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Mr. BAKER. I thank the Chair.

Mr. President, I ask further, is there
a budget waiver to aceompany this
mesasure at the desk? ' ;

The PRESIDING OFFICER. Such
walver is at the desk and has been: re-
ported.

Mr. BAKER. That budget waiver is
privileged.

The PRESIDING OFFICER. The
Senator is cerrect, -

Mr. BAKER. Mr. President, 80 ev-
eryone will understand what we are
about, it is my intention shortly to ask
us to turn first ta the consideration of
the budget wailver.. Assuming
Senate adopts the budget walver, to
turn next to the consideration of the

necessary, uintil we reach the
when the vouwmoecurontheelo-
ture motion which is- against fur-
ther debate on the jobs

The Chalr hag already stated that at
that time, if we are st{ll on the social
security bill, we will resume considera-
tion of the jobs bill for the purpose of
conducting the live quotum. and the
cloture vote. If the vote succeeds, we
will continue on the jobs bill, notwith-
standing that social securfty has not

yet been completed.
Mr. I will not put those
motions at time. So Members will

be advised of what I would like to do, I
suggest the abeence of a quorum,

The PRESIDING omcm The
clerk will call the roil.

The bill clerk proceeded to call the
roll.

- Mr. KASTEN. Mr. President, I ask
unanimous conseént that the order for
the quorum call be rescinded.

Mr. BARER,

The PRESIDING OPFICER. Objee-
tion is heard. The clerk will resume
the call of the rell.

The assistamt legistative elerk re-
sumed the call of the roll.

Mr. BAKER. Mr. President, I uk
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Wlth-
out objection, it is so ordered. |

BUDGET ACT WAIVER

Mr. BAKER. 1 ssk that the Chalr
lay before the Senate 8. Res. 81, a
budget waiver with respact. to consid-
erationof 8. 1.-

The PRESIDING OFHCER.. The
clerk will state it. -

The assistant legmative clerk read
as follows:

A Senate resolutlm (8. Res. 81) waiving
section 303(a) of the Congressional Budget
Act of 1974 with reapect to the considers-
tionof 8. 1.

The Senate proceeded to consider
the resolution.

The PRESIDING OFFICRER. The
question is on agreeing te the budget
resolution waiver.

The resolution (8. Res. 91) was
agreed to as follows:
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' finish social secarity or not. I hope we

B.-Ris.'91

That pursuant to section. 303(c)
of the Congressional Budget Act of 1974,
the provisions of section 303(s) of such Act
mmmaﬂthwwtheepnddentlon
of 8. 1, an Act to implement the consens
recommendatioris of the Mma.l Commls
sion on Social Security Reform and with re-
spect to the consideration of H.R. 1800,
dealing with the samse subject matter. Such
walver is necessary because the recommen-
dations of the National Commission on
Social Security RefoPn require prampt
action in order to ensure the stability of the
sodnlsecuﬂtysystem.

SECURITY ACT
AMENWI‘SOF 1983

. Mr, BAKER. Mx. President, I move

that the Senate ta the consid-
eration of HR. , the social secu-
rity measure.

The mmmme omcm. The
bill will be stated;

The assistant legislative clerk read
as follows:

Abm(nR.IM)hmﬁlmmot
ms«nmmm te reform
the medicare

The PRESIDING The
questian i on agreeing to the motion.

The motion was agreed to.

Mr. BAKER. Mr. President, I move
toreoonslderthevotebywhichthe
motion was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motionr to 1ay on the table was
agreed to.

The Bemte proceeded to comtder
the b, -

Mr. BAKER, Mr. President, as T un-
derstand the situation, the situation is
this: It appears to me we are not going
to be able to negotiate a compromise
settlement of the jobs bill dflemma

point of view on-this matter without
success. Finally, we have arrived at the
place where we have to move on.

ritybﬂlmdpcrhnpcmmningit.l
hope we can pass it.

On Friday, the cloture motion on
the jobs bill will occur as the pending
business. If cloture is invoked, we shall
be back on the jobs bill, whether we
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have finished ‘soefal security and we
can contiaue then with the jobs bill in
an orderly way. :

The Senate should be on notice, Mr.
President, of the strong possibility of a
Saturday session.

-Mr. President, 1 yield the floor.

Mr. DOLE. Mr, President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will eall the roit.

The assistant legisiative clerk pro-
ceeded to call the roll. .

Mr. DOLE. Mr. President, I ask
unanimous cofisent thst the order for
the quorum call ham:xded.

The PRESIDING QFFICER. With-
out objection. tis wwered.

'YRD addressed the Chair.
‘The PR!BID omcm The

of Mr. Moyn1-
unanimous-
us con-

Hambor, Directar of Division af

- Economic Research in Office of Re-

search & Statistics, Social Security,
Administration. He is serving aa a leg-
islative fellow in t.he office of Senator
MoYgHAN at this time. It is o bit of an

The Chair hears none, and it is so
ordered.

Mr. BYRD. 1 thank the Senator
from Kanasas. :

Mr. MOYNIHAN. Mr, President,

maylexpteumym:nchﬂontoﬂm
minority leader for courtesy in this

matter and to the Senate. Dr. Hamhor
R Gt

act. a.t ore
Senate.

Mr. BYRD. IthmkthoSemtor

Mr. DOLE. Mr. President, I suggest
the absence of & quorum. -

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-

THE JOBS BILL

Mr. LEVIN. Mr. President, I am
wonde¥ing if the majority leader
would comment on the:following prob-
lem: On the jobs bill was about $5 bil-
Hon $o0 replenih the trust fund from
which about 290 Stites must draw by
the end of this week in order that un-

employment checks can go out with-
out interruption next Monday. I was
on my way over to ask the majority
leader about that problem when he
did move to set aside tive jobs bill, I am
wondering if he can give us assurance
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that there will be an effort, separate
from the jobs bill and the social secn-
rity bill, to make sure that there is no

interruption in those funds given our -

present parliamentary sftuation.

Mr. BAKER. Mr. President, let me
say, to begin with, ne ene in this
Chamber is more dedicated than I,
with the possible exception of the Sem-
ator from Michigan, to seeing that un-

that one way or the other, we are
going to get that money; we are going
to get.it through the Senate.

Now, the jobs bill is mot gone. The

a.nce.of the majority leader that, one
way or another, whether or riot such
agreement is reached, it is his determi-

end, is indeed important.

A great test of wills is going on here.
That is not unusual in the Senate, But
what we cannot allow to happen is for
12 millfon unemployed Americans to
be caught in the vise; and the assur-
ance of the Senator from Kansas and
of the majority leader that, whether
that test of wills is reselved by Friday
or not, those funds will be provided by
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ormeveek,*byu«sepmee bill
Important.

The Senate continued with the con-
sideration of H.R. 1800.
TP AMBINDMENT RO #T
'{:nm aumbered smendment Ne.
.Y

Mr. DOLE. Mr. President, I send to
the desk & Finance Committee amend-
ment and ask for its inmaediate consid-

The Senator from Kansas (Mx. DOLE) pro-
&?ﬂ an unprinted amendment numbered

Mr. DOLE. Mr. President, I ask .

unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

The amendment is ag follows:

Strike out all after the enacting clauss
and insert s liew thieveot:

SHORY TITLE

Szcmion L TRis del, wilk the following
tahle of condenits, may be ciled as the “Social
Security Amendmends &f 2983,

TABLE OF CONSENTS
Sec. 1. Shiort title.
TITLE I—-SOCIAL SECURITY
PART A—CHANGES 1N COUERAGE
Soc. 191, Concrage of mewily H-d Federal

emplageen.
See. 162 mt-mdmw

¢ argem ismtions.
‘Sec. $03. Dumtien of cpusment far cover

Sec. 204 Exciusien of ssrvices parfermed by
-u:en of conduin weligious
sec

Parr B—-Cenvags v Bavsrrw
Sec. M1 Snift of cost-Qf-living adfustments
] to calendar year duais.
Sec. 112. Elimination of windfal®l benefits
Jor persons witd pensions from
- noncovered.

Sec.l.t: memdwmabled
widow er widower who remar-

ries.

Sec. 114. Change in indexing for deferred
survivor benefils

Sec. 115. Bengfits “for divosced spouse re-
gardless aof

spouse

Sec. 116. Increase in denefit amount for dis-
adled widows and widowers.

Sec. 117. Adfustment to cost-of-living in-
crease when trust fund ratio
Julls defow 20 percent.

Sec. 118, Increase in old-age insurance
bdenefit amountés on aemut of
delaped retirement.

Sue. 119, Incrense in rebtrement age.

Sec. 120. Adhutmenta to OA-S'DI benefit for-

snc. 128 M of m Wmitation
Jor Domeficburies who have af-
tained retivement ape.

mm.mmmmnforﬁm
spent in child cere.

. 52999

Sec. 128 ummmmnmenb to prison-

Sec. 126, m on payments to non-
vesidentialions.

e 125. m .of oosbaf-living in-
‘crease {f trust funds ratio is
below-20 peroent and declining.

Panr C—REVENUE PROVISIONS

Sec. 131. Taxation of Sacial Security and

tier 1 railroad rettrement bene-

Nts. .
Sec. 132. Acceleration af increases in FICA
tazes; 1964 employee tax credit.
Sec. 133. Tazes on self-employment income;
credii aguinst such taxes.
PART D—MISCELLAMEOUS PINANCING
Prowsrons

See. 141. Atlocation to PHsability Insurance
Trust Fend,

Sec. 142. I'nterfund dorrowing extension.
Sec. 143, Crediting amounts of unnegotial-
ed checks to trust fands.
Sec. 144, Transfer to trust funds for costs of
benefits ailributable to mili-
tary service before 1957.
Sec. 145. Payment to truat of amounts
" equivalent to on service
in the uniformed services per-
Sormed after 1056,
Sec. 146. Trust fmd fnvestnient procedure.
Sec. 147. Addition of pudlic members to
trust /und doard of trustees.
Sec. 148. Payment seheduls by State and

local '
Sec. 149. Nommzm af soclal se-
, taxes Mfum

Jor
tazes.
Sec. 151. Codificafios Rowean decision
witk respect th. meals and lodg-

tag.
Sec. 152. Treatment af copiridutions under
TITLE II-SUPPLEMENTAL SECURITY
ANCOME

Sec. 201. Mmevesse i benafit standard.
Sec. 202. Adfustments in Federal SSI pass-
[ ‘provistons.

rouph
Sec. 203, Notification with respect to SSI
progrem. ’

TITLE II-MEDICARE
Sec. 3¢1. Medicare payments for inpatient .
Rospéial sempioes on the daeis of
ve rates. :
Sac. 302. Conforming amendments.
Sec. 303. Reports, experiments, and demon-
stration. prajecis.
Sec. mm
Sec. 385. Delay in paonision relating to hos-
pital-based skilled mursing

\ Jactiitiss .
Sec. 306. Shift in part B premium o 'coin-
cide with oest-afliving in-

crease.
See. 307 mu t9 volamtary part A premium
to coincide with cost-ofliving
incrense.
TITLE N—UNI.PLOYH!NT
COMPENSATION
PART A—FEDERAL SUPPLEMENTAL
COMPENSATION
Sec. 401, Extension aof program.
Sec. 402. Number of weeks for whieh com-

pensaiion
Sec. 403 Effective date.
PARY B—PROWSIONS RELATING TO INTEREST
'AND CREDew REDOCTIONS
Sec. 411, Deferral of interest.
Sec. €12, Cap on credit reductton.
Sec. 413. Averape employer contridution
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Sec. 414. Date for payment of interest.
Sec. 415. Recoupment of interest.

PART C—MISCELLANEOUS PROVISIONS

Sec. 421. Treatment of employees providing
services to educational institu-

tions.

Sec. 422, Extended benefits for individuals
who are hospitalized or on jury
duty.

TITLE I-SOCIAL SECURITY
PART A—CHANGES IN COVERAGE
COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

SEC. 101. (a)(1) Section 210(a) of the Social
Security Act is amended by striking out
paragraphs (5) and (6) and inserting in lieu
thereof the following:

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

“14) would not be included in the term
‘employment’ for purposes of this subsection
by reason of the provisions of paragraph (5)
or (6) of this subsection as in effect on Janu-
ary 1, 1983, and ’

“(B) is performed by an individual who
has been continuously in the employ of the
United States or an instrumentality thereof
fincluding, solely for purposes of this para-
graph, the receipt of benefits under the Civil
Service Retirement and Disability Fund, or
any other benefits (based upon service as an
employee) under another retirement system
estadblished by a law of the United States for
employees of the Federal Government or
members of the Uniformed Services as being
in the employ’ of the United States) since
December 31, 1983 (and for this purpose an
individual who returns to the performance
of such service after a separation from such
service shall nevertheless be considered upon
such return as having been continuously in
the employ of the United States or an instru-
mentality thereof, regardless of whether the
period of such separation began before, on,
or after December 31, 1983, if the period of
such separation does not exceed 365 days);
except that this paragraph shall not apply
with respect to—

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

“li1) service performed as a Member, Dele-
gate, or Resident Commissioner of or to the
Congress,

“(ii1) service performed as the Commis-
sioner of Social Security, or

“(iv) any other service in the legislative
branch of the Federal Government if such
service is performed by an individual who,
on December 31, 1983, is not subject to sub-
chapter IIT of chapter 83 of title 5, United
States Code.

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

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

“IB) by any individual as an employee in-
cluded wunder section 5351(2) of title 5,
United States Code (relating to certain in-
terns, student nurses, and other student em-
ployees of hospitals of the Federal Govern-
ment), other than as a medical or dental
intern or a medical or dental resident in
training; or

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

(2) Section 210(p) of such Act is amended
by striking out “provisions of—" and all
that follows and inserting in lieu thereof
“provisions of subsection (a)(5).”.

(b)(1) Section 3121(d) of the Internal Reve-
nue Code of 1954 is amended by striking out
paragraphs (5) and (6) and inserting in lieu

. thereof the following:

CONGRESSIONAL RECORD — SENATE

“U5) service performed in the employ of the
United States or any instrumentality of the
United States, {f such service—

“(4) would not be included in the term
‘employment’ for purposes of this subsection
by reason of the provisions of paragraph (5)
or (6) of this subsection as in effect.on Janu-
ary 1, 1983, and

“(B) is performed by an individual who
has been continuously in the employ of the
United States or an instrumentality thereof
(including, solely for purposes of this para-
graph, the receipt of benefits under the Civil
Service Retirement and Disability Fund, or
any other benefits (based upon service as an
employee) under another retirement system
established by a law of the United States for
employees of the Federal Government or
members of the Uniformed Services as being
‘in the employ’ of the United States) since
December 31, 1983 (and for this purpose an
individual who returns to the performance
of such service after a separation from such
service shall nevertheless be considered upon
such return as having been continuously in
the employ of the United States or an instru-
mentality thereof, regardless of whether the
period of such separation began before, on,
or after December 31, 1983, if the period of
such separation does not exceed 365 days);
except that this paragraph shall not apply
with respect to—

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

“(ii) service performed as a Member, Dele-
gate, or Resident Commissioner of or to the
Congress,

“(iii) service performed as the Commis-
sioner of Social Security, or

“fiv) any other service in the legislative
branch of the Federal Government if such
service i3 performed by an individual who,
on December 31, 1983, is not subject to sub-
chapter IIT of chapter 83 of title 5, United
States Code;

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

“lA) in a penal institution of the United
States by an inmate thereof:

“(B) by any individual as an employee in-
cluded under section 5351(2) of title 5,
United States Code (relating to certain in-
terns, student nurses, and other student em-
ployees of hospitals of the Federal Govern-
ment), other than as a medical or dental
intern or a medical or dental resident in
training; or

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

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

“(1) IN GENERAL.—FOr purposes of the taxes
imposed by sections 3101(b) and 3111(b),
subsection (b) shall be applied without
regard to paragraph (5) thereof.”,

fc) The amendments made by this section
shall be effective with respect to remunera-
tion paid after December 31, 1983.

(d) Nothing in this Act shall reduce the ac-
crued entitlements to future benefits under
the Federal Retirement System of current
and retired Federal employees and their
Samilies. '

COVERAGE OF EMPLOYEES OF NONPROFIT
ORGANIZATIONS

SEC. 102. (a) Section 210(a)(8) of the Social
Security Act is amended by striking out sub-
paragraph (B) thereof and by striking out
‘“(A)” after “(8)”.

(b)(1) Section 3121(b)(8) of the Internal
Revenue Code of 1954 is amended by strik-
ing out sudbparagraph (B) thereof and by
striking out “(A)” after “(8)".

(2) Subsection (k) of section 3121 of such
Code is repealed.
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fc) The amendments made by this section
shall be effective with respect to remunera-
tion paid after December 31, 1983.

(d) Notwithstanding any provision of sec-
tion 3121(k) of the Internal Revenue Code of
1954 (or any other provision of law) the
period for which a certificate is in effect
under such section may not be terminated
on or after the date of the enactment of this
Act, .

DURATION OF AGREEMENT FOR COVERAGE OF
STATE AND LOCAL EMPLOYEES

SEC, 103. (a) Subsection (g) of section 218
of the Social Security Act is amended to
read as follows:

“Duration of Agreement

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

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 was in effect on such date, and to
any agreement or modification thereof
which may become effective under such sec-
tion 218 after that date.

EXCLUSION OF SERVICES PERFORMED BY
MEMBERS OF CERTAIN RELIGIOUS SECTS

SEC. 104, (a) Section 3121 of the Internal
Revenue Code of 1954 is amended by adding
at the end thereof the following new subsec-
tion:

“lfv) MEMBERS OF CERTAIN RELIGIOUS
Farrns.—

“(1) EXEMPTION.—Any individual may file
an application (in such form and manner,
and with such official, as may be prescribed
by regulations under this chapter) for an ex-
emption from the tax imposed by this chap-
ter with respect to wages paid to such indi-
vidual by an employer who is exempt from
the tar imposed wunder section 1401 by
reason of an exemption granted under sec-
tion 1402(g), if such individual is a member
of a recognized religious sect or division
thereof and is an adherent of established
tenets or teachings of such sect or division
by reason of which he is conscientiously op-
posed to acceptance of the benefits of any
private or public insurance which makes
payments in the event of death, disability,
old-age, or retirement or makes payments
toward the cost of, or provides services for,
medical care (including the benefits of any
insurance system established by the Social
Security Act). Such exemption may be grant-
ed only if the application contains or is ac-
companied by—

“CA) such evidence of such individual’s
membership in, and adherence to the tenets
or teachings of the sect or division thereof as
the Secretary may require for purposes of de-
termining such individual’s compliance
with the preceding sentence, and

“(B) his waiver of all benefits and other
payments under titles II and XVIII of the
Soctal Security Act on the basis of his wages
and self-employment income as well as all
such benefits and other payments to him on
the basis of the wages and self-employment
income of any other person,
and only if the Secretary of Health and
Human Services finds that—

“(1) such sect or division thereof has the
established tenets or teachings referred to in
the preceding sentence,

“(i1) it is the practice, and has been for a
period of time which he deems to be substan-
tial, for members of such sect or division
thereof to make provision for their depend-
ent members which in his judgment is rea-
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sonadle in view of their genercl levsl of
{iving, and

“iti) such secd or division thereqf has
mmmumummm
ber 31, 1980.
Anm&umwhmt«lhmiw
dividual if any benefit or othex payment re-
Jerred to in cubpanmwmcm
able (o7, buié for seetion 203 or 223(b) of. the
Social Security Act, would Rave become pay-
able) at or before the time of the filing of
such waiver.

“(2) PERIOD FOR WHNICH EXEMPTION EFFEC-
TIVE.—An exemption granted to any individ-
wal pursuant fo this sudsection shall apply
with respeet fo olf Laxadie yours Deginning
after December 31, 1983, except that such ex-
emption shall noé epply for any oalendar
year— -

“(4) ing (1) before the calendar year
in which such individual first met the re
quirements of the first sentence of para-
graph (1), or it) defore the time as of which
‘the Secretary of Health and Human Services
finds that the sect or division thereaf of
whick swch individual ts ¢ membder met, the

ts of clauses (ilaud«t)afbcro-
graph (1), or

“(B) ending ) after the time such indi-
vidual ceases to meet the requiremente of the
first senience af paragraph (1), or (it) after
the time as of which the Secretary of Negllh

and (i) q!pamamph
(b) Section 210ta) q{ the Social Security

Act i3 amended—
1) by ;’)MM out “or” at the end of pura-

(2) by striking out theperiod at the endypf
nmzwwimbmw
4, or’la
i (:)umummmwmmw

"/u;m in the empley of
an employer who is exemps from the tax im-
posed under section 1401 of the Inlernal
Revenue Code of 1954 by reason af an &x-

granted under seciion 1402(g) of

with
whom an m . been granted fand
umucabluudcrmaonuulv)qtmch

lcl Section 3121(b) of the Internal Reoenue
Code of 1954 s amended—

(1) by stviking out “or”’ Gttheendquara-
oraph (185

(2) by siriking eut the periad at the end of
mmuuﬂlw“wumhuuw
ld'"l’

Ialwwwdﬁemdthmfm.loaow-

in the employ of
exempt from the taz im-
posed under seation 1401 by reason of an w-
emption granied under section 1402(g) by
an individual with respect to whom an er-
emption has been granled (and is wplicc-
ble) under subseotion (v/) of this section.”.

(d) Section zazm af the Soeial &curwu
Act is amended by (mertina "or 3121(%)”
after “140210)” each place it appea;

fe) The umendmmt: made dy tJm section
shall apply with respect Lo remuneration
paid after December 31, 1983

Part B—~Changes in Benefits
SHINT OF COST-OF-LIVING ADJUSTMENTS TO
: CALENDAR YEAR BASIS

SEC. 111, (a)(1) Section 215(1)(2)A)HU of
the Social Security Act is amended by strik-
ing out “June’’ and inserting in liew thereos
“December”.

(2) Section 215(1)(2)(AMiit) of such Aet is

amended by stribing out ‘May” and insert- ' tube
‘Nowember”,

ing in liew thereof *
(3) Section 215(iM2MB) of such Act i
amended by striking out “May” each place
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#. appenrs umhmwm
osleh instance “Novomber'’

) Keclien NAEND d suh ‘Act i
mw'Wanddm

“November™., .

(7) Section. 202(m) of such Act fas if ap-
pltes in certain oases by reasan of section 2
Qf Public Law 97-123) 1a amended by strik-
ing aut “May” and inserting ia Heu thereaf
“Nbvember”.

N}Meamdmummwmucwm

:1sm qf the Social Securily Act Jbr years

(b)(l) s 215(411)(4) of the Soctal Se-
curity Act is amended by atur:uking out
in |

“March 31” and :sl:runa thereaf
“September 30", and by Itﬂlz;’a‘g“ut “1974” ¢

and {nserting iss Qeu thereaf
(2) Section 213M1)(1MA) of such Aot as in

effect in 1"8 ant as applied in
certain. cases aof such
Act as in elect after 1978, i3

beumber
amended by striking out “March 3. ”and fn-
“September

{c) Sectton 215014} of such Act i3 amend-

ed by inserttag *, and as d by section
201 (a)(6) and (01D of the Becurity
mwm'mr"clgrwect in

is
paragraph end in subseckion MNS) referred
to as ‘noncovered ssreice’) af st least one

S 3001

yesry duraiion, the primary insurance
amonnt of et individeeal during Ais enti-

Z

mary insurance amownt snder this sudsec-
tion (other than this pe: tph), except that
such second amount be reduced by

provisions of this tifle.
“t44) For purpeses af cdause (4), the percent
specified in this slause to—
“(1)-78.4 percent, WK respect o individ-
uals who initially decome edigidie for oi€ age
nsuronce

“(IV) 43.6 percent with. respect lo individ-

' uhwhowbeeomellaibloordietuuﬂ.

“(W 32.0 percent with respect to tudtvid-
wuals who s0 decome eligible or die in 1988 or

thereafter.
‘“(C) No primary

(ANCHE).
“4D)}{{) Aar periedic mt that other
wise meels lhe of subpare-

' MW.MMGMnoMMo:

g - ohall
monthly perlodlc mmnt Jor purposes of
paragragh.

thie
mumumdummm

clecied f0 receive & meviodic payment that

has been reduced 30 as to provide & survi-
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vors benefit to any other individual, the
payment is deemed to be increased (for the
purpose of any computation under this
paragraph) by such reduction.

“(iii) If an individual to whom subpara-
graph (A) applies is eligible for a periodic
payment beginning with a month that is
subsequent to the month in which he be-
comes eligible for old-age or disability insur-
ance benefits, the amount of that payment
Jor purposes of subparagraph (B) shall be
deemed to be the amount to which he 1is, or
is deemed, to become entitled (subject to
clauses (i), (it), and (iv) of this subpara-
graph) in such subsequent month.

“(iv) For purposes of this subparagraph,
the term ‘periodic payment’ includes ¢ pay-
ment payabdle in a lump sum if it is a com-
mutation of, or a substitute for, periodic
payments.

“(E) For purposes of subparagraph (B), lhe
applicabdle fraction is—

“(i) in the case of an individual who ﬁnt
becomes eligible during 1984 to a monthly
periodic payment described in subpara-
graph (A), one-fifteenth,

“11) in the case of an individual who first
becomes eligible during 1985 to a monthly
periodic payment described in subpara-
graph (A), two-fifteenths,

“(iii) in the case of an individual who
first becomes eligible during 1986 to a
monthly periodic payment described in sub-
paragraph (A), one-fifth,

“(iv) in the case of an individual who first
becomes eligible during 1987 to a monthly
periodic payment described in subpara-
graph (A), four-fifteenths, and

“(v) in the case of an individual who first
becomes eligible during 1988 or thereafter to
a monthly periodic payment described in
subparagraph (A), one-third.

