survivors of incarcerated
felons would not be affected.

Effective for benefits paid for the month
after enactment,

Conference agreement

The conference agreement follows the
Senate amendment, with an amendment
providing that the limitation on prisoner’s
benefits will only extend the provision in
current law applying to disability insurance
benefits to old age and survivors insurance
benefits.

M. ACCELERATE STATE AND LOCAL DEPOSITS
Present law

Requires the deposit of withheld social se-
curity taxes for State and local employees
within thirty days after the end of the
month in which the.applicable wages were

By contrast, the frequency with which de- .

posits of social security taxes and income
taxes are made by private employers is de-
termined under regulations issued by Treas-
ury and vary in accordance with the tax lia-
bility of the employer. Deposits are required
as frequently as every week for employers
with large liabilities and as infrequently as
every three months for employers with
smaller liabilities.

Although State and local governments are
now governed by the same rules as private
employers with regard to depositing with-
held income taxes, deposits of social secu-
rity taxes continue to be treated differently.
House bill

No provision.

Senate amendment
The provision would apply the same social

security tax deposit requirements to State

and local governments that now apply to
private employers.

Effective for deposlts required to be made
after December 1
Conference agroement

Under the conference agreement State
and local governments would be required to
deposit withheld social security taxes on a
biweekly (i.e. every two weeks) basis.

N. EXCLUSION FROM SOCIAL SECURITY COVERAGE
FOR SERVICES PERFORMED BY MEMBERS OPF
CERTAIN RELIGIOUS SECTS

Present law
In general, social security (FICA) tax is

imposed on every individual who receives

wages with respect to employment. In addi-
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tion, social security tax is imposed on em-

present law, for or ‘employees
who are members sects that
oppose the social security However,
present law does.provide an exemption from

opposed to
public insurance and which make provision
for the care of their dependent members.
House bill .

No provision.
Senate amendment

The provision will exempt from social se-
curity tax wages paid by individuals who are
exempt from self-employment taxes because
of their religious beliefs to individuals who
are members of religious sects that conaci-
entiously oppose the acceptance of private
or public insurance and which make provi-
sions for the care of their dependent mem-
bers. This exemption applies both to the
employer and employee portion of social se-
curity tax.

Theexempuonwpllesonlylnthemot
religious sects that have been in existence at

The conference meement follows the
House bill.

0. INCREASE IN FICA ANP WITHHOLDING TAX

DEPOSIT THRESHOLD

Present law

In general, employers that have $500 or
more of undeposited FICA and withholding
taxes at the end of any month must deposit
those taxes within 15 days after the end of
that month. However, employers that have
$3,000 or more of undeposited taxes at the
end of any eighth-monthly period must de-
posit those taxes within 8 days after the
close of the eighth-monthly period.
House dill

No provision,

Senate bill

Eighth-monthly deposits for any month

$3,000 or more of undeposited taxes at the
end of any eighth-monthly period falling
within the same month.

‘The provision is effective for months be-
ginning after December 31, 19883. (Floor
amendment)

Conference agreement
The conference agreement follows the

House bill.

P. APPLICATION OF COMMON PAYMASTER RULES
TO CERTAIN NONPROFIT ORGANIZATIONS EM-
PLOYING MEDICAL SCHOOL FACULTY MEMBERS

Present law
Present law generally requires an employ-

er to pay FICA taxes with respect to a given

employee only up to the amount of annual
wages referred to as the wage base. Thus, if
ap employee works for more than one em-
ployer during the year and if his annual
wages exceed the tax base, employer FICA

taxes, taking into account all the employers:

for whom the individual worked, may be
paid on amounts in excess of the wage base.

There is a “common paymaster” exception
to these general rules which provides that if
two or more related corporations concur-

rently employ the same individual and com-.

pensate him through a common paymaster
that is one of the corporations, then the
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common paymaster is considered to be the
only employer regardless of the fact that
the individual performed services for “other
related corporations. Under 6ne of the tests
provided In regulations, two oorporations
are related if 30 percent or more of one cor-
poration’s employees are caoncurrently em-
ployees of the other corporation,

House bill
No provision.
Senate bill

A State university that employs health
care professionals as faculty members at a
medical achool and a tax-exempt faculty
prwthephnth.tmbnxmﬂty members
of the medical school would be deemed to be
related corporations for purposes of the

rulea, provided that 30

ocommon paymaster
peroentormeolthomlonuotthe

medical
bursed by the faculty practioe plan to an in-
dividual employed by both the plan and the
university which, when added to remunera-
tion actually disbursed by the university,
exceeds the contribution and benefit base
will be deemed to have been actually dh-
bursed by the university as a common pay
mnt.erlndnottohavebeendhbunedby
the faculty practice plan.

The provision is effective on enactment
(Floor amendment).

Conference agreement

The conference agreement follows the
Senate amendment. -

Q. ELECTIVE COVERAGE FOR MINISTERS AS

Present law

Underpreuenthw.mhhmumnotem-
ployees for social security tax (FICA) pur-
poses. However, ministers generally are sub-
ject to the self-employment (8ECA) tax.

House bill
No provision.
Senate amendment

The provision allows ministers and their
churches - to treat services performed by
ministers as employment for FICA tax pur-
poses. Remuneration for such services
would not be subject to the SECA tax. Once
made, this election is irrevocable.

provision is effective with respect to
nerleepertormedonorumrthefMalen-
dar uarterbezinnludmthednteoten-
actment. (Floor amendment)

Conference agreement

The conference agreement follows the
House bill.

R, STUDY OF FEASIBILITY OF IMPLEMENTING
SOCIAL SECURITY OPTION ACCOUNTS

Present law

No provision.
House bill

No provision.
Senate amendment

Requires an 18-month study hy Treasury
of a plan to permit workers to have part of
their (and their employers’) social security
taxes allocated to an IRA type account. The
designated deposits would be tax deductible,
Subsequent social security benefits would be

reduced to take IRA deposits into account.
(Floor amendment.)

Conference agreement

The conference agreement follows the
House bill.

1
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8. CARNINGS SHARING IMPLEMENTATION STUDY
| (SACTION 181 OF SENATE AMRNDMENT)

Presonticw
Earnings are credited for sociel security

mxrposestomereoordofmeworkerto

whom they are paid.

House bill
No provision.

Senate amendment
By January 1, 1984, requires the Secretary

of Health and Human Services to report to
the House Committee on Ways and Means
and the Benate Comumittee on Finance on
proposals that combine earnings of a hus-
band and wife during the period of their
marriage and divide them equally for social
security benefit purposes. The study will
analyse the impact of emrnings sharing pro-
posals on social security beneficiaries, and
include recamymendations (1) te provide ade-
quate pretection to particular classes of
beneficisries where necessary and (2) with
respect to a feasible time period fer imple-
mentstion. In additien, the stwdy will in-
clude cost estimsates. (Floor amenximent.)

Conference agreement
The conference agreement follows the

Senate amendment with an amendment to

delay the date to July 1, 1984.

T. CASHING OF CHECKS ISSUED TO DECKASED
BENEFICIARIES

Present law
QASDI checks do not include a notice

stating that cashing of a check to deceased

individuals eonstitutes a felony.

House bill
No prowision.

Senate amendment
Requires that all checks issued, and the

envelopes in which they are mailed, include

a notice that cashing or sttempted cashing

of a check which was erroneously issued to

a deceased person constitutes a felony pun-

ishable under section 208 of the Social Becu-

rity Act. Effective for checks issued for
months after December 1983. (Floor a.mend-
ment.)

Conference agreement
The conference agreement follows the

House hill. -

U. ADMINISTRATYIVE REDORGANIZATION OF VETER-
ANS’ ADIINEETRATION LOS ANGELRS DATA
PROCEESING CENTER

Present law
The Veterans' Administration is generally

prohibited from reducing the staff at any of

its offices by more than 10 percent in any
fiscal year withrout advance notice to the

Congress approximately 8 months prior to

the beginning of that fiscal year.

House bill
No provision.

Senate amendment
Waives the requirements of veterans law

(section 210(b)(2)(A) of title 38, UBC) in the

planned administrative reorganization at

the Veterans Administration Los Angeles

Data Processing Center involving the trans-

fer of 25 full-time equivalent employees.

Conference agreement
The conference agreement follows the

Senate Amendment.

V. TREASURY STUDY OF INDIVIDUAL RETIREMENT

SECURITY ACCOUNTS (IRSA)

Present law
No provision.

House bill
No provision.

Senate amendment
Tresasury would study the feasibility of

implementing IRSA’s which would be simi-
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lar to an HRA. Individusls would establish
and fund she IRSA and receive a tax credit
limited to 20 pu‘caxt of the individual's
social security saxss, with a proportionate
udncﬂnnanlMa and 8urvivors and Dis-
ability benefits. The study would be submit-
ted to Congress before July 1, 1984,

Conference agreement
The conference agreement follows House

W. TREATMENT OF EARNINGS OF DISABLED BLIND
INDIVIDUALS
Present law

Blind disabled individuals are regarded as
demonstrating the ability to engage in sub-
stantial gainful activity if their earnings
exceed the exempt amount under the earn-
ings test for individuals age 65 and over.
House bill

No provision.

Senate amendment

Provides that no individual who is blind
shall be regarded as having demonstrated
an ability to engage in substantial gainful
activity salely on the basis of earnings; the
beneftts of such individusls shall be reduced
in accordance with the earnings test for in-
dividuals age 65 and over. This would be ef-
fective for people applying for benefits after
enactment.

Under a related amendment, the SGA
level for the blind would be phased out as
the earnings test is phased out for individu-
al 66 and older (between 1990 and 1995).
Conference agreement

The conference agreement follows the
House bill.

X. TRANSTPIONAL BENEFTTS TO WIDOW (ER) S
Present law

Nondisabled widow(er)s who do not have a
child in their care are first eligible for bene-
fits at age 80. If disabled, such widow(er)s
are eligible for benefits at age 50 or older.
Widow(er)s with a child in care are ellgible
for benefits regardless of their age.

House bill

No provision.
Senate amendment

Provide 8 months of benefits to persons
widowed between the ages of 55 and 60. The
benefit amount would be 71.5 percent of the
worker’s primary insurance amount (i.e., un-
reduced from the benefit payable at age 60).
Effective for monthly benefits after date of
enactment.

Conference agreement )

The conference agreement follows House

bill,

Y. BANKNOTE PAPER SOCIAL SECURITY CARDS
Present law

No provision.
House bill

No provision.
Senate amendment

Requires that new and replacement social
security cards be issued on banknote-quality

paper beginning not later than 193 days
after enactment.

Conference agreement )

The conference agreement follows the
Senate Amendment.

TITLE IV—SUPPLEMENTAL SECURITY
INCOME (SBI) PROVISIONS

1. INCREASE IN FEDERAL BENEFIT STANDARD
Present law

The current maximum monthly SSI bene-
fit is $284.30 for a single person and 426.40
for married couples. Benefits are indexed to
the Consumer Price Index (CPI). Cost-of-
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living increases are provided annusally in
July if the CPI for the first quarter of the
calendar year increases by at least 3 percent
over the first quarter of the previous year.
Benefits are increased by the same percent-
age as social security benefits. This occurs
through a reference in the SSI law to the
social security cost-of-living provisian. For
example, the current payment level of
$284.30 per individual, which became effe-
tive July 1982, represents an increase of 7.4
percent (or $19.60 monthly) from the previ-
ous July 1981 level of $264.70.

House bill

The Federal SSI benefit payment is in-
creased by $20 per month for individuals
and $30 per month for couples, effective
July 1, 1983.

The next Federal SSI cost-of-living adjust-
ment (COLA) is delayed from July 1983
until January 1984. Federal SSI benefits
will be adjusted in January 1984, and every
January thereafter, by the same percentage
and under the same procedures as OASDI
benefits. The provision to pay the lower of
the increase in wages or prices, which is ap-
plicable to OASDI -benefit increases begin-
ning in 1988, would apply to SSI. As with
title I, the 1983 COLA, to be paid in Janu-
ary, 1984, will be provided even if the CP1
increase is less than 3 percent.

Senate amendment

Same as the House bill, (with technical
correction), except that the provision to pay
the lower of the increase in wages or prices,
which would be applicable to OASDI bene-
fit increases beginning in 1988, would not
apply to SSL

Conference agreement

The conference agreement follows the
Senate amendment.

2. ADJUSTMENT IN FEDERAL PAss-THROUGH
PROVISIONS

Present law

P.L. 94-585, enacted October 21, 1976, es-
tablished Federal SSI- “pass-through” re-
quirements, effective with the cost-of-living
increase provided in July 1977. These provi-
sions provide States with two options for
meeting the pass-through requirements.

{1) Aggregate spending level option.—A
State may make State supplementary pay-
ments in any current 12-month period that
are no less, in the aggregate, than were
made in the previous 12-month period (17
States use this option); or

(2) Individual payment level option.—A
State may maintain the supplementary pay-
ment levels that were in effect for catego-
ries of individual recipients in December
1976. (All other States use this measure,
except Texas and West Virginia which have
no State supplementation program.)

An amendment in P.L. 97-248 allows a
State that shifts from the aggregate spend-
ing option to the individual payment level
option to maintain State supplementation
levels in effect in the previous December
rather than the levels in December 1978.

Howuse bill

States would be allowed the following op-
tions in meeting the pass-through require-
ment:

(1) Aggregate spending level option.—
Same as present law.

(2) Individual payment level option.—Cur-
rent law is modified (a) by substituting the
State supplementary payment levels in
effect in March 1983 for those in effect in
December 1976 as the levels that States
must maintain in complying with the pay-
ment level pass-through requirement and,
(b) with regard to the $20/$30 increase in
the Federal SSI standard in July 1983, by
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requiring States to pass-through only
muchuwouldluvebemmuﬁsdl!ﬂn
SSICOLAmmtchthromJulyma
to January 1984.
Sendte amendment

States would be allowed the following op-
tlom ln meeting t.he pass-through require-

(1) Am spending level optttm.— t.ntion

Same as present law.

(2) Individual parment level option.—The
payment levels that must be maintained
wotlld be either (a) those in effect in Decem-
ber 1976, or the previous December, as
undercurrenthw:or(b)thonlnotfectm
March 1983, as provided in the House bill.
In other words, the March 1983 smupplemen-
tary payment levels would be an additional

3. SSI EvrcisiriTy ror TEMPoRARY REsSI-
DENTS OF EMERGENCY SHELTERS FOR THR
HoMELESS

Present law )

Under current law, aged, blind or disablet
individuals who are residents of private
emergency shelters are eligible for SSI.
However, such residents of public sheiters
cannot receive 881,

House bill
Aged, blind or disabled hxdivlduals who

are temporary residents of public emergen-

cy shelters could receive 8SI payments for &

period of up to three months during any 13-

month period.

Senate Amendment
No provision.

Conference Agreement

The conference agreement follows the

House bill, i

4. DISREGARDING OF EMERGENCY AND OTHER
IN-K1Np AssisTANCE ProviDED BY NoN-
PROFIT ORGANIZATIONS -

Present law

8SI: In-kind assistance (other than assist-
ance to meet home energy needs) that is
provided by a private nonprofit organization
to aged, blind, or disabled individuals must
genlly be counted as income under the

program.

AFDC: Under HHS rules, States have the
authority to decide whether or not to count
in-kind assistance as income under the
AFDC program. There is no provision in the
AFDC statute (other than in the case of
home energy assistance) which
provides that authority. -

House bill

88I: Effective upon enactment until Sep-

u:mber 30N 1964, any support or mainte-

ce assistance provided in-kind by a pri-
vate nonproflt organization to aged, blind,
or disabled individuals must be

basis of need for such support or mainte-
nance.

AFDC: The AFDC statute would be
amended to give States specific authority, at
their option, z%'gigewd such assistance in
determining benefits. This would be
effective upon enactment until September
30, 1984,

Senate-amendment

No provision
Conference agreement

The conference agreement follows the
House bill,

CONGRESSIONAL RECORD — HOUSE

8. Noriricarzon Reaanpiwe SSI

Health

TITLE V—-UNEMPLOYMENT
COMPENSATION (FSC) PROVISIONS
1. EXTENSION OF FEXDERAL SUPPLEMENTAL
COMPENSATION d'BC) ProGRAM

unemplo
benefits recetved by each claimant, and (b)
the State in which the claimant qualified
for or receives the benefits.

As oﬂdmnyemcted. themc program,
depending upon insured unemploy-
ment rates (IUR).' provtdod s maximum of
10, 8, or 6 additional weeks of benefits. As

owing maxim
(1) 16 weeks in States with a 13 week aver-
age insured unemployment rate (IUR) of at
lmto.olmeent:
()] liweenmsumthstmm::md
benefits

have a 18 week average IUR of at least 4.5

percent;

(4) 10 weeks in the remaining States that
have a 13 week average IUR from 3.5 per-
cent to 4.4 percent; and,

(8) 8 weeks in all other States.

The number of weeks of FSC a qualified
individual .may receive is the lesser of 65

1The Insured Unemployment Rate (IUR) is the
percentage of workers covered under the State un-
employment compensation law who are claiming
State unemployment denefits in s particular week.
The number of weeks of FEC payable in a State de-
pends upon the average IUR measured over &
moving 13 week period.
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(1) ummmtum.mmmn
6.0 percent and above;

(2) 13 weeks in States with average IUR
5.0 to 5.9 percent;

(3) 11 weeks in States with average IUR
4.8 to 4.9 percent;

(3) 10 weeks in States with average IUR
3.5 to 4.4 percent;

(5) 8 weeks in all other States.

(b) Additional FSC —Individuals

ber 30, 1083,

1, 1983 could receive up to & maximum of:

(1) 14 weeks in States: with average IUR
6.0 percent and above;

(3) 13 weeks in States with average IUR
5.0 to 5.9 percent;

(3) 10 weeks in States with average IUR
4.0 to 4.9 percent;

(4) 8 weeks in all other States.

The maximum number of weeks payable
in a State after April 1, 1983 oould be no

who exhaust FSC on or before April 1, 1883
could receive additional weeks of rsc bene-
{its up to a maximum of:
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(1) 8 weeks in States with IUR at 6.0 and
above

(2) 6 weeks in States with IUR at 5.0 to 5.9

(3)-¢ weeks in all ether States.

fc) Transidional FSC Benefits,—Individ-

maining sfter that date, could also receive
addditional weeks under (b) above. However,”
the eombimation of their remaining basic
FSC entitlement received after April 1,
1883, and the additional weels provided in
(b), canket exoeed the maximum number of
weelis of basic FSC benelfits payable in the
State, shown in (a) above.

(d) Phasaout FSC Benefits.—Individuals
who have met exhausted their FSC entitle-
ment on September 30, 1983, when the pro-
gram expires, would be eligible to receive up
to 50 percent of their remaining PSC enti-
tlement. No new claimants weuld be added
to the FBC program on or afser September
30, 1983.

fe) New Qualificution Reguirement.—
Claimants must bave worked 26 weeks or
have emmed the equivalent in wages during
their base period to qualify for FSC. This
applies only to claimants beceming eligible
for FSC on-or after April 1, 1983.

Conference agreement

fa) Basic FSC Benefits.—The conference
agreement follows the Senate amendment
with a modticstion in the provision under
which the maximum number of weeks pay-
alle in a 8tate after Aprdl 1, 1983 comid be
no more than 4 weeks less than the maxi-
mum number of weeks payable under the
F8C law in effect as of March 27, 1988.
Umsdar the modificatiom, this provision
would apply enly in those States where the
maximur aember of FSC weeks payable for '
the firsl week begimmning after March 27,
1888 or, if 1ater, the first week FSC benefits
provided under this bill are papable was
mere than 4 weeks less than the maximum
number of weeks payable under the FSC
law in effect en March 27, 1983.

(b) Additional FSC Benefits.—The confer-
ence agreement follows the House bill with
the following adjustment: 10 additional
weeks would be payable in States with aver-
age IUR at 6.0 percent and abowe; 8 addi-
tional weeks would be payable in States
with average TUR at 4.0 to 5.9 percent; and,
8 additional weeks would be payable in all
other States.

fc) Transitional FSC Benefits.—The con-
ference agreement follows the House bill,

‘fd) Phaseout FSC Benefits.—The confer-
ence agreement follows the Senate amend-
ent.

ment,.
fe) New Qualificalion Requirement.—The
conference agreement follows the House

bill.

(f) Coordination of FSC and Trade Read-
Justment Assistance.—The conference agree-
ment follows the House bill.

2. LIMITATTION ON DiSQUALIFICATION or FSC
CLAIMANTS WHO ENROLL IN TRAINING
Present law

The Federal Unemployment Tax Act pro-
vides, as a cordition for employers in a
State to reoeive the nermal FUTA tax
credit, that the State law not demy unem-
ployment compensation to otherwise eligi-
ble claimants for any week during which
they are attending a training course with
the approval of the State agemcy. Many
States frequently disapprove of training,
however. In addition, Btate laws must pro-
vide that individuals m approved training
must not be denied benefits because they
are unavailabie for work, are not actively
searching for work, or have refused suitabie
work:

House bill
No provision.

CONGRESSIONAL RECORD — HOUSE

Senate amendment

Would prohibit the denial of FSC to any
otherwise eligible claimant for any week be-
cause: (1) the claimant is attending training
or an accredited educatienal institution on a
fuil-time basis; or (2) because of State law
requirements that the claimant must be
available for work, actively searching for
werk, or must not have refused work during
the training, unless the State agency deter-
mines that the training will not improve the
claimant’s employment opportunities.

Effective upon enactment.

Conference agreement
The conference agreement follows the
Senate amendment.

3. DEFERRAL OF INTEREST PROVISION
Present law

Present law imposes interest of up to 10
percent per year on Federal unemployment
compensation loans obtained by the States
after April 1, 1982, except for “cash flow”
loans that States repay by the end of the
fiscal year in which the loans were obtained.
A State with high unemployment can defer
payment af, and extend the payment for, 75
percent of interest charges due in any year.
The States must pay one-third of the de-
ferred amount in each of the three years
following the fiscal year for which it is due.
Interest is charged on the deferred interest.
In order to qualify for this deferral and ex-
tension of the payment period, the State in-
sured unemployment rate must have
equaled or exceeded 7.5 percent during the
first 6 months of the preceding calendar
year.

Howuse bill

No provision.
Senate amendment

(a) The Senate amendment makes the
provisions imposing interest on loans to
States permanent.

(b) The amendment also allows States to
defer 80 percent of the interest due for a
fiscal year, effective for interest accrued in
fiscal years 1983, 1984, and 1985. The de-
ferred amount would be payable in 4 install-
ments in the succeeding years equal to at
least 20 percent of the original amount of
interest due: A State would be required to
meet conditions 1 and 2(A) or 2(B) below to
qualify for the deferral:

(1) no action has been taken to reduce its
tax effort or trust fund solvency; and

(2)XA) action (certified by the Secretary of
Labor) has been taken March 31, 1982
which increases revenues and decreases
benefits by a total of 25 percent in the cal-
endar year immediately following the fiscal
year for which the first deferral is request-
ed; and, deferral of interest due for the
years immediately following the year in
which the first year change is effective may
be received if changes of 35 and. 50 percent
are made; or,

(B) for taxable year 1982, total State UC
tax revenues equaled at least 2 percent of
total wages paid by employers covered
under the State UC law.

(¢) Interest will not be charged against
any interest for which payment is deferred
under current law deferral provisions or
those added by this bill and summarized in
(b) above.

(d) The amendment allows a State to
delay for up to nine months the payment of
interest due for any calendar year after
1982 during which the average total unem-
ployment rate in the State was 13.5 percent
or higher. The average total unemployment
rate for a State shall be computed using the
12 month period for which the most recent
information is avaflable prior to the month
in which the interest is due. Interest will

March 24, 1983

not be charged against interest for which
payment is delayed.

(e) The amendment allows States to re-
celve a discounted interest rate that would
be one percentage point below the interest
rate that would otherwise apply. This would
be authorized for interest accrued only for
fiscal years 1983, 1984, and 1985. It would be
available under the same conditions as the
new deferral above, except the required per-
centage changes in (2) would be higher at
50, 80, and 90 percent, respectively.

For purposes of whether a
State meets the conditions in (2) above, the
Secretary of Laber will provide an estimate
of the unemployment rate for the base year,
the calendar year in which the deferral is
requested. The level of benefits and revenue
liabilities will be determined using the State
law in effect befere passage of the legisla-
tion. The estimate of changes as a result of
new legislation will be made from the base
year in each year for which a deferral is re-
quested. Changes in State law which auto-
matically provide for increases in benefit
amounts will be considered as if they were
in effect in the base year for purposes of de-
termining the change occuring as a result of
new legislation. The Secretary of Labor may
use historical growth rates for indexed
items if appropriate. Once a deferral is ap-
proved, a State must continue to maintain
its solvency effort. Failure to do so would
result in immediate payment of all deferred
interest.

Increases in the taxable wage base from
$6,000 to $7,000 after calendar year 1982
and increases in the maximum FUTA tax
rate to 5.4 percent after calendar year 1984
will not be counted for purposes of meeting
condition (2).

States will not be penalized or rewarded if
economic events change from those used in
the base year for computing eligibility
under conditions (2).

Conference agreement

The conference agreement follows the
Senate amendment.

- 4. CAP ON CrEDIT REDUCTION
Present Law

The Federal Unemployment Tax Act
(FUTA) imposes a Federal unemployment
compensation (UC) tax on employers in all
States at a rate of 3.6 percent on a taxable
wage base of $7,000. However, employers in
States generally receive a FUTA tax credit
of 2.7 percent, resulting in a net Federal tax

"rate of 0.8 percent. States with insufficient

State unemployment compensation rev-
enues to meet State unemployment compen-
sation obligations may borrow from the
Federal Unemployment Account. If a State
defaults on its loans from the Federal ac-
count, employers in the State begin to lose
the FUTA tax credit at the rate of at least
.3 percent a year. For example, because of
overdue Federal UC loans, sixteen States
are experiencing a reduction in the 2.7
credit for tax year 1982, :

SBpecifically, if a Federal UC loan is not
entirely repaid by the State by the second
January 1 after the State receives the loan
and remains unpaid on the following No-
vember 10 of that year, the FUTA tax credit
applicable for that year for the State’s em-
ployers is reduced by .3 percent. For each
succeeding year in which the loan remains
outstanding, the reduction is at least an ad-
ditional .3 percent (ie. .6, .9, 1.2 percent,
etc.). Additional offset credit reductions
may apply to a State beginning in the
second year of repayment if certain criteria
are not met. Under legislation enacted in
the 1970’s, credit reductions were not im-
posed from 1975-1980 for States satisfying
specific requirements.
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two in loan pagment eonxdi-
tions, effective from January 1, 1981 t6 De-
cember 31, 198%: (1) interest of up t0 A0 per-
cent is chargsd on loans made after Aprfl 1,
1982 (except those made for “oaih flow”
purposes and by the end of the fiscal
year In which 3 ®»

1) thenetnlvencyotmmmm
not diminished (effective for. taxable years
1981-1987);

(2) there have been no decreases in its un-
employment tax effort (effective for taxable
years 1981-1987);

(3) its average tax rate for the calendar
year equals or exceeds its average Denefit
cost rate for the prlor five years Caffective
for taxable

(4) the ou
tember 30 of the tax year in question is
greater than on the third preceding hnbk
year (effective for taxable years 1983-1887
the comparable year for taxable year 1983,
however, is 1981). ‘
House bl

No provision,

Senate amendment ~

(a) Makes the credit reduction cap provi-
sions in present law permanent.

(b) A State would stil} be required to meet
all four conditions in present law $o qualify
for the fuil credit reductiom cap. Tle
amendment would, however, provide twe
lower annual credit reductions, if a State
does not qualify for the total cap:

(1) If a State meets the first twe present
law credit reductisn cl‘:‘ eonditions « and

reduped

by 0.1 percentage points from what it would
have been if the Stat.e had not qualified for
a cap; and

(2) I a State meets the first two credit re-
duction cap conditions and qualifies for the
interent deferral as a result of substantial
changes in its unemployment eompu-uon
law, the annual credit reduction wouald
reducedbu.ﬂpueenmemkomwhat
it would have, been if the State had not
qualified for a éap. A substantial change is
action (certified by the Secretary of Labor)
taken after March 31, 1982 which increases
revenues and decreases bensfits by a total of
25 percent in the calendar year immmediately
following the fiscal year for which the first
interest deferral is requested. Deferral of in-
terest due for the years immediately follow-
ing the year in which the first year change
- is effective may be received {f changes of 35

mdSOpereentl.remn.de

The lower credit reductions would be au-
thorived only for taxable yesrs 1983,

labilities. Credits

o The Jenuaty 1st of each year for which &
for a pertial Mmitation on
theeﬂutcndltnedumonwmbeunnm

g

calculated as the product of 2.7 percent amd

the ratio of the Federal taxable wage

($7,000) and the estimated United stlm
in covered

Requires payment of interest before the
first day of the next fiscal yeax. .