“(F) This paragraph shall rot apply in the
case of an individual who has more than 30
vears of coverage fas defined in paragraph
(1X(C)(it). In the case of an individual who
has more than 24 years of coverage (as so de-
Jfined), the figure ‘32 percent’ in subpara-
graph (B) shall, if larger, be deemed to be—

“(i) 90 percent, in the case of an individu-
al who has 30 or more of such years of cover-

age;
“(ii) 80 percent, in the case of an individu-
al who has 29 of such years;
‘'(iii) 70 percent, in the case of an individ-
ual who has 28 of such years;
“fiv) 60 percent, in the case of an indw‘ld-
ual who has 27 of such years;
“tv) 50 percent, in the case of an individu-
al who has 26 of such years; and
“(vi) 40 percent, in the case of an individ-
ual who has 25 of such years.”.
(b) Section 215(d) of such Act is amended
by adding at the end thereof the following
new paragraphs
“(5)(A) In the case of an individual who
was not eligidle for an old-age or disability
insurance benefit for December 1983 and
whose primary insurance amount is not
computed under paragraph (1) of subsection
{a) by reason of paragraph (4)(B)(ii) of that
subsection, and who first becomes eligible
after 1983 to a monthly periodic payment
for a payment determined under subsection
(a)(7)(D)) based (in whole or in part) upon
his earnings in noncovered service of at
least one year’s duration, his primary insur-
ance amount for purposes of his entitlement
to old-age or disability insurance benefits
shall be the primary insurance amount com-
puted or recomputed under this subsection
(without regard to this paragraph and
before the application of subsection (1)) re-
duced by an amount equal to the smaller

Qf_

“(i) one-half of the primary insurance
amount (computed without regard to this
maragraph and before the application of
subsection (i)), or
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“(ii) the applicable fraction (as deter-
mined under subparagraph (B)) of the por-
tion of the monthly periodic payment (or
payment determined wunder subsection
(a)(7)(D)) attributable to noncovered service
to which that individual is entitled (or
deemed to be entitled) for the initial month
of his eligibility for old-age or disability in-
surance benefits.

For purposes of the preceding sentence, the
portion of the monthly periodic payment at-
tributable to. noncovered service shall be
that portion of such payment which bears
the same ratio to the amount of such pay-
ment as the number of months of service in
noncovered service to which such benefit is
attributable bears to the total number of
months of service to which such benefit is
attributadle. The amount of such periodic
payment for purposes of clause (ii) shall be
periodically recomputed at such times as the
Secretary determines there has been a sig-
nificant change in the amount of such peri-
odic payment.

“(B) For purposes of subparagraph (A), the
applicable fraction is—

“(i) in the case of an individual who first
becomes eligible during 1984 to a monthly
periodic payment described in subpara-
graph (A), one-fifteenth,

“(ii) in the case of an mdividual who first
becomes eligible during 1985 to a monthly
periodic payment described in subpara-
graph (A), two-fifteenths,

“(1i1) in the case of an individual who
first becomes eligible during 1986 to a
monthly periodic payment described in sub-
paragraph (A), one-fifth,

“tiv) in the case of an individual who first
becomes eligible during 1987 to a monthly
periodic payment described in subpara-
graph (A), four-fifteenths, and

“(v) in the case of an individual who first
becomes eligible during 1988 or thereafter to
e monthly periodic payment described in
subparagraph (A), one-third.

“(C) No primary insurance amount may
be reduced by reason of this paragraph
below the amount of the primary insurance
amount as determined under subsection
(a)(1)(C)(i).”,

fc) Section 215(f) of such Act is amended
by adding at the end the following new
paragraph:

“49)(A) In the case of an individual who
first becomes eligible for a periodic payment
determined under subsection (a)(7)(A) or
(a)(7)(D) in a month subsequent to the first
month in which he becomes eligidble for an
old-age or disability insurance benefit, and
whose primary insurance amount has been
computed without regard to either such sub-
section or subsection (d)(5), such individ-
ual’s primary insurance amount shall be re-
computed, in accordance with either such
subsection or subsection (d)(5), as may be
applicable, effective with the first month of
his concurrent eligibility for either 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—

“(1) 8o as to increase the monthly benefit
amount payable with respect to such pri-
mary insurance amount (other than in the
case of the individual’s death), such in-
crease shall be determined as though such
primary insurance amount had initially
been computed without regard to subsection
(a)(7) or (d)(5), or

“(i1) 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 computed with regard to)
subsection (a)(7) or (d)(5).
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“C) In the case of any individual whose
primary insurance amount is subject to the
requirements of subsection (a)(7) or (AN5),
the amount of such primary insurance
amount shall be recomputed as may be re-
quired under such subsections by reason of a
significant change in the amount of the rele-
vant periodic payment.”.

(d) Sections 202(e)(2)(B)(1) and
202(f)(3)(B)(i) of such Act are each amended
by striking out “section 215(f)(5) or (6)” and
inserting in lieu thereof ‘“section 215(f)(5),
215(f)(6), or 215(f)(9)(B)",

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

Sec. 113. (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—

“(A) a widow or a surviving divorced wife
marries after attaining age 60, 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.”.

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

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

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

“(A) a widower marries after attaining
age 60, or

“(B) a disabled widower described in
paragraph (1)(B)(ii) marries ajter attaining
age 50,

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

(c)(1) The amendments made by subsec-
tion (a) shall be effective with respect to
monthly benefits payable under title II of
the Social Security Act for months after De-
cember 1983.

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

DETERMINATION OF PRIMARY INSURANCE AMOUNT
FOR DEFERRED SURVIVOR BENEFITS

SEC. 114. (a) Section 215(a) of the Social
Security Act is amended by adding at the
end thereof the following new paragraph:

‘“48)(A4) If a person is entitled to bdenefils
under subsection (e) or (f) of section 202 on
the basis of the wages and self-employment
income of a deceased individual whose pri-
mary insurance amount would otherwise be
determined under paragraph (1), the pri-
mary insurance amount of such deceased in-
dividual shall be determined, for purposes of
determining the amount of the benefit under
such subsection, as if such deceased individ-
ual died in the year in which the person en-
titled to benefits under such subsection first
became eligible for such benefits or, if earli-
er, the year in which such deceased individ-
ual would have attained age 62 if he had not
died (except that the actual year of death of
such deceased individual shall be used for
purposes of section 215(b0)(2)(B)(ii)(II)).

“B) Notwithstanding subparagraph (A),
if a person—

“(1) i3 entitled to benefits under subsection
fe) or (f) of section 202 on the basis of the
wages and self-employment income of a de-
ceased individual, and

“(i1) was entitled to benefits under this
title on the basis of the wages and self-em-
ployment income of such deceased individu-
al in the month before the month in which
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such person became eligible for the benefits
described in clause (i),

the primary insurance amount of such de-
ceased individual shall be the primary in-
surance amount determined under the rules
which would apply (but for subparagraph

(A)) or the primary insurance amount deter-

mined. under subparagraph (A), whichever is
larger.”.

(b) The amendments made by subsection
(a) shall apply to the benefits of individuals
who become eligible for benefits under sec-
tion 202 (e) and (f) of the Social Sec'u.rtty Act
after December 1984.

BENEFITS POR DIVORCED SPOUSE REGARDLESS OF
WHETHER FORMER SPOUSE HAS RETTIRED

Skc, 115. (a) Section 202(b) of the Social
Security Act i3 amended by adding at the
end thereaf the following new paragraph’

“(5) For purposes of determining the enti-
tlement of a dfvorced wife to a benefit under
this subsection and the amount of such
benefit, in the case of a wife who has been
divorced from her former husband for a
period aof not less than 24 months—

“(A) such former husband shall be deemed
to be entitled to an old-age insurance denefit
VMwouldbeenuaadtosuchabenqﬁtifhe
applied therefor; and

“(B) the amount af such benefit for such
divorced wife shall be determined without
regard to reductions which are or would be
made under section 203 on account of work
performed by such former husband.”.

(b)(1) The amendment made by subsection
(a) shall be effective with respect to monthly
benefits payadble under title II of the Social
Security. Act Jor months after December
1984.

(2) In the case of an individual who was
not entitled to a monthly benefit under title
II of such Act for December 1984, no benefit
shall be paid under such title by reason of
such amendment unless proper application
Jor such benefit is made.

INCREASE IN BENEFIT ANOUNT FOR DISABLED

WIDOWS AND WIDOWERS :

Sec. 116. (a)(1) Section 202(q)(1) of the
Social Security Act {8 amended by striking
out the semicolon at the end of subpara-
graph (B)(ii) and all that follows and insert-
ing in liey thereaf a period.

(2) Section 202(q)(6) of such Act ia amend-
ed to read as follows:

*“(6) For purposes of this subsection, the
‘reduction period’ for an old-age, wife’s, hus-
band’s, widow’s, or widower’s insurance
benefit is the period beginning—

“(A) 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,

“(B) 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)(1) is effective, or

“(C) in the case of a widow’s or widower’s
insurance benefit, with the first day of the

first month for which such individual is en-
titled to such denefit or the first day of the
month in which such individual attains age
60, whichever is later,
and ending with the last day of the month
before the month in which such individual
attains retirement age.”.

(3) Section 202(q)(7) qfwch 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 old-age,
wife’s, husband’s, widow’s, or widower's in-
surance benefit is the reduction period pre-
scribed in paragraph (6) for such benefit, ex-
cluding—"".

(4) Paragraphs (1)(B)ti), (3)(E)ii), and
(3)(F)(it) of section 202(q) of such Act are
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each amended by striking out *“(6)(A)” and
inserting in liew thereof in each tmtance

“re)".

15) Secuon 2020Q)(3IMG) ‘of such Act is

rod ‘specified in pamraph (8)(B))” and
imertino in liew ph (6)"
(6) Section 202(q)(10) of such Act is

amended—

(A) by siriking out “or an additional ad-
justed reduction period”;

(B) in subparagraphs (B)(t), (C)(1), and
(CJ(14), by striking out “, plus the number of
months in the adjusted dddmomu reduction
period multiplied by %, of 1 percenl’; and

(C) in subparagraph (B)ii), by striking

out “, plus the number of months in the ad-
ditional muctum period multiplied by Y%

aof1

(b)(1) The amendments made by this sec-
tion shall be effective with respect to month-
ly benefits under title II of the Social Secu-
rity Act for months after December 1983.

(2) In the case of an individual who was
not entitled to a monthly benefit under title
II of such Act for December 1983, no benefit
shall be paid under such title by reason of
such amendmenis unless proper application
Jor such benefit is made.
ADJUSTMENT TO COST-OP-LIVING INCREASE WHEN

'TRUST FUND RATIO FALLS BELOW 20 PERCENT

Sxc. 117. (a) Section 215(8)(2HA)(i1) of the
Social Security Act is amended, in the
matter following clause (111), by siriking out
“The increase shall be derived” and insert-
ing in lieu thereof “Except as otherwise pro-
ﬂde:;tnpawwl,ﬂwlmmaubc

(b) Section 215(i) of such Act is amended

by adding at the end thereaf the following
new paragraph’
“US)M(A) The amount of thc increase under
paragraph (2) to dbecome effective for month-
ly benefits payabdle for 1988 or any
December thereafter shall, i/ the Secretary
makes a finding under this paragraph that
the combined trust funds ratto (as defined
in subparagraph (D)) as of the start of dbusi-
ness on January 1 of the calendar year in
which such December falls is less than 20.0
percent, be determined under paragraph (2)
by substituting—

“ti) the percentage (rounded to the nearest
one-tenth of 1 percent) by which the average
of the total wages for the preceding calendar
year (as determined for purposes of subsec-
tion (b)(3)(A)lii)) exceeds such average for
the second preceding calendar year (and v
no increase in such wages took place, the
percentage shall be deemed to be zero), for

“(ii) the percentage otherwise applicable
under paragraph (2),
dut only {f the percentage determined under
clause (i) is less than the percentage deter-
mined under clause (ii).

“(B) In any case in which a cost-of-living
adjustment would not be made under this
subsection on account of the relevant in-
crease in the Consumer Price Index being
less than 3 percent, no such cost-of-living in-
crease shall be made by reason of this para-
graph. For purposes of any subsequent deter-
mination of a cost-of-living increase based
upon a period of more than 12 months, the
percentage of the cost-of-living fncrease (if
any) to be applied under paragraph (2) shall
de the sum of the percentage increases for
each relevant 12-month period in such
longer period which would hdve deen effec-
tive under this subsection (including this
paragraph) dut for the provision of para-
graph (1) which limits such increases only
to cases in which the relevant increase in
the Consumer Price Indexr ts equal to or
greater than 3 percent.

“UC) The Secretary shall make the finding
with respect to the combined trust funds
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ratio (as of the start of business on January
1 of each calendar year) on October 1 of
each calendar year, based upon the most
recent data avdilable as of that time.

“(D) For purposes of this paragraph, the
term ‘comhbined trust funds ratio’ means the
ratio of— .

“(i) the combined bdalance in the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund, reduced by the amount of any
outstanding loan (including interest there-
on) from the Federal Hospital Insurance
Trust Fund, as of, the start of business on
January 1 of any calendar year, to

“(ii) the amount estimated by the Secre-
tary to be the total amount to dbe paid from
the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability
Insurance Trust Fund during guch calendar
year for all purposes authorized by section
201, but excluding any transfer payments be-

, tween such trust funds aend reducing the

amount of any tranafer to the Railroad Re-
tirement Account by the dmount of any
transfers into either guch trust fund from
the Railroad Retirement Account.

“(E) If any increase under paragraph (2)
has been determined on the basis of the sub-
stitute formula in subparapraph (A)i) of
this paragraph, and, for any succeeding cal-
endar year, the Secretary determines that
the combined trust funds ratio is greater
than 32.0 percent, the Secretary shall pay
additional benefits with respect to the 12-
month period beginning with ‘the following
December in amounts not to exceed—

“4¢4) in the aggregats, & total amount
which, according to actuarial estimate,

equals the amount by which the dalance in
such trust funds on the date of such determi-
nation exceeds the awmount necessary (o

benefits for each monék: th such 12-month
period, an amount equal to one-twel/th of
the total emount by which all benefits paid .
to him during all previous years were
than the amounts which would have
paid to him dut for the provisions aof this
paragraph.

Such additional denefits shall de paid

the full amount to all individuals (taking
into account the limitalion in clause (i),
amounts paid under this subparagraph shall
be paid on a pro rata bdasis to all individ-
uals who are entitled to any such amount
and are entitled to a benefit under this title
Jor the months in whick such additional
amounts are deing paid.

“(F) In any case in which additional pay-
ments are made by reason of the provisions
of subparagraph (E), for purposes of deter
mining benefit amounts for months after the
12-month period for which such additional

payable for such 12-month period shall be
deemed to be the actual percentage achieved
dy reason of such additional payments (as
measured with respect to payments which
are not subject to reduction under any other
provision of this Act).”.

(c) Only with respect to the determination
made for January 1, 1988, the combined
trust fund ratio for such year (for purposes
of determining the increase under section
215(4) of the Soctal Security Act for benefits
payable for December of such year) shall be
determined by using the actuarial estimate
of the Secretary of Health and Human serv-
ices of the ratio of—
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(1) the combined balance which will be
available in the Federal Old-Age and Survi-
vors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund, reduced by
the amount of any outstanding loan (in-
cluding interest thereon) from the Federel
Hospital Insurance Trust Fund, at the clase
of business an December 31 of such calendar
year, ta

(2) the amount estimated by the Secretary
to be the total amount to be paid from the
Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability In-
surance Trust Fund far calendar year 1988
Jor all purposes authorized by sectian 201 of
such. Aaf, but excluding any transfer pay-
ments betwsen such trust funds, and redug-
ing the amount of any transfer to the Raii-
road Retirement Acgount by the ameunt of
any tranafers into - either such trust fund
Jrom the Raflroad Retirement Aceount.

(d) Section 1617(a)(2) of the Social Seay-
rity Act is amended by inserting “ or, if
greater, the nercenlage by which
amounts under title IL woulll be increased
Jor such manth. but for the provisions of seg-
tion 215(i)(5),” after “are increased for sueh
month”.

INCREASE IN OLD-AGE INSURANCE. BENEFIT
AMOUMES QN ACCQUNT GF DELAYED RECIREMENY

Szc. 118. fa) Sectien 202(w)(1)i4) of the
Social Security Act is amended to resd os
Jollows:

“14) the applicable pementage (ae deter
mined undar paregraph (6)) of suok amound
mulliplfeddy’*

(b) Seelion 292¢wi-af sueh Act ts amended
by adding a8 the end thaveof-ifie Milowing
new pamegmph’

“(8) For pwrpeses of pamagroph (2)(4), the
applicadblepereentage-in—

“la) Y% of 1 percent inz the ause af an indé
vidued wharfirst becomnes eligible for an.old
age insurance benefidbefare: 1929, and

“(B) % oft 1 pencent in the. cwseroft an. thdi-
vidual whe first becomus sa elégibia after
1978, and before 1390

“(Chin the anse:of an indinidosk who finst
becomes so eligible after 1968 amxi befone
2008, a percentage equek tethe penceminge in
effeck under this sullparegraph far iditvids
uals who first became eligible in the preceed
ing calendar year. (ae incneased pursuant to
this clauseh. plus Yq.0f 1 percent, and

“ID1 in the case of an individual wha firet
becomes. s0. gligidble. afier 2408, % af 1 per
cent.”

(c)(1) Paragraphs. (21A) and (3) of seetion
202(wl of sueh. Act are: eash amended. by
siriking aut. “age 72” and inserting in liew
thereof “age 20"

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

INCREASE IN RETIREMENT AGE

SEC: 119. () Section 216 of the Seeiab Se-
curity Act i3 amended by inserting Before
subsection (b the following new subsectiom:

“Retirement Age

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

“lA) with respect ta an indinidual who at-
tains the early retirement age (as defined in
paragraph. (2)) before Januaey 1, 2000, 65
vears.of age;

“(B) with respect to. an. individual who at-
tains early. retirement age. afier Deeember
31, 1999, and before. Janmary 1, 2012, 65
years of age plus the number of menths. in
the age increase factor (as determined under
paragraph (3)) for the year in which suckh.in-
dividual altains early retizement age; and

“UCr wilh respect ta an individual whao at-
tains enrly retirement age afler December
31, 2014, 65 years of age.

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

“3) The age increase factor for individ-
uals who attedn early retirement age im the
period described in subparagraph (B) shail
be equal to one-twelfth of the number of
months im the period beginning with Janu-
ary 2600 and ending with December of the
year in which. the individual atteins early
retirement age.

(b)(1) Sectiom. 202(q)(9) of such Act is
amended to read as follows:

“19% The amvount of the reduction for early
retirement specified in paragraph (1) shail
be periodically revised by the Secretary sueh
thal—

“1A) for ol&bage ineurance benefits, wife’s
insuranee benefits, and husband’s insuraonce
benefits, the reduction applicable to an inde-
vidual entitled to such a benafit at an age
not more-than 3 years lower than the retire-
ment age applicable to such individual,
shall be the same ae under such paragraph
(1), and sweh reduetton shall be increased by
Rve-twelfMhs of I percemt for emch month
below- thet age which is 3 years lower than
the appieadle retfrement age; and

“UB) for widow’s insurance benefits and
widower’s insurance benefits, the reduction
Jor those entitled to such benefits at the ear
Uest possidle early retiremend age shall be
the same as specified in paregreph (1), and
hose far later ages shall be eatadlished by
limeas: inderpolation betwucen the applicable
neduatian for such caeliest posaible. eanty. ne
tiremend:age and a.fasbor of unity aé the. ap-
plicadle retiremenbage.”.

(2) Sectéon 282(gi 1)iof such.Act is amend-
ed by striking out “If” and inserting.in lieu
thereof “Subjeet o paragraph:(9%. i1

(c) The Seeiak Seeurity Act is amended—

(1) by striking out “age 65 or “age of 65
as the cuse may-De, euck plaee i apwears in
tRe following seetione and insevting in liew
thereaf i each instance “retirement age (as
defined in section 216t )"

(#) subsectiens (&), (b), (ch (d); (e} (F); (q¥
fr), and (@) affseetton 202,

(B) subseetions (c) and (f¥ of section 208

(Ch sactton 21(bH3),

(D) suBscation (MM af seetion 215,

(EY sulssecttons (W and (1) of section 218

(F) section 223(a),

(GPsubsections (w), (D). (c);, and (e) of sec-
tion 228,

(H) secttén 1811,

(1) sectton 1318w (1);

(J) section 1838(2);

(K) sectbon 1837, )

(L):subseotions: (c) and (f) of section 1839;

(M) seetton 1838,

(N) secttorn 1844¢); and

(O) section 1876(a)(5);

(2) by striking ouk “age: sixty-five’™ in see~
bion 208(c) and inserting in Bew thereo “re-
tirement age (as definsed im- sectton 216va))™
and

(3) by striking owt ‘“wge of sirty-five” iw
Section 228tu) and inserting in liew thereof
“retivenmvent” age (0w defined in section
246(a))”,

ADJUSTMENTS IN OASDI BENEFIT FORMULA

SEC. 120. (a) Section. 215(al(1HA) of the
Sacial. Securidy Act is. amendad by striking
eut “90 pencent” in. clause (&), “32 percent”
in clause: (i), and “15 percent” in clause.
(1id) and. inserting in lieu thereaf in each in-
stance “the applieable narcentage (deter-
mined under paragraph (8))”,.

(8 The [first senbence of sectiom
215(a)t7M(Bl of such Aat (asadded by section
113(a) of this Act) is. amended by striking
aut “61 percent” and inserting in liew thers~
of “the applicable penxcentage as determined.
under paragraph (8)”.

(c) Sectien. 215(@) of such Act is further
amended by adding at the end thereof (after
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the new paragraph added by section $13 of
this Act) the following new paragraph:

“8) The ‘applicable percentages’ for per-
poses of clauses (i), (i), and (iii) of pava-
graph (1)(A), and the ‘applicable pereentage’
Jor purposes of the first sentence of para-
graph (7)(B), shall be determined as follows:

The ‘appltcable percentage’—

Jor
“For individuals purposes
who initially of clause
bjecon;z eligidle for {ii) of Jor
or old-age or para-

e purposes Purposes
disability of clause  ITOPR o lause
insurance (i) of (1)(4) (1) of

bmd‘teﬂtf' or who pare. arhd t?e pamg
ore 78
becoming eligible 71’7&’} sentence 97 &’7
Jor such benefits) 15— of :
in— para- s~
graph
(7)(B)
f9—
ar;y year from
90.0 32.0 15.0
89.4 31.8 14.9
88.8 31.6 14.8
882 31.4 14.7
87.6 31.1 14.6
&§7.00 30.9 14.5
2006 558 23'57 fﬁ
2007 o7 thereafior .. 85.2 303 142

PHASEOUT OF [EARNINGS LIMITATION FOR
BENEFICIARIES. WHO HAVE ATTAINED RETIRS-
MENT AGE

SEC. 121. (a) Section 203(f)(8)(D) of the
Social Security Act is amended by inserting
“ti)” after ‘“ID)* and adding at the end
thereof the following new clause:

“lii) Netwithstanding any other pravision
of this subsection, the exempt amount appli-
cable to any individual whe has adtained re-
tirement age, as atherwise determined under
this subsection, shall be increased by—

‘(1) $250 for each menth in any tarable
year ending afler 1989 and before 1981;

‘“UII) $5@0 fox eash mondh in any tacable
year ending after 1980 -and before 19802;

“(II1) $750 for each month in any: tacable
year ending after 1991 and before 1993

“4IV) $1,000 for each menth in-any baxabie
year ending afier 1992 and befexe 1904; and

“UVh $1,250 for eaclh month in amwy tavabie
year ending after 1993 and Befere 1995,

(b) Section 203te)(1) of the Social Security
Act is amended by striking out “the age of
soventy’” and inserting in lieu thereof ‘re.
tirement age”’

(c) The last sentence of section 283(c) of
such Act is amended By striking out “nor
shall' any deduction” and all that follows
and inserting in lleu thereof “nor shall any
deduction be made under this sulisection
Jfrom any widow’s or widawer’s. insurance
Yenefits if the widow, surviving divorced
wife, widower, or surviving divorced hus-
band involved became entitled to such bene-
Jit prior to attaining age 60.”;

(d) Section 203(d)(1) of such Act is amend-
ed by striking aut “the age of seventy” and
inserting in lieu thereof “retirement age”,

(e) Section 203(f)(1) of such.Act is amend-
ed—

(1) in clause (B), by striking out “the age
of seventy” and inserting in lieu thereaf “re-
tiremant age’;

(2) by amending clause (D) to read as fal
laws: “4D) for which sueh.individwal is enti
tied ta. widew’s ar widower's insurence: bene-
Jits if such imdividugl became so entitled
prior to attaining age 60,”; and

(3 by striking out “the applicable exempt
amount” each place it appears and insert-

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120008-5



Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120008-5

- . <

March 16, 1983
ing in lieu t'hereqf in each instance “the
exempt amount”.

(f) Section 203(f)(3) of such Act is amend-

ed—
(1) by striking out ‘“‘applicable exempt

amount” and inserting in lieu thereof appl

“exempt amount’; and

(2) by striking out “age 70" and inserting
in lieu thereof “retirement age”.

(9) Section 203(f)(4)(B) of such Act {is
amended by striking out “applicadble exempt
amount” and inserting in lieu thereof
“exempt amount”.

(h) Section 203(f)(8)(A) of such Act is
amended. by striking out “exempt amounts
(separately stated for individuals described
in subparagreph (D) and for other individ-
uals) which are to de applicadle” and insert-
ing in lieu thereof “exempt amount which is
to be applicable”.

(i) Section 203(f)(8)(B) of such Act is

amended—

(1) by striking out “Exzcept as otherwise
provided in subparagraph (D), the exempt
amount which is applicadle to individuals
described in such subparagraph and the
exempt amount which is applicable Lo other
individuals, for each month of-a particular
taxable year, shall each be” and inserting in
lieu thereof “The exempt amount for each
month of a particular taxable year shall be’;

(2) in clause (i), by striking out “corre-
sponding’; and

(3) in the matter following clause (ii), by
striking out “an exempt amount” and in-
serting in lieu thereaf “the exempt amount”.

(i) Section 203(f)(8) of such Act is amend-
ed by striking out subparagraph (D) thereof.

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

(1) by striking out “applicadble exempt
amount” and inserting in lieu thereof
“exempt amount”; and

(2) by striking out “age 70” each place it
appears and inserting in lieu thereof in eqch
instance “retirement age’.

(1) Section 203(4) af such Act is amended—

(1) by striking out “Age Seventy” in the
heading thereof and inserting in lieu thereof
“Retirement Age”; and

(2) by striking out “seventy years of age”
and inserting in lieu thereof ‘“retirement
age’.

fm) Section 202(wH2) of such Act (as
amended by section 118 of this Act) is fur-
ther amended by inserting ‘for months prior
to 1984 defore “‘and prior”.

(n) The amendmenis made by this section,
other than subsection (a) and subsection
(m), shall be effective with respect to taxable
years ending after 1994.

INCREASE IN DROPOUT YEARS FOR TIME SPENT IN
CHILD CARE

Skc. 122. (a) Section 215(b)(2)(A) of the
Social Security Act is amended, in the third
sentence thereof—

(1) by striking out “clause (ii)” each place
it appears and inserting in lieu thereof in
each instance “clause (1) or (ii)”; and -

(2) by striking oul “a combined total not
exceeding 3” and inserting ‘@ combined
total not exceeding 7"

(b) The amendments made by this section
shall apply only with respect tb individuals
who first become eligible for benefits under
title II of the Social Security Act for months
after December 1983.

LIMITATION ON PAYMENTS TO PRISONERS

SEC. 123. (a) Section 202 of the Social Se-
curity Act is amended by adding at the end
thereof the following new subsection.

“Suspension of Benefits for Inmates of
Penal Institutions

“4x)(1) Notwithstanding any other provi-
sion of this title, no monthly benefits shall
be paid under this section or under section
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223 tq any tndioidual Jor any month during
which such individual i3 confined in a fail,
pruon, or other penal institution or correc-

tional facility, pursuant to his conviction of
an' offense which constituted a felony under
{cadle law.

“(8) mwm which would dbe payadle lo
any indtvidual (other than a confined {ndi-
vidual to whom benefits are not payabdle by
reason of paragraph (1)) under this title on
the basis of the wages and self-employment
income of such a confined individual dut
for the provisions of paragraph (1), shall be *

_payable as though such confined tndividual

were receiving such benefits.

“(3) Notwithstanding the provisions of
section 552a of title 5, United States Code,
or any other provision of Federal or State
law, any agency of the United States Gov-
ernment or of any State (or political subdi-
viston thereaf) shall make avefladle to the
Secretary, upon written request, the name

_and social security account number of any

individual who is confined in a sail, prison,
or other penal institution or correctional fa-

cility under the jurisdiction of such agency,
pursuant to his conviciion of an offense
which constituted a felony under applicadble
law, which the Secretary may require to
carry out the provisions of this subdsection.”,

(b) Section 223 of such Act is amended by

~striking out subsection (f).

(¢] The amendments made by. subsections
(a) and (b) shall apply with respect lo
monthly benefits paughle for months begir-
ning on or after the date qfﬂw enactment of
this Act.

LIMITATIONS ON PAYMENTS TO NONRESIDENT

ALIENS

SEC. 124. (a) Section 203(t)(1) of the Social
Security Act is amended to read as follows:

“(1)(A) Notwithstanding any other provi-
sion of this title (but subdject to sudpara-
graphs (B) through (D) of this paragraph),
no monthly bdenefit shall de paid under this
section or section 223 for any month to any
individual who is not a citizen or national
of the United States if such individual is
outside the United States.

“(B) For purposes of this paragraph, an
individual shall be considered Zo be outside
the United States in any month only i/ such

month occurs—

“(i) after the sitth consecutive calendar
month during all of which (as determined by
the Secretary on the basis of information
Jurnished to him by the Attorney General or
information which otherwise comes to his
attention) such individual is outside the
United States, and

“(ii) prior to the first month thereaﬁer
during all of which such individual has been
in the United States;
but in applying the preceding provisions of
this subparagraph an individual who has
deen outside the United States for any
period of 30 consecutive days shall be ireat-
ed as remaining outside the United States
until he has deen in the United States for a

of 30 consecutive days.

“(C)i) An individual who i3 otherwise
prevented by subparagraph (A) from receiv-
ing benefits under this title shall neverthe-
less be paid such benefits, as though such
subparagraph were inapplicadble, until the
total amount af such bdenefits (excluding
amounts withheld from such benefits under
section 1441 of the Internal Revenue Code of
1954) equals the total amount of the taxes
payable under sections 3101 and 1401 of the
Internal Revenue Code of 1954 (or tRe corre-
sponding provisions of prior law) with re-
spect to the wages and self-employment
income on which such denefits are based (as
dctermined by the Secretary on the basis of

wages and self-employment income)
pluc mtemt lal determined under clause
(iii)).

S 3005

“(ii) In determining the total amount of
denefits payadble to an individual under
clause (i) with respect to the wages and self-
employment income of any individual, the
Secretary shall take into account all benefits
paid before such determination is made on
the basis of such wages and self-employment
income (wherever paid).

“(iii) For purposes af this subparagraph,
interest on taxes payable under sections
3101 and 1401 of the Internal Revenue Code
,of 1954 (or corresponding provisions of
prior law) shall be compounded annually
Jrom July 1 of the year in which such tares
were payable only until the last day of the
year preceding the year in which the indi-
vidual on the basis of whose wages and self-
employment income denefits ere to de paid
attains age 62, becomes disabled, or dies,
whichever. occurs first, at a rate of 3.0 per-
cent for the period after 1936 and before
1951, and, for each year after 1950, at a rale
equal to the average af the twelve monthly
interest rates determined under section 201
Jor such year.

“(D) For purposes of this paragraph, the
term ‘United States’ (when uped in either a
geographical or political sense) means the
States, the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Is-
lands, Guam, American Samoa, the Trust
Territory of the Pacific Islands, and any
other territory or possession of the United
States.”.

(b) Section 202(t)(2) of such Act is re-
pealed.

(c) Section 202(t)(3) of such Act i8 amend-
ed to read as follows:

“(3) Paragraph (1) shall not apply—

“(A) in any case where its application
would be contrary to any treaty obdligation
of the United States {n t on the date of
the enactment of the Social Security Amend-
ments of 1983, or

“(B) to individuals ivho are citizens or
residents of e couniry . with which the
United States has concluded an internation-
al social security agreement pursuant to sec-
tion 233, unless otherwise provided by such

L ”»

(d) Section 202(t)(4) of such Act is amend-

ed—

p 8()1) by striking out subparagraphs (A) and
(2) by redesignating subparagraphs (C),

(D), and (E) as subparagraphs (A), (B), and

(C); and
(3) by striking out the semicolon al the

end of subparagraph (C) (as 30 redesignat-

ed) and all that follows and inserting in lieu
thereaf a period.

fe) The heading of section 202(t) of such
Act is amended by adding at the end thereof
the following: ‘c Prohibition Against Pay-
ment of Bmﬂb to Aliens Not Permanent
Residents”.

(/)(1) The amendments made by the pre-
ceding subsections shall apply with respect
to any individual who initially becomes eli-
gible for benefits under section 202 or 223 of
yw” focial Security Act after December 31,

(2) Section 202(t) of the Social Security
Act (as in effect on the day defore the date of
enactment of this Act) shall apply with re-
‘spect to individuals who are eligidble for
benefits under section 202 or 223 of such Act
before January 1, 1985. )

REDUCTION OF COST-OF-LIVING INCREASE IF
TRUST FUNDS RATIO IS BELOW 20 PERCENT AND
DECLINING
Szc. 125. (a) Secﬁon 215(4) of the Social

SecuﬁtyActumaddhaddimatM

end thereaf the following new paragraph:

“(5)(A) On or defore July I of each calen-
dar year after 1983, the Secretary shall deter-
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mine whether the estimated OASDI trust
Sfund ratio for the second calendar year Jol-
lowing such calendar year will be—

“fi) less than 20.0 percent; and

“fii) less than the estimated OASDI trust
Sund ratio for the first calendar year follow-
ing the year in which such determination is
made.

“(B) If the Secretary finds that the OASDI
trust fund ratio for the seeond calendar vear
Jollowing such calendar year will be less
than each of the ratios described im clauses
(i) and (it) of subparagraph (A), the Secre-
tary shall—

“(1) notify the Congress on or before-July 1
of such calendar year that, absent a change
of circumstances, it will be necessary to
reduce the amaunt of the percentuge cost-of-
living inerease otherwise payable under this
subsectian with respect to benefits for
months after Nowvember of such calendar
year; and

“(ii) absent a change of circumstances
before such: cost-of-living increase is detem
mined that will allow the full amount of
benefits otherwise puyable to be paid in a
timely fashion, reduce the arhount of such
percentage increase (but not below zero) in
accordance with subparagraph (C) to the
extent necessury to emsure that the OASDI
lrust fund matio for the second calendan year
Jollowing the calendar year in which the de-
termination is made will not fall below the
lower of—

“(I) 20.0 percent, or

“(Il) the OASDI trust fund ratio for the
calendar year following the calendar year in
which the determination is made.

“(C) In reducing a cost-of-living percent-
age increase under sudbparagraph (B), the
Secretary shall first apply such reduction to
the percentage increase otherwise payable
with respect to monthly benefits payable

under this section that are based oan a pri-

mary insurance amount of $250 or more for
the month preceding such cost-of-living in-
crease; the percentuge increase applied to
the primary insurance amount used to de-
termine all other monthly benefits shall not
be sueh as to increase such primary insur-
ance amounts above $250. If further reduc-
tion in outgo i3 required, a reduction in the
Ppercentage increase applicable with respect
to monthly benefits based on a primary in-
surance amount of less than $250 far such
preceding month shall be made.

“tD) For purposes of this paragraph, the
term ‘OASDI trust fund ratio’ shall mean,
with respect to any calendar year, the ratio

“(ik the ameunt estimated by the Secretary
to be equal to the combined balance in the
Federal ®©ld-Age and Survivors Insurance
Trust Fund and the Federal Disability In-
surance Trust Fund as of the start of busi-
ness on January 1 of such -calendar vean,.
laking into account any cost-of-living in-
crease thet atherwise would be made with
respect to benefits paid during such. year.
and any actions possible to be taken unden
sections 201(1) and 1817(3) (relating to inter-
Jund borrowing) and 201 (a) and (m) (relats
ing lo normalized crediting of social secu-
rity taxes), to

“(ii) the amount estimated by the Secre-
tary to be. the total amount to be paid Srom
such Trusé Funds during such calendar year
(other than payments of interest on, and re-
payments of loans from), sueh Trust Funds;
and reducing the amount of any transfer ta
the Railroad Retirement Account by the
amount of any transfer to such account
Jrom any such Trust Fund.

“tE) With respect to any calendar year be-
ginning before January 1988 for which a de-
termination is required to be made under
subparagraph (4J), the estimated OASDI
trust fund ratio for the second calendar year

»
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follawing such calendar year shall be treated
as exceeding the estimated. QASDI trust fund
ratio for the first calendar year Jollowing
such calendar year if ratio. of the estimated
combined balances in the Federal Old-Age
end Survivors Insurance Trust Fund, the
Federal Disability Insurance Trust Fund,
and the Federal Hospital Insurance Trust
Fund for such second following calendar
year to the amounts estimated to be paid
Jrom. all such Trust Funds during such
second following calendar year exceeds the
ratio of the estimated balances in all such
Trust Funds to estimated payments from all
such Trust Funds for such first follawing
calendar year.”. .
PART C—REVENUE PROVISIONS

SEC. 131. TAXATION OF SOCIAL SECURITY AND

- - TIER 1 RAILROAD RETIREMENT

BENEFITS.

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

“SEC. 86. SOCIAL SECURITY AND TIER 1 RAIL-
ROAD RETIREMENT BENEFITS.

“fa) IN GENERAL.—Gross income for the
taxable year of any taxpayer described in
subsection (b) includes social security bene-
Jits in an amount equal to the lesser af—

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

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

“Cb) TaxPAYERS TO WHOM SUBSECTION (a;
APPLIES,—

“(1) IN GENERAL.—A taxpayer is described
in this subsection if—

“(A) the sum of—

“4i) the adjusted gross income of the tax-
payer for the taxable year, plus

“lit) one-half of the social security benefits
received during the taradle year, exceeds

“IB) the base amount.

“/2) ADJUSTED GROSS INCOME.—For pur-
poses of this subsection, the adjusted gross
tncome of the taxpayer for the taxable year
shall be—

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

“UB) increased by the amount of interest of
the taxpayer which is exempt from tax for
the tazable year.

“fc) BASE AMOUNT.—For purposes of this
section, the term ‘base amount’ means—

“l1) except as otherwise provided in this
subsection, $25,000,

“12) $32,000, in the case of a jeint return,’

and

“(3) zero, in the case of a tarpayer who—

“TA4) is married at the close of the taxable
year (within the meaning of section 143) but
does not file a joint return Jor such year,
and

“(B) does not live apart from his spouse at
all times during the taxable year.

“(d) Soc1ar SECURITY BENEFIT.—

“(1) In GENERAL.—For purposes of this sec-
tton, the term ‘social security benefit’ means
any amount received by the taxrpayer by
reason of entitlement to— )

‘“IA) @ monthly benefit under title IT of the
Social Security Act (determined without
regard to section 203(i) of the Social Secu-
rity Act), or

“(B) a tier 1 railroad retirement benefit.

“(2) ADJUSTMENT FOR REPAYMENTS DURING
YEAR.— °

“(A) IN GENERAL.—For purposes of this sec-
ton, the amount of social security benefits
received during any taxable year shall be re-
duced by any repayment made by the taz-
payer during the taxable year of a social se-
curity benefit previously received by the taz-
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payer (whether or not such benefit was re-
ceived during the tarable year).

“tB) DENIAL OF DEDUCTION.—If (but for this
subparagraph) any portion of the repay-
ments referred to in subparagraph (4) would
have been allowable as a deduction for the
taxeble year under section 165, such. portion
shall be allowable as a deduction only to the
extent it exceeds the social security benefits
received by the tarpayer during the taxable
vear (and not. repaid during such tazable
vear).

“U3) TIER 1 RAILROAD RETIREMENT BENERIT.—
For purposes of paragraph (1), the term ‘tier
1 railread retirement benefit’ means a
monthly benefit under section 3(a), 4(a), or
4(f) of the Railroad Retirement Act of 1974,

“fe) LIMITATION ON AMOUNT INCLUDED
WHERE TAXPAYER RECEIVES LUMP-SUM PAy-
MENT.—

‘1) LIMITATION.—If—

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

“(B) the taxpayer makes an election under
this subsection for the tarable year,
then the amount included in gross income
under this section for the taxable year by
reason of the receipt of such portion shall
not exceed the sum. of the increases in gross
income under this chapter far prior taxable
years which would result solely from taking
into account such portion in the tarabdle
years to which it is attridutabdle.

“(2) SPECIAL RULES.—

"“{A) YEAR TO WHICH BENEPIT ATTRIBUTA
BLE.—For purposes of this subsection, a
social security benefit is attributable to a
taxable year if the generally applicadle pay-
ment date for such benefit occurred during
such taxabdle year.

‘“/B) ELBcTION.—An ealection under this
subsection shall be made at such time and
in such manner as the Secretary shall by regs
ulations prescribe. Such election, once
made, may be revoked only with the consent
@f the Secretary.

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

“(1) sectiom 43(ciH2) (defining earned
income),

“(2) section 213(f)(1) (defining compensa-
tion),

“13) section 2211b)(2) (defining earned
income), and )

“(4) section 911(b)(1) (defining foreign
earned income),

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

(b) INFORMATION REPORTING.—Subpart B of
part III of subchapter A of chapter 61 of
such Code (relating to information concern-
ing transactions with other persons) is
amended by adding at the end thereof the
JSollowing new section:

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

“fa) REQUIREMENT OF REPORTING.—The ap-
vropriate Federal official shall make. a
return, according to the forms and regula-
tions prescrided by the Secretary, setting
Sorth—

“41) the—

“lA) aggregate amount of social securitly
benefits paid with respect to any individual
during any calendar year, and

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

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

“(b) STATEMENTS TO BE FURNISHED TO INDI-
VIDUALS WrITH RESPECT TO WHOM INFORMATION
Is FURNISHED.—Every person making a
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return under subsection (@) shall furnish to
each individual whose name is set forth in
such return a weritlen statement showing—

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

“(2) the aggregate amount of payments, of
repayments, and of reductions, with respect
to the indtvidual as shown on such return.
The written_statement required under the
preceding sentenoe shall be furnished fo the
individual on or before January 31 of the
year following the oalendar year for which
the return under subsection (a) was made.

“(c) DErauTIONS.—FOT purposss of this sec-
tion— .

“(1) APPROPRIATE JFXDERAL OFFICIAL.
term ‘e, Federal ’ means—

“(A) the Secretary of Health and Humen

Services in the case af social securily dene-
fits described in section 86/d)(1)(A), and
“(B) the Rallroad Retlirement Board in the
case of wegl security | in
section 88(dJ11)(B), ‘ .

“(2) SOCIUL SECURITY BENEFIT.—The -lerm
social security benefit’ has the meaning
given to such ternt by section 86(d)(1).".

{c) TREATMENT OF NONRESIDENT —

(1) AMENDNENT OF SECTION $71ra).—Subsec-
tion (a) of section 871 of such Code fretating
to tax on tncome not connected with Yitted:
States dusiness) iz emended by adifing at the:

“(3) TAXEPION OF POCIAL SECURITY BENS-
rrrs.—For purposes of this section end sec-
tion 1441— )

“tA) oneRal of eny social security dena/it
(as dafined in section 86(d)) shaR be inclnd-
ed i gross imcoms, and

“(B) section $6 shall not apply.”.

(2) DISCLOBURE OF INFORMATION TO SOCTAL
SECURITY ADMINISTRETION OR RAILROAD RETIRE-

MENT DOARD.— :

(A) IN aENERAL-~Subsection M) of section
6103 of such Code (relating to diselosure to
certain aofficers Jor

Faderal and employees for
purposes of tux adwministration, ato.) 13
amended by adding &t the end thereaf the

Jollowing new
“(8) SOCDIL SECURITY SENEXITS.—Upon writ-

benefits (as defined in section 865d)). ™

(B) CONFORMING . AMENDMENT.~—Paragraph
(4) of section 6103(p) of such Code (relating
to safeguards) is amended by tnserting
“CR)(6),” after “(RH(2),"” in the material pre-
ceding subparagraph {4) end i subdbpara-
graph (F) L) thereol

(d) Soour Sscuriry Bansyws TREATED A8
UNITED STATES SOURCED.—Subsection (a) of
section 861 of such Code (relating jo incoms
from sources within the Uniled Siates) is
amended by adding at the end dheresaf the
Jollowing new paragraph. N

“(8) SOCIAL SECURITY BENEFRTS.—Any social
Msd)) denefit (as defined én section

8(d)).”.

(e) TRANSFERS TO TRUST FUNDS.—

(1) IN GENERAL—There are hereby appro-
priated {o each payor fund amounts equive-
lent to the aggregate increase in tax liabil-
ities under chapler 1 of the internal Reve-
nue Code af 1954 whioh is attribuiadle o the
application of sections 86 and 871(a)i(3) of
such Code (as added by this section). o pay-
ments from such payor fund.

(2) TRANSFERS.—The amounis appropriated
by paragraph (1) to any payor fund shall be-
tranaferred from lime to time (but not less
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JSund of the on. the dasis of esti-
of the amounts to in puch para-

E

the extent prior estimatles were 1% éxgess
orlcumauma‘moumrdq_iﬂdb

tranaferred.
{3) Drrinrrrons.—For purposes of this sud-
term “ndgor Sund”

(A) Pavor yuxp—The
means any trust Jund. or accoxat from
which payments of socidl securily beuefits

MNuman Services and Batiroad

(4} the tranafers. made wnder this subsec-
tion during the yean snd.lhe

wsed 8 -dhe mwmount of such
mwmm«m which
(B) the anticipated operation of his subd-
u#)induiwl\cud‘m

(1) Subssction. fa) uf ssction 85 of such

tion, section 86,
(2) Bubparagmph (B} of section 128(cH3)
of such Code (as in offect for tascbie years
Devcember - 31, 1884) s

section 88 and inserting in Jieu dhensaf the

“Sec. 86. Social security and tter 1 ratiroad
" retirement denefils.

“Sec. 87. Aloohol Jual credit.™
16) The iabia of sections for subpest B of
part III of subchapler A of chapler 61 of
such Code is amended dy adding at the end
“Sec, 80507. Returns relating to socisl secu-
rity denefits.

(9) ErrEcTIVE DATES.— =

(1) In aswznal.—Except oe provided in
paragraph (2), the amendments mede by
this section shall apply o benafits received
after Deocember 31, 1983, in tazable years
ending afier such date.

(2) . TREAYMENT OF CERTAIN LUMP-SUM PAY-
MENTS RECKIVED AFISR DBCEMBER 31, 1983.~—
The amendments made by this section shall
not apply to any pertion &f 8 lump-sum pey-
ment af social security benefits (as defined
in section 86(d) of the Intermal Revense
Code of 1954) received afer December 31,
1983, if the generally applicable payment
%forcuchporuouwmlamul,
SEC. 132. ACCELERATION OF INCREASES IN

FICA TAXES; 1084 EMPLOYEE TAX
CREDIT.

{a) ACCELERATION OF IncRzssxs iN FICA
Taxzs.— =

(1) Tax ON EMPLOYEES.—Subeection (a) of
section 3101 of the Internal Revenue Code of
1954 (relating to rate of taz on employees for
zw-m survivors, and disability insurance)

S 8007
tArough (7) and inserting in ey theveof the

“In cases o _ The rale shall be:
vod -

wages  reoei

durtng.
1984 1985, 1986, oF 1987 o....cn...... 5.7 peTCENRL
PN T T————— Y ¥ -]
2950 OF LAETOGSIBY icesecrmricoivarneesrs 6.2 PETCENL.".
nux.—Jubseotion

{2) Emrrovsr {a) of sec-
tion 3111 of such Cods. §s amsnded Dy strik-
tny out peregrephe (1) heugh (7) and in-
serting in lex thereaf e Jollvwing:

“In ‘cases af ' ‘The rate shall
wages puid during: " b& .
2984, 1985, 1988, or 1987 ............. §.7 percent

1988 or 1989, 6.08 percent
1990 OF TRETLUTIET ccmmeersrccremsssssessr 6.2 PETCENL.",

(3) Ermmcrive patR—The emendments
made by this subsection shull dpply Lo remu-
neration paid after Decemdor 31, 1933.

IblII:utmoqu -

(1) In aexERat.—Chagler 35 of such Code

by adding et ke end thereas the
Jollowing new section:
| “EEC 3510 CREDIY
BNT TIER 1
EMPLOYRE
DURING 1988,

asa
section 3101fa) om vb‘ during
1084 an amount eq‘m 1 percent of

the wages so received.

“d) Tiux CREDIT —TRhe credit
under subsaction ée) ahall ds taken into ac-
count in determining dhe amount of the tax
deducted under section 3102l

“c). Waozs.—Por purgoses of this section,
the tern ‘wages’ Aas e meaning given lo
such term by section J123éa).

paid during 1984 and subject to ssch
an amount equal to % of I percent of
compensation. '

TIME CREDIT ALLOWED.—The
under paragraph (1) shalf be {nto
count in determining the emount of the
deducted uwder sectien $202¢a) (or
amount af the tax under section 3211(a)).

«(3) CoMPENBATION.~For purposes of this
subsection, the term ‘compensation’ has the
8!311’;‘0 given o o

e).

tions for chapter 25 of such Code is amended

by adding at the end thereaf the following

new ftemy

“Sec, 3510. Credit for increased social secu-
rity employes taxes and rail-
road retirement tier 1 employee
taxes imposed during 1984.".
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(3) EFFECTIVE DATE.~—The amendments

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

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

(6) STATEMENTS FURNISHED TO EMPLOYEES.—
Any written statement which is required to
be furnished to an employee under section
6051(a) with respect to remuneration paid
during 1984 shall include—

(A) the total amount which would have
been deducted and withheld as a tar under
section 3101 if the credit allowable under
section 3510 had not been taken into ac-
count, and ’ )

(B) the amount of the credit allowable
under section 3510.

SEC. 133. TAXES ON SELF-EMPLOYMENT
INCOME; CREDIT AGAINST SUCH
TAXES.