Effective on date of enactment.
Confeence agreement

The conference agreement follows the
Senate amendment.

7. PENALTY FOR FarLvaz To Pnr INTEREST
Present law

If & State does not pay interest when it is
due, there are no provisions in firesent law
through which the Federal government ean

penﬂlzetheSt:tooreﬁfmtheeoﬂecﬁon' '

of interest charges.
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withheld and (b)mms
compensation program will
certification, which witt Innhveu
in the State losing eligibllity for the credit
Federal us tax.

benafits academie years or terms to
Muﬂnm%s .
sssurance: ol seturning $o in the next
acadenic or term.. 'A gives the
States the option of applying the same
denial of benefits to nonprofes-
sional employees of institutions.
House bill - i

No provision.
Senate amendment

L
weekly benefit amount Gefore he ean quali-

Permits States to determine  weekly cligt-
bility based on: avallability for work for
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claimants of Extended Benefits and FSC
who are serving on jury duty or are hospi-
talized for treatment of an emergency or
life-threatening condition. A State must
treat these individuals in accordance with
their own State unemployment compensa-
tion law. .
Effective upon enactment. .
Conference agreement
The conference agreement follows the
Senate amendment.
10. OrrioN ror VOLUNTARY HEALTH INSUR-
ANCE DrepucrioN FroM UNEMPLOYMENT
BENEFITS

Present law

Section 3304(a)4) of the Federal Unem-
ployment Tax Act prohibits States from
withdrawing money from the  State unem-
ployment trust fund for anything except
the payment of unemployment compensa-
tion benefits or to refund certain taxes erro-
neously paid by employers.

Howuse bill

Provides States the option of deducting an
amount from the unemployment compensa-
tion benefits otherwise payable to an indi-
vidual and using the amount deducted to
pay for health insurance, if the individual
elects to have such a deduction made from
his benefits.

Senate amendment
No provision.

Conference agreement
The Conference agreement follows the

House bill, '

11. TREATMENT OF CERTAIN ORGANIZATIONS
WHO WERE RETROACTIVELY GRANTED
501(cX3) StaTUS

Present law
Unemployment insurance coverage as ex-

tended to employees of certain nonprofit or-

ganizatiens in 1970 and then extended to
employees of generally all nonprofit organi-

zations in 1976.

Under the 1970 and 1976 amendments,
nonprofit organizations were given the
option of financing unemployment benefits
paid to their former employees through the
State unemployment payroll tax system
that applies to private employers (contribu-
tion method) or by retroactively reimburs-
ing the State trust fund for the amount of
benefits paid to their former employees (re-
imbursement method).

Nonprofit employers who had voluntarily
covered their employees prior to the 1970 or
1976 amendments and financed benefit costs
by the contribution method, and after en-
actment of the 1970 or 1976 amendments
chose to switch to the reimbursement
method of financing, were permitted to
apply any accumulated balance in their ac-
counts toward costs incurred in the future
and paid for on a reimbursement basis. The
authority to make such a transfer, however,
was available for a limited .period of time
that expired shortly after enactment of the
1976 and 1970 amendments.

House bill

Allows a nonprofit organization that
elects to switch from the contribution to the
reimbursement method of financing unem-
ployment benefits to apply any accumulated
balance in its State unemployment account
to costs incurred after it switches to the re-
imbursement method, under the following
conditions: -

(1) the organization did not elect to switch
to the reimbursement method under prior
authority because during these periods the
organization was treated as a 501(c)(4) orga-
nization by the IRS, but the organization
has been subsequently determined by the
IRS to be a 501(cX3) organization; and,
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(2) the organization elects to switch to the
reimbursement method before the earlier of
18 months after such election was first
available.to it under State law or January 1,

.

Senate amendments
No provision.
Conference agreement

The conference agreement follows the
House bill.

12. WAIVER OF PENALTY TAX ON WITHDRAW-
ALS FROM INDIVIDUAL RETIREMENT Ac-
COUNTS (IRA’S) BY CERTAIN UNEMPLOYED
WORKERS

Present law

An individual generally is subject to a pen-
alty tax equal to 10 percent of any distribu-
tion from an individual retirement account
(IRA) to the individual for whose benefit
the IRA was established if the individual is
less than age 59% when the distribution is
made. However, the penalty tax does not
apply if the distribution is attributable to
the individual’s becoming permanently and
totally disabled.

House bill
No provision.
Senate amendment

The 10 percent penalty tax would not
apply in the case of distributions from an
IRA to an iIndividual who has at least 20
quarters of coverage under social security,
and who has received, within the preceding
12-month period, regular unemployment
compensation under State law, and has ex-
hausted all rights to such compensation in
his most recent benefit year. The amend-
ment would apply to withdrawals after the
date of enactment.

Conference agreement

The conference agreement follows the
House bill.

13. REEMPLOYMENT VOUCHERS
Present law
No provision.
House bill
No provision.
Senate amendment

Would permit claimants of Federal Sup-
plemental Compensation (FSC) to offer a
voucher equal to 75 percent of their maxi-
mum potential F'SC benefits to prospective
employers in lieu of FSC benefits no later
than one month after they become eligible
for F'SC. If the employer hires the claimant,
the State agency will certify the employer’s
use of the following portions of the vouch-
er's face value in payment of Federal em-
ployment taxes (FUTA and FICA): (1) 25
percent within the first month of employ-
ment; (2) 25 percent in each of the the next
groups of three months of employment. If a
claimant cannot use the voucher or only
uses a portion, he would receive the balance
of his maximum potential FSC benefits, re-
duced by the payments made to employer or
the amount of FSC he would have received
for the period.

The employer must certify that the em-
ployment under the voucher meets the fol-
lowing conditions: (1) the employee will be
employed for an average of at least 30 hours
per week during the payment period; (2) dis-
placement of current employees, including
reduced non-overtime hours, will not occur;
and (3) the employee will not be hired to fill
a vacancy created by laying off or terminat-
ing a regular employee.

Also, no “payment” may be made to 8
claimant’s base year employer.

Effective upon enactment.

March 24, 1983

Conference agreement ‘

The conference agreement follows the
House bill.

TITLE V1. PROSPECTIVE PAYMENTS
FOR MEDICARE INPATIENT HOSPI-
TAL SERVICES

1. PROSPECTIVE PAYMENT AMOUNT

Present law ’
Under present law, medicare payment

amounts are retrospectively determined

based upon a hospital’s reasonable costs,
subject to the limits established by TEFRA.

Certain reimbursement limits are applied to

(1) hospital inpatient operating costs (“sec-

tion 223” limits) and (2) the rate of increase

in inpatient operating costs (this limit ex-

pires after fiscal year 1985).

House bill
Under the House bill, the Secretary would

be required to determine prospectively a

payment amount for each hospital dis-

charge. Hospital cases (discharges) would be
classified into ‘“‘diagnosis related groups”

(DRG's).

Senate amendment
Same as the House bill.

2. DRG RATES
A. SEPARATE RATES

Present law
No provision,

House bill
Under the House bill, separate payment

rates would apply to urban and rural areas

in each of the 9 census divisions (the 50

States and the District of Columbia).

Senate amendment
Under the Senate amendment, separate

payment rates would apply to urban and

rural areas in each of the 4 census regions

(the 50 States and the District of Colum-

bia).

Conference agreement
The conference agreement follows the

House bill.

B. TERMINATION OF REGIONAL ADJUSTMENTS
Present law

No provision.

House bill
Under the house bill, regional adjust-

ments (i.e., by census divisions) would no

longer apply after the fourth year of the
program.

Senate amendment
Under the Senate amendment, regional

adjustments (i.e., by census regions) would

no longer apply after the third year of the
program.

Conference agreement
The conference agreement follows the

Senate amendment as it applies to the 9

census divisions.

3. EFFECTIVE DATE/TRANSITION
A. PHASE-IN PERIOD

Present law .

Under present law, the section 223 limits
are authorized indefinitely; the rate of in-
crease limits will not apply to hospital cost
reporting periods beginning on or after Oc-
tober 1, 1985.

House bill

Under the House bill, implementation of
the new prospective payment system would
be phased in over a 3-year period, starting
with each hospital’s first cost reporting
period beginning on or after October 1,
1983. During year one, 25% of the payment
would be based on regional DRG rates; 75%
of the the payment would be based on each
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provision, exeept that during year one, 25%
of the payment would be based on a combi-
nation of national and regional DRG rates
(26% netional, Y9% regioani) 79% would be
. based on each hospital’s cost base. In yeur
two, 50% of the payment would be hased on
a combination of national and regional
DRG rates (30% each); 50% would be based
wmmmm,.lgnm.

the payment ild be deterinimed under
the national payment methodalogy.
A CAMITSATRON OF COSE-BASED BORSION OF
PAYMENT .
Present law e
No provision.
Houwse ¥l

erating Miﬂh’ﬂd‘“tue
would have bess paiti ¥ the hespital had

prior to ssatroporting wequire-
ments. Many States use (e medicald cest
seports for purposes: of relmbuseessent

Under present law, an adj A
Bureau of Labor Statistics data for hospial
wages, is used under currest asstien 323
limita to adjust for area differenees in hos-
ptguwwelevell.

;

Under the House bill, DRG rales would be
g for area diffesenars in hospital
wage lovels compaved to the mational aver
age hospital wage level. )

|

poin
would be
achieve budget neutrality in relationship
the reimbursemeént levels that woull hve
applied under the TEFRA legisimtion.
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Under present law, secwices provided to
medicare beneficiaries who are inpatients of
s hospital are ordinasfly Billad under part A
and reimbursed on s remsigiable tost basis.
However, ssme payments for certain non-
physician sesvicss rendered be inpatients are
billed by suppliers of services uider part B
on a reasonable charge basis.

Houase ¥ill e

Under the House bill, affestive October 1,

1983, all non-physiciun: sesviaes provided in

th mx:mw i
ese or

ments in the DRO pag? -aa\es, for hos-
pitals which can coatiaie to the Secve-
tary that their practices to Octaber 1,
1982, were such . were ex-
tensively billed wnder part B,
Such hespitals could W the

) e patmitted,
Secretary, to sontinus sueds billing arrange-
ments during the transition peried for phas-
ing-in the prospective payment system.

he:::n:‘unoweddlrect“‘: past B 30
oly that qamapliance with
such resirictions wenld. the , the

Iy ef patlent care, The & epuld
allow eoritinued peymietd of part B bilings
as long as ke or she sukg . deducted
the total amount for these trem. the
payments made under prospective

system to the hospital ¥ | & walver is
granted, the Secretdry, st the end of the
methods

Under the House bill, the provision in
present law would be repealed.

Senade emendwmont
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result of being required to enter the Social
Security system, by adjusting base costs for
individual hospitals and by adjusting the
DRG prospective rates to include these ad-
ditional costs.
Conference agreement
The conference agreement follows the
Senate amengdment.
6. ANNUAL UPDATES
A. ANNUAL INCREASE
Present law
Under present law, the rate of increase
limits are updated by the increase in a mar-
ketbasket of goods and services purchased
by hospitals, plus I percentage point.
House bill

Under the House bill, for fiscal year 1985,

payment amounts from the previous fiscal
year would be increased by the marketbas-
ket, plus 1 percentage point. There would be
an overall budget limitation to maintain
budget neutrality for fiscal year 1985.
Senate amendment

Same as the House bill.

B. SECRETARY'S DETERMINATION OF ANNUAL

. INCREASE FACTOR

Present law :

No provision.
House bill

Under the House bill, taking into consider-
ation the recommendations of the panel,
the Secretary must determine, for each
fiscal year beginning with fiscal year 1986,
the appropriate increase factor.
Senate amendment

‘Under the Senate amendment, taking into
consideration the recommendations of the
commission, the Secretary must determine,
for each fiscal year beginning with fiscal
year 1986, the increase factor, such factor
must assure adequate compensation for the
efficient and effective delivery of medically
appropriate and necessary care of high qual-
ity.
Conference agreement

The conference agreement follows the
Senate amendment with a modification
which requires that the Secretary, in deter-
mining the increase factor, must ake into
account amounts necessary for the efficient
and effective

C. PUBLICATION OF SECRETARY’S

DETERMINATION
Present law
No provision.
House bill

Under the House bill, the Secretary must
publish in the Federal Register (1) not later
than the June 1 before each fiscal year be-
ginning with fiscal year 1986, his or her de-
termination of the proposed increase factor
and (2) not later than the September 1
before such fiscal year, his or her final de-
termination of the increase factor. The Sec-
retary must include in the publication due
by June 1 the report of the panel’s recom-
mendations for that fiscal year.

Senate amendment

Same as the House bill.

D. EXPERT PANEL/COMMISSION'S

DETERMINATION OF ANNUAL INCREASE FACTOR
Present law

No provision.

House bill .

The House bill requires the Secretary to
appoint a panel of independent experts to
review the increase factor and make recom-
mendations to the Secretary on the appro-
priate percentage increase for fiscal years
beginning with fiscal year 1986. The panel
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must take into account changes in the mar-
ketbasket, hospital productivity, technologi-
cal and scientific advances, quality of care,
and utilization of relatively costly, though
effective, methods of care.
Senate amendment

The Senate amendment contains a similar
provision, except the review of the increase
factor and recommendations to the Secre-
tary would be conducted by a commission
selected by the Office of Technology Assess-
ment, and would begin with fiscal year 1986.

Conference agreement

The conference agreement follows the
Senate amendment.

E. EXPERT PANEL/COMMISSION’S REPORT ON
ANNUAL INCREASE FACTOR

Present law
No provision.
House bill

Under the House biu the panel must
report its recommendations on the increase
factor to the Secretary not later than May 1
before the beginning of each fiscal year, be-
ginning with fiscal year 1986.

Senate amendment

Under the Senate amendment, the com-
mission must report its recommendations on
the increase factor to the Secretary not
later than April 1 before the beginning of
each fiscal year, beginning with fiscal year
1986.

Conference agreement

The conference agreement follows the
Senate amendment.