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

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

“In the case of a taxabdle year

Beginning after: And before: Percent:
December 31, 1983...... January 1, 1988 ..... 11.40
December 31, 1987...... January 1, 1990 ..... 12.12
December 31, 1989, 2.40

“(b) HOSPITAL INSURANCE.—In addition to
the tax imposed by the preceding subsection,
there shall be imposed for each taxable vear,
on the self-employment income of every in-
dividual, @ tax equal to the following per-
cenl of the amount of the self-employment
income for such tarabdle year:

“In the case of a taxable year

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

(b) CREDIT AGAINST SELF-EMPLOYMENT
TAXES.—Section 1401 of such Code is amend-
ed by redesignating subsection (c) as subsec-
tion (d) and by inserting after subsection (b}
the following new subsection.

*“fc) CREDIT AGAINST TAXEs IMPOSED BY THIS
SECTION.—

“(1) IN GENERAL.—There shall be allowed as
a credit against the taxes imposed by this
section for any taxable year an amount
equal to the applicable percentage of the
self-employment tncome of the individual
Jor such taxable year.
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“(2) APPLICABLE FPERCENTAGE.—For purposes
of paragraph (1), the applicable percentage
shall be determined in accordance with the
Jollowing table:

“In the case of

tarable years The applicable

beginning in: percentage is:
1984 2.9
1985 2.5
1986 2.2
1987, 1988, or 1989....... 2.1
1990 or thereafter... . 2.3

fc) EFFECTIVE DATE. amendments

made by this section shall apply to taxable
vears beginning after December 31, 1983,

PART D—MISCELLANEOUS FINANCING
PROVISIONS

ALLOCATIONS TO DISABILITY INSURANCE TRUST
_FUND

SEC. 141. (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, 1984, and so reported, (L) 1 per centum of
the wages (as so defined) paid after Decem-
ber 31, 1983, and before January 1, 1 988, and
so reported, (M) 1.06 per centum of the
wages (as so defined) paid after December
31, 1987, and before January 1, 1990, and so
reported, (N) 1.20 per centum of the wages
(as so defined) paid after December 31, 1989,
and before January 1, 2000, and (M) 1.30 per
centum of the wages (as so defined) paid
after December 31, 1999, and so reported,”.

b) Section 201(b)(2) of such Act is amend-
ed by striking out clauses (K) through (M)
and inserting in lieu thereof the Jollowing:
“(K) 1.2375 per centum of the amount of-
self-employment income (as so defined) so
reported for any tarable year beginning
after December 31, 1981, and before January
1, 1984, (L) 1 per centum of the amount of
self-employment income (as so defined) so
reported for any tarable year beginning
after December 31, 1983, and before January
1, 1988, (M) 1.06 per centum of the amount
of self-employment income (as so defined) so
reported for any tarable year beginning
after December 31, 1987, and before January
1, 1990, (N) 1.20 per centum of the self-em-
ployment income (as so defined) so reported
Jor any tarable year beginning after Decem-
ber 31, 1989, and before January 1, 2000, and
(M) 1.30 per centum of the amount of self-
employment income (as so defined) so re-
ported for any tarable year beginning after
December 31, 1999,”,

INTERFUND BORROWING EXTENSION

Sec. 142, (a)(1) Section 201(1)(1) of the
Social 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 is
amended—

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

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

(iii) 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-
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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:

“(B)(i) If on the last day of any vear 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 an amount that—

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

“(1I) 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 (i) is made.

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

“(1) the combined balance in the Federal
Old Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund, reduced by the outstanding
emount 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 :

“(1I) the amount estimated by the Secre-
tary fo 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 fedsible date and in any event
no later than December 31, 1989.

“(ii) 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
Srom 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 equal to one twenty-
fourth of the amount owed to the Federal
Hospital Insurance Trust Fund by such
Trust Fund at the beginning of such period
(plus the interest accrued on the oulstand-
ing “balance of such loan during such
month).”,

(4) Section 20111} of such Act is further
amended by adding at the end thereof the
Jollowing new paragraph.:

“15)(4) No amounts may be borrowed from
the Federal Hospital Insurance Trust Fund
under paragraph (1) during any month if
the Hospital Insurance Trust Fund ratio for
such month is less than 10 percent.
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“(B) For purposes of this par the
term ‘Hospital Insurance. trust fund ratio’

means, with respect to any month, the ratio endar

of— .
“(4) the dalgnce tn the Federal Mospital

trangfer
surance Trust Fund from éhat Accousnt.”.
(b)i1) Bection 1817(N(1) of such Act iz

amended—

(A) by atriking out “January 1983"” and in-
serting in liew thesoof ‘January 1088°;
(B) by inserting *, subject io
),” after “may”.

(2)(4) Section 1627(3(2) of such Act s

|

1i) by strikiag out “In and insert-
ing in lieu thereqf "the lotal interest ac-
crued to such day”; and

i

@f Whis Act. : .
(3) Section 181 7(])(3)!!701@ Act is amend-

lending trust fund an amount that—

“(1) together witR any amounls tvans-
Sferved to another lending trust fund snder
this paragraph for such year, will reduce
Hospital Insurance Trust Fund ratio to 15
percent; and ’

“11) does not exceed the outstanding dal-
ance qf such loan. i

“(i4) Amounts required to be transferred
under clause (i) shall be transferred on the
last day of the first month aof the year suc-
ceeding the year in which the determination
described in clause (1) is made.

“iti) For purposes of this subparagraph,
the term °‘Hospital Insurance Trust Fund
ratio’ means, with respect to any calendar
year, the ratio of—

“(I) the balance in the Federal Hospital
Insurance Trust 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 Disability Insurance Trust
Fund, as of the last day of such calendar
year; to

“(II) the amount estimated by the Seere-
tary to be the total amount to be paid from
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the Federal Hospital Ins Trust Fund
uﬂu&cm 3¢ following auch cal-

than payments-qf inlerest
on, repayments o/, loans from the Feder-

the Railroad Retirement Account. .

*“rC)(4) The fll amount of all Toans made
under paragraph (1) (whether made defore
or after January 1, 1983) shall be repaid at
the earitest feastillies dute and n any mt

»
-

Skc. 143. (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 Security Act
which have not deen presented for payment
within a reasonable length of time (not to
exceed twelve months) after issuance are
credited to the Federal Old-Age and Survi-
vors Insurance Trust Pund or the Federal
Disability Insurance Trust Fund, whichever
may be the fund from which check was
issued. Amounts of any such check shall be
recharged to the fund from which they were
issued if payment is sudsequently made on
sueh check. .

(d)(1) The Secretary of the Treasury shall
transfer from the general fund of the Treus-
ury to the Federal Old-Age and Survivors In-
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surance Trust Fund and to the Federal Dis-
ability Insurance Trust Pund, as eppropri-
ary to reim-
1 tal amounts
of all currently unnegotiatsd denefit checks.
After the amounts sppropriuted dy this sub-
‘section have been trentforred to the Trusi

Funds, the provisions of sibeection fa) shall
- be applioadle. %

i

i
g

¥y

i

:
§
g
b~
3
i
3%
2
:
Py
QRFY

Sxc. 144. (a) Section 21%ig) of the Social
Security Act is amended fo vend as follows:

“APPROPRIATION TO.fRUST FONDS
“YgI(1) Within thirty days dfter the date of

O TSt e B ik ek
men A ne
the amount equal lo the exoess of—

“YA) the actuarial present: a3 of such
date of enactmen? of the | end future
benefit payments from Ohe Mo Otd-Age
ond “‘Frust Fund, the

DisadRity faswrasce Trust Fund,
and the Federal Hospitgl Feiwrance Trust
Pund under Mis title and XVILL, togeth-
er with . re-

1930, over

“(B) any umounts previously transferred
from the peneral fun® of the Treasury to
such Trust Funds pursuani to the provisions

on the relevant 3

Jorth in the report of the Baard of Trustees
of each such Trust Funad for 1983 under sec-
tions 201(c) and 1317(0). Within thirty days
after the date of the enactment of the Social
Security Amendments of 1933, the Secretary
of the Treasury shall transfér the amount de-
termined under this paragraph with respect
to each such Trust Pund to such Trust Fund
from amounts in the gemeral fund of the
Tyeasusy not otherwise appropriated.

“(2) The Secretary shall sepise the amount
determined under pavagragh (1) with re-
spect to each such Trust Fumd in 1985 and
each fifth year thersafler, as determined ap-
propriate by the Secrelary from datla which
becomes available to Rim afler ihe date of
the determination under pgragraph (1) on
the basis of the amount of benefits and ad-
ministrative expenses act paid from
such Trust Fund under Dhis title or title
XVIII and the rélevant actuarial assump-
tions set forth in the report of the Board of
Trustees of such Trust Fund for such year
under section 201(c) ar 1817(b). Within 30
days ufter any such revision, the Secretary
of the Treasury, to the extent provided in ad-
vance in appropriation Acty, shall transfer
to such Trust Fuad fram amounts in the
general fund of the Tyeasury not otherwise
appropriated, or from such Fund to
the general fund of the 1y, Such
amounts as the Secretary'af the Treasury de-
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termines necessary to compensate for such

revision.”.

PAYMENTS TO TRUST FUNDS OF AMOUNTS EQUIVA-
LENT TO TAXES ON SERVICE IN THE UNIFORMED
SERVICES PERFORMED AFTER 1956

SEC. 145. (a) Section 229(b) of the Social-

Security Act i8 amended to read as follows:

“(b) There are authorized to be appropri- .

ated to each of the Trust Funds, consisting
of the Federal Old-Age and Survivors Insur-
ance Trust, the Federal Disability Insurance
Trust Fund, and the Federal Hospital Insur-
ance Prust Fund, for transfer on July 1 of
each calendar year to such Trust Fund from
amounts in the general fund in the Treasury
not otherwise appropriated, an amount
equal to the total of the additional amounts
which would be appropriated to such Trust
Fund for the fiscal year ending September 30
of such calendar year under section 201 or
1817 of this Act if the amounts of the addi-
tional wages deemed to have been paid for
such calendar year by reason of subsection
(a) constituted remuneration for employ-
ment (as defined in section 312Ib) of the
Internal Revenue Code of 1954) for purposes
of the taxes imposed by sections 3101 and
3111 of the Internal Revenue Code of 1954.
Amounts authorized to be appropriated
under this subsection for transfer on July 1
of each calendar year shall be determined on
the basis of estimates of the Secretary of the
wages deemed to be paid for such calendar
vear under subsection (a); and proper ad-
Justments shall be made in amounts author-
ized to be appropriated for subsequent
transfer to the extent prior estimates were in
excess of or were less than such wages so
deemed to be paid.”.

(b) The amendment made by subsection
(a) shall be effective with respect to wages
deemed to have been paid for calendar years
after 1983,

fc)(1) Within thirty days after the date of
the enactment of this Act, the Secretary of
Health and Human Services shall determine
the additional amounts which would have
been appropriated into the Federal Old-Age
and Survivors Insurance Trust Fund, the
Federal Disability Insurance Trust Fund,
and the Federal Hospital Insurance Trust
Fund under sections 201 and 1817 of the
Social Security Act, if the additional wages
deemed to have been paid under section
229(a) of the Social Security Act prior to
1984 had constituted remuneration for em-
ployment (as defined in section 3121(b) of
the Internal Revenue Code of 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 been earned on such amounts if
they had been so appropriated.

(2)(A) The Secretary of the Treasury shall,
within thirty days after the date of the en-
actment of this Act, transfer into each such
Trust Fund, from the general fund in the
Treasury, an amount equal to the amount
delermined with respect to such Trust Fund
under paragraph (1), less any amount ap-
propriated into such Trust Fund under the
provisions of section 229(b) of the Social Se-
curity Act prior-to the date of the determina-
tion made under paragraph (1) with respect
to wages deemed to have been paid for calen-
dar years prior to 1984. There are hereby ap-
propriated into such Trust Funds sums
equal to the amounts to be transferred in ac-
cordance with this subparagraph into such
Trust Funds.

(B) The Secretary shall revise the amount
determined under subparagraph (A) within
one year after the date of the transfer made
under paragraph (1), as warranted by data
which may become available to him after
the date of the transfer under subparagraph
(A) based upon actual benefits paid under
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this title and title XVIII. Any amounts de-
termined to be needed for transfer shall dbe
transferred by the Secretary of the Treasury
into the appropriate Trust Fund from the
general fund in the Treasury, or out of the
appropriate Trust Fund into the general
Sfund in the Treasury, as may be appropri-
ate. There are authorized to be appropriated
to such Trust Funds sums equal to the
amounts to be transferred in accordance
with this subparagraph into such Trust
Funds.
" TRUST FUND INVESTMENT PROCEDURE

SEC. 146. (a) Section 201 of the Social Se-
curity Act is amended by striking out sub-
sections (d), (e), and (f} and inserting in lieu
thereof the following new subsections:

“d) There are hereby created on the books
of the Treasury of the United Stales an ac-
count to be known as the Old-Age and Survi-
vors Insurance Depositary Account and an
account to be known as the Disability Insur-
ance Depositary Account.

“(e) The Managing Trustee shall deposit
that portion of the Federal Old-Age and Sur-
vivors Insurance Trust Fund not required to
meet current withdrawals from such Trust
Fund in the Old-Age and Subvivors Insur-
ance Depositary Account and that portion
of the Federal Disability Insurance Trust
Fund nol required to meet current with-
drawals from such Trust Fund in the Dis-
ability Insurance Depositary Account,

“f)(1) The Secretary of the Treasury may
apply moneys deposited in an account pur-
suant to subsection (e) in any way in which
he is authorized by law to apply moneys in
the general fund of the Treasury.

‘“42)(A) Moneys deposited in an account
pursuant to subsection fe) shall be treated as
indebtedness of the United States for pur-
poses of section 1305(2) of title 31, United
States Code, and shall earn interest, payable
monthly, in an amount equal to the product
obtained by multiplying the average balance
of moneys in the account for such month by
the average market yield (computed by the
Managing Trustee on the basis of market
quotations as of the end of each business
day of such month) on all marketable inter-
est-bearing obligations of the United States
then forming a part of the public debt which
are not due or callable until after the expira-
tion of four years from the end of such
month, except that flower bonds’ shall not
be included tn such computation.

“(B) For purposes of this paragraph, the
term flower bond’ means a United States
Treasury bond which was issued before
March 4, 1971 and which may, at the option
of the duly constituted representatives of the
estate of a deceased individual, be redeemed
at par (face) value, plus accrued interest to
the date of payment, if—

“(i) it was owned by such deceased indi-
vidual at the time of his death,

“tii) it is part of the estate of such de-
ceased individual, and

“liii) such representatives authorize the
Secretary of the Treasury to apply the entire
Dbroceeds of the redemption of such bond to
the payment of Federal estate tazes.

“13) The Managing Trustee may withdraw
moneys deposited in an account pursuant to
subsection (e) whenever he determines that
such moneys are necessary to meet current
withdrawals from the Trust Fund which de-
posited such moneys, and the Secretary of
the Treasury may sell obligations of the
Uniled States in the market in an amount
not to exceed the amount of such withdraw-
al if he determines that such withdrawal ne-
cessitates an increase in the general fund of
the Treasury by an amoynt not exceeding
such amount.”,

(b) Section 1817 of such Act is amended by
striking out subsections (c), (d), and (e) and

March 16, 1983

inserting in lieu thereof the following new
subsections: ’

“lc) There is hereby created on the dooks
of the Treasury of the United States an ac-
count to be known as the Hospital Insur-
ance Depositary Account.

“(d) The Managing Trustee shall deposit
that portion of the Federal Hospital Insur-
ance Trust Fund not required to meet cur-
rent withdrawals from such Trust Fund in
the Hospital Insurance Depositary Account.

“(e)(1) The Secretary of the Treasury may
apply moneys deposited in the account pur-
suant to subsection (d) in any way in which
he is authorized by law to apply moneys in
the general fund of the Treasury.

“(2)(A) Moneys deposited in the account
pursuant to subsection (d) shall be treated
as indebtedness of the United States for pur-
poses of section 1305(2) of title 31, United
States Code, and shall earn interest, payable
monthly, in an amount equal to the product
obtained by multiplying the average balance
of moneys in the account for such month by
the average market yield (computed by the
Managing Trustee on the basis of market
quotations as of the end of each business
day of such month) on all marketable inter-
est-bearing obligations of the United States
then forming a part of the public debt which
are not due or callable until after the expira-
tion of four years from the end of such
month, except that ‘flower bonds’ shall not
be included in such computation.

“4B) For purposes of this paragraph, the
term ‘flower bond’ means a United States
Treasury bond which was issued before
March 4, 1971, and which may, at the option
of the duly constituted representatives of the
estate of a deceased individual, be redeemed
at par (face) value, plus accrued interest to
the date of payment, if—

“(i) it was owned by such deceased indi-
vidual at the time of his death,

“(ii) it is part of the estate of such de-
ceased individual, and

“(iii) such representatives authorize the
Secretary of the Treasury to apply the entire
proceeds of the redemption of such bond to
the payment of Federal estate tazxes.

“13) The Managing Trustee may withdraw
moneys deposited in the account pursuant
to subsection (d) whenever he determines
that such moneys are necessary to meet cur-
rent withdrawals from the Trust Fund, and
the Secretary of the Treasury may sell obli-
gations of the United States in the market in
an amount not to exceed the amount of such
withdrawal if he determines that such with-
drawal necessitates an increase in the gener-
al fund of the Treasury by en amount not
exceeding such amount.”,

(c) Section 1841 of such Act is amended by
striking out subsections (c), (d), and (e) and
inserting in lieu thereof the following mew
Subsections:

“lc) There is hereby established on the
books of the Treasury an account to be
known as the Supplementary Medical Insur-
ance Depositary Account.

“(d) The Managing Trustee shall deposit
that portion of the Federal Supplementary
Medical Insurance Trust Fund not required
to meet current withdrawals from such
Trust Fund in the Supplementary Medical
Insurance Depositary Account.

“le)(1) The Secretary of the Treasury may
apply moneys deposited in the account pur-
suant to subsection (d) in any way in which
he is authorized by law to apply moneys in
the general fund of the Treasury.

“12)(A) Moneys deposited in the account
pursuant to subsection (d) shall be treated
as indedbtedness of the United States for pur-
poses of section 130512) of title 31, United
States Code, and shall earn interest, payable
monthly, in an amount equal to the product
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obtained by multiplying the average balance
of moneys in the account for such month by
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month, except that ‘flower bonds’ shall

be included in such computation.

term ‘flower bond’ means a United States
Treasury bond which was {ssued 7
March 4, 1971, and which may, at the option
of the duly constituted representatives of the
estate of a deceased individual, be redeemed
at par (face) value, plus accrued interest to
the date of payment, {/— .
“(i) it was owned by such deceased indi-
vidual at the time of his death,
of such de-
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“(t44) it is Dart of the estate
ceased individual, and -

the Secretary of the Treasury may sell obii-
gations of the United States in the market in
an amount not to exceed the amount of such
withdrawal {f he determines that such with-
draiwal necessitates an fncrease in the pener-
al fund of the Treasury by an amount not
exceeding such amount.”.

(d)(1) No later than the date on which this
section takes effect, the Secretary of the

obligations aof the
under the Second Liberty Bond Act exclu-
stvely for purchase by the Federal Old-Age
Insurance Trust Fund, the Federal Disabil-
ity Insurance Trust Fund, the Federal Hos-
pital Insurance Trust Fund, and the Federal
Supplementary Medical Insurance Trust

Fund (hereinafter in this subsection referred T

to as the “Trust Funds”).

(2)(A) The Managing Trustee may sell any
marketable obligation of the United Stales
held by the Trust Funds at market price at
shall sell (or redeem)

g 8a8h

(B) For purposes of this paragraph,
term “flower dbond” means a United States
Treasury dond which was issued before
March 4, 1971, and which may, at the option
aof the duly constituted representatives of the

estate of a deceased individual, be redeemed

at par (face) value, plus accrued interest to
the date of payment, {/—

(1) it was owned dy such deceased individ-
ual at the time of his death, '

({4) it is part of the estate of such deceased
individual, and

(i14) such representatives authorize the
Secretary of the Treasury to apply the entire
proceeds aof the redemption of such dond to
the payment of Federal estate taxes.

(3) The proceeds from the redemption and
sale of obligations of the United Stales pur-
suant to paragraphs (1) and (2) shall be
paid to the Trust Fund selling or redeeming
such obligations and that portion of such
proceeds which is not required to meet cur-
rent withdrawals from such Trust Fund
shall be deposited in the account estadblished
with respect to such Trust Fund by subsec-
tion (a), (b), or (c) of this Act.

fe) The amendments made by this section

, Shall take effect on the first day of the first
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month Depinning more than -3¢ days after
the date of enactment of this Act.
ADDITION OF PUBLIC MENBERS TO TRUST FUND
BOARDS OF TRUSTEES
Sec. 147. (a) Sections 201(c), 1817(b), and

of a comma and “and of two members aof the
public (both aof whom may not be from the
same political party), who shall be nomi-
nated by the President for a term of four
years and subject to confirmation dy the
Senate; and .

(2) by adding at the end thereaf the follow-
ing new sentence: “A member of the public.
mummmuwmmmmu

b

actment of this Act.
PAYMENT SCHEDULE-BY STATE AND LOCAL

Sxc. 148. (a) Section 218(e)(1)(A) of the
Social Security Act is amended by striking
out ‘“within the thirty-day period immedi-
ately following the last day of each calerida:
month” and inserting in lieu thereaf “in ac-
cordance with the same payment schedule as
applies to payment by employers of the tazes
imposed under sections 3101 and 8111 of the
Internal Revenue Code of 195¢".

(b) The amendment made dy subsection
(a) shall be effective with respect to pay-
ments due on or after January 1, 1984.

NORMALIZED CREDITING OF SOCIAL SECURITY

N TAXES TO TRUST FUNDS .

SEc, 149. (a) Section 201(a) of the Social
Security Act i3 amended by striking out
“The amounts * in the last sen-
tence and inserting in.liew thereaf “Except
as provided i’? subsection /m), the amouxnts

appropriated”.

(b) Section 201 of such Act is further
amended by adding at the end thereaf the
“(m)(1) The procedures in effect on Janu-
ary 1, 1983, with respect to the transfer of
the amounts appropriated by clauses (3) and
(4) of subsection fa) and the amounts appro-
priated by clauses (1) and (2) of subsection
(%) shall apply to a calendar month unless
the Secretary makes & . under this
paragraph that the OASDI trust fund ratio
as of the first day af such calendar month is
less than 12 percent. -

“(2) If the Secretary makes the finding de-
scribed in paragraph (1) with respect to a
calendar month, the amounts appropriated
by clauses (3) and (4) shall be transferred on
the first day of such calendar month from
the general fund of the Treasury to the Fed-
eral Old-Age and Survivors Insurance Trust
Fund, and the amounis appropriated by
clauses (1) and (2) of subsection (b) shall be
transferred on the first day of such calendar
month from the general fund of the Treasury
to the Federal Disability Insurance Trust
Fund, such amounts to de determined on the
basis of estimates by the Secvetary of the
Treasury of the taxes, specified in clauses (3)
and (4) of subsection (a), to be paid to or de-
posited into the Treasury during such calen-
dar month.

“(3) Proper adjustments shall be made in
amounts subsequently tranaferred to the
extent prior estimates were in excess of or
were less the taxves specified in clauses
(3) and (4) of subsection (a).

“t4) ALl amounts transaferred to either
Trust Fund under paragraph (2) shall be
treated by the Managing Trustee in the same
manner and to the same extent as the other

~

. culated on a daily bdasis:
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assets of such Trust Fund; and such Trust
Pund shall pay interest to the general fund
on the amount so transferred at a rate (cal-
is, and applied
against the difference delween the amount
g0 transferred on such first day and the
amount which would have been transferred
to the Trust Fund up lo that day under the
procedures in effect on January 1, 1983)
equal to the average 91-day Treasury bill
rate during such month (payable on the last
day of such month).

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

“(A) the combined balance in the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disabilily Insurance
Trust Pund, reduced dy the outstanding

_amount of any loan fincluding interest

thereon) theretofore made . to either such

. Trust Fund from the Federal Hospital Insur-

ance Trust Fund under subsection (1), and
determined without regard to amounts

“(B) the amount obtained dy 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 gnd the Federal Disability
Insurance Trust Fund during the month for
which such ratio is to be determined for all
purposes authorised dy esoction 201 (other
than payments of interest on, or repayments
of, loans from the Pederal Hospital Insur-
ance Trust Fund under subsection (1)), dut
excluding any trangfer payments between
such trust funds and redueing the amount of
any transfers to the Railroad Retirement Ac-
count dy. the amount of -any transfers into
either such trust fund from that Account.”.

(c) The amendments made Dy this section
shall apply to calendar months beginning
after the date of enaetmiént of this section
and before January 1, 1988,

AMOUNTS RECKIVED UNDER CERTAIN DEFERRED
COMPENSATION AND SALARY REDUCTION AR-
RANGEMENTS TREATED A8 WAGES FOR FICA
TAXES

Szc. 150. ia)(1) Section 3121 of the Inter-
nal Revenue Code of 1954 (relating to ni-
tions) is amended by adding at the end
thereaf the following new subsection:

“(v) TREATMENT OF CERTAIN DEFERRED COM-
PENSATION AND SALARY REDUCTION ARRANGE-
MENTS.—

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

“(A) under a qualified cash or deferred ar
rangement (as defined in section 401(k)) to
the extent not included in gross income by
reason of section 402(a)8), or

“(B) under a cafeteria plan /as defined in
section 125(d)) which includes an arrange-
ment described in subperagraph (4) to the
extent the employee had the right to choose
cash, property, or other benefits which
would de wages for purposes of this chapter.