7. RECALIBRATION OF DRG’s

A. SECRETARY’S DETERMINATION OF DRG
RECALIBRATION

Present law

No provision.
House bill

Under the House bill, the Secretary wounld
be required to establish (and would be per-
mitted from time to time to make changes
in) a system of classification of inpatient
hospital discharges by DRGs and a method-
ology for classifying specific hospital dis-
charges within the DRGs. For each DRG,
the Secretary would be required to assign
(and would be permitted from time to time
to recompute) an appropriate weighting
factor which reflects the relative hospital
resources used for discharges classified
within that DRG compared to resources
gsed for discharges -classified in other

RGs.

Senate amendment

The Senate amendment contains a similar
provision except the Secretary would be re-
quired to adjust the classifications and
weighting factors at least once every 3 years
to reflect changes in treatment patterns,
technology, and other factors which may
change the relative use of hospital re-
sources,

Conference agreement

The conference agreement follows the
Senate amendment with a modification re-
quiring the Secretary to adjust the DRG
classifications and weighting factors for
fiscal year 1986 and subsequently, as neces-
sary, but no less often than once every four
years.

B. EXCEPT COMMISSION'S DETERMINATION OF

DRG RECALIBRATION .
Present law
No provision.
House bill

No provision,
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Senate amendment

Under the Senate amendment, the com-
mission would be required to consult with,
and make recommendations to, the Secre-
tary with respect to changes in the DRGs,
based on its evaluation of scientific evidence
with respect to new practices, including the
use of new technologies and treatment mo-
dalities. The commission must report to
Congress its evaluation of any adjustments
to the DRGs made by the Secretary.
Conference agreement

The conference agreement follows the

Senate amendment.
8. ATYPICAL CASES/OUTLIERS
A. BASIS FOR OUTLIER PAYMENTS

Present law

No provision.
House bill

Under the House bill, the Secretary would
be required to make additional payments
where the length of stay for any case in a
DRG exceeds, by more than 30 days, the
average length of stay for cases within the
same DRG. In addition, if a case has some
other unusual length of stay or unusual
cost, the Secretary could provide additional
payment amounts,
Senate amendment

Under the Senate amendment, the Secre-
tary would be required to make additional
payments where (1) the length of stay ex-
ceeds the mean length of stay by some fixed
number of days or (2) by a certain number
of standard deviations, whichever is less.
Hospitals would be permitted to appeal for
additional payments for cases where
charges adjusted to costs are equal to or
greater than some multiple of the DRG
rates or some dollar criterion, whichever is
greater.
Conference agreement

The conference agreement follows the
Senate amendment. The managers are
equally concerned that adjustments may be
required for cases which have an unusually
short length of stay or which are signifi-
cantly less costly than the DRG payment.
The Secretary would be required to report
on this with recommendations on how to ad-
dress this issue.

B. PAYMENT LEVELS FOR OUTLIER CASES

Present law

No provision.
House bill

Under the House bill, the additional pay-
ment amounts per case would be determined
by the Secretary.
Senate amendment

Under the Senate amendment, the
amount of additional payments would be de-
termined by the Secretary and approximate
the marginal cost of care beyond the outlier
cut-off criteria (days or dollar amounts).
Conference agreement

The conference agreement follows the
Senate amendment.

C. TOTAL PROPORTION OF OUTLIER PAYMENTS
Present law

No provision.
House bill

Under the House bill, the Secretary would
be required to provide additional payments
for outlier cases amounting to not less than
4 percent of total DRG related payments.
Senate amendment

Under the Senate amendment, the Secre-
tary would be required to provide additional
payments for outlier cases amounting to not
less than 5 percent, and not more than 6
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percent, of total projected or estimated
DRGQ related payments.
Conference agreement

The conference agreement 1ollows the
Senate amendment.,

9. CAPITAL Exrmm
A. CAPITAL IN GENERAL
Present law

Under present law, medicare reimburses
hospitals for the reasonable costs of capital
(including depreciation, interest and rent).

House dill

Under the House bill, capital expenses, as
defined by the Secretary, would be specifi-
cally excluded from the prospective pay-

ment proposal and would continue to be re-.

imbursed on a reasonable cost basis.
Senate amendment

Under the Senate amendment, capital ex-
penses, as defined by the Secretary, would
be specifically excluded from the prospec-
tive payment system until October 1, 1986,
during which time they would continue to
be reimbursed on a reasonable cost basis.
After October 1, 1986, such expenses would
no longer be excluded.

Conference agreement

The conference agreement follows the
Senate amendment. The managers intend
that capital, as defined by the Secretary, in-
cludes return on equity. The managers also
note that the Secretary is required to com-
plete, within 18 months, a thorough review
of the methods by which capital, including
return on equity, can be incorporated into
the prospective payment system. Based on
this study, the Secretary shall develop, in
consultation with the Senate Committee on
Finance and the Committee on Ways and
Means of the House of Representatives, pro-
posals for legislation which would provide
for the inclusion of capital-related costs in
prospective payment. The managers expect
that additional legislation will be enacted by
Congress to deal with capital-related issues
under - the prospective payment system
before October 1, 1986. However, if the Sec-
retary has implemented a system of pros-
pective payment for capital without legisla-
tive action and the mandatory section 1122
capital planning approval provision has
gone into effect, the conferees intend that
the Secretary will adjust the prospective
payment for capital to reflect a disapproval
project under section 1123.

B. RETURN ON EQUITY
Present law

Under present law, medicare reimburses
proprietary institutions a return on equity.

House bill

The House bill provides for the phase-out
of return on equity for hospitals under the
prospective payment system over the three-
year transition period during which the
cost-based payment is being phased out
(75% in the first year, 50% in the second
year and 256% in the third year). No pay-
ment for a return on equity would be made
for cost reporting periods on or
after October 1, 1986,

Senate amendment

No provision.
Conference agreement

Under the conference agreement, eftective
with respect to cost reporting periods begin-
ning on or after the date of enactment, the
rate of return on equity will be reduced
from one and one-half times to an amount
equal to the rate of interest paid by the
Federal Treasury on the assets of the Hospi-
tal Insurence Trust Fund.
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©. NEW CAPITAL
Present law
No provision.
House bill

The House bill expresses the intent of
Congress that, in implementing a system for
including capital related costs under a pros-
pective payment system, costs related to
capital projects initiated on or after March
1, 1983, may be distinguished and treated
differently from projects initiated before
such date.

Senate amendment

The Senate amendment expresses the
intent of Congress that, in implementing a
system for including capital-related costs
under a prospective payment system, costs
related to capital projects initiated on or
after the effective date bf the implementa-
tion. of such system may or may not be dis-
tinguished and treated differently from
projects initiated before such date.
Conference agreement

The conference agreement follows the
Senate amendment. The managers believe
no assurances can be given that, under a
new system of paying for capital, projects
obligated (as defined by under
section 1122) after the date of enactment of
this legislation will continue to be paid on a
reasonable cost basis,

D. SECTION 1123 CAPITAL APPROVAL
Present law

Under present law, the Seeretary is au-
thorized to exclude from reimbursement to
providers certain costs related to capital ex-
penditures that have been disapproved by a
section 1122 planning agency.
House bill

Under the House bill, at the end of 3
years, medicare would not make payment
for a new capital project unless the State
had a section 1122 capital approval process
and the capital expenditures had been rec-
ommended by the State under such mecha-

Senate amendment

The Senate amendment changes for cost
reporting periods prior to October 1, 1986:
(1) the financing of reviews of capital proj-
ects from the Hospital Insurance Trust
Fund to general revenues; (2) increases the
amount of capital projects that is subject to
the 1122 approval process from $100,000 to
$600,000; (3) exempts from the review proc-
ess expenditures made by or on behalf of a
health care facility where 75 percent of-the
patients using the services of such facility
are enrollees in HMO's or CMP’s and such
expenditures are for services and facilities
needed by such organization to operate effi-
ciently; and (4) requires hospitals to make
their overall expenditure plans and capital
budgets available to secuon 1122 agencies.
Conference agreement

The conference agreement follows the
provision in the House bill with the follow-
ing modification: the requirement that
medicare payment for new capital projects
be conditional on section 1122 approval
would be effective October 1, 1986, only if
no legislation were enacted by that date
which includes capital-related costs in the
prospective reimbursement system. In addi-
tion, effective upon enactment: (1) the fi-
nancing of reviews of capital projects would

be made from general revenues; (2) the.

maximum threshold a State may use for de-
termining which capital projects are subject
to the section 1122 review progress would be
increased from $100,000 to $600,000; States
would be permitted to set a lower threshold;
(3) in order for a health care facility, where
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75 percent of the patients are HMO or CMP
enrollers, to be exempt from the section
1122 review process because needed servicés
and facilities are not otherwise readily ac-
cessible, the organization must establish
that one of the following five eonditions is
met:

(a) the facilities are geographically dis-
persed

(b) tﬁe facilities are not available under a
contract of reasonable duration

(c) full and equal medical staff privileges
are not available

(d) the arrangements are not administra-
tively feasible, or

(3) the services are more costly than if
provided by the HMO or CMP; and

(4) hospitals would be required to make
their overall expenditure plans and capital
budgets avallable to the section 11322 or
other appropriate agency.

10. Mxp1cAL EDUCATION EXPENSES
A. DIRECT COST

Present law

Under present law, medicare reimburses
direct medical education expenses, such as
the salaries of interns and residents in ap-
proved education programs, on the basis of
reasonable cost.
House bill

Under the House bill, direct medical ex-
penses for approved educational programs
would be specifically excluded from pay-
ment determinations under the prospective
payment system and would be paid on the
basis of reasonable cost.

Senate amendment

Same as the House bill.

B. INDIRECT COST
Present law

Under present law, the section 223 limits
provide an adjustment to recognise individu-
al hospital differences in indirect costs due
to approved teaching activities.

House bill

Under the House bill, the Secretary is re-
quired to provide additional payment
amounts under the prospective payment
system for hospitals with indirect costs of
medical education. The adjustment for such
payment amounts would equal twice the
section 223 adjustment, provided under reg-
ulations, in effect as of Jan. 1, 1983, for such
costs.

Senate amendment

Same as the House bill.

11. EXXMPTIONS, EXCRPTIONS, AND
ADJUSTMENTS

A, anmmnosmmm
HOSPITAL UNITS

Present law
No provision.
House bill

Under the House bill, hospitals or units of
hospitals exempted from the prospective
payment system would be subject to the sec-
tion 223 limits (until hospital cost reporting
periods beginning on or after October 1,
1985) and the rate of increase limits applica-
ble under current law,

Senate amendment

The Senate amendment contains a similar
provision, except the section 223 limits
would no longer apply for hospital cost re-
porting periods beginning on or a!ter Octo-
ber 1, 1983.

Conference agreement

The conference agreement follows the
Senate amendment.
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B. PSYCHEATRIC, MONG-TERM CARE, AND
CHILBREN'S ROSPINMLS

Present law

‘Under preserit law, section 223 limits do
not apply to children’s hospitals, long-term
care hospitals or to rural hospitals with less
than 50 beds. In addition, the Secretary is
required to provide exemptions, exceptions,
and adjustments to the section 223 limits as
he or she deems approprinte to tale into ac-
count the special needs of psychiatric hospi-

House bill

Under the House bill, psychiatric, long-
term care, children’s and rehabilitation hos-
pitals would be specifically exempted from
the prosgpective payment system. Upon re-
quest of a hospital, rehabilitation and psy-
chiatric units which are distinct parts of
acute-care hospitals would =lso be specifical-
ly exempted.

Senate amendment

The Senate amendment ¢omtains a similar
provision, except (1) hospitals would not
have to- request exemptions for distinct
parts of rehabilitation or psychiatric units
and (2) exemptions of any such hospitals or
hospital units would no longer apply when
the Secretary determines that adequate
data of clinical and statistical significance is
available to include these institutions and
umits under the prospective paym
aystem. .
Conference agreement

The conference agreement follows the
provision in the House bill with a modifica-
tion that deletes the provision which condi-
tions granting of an exemption on the re-
ceipt by the Secretary of a request from a
hospital.

C. SOLE COMMUNITY HOSPITALS

1. Payments
Presant law

Under present law, the Secretary is re-
quired to provide exemptions, exceptions,
and adjustments to the section 223 limits as
he or she deems approprite to take into ac-
count the special needs of sole community
hospitals.
House bR

Under the House bill, the Secretary would
be authoriged to provide exceptions and ad-
justments to take inte account the special
needs of sole community hospitals.

Senate amendment

Under the Senate amendment, payments
to sole community hospitals for hospital
cost reporting periods ‘beginning on or after
October 1, 1883, would be on the same basis,
as payments to -all other providers in the
first year of the transition period: 25% of
the payment weuld be based on a blend of
national and regional DRG rates (25% na-
tional, 75% regional); 75% would be based
on each hospital’s own cost base. In ne case
would total medicare payments in thiose cost
reporting years beginning on or after Qcte-
ber 1, 1983, and before Qctober 1, 1986, be
less than tire payments made in the preced-
ing year.

Conference agreement

The conference agreement follows the
provision in the Senate bill with meditica-
tions: (1) Conforms the basis of payment to
the first year blend of payment rates appli-
cable to other hospitals agreed to by the
conferees (ttem 3a); and (2) here a sole com-
munity hospital experiences a change of
more than § percent in its totajswolume over
a previous year, due to circumstarnces
beyond its control, the Secretary would be
reguired to provide an adjustment to fully
compensate the hospital for the fixed costs
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it incurs and for the reasonable cost of
maintenance of core staff and services.

Present law
No provision.
House bill
Under the House bill, “sole community

hospitals” are defined as those that, by -

reason of factors such as isolated location or
absence of other hosgpitals (as determined
by the Becretary), is the sole source of impa-
tient hospital services reasonably available
in a geographical area to part A medicare
beneficiaries.

Senate amendment

. The Senate amendment contains & similar

provisien, except includes weather and
travel conditions in the list of factors defin-
ing a.sole community hospital.

Cenference agreement

The comference agreement fellows the

Senate amendment.
D. PUBLIC AND OTHER HOSFITALS

Present law

Under present law, the Secretary is re-
quired te provide exemptions, exeeptions,
and sdjustments to the section 223 limits as
he or she deems appropriate to take iro ac-
count the special needs of public and other
heospitals that serwe a disproportionate
number of low income or part A medicare
beneficiaries.
House till

Under the House bill, the Secretary would
be reguired to provide exceptions and ad-
Jjustments, as he or she deems apprepriate,
to take into account the special needs of
public or other hospitals that serve a dispro-
portionately large number of low-income or
part A medicare beneficiaries.
Senate amendment

"The Senate amendment contains a similar
provision, except also applies to regional
and national referral centers (including very
large acute care hospitals in rural areas).
Conference agreement

The conference agreement follows the
Senate amendment.