“(2) GOVERNMENTAL PLANS.—For purposes
of subsection (a)—

‘“A) IN GENERAL.—Erzcept as provided in
subparagraph (B), the term ‘wages’ shall not
include any payment to or from a govern-
mental plan (within the meaning of section
414(d)).

“(B) EXCEPTIONS.—The term “wages’ shall
include any amount—

“(1) deferred under a plan described in sec-
tion €57(a) (at the time the services which
relate to such payment were performed),
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“(#1) deferred under a plan described in
subsection (e)(1), (e)(2)(D), or (e)(2)(E) of
section 457, or

“fiii) which is treated as wages under sub-
Section (aJ)(5)(E) by reason of a salary reduc-
tion agreement.”. :

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

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

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

(C) by adding at the end thereof the follow-
ing new subparagraph’

“AE) under an annuity contract described
in section 403(b), other than a payment for
the purchase of such contract which is made
by reason of a salary reduction agreement:”,

(3) Subsection (as of section 3121 of such
Code (defining wages) is amended— -

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

(B) by striking out paragraphs (3) and (9),

(C) in paragraph (13)(4)— :

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

(i) by striking owt ‘“or (iii) retirement
after attaining an age specified in the plan
referred to in subparagraph (B) or in a pen-
sion plan of the employer,”, and

(D) by striking out “subparagraph (B)” in
the last sentence thereof and inserting in
liew thereof “subparagraph (A)”,

d)(1) Section 3306 of the Internal Reve-
nue Code of 1954 (relating to definitions) is
amended by adding at the end thereaf the
Jollowing new subsection:

“Ur) TREATMENT OF CRRTAIN DRFERRED COM-
PENSATION AND SALARY REDUCTION ARRANGE-
MENTS.—

“(1) CERTAIN EMPLOYER CONTRIBUTIONS
TREATED AS WAGKES.—Nothing in any para-
graph af subsection (b) (other than para-
graph (1)) shall exclude from the term
‘wages’ ary employer contribution—

“lA) under a qualified cash or deferred ar-
rangement (as defined in section 401(k)) to
the extent not included in gross income by
reason of section 402(a)(8), or

“UB) under a cafeteria plan (as defined in
section 125(d)) which includes an arrange-
ment described in subparagraph (A) to the

the employee had the right to choose
cash, property, or other benefits which
would be wages for purposes of this chapter.

“l2) GOVERNMENTAL PLANS.—For purposes
of subsection (b)—

“fA) IN GENERAL.—Except as provided in
subparagraph (B), the term ‘wages’ shall not
include any payment to or from a Govern-
mental plan (within the meaning of section
4144d)).

“(B) ExcepTIONs.—The term ‘wages’ shall
include any amount—

“f1) deferred under a plan described in sec-
tion 457(a) (at the time the services which
relate to such payment were performed), )

“ii) deferred under a plan described in
subsection (e)(1), (e)(2)(D), or (e)(2)(E) of
section 457, or :

“11i1) which is treated as wages under sub-
section (b)(5)(E) by reason of a salary reduc-
tion agreement.”,

(2) Paragraph (5) of section 3306(b) of
such Code (defining wages) is amended—

(A) by striking out “or” at the end of sub-
paragraph (CJ, :

(B) by striking out the semicolon at the
end of subparegraph (D) and inserting in
liew thereof a comma and “or”, and

(C) by adding at the end thereof the follow-
ing new subparagraph’

“UE) under an annuity contract described
in section 403(b), other than a payment for
the purchase of such contract which is made
by reason of a salary reduction agreement;”.

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

(A) in paragraph (2), by striking out sub-
paragraph (4) 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

ii) by striking out “or (iii) retirement
after attaining an age specified in the plan
referred to in subparagraph (B) or in a pen-
ston plan of the employger,”.

(4)(A) Subparagraph (4) of - section
3306(b)(2) of such Code, as redesignated by
puragraph (3)(A), is amended to read as fol-
lows:

“(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 peyments 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 thereaf the following new flush
sentence:

“Except as otherwise provided in regula-
tions prescribed by the Secretary, any third
party which makes a payment included in
wages solely by reason of the parenthetical
matter contained in subparagraph (4) 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 fe) of section 3 of the Act enti-
tied “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 3308(b)(2)(A) of such Code (as
amended by subparagraph (A)).

(c)(1) Seetion 209 of the Social Security

Act iz amended by adding at the end thereof
(as amended by this Act) the following new
paragraphs:
" “Nothing in any of the foregoing provi-
sions of this section fother than subsection
(a)) shall exclude from the term ‘wages’ any
employer contridbution—

“11) under a qualified cash or deferred ar-
rangement (as defined in section 401(k)) to
the extent not included in gross income by
reason of section 402(a)(8), or

“(2) under a cafeteria plan (as defined in
section 125(d)) whick includes an arrange-
ment described in paragraph (1) to the
extent the employee had the right to choose
cash, property, or other benefits which
would be wages for purposes of this chapter.

“For purposes of this section—

“(1) the term “wages’ shall not include any
payment to or from a governmental plan
(within the meaning of section 414(d) of the
Internal Revenue Code of 1954); except that

“(2) the term ‘wages’ shall include any
amount—

“qA) deferred under a plan described in
section 457(a) of such Code (at the time the
services which relate to such payment were
performed),

“IB) deferred under a plan described in
subsection (e)(1), (e)(2)(D), or (e)(2)(E) of
section 457 of such Code, or

“(C) which 3 treated as wages under sub-
section (e)(5) by reason of a salary reduc-
tion agreement.”.

(2) Subsection (e) of section 209 of such
Act is amended by adding before the semi-
colon at the end thereof the following: “ or
(5) under an annuity contract described in
section 403(b) aof the Internal Revenue Code
of 1954, other than a payment for the pur-
chase of such conmtract which is made by
reason of a salary reduction agreement;”,
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(3) Section 209 of such Act is amended—

(A) in subsectien 1b), by striking out para-
graph (1) and redesignating paragraphs (2),
(3), and (4) as paragraphs (1), (2), and (3),
respectively,

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

(C) in subsection fm)(1)—

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

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

(d)(1) Ezxcept 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
(b) shall apply to remuneration paid after
December 31, 1984.

CODIFICATION OF ROWAN DECISION WITH
RESPECT TO MEALS AND LODGING

SEC. 151. (a)(1) Subsection (a) of section
3121 of the Internal Revenue Code of 1954
(defining wages) is amended by striking out
“or” at the end of paragraph (17), by strik-
ing out the period at the end of paragraph
(18) and inserting in lieu thereof “: or®, and
by inserting after paragraph (18) the follow-
ing new paragraph:

“(19) the value of any meals or lodging
Sfurnished 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 Soctal Security Act
is amended by striking out “or” at the end
of subsection (p), by striking out the period
at the end of subsection (q) and inserting in
lieu thereof ‘s or”, and by inserting after
subsection (q) the following new subsection.:

“Cr) 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.”

(b)(1) Subsection fa) 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
taxr 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 immediately after
subsection (r) (as added by subsection (a) of
this section) the following new sentence:
“Nothing in the regulations prescribed for
purposes of chapter 24 of the Internal Reve-
nue Code of 1954 (relating to income tax
withholding) which provides an exclusion
Sfrom ‘wages’ as used in such chapter shall be
construed to requiré a similar exclusion
Jrom ‘wages’ in the regulations prescribed
Jor purposes of this title,”,

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

(1) by striking out “or” at the end of para-
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 value of any meals or lodging
Sfurnished by or on behalf of the employer if
al the time of such furnishing it is reason-
able to believe that the employee will be able
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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 af 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 paragraph
(2), the amendments made dy subsections
(a) and (b) shall apply to remuneration paid
after December 81, 1983.

(2) The amendments made by subsection
(c) shall apply (o remuneration paid

December 31, 1984. .

TREATMENT OF CONTRIBUTIONS UNDER
SIMPLIFIED EMPLOYEE PENSIONS

SEc. 152. (a) Subparagraph (D) of section
3121(a)(5) of the Internal Revenue Code of
1954 (defining wages) is amended dy strik-
ing out “section 219” and inserting in lieu
thereaf “section 218(b)(2)".

(b) Subsection (e) of section 209 of the
Social Security Act as amended by this Act,
is amended by striking out the semicolon at
the end thereaf and inserting in lieu thereof
the following: “ or (6) under a simplified
employee pension (as defined in section
408(k) of the Internal Revenue Code of 1954)
if, at the time of the payment, it is reason-
able to believe.that the employee will be enti-
tled to a deduction under section 218()(2)
of such Code for such payment”.

(c) Sudparagraph (D) of sebtion 3306(d)(5)
of the Internal Revenue Code of 1954 is
amended by striking out “section 219" and

inserting in leu thereaf “section 219/0)(2)".

(d)(1) Ezcept 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.

TITLE I1-SUPPLEMENTAL SECURITY

INCOME

INCREASE IN BENEFIT STANDARD

Skc. 201. (a) Section 1617 of the Social Se-
curity Act is amended by adding at the end
thereof the following new subsection.

“(c) Effective July 1, 1983—

“(1) each aof the dollar amounts in effect
under subsections (a)(1)(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) of Public Law 93-66, as previously

. 80 increased, shall be increased by $120);

and

“(2) each of the dollar amounts in effect
under subsections (a)(2)(A) and (b)(2) of sec-
tion 1611, as previously increased under this
section, shall be increased dy $360.".

(b) Section 1617(b} of such Act is amended
by striking out “this section” and inserting
in lieu thereof “subsection (a) of this sec-
tion”.

ADJUSTMENT IN FEDERAL 85I PASS-THROUGH

PROVISIONS

SEC, 202. Section 1618 of the Soctal Secu-
rity Act 18 amended by adding at the end
thereof the following new subsection. )

(d)(1) For any particular month after
March 1983, a State shall be deemed lo have
met the requirements of paragraph (4) of
subsection (a) if— .

“(A) the combined level of its supplemen-
tary payments (to recipients of the type in-
volved) and the amounts payable under sec-
tion 1611(b) (to such recipients), for that
particular month, .
1is not less than—

“(B) the combined level of its supplemen-
tary payments (to recipients of the type in-
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volved) and the amounts payadle under sec-
tion 1611(b) (o such recipients), for March
1983, increased by the amount of all cost-of-
living adjustments under section 1617 (and
any other benefit increases under this title)
1 after March 1983 and
before that particular month. o
“(2) In determining the admount of any in-
crease in the combined level involved under
paragraph (1)(B) of this tion, any por-
tion of such amount which would otherwise
be attridutadle to the increase under section
16817(c) shall be deemed instead o 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)(1)(B)
section 111 of the Social Security Act
Amendments of 1983 had not been enacted.”.

NOTIFICATION REGARDING 831

Szc. 203, 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 securily income
benefits under title XVI of such Act, of the

supplemental security
income program, and shall encourage such
recipients to contact the Social Security dis-
trict affice. Such notification shall also bde
made to all recipients prior to attainment of
age 65, with the nottfication made with re-
spect to eligibility for supplemental medical
insurance. . .
TITLE I1I—-MEDICARE

MEDICARE PAYMENTS FOR INPATIENT HOSPITAL
SERVICES ON THE BASIS OF PROSPECTIVE RATES

"Spc. 301. (a)(1) Section 1886(a)(4) of the
Soctal Security Act is amended by adding at
the end the following new sentence: “Such
term does not include costs of approved edu-
cational activities, or, with respect to costs
incurred in cost reorting periods deginning
prior to Octoder 1, 1986, capital-related
costs, ag defined by the Secretary.”.

(2) Subsection (a)(1) of seciton 1886 of

such Act is amended by adding at the end-

thereof the following new subparagraph:

“(D) Subparagraph (A) shall not apply to
cost reporting periods beginning on or after
October 1, 1985.". .

(3) It is the intent of Congress that, in con-
sidering the implementation of a system for
including capital-related costs under a pro-
spectively determined payment rate for in-
patient hospital services, costs related to
capital projects initiated on or after the ef-
Jective date of the implementation of such a
system, may or may not be distinguished
and treated differently from costs of projects
initiated before such date.

(b) Section 1886(b) of such Act is amend-

ed— .

(1) by striking out “Notwithstanding sec-
tions 1814(b), but subject to the provisions
of sections” in paragraph (1) and inserting
in lieu thereof “Notwithstanding section
Itfmy!“b) but subject to the provisions of sec-

(2) by inserting “(other than a subsection
(d) hospital, as defined in subsection
(d)(1)(B))” in the matter defore sudpara-
gu'f'?h (A) of paragraph (1) after “of a hospi-

(3) by inserting, in the matier in para-
graph (1) following subparagraph (B),
“(other than on the basis of @ DRG prospec-
tive payment rate determined under subsec-
tion (d))” after “payable under this title’;

(4) by repealing paragraph (2); ,

(5) by inserting “and subeection (d) and
except as provided in subeection (e)” in
paragraph (3)(B) after “subparagraph (A)”;

_ (6) by inserting “or flacal year” after “cost
reporting period” each place it appears in
paragraph (3)(B);
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(7) by inserting “before the beginning of
the period or year” in paragraph (3)(B) after
“estimated by the Secretary’;

(8) by striking out “exceeds” in paragraph
(3)(B) and inserting in liew thereof ‘will
ezceed”; and )

(9) by amending paragraph (6), effective
with respect to cost reporting periods begin-
ning on or after October 1, 1982, to read as
Jollows: :

“8) In the case of any hospital which be-
comes subject to the tares under section.
3111 of the Internal Revenue Code for 1954
for part or all of a cost reporting period, and
was not subject to such faxes for the 12-
month cost-reporting referred to in
subsection (DO)3INA)4), the Secretary shall
provide for an adfustment by increasing the

year amount referved to in subsection
()(3)(A)4) for such Rospital applicadle to
such cost reporting period by the amount of
such taxes paid or accrued dy such hospital
Jor stich cost reporting period.”.
fc)(1) Subsection (c)(1) af such section s
mended—

a

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

(B) by striking out the od at the end of
subparagraph (C) and iggerting in liew
thereaf *; and”, and )

(C) by adding at the end the following:

“(D) the Secretary determines that the
system will not preciude an eligible organi-
zation (as defined in section 1876(b)) from
negotiating directly with Aospilals with re-
spect to the organization’s rate of payment
Jor inpatient hospital services.

The Secretary cannot deny the cmlic%
on

crease.’’

(2) Subsection (c)3) of such section {is

amended— .
* (A) by striking out “requirement of para-
graph (1)(A)” and inserting in lieu thereof
“requirements of subparagraphs (A) and (D)
of paragraph (1) and, {f applicable, the re-
quirements of paragraph (5),”, and

(B) by inserting “lor, if applicabdle, in
paragraph (5))” in subparagraph (B) after
“paragraph (1)”. .

(3) Subsection (c) of such section is further
amended by adding at the end the following
new paragraphs.

“(4) The Secretary shall approve the re-
quest of a State under paragraph (1) with re-
spect to a hospital reimbursement control
system {/—
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“IA) the regquirements of subparagraphs
(A), IB), (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 X VIII 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, pursuani i section
402(a) of the Social Security Amendments of
1967 or section 222(a) of the Social Security
Amendments of 1972,

WIith respect to a Siate system described in
this paragraph, the Secretary shail judge the
effectiveness of such system an the basis of
its rate of increase or inflation in inpatient
hespital peyments for individuals under
this title, as compared to the national rate
of increase er inflation for such payments,
with the Stale retaining the option to have
the test applied on the basis of the aggregate
payment or paymenis per inpatient admis-
sion or discharge during the three cost re-
porting periods beginning on or qfter Octo-
ber 1, 1983, after which such test shall no
longer apply, and such hospitals shall be
treated in the same manner as under other
waivers.

“(5) The Secretary shall approve the re-
quest of a State wnder paragraph (1) with re-
spect to a hospital reimdursement control
system if—

“fA) the requirements of subperagraphs
(A), (B), (C), and (D) of paragraph (1) have
been met with respect to the system;

‘“AB) the Secretary determines that the
system—

“(i) is operated directly by the State or by
an entily designated pursuant to State law,

“fii) provides for payment of hospitals

specified period are established
sgsiem prior (o the defined rate

£

“UC) the Siate has provided the Secretary
with satisfactory assurances that operation
of the system will not result in any change
in hospital admission practices which result

in—

“(i) a significant reduction in the propor-
tion of patients (receiving hospital services
covered umder the system) who have no
tRird-party coverage and who are unable to
pay for hospital services,

“lii) a significant reduction in the propor
tion of individuals admitted to hospitals for
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,

“(iii) the refusal to admit patients who
would be expected to require unusually
costly or prolonged treatment for reasons
other than those related to the appropriate-
ness of the care available at the hospital, or

“fiv) the refusel to provide emergency
services to any person who i3 in need of
emergency services if the hospital provides
such services;

“(D) any change by the State in the system
which hae the effect of materially reducing
puyments lo hospilnls can only teke effect
upon 60 days notice to the Secretary and to
the hospitals the payment to which is likely
to be materially asfected by the change; and

“IE) the State has provided the Secretary
with satisfactory assurances that in the de-
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velopment of the system the State has con-
suited with local governmental officials con-
cerning the impact of the system on public
hospitals;

The Secretary shall respond to requests of
States under this paragraph within 60 days
of the date the request is submitted to the
Secretary.

“(87 If the Secretury determines that the
assurances descrided in paragraph (1)(C)
have not been met with respect to any 36-
month period, the Secretary may reduce
payments under this title to hospitals under
the system in an amount equal to the
amount by which the payments under this
title under such system for such period ex-
ceeded the amount of payments which
would otherwise have been made under this
title not using such system.”, '

(d) Subeection (d) of such section, as
added by section 110 of the Tax Equity and
Fscal Responsibility Act of 1982, i8 amend-
ed—

(1) by striking out “section 1814(b)” in
paragraph (2)(A) and inserting in lieu there-
of “subdsection (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”,

(e) Such section 1886 is further amended
by adding at the end the following new sub-
sections:

“tdX1)(4) - Notwithstanding section
1814(b) but subject io the provieions of sec-
tion 1813, the amouni of the payment with
respect to the operaling costs of impatient
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—

“i) deginning on or after October 1, 1983,
and before October 1, 1986, is equal to the
sum of—

“(1) the target percentage (as defined in
subparagraph (C)) of the hospital’s target
amount for the cost reporting period (as de-
Sined in subsection (b)(3MA)) for the period,
and

“(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 dis ; Or

“(i1) beginning on or after October 1, 1986,
i3 equal to the national adjusted DRG pros-
Dective payment rale determined under
paragraph (3) for such discharges.

“UB) 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 18€1(f)),

“(ii) a rehabilitation hospital (as defined
by the Secretary),

“(iti) e hospital whose inpatients are pre-
dominantly individuels under 18 years of
age, or

“(iv) a hospital which has an average in-
Datient length of stay (as determined by the
Secretary) of greater than 25 days;
and, in accordance wilh regulations of the
Secretary, does mot inctude a psychiatric or
rehabilitation unil of the hospital which is
a distinct part of the hospital (as defined by
the Secretary). The exclusion of any catego-
7y of hospitals or units under this subpara-
graph shall become inapplicadble at such
time as the Secretary determines that ade-
quate data of clinical and statistical signifi-
cance is available such that the Secretary
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may include such category in the payment
system established under this subsection.

“UC) For purposes of this subsection, for
cost reporting periods beginning, or dis-
charges occurring—

“(1) on or after October 1, 1983, and before
October 1, 1984, the ‘target percentage’ is 75
percent and the ‘DRG percentage’ i3 25 per-
cent;

“tii) on or after October 1, 1984, and
before October 1, 1985, the ‘target percent-
age’ is 50 percent and the ‘DRG percentage’
i8 50 percent; and

“(iit) on or after October 1, 1985, and
before October I, 1986, the ‘target percent-
age’ is 25 percent and the ‘DRG percentage’
is 75 percent.

“(D) For purposes of subparagraph
(A)(V(II), the ‘applicable combined adjusted
DRG prospective payment rate’ for cost re-
porting periods begi g, or discharges oc-
curring—

“f1) on or after October 1, 1983, and before
October 1, 1984, is a combined rate consist-
ing of 25 percent of the nationel DRG pros-
pective payment rate, and 75 percent of the
regional DRG prospective payment rate, de-
termined under paragraph (2) for such dis-
charges;

“fii) on or after October 1, 1984, and
before October 1, 1985, i3 a combined rate
consisting of 50 percent of the national
DRG prospective payment rate, and 50 per-
cent of the regional DRG prospective pay-
ment rate, determined under paragraph (3)
Jor such discharges;

“tiii) on or after October 1, 1985, and
before October 1, 1986, 13 a combined rate
consisting of 75 percent of the national
DRG prospective payment rate, and 25 per-
cent of the regional DRG prospective pay-
ment rate,~determined under paragraph (3);
and

“fiv) or or after October 1, 1986, is a rate
equal to the national DRG prospective pay-
ment rate determined under paragraph (3).

“42) 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 such region,
Jor which payment may be made under part
A of this litle. Each such rate shall also be
determined for hospitals located in urban or
rural areas within the United States and
within each such region. Such determina-
tions shall be made as follows:

“tA) 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—

“i) updating for fiscal year 1983 by the es-
timated average rate of change. of hospital
costs industry-wide between the cost report-
ing period used under such subparagraph
and fiscal year 1983, and

“(ii) projecting for fiscal year 1984 by the
applicable percentage increase (as defined
in subsection (b)(3)(B)) for fiscal year 1984,

“(C) STANDARDIZING AMOUNTS.—The Secre-
tary shall standardize the amount updated
under subparagraph (B) for each hospital
by—

“(i) excluding an estimate of indirect
medical education costs,
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“(i1) adjusting for variations among hos-
pitals by area and region in the average hos-
pital wage level, and

“tiit) adfusting for varuutam in case miz
amang hospitals.

“(D) COMPUTING URBAN AND RURAL AVER-
AGES.—The Secretary shall compute an aver-

age of the stgndardized amounts determined
under ragraph (C) for the Uniled
States and for each

reglon—
“14) for w:ubmt'(on ) howttuh lacated
in an urban area,
“ti4) for all’ mbcecuon td) Rospitals lfocat-
ed in a rural area.

For purposes of this subsectiom, the term
‘region’ means are of the four census regions
established by the Bureau of the Censua, oo
tablished by the Secretary; the term. ‘urben
area’ mmaadmwwuncstamﬂtlw
ropolitan Statistical Area éas defined by the
Office of Menagement and Budgetl or
within such similar area as the Secretary
has recognized under subsection ¢a) by repu-
lation; and the term ‘rural areq’ means any
area outside such an area or similar area.

“(E) REPUCING FOR VALUR OF OUTLIER PAY-
MENTS.—The Secretary shall reduce each af
the average stondardized amounts

the Secreiary? af the amount of puyments
under this subsection Based on DRG pros-
pective payment rates whtch ere additional

payments descrided i paragraph (5)14) fre-
lating to outlter payments).
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“(F) MAINTAINING BUDGET NEUTRALITY.—The Dear.

Secretary shall adfust each af such average
standordized amounts es may be required
muur subeection Ie)n)fBI Jor that .ﬂaca!

"!G) COoMPUTING DRG-SPECIFIC RATES FOR
URBAN AND RURAL HOSPITALS IN THE UNITED
STATES AND IN EACH REGION.—For each dis-
charge elgseifiod within a d
group, the Secretary shall estadfish ¢ DRG
prospective payment rale which {s equal—

“({) for hospitals located in an urdan area
in-the United Stetes, and for hospitals locat-

ed in an urdan area in each region, to the under

subparagraph IF)) for Rospitals m in
-an urban area in the United States or in

that repion, and

‘“t71) the wetohting factor (determined
under paragraph 16)(B)) for that diagnosts-
Yelated group; and

‘“(i%) for hospitals located in a rural area
in the United Siates, and for Aospitule locat-
ed in a rurel orea in exch repion, S0 fhe

t af—r
‘1) the esverage 3 amount
(compuied under subparagraph (D), reduced
under sudpavagraph (E), and adjusted under
subparagraph (F)) for hospitals located in @
rural eyea in the United Sieles or in that
region, and

“II) the weighting factor fdetermined
under paragraph (4)(B)) for that diagnosis-
related

group. .
“(H) ADIUSTNIG FOR DITFERENT AREA WAGE
LEVELS.—The Secrelary
portion (as estimated by the Secretary from
time to time) aof hoepilals’ costs which are

attribytable to wages and wage-related

costs, of the DRG prospective payment rales
computed under subparagraph (G) for area
differences in Rospital wage levels by a
Jactor (established by the Secretary) reflect-
ing the relative hospital wage level in the ge-
ographic area of the hospital eompared o
the national or regional average hospital
wage level as appropriate.

“(3) The Secretary shall determine an ad-
Justed DRG prospective payment rate, for

shall adfust the pro--

m’ed(uummhrmm”r
which is equal—
“wforhowumunm-m
in the Unilod Stales and (if applicable) for
hommmumum.mmm

‘“4II) the weighting factor (determined
mmwma»nmm
related grous and

“(it) for hospitais located #u & rural area
in the Uniled Staies and ¢y applieadle) for
hospitals located in & rwel ares in each
region (and, if applicabls, in & consus divi-
sion), to the product of—

under &
under subparagraph (B),
under subparagraph fC)} for the fiseal year
Jor hoepitals joceled in a rural ared in the
United Staies or in that region, and
CUII) the weighting fuctor (deteymined
under paragraph (4)(B) for that diagnosis-

group.

‘{E) ADJUSTING FOR DIFFTRENT AREA WAGE
LEVELS.—The Secreiary shell -adiust the pro-
partion, (as estimated by the Secretary from
time to time/ of hospitals’ costs which are
atiridbutable to wages and wage-related
costs, of the DRG prospective payment rales

subparagraph (D) for area
wage levels by a

"(Bl For each

“USNANY mm prowide
an additional payment for & sudscetion (&)
mmwmucm»
lated group, the length of stay of which ex-
eseds the meon Jengih of say Lor discherpes
within that grouy by'a fsed nwmber of daye,
o - ”m

have low income or are entitled to demefits
under part A of this title.

“({i) With respect to a hospital which is a
‘sole community hospital’, payment under
peragraph (1MA)4) for any cost reporting
period or fiscal year begimning on or after
October 1, 1883, shall be determined wsing
the target percentage and DRG pevcenduge
applicable for the flseal year Deginning on
October 1, 1983, and in no case shall total
payments to such a haspital under this tifle
Jor any cost reporting period deginning on
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or after October 1, 1983, and before October
1, 1986, be less than such payments to such
hospital for the preceding cost reporting
period. For purposes of this subparagraph,
the term ‘sole community hospital’ means a
hospital that, by reason of factors such as
isolated location, weather conditions, travel
conditions, or absence of other hospitals fas
delermined by the Secretary), is the sole
source of inpatient hospital services reason-
ably available to individuals in a geographi-
cal area who are entitled to benefits under
part A,

“(iii) The Secretary may provide for such
adjustments to the payment amounts as the
Secretary deems appropriate to take into ac-
count the unique circumstances of hospitals
located in Alaska and Hawaii.

“ID)i) The Secretary shall estimate the
amount of reimbursement made for services
described in section 1862(aj)(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.

“(it) 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).

‘“UE) This paragraph shall apply only to
subsection (d) hospitals that receive pay-

- ments inamounts computed under this subd-
section.

“46) 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).

“t7) There shall be no administrative or
judicial review under section 1878 or other-
wise of—

“lA) 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 aeighting factors thereof
under paragraph (4).

“te)(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)) a8 may be necessary to assure
that—

“fi) the aggregate payment amounts other-
wise provided under subsection
(@NINAIANT) and (d)(5) for that fiscal year
Jor operating costs of inpatient hospital
services of hospitals,
are not greater or less than—

“(ii) the target percentage (as defined in
subsection (d)(1)(C)) of the payment
amounts which would have been payable for
such services for those same hospitals for
that fiscal year under this section under the
law as in effect before the date of the enact-
ment of the Social Security Act Amendments
of 1983;
except that the adjustment made under this
subparagraph shall apply only to subsection
fd) hospitals and shall not apply for pur-
poses of making computations under subsec-
tion (d)(2)(B){ii) or subsection (dI(3)(A).

‘“A4B) For discharges occurring in fiscal
vear 1984 or fiscal year 1985, the Secretary
shall provide .-der subsections (d)(2)(F)
and (d)(3)(C) 1 - such equal proportional
adjustment in e.--h of the average standard-
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ized amounts otherwise computed for that
Jiscal year as may be necessary to assure
that—

“i) the aggregate payment amounts other-
wise provide “under subsection
(@) 1)(AIINID) and (d)(5) for that fiscal year
Jor operating costs of inpatient hospital
services of hospitals,
are not greater or less than—

“(ii) the DRG percentage (as defined in
subsection (d)(1)(C)) of the payment
amounts which would have been payable for
such services for those same hospitals for
that fiscal year under this section under the
law as in effect before the date of the enact-
ment of the Social Security Act Amendments
of 1983. '

“/2) The Secretary shall provide for ap-
pointment of a Commission of independent
experts, selected by the Office of Technology
Assessment (hereinafter in this subsection
referred to as the ‘Commission’) to review
the applicable percentage increase factor de-
scribed in subsection (b)(3)(B) and make
recommendations to the Secretary on the ap-
propriate percentage increase which should
be effected for hospital inpatient discharges
under subsections (b) and (d) for fiscal years
beginning with fiscal year 1985. 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-
cal and scientific advances, the quality of
health care provided in hospitals (including
the quality and skill level of professional
nursing required to maintain quality care),
and long-term cost-effectiveness in the pro-
vision of inpatient hospital services.

“(3} The Commission, not later than the
April 1 before the beginning of each fiscal
year (beginning with fiscal year 1985), shall
report its recommendations to the Secretary
on an appropriate increase factor which
should be used (instead of the applicable
percenlage increase described in subsection
(b)(3)(B)) for inpatient hospital services for
discharges in that fiscal year.

“(4) Taking into 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 increase which will apply for purposes
of this section as the applicable percentage
increase (otherwise described in subsection
(b)(3)(B)} for discharges in that fiscal year,
and which will assure adequate compensa-
tion for the efficient and effective delivery of
medically appropriate and necessary care of
high quality.

“(5) The Secretary shall cause to have pub-
lished in the Federal Register, not later
than— .

“tA) the June 1 before each fiscal year (be-
ginning with fiscal year 1985), the Secre-
tary’s proposed determination under para-
graph (4) for that fiscal year, and

“(B) the September 1 before such fiscal
vear, the Secretary’s final determination
under such paragraph for that year.

The Secretary shall include in the publica-
tion referred to in subparagraph (A) for a
Jiscal year the report of the Commission’s
recommendations submitted under para-
graph (3) for that fiscal year.

“(6)(A) The Commission shall consist of
Jifteen individuals selected and appointed
by the Director of the Congressional Office
of Technology Assessment (hereafter in this
part referred to as the ‘Director’ and the
‘Office’, respectively). Such appointments
shall be without regard to the provisions of
title 5, United States Code, governing ap-
pointments in the competitive service. Mem-
bers of the Commission shall be appointed
no later than April 1, 1984, for a term of
three years, except that the Director may
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provide initially for such shorter terms as
will insure that (on a continuing basis) the
terms of no more than seven members shall
expire in any one year. Members of the Com-
mission shall be eligible for reappointment
Jor no more than two consecutive terms.

“/B) The membership of the Commission
shall provide expertise and experience in the
provision and financing of health care, in-
cluding but not limited to physicians and
registered professional nurses, employers,
third party payors, and individuals skilled
in the conduct and interpretation of biome-
dical, health services, and health economics
research. The Director shall seek nomina-
tions from a wide range of groups, including
dut not limited to—

“(1) national organizations representing
physicians, including medical specialty or-
ganizations and registered professional
nurses and other skilled health profession-
als;

“fii) national organizations representing
hospitals, including teaching hospitals; and

“(iti) national organizations representing
the business community, health benefit pro-
grams, labor, and the elderly.

“IC) The Commission may employ such
personnel (not to exceed 50) as may be neces-
sary to carry out its duties. Subject to ap-
provel by the Director, the Commission shall
appoint one of the members of its staff as
Executive Director. The Commission is au-
thorized to seek such assistance and support
as may be required in the performance of its
duties from appropriate Federal depart-
ments and agencies. Such assistance may
include the provision of detailees, office
space, and related services, with or without
reimbursement, as agreed upon by the Com-
mission and the head of the appropriate de-
partment or agency.

“(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 so serving
away from home and his regular place of
business, a member may be allowed travel
expenses, including per diem in lieu of sub-
sistence, as authorized by the Chairman of
the Commission.

“E) The Erecutive Director shall be com-
pensated at the rate provided for level IV of
the Executive Schedule under section 5315 of
title 5, United States Code.

“(F) The Executive Director shall, in ac-
cordance with such policies as the Commis-
sion may prescribe, appoint and fix the
rates of compensation of such personnel as
may be necessary to carry out the provisions
of this part. Such rates of compensation
may not exceed the level specified in subpar-
agraph (E).

“/G) The Commission shall have the au-
thority to—

“(i) enter into contracts or make other ar-
rangements, as may be necessary for the
conduct of the work of the Commission,
with any competent personnel or organiza-
tion, with or without reimbursement, with-
out performance or other bonds, and with-
out regard to section 3709 of the Revised
Statutes (41 U.S.C. 5); .

“tii) make advance, progress, and other
payments which relate to the work of the
Commission without regard to the provi-
sions of section 3324 of title 31, United
States Code;

“titi) accept services of voluntary and un-
compensated personnel that are mecessary
Jor the conduct of the work of the Commis-
sion and provide transportation and sub-
sistence as authorized by section 5703 of
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“4H) In erder to identify madically appro-
MnMUwﬂam-um

otfier
ance with Mnrt:cnd

ment of usefil and valtd gutdeftnex by the

Commission. .

“(I) The Commission sha® Rave access to
such relevant fnformuation and data as may
be available from appropriate Pederal agen-

‘“tJ) Mahdtbc astadiished a Pederal
Liaison Commiftee (o the Commission
(hereafter in this parl refersed to as the
‘Committee’). The Committee shall—

‘“1) arrange for the acquisition of infor-
mation in accordance with swbparagraph
(I) and assure that #4s activities, especiaily
the conduct of original research and medi-
cal studies, are coordinated with the acuvi-
ties of Federal agencies; and

“(2) advise the Commmisston twith respect

to the aclivities of Mederal agencies tRat
relate to the duties of the Commission or to
particular medical procedures and services
under study, or detng considered for study,
by the Commission.

The Pederat Liaison Committtee shalt consist
of delegates of thove Federal agencies which
can, in the judoment of the Commisston,
play a significent role in assisting the Com-
mission. The Administretor of the Health
Care Financing Adminietretion sholl serve

campeneslion. The shall

meet at the cali of the Chatrmen of the Com-

mittee, or et the call af the Chatrmen of the

Commission, but mot lesz than six tmes o
year,

“UXHt) The Qffiee shail report to the Con-

gress, frem Mm‘bma.mﬁu_wuontu

G
%gt?
i |
il
Hill

the Fedoval Ineur
ance Trusé Pund. o

{f) Seotion 1 of fhe Social Secw-
ity Acl is .

ocgrry. omt
1886(d)(6);".
CONMFORMING m

Src. 302. (a) Sections 1818Y97 and 1835(e)
of the Social Secarity Act are each amended
by inserting “forwoullhs#ucm 1886
did not epplw” ‘affer  “section
1801 (0)(IHD)".

fd) Sectton 1814(h)2) of such Act s
amended by striking out “the reasogpabdle
costs for such services” and tnserting in lieu

payadle

seetion 1886, 7

feil) The matter in section
1861(vINGNE) of such Act follawing sud-
clause (IIT) ts amended by striking out “on
the dasts of the reasonable cost of™ and in-
serting in lieu thereof “the amount other-
wise payadle under part A with respect to”,

12) Section zammzmu of such Act is
amended by striking out “‘an amount equal
to the reasonable cost of™ and inserting in

respect

13) Seetion 1861fv)(2)(B} of mch Act 1s
amdadbyatr!khwm ‘“the equivalent of

the reasonadle cost af™.

t4) Section 1862vN3) of such Act is
amended by striking out “the reasonabdle
cost of such ded and doard furnished in
semiprivate accommodatfons (determined
pursuant to paregraph (1))” and inserting
in Hew thereaf “the amount otherwise pay-
amummmmmmmm
Jurnished in semiprivate eccommodations™.

S 3017
.,,’f’ Section 1862ra) af such Act {3 amend-

{Ilultzﬂmc aut "m"dﬂemdqrm
" (2) byatrlkingoutthcmatthtudd
Wdu“mbum
'rs;wwmuumumm

paregraph:

“(14) which are othcr than phyetcians’
servicws fas defimed W sepulslionsy «nd
which axe fcrniched to an tndividus? who fs
ul“mtdnh-vﬁlhn“tvm
thon the heopital snlose e services are fur
nizhed snder orrangements fas defined in
ssciion 3062(wmiN1N with e entily made by
Sihe hoapiiel. .

felt2) Doetion 190WNaN1) af such Act is

(A) by striking out ‘Gnd™ at the end of
rayroph i

(C? by addtng at e end the followiag new
subparagraphs

“mumeudm peovide
inpatient hespital acyviess for which pay-
may be made wndey subesction (¢ or

(d) of saction 1846 o G718 agree-

|
§
|
ke

i
f<!
i
#
tg'g
Hifi

under part A but for & denial or reduciion of
payments under section 1808/, and

“(H} in he case of hospiials which provide
inpatient Aespital serviees which pay-
ment may be made under 1880vd),
heve all ftems and services (o than phy-
sietans’ services as defined muhnom)
(t) that are furnished to on
is an inpatient of the hospital, and mllor
which the individwal i entbited to have pay-
ment made under thiz Mtle, furnished by the
hospital or ofherwise wnder arrangements
(as defined in section 1861(w)(1)) made by
the hospital.”.

(2) The matter in section 1866(a)(2)(BNMii)

5%

subsection may, at the option. of an eligible
organization, provide that the Secretary—
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“fA) will reimburse hospitals for payment *
amounts determined in accordance with sec-
tion 1886, as applicable, of inpatient hospi-
tal services furnished to individuals en-
rolled with such organization pursuant to
subsection (d), and

“(B) will deduct the amount of such reim-
bursement for payment which would other-
wise be made to such organization.”.

(g)(1) Section 1878(a) of such Act is
amended—

(A) by inserting “and (except as provided
in subsection (g)(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 obtain a hear-
ing with respect to such payment by the
Board” after “subsection (h)” in the matter
before paragraph (1),

(B) by inserting “(i)” after “(A)” in para-
graph (1)(A),

(C) by inserting “or” at the end of pam-
graph (1)(A) and by adding after such para-
graph the following new clause:

“(ii) is dissatisfied with a final determina-
tion of the Secretary as to the amount of the
payment under section 1886/d),”, and

(D) by striking out “(1)(A)” in paragraph
(3) and ingerting in lieu thereof “(1)(A)(i),
or with respect to appeals under paragraph
(1)(A)(i1), 180 days after notice of the Secre-
tary’s final determination,”.

(2)(A) The last sentence of section
1878(f)(1) of the Soctial Security Act is
amended by inserting “for, in an action
brought jointly by several providers, the ju-
dicial district in which the greatest number
.of such providers are located) after “the ju-
dictal diatrlct in which the provider is locat-
ed”.

(B) Section 1878(f)(1) of such Act is fur-
ther amended by adding at the end thereof
the following new sentence: “Any appeal to
the Board or action for judicial review by
providers which are under common owner-
ship or control must be brought by such pro-
viders as a group with respect to any matter
inm’;lving an {ssue common to such provid-

(3) Section 1878(9) of such Act is amended
by inserting “(1)” after “(g)” and dy adding
at the end the following new paragraph:

“(2) The determinations and other deci-
sions descrided in section 1886(d)(7) shall
not be reviewed by the Board or by any
court pursuant to an acuon drought under
subsection (f) or o

(4) The third sentence of section 1878(h) of
such Act is amended striking out “cost reim-
bursement” and inserting in lieu thereof
“payment of providers of services”.

fh) 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)”.

(i) Section 1887(a)(1)(B) of such Act is
amended by inserting ‘“or on the dases de-
scribed in section 1886” after “on a reason-
able cost basis”.

(i) The Secretary may, for any cost report-
ing 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 of allowing direct
billing under part B of title XVIII of such
Act for services (other than physician serv-
ices) so extensively, that immediate compli-
ance with those requirements would threat-
en the stability of patient care. Any such
waiver shall provide that such billing may
continue to be made under part B dbut that
the payments to such hospital under part A
of such title shall be reduced by the amount
of the billings for such services under part
B, If such a waiver is granted, at the end of
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the waiver period the Secretary may provide
Jor such methods of payments under part A
as is appropriate, given the organizatwnal
structure of the institution.

REPORTS, EXPERIMENTS, AND DEMONSTRATION
PROJECTS

SEC. 303. (a)(1) The Secretary of Health
and Human Services (hereinafter in this
title referred to as the “Secretary”) shall
study and report to the Congress within 18
months after the date of the enactment of
this Act on the method by which capital-re-
lated costs, such as return on net equity, as-
sociated with inpatient hospital services
can be included within the prospective pay-
ment 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,

(B) During fiscal year 1984, the Secretary
shall begin the collection of data necessary
to compute the amount of physician charges
attributadle, by diagnosis-related groups, to
physicians’ services furnished to inpatients
of hospitals whose discharges are classified
within those groups. The@Pecretary shall in-
clude, in a report to Congress in 1985, legis-
lative recommendations on the advisability
and feasidility of providing for determining
the amount of the payments for physicians’
services furnished to hospital inpatients
based on the DRG classification of the dis-
charges of those inpatients.

(C) In the annual report to Congress under
subparagraph (A) for 1985, the Secretary
shall include the results of studies on—

(i) the feasibility and impact of eliminat-
ing or phasing out separate urban and rural
DRG prospective payment rates under para-
graph (3) of section 1886(d) of the Social Se-
curity Act; -

(ii) whether and the method under which
hospitals, not paid dbased on amounts deter-
mined under such section, can be paid for
inpatient hospital services on a prospective
basis as under such section;

(ii1) the application of severity of illness,
intensity of care, or other modifications to
the diagnosis-related groups, and the advis-
ability and feasibility of providing for such
modifications; and

(iv) the feasibility and desirability of ap-
plying the payment methodology under such
section to payment by all payors for inpa-
tient hospital services.

(3) Prior to April 1, 1985, the Secretary
shall complete a study and make legislative
recommendations to the Congress with re-
spect to an equitable method of reimbursing
sole community hospitals which takes into
account their unique vulnerability to sub-
stential veriations in occupancy. In addi-
tion, the Secretary shall examine ways to co-
ordinate an information transfer between
parts A and B, particularly with respect to
those cases where a denial of coverage is
made under part A, and no adjustment is
made in the reimbursement to the admitting
physician, or physicians. The Secretary also
reports on the appropriate treatment of un-
compensated care costs, and adjustments
that might be appropriate for large teaching
hospitals located in rural areas. The Secre-
tary shall also on the advisability of having
hospitals make available information on the
cost of care to patients financed by both
public programs and private payors.

(4) The Secretary shall complete a study
and make recommendations to the Congress,
before April 1, 1984, with respect to whether
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hospitals located outside of the fifty States
and the District of Columbia should be in-
cluded under a prospective payment system.

(b)(1) Except as provided in paragraph
(2), the amendments made by this title shall
not affect the authority of the Secretary to
develop, carry out, or continue experiments
and demonstration projects.

(2) The Secretary shall provide that, upon
the request of a State which has a demon-
stration project, for payment of hospitals
under title XVIII of the Social Security Act
approved under section 402(a) of the Social
Security Amendments of 1967 or section
222(a) of the Social Security Amendments of
1972, which (A) is in effect as of March 1,
1983, and (B) was entered into after August
1982, the terms of the demonstration agree-
ment shall be modified so that the percent-
age by which such demonstration project is
required to maintain the rate of increase in
medicare hospital costs in that State below
the national rate of increase in medicare
hospital costs shall be decreased by one-half
of one percentage point per contract year,
beginning with the contract year beginning
in 1983,

(c) The Secretary shall approve, with ap-
propriate terms and conditions as defined
by the Secretary, within 30 days after the
date of enactment of this Act—

(1) the risk-sharing application of On Lok
Senior Health Services (according to lterms
and conditions as specified by the Secre-
tary), dated July 2, 1982, for waivers, pursu-
ant to section 222 of the Social Security
Amendments of 1972 and section 402(a) of
the Social Security Amendments of 1967, of
certain requirements of title XVIII of the
Social Security Act over a period of 36
months in order to carry out a long-term
care demonstration project, and

(2) the application of the Department of
Health Services, State of California, dated
November 1, 1982, pursuant to section 1115
of the Social Security Act, for the waiver of
certain requirements of title XIX of such Act
over a period of 36 months in order to carry
out a demonstration project for capitated
reimbursement for comprehensive long-term
care services involving On Lok Senior
Health Services.,

(d) The Secretary shall continue demon-
strations with hospitals in areas with criti-
cal shortages of skilled nursing facilities to
study the feasibility of providing alternative
systems of care or methods of payment.

EFFECTIVE DATES

SEC. 304. (a)(1) Except as provided in
paragraph (2), the amendments made by the
preceding provisions of this title apply to
items and services furnished by or under ar-
rangements with a hospital beginning with
its first cost reporting period that begins on
or after October 1, 1983. A change in a hospi-
tal’s cost reporting period that has been
made after November 1982 shall be recog-
nized for purposes of this section only if the
Secretary finds good cause for that change.

(2) Section 1866(a)(1)(F) of the Social Se-
curity Act (as added by section 302(f)(1)(C)
of this title), section 1862(a)(14) (as added
by section 302(e)(3) of this title) and sec-
tions 1886(a)(1) (G) and (H) of such Act (as
added by section 302(f)(1/(C) of this title)
take effect on October 1, 1983.

(b) The Secretary shall make an appropri-
ate reduction in the payment amount under
section 1886(d) of the Social Security Act (as
amended by this title) for any discharge, if
the admission has occurred before a hospi-
tal’s first cost reporting period that begins
after September 1983, to take into account
amounts payable under title XVIII of that
Act (as in effect before the date of the enact-
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ment of this Act) for items and services fur-
nished before that period.
(c)(1) The Secretary shall cause to de pubd-
lished in the Federal Register a notice of the
. interim final DRG prospective payment
rates established under subsection (d) of sec-
tion 1886 of the Social Security Act (as
amended by this title) no later than Septem-
ber 1, 1983, and allow for a period of public
comment thereon. The DRG prospective
payment rates shall become effective on Oc-
tober 1, 1983, without the necessity for con-
- sideration of comments received, but the
Secretary shall by notice published in the
Federal Register, affirm or modily the
amounts by December 31, 1983, after consid-
ering those comments.
(2) A modification under paragraph (1)
that reduces ¢ DRG prospective payment

qﬂasodmmmmmmmdm
modification s published in the Federal

Register.

(3) Rula to implement subsection (d) of
section 1886 of the Social Security Act (as so
amended) shall, and exceptions, adjust-
ments, or additional payment amounts
under paragraph (5) of such subsection may,
be established in accordance with the proce-
dure described in this subsection.

DELAY IN PROVISION RELATING TO HOSPITAL-

BASED SKILLED NURSING FACILITIES

SEC. 305. (a) Section 102 of the Tax Equily
and Fiscal Responsibility Act of 1982 is
amended by striking out “Octoder 1, 1982”
and inserting in lieu thereaf “October 1,
1983".

(b) The Secretary of Health and Human
Services shall, prior to December 31, 1983,
complete a study and report to the Congress,
with respect to the effect which the imple-
mentation ‘of section 102 of the Tax Equily
and Fiscal Responsibility Act of 1982 would
have on hospital-bosed skilled nursing facil-
ities, given the differences ({f any) in the pa-
tient populations served by such facilities
and by community-based skilled nursing
Jactlities.

SHIFT IN PART B PREMIUNM TO COINCIDE WITH

COST-OF-LIVING INCREASE

Sxc. 306. (a) Section 1839 af the Social Se-
curity Act is amended by striking out sub-
sections fa), (b), and (c) and inserting in
lieu thereaf the following:

“(a)(1) The Secretary nhall, during October
of 1983 and of each year thereafter, deter-
mine the monthly actuarial rate for enroll-
ees who have attained retirement age (as de-.
fined in section 216(a)) which shall be appli-
cable for the succeeding calendar year. Such
actuarial rate shall be the amount the Secre-
tary estimates to be necessary 30 that the ag-
gregate amount for such calendar year with
mmttomaeenmueawkohaveauamed
retirement age will equal one-half of the
total of the bdenefits 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, the Secretary shall include an appro-

priate amount for a contingency margin. -

“(2) The monthly premium of each indi-
vidual enrolled under this part for each
month after December 1983 shall, except as
provided in subsections (d) and (e), be the
amount determined under paragraph (3).

“(3) The Secretary shall, during October of
1983 and of each year thereafter, determine
- and promulgate the monthly premium ap-
plicable for individuals enrolled under this
part for the succeeding calendar year. The
monthly premium shall (excent as otherwise
pmtdedqu subsection Ie)) be equal to the
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“(A) the monthly actuarial rate Jor enroll-
-ape, deter-

ascertain the primary -insurance amount

computed wunder section 215(a)(1), based-

upon average indexed mlhlv eamings of
£900, that applied {individuals who
became euyibleforcndcnumdtoou-m

Jor Decemder of the year

"

same percentage by which
surance cmotmt is increased

§
i
:
ik
%gze§

Jorth the actuarial assumptions

employed by him in arriving at the amount
of an adegquate actuarial rate for enrollees
who have attained retirement age as pro-
vided in paragraph (1) and the derivation of

der of 1983 and of each year thereafter, de-
termine the monthly actuarial
abdled enrollees who have not atiained retire-

surance Trust Fund for servioes performed
and related administrative eocb incurred in

contingency margin.”

(2) Subsections (d), (e), (), cmd fg) of sec-
tion 1839 of such Act are redesignated as
subsections (), (c), (d), and (e), respectively.

(3) (A) Sectton 1839} aof such Act (as 20
redesignated) is amended dy striking out
“subsection (b), (c), or (g)” and inserting in
lieu thereaf “subsection (a) or (e)".

(B) Section 1839/d) of such Act (as 3o re-

is amended by stiriking out

rPOSES

in lieu thereaf “purposes of
(C) Section 1839(e) of such Act (as 30 re-
amended by striking out “sub-

designated) is
section (c)” and “subsection (c)(1)” and by’
‘_inserting in lieu thereaf “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 thereaf “subsec-
tion (a) of section 1839".