E. OTHER PROVIDERS

Present law

DUnder present law, the Secretary is re-
quired to provide exemptions, exeeptions,
and adjustments to the “section 228” and
the rate of increase limits as he or she
deems appropriate $o take into aceount the
special needs of new hospitals, risk-based
health maintenance organizations, hespitals
providing utypical or essential services and
to take wmecoumt of extraordinary circum-
stances beyond a hespital’s control;’ and for
other purposes.
House bill

Under the House bill, the Secretary is re-
quired to provide, by regulation, for such
exceptions and adjustments as he or she
deems appropriate (including those that
may be appropriate with respect to public
and teaching hospitals and hospitals in-
valved extensively in treatment for, and re-
search on, cancer.)
Senate amendment

No provision.
Conference agreement

The eonference agreement follows the
provision in the Heuse bill with & modifica-
tion which deletes the requirement with re-
spect to public and teaching hospitals. The
carferees wish $0 make it clear that this au-

" thority pexmits the Secretary to provide for

such exceptions and adjustments as may be
appropriate with respect to hoapitals experi-
encing special problems because of their lo-
cation in a particular census division.
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F. ALASKA AND HAWAII

Present law

Under regulation, special adjustments are
provided to the section 223 limits for hospi-
tals in Alaska and Hawaii.
House bill

Under the House bill, the Secretary is au-
thorized to provide adjustments to the DRG
payment amounts as he or she deems appro-
priate to take into account the unigwe cir-
cumstances of hospitals located in Alaska
and Hawali. .
Senate amendment

Same as the House bill.
HOSPITALS IN TERRITORIES, INCLUDING PUERTO

RICO

Present laq

No provision.
House bill

The House bill exempts from the prospec-
tive payment system hospitals located out-
side the fifty States or the District of Co-

lumbia (eg., the territories, imcluding
Puerto Rico).
Senate amendment

Same as the House bill. (Bee study sec-
tion.)

12, ADMISESIONS AND QUALITY REVIEW

A. CONTRACTS WITHE PROFESSIONAL REVIEW
ORGANIZATIONS

Present law

Present law (title XI of the Social Secu-
rity Act) reguires the Secretary to enter
into contracts for utilization and quality
cantrol peer review with professional review
organizations (PRQs) or other review orga-
nizations, including medicare intermediaries
(subject to certain conditions and limita-
tions).

House bill

Under the -House bill, effective October 1,
1884, as a condition for receipt of medicare
paymenss, & hospital receiving payments ac-
cording $o the prospective DIRG rates would
be required to contract with a peer review
organization, in the area, designated by the
Secretary under Title XI for the review of
admissions, discharges, and quality of care
with respect to medicare hospital inpatient
services. The 12-month waiting period for
internvediaries to qualify as review organiza-
tions as specified in present Jaw would begin
on the date the Secretary emters inte con-
tracts or on October 1, 1983, whichever is .
earlier,

Senate amendment

Under the Senate amendment, hospitals
receiving payments under the prospective
payment system would be required to enter
into an agreement with a peer review orga-
nization (if such as organization has a con-
tract with the Secretary under title XI for
the area in which the hospital is located).
The purpose of this contract is to provide
for the review of the validity of the disgnos-
tic information provided by such hospitals,
the completeness and adequacy of the care
provided, the appropriateness of admissions,
and the appropriateness of care provided to
patients designated by the hospitals as out-
liers. These reviews would be covered as a
hospital cost of care under part A but the
PRO would be paid by the Secretary on
behalf of the hospital on the basis of a rate
per review established by the Secretary.
The amount expended will be no kess than
an amount which reflects the rates per
review established in fiscal year 1982 for
bath direct and administrative costs, adjust-
ed for imfiasion, and will be expended from
thre trust fund and not subject to appropri-
ations.
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Conference agreement 13. PAYMENTS TO BMO’lm CMPF’s that States must provide for a prohibition
The conference agreement follows the Presentlaw on payments under part B for nonphysician

Senate smendment with modifications, _(Current law provides that heaith mainte. 8ervices provided to inpatienta.

Under the agreement, (1) hospitals receiving ce organizations (HMO's) and competi- Conference agreement

payments under the prospective payment
system would be required from the date of
enactment through September 30, 1988, to
contract with a professional review organi-
gation (PRO), if there is & PRO In the area
which has ocontracted with the Secretary
under title XI: (2) such hospitals would be

would not receive payment); (3) the 12-
termediaries to

[~

(5) the amount expended for
poses must alsp be no less than an’
equal to the total expenditures made
1982 for review costs adjusted for inflation.
B. MONITORING SYSTEM ESTABLISHED BY THE
SECRETARY
Present law
No provision.,
House dill
Under the House bill, the Secretary would
be required to establish a system for moni-
toring admissions and discharges of both

other medical review authority, to review
admissions and discharge practices and
quality of care.

Senate amendment

No provision.

The conference agreement strikes the pro-
vision in the House bill but modifies the
review requirements of professional review
organizations (PROs) to include review of
patterns admissions and discharges and
quality of care of hospitals receiving medi-
care payments.

C. PENALTIES FOR vmocnnnu PRACTICES
Present law

No provision,

House bill :

Under the House bill, the Secretary would
be authorized to take corrective action
where hospitals, paid according to the pros-
pective rates or on a cost basis, were deter-
mined to be engaged in unacceptable admis-
sions, medical, or other practices. The Sec-
retary would be permitted to disallow part
or all of the medicare payment with respect
to an unnecessary or multiple admissions, or
to require hospitals to take other corrective
action necessary where a provider was deter-
mined to have engaged in such practices,
Senate amendment

No provision.

Conference agreement

The - conference ureement follows the
provision in the House bill with a modifica-
tion which authorizes the Secretary to take
such corrective action based on the findings
of the PRO.

tive medical plans (CMP’s) may be reim-
bursed eithier on- the basis of reasonable
costs or under a risk-based contract, & pay-
ment equal to 95% of the adjusted average
per capita cost (AAPCC) for medicare en-
rollees in the HMO's area.

House ill

Under the House bill, the proposal would
permit, at its election, an HMO or a CMP
that receives medicare payments on a risk
basis to choose to have the Secretary direct-
ly pay hospitals for inpatient hospital serv-
ices furnished to medicare enroliees of the
HMO or CMP. The payment amount would
be at the DRG rate (or on the basis of rea-
-onableeoot.uwpueuble)mdwuldbede-
ducted medicare payments to the
HMO or CHP
Senate amendment

Similar provision,

Conference agreement

The conference agreement follows the
provision in the House bill with &
amendment.

14, StatE Co8T CONTROL SYSTEMS

A. AUTHORITY UNDER PRE-TEFRA LEGISLATION
Present law .

Under present law, the Secretary has au-
thority to establish medicare demonstration
projects. There are currently four State-
wide medicare demonstrations (MD, NJ,
NY, and MA) and one area-wide (Rochester,
NY) demonstration.

House bill

Under the House bill, the Secretary would
be expressly authorized to continue to de-
velop, carry out, or maintain medicare ex-
periments and demonstration projects.
Senate amendment

Same as the House bill.

B. AUTHORITY FOR STATE PROGRAMS
Present law

Present law authorizes the Secretary, at
the request of a State, to pay for medicare
services according o the Btate’s hospital
cost control system if such system—

(98] :pplle(to substantially all non-lcube
care hospitals in the State;

(2) applies to at least 78% of all inpatient
revenues or expenses in the State;

(3) provides assurances that payors, hospi-
tal employees and patients are treated equi-
tably; and

(4) provides assurances that the State’s
system will not result in greater medicare
expenditures over a three-year period than
would otherwise have been made. (To date,
no State systems have been approved under
this authority).

House bill .

Under the House bill, the Secretary would
be prohibited from (1) denying a State ap-
plication on the ground that the State’s
system is based on a payment methodolozy
other than DRQGs, or (2) requiring that
medicare expenditures under the State’s
system be less than the expenditures which
would have been made under the Federal
prospective payment system. It includes the
4 requirements in TEFRA for approval of a
State system and adds a fifth requirement:
if the Secretary determines that the State

ting
respect to payment for inpatient hospi-
tal services, ’

Senate amendment
‘The Senate amendment oontﬂnl the same
provision, except adds a sixth requirement

’

The conference agreement follows the
Senate amendment with a modification
under which the Secretary would be re-
qQuired to issue regulations setting forth the
conditions under which States could walive
restrictions under State systems relating to
payments for certain non-physician services
provided to hospital inpatients.
C. CONTINUATION OF CURRENT STATE PROGRAMS
Present law

No provision.
House bill

Under the House bill, for those States
walver

State program if, and for s0 long as, the
eondltlonsdescrlbedtbovommet.

Senate amendment
Same as the House bill. -
D. AEQUIRED STATE PROGRAMS
Present law
No provision.
House bill

Under the House bill, the Secretary would
be required to approve any State program
which meets the following 8 requirements in
addition to the conditions indicated abo
that the system: (1) is operated directly
the State or an entity designated by State
law; (2) is prospective; (3) provides for hos-
pitals to make such reports as the Secretary
requires; (4) provides satisfactory assur-
ances that it will not result in admissions
practices which will reduce treatment to low
income, high cost, or emergency patients;
(5) will not reduce payments without 60
days notice to the Secretary and to hospi-
tals; and (6) provides satisfactory assurances
that, in the development of its program, the
State has consulted with Jocal officials con-
cerning the impact of the program on pub-
licly owned hospitals,

The Secretary would be required to re-
spond to requests from States applying
under these 11 conditions within 60 days of
the date the request is submitted.

Senate amendment

Same as the House bill.

& MODIFICATION OF EXISTING CONTRACTS
Present law

Under current demonstration project
agreements between the Secretary and the
States of New York and Massachusetts, the
States are required to maintain a rate of in-
crease in medicare hoapital costs which is
1.5 percent below the national rate of in-
crease in such costs,

House bill

Under the House bill, the Secretary would
be required, upon request of a State, to
modify the terms of an existing demonstra-
tion agreement (entered into after August
1882 and in effect as of March 1, 1983—New
York and. Massachusetts) sa that the dem-
onstration project is not required to main-
tain the rate of increase in medicare hoapi-
tal costs in that State below the national
rate of increase in such costs.

Senate amendment

The Senate amendment contains a similar
provision, except provides that such demon-
stuuonureemenubemodnod'othltthe

percentage by which such project is
qulnedtom:lnhtnantoo“nmmlnsuch
costs in that State below the national rate
of increase be decreased by one-half of one
percentage point for the contract year, be-
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ghining in 1983, by an addittonsl one-half of
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SYSTEMS

Present law
No provision.

Under the Serate amendment, dusing the
3 ‘eost reportimg pemieds heginning on or
after Octaber 1, 1983, for existing State ays-
tems, the Secretary must judge their effec-
tiveness on the basis of their rate of in-
crease or inflation in medicare inpatient
hospital peyments compared to the national
rate of increase or inflation for such pay-
ments. The State would retain the option to
have the test applied on the basis of eithrer
aggregate payments per inpatient sémission
or discharge. After the tvansition periad,
this test would no lemger apply, and such
State systems would e treonted in the same
fashinn as:other waivesnd aysiems.
Conference apreenvent

The conference agreement follows the
Sensate amendment.

G. REDITCEION IN PAYMIENTS TO HOSPITALS
WHICH EXCEED EXPENDITURE LIMTYS

Present law

No provision.
House bill

‘No provision.
Senate amendment

Under the Senate mendmant if the Seo-
retary determines that the amoumts paid
over a three-year periad under a State
systam exeeed what medicaxe would have
atherwiae paid .over the same three-year
period, the Secretary may reduce subse-
quent payments to haspitals under the
State system by that amount.

Conference agreement

The conference agreement follows the
Sermate amendment. The managers expect
that the Secretary will provide a 8tate, at
least annually, with such informatian as is
nesded 1o keep the hogpitals in a State fully
informed, on an estimated or ather basis, of
the prajected patential liakilities that could
result i medicare expenditures in the State
excesd the medicare expenditures which
would have been made in the absence of the
State system. )

15. ADMINISTRATIVE AND JUDICIAL REVIEW

A. LIMITATION
Pregent law

Under present aw, & provider may request
adminigtrative review of s fimal decizion of a
fiscal intermediary by the Provider Reim-
burssment Review Board (PRRERE). A pnrovid-
er may appeal the PRIRB decision to Peder-
al coust or, where it mvnlves & guestion of
law or regulation which the PRRB does nat
have the authority to review, the provider
may appeal directly to Federal court.

House bill

Under the House bill, permits administra-
tive and judicial rexiew in all cases except
the perrow items mecesmary to maintain
bmdget neutrality: (1) she level of the pay-
ment amount, and (2) the establishment of
the DRG classifications.

CONGRESSIONAL RECORD — HOUSE

Senate smendment

Same as the House bill.

B, VENUE

Presentilaw

Under present law, an individusl provider
may bring suit in the judicial district in
which it is located ar tire District of Colum-
bia. Groups may biing suit anty in the Dis-
trict of Columbtia.
House bill

No provision.
Senate amendment

The Senate amendment permits action to
be brought joingly by several prowiders in a
judicial distrist in which the greateat
number of such providers is Jocated. Any ap-
peals ‘to the PRRB for acfion for judicial
review brought by 'providers which are
wmder common ownership or control would
have to be brought by providers as a group
with respect to any matter imwolving an
issue common to such prowviders.
Conference agreement

The conference agreement follows the
Senate amendment.
16. 8TUDIES, REPORTS, AND DEMONSTRATIONS
Present law

No provision.
House bill

Under the House bill, the Secretary is re-
quired to study and report to Congress on
various topies.
Senate amendment

‘Under the Senate amendment, the Secre-
tary is also required to studymdmnort to
Congress on various topics.

Conference agreement

The conference agreement reguires the
Secretary to study and repert to Congress
on the following:

a. Capital-related costs—the method by
which capital-related costs, such as return
on net equity, associated with inpatient hos-
pital sexvices. can be inalnded in the prospec-
tive payment.

2. Requires the &cmta.ty to canduct dem-
onstrations with Jhogpiials in areas with
critical shortages af SNFs to study the feasi-
bility of providing alternative systems of
care or methods of payment.

3. The effect that the implementation of
section 102 of TEFRA would have on hoapi-
tal-based SNFs, givem the diffewences (if
any) in the patient populations served by
such faailities and by community-based
SNFs; due prior to December 31, 1883.

¢. Impact of the prospective payment
methodology—the impact of the pragpective
payment methadology during the previous
year on classes of hospitals, beneficiaries,
other payars Tor impatient hospital services,
other providers, and the impact of comput-
ing averages by census division, rather than
nationsl averages; must include the Secre-
tary’s recommendsations for changes in legis-
Iation, as ; due anmually at the
end of each yesr Tor Y984 through Y987,

d. Physician’'s services to hospital inpa-
tients—during fiscal year 84, regnires the
Secretary to begin the collection of data
mecessary to compute, by DRGs, the
amount of physitcian charges for services
furnished to hespital inpatients classified in
these DRGs; requires the Becretary to in-
clude, in a report to Congress in 1985, rec-
ommendations on the advisability end feasi-
bility of providing for the determination of
payments based on a DRG-type classifica-

s A temaity
mmmdtm!mmhmm-
pensate hmspitais
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tion for physician's services furnished to
hospital inpatients and legislative recom-
mendations.

e. Urban/rural rates—the feasibility and
mpact of eliminating or phasing aut sepa-
rate uwrban and nmal DRG prospective pay-
ment wates; due at the end of 1085 .a8 part of
the 1085 annual report.

{. Prespective payments fer hospitals not
included in the system—whether, and the
methaod under which, hewpitals wot paid
under thre mrospective system ean be peaid on
a prospective basis for inpatient services;
due at the end of 2985 as part of the 1885
annual report.

€. Payments for " ontliers, —the

for the addithonal ex-
penses of outlier canes; application of sever-
ity of illmess, intensity of caxe, @r other
moditications to DRG's, and the aduisability
and feasiility for providing for such modifi-
extions; due by the end of X985 as part of
the 1985 annual seport.

‘h. Payments dor afl payers—the feasibility
and desirgbility »f applying s prospective
payment methoddiogy to payment by all -
payers for inpatient hospital services, in-
cluding -eonsideration -of the extent of cost-
shifting te non-Federal payers, and the
impect of such eost-shifting on health insur-
ance costs andl premiums ‘borne by employ-
ers and -emplayees; due by January 1, 1985,

i. Impact on stmissions—the impact of the
prospective payment methodology on hospi-
tal admissions and the fessibility of making
a volume adjustment in the DRG rates or
requiring preadmission certification in order
to minimize the incentive to increase admis-
sions; due by the end of 1985 as part of the
1985 annual report.

1. Impact of State systems—the overall
impact of State hospitdl paymrent gystems,
approved under either section 1888(c) or
ather provisians of the Social Security Act,
on the medicare and medicaid programs, on
payments and premiums under private
health insurance plans, and on tax expendi-
tures; due at the end of 1988 as part of the
1988 armual report.

k. Sole community hospitals, information
transfer between parts A and B, uneompen-
sated care, and making hospital evst infor-
mation available—requires the Secwetary to
study and make legislative recommenda-
tions to Congress on an equitable method of
reimbursing .sole eommunity hespitals,
taking into sccount sheir unigue vulnerabil-
iy to substantial wariations in eccupancy;
requires the Secretary ko examine ways to
coordinate an information tramafer between
parts A and B of medicare, particularly
where a denial of coverage is made in the re-
imbursement to the admitting physictan(s);
the Secretary also reports on the sppropri-
ate treatment of uncompensated cave costs
and adjustments that might be appraopriate
for large tesching hoapitals; the Secwetary
also reports on the advisahility of having
hospitals make available information en the
costs of care to patients financed by both
public programs and private payors; due
prior to April 1, 1985.

1. The territories, including Puerto Rico—
requires the Secretary W study snd make
recommendations to Congress on the
method for including hoapitals located out-
side of the 50 States and the District ef Co-
lumbia under a prospective payment system;
due before April 1, 1984.

17. DELAY OF SINGLE REIMBURSEMENT LiM1T

FOR SKILLED NURSING FACILITIES (SNF'S)
Present law

Under present law, the Secretary is re-

quired to establish a single reimbursement
limit for both hospital-based and free-stand-
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hangs on the health and growth of the
American economy—and that our as-
sumptions are often guided more by
hope than reality.

The conference agreement that has
been shaped, first by the Greenspan
Commission and then on the floors of
both houses, is strongly anchored to
reality. It is a cautious, fair plan that
raises enough revenue to ease the
system through the decade—and also
closes the enormous deficit built up in
the next century. ‘

The agreement reflects not only the
spirit of the House-passed bill (H.R.
1900) but the letter as well.

The major differences entering the
conference centered around the long-
term formula, the “fail safe” mecha-
nism in the short term and coverage of
new Federal workers. House conferees,
stiffened by the courageous choices
made right here 2 weeks ago, demand-
ed and won the Pickle proposal to
raise the retirement age from 65 to 67
over the first quarter of the next cen-
tury—instead of the Senate plan to si-
multaneously raise the retirement age
and cut benefits.

House conferees rejected a Senate,
“fail safe” provision that would
demand cuts in cost-of-living adjust-
ments to pay for any falling off of rev-
enue through the end of the decade.

‘The conferees also rejected a Senate
amendment to delay the effective date
of coverage of new Federal employees
until a supplementary pension plan is
designed.

There remains no doubt that the
Congress will design a formula that
permits newly hired employees to be
covered by such a supplemental retire-
ment program. The conference agree-
ment covers all new Federal workers,
beginning January 1, 1984.

In addition, the conference agree-
ment covers members of Congress, ad-
ministration officials (including the
President), sitting Federal judges and
most nonprofit employees, as of Janu-
ary 1, 1984.

It delays the cost-of-living adjust-
ment (COLA) from June 1983 to De-
cember 1983.

It stabilizes the COLA by pegging
payments to the lower of wages or
prices, beginning in 1985, but only if
reserves are below 15 percent. This re-
serve trigger increases to 20 percent in
1989. A “catch up” in benefits is also
established. Under moderate economic
assumptions, it is unlikely that the
stabilizer will take effect.

It phases down over 5 years the pri-
vate pension offset against social secu-
rity benefits from the current 90 per-
cent of the first benefit formula brack-
et, to 40 percent, beginning in 1986—
permitting no more than one-half of
the amount of the private pension to
be offset. All current employees newly
covered by the bill are exempted from
this offset formula change.

It increases the annual delayed re-
tirement credit from 3 to 8 percent be-
tween 1990 and 2010.

CONGRESSIONAL RECORD — HOUSE

It subjects to taxation up to one-half
of benefits on incomes exceeding
$¥5,000 for singles and $32,000 for cou-
ples.

It advances FICA tax increases in
1984 and 1988 while providing an indi-
vidual income tax credit offset for
1984.

It changes the offsetting income tax
credit against the self-employed FICA
tax to 2.7 percent in 1984, 2.3 percent
in 1985, and 2 percent from 1986 to
1989,

It liberalizes the earnings test by re-
ducing benefits $1 for every $3, rather
than the present $2 of outside earn-
ings beginning in 1990.

It tightens restrictions on proliferat-
ing income deferral plans that protect
compensation from FICA taxes.

It permits benefits to widows or wid-
owers in the month when a spouse
dies.

It permits interfund borrowing with
special provisions to protect the integ-
rity of the hospital insurance fund.

It advances to the first of each
month the Treasury Department’s
payment . of estimated revenues to the
social security trust funds.

It increases the Federal supplemen-
tal security income (SSI) benefit by
$20 for individuals and $30 for couples,
and delays the cost-of-living adjust-
ment for 6 months, both changes ef-
fective July 1, 1983. .

It extends by 6 months Federal sup-
plemental compensation (FSC) which
will provide 8 to 14 weeks of benefits
for workers who have exhausted all
other State and Federal benefits. Indi-
viduals who have already run out of
their original FSC benefits are now
eligible for between 6 and 10 more
weeks of compensation.

It provides Federal tax and interest
relief for States whose unemployment
trust funds have had to borrow from
the PFederal Government, but only if
substantial steps have been taken to
bolster the solvency of their systems.

It phases in a prospective payment
system for medicare over 3 years (as
proposed by the Senate), and adjusts
for regional differences (as proposed
by the House).

The passage of this bill through
Congress over the last 2 months is as
remarkable as it i{s monumental. In
the face of crisis we have shown that
we can rise above partisan differences;
that we can withstand enormous pres-
sure from special interest; that we can
raise the level of national confidence
in Government.

We have reason to be very proud of
ourselves tonight. Beyond these doors
we may never receive the recognition
we have earned. But we know that
when we must work together—we can.

It is in that spirit that I ask you to
support this conference report.

0 2310

Mr. CONABLE. Mr. Speaker, I yield
myself 12 minutes.

March 24, 1983

(Mr. CONABLE asked and was given
permission to revise and extend his re-
marks.)

Mr. CONABLE. The distinguished
chairman has done a good job of ex-
plaining the entire bill and I am going
to limit my further remarks on this
matter just to those issues that were
changed in the conference.

The report also adds some interest-
ing tax provisions and these were cov-
ered in part by the chairman; tax-
exempt income is included in the base
for determing the taxability of social
security benefits, self-employment tax
credit was increased so that the credit
is in 1984, 2.7 percent, 1985, 2.3 per-
cent and in 1986, through 1989, 2 per-
cent.

Now that is a greater help to your
self-employed and your farmers than
what is included in the original House
bill. This self-employment tax credit
then which was somewhat controver-
sial when the bill originally passed has
been improved over the House version,
if you wish to give a larger credit to
your self-employed and your farmers.
It was as much as the Senate version;
it was a compromise figure.

Effective in 1990 and thereafter the
credit would terminate and be re-
placed with a system designed to
achieve parity between employees and
the self-employed. The base of the
self-employment tax would be adjust-
ed downward to reflect the fact that
employees do not pay FICA tax on the
value of the employer’s FICA tax. De-
duction would be allowed for income
tax purpose for half of the self-em-
ployment tax liability in recognition
that employees do not pay income tax
on the value of the employer’s FICA
tax; and the effect of that, Mr. Speak-
er, is also to give a better deal to farm-
ers and self-employed after 1990 than
they got under the original House bill.

Deferred compensation under sec-
tion 457 of the Internal Revenue Code
will be subject to the FICA tax as will
certain forms of nonqualified deferred
compensation. But provisions with po-
tential impact on cafeteria plans were
deleted so that their tax treatment is
unchanged from existing law. In other
words, if you had employers in re-
sponse to the Tax Act in 1978 adopted
cafeteria plans giving a wide range of
options to their employees, thiey need
not fear anything that is in this provi-
sion.

We have not changed the law with
respect to them in ways that might
work against the desirability of cafete-
ria plans. .

Finally the conference agreement
makes changes in the FUTA tax base
to conform with the changes in the
FICA tax base. In the medicare title
the House insisted upon and retained
the nine separate regional census divi-
sions used to phase in the new pros-
pective payment system. We accept
the other body’s provision to move to
a national payment rate in 3 years,
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I ask my colleagues to join with me
in an expression of appreciation to a
man, I think along side of CrAupe
PEPPER, who has done more for the
senior citizens and for the young
people of our country than any indi-
viidual in the House of Representa-
tives.

Mr. Speaker, I yield 15 seconds to
the gentleman from Texas, Mr, JAKE
PICKLE, for remarks.

Mr. CONABLE. Mr. Speaker, will
the gentleman yield?

Mr. PICKLE. I yield to the gentle-
man from New York.

Mr. CONABLE. I thank the gentle-
man for yielding.

I do not want to use the gentleman’s
full 15 seconds.

The gentleman is always saying
“That dog won’t hunt.” I think this
bill is not a dog and it will hunt. And I
think it is largely due to the gentle-
man. To know him is to love him,
friends.

Mr. PICKLE. Mr. Speaker, I hasten
to thank my friend Chairman ROSTEN-
KowsKI and my friend Mr. CONABLE.

This has been a long, difficult task
for all of us and no one person can
take credit for this moment. I think
this is the House’s finest moment. It
shows that we can make structural
changes in a program even as vital as
social security, the most important of
all our national domestic programs. A
lot of us can take credit.

We hope we have done the right
thing. We believe and pray that we
have. We have given assurance, I be-
lieve, to Americans that tonight
throughout this land they can feel
that social security is secure for as far
as we can humanly and legislatively
guarantee it.

I take this moment though to thank
first the commission for having
brought us this package. If we had not
had the President’s Commission, we
could not have put together this type
of legislative program.

I thank my chairman, DAN ROSTEN-
KOWSKI, who has been steadfast and
fair and impartial and who has held
this conference in a masterful manner.

I thank the leadership, the Speaker,
whose speech a week ago, in support
of Senator PEPPER’S measure, was mag-
nificent and gave us a feeling again
that we were approaching this in a bi-
partisan manner. ’

And I thank the majority leader and
the minority leader for their support.
I thank my subcommittee and the
Members of the full Ways and Means
Committee for their strong support
and guidance.

And if I may, Mr. Speaker, I would
like to add one other group, and those
of us who have been chairmen or sub-
committee chairmen know how much
we owe to our staffs. My subcommittee
staff and the Ways and Means Com-
mittee staff have performed in a most
professional manner. Our country
owes them a great debt of thanks be-
cause we cannot know how much they
have given.
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So I salute you.
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Now, Mr. Speaker, I conclude by
saying that I think perhaps the most
important part of this package is that
we have made a structural change by
raising the age gradually in the future
to 66 and 67, 25 and 40 years down the
road. I think America has accepted it.

Tonight we have come of age, and I
think we can assure the solvency of
this system.

I would like to believe then, Mr.
Speaker, that all of us together, as
Daniel Webster says to us on the
plaque high above our heads, that “we
,have done something in our time
worthy to be remembered.”

The conference report we bring to
you today represents a good, solid
compromise that will give assurance to
the American people the Congress has
acted responsibly on social security.

We retain the long-term provisions
of the House bill—which offer the best
assurance to America that Congress
can make structural changes when
they are needed in our important
social programs. I will note that al-
though he proposed a different solu-
tion on the House floor, our dear
friend and esteemed colleague, the
gentleman from Florida (Mr. PEPPER)
has told me of the options available in
the conference, he preferred the
House -version. I thank him again for
his statemanship, his friendship and
his concern for our elderly and for this
program.

In this conference, we also provide
backup procedures for the near term
to give the best assurance we can that
the Congress will not have to face
social security financing again any-
time soon.

We have addressed a multitude of
issues in a fair and balanced manner.