(E) Section 1843(d)(1) af such Act is
amended by striking out “without any in-
crease under subsection (c) thereaf” and in-
serting in lieu thereaf “without any increase
under subsection (d) thereaf™.

(F) Section 1844(a)(1)(A)(%) of such Act is
a

mended—
(i) by striking out “1839(c)(1)” and insert-
ing in lieu thereaf “1839(a)(1)”; and
43) by striking out “1839(c)(3) or 1839(g)”
%&g’ (h)o.erttng in lieu thereof “183%1a)(3) or
e)”.
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(G) Section 1844(a)(1)(B)E) of such Act is
mended— : :

a -

(4) by striking out “1838(c)(4)” and insert-
ing in lieu thereof “1839(a)(4)"; and

(§6) by striking out “1839(cHM3) or 1839(9)”
and inserting in lieu thereaf “1839(a)(3) or
18391e)"..
(H) Section 1876(«)(5) of such Act is
memied—

a:
(4) in subparagraph (A)#t), by striking out
“1839(¢c)(1)” and mnruna h lieu thereaf
“1839(a)(1)”; and

(i) in cubpammph wmu, by striking
out “1839(c)(4)” and uuermw in lieu there-
of “1839(a)(4)”. .

(4) The amendments made by this subsec-
tion shall apply with respect to premiums
payabdle for January 1984 and each month
thereafter.

(5) The monthly premtum amount under
section 1839 of the Soctal Security Act for
the months of July through December of
1983 shall be equal to the monthly premium
amount as determined under such section
(as in effect prior to the amenidments made
by this section) for June 1983.

SHIFT IN VOLUNTARY PART A PREMIUM TO
COINCIDE WITH COST-OF-LIVING INCREASES

Szc. 307. (a) Section mmum of the
Social Security Act is &

(1) by striking out ‘Quring the mt calen-
dar quarter of each year, beginning in
1973,” in the first senience and inserting in
lieu thereaf “during the nest to last calendar-
quarter of each year’;

(2) by striking out *the 12-month period
commencing July 1 of the next year” in the
first sentence and inserting in lieu thereof

“the following calenddr year”; and

3) by striking out ‘Yor such next year” in
theaecondcenteacc and fnserting in lieu
thereaf “for that following calendar year™.

(d)-The amendments made dy this section
shall apply -to premiums for months degin-
ning with January 1084, end for months
after June 1983 and defore Jdnuﬂ 1984, the
monthly premium wnder part- A of tme
X VIII of the Social smru:
uals enrolled under each'
shall be the monthly nm;um
part for the month of June 1983,

- TITLE tv-wvn(ngnmvr
COMPENSATION PROVISIONS
PaART A—FEDERAL SUPPLEMENTAL
COMPENSATION
EXTENSION OF PROGRAM ‘

Szc. 401. (a) Paragraph (2) of section
602(f) of the Federal Supplemental Compen-
sation Act of 1982 is amended by striking
out “March 31, 1983” and inserting in lieu

“September 30, 1883’

(b) Section 605¢2) of such Act is amended
by striking out “April 1, 1983” and inserting
in lieu thereof “October 1, 1983".

NUMBER OF WEEKS FOR WRICH COMPENSATION

PAYABLE

Szc. 402. (a) Subsection fe) of section 602
of the Federal Supplemental Com
Act of 1982 is amended by redesignating
paragraph (3) as znw 14) and by strik-
ing out paragraph (2) and inserting in lieu
thereof the following new paragraphs:

“(2)(A) In the case of any account from
which Federal supplemental compensation
was first payadle to an individual for a
week deginning after March 31, 1983, the
amount established in such account shall be
equal to the lesser of—

“t3) 65 per centum of the total amount of
regular compensation (including depend-
ents’ allowances) payadle to the individual
with respect to the denefit year (as deter-
mined under the State law) on the basis of
which he most recently received regular
compensation, or
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“tii) the applicable limit determined
under the following table times his average
benefit

weekly amount for his benefit year,
“In the case of The applicadle
weeks during a: limit is:
6-percent period....... aeasssssasasnas e 14

5-percent pertod.. oo
4-percent period................... veveess 10
Low-u nt period..... &

“AB) Notwithstanding the provisions aof
clause (ii) of subparagraph (A), the applica-
ble limit under such clause shall not be
lower than 4 less than the number of weeks
applicable to such State under this para-
grapR as in effect for the week beginning
March 27, 1983, to the amendments made by
the Sacial Security Amendments of 1983.

“(C) In the case of any account from
which Federal supplemental compensation
was payable to an individual for a week de-
ginning before April 1, 1983, the amount es-
tablished in such account shall be equal to
the lesser of the subparagraph (A) entitle-
ment or the sum of—

“fi) the subparagraph (A) entitlement re-
duced (but not delow zero) by the aggregate
amount of Federal supplemental compensa-
tion paid to such individual for weeks de-
ginning before April 1,1983, plus

“(ii) such individual’s additional entitle-

meni.

‘“‘D) For purposes af subparagraph (C)
and this subperagraph—

“Gtt) The term ‘subparagraph (A) entitle-
ment’ means the amount whick would have
been established in the account if subpara-
graph (A) had applied to such account.

“(ii) The term ‘additional entitlement’
means the applicable limit determined
under the following table times the individ-
ual’s average weekly benefit amount for his
benefit year.

“In the case of The applicable
weeks during a: limit is:
6-p nt period. 8
S-percent period.......ecuicosrvecomss 6
4-percent period..........c.ccveenn. voees &
Low-employment period........... 4

‘(D) Except a3 provided in subparagraph
(C)1), for purposes of determining the
amount of Federal supplemental compensa-
tion payable for weeks beginning after
March 31, 1883, from en account described
in subparegrdph (CJ), no reduction in such
account shall be made by reason of any Fed-
eral supplemental compensation paid to the
individual for weeks beginning before April
1, 1983.

“(3)(A4) For purposes of this subsection, the
terms ‘G-percent pertod’, ‘S-percent period’,
‘4-percent period’, and Tow-unemployment
period’ mean, with respect to any State, the
period which— '

“(i) begins with the 3d week after the 1st
week in which the rate of insured unemploy-
ment in the State for the period consisting
of such week and the immediately preceding
12 weeks falls in the applicable range, and

“(ii) ends with the 3d week after the 1st
week in which the rate of insured unemploy-
ment for the period consisting of such week
and the immediately preceding 12 weeks
does not fall within the applicable range.

“(B) For purposes of subparagraph (4), the
applicabdle range is as follows:

“In the case of a: The applicable range is:
6-percent period.............. .. A rate equal to orexceed-
ing 6 percent.

5-percent period...........ome. A rate equal to or exceed-
ing 5 percent but less
- than 6 percent.
4-percent periog.............. A rate equal to or exceed-
ing 4 percent but less
than 5§ percent.
Low-employment period. A rate less than 4 per-
cent.
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“fC) No 6-percent period, 5-percent period,
or 4-percent period, as the case may be, shall
last for a period of less than 4 weeks unless
the State enters a period with a higher per-
centage designation.

“4D) For purposes of this subsection—

“(t) The rate of insured unemployment for

any period shall be determined in the same
er as determined for purposes of sec-
tion 203 of the Federal-State Extended Un-
empleyment Compensation Act of 1970,
“(ii) The emount aof an individual’s aver-
age weekly benefit amaunt shall be deter-
mined in the same manner as determined
Jor purposes of section 202(b)(1MC} of such
Act.”.

(b)(1) Section 602(f)(2) of such Act is
amended by inserting before the period at
the end thereof the following: ¢ except that
in the case of any individual who received
such compensation for the week preceding
the last week beginning after such date, such
compensation shall be payable to such indi-
vidual for weeks beginning after such date,
but the total amount of such compensation
payadle for such weeks shall be limited to 50
percent af the total amount which would
otherwise be payable for such weeks”,

(2) Section 605(2) of such Act is amended
by inserting before the semicolon the follow-
ing: ‘“lexcept as otherwise provided in sec-
tion 602(13(2))". :

fc)(1) Section 602(b)(1) of such Act is

ded by striking out “and” at the end of
subparagraph (B), adding “and” at the end
of sudbparagraph (C), and inserting after
subparagraph (C) the following:

‘“UD) had at least 26 weeks of full-time in-
sured employment, during his base period or
the equivelent in insured wages during his
base period (as determined using a method-
ology equivelent to that used under section
202fa)(5) of the Federul-State Extended Un-
employment Compengation Act of 1970);”.

(2) The amendment made by paragraph
(1) shall apply only to individuals who first
became eligible for Federal supplemental
compensation for weeks beginning on or
after April 1, 1983.

(d) Paragraph (3) of section 602(d) of the
Federal Compensation Act of
1982 fas amended by section 544(d) of the
Highway Revenue Act of 1982) is amended
by striking out “subsection (e)(2)(A)(ii)”
and inserting in lieu thereof “subparagraph
(A)(ii) or (C)(ii)(1]) of subsection (e)(2)”,

EFFECTIVE DATE

SEc. 403. (a) The amendments made by
this part shall apply to weeks beginning
after March 31, 1983,

(b) In the case of any eligible individual—

(1) to whom any Federal supplemental
compensation was payable for any week be-
ginning defore April 1, 1983, and

(2) who exhausted his rights to such com-
pensation (dby reason of the payment of all
the amount in his Federal supplemental
compensation account) before the first week
beginning after March 31, 1983,

such individual’s eligidbility for additional
weeks of compensation by reason af the
amendments made by this part shall not be
limited or terminated by reason of any
event, -or failure to meet any requirement of
law relating to eligibility for unemployment
compensation, occurring after the date of
such exhaustion of rights and before April 1,
1983 (and the period after such exhaustion
and before April 1, 1983, shall not be counted
Jor purposes of determining the expiration
of the two years following the end of his
benefit year for purposes of section 602(b) of
the Federal Supplemental Compensation Act
of 1982).

fc) The Secretary of Labor shall, at the ear-
liest practicable date after the date of the en-
actment of this Act, propose to each State.
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with which he has in effect an agreement
under section 602 of the Federal Supplemen-
tal Compensation Act of 1982 a modifica-
tion of such agreement designed to provide
Jor the payment of Federal supplemental
compensation under such Act in accordance
with the amendments made by this part
Notwithstanding eny other provision of
law, if any State fails or refuses, within the
3-week period deginning on the date the Sec-
retary of Labor proposed such a modifica-
tion to such State, to enter into such a modi-
Jication of such agreement, the Secretary of
Labor shall terminate such agreement effec-
tive with the end of the last week which ends
on or before such 3-week period.

PART B—PROVISIONS RELATING TO INTEREST
AND CREDIT REDUCTIONS

DEFERRAL OF INTEREST

SEC. 411. (a) Section 1202(b) of the Social
Security Act is amended by adding at the
end thereof the following new paragraph:

“(8)(A) With respect to interest due under
this section for any year after December 31,
1982, and before January 1, 1986, 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). In-
terest shall accrue on such deferred interest
in the same manner as under paragraph
(3)(C).

“UB) To meet the eriteria of this subpara-
graph a State must—

“(i) 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-
Dposes of section 3302(f) of the Internal Reve-
nue Code of 1954); and

“4ii) have taken an action (as certified by
the Secretary of Labor) after October 1, 1982,
which will increase revenues and decrease
benefits under the State’s unemployment
compensalion system (hereinafter referred
to as a ‘solvency effort’) by a combined total
of the applicable percentage (as compared to
such revenues and benefits as they would
have been: in effect without such State
action).

In the case of the first year for which there
is a deferral (over a 4-year period) of the in-
terest otherwise payable for such year, the
applicable percentage shall be 30 percent. In
the case of the second such year, the applica-
ble percentage shall be 40 percent. In the
case of the third such year, the applicable
percentage shall be 50 percent.

“(C)(i) The base year is the first year for
which deferral under this provision is grant-
ed. The Secretary of Labor shall estimate the
unemployment rate for the base year. To de-
termine whether a State meets the require-
ments of subparagraph (B)(ii), the Secretary
of Labor shall determine the percentage by
which the benefits and taxes in the base year
with the application of the action referred
to in subparagraph (BJ(ii) are lower or
greater, as the case may be, than such bene-
Jits and tares 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) to have been effective for
the base year to the same extent as such
action is effective for the year following the
base year. Once a deferral is approved a
State must continue to maintain its solven-
cy effort. Failure to do so shall result in the
State being required to make immediate
payment of all deferred interest.

“tii) 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
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not be counted for purpases of meeting the
requirement of subparagraph (B).

“(D) In the case of a State which produces
a solvency effort of 50 percent, 80 percent,
and 90 percent rather than the 30 percent, 40
percent, 50 percent required under subpara-
graph (B), the deferred interest shall be com-
puted at an interest rate which is 1 percent-
age point less than the otherwise applicable
interest rate.”. .

(b) Section 1202(0)(7) of such Act {is

amended by striking out , and defore Janu-

ary 1, 1988,
CAP ON CREDIT REDUCTION
SEC. 412. (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,—

“(A) In the case of a State which would
meet the requirements of this subsection for
a taxadble year prior to 1987 but for its fail-
ure to meet one of the requirements con-
tained in subparagraph (C) or (D) of pare-
graph (2), the reduction under subsection
(c)(2) in credits otherwise applicadle to tax-
payers in such State for such taxable year
and each subsequent year (in a period of

consecutive years for each of which a credit’

reduction s in effect for taxpayers in suth
ﬁ(tnatez shall be reduced by 0.1 percentage
n

“(B) In the case of a State descrided in
subparagraph (A) which also meets the re-
quirements of section 1202(b)(8)(B) with re-
spect to such taxable year, the reduction
under subsection (c)(2) in credits otherwise
applicadle to taxpayers in such State for
such taxable year and each subsequent year
(in a period of consecutive years for each of
which a credit reduction is in effect for taz-
payers in such State) shall be further re-
g:‘ced by an -additional 0.1 perceniage

nt.”. .

(2) The amendment made by paragraph
(1) shall apply with respect to tazabdle year
1983 and taxable years thereafter. )

(b) Section 3$302(1)(1) of such Code {s
amended by striking out ‘beginning before
January 1, 1988,".

AVERAGE EMPLOYER CONTRIBUTION RATE

Szc. 413, (a) Section 3302(d)(4)(B) of the
Internal Revenue Code of 1954 is amended
by striking out “the total of the remunera-
tion subject to contributions under the State
unemployment compensation law” and in-
serting in lieu thereaf “the total of the wages
attributable to such State subject to taz-
ation under this chapter”.

(b)  Sections  3302(c)(2)(B)) and
3302(c)(4) of such Code are each amended by
striking out “2.7” and inserting in lieu
thereof “2.7 multiplied by the ratio of the
wage base under this chapter divided by the
estimated average annual wage in covered
employment for the calendar year in which
the determination is to be made”.

(c)} The amendments made by this section
shall be effective for taxadle year 1984 and
taxable years thereafter.

' DATE FOR PAYMENT OF INTEREST

SEc. 414. Section 1202(0)(3)(A) of the
Social Security Act is amended by striking
out “not later than” and inserting in lieu
thereaf “prior to”.

RECOUPMENT OF INTEREST

Szc. 415. Section 3302 of the Internal Rev-
enue Code of 1954 is amended by adding at
the end thereof the following new subsec-
tion

“(h) RECOUPMENT OF OVERDUE INTEREST.—

“(1) In addition to any other reduction re-
quired under this section, {f any accrued in-
terest under section 1202(b) of the Socigl Se-
curity Act has not been paid by -a State
within one year after the date such payment
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is otherwise required to be paid, then the
total credits (after applying any other provi-
otherwise allowable

year which are

“(2) Any inerease in the smount of ltax
paid by reason of paragraph (1) shall be first
applied as a payment af such overdue inter-
est, and any remainder, shall be applied as a
repayment. of principal under section
1202(b) of the Soctal Security Act.”.

PART C—MISCELLANTOUS PROVISIONS
TREATMENT OF EMPLOYRES PROVIDING SERVICES
TO EDUCATIONAL INSTITUTIONS

Szc. 421. (a)(1) Section 3306(a)(6)(A) of
the Internal Revenue Code of 1954 is amend-
ed by adding at the end thereof the following
new clause:

“(p). with respect to services to which sec-
tion 3309(a)(1) applies, {f such services are

to or on behall of an educational

the same manner as {/ such services were
peﬂome:d directly for an educational insti-

tution, and”.

(2) Clauses (§$)(I), (itt), and (iv) of such
section are each amended by striking out
‘‘nay be dented” and inserting in lieu there-
of “shall-be denied”, .

(b)(1) Except as provided in paragraph
(2), the amendments made by this section
shall apply in the case of compensation paid

~for weeks beginning on or after April 1, 1984.

(2) In the case of & Siate with respect (o

af the State legislature
the date of the enactment
which began prior to the date of the enact-
ment of this Act and remained in session for
at least twenty-five calendar days after such

pre-

&

State legislature.
EXTENDED BENEFITS FOR INDIVIDUALS WHO ARE
HOSPITALIZED OR ON JURY DUTY
Sgc. 422, (a) Clause (ii) of paragraph
(3)(A) of section 202(a) of the Federal-State
Extended Unemployment Compensation Act
aof 1970 is amended to read as follows:
“ti1) during which he fails to actively

because such individual is, as determined in
accordance with State law— )

“I) before any court of the United States
or any State pursuant to a lawfully issued
summons to appear for jury duty (as such
term may be defined by the Secretary of
Labor), or :

“(II) hospitalized for treatment of an
emergency Or a life-threatening condition
::xa’uch term may de defined by such Secre-

Ty
if such exemptions in clauses (I) and (II)
apply to recipients of regular benefits, and
the State chooses to apply such exemptions
Jor recipients of extended benefits; or”.

(b) The amendment made by this section
shall become effective on the date of the en-
actment of this Act.

Mr. DOLE. Mr. President, today, we
begin consideration of H.R. 1900, “The
Social Security Act Amendments of
1983,” as proposed to be amended by
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the Finance Committee. 8. 1. was fa-
vorably reported by the Finance Com-
mittee on Thursday evening, March
10, by a vote of 19 to 1..The committee
bill implements the consensus recom-
mendations of the National Commis-
sion on Social Security Reform, and
also includes provisions dealing with
prospective payments under the medi-
care program, supplemental unem-
ployment benefits, and unemployment
compensation loan reform. Represent-
ing the culmination of many months
of negotiation, this may be the single
most important piece of legislation we
consider in the 98th Congress. I urge
my colleagues to support the bill.
SOCIAL SECURITY

Titles T and II of the committee
amendment would impiement the con-
sensus recommendations of the Na-
tional Commission on Social Security
Reform. Each of the recommendations
of the National Commission were ap-
proved by the committee and, I might
add, only those that required re-
finement—such as the taxing of bene-
fits—were modified in any significant
way. Also, the committee had to deal
with two areas in which the Commis-
sion was unable to reach consensus:
the long-range, financing I!(:em:ll: and &
social security financing
duces the short‘range deficit
Old-Age, Survivors and. ty In-
surance programs (O. I) by $1656
billion. For the long-range, the com-
mittee bill eliminates the entire long-
range deficit in OASDI, and actually
generates a small surplus.

MAJOR FPROVISIONS

The recommendations of the Nation-
al Commission, as embodied in the
committee amendment, will require
concessions from all of the parties who
have a stake in social security—ecur-
rent and future beneficiaries, taxpay-
ers, and Government employees who
do not now contribute to the system.
While no one Member is happy with
every specific recommendation, the
important fact is that-consensus was
reached on how to save the system.

COVERAGE

First, the bill would expand cover-
age. Newly hired Federal employees,
the President, Vice President, Mem-
bers of Congress, the Social Security
Commissioner, and employees of non-
profit organizations would, beginning
in 1984, be covered by Nocial security
on a mandatory basis. State and local
governments would no longer be
granted the privilege of opting out of
the system. To deal with the problem
that will exist as long as coverage is
not universal, windfalls will be elimi-
nated for people who earn dispropor-
tionately large benefits because of
long periods in noncovered employ-
ment. To moderate the impact of this
provision, the committee bill would
phase in the windfall provision and
provide additional guarantees for

re-
in the
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people with long periods of covered

employment.

- I might note that that is the one

minor change in the House-passed

g—to phase in that particular provi-
n.

cora .

Second, on the bemefft side,
annual cost-of-living: adfustment of
social seecurity benefis armd SSI pay-
ments would be delayed by 6 months;.
from July to January. To protect the
needy elderly during the transition to
the new payment schedule, the maxi-
mum payment under the 8SI program
would be increased by $20 per month
($30 for couples). This would allow the
income of all SSI recipients to rise by
$20 a month beginning in July even
though his or her COLA is delayed.

REVENUB PROVISIONS

Also, for beneficiaries with high in-
comes, half of social security benefits.
would be included in taxable income.
The “notch” resulting under the Com-
missfon recommendation was eliminat-
ed by specilying that half of social se-
curity benefits be added to the individ-
ual’s adjusted gross income and his
income from tax-exempt obligations to
determine whether any of his benefits
will be subject to taxation. Counting
adjusted gross income, tax-exempt in-
terest, and ha¥f of social security bene
fits in this manner, the thresholds i
the committee bill are then $25,000 for
ar individual and $32,000 for a couple.
The lesser of one-half of social secu-
rity benefits or one-half of imcome
above the thresholds would be subject
to income taxes. In no ease weuld an
individual’s benefits be taxed if his
income was below $20,000 ¢or if a cou-
ple’s adjusted gross income was below
$25,000).

In addition, part of the payroll tax
increases now scheduled by law would
be accelerated, as recommended by the
National Commisston. The 1985 in-
crease in the OASDI rate would take
place in 1984, and part of the 1990 in-
crease woukd take place in 1988. A
direct eredit against FICA tax would
exactly offset the increase in the em-
ployee’s tax in 1984 so that the accel-
eration in the rate increase originally
set for 1985 will increase trust fund re-
ceipts without increasing an employ-
ee’s tax liability.

For the self-employed, the QASDHI
tax rates on self-employed income
would be increased so as to equalize
his or her contribution to the social se-
curity trust funds with the combined
contribution paid by workers. and their
employers. The tax on the self-em-
ployed—now ahout 1.5 times the em-
ployee’s OASDI tax and the same as
the employee’s HI tax—would be made
equal to the combined employee-em-
ployer rates. To offset partially the in-
creased tax burden this pravision im-
poses on the self employed, the com-
mittee bill would provide a eredit
against self-employment taxes equal
to 2.9 percent of self-employment
income subject to self-employment tax
in 1984, 2.5 percent in 1985, 2.2 percent

CONGRESSIONAL RECORD — SENATE

in 1986, 2.1 percent in 1987 through
1989, and 2.3 percent in 1990 and
thereafter.

STAMILIZER

To help stabilize the financial condi-
tion of soctal security, this bill in-
cludes the recommendation of the Na-
tional Commission to trigger a new
method of indexing benefits if reserves
are critically Jow. Beginning in 1988, if
reserves fal below 20 pereent of
annual outge, the annual COLA would
be based on the lower of the increase
in wages or prices. As reserves begin to
accumulate agsin, a “catch-up” provi-
sion would repay beneficiaries for any
prior reduction in thehr benefit in-
creases. This would help prevent insol-
vency when prices grow more rapidly
than wages, as they have in the last 5
years.

EQUITY PROVISIONS

Also included in the bil? are provi-
sfons which would increase outlays
somewhat, but they improve the
equity of the system considerably for
women. ahd for the elderly who contin-
ue to work. As recommended by the
National Commission, benefit adequa-
cy is improved for widows and widow-
ers and for disabled widows and wid-
owers. Eligibility requirements are
eased for divorced widows and widow-
ers, and for divoreed disabled widows
and widowers. For the elderly who
continue to work and who do not now
receive an actuarially fair increase in
benefits when they delay retirement,
the delayed retirement credit would be
increased from 3 percent to 8 percent
a year.

Along these same lines, two addition-
al provisions were added by the Fi-
nance Committee. First, people who
leave the work force to care for a child
under 3 will be allowed to drop up to 2
extra years of earnings in the compu-
tation of their earnings history. This
change would help acknowledge the
economic contribution of spouses in
the home hy eliminating part of the fi-
nancial penalty they now suffer when
they are out of the work force.
Second, the bill weuld gradually phase
out the retirememt earnings test for
people 65 and older. This is a broadly
supported change that would remove a
strong disincentive for the elderly who
wish to continue working beyond 65.

ACCOUNTING CHANGES

Two accounting changes recom-

mended by the Commrission are includ-
ed In the bill that would improve the
treatment of the social security trust
funds. First, the trust funds would be
reimbursed for all forgone taxes and
interest on account of gratuitous wage
credits provided to people with mili-
tary service. Presently, the trust funds
are not reimbursed until the addition-
al benefits are paid. Second, the trust
funds weuld be eredited with the value
of all checks which have remained un-
negotiated for 1 year or longer. Pres-
ently, such checks remain a drain on
the trust funds even if they are never
cashed,.
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ADDITIONAL PROVISIONS RECOMMENDED BY THE
R NATIONAL COMMISSION

In addition to these provisions,
which constitute the bipartisan con-
sensus, this bilk contains three other
recommendations made by the Nation-
al Commission. These were approved
unanimously in November. Pirst, trust
fund investment procedures would be
revised so ag to imprave the level of
public understanding.

I might say I see the distinguished
Senator from Mississippi in the Cham-
ber. It was through his effarts and the
efforts of the distinguished Senator
from Wisconsin that this provision
was added and agreed to by the Na-
tional Commisston. We will be discuss-
ing that more in length later and will
notify the distinguished Senator from

Mississippi.