And at the same time we have pre-
served intact the basic structure and
purpose of the social security pro-
gram. As confidence has dwindled in
the program in recent years, many in-
dividuals and groups have come for-
ward to say that social security no
longer works. That is true only if the
Congress does not act, and the Con-
gress has proved in this bill that it can
act. Social security is and will remain
secure because Congress always will
stand ready to deal with whatever
problems may come its way.

The bill fundamentally is a financ-
ing bill. That is always the toughest.
But I am immensely proud of the re-
sponse of the Congress to this chal-
lenge. We have addressed this issue
without rancor and with serious con-
sideration and in a healthy, bipartisan
manner. Mr. Speaker, we cannot over-
estimate the importance of having
kept this program as free of partisan-
ship as humanly possible. All of Amer-
ica can feel good tonight that this bill
is neither a Democratic or a Repuibli-
can bill but is a straightforward ap-
proach to our most important national
domestic program.
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Now, I will touch on some of the
major provisions in the bill.

Basically the bill follows the agree-
ment first laid out by the National
Commission on Social S8ecurity.

It extends coverage to new Federal
hires and to nonprofit employees as of
January 1, 1984. This has been one of
the most hotly contested and impor-
tant parts of this package. Some Fed-
eral employees may feel that they
have been hard hit or done in by this
change. I say to them again that they
have not. This change will be benefi-
cial for the Federal Government and
for its employees, present and future.
The Federal retirement system will be
the sounder for it, and the Federal em-
ployee will be more secure. Extension
of coverage to nonprofits means that
many of our workers who can benefit
the most from social security coverage
will now be covered. This, too, is a
good step forward. '

The conference agreement also ends
the ability of State or local govern-
ments to opt out of social security and
establishes a revised formula so that
employees who derive a so-called wind-
fall by having only a part of their
earnings under social security will re-
ceive a benefit that is more in accord-
ance with that of someone at their
same overall wage level.

The conference agreement contains
a one time delay of the cost-of-living
increase from June to December 1983,
which will have important savings
both in the short and long term.

The agreement for the first time
provides for the inclusion of social se-
curity benefits in the taxable income
of individuals with substantial outside
income, whether that income is tax-
able or not. It makes changes in the
tax rates but provides for credits to
offset some of the impact of these
taxes.

The agreement includes two incen-
tives long sought by various individ-
uals and groups who want to encour-
age individuals to work longer. In par-
ticular, beginning in 1990 it contains
an increase in the delayed retirement
credit to 8 percent and it liberalizes
the earnings test so that instead of
offsetting $1 of benefits for every $2
earned, it offsets $1 for every $3
earned.

And, the bill contains key provisions
to insure benefit payments. It provides
a new accounting procedure so that
the reserves in the funds will be high-
est at the first of each month, when
benefits must be paid. It provides for
continued interfund borrowing—but
with important safeguards to protect
lending funds. It provides for a report
and recommendations to the Congress
for action in case all the other proce-
dures prove inadequate. And it pro-
vides for a permanent stabilizer, which
will protect the funds during times of
high inflation and low wage growth
such as we have recently experienced.
This stabilizer would stipulate that
the COLA would be increased by the
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links in our social security population,
a8 would occur under & formula reduc-
tion. It is in keeping with our best

knowledge about what we can expect |

in the future. The long-term social se-

- curity problem is not an economic f

problem and not & problem with the
basic system. It is & demographic prob-
lem, needing a demographic solutjon.

This , however, is paced so
© that o thenrst step, to raise the
age to 66, which was included in bath
the House and Senate bills, will affect
individuals currently in the work
force. The second step, to raise the age
to 67 will affect virtually no one cur-
reritly established in the work force.
This differs strongly from the Senate
approach, which lumped the increase
in the age to 68 with simultaneous
benefit cuts and would have severely
and radically reduced benefits for indi-
viduals already working as well as re-
duced benefits for the disabled and
the young survivor,

Many have expressed concerns about
the effect of the retirement. age

to fund monthly asoéial security
checks.thosym-mwojectaedtobe
to fund monthly retirement
checks after June 16883, The National

change on those who must retire time

early. Let me first point out that bene-
fit reductions, formula reductions,
reduce the benefits of early retirees.
In fact there is very little differenice in
benefit amounts between the effect of
increasing the age 1 year or reducing
benefits by § percent overall as far as
the early retirée is concerned. The dif-
ference, however, is that by focusing

on the age we also include a serious .

study to determine what we should do
to provide adeguate benefits and pro-
tection to those who must retire early
by reason of health or occuption.

e President’s Com-

table but together were acceptable be-
cause they provided new financial
foundation for the social security pro-
gram. Likewise, this Congress has put
together a package many parts of
which are unacceptable to individual
Mei-mbers. but as a package it is accept-
able.

Mr. Speaker, tonight is an historic

moment for Conzresa. A legislative
miracle has
Mr. DAUB. Bpen.ker. I support

the social oecurlty -compromise to
rescue the social security system from
its financial difficulties. This legisia-

The dehyed retirement mdlt will
be increased gradually from 8 to 8 per-

portant incentive for individuals to
work beyond the normal retirement
age. Studies reveal that older Ameri-
cans who keep active by working have
fewer health and other problems and
are far Jess likely to need any other
form of Government assistance.

An important component of
the bill would remove social security
from the unified budget. This measure
would allow the social security system
to stay clear of the political maneuver-
ing the Federal' budget undergoes
every year. It would provide for the
special handling the loem security
system deserves.

The selt-employed will be taxed at
the full employer/employee tax rate,
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Another provision would transfer all
money  for uncashed social security
checks back to the social security trust
funds from the General Treasury.
This money clearly belongs to the
social security system, snd it is obvious
that the time is right to oorrect the
situation that allows this money to
remain in the Treasury.

Other major provlslom included in
the bill are:

Postponement of t.ml year’s cost-of-
Hving increase untfl next January 1,
then providing for suth increases e:ch
January thereafter:

Include all employau of nonprofit
organizations and Har St#te and local
government units from terminating
social security coverage of their em-
ployees;

Tax half the social security benefits
of higher income recipients;

Increase social security payroll taxes
by speedlng up alréady scheduled tax
’ Include newly hired Pederal workers
in the social security system.

The social seeurlty legislation that
we are considering today also provides
measures to insure solvency of the
system in the long term. The aging of
our population is providing additional
problems for the social security
system. Fewer deaths and fewer births
mean that there will be fewer taxpay-
ers supporting an ever increasing
number of benefulﬂel in the years to
come.

I support the phasing in of an in-
creased retirement age In the next
century to help nnevimhw long term
problem. Since the enactment of the
social security system in 1938, life ex-
pectancy has increaged. . There-
fore, I believe an increased retirement
age is the most equitahle solution for
the long term. It is important to note,
however, that benefits would still be
provided for those who wish or need to
retire at age 62, with a greater reduc-
u:lgt:.mm full benefits than currently
e

One ext.remely lmpm‘hnt portion of
the social security 1 tion that is
not getting the attentic

Conamm
Office pro;lecu that the balance of the
hospital insurance trust: fund, from
which medicare expenditures are paid,
will be exhausted by 1087. By 1993, a
deficit of $402 billion is expected in
the trust fund at current expenditure
levels.. Clearly, it is arucial that re-
forms to our medicar® system be un-
ertaken.

d

Since medicare is & oost»bued reim-
bursement system an important part
of the problem is a result of the distor-
tion of incentives under the prevailing
hospital reimbursement, practice. Pa-
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tients, physicians, and hospitals have
little incentive to control costs. Pa-
tients pay very little of their hospital
expenses directly. In addition, hospi-
tals are fully reimbursed under medi-
care for the costs they incur.

The prospective reimbursement
system that has been ineluded in this
bill would provide incentives for pro-
viders to deliver services more effi-
ciently and eontrol costs. In addition,
reimbursements for the same medicare
service, which often vary dramatically,
would be similar. It is important to
note that the set payments to hospi-
tals for services will be payment in full
and not negotiable. Therefore, while
promoting efficieney in services, this
proposal wauld cause no increase in
costs to the patients.

Mr. Speaker, today is important be-
cause it gives' the social security
system a clean slate—so to speak—
with regard to financial soundness.
Again, I commend the members of the
Ways and Means Committee and the
Senate Finance Committee for their

hard work in formulating this compro-

mise in a timely manner. With passage
of this social security legislation, our
senior citizens can be assured of our
continued support and of their finan-
clal future. In addition, those who
have not retired yet can be assured
that the social security system which
they continue to pay into will provide
them benefits in the years to come.

@ Mr. ROYBAL. Mr. Speaker, I rise in
support of the conference report be-
cause its passage is the only way to
insure the full and prompt payment of
social securfty benefits to the 36 mil-
Hon current beneficiaries who might
otherwise have their benefits inter-
rupted or delayed within the next few
months.

I commend the leadership, the re-
sponsible members of the Ways and
Means Committee and the National
Commission on Social Security
Reform for their good efforts in bring-
ing passable legisiation to the floor
within the tight timeframes required.
However, 1 must say that I, like many
others, am dissatisfted with many pro-
visions of the final conference report.

Of special concern are the provisions
passed by the other House which
could unduly damage our relationships
with other nations and may cause
severe hardships for some U.S. resi-
dents and U.S. citizens Hving abroad.

Less than 0.7 percent of all benefici-
aries and less than 0.6 percent of all
benefit payments are paid to noneciti-
zens outside the United States—yet
the provisions inserted by the other
body to reduce or prohibit payments
to citizens of about one-third of the
natiens of the world will adversely
affect our relationship with eountries
on all five populated continents. These
provisions put up unnecessary barriers
which could be used by other nations
to justify the imposition or continu-
ation or significant barriers to the free
and uninhibited export of U.8. goods,
services and teehnological expertise to

CONGRESSIONAL RECORD — HOUSE

those countries. It can also be expect-
ed that some of the affected countries
will respond with even harsher treat-
ment of U.8. citizens receiving similar
benefits from those countries.

Social security legisiation is simply
not the piace to enact these major
changes in trade and immigration/nat-
uralization policy. The Cangress will
be considering and, hopefully, passing
good legisiation on both these issues in
this Congress. The provisions from the
other body set the wrong tone at the
beginning of these great debates. They
also establish errors in policy which
will have to be corrected by the subse-
quent legisiation. )

The specific provisions which cause
these problems are: :

First, section 124 of the other body’s
bill which, in effect, uniiaterally re-
peals the informal reciproeal under-
standings fdr the payment of social se-
curity benefits between the United
States and 44 countries including Aus-
tria, Belgium, Bragzil, Canada, Costa
Rica, Denmark, El Salvador, Finland,
France, Mexico, Panama, the Philip-
pines, Poland, Portugal, Spain,
8weden, Turkey and the United King-
dom.

Although, under the legisiation, the
United States could still negotiate a
formalived reciprocity agreement with
these countrieg, there would be no
practical responsibility of negotisting
and implementing agreements with all
44 countries before the provision's ef-
fective date of January 1985. In the 5
years since the Social Seeurity Admin-
istration was granted authority to con-
clude such agreements, only three
agreements—with Italy, Switzeriand
and West Germany—have been imple-
mented.

In addition, the provision eould per-
manently prevemnt any formal or infor-
mal reciprocity agreement with some
other friendly countries—liike Austra-
lia—whose income maintenance pro-
grams are sufficiently different from
the U.S. system so that no formalized
agreements could ever be authorized
or concluded under the statute.

Second, section 131 of the other
body’s bill establishes section 6050F(c)
of the Internal Revenue Code which
could abrogate provisions in treaties of
friendship, commerce and navigation
(FCN) with eight countries and might,
in the view of several other countries,
violate tax treaties they have with the
United States.

This new IRC section requires with-
hoiding of & nonrefundable income tax
of 15 percent of a nonresident alien’s
social security benefits. Only the Eng-
lish, whose tax treaty with the United
States requires payment of full social
security benefits, would be exempted.
Since withhelding does not apply to
U.S. citigens and since nonresident
aliens are required to pay U.S. income
taxes on social security benefits even
if their total Income is below the
income thresholds which trigger the
taxation of benefits for U.8. citizens,
other countries will object that the
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United States is breaking the equal
treatment traditions by which citizens
of both countries are treated as each
country treats its ewn citizena. Ger-
many, Greece, Ireland, Israel, Italy,
Japan, The Netherlands and Nicara-
gua may be particularly concerned
since they may consider that their 27-
year-old FCN treaty with the United
States protects them from such non-
“national treatment’” of their citizens.

Third, an amendment by the Junior
Senator from Oklahoma reduces or
eliminates payments to legal residents
and U.S. citizens who are dependents
of affected noncitizens. It could also
lead to a discriminatory review of the
eligibility of millions of U.8. citizens
and law-abiding noncitizens who are
suspected of being illegal immigrants
to the United States.

Most of the people who would have
their benetits eliminated next January
are already aged, disabled or survivor
beneficiartes living in the United
States. All of them have worked in the
United States, paid social security
taxes and met the same social security
eligibility requirements that are the
prerequisites for receipt of any social
security benefit.

In the Senate debate, the amend-
ments sponsor stated that this provi-
sion would not apply to illegal aliens
who may be given legal status through
a general amnesty provision in future
immigration legislation. However, the
amendment’s legislative language spe-
cifically requires a noncitizen to prove
he/she legally entered the United
States with permission to wark. There-
fore, under the legislative provisions,
current legal status might not be
enough to permit full payments.

Inclusion of these provisions is un-
fortunate because: First, they will
harm our relationships with substan-
tial numbers of our allies while achiev-
ing trivial savings for social security;
second, they may lead to similar re-
sponses by other countries toward U.8.
citizens; and third, they could be detri-
mental to our efforts to expand U.S.
exports.

Other provisions which concern me
include the provision to reduce or
eliminate the COLA after 1989 if the
trust funds’ reserves are low. This “fail
safe’” automatically puts the entire fi-
nancial burden for solving any future
problem on those bemeficiaries who
are least likely to have the ability for
financial sacrifice.

Furthermore, the tax credits for the
self-employed are still inadequate and
the final formula for reducing ‘“‘wind-
fall” benefits to civil service ammu-
itants is still too severe.

We also need to move swiftly to pro-
vide current and future civil servants
and nonprofit employees with statu-
tory guarantees that they wilt not un-
fairly forfeit any rights to benefits
currently avaflable to them.

In addition, the bill does not index
the income thresholds for the taxation
of ‘benefits which, without indeking,

/
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will eventually affect a majority of the
elderly. Nor is there an increase in the
thresholds for married couples to 150
percent of the individual’s threshold.

Finally, the bill still depends entirely
on benefit cu;l early in the next cen-
tury to solve a problem which may or
may not become severe until the third
decade of the next century.

Mr. Speaker, I know that, once we
have solved the immediate crisis in
social security, we will have more time
to look at the finer details of this leg-
islation and to correct some of these
problema.

As chairman of the Aging Co:nmit-
tee, I assure my colleagues, the elderly
and the workers who are the future el-
derly, that the Aging Committee will
monitor the impact of all -legialation
affecting th We will develop cre-
ative and ic proposals which will
maintain the viability of the social se-

_curity system and other programs to
improve them so that they are fairer
to beneficiaries and taxpayers regard-

less of their race, creed,color.sex.or'bluut

ethnic background.e

o Mr, BIAGQOL. Mr Speaker, I rise in
support salthough still qualified, of
H.R. 1900 the Social Security Reform
Act of 1983, 'The conference report
before us is essentially the same bill
we passed several weeks ago. It still
contains the same positive and nega-
tive features but now as before this
legislation is absolutely essential if we
mtokeepthesoclalsecuﬂtysystem
alive past July,

I regret the fact that the conferees
did not retain the Senate amendment
to delay for 1 year the mandatory cov-
erage under social security of all new
Federal - and postal workers. That
would have been the far more equitsa-
ble route to travel on this issue and
one which I have urged. I maintain
that for the amount of revenue this
provision will produce—it is not worth
the cost to Federal and postal workers
not to mention.the future of the civil
service retirement system.

The essence of this legislation is
that it will produce $168 billion in des-

perately needed new funds for social

security sufficient to carry it through
its immediate crisis and beyond. I
regret the fact that a large amount of
this is financed in a way that could
produce hardship for people such as
the 6-month delay in the cost-of-living
increasefortheumﬂnononsoclﬂae-
curity.

However we know thls bill for what
it is—strong medicine to cure a desper-
ately ill patient. The alternative for
not acting is very simple—but nothing
we want to be party to. Social security
could miss its first payroll in history
as early as July. A total of 36 million
elderly Americans cculd be deprived of

their social security checks and for 26

percent of them-this is 90 percent
and more of their income,

Whether we agree with all or just
parts of this bill Congress should be
commended for its expeditious consid-

eration of this legislation. We hope it

-

e
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proves to be the remedy which will re-
store the system (o some degree of
fiscal solvency. We should not assume
that this is all we have to do with re-
apecttomfomshthnnntem.We

should maintain our commitment to
ridding the system of fraud and waste.
‘We should look to new revenue possi-

bilities :for the system. However—the-

most important thing we must do is
preserve the basic integrity of the
system for those millions of men and
women who faithfully contributed to

the system during their working years

jeopardize this is to break a covenant
between the American people and
their Govemment.

This legislation is & dlfﬁcnlt proposi-
tion to accept. It has been since the
time its foundation was developed in
the National Commission on Social Se-
curity Reform, However the time has
come to simply accept our fate and
vote for this bill for the sake of the

security system.¢

® Mr. WYDEN. Mr. Speaker, most of
us here tonight understand that we
have a gun at our heads. If Congress
refuses to act, by the end of the
summer the retirement security of
millions of Americans will be in jeop-
ardy. We have & sword of Damocles
hanging over us, and the fear of its
dropping should we fiil to pass a bill,
wulbethelmpetusweneedtogetzls
or more votes tonight.

Bit I would like to caution my col-
leagues not to imagine that we have
adopted & faflproof package that will
permit us to avoid revisiting this issue
for the next 75 years. We have not.

is particularly true with regards
to the issue of the retirement age

Bothnousuh:vewtodtonisethe
normal retirement age beyond 65. I op-
posed this move because I think it will
work & hardship on millions of older
Americans whose health makes it vir-

tually impossible to work, but who still-

cannot qualify for disability. When
the retirement age is raised these
older workers will slmply fall between
the cracks.
Last week I proposed an amendment
to the package hefore us that would
compensate older workers in
poer health when the retirement age
is raised. Under my proposal, which
was developed. with Senator Brapixy
of New Jersey, workers between 62
and the increased retirement age could
receive a new retirement benefit if

continue working in the occupation
they had held during the previous 10-
year period. The actuaries at the
Social Security Administration esti-
mated that the cost of this provision
would not exceed 0.04 percent of pay-
roil. )

Unfortunately, neither the House

issue of all-saving the social ;

* the code—or are
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the implications or raising the retire-
ment age.

Mr. Speaker, a study is fine, but. Ibe-
lieve we need more. Millions of older
workers whose health is too poor to
keep working, but not poor enough to
be ‘disabled, should not have their
benefits cut simply because of their
health. .

It i3 true that we have almost 20
years to recognize the he

facing some of our

Butletusnotwatth&tlonztopro—
tect vulnerable older workers., Such

possible opportunity.e

® Mr. DICKS. Mr. 8peaker, I want to
commend the conferees for their fine
work on this vital legislation, and to
comment on one of thé SBenate amend-

reclonl.nmd medlell achool for the

The House and Senate bills and the
conference report extend social secu-
rity coverage on a mmdwory basis to

all employees of ¢ organiza-
tions, As a result, " of such
organizations who are employed

by a State university pf & State which
has agreed to provide social security
coverage to its employeés under sec-
tion 218 of the Social Becurity Act
would have been, without this amend-
ment, subject to unreimbursable
double payment :of social security
taxes. Although present law prevents
such double taxation where the em-
ployers of the same hdmdual are re-
lated corporations—section 3121(s) of
ts of politi-
cal subdivisions of the same State—
section 218(eX2) of the Bocial Security
Act—there i3 no provision which would
prevent double taxstion where one
employer is & nonprofit organization
and another employer is an instru-
ment of a State. Indeed, since éxempt

g

avold double taxation tnd created the
need to allow exempt organisations to
have equivalent relief to that available
through a single paymaster system.

The amendment is specifically de-
signed to prevent double taxation
where one employer is a State univer-
sity medical school and the other em-
ployer is a related nonprofit organisa-
tion which also employs faculty mem-
bers of such medical sehool. At least
30 percent or more of the organiza-
tion’s employees must also be em-
ployed by such medical school.
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Under the amendment -adopted in
the conference report, a State univer-
sity and nonprofit organization which
meet the stated requirements are con-
sidered to be related corpoerations
under section 3121(s) of the code. Fur-
thermore, solely for purposes of sec-
tions 3102, 3111, and 3121¢aX1) of the
code, a portion of the remuneration
actually paid by the nonprofit organi-
zation from its own funds and on its
own paychecks will be deemed to have
been paid by the university. Such re-
muneration will not be subject to the
section 3102 deduction from the em-
ployee’s wages or to the section 3111
employer tax since employment by a
State is not subject to social security
taxation under sections 3101, 3102,
and 3111 of the code. Such employ-
ment is subject to social security cov-
erage only pursauant to section 218 of
the Social Security Act and for the
purpose of that section, a university
meeting the .- requirements of this
amendment will not be deemed to
have paid any amounts actually paid
by the nonprofit organization. There-
fore, there is no question that the
amendment does not affect the duty
of a State university to report wages
subject to social security or to pay or
make a return of social security contri-
butions.

The portion of remuneration paid by
the related nonprafit organization
which is deemed paid by the university
is that portion which, when added to
the total amount of remuneration ac-
tually paid by the university during
the entire calendar year, exceeds the
social security wage and contribution
base. If the employee by the end of
the calendar year has been paid less
than the wage and contribution base
by the university, that part of the em-
ployee’s remuneration from the non-
profit organization needed to bring his
entire compensation up to the wage
and benefit base will retain its charac-
ter as wages paid by the nonprofit or-
ganization and therefore will be sub-
Ject to the social security tax. If the
employee by the end of the year has
been paid an amount equal to or great-
er than the wage and contribution
base by the university, then the entire
amount paid by the nonprofit organi-
zation will be considered as paid by
‘the university. Thus, where the em-
ployee’s total wages from both the
university and the nonprofit organiza-
tion exceed the wage and contribution
base, it is intended that social security
contributions will be made in full on
the base amount but will not be paid
more than once. Similarly, where the
employee’s total wages from both
sources do not exceed the base, social
security contributions will be made on
the full amount paid to the employee.

The determination of whether remu-
neration paid by the nonprofit organi-
zation, when added to remuneration
paid by the university during the cal-
endar year, exceeds the wage and con-
tribution base will be made through-
out the year as wages are paid to the
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employee. Any excess amounts deduct-
ed from an employee’s wages by the
nonprofit organization would be recov-
ered by the employee under sections
31 and 6413(c) of the code. Any excess
amounts paid as an employer tax by
the organization will be treated as
amounts paid in error. Of course, the
organization will be deemed to have
sufficient knowledge of the error to be
able to correct it with respect to each
employee only when the organization
has sufficient knowledge to be able to
determine the total amount of the
excess paid for the entire taxable year.
Usually, the organization will have
such knowledge in whichever of the
following secial security reporting pe-
riods occurs first during the year: The
period in which remuneration to date
paid by the university to the employee
reaches the wage and contribution
base, the period In which the employ-
ee permanently terminates employ-
ment, or the last reporting period for
the calendar year. Any overpayments
of the employer tax will be the subject
of a claim for refund or credit by the
nonprofit organization in the social se-
curity reporting period in which the
organization first has sufficient knowl-
edge of the error to correct it or in the
next subsequent reporting period.e

@ Mr. HEFTEL of Hawali. Mr. Speak-
er, the Social Security Act amend-
ments that we are considering today
have been developed at the expense of
everyone for the benefit of everyone.
We are calling upon the entire country
to make sacrifices to insure that a pro-
gram that is vital to the entire country
survives, not just in the short term,
but for years to come.

If we did not act today to address
the fundipg crisis that the system
faces, the social security trust fund
will have difficulty in meeting its obli-
gations as early as this July 1983.
Therefore, our first job as Members of
Congress in considering this social se-
curity reform legislation has been to
insure that social security recipients
do not experience any interruption in
‘their benefit checks. We all represent
countless constituents who rely on this
program who must live from one
check to the next. Therefore, it is im-
perative that we act today to pass this
program.

_The Social Security Act Amend-
ments of 1983 correct all three critical
problems facing this vital retirement
program. First, this legislation will
correct the immediate funding crisis
that would otherwise place July bene-
fit checks in jeopardy. Second, we are
correcting the short-term funding
crisis that is expected to cause the
trust fund to fall short of its benefit
payment needs by between $150 billion
and $200 billion by 1990. Finally, we
have taken the bold and necessary
step of addressing combined effects of
several recent years of low birth rates
and a high number of future retirees
when the “baby boom” generations of
the 1940’s and 1950’s begin reaching
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retirement age would again force the
system into funding difficulties.

I commend the National Commis-
sion, and I commend the Congress—in
particular my distinguished chairman,
Mr. Pickrr, with whom I had the
privilege of working as a member of
the Social Security Subcommittee—for
developing the comprehensive, biparti-
san package that we are voting on
today. I am sure that many of my col-
leagues feel, as I do, that this package
could be improved, that certain provi-
sions are objectionable and that cer-
tain changes should be made. Howev-
er, such feelings are inevitable in a
process that requires compromise and
consensus to accomplish the critical
goal of rescuing our social security
system. ,

Despite such objectlons, however,

‘the provisions of this legislation have

been designed so that no one group in
this country is asked to make inordi-
nate sacrifices in order to insure the
integrity of the trust fund, both in the
short and the long term. Instead, all
groups must sacrifice a little to accom-
plish this goal in as fair a manner as
possible.

Mr. Speaker, if for no other reason, 1
support this legislation today because
the alternative is totally unacceptable.
We have come to what we all hope and
believe is the end of a long road. We
can now go home knowing that we
have faced up to one of the most im-
portant and most controversial issues
of our time and that the social secu-
rity system is secure for years to
come.®
o Mr. FISH. Mr. Speaker, this confer-
ence committee on social security de-
leted what I believe to be a very unfor-
tunate provision added in the other
body. That provision would have pro-
hibited an individual who is an undoc-
umented alien from receiving any -
social security benefits if that person
paid into the social security system
while in undocumented status.

Such a provision is unfortunate be-
cause it amounts to scapegoating those
undocumented aliens who, although
they are in this country technically il-
legally, in fact have been contributors
to our economy and our society.

We are talking about individuals
who have worked in this country, who
answered the job lure which brought
them from their home countries. They
are here because of our failure to con-
trol our borders. We are penalizing
them when they have been doing what
any sensible person would do, come to
this country and answer the many
“help wanted” signs we have posted
for them.

The Senate amendment made abso-
lutely no allowance for any equities
built up through long residence and
commendable contribution to our soci-
ety. Conceivably, an undocumented
alien could become a successful busi-
nessman in the United States, have a
number of American-born children,
and hence, American citizen children.
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The Clerk read as follows:

Mr. Duxcan moves to recommit the con-
fesemce sepert om the ME HR. 1900, to the
cemami shee of ssnfasence.

The SPEAKER pro temapore. Wikh-
out abjection, the previous question is
arderad on the motion ta recommit.

There was no abjectfon.

The SPEAXER pro tempore. The
question is an the matfon to recommit.

(;!‘he,motion 0 recommit was refect-
ed.

The SPERARNR pro tempere The
question is onr tlve conference report.

The question was tzken; and the
Speaker pro tempore anmounced that
the ayes appeared to have it.

RECORDED VOTE

Mr., DUNCAN. Mr. Speaker, I
demand 2 recarded vote.

A recorded vote was ordered. :

The vote was taken by electronic
device, and tivere were—eayes 2643, noes
102, not voting 88, as follows:
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againat. '

Mr, Cosper fer, wills M. Ealnnd againat.

Mr. Enew fox; wilh 3. Lontes agatast.

My. Filgpe for, witty MY 3

Mr, Burton. of Cxliforwis. for, with Mr.
Denny Smith agsthst.

Mr, Green far, with Mr, Young of Alaska
agninst.

M. Duvis for, with Mr. FhiMp M. Crane

Mr. Pureell for, with Mr. Dannemeyer
against. }

Mr. Lewis. of Florida far, with Mr. Horton

ageinst,
Mr. Livingten for, with Mr. Franklin
against,

!

tolothecﬁmrepmmureed

The result of the vote was an-
neemeed a8 yecorded. '

A motion to reconsider was laid on
the table.
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