Mr. STENNIS. 1 thank the Senator.

Mr. DOLE. We appreciate the Sena-
tor calling that to our attention Iast
year.

In the future, any excess reserves
would be invested on a month-to-
month basis at a rate equal to the
average interest rate paid on long-
term Government bomds. Second, two
public members would be addead to the
Social Security Board of Trustees.
Presently, the Board is composed of
the Secretaries of Treasury, Labor,
and Health and Human Services.

I guess that was & reecommendation
that the Commission felt should have
been adopted, and we have adapted it.

Third, salary reductions made under
salary-reduction plans qualifying
under section 401(k) of the Internal
Revenue Code would, as recommended
by the National Commission, be in-
cluded in taxable wages for purposes
of OASDHI, as wotd .certain other
forms of noncash compensation at the
time the emplaoyee elects to forego cur-
rent cash for a noncash benefit, .

In particular, under the committee
bill, amounts deferred under a quali-
fied ““cash or deferred” plan or a tax-
sheltered annuity by reason of a
salary reduction agreement would be
includible in the FICA wage base. Sim-
ilarly, amounts used to fund fringe
benefits under a cafeteria plan would
be included in the wage base if the em-
ployee had-an option under the plan
to defer income pursuant to a cash or
deferred plan. Amounts deferred
under an eligible State deferred com-
pensation plan would be included in
the FICA wage base in the year the re-
lated services were performed. Other
nonqualified deferred compensation
would be included in the FICA wage
base when it becomes available to the
employee. These changes should pre-
vent future decreases in OASDHI tax
income and benefit credits that might
otherwise oceur from increased use of
deferred compensation arrangements.

I must say we think that is a rather
significant provision for the future.

. FAIL-SAFE PROVISIONS

The National Commission unani-

mously recommended that the social
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security finsancing package inciade &
“fail-safe” provision—some: mechawism
for insuring thst bemefits centinue to
be paid even. umder adveras ecomomic

reductions, tax inessases; gemenal: reve-
nue boerowing, on some combimation:
of these.

The comniittes bill incerporndes tite
first optiom; that of trigecsed €OLA
reductions.

And the recere shouid isrdienter tivis:
was. s provision offensd In the Comunit-
tee By the distimgnished Jenslor frent

Under-this provision; eftesed! iis coni-
mittee by Senator Long, the Secretary
of Health and Human Services would
be required—for any year afier 1984
that reserves are pmejected.to be less.

, falling—

to announce. by the preceding July 1
the amount.of the COLA.that.could.be
provided without furthes depleting
. Congress:

b

cuzity trust funds. 8o as not- to alle
deficits in any one of the teust funds
to bankrupt another, the committee
included strict requirements for inter-
est payments and repayment of princt-
pal and interest—begirmfng no Mter

called nermalizagion. )

Normalising tax transfers would p
vide inceme to the trust fonds at the
start of the month—when bemefit ex-
penditures are heavily eomcemtrated.
Onee again, interest wotld'be eharged
on the excess sums 8o

. of Prudenfial
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Together, these three provisions—
COLA i, itenfnd Dorrow-

shoull provide Slie:
sary fo insuve e Gowdiin

of’ sodial Mimmm :

1980’s.

X peaiigy beliowe: thaat witis tisoss: addh-
tions andwith: the-chiamsge-madein the
Fissnce: Contmities, the chamges in

- LONG RAMGE.
Te close the long-sangs deficit im
OASDI, the commiites bill weuld

gram_ through a combBinatfon. ap-
proach. First, the BAL would raise: the
age at which full seffement Beneflts
are payable from 65.fo 65, By I month.
a year, between 200G-IT Te-

tirement benalils would continue fobe The

some of us may have wished ta go
ther, particularly with

served no ene’s interests,

Before us we have a bill that fncor-
porates. & set of recommendations of-
fered by the Natfonal Commission
that is supported by a broad group in-
cluding Representative Crauns PEPPER;
Lane Kirkland, president of the AFL-
CIO; and’ 8ave Our Seaurfty, on the
one Mm;mwﬂmhmﬂent
and the
Roundtabfe, on the oflier hand; as
well as by President Reagan and
House Speaker' O'Nfrmr. A Dbill very
simfiar to -the- one pmssed by the conr-
mittee was spproved Iast week In the
House of Representstives by a vote of
282to148. . '

‘Phe American people—the 36 mfl-
lion: people: recelfving benefits as well
as the 116 mifton working people who

S 3033
suppert the
speedy considerntiont of thix bipartisan

er groupsy; theinsursnes: industry, cen-
;m and pepwesemiatives eof the
asiness. comnuanity

many of which we tyted s» address in
thre dimfting of thux degisiatien. Chear-
ly; there sve these problems we were

wo Umable to solve; buk Uase epeful that

over time, ornew . s ia pince,
we will continue to nuite changes: as
NECcossary -

The provisfons contafed iy thiz bill

s¢ are by no means perfeet; Any tfime you

attempt: to devise & twew system, prob-
lems oceur whtch your eftfrer un-
aware of, or unafle U resotve at the
outset. This sywtent i no diferent.
However, this Senstor delieves ample
flexibififty has Deen provided, giving
the Seeretary the epportunily to

directing the Seerelary to malte eer-
tafn changes when peossible. Por exam-
ple, on the fssue of severity of Hiness,
we know t oerbmin nstitwtions,

the Pinanece

adjustments for teaching institutions.
The first recognises the direct casts of
teaching—-salnries, ards—and
passes these costs through. The
rect costs of temching e aten the

: e
current s@fustment mmesu costs
This will certainly to- revognize
some of the urususl costs faced By

these institutions. -
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In addition to these two adjust-
ments, we have also provided an insti-
tution the opportunity to apply to the
Secretary for additional payments
~ where the length of stay for a particu-
lar case is unusually long, or the cost
unusually high as compared to the
DRG rate. The House bill only pro-
vides for special treatment for long
lengths of stay.

Our bill also contains a provision re-
quiring that the Secretary make ad-
justments or exceptions as he deems
appropriate to take into account the
special circumstances of hospitals
caring for a large number of low-
income patients. Sole community pro-
viders are given special treatment, as
are psychiatric hospitals, childrens
hospitals, and rehabilitation hospitals.

I understand the distinguished Sena-
tor from Texas will offer an amend-
ment to assist those institutions that
serve as regional or national referral
centers, an amendment we are certain-
1y willing to accept.

By summarizing these exceptions
and adjustments the Senator from
Kansas wants to make it clear that
every attempt has been made to iden-
tify and resolve those legitimate con-
cerns raised by institutions across the
country.

As I said at the outset, this is a new
program, and we are not sure of all
the answers. These provisions give us a
chance to test out some answers to
some specific problems, while getting
the system into place.

INDUSTRY SUPPORT

The hospital industry has made it
clear that they want to move ahead
with this system. They do not like the
current system of controls any more
than we do. They want a system that
finally puts some incentives for effi-
ciency into place. They are, of course,
concerned that we treat hospitals equi-
tably, but also believe that our recom-
mendations go a long way toward re-
solving some of these concerns.

MAJOR PROVISIONS OF THE PROSPECTIVE
PROPOSAL
DIAGNOSTIC-RELATED GROUPS AND RATES

Under the committee amendment,
the Secretary is required to determine
prospectively a payment amount for
each medicare hospital discharge.
DRG rates would be established for
urban and rural areas both nationally
and in each of four census regions.

These rates would be increased for
fiscal year 1984 and fiscal year 1985 by
the marketbasket plus 1 percentage
point. Adjustments for future years
would be decided upon by the Secre-
tary, based in part upon recommenda-
tions made by an independent commis-
sion.

Changes in the relative weights of
the DRG’s would be made at least
every 5 years to reflect changes in
treatment patterns, technology, and
other factors which may change the
relative use of hospital resources. The
independent commission mentioned
earlier will also assist the Secretary in
making these changes.

CONGRESSIONAL RECORD — SENATE

OUTLIERS

Another major provision is the one
that deals with outliers, the unusually
costly cases or those with particularly
long lengths of stay. As noted earlier,
our proposal is more generous in deal-
ing with these costs.

EXCLUSION OF CAPITAL-RELATED EXPENSES AND
MEDICAL EDUCATION EXPENSES

In the case of capital costs and
direct education costs, we will continue
to reimburse hospitals as we do under
current law until October 1, 19886,
after which time capital costs will no
longer be “passed through.”

In the case of indirect medical ex-
penses the proposal doubles the cur-
rent teaching adjustment.

EFFECTIVE DATE/TRANSITION

The proposal would be in effect for
Individual hospital accounting years
beginning on or after October 1, 1983.
The bill also provides for a 3-year
transition from the current system to
a full national DRG system. During
the transition the hospitals would be
paid a mixed rate based on their his-
torical costs, a national DRG rate and
& regional DRG rate. This transition
provides ample opportunity to the
hospitals to adjust to the new system.
EXEMPTIONS, EXCEPTIONS, AND ADJUSTMENTS

As noted earlier in my comments,
certain hospitals are excluded from
the prospective system and adjust-
ments and exceptions are provided for
others to accommodate certain con-
cerns, such as unusual ‘patient case-
loads or geographic location.

PEER REVIEW

The proposal includes a requirement
that hospitals contract with a profes-
sional review organization selected by
the Secretary under title XI of the
Social Security Act. It will be particu-
larly important that a monitoring
system be in place in conjunction with
a payment program that pays an es-
tablished rate per diagnosis. We will
want to continue to insure that appro-
priate and necessary services are pro-
vided.

STATE COST CONTROL PROGRAMS

The States will continue to be able
to design and implement State pay-
ment systems. In fact, the language
contained in the proposal strengthens
the case of States applying for medi-
care waivers as long as they meet the
requirements established by the stat-
ute.

We continue to be interested in ex-
amining the State systems, believing
that there are a great many ways one
might go about addressing the prob-
lem of rising hospital costs, and that
the Federal Government might still
have a great deal to learn.

ADMINISTRATIVE AND JUDICIAL REVIEW

The committee amendment contin-
ues to provide the opportunity for in-
stitutions to seek administrative and
judicial review in all cases except
those that relate to the establishment
of diagnosis-related groups, of the
methodology for the classification of
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discharges within such groups, and of
the appropriate weighting factors.
STUDIES AND REPORTS

Mr. President, the last major provi-
sion of title III deals with studies and
reports. The committee has asked that
the Secretary complete a number of
studies on issues of concern to us in es-
tablishing this new prospective
system.

Of particular note are the studies
and reports dealing with the severity
of illness, intensity of care, or other
such modifications to the diagnosis re-
lated groups. These issues are critical
to our efforts to insure that institu-
tions receive a DRG payment that is
reasonably sensitive to the care being
provided to patients.

COMMISSION

There is one other aspect of title III
that bears noting. This is the creation
of a Commission of experts to assist
the Secretary in making adjustments
to the DRG’s and in examining those
changes in the health care industry
that have a bearing on health care de-
livery and the cost of care.

The Commission will help us look at
such important issues as variations in
treatment practices, resource usage,
and medically appropriate patterns of
care. Because this Commission would
be made up of a mix of experts, for ex-
ample, nurses, physicians, employers,
and hospital administrators, they will
be able to explore a number of diverse
issues, such as the role of nutrition in

.the treatment of a patient and its
impact on the overall use of services.

Changes in technology will be par-
ticularly important for us to track. We
certainly do not want to discourage
the kind of innovation we have come
to expect from the health care indus-
try. The introduction of a new treat-
ment modality or a new piece of equip-
ment can have enormous implications
for a particular DRG and its. so-called
weight. We want to make sure. that
changes in the DRG's really follow
changes in the industry.

NEED FOR ACTION

Like the other aspects of 8. 1, this
title should be given every considera-
tion by my colleagues. It is ‘clearly
time to move away from the old ineffi-
cient cost based reimbursement
system, to one that puts some incen-
tives in place. These provisions do ex-
actly that.

UNEMPLOYMENT COMPENSATION PROVISIONS

The Finance Committee included
four provisions in 8. 1 dealing with the
unemployment insurance system. The
first provision would provide a 6-
month extension of the Federal sup-
blemental compensation (FSC) pro-
gram currently scheduled to expire on
March 31, 1983. Two provisions deal
with coverage and eligibility issues,
and the final provision provides some
relief from the interest and loan re-
quirements of current law. The House-
passed bill, H.R. 1900, includes only
the extension of FSC.
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The Finanoce jtee:
extends the Federal supplemental
compensation (FSC) program for 6
months, from April 1, 1883, through
September 30, 1983 basic tier of
benefits has been redesigned to reflect
more ascurately currest umempley-
ment  conditions. The proposal has
three new and important features:

Wrst, extrs weeks of FSC' benefits
are to claimants who have
exhausted the initial PSC entitlement
prior to April 1, 1983. These benefits
are again geared to the level of ais-
tress in.each State.

Second, claimants who have not
used their full initial entitlement. are
permitted te continue to reeeive FSC
benefits after April 1, 1983.

Third, these individuals who may
have FSC entitlement remsining on
September 30, 1983, when this pro-
gram will expire, will not have their
benefits immediately cease.

Instead,
the proposal allows a “phase out” of

benefits whereby the claimant would
receive half of the remaining weeks of
his entitlement. To me, this is attrac-
tive because it allows the individual
who becomes eligible for FSC late in
the pregramys life to.recelve some
benefit from

In order to afford this “phase out'™
feature, it is necessary to seale back
somewhat the level of benefits availa-
ble. The current FSC program pro-
vides 16 weeks of benefits in States
ment rates (IUR). This proposal would
allow 14, the same level provided in
the House-passed bill. In my apinion,
this is justified. not only on cost
grounds, but also because there does
appear to be a downward trend in un-
employment which. is projected to con-
tinue, although.slowly, through the

ing and summer. Should this-net be
the case, I certainly expect that the
Congress. wilk be in: - sessien -this
summer and siterstions ean be made,
if necessary.

Additionally, we have ineluded an in-
crease in the mumber of weeks of work
required to qualify for FSC benefits—
from 20 to-26 weeks. This reqnirement
would: be applied en & prespective
besis only, that is, for people who fizst
begin receiving FSC after April LIt
seems reasonsbie to me that & work
force attachment beyomd 20 weeks
should be required for the receipt of
benetits of as many a&s 33 weeks in

some States.

CBO estimates the fiscal year 1983
cost of this proposal at $2.1 billion.
There would also be a cost in fiscal
year 1984 of $120 million. This is in ad-
dition to the $2.5 billion fiscal year
1982 and fiscal year 1983 cost of the
current FSC program. It is & substan-
tial expenditure of Federal dollars and
demonstrates 8 real commitment to
aidiihg our Nation’s unemployed. We
may not be able to go further.

The second provision approved by
the Finance Committee womld correct
a serious situation which was brought
to the attention of the committee by
onre of our Members, Senator BRADLEY,
and by a number of our House col-
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This provisiess wosl@ permit &

leaguen.
State to treat BEC-isimants serving

on jury duty and those who are hospi-
talized in the same manner as such
claimants are treated under the regu-
lar State programs. A number of cases

.were documented in which FSC claim-

ants were terminated from benefits for
failing to meet the “able to work” and
under Federal law. These claimants
were serving en jury duty er, in some
cases, had Been suddenly. Nospitalized.
The committee recognized that such

are generally beyond the

- Therefo!

with such cases as they do in their
own State programs.

The third provision would require
States to deny unemployment benefits.
to school! employees and certain em-
ployees who perform services for edu-
cational instftutfons, This denfal of
benefits would apply during periods
between academic years or terms. The
denial would take place only if there
was reasonable assurance of returning
to work in the next academic year or
terms. This srmendment. egunlises the:
treatmend. of thess emploxees with the
treatment now accorded.to p -
al employees working in fnstructional,
research, and princfpal administrative

capacities,

Pinally, the Finance Committee
adopted a measure which provides lim-
ited relief for States which are borrow-’
ing from the: Federal Treasury to-meet
benefits payments. This is a.responsi-
ble which is deserving of the

charged. on borrowing. Additionally, a
full cap on the loss-of tfre Federal un-
employment tax (FUTA) credit may,
under the comimittee provision, qualify
for a partial cap.

Some action on the State’s part for
this relie is, ef cousse; necessxxy. The
Finsmce Committes propossl requires
States to make progress towsad solven-
cy of 30 percent the: fivs€ year, 40 per-
cent the second year; ‘80" percvent
the third year. IF the State makes an
effort’ to reach solvemey” which M
creases those percentages to 59, 80,
and 90, the interest rtite will be re-
duced by 1 percent. ‘

Even this Nimited relfaf will have &
Federal budget limpact. The loss of in-
terest paid to the Federal Government
could total $319 million in fiscal year

198 from the deferral alone. Thre re- -

duced intesest rate ‘weuld only in-
abflity of the partial cap on the offset
credit loss would also have a negative
impact on the Federal deficit of some
$200: million. Howsever, the Finance
Committee recognized the fact that
the current recession has been deeper
and more prolonged than we expected
in the summer of 1981 when the inter-
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ait snd cap prosdelens were enacted as
part of the Omnibus Budget Reconcili-
ation Act. Therefore, the committee
was willing to make some temporary
changes {n the current law in order to
allow States extra time to enact the
necessary State law changes to bring
their programs closer to solvency.

I urge my colleagues to support
these modifications f. ifi¢ tnterest and
loan provisions. I be that the Fi-

nance : treats'tn &

manner which must
continue to borrow. ve that. the
Finance Committes also pro- .
have operated : over
but repaying on time entt making the

CONCLUDING REMARKS
age, as well asthe and unem-
ployment provigions,

provisions along
provided by the Office of the Actuary,
S8A, and: the Congressiomal Budget
Oftice, and also a detailed description
of the Fmance Commfttee amend-
ments dealing with the wnemployed
insurance program. .
There being no objestion, the mate-

" rial was ordered to-be printed In the

REcoRrD, as follows: .
ACTUARIAL COST ANALYSIS.OF'S. 1, AB AMENDED
BY TEE FINANCE COMMITIEE, PRNPARER BY
SECURITY , AND ACTUAKIAL
COST ANALYSIS OF THE BilL PREPARED BY THE
CONGRESSIONAL BUDGER OWNPICE
DEpPARTMENT OF Hrarsms awp HuMaN.
Sxavicss, SociAL SscumTry AD-
MINISTRATION, )
Projinsinary estimate of the mng' g
08 o
as reported by the Senate Finance Commit-
tee onvthe long-range financial status of the

OASBDY

Mr. HARRY C. BALEANTYN®,

Chief Actuary )
The attached table includes

Jong-range estimatew farS.' 1

the Senate Fihance !

1983 trustees Repors..

preliminary
reported by

H-B as-
sumpttons. t of this bill will result
in & long-range actusrfhl surplus of 0.08 per-
cent of taxable payroll for OASDI com-
bined. Estimates for individual provisions
are shown in the table generally only for
those provisions with significant long-range
twrpeet on OASDI. However, the impact on
OASDI of all provisions of S. 1 as reported
is included in"the totals.

The estimates assume that the allocation
to the DY trust fund wilt be simiiar to-the ah
.ocation in H.R. 1900 as reported by the
Ways and Means Committee, exespt that

increase

after 1999 the rate wouild: from 0.60
to 0.65 each. . .
Faaxcisco R. Bavo,
Deputy Chief Actuary.

Attachment.
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TABLE 1.—ESTIMATED CHANGES IN ASDI TAX INCOME OR BENEFIT OUTGO UNDER S. 1 AS REPORTED BY THE SENATE FINANCE COMMITTEE, BASED ON 1983 ALTERNATIVE I-B
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PRELIMINARY ESTIMATED LONG-RANGE 0ASDI COST EFFECT
OF 8. 1 AS REPORTED BY THE SENATE FINANCE COMMITTEE

Effect as percent of payrok
Provision —_—
sl DV OASD
- 1304 134 1438
. - 1013 217 1229
Actuarial BANCE. ...covsmnrarecesssene . =292 +83 209
Changes relating l: both long-range and short-

m&m new employees...... +02 +28
Cover alt nonprofit empioyees. 01 .10
Pronibit State and local I.oo I.OG
Delay benefit increases 6 mo. +03 +30
Stabwize trust fund ratio
W “windfal’” benefits. +.00 +.(l)3
™ vm K]
Accelerate tax rate increase +.03
Increase +.19

i

R SRR A R et
SBI22R=288LRYER: RRIR

Remaining defict atter the
Additons changes eating parly o ong-

for each provision inchde the effcts of interaction with al
provision ot

PRELIMINARY ESTIMATED LONG-RANGE OASDI COST EFFECT
OF S. 1 AS REPORTED BY THE SENATE FINANCE
COMMITTEE—Continued

Effect as of
Provis percent of payrok
sl DI 0ASDI
After committee bil
Actuarial balance....... +07 +01 +.08
[ . 1161 131 1292
. 1154 130 1284
* The values for each of these i provisions represent the effect over
present law and do not take into account interaction with other proviisons.
-mmmpmmmmmmmmumm
 The values for each of these provisions take into account interaction with
the provisions included in the sublotal,
4 The values for the total effect of S. 1 take info account interactions
mng_allonrepmvmndﬂn X
Note.—The above estimates are bassd on the 1983 Trustees
assumplions. Individual esti ot 2dd to totals due to
rounding and/or interaction among b

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, D.C., March 11, 1983.
Hon. RoBerT J. DoLs,
Chairman, Committee on Finance, U.S.
Senate, Washington, D.C.

DEAR MR. CERAIRMAN: Pursuant to Section
403 of the Congressional Budget Act of
1974, the Congressional Budget Office has
prepared the attached cost estimate for S, 1,
the Social Security Act Amendments of
1983, as ordered reported by the Senate
Committee on Finance on March 10, 1983.

wwmgwwisimmalsdomdmysequalttnwmdmpmmsmmmumPosiﬁveﬁgumrqnmntaddiﬁmlimmorreducﬂonsm

Should the Committee so desire, we would
be pleased to provide further detafls on this
estimate.

Sincerely,
JAMES BLUuM
(For Alice M. Rivlin, Director),

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

One. Bill No.: 8. 1.

Two. Bill title: Social S8ecurity Act Amend-
ments of 1983

Three. Bill status: As ordered reported by
the Senate Committee on Finance on March
10, 1983.

Four, Bill purpose: To amend the Social
Security Act to assure the solvency of the
Social Security trust funds; to accelerate
presently scheduled payroll tax increases; to
tax 50 percent of certain individualg’ bene-
fits; to increase the self-employed s to
delay the payment of cost-of-living adjust-
ments; to reform the Medicare reimburse-
ment of hospitals; to extend the federal sup-
plemental compensation program; and for
other purposes.

Five. Estimated cost to the Federal Gov-
ernment: The following table shows the esti-
mated costs of this bill to the Federal Gov-
ernment.

Because no draft language has been re-
ceived, CBO cannot estimate certain provi-
sions in this bill at this time. These provi-
sions relate to the Unemployment Insur-
ance and SSI programs. The cost estimate
for the remaining provisions present the
best estimates based on current informa-
tion.

TABLE 1.—ESTIMATED BUDGET AUTHORITY, OUTLAY, AND REVENUE IMPACTS OF S. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983

(By fiscal year, in millions of dollars]

1983 1984 1985 1986 1987 1988

Function 550:
Budget authority 3439 1,001 1,985 ,283 2,665 2987
On% 105 3 -3 =131 ~135 —140
“athority. 22,235 14,084 14713 14,503 16,673 30,457
m ul —3,067 =347 3,626 -3, —4140
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TABLE 1.—ESTIMATED BUDGET AUTHORTY, OUTLAY, AND REVENUE IMPACTS DF 8.1, THE SOCAL SECURITY ACT AMENDMENTS OF 1983-—Cantinued
[y focal your, io ilinns of dolans]
‘1983 1984 1985 1986 1987 1988
Function 700: ’ -
B 4 X X% -3 2B -8
Total : .
> spo um e umoam o aw
Revenues. 0 6,466 1519 7453 3,889 19,825
Change in unified budget deficit 2 —9494 =11 ~11.268 -1288 —24,168

The spending effects of this bill fall
within budget functions 550, 600 and 700.
The budget suthority is the net result of
higher interest income on higher trust fund
balances for the Old Age Survivors Insur-
ance (OASI), the Disability Insurance (DI)
and Hospital Insurance (HI) programs,
transfers to the trust funds from the gener-
al fund of the U.8. Treasury, and required
additional budget authority for the Supple-
mental Security Income (SSI), Supplemen-

Stamps, Veteran’s Pensions and Medicaid
programs, .
Basis of estimate

This bill generally incorporates the Janu-
ary, 1983 recommendations of the National
Commission on Social Security Reform. It
also incorporates provisions affecting the
Medicare; Supplemental Security Income
and Unemployment Insurance Programs,
Table 2, shows the costs, savings and reve-

One major purpose of this bill is to ensure
the continued payment of all Social Secu-

- rity benefits. The impact of some of the pro-

visions in the bill on the financial status of
the Social Security trust funds differs from
their impact on the federal budget. Many
provisions transfer funds within the govern-
ment, which has no impact on budget out-
lays or receipts. In addition, the savings to
and income into the trust funds generate
additional interest income or budget author-

tary Medical Insurance (SMI), Food Due impacts of this bill to the federal gov- jty, ‘This income also does not affect the
ernment. unified budget deficit. The impact of the
bill on the trust funds therefore is shown
separately in Table 3.
TABLE 2.—ESTIMATED OUTLAY AND REVENUE CHANGES.TO THE UNIFIED FEDERAL BUDGET RESULTING FROM $. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983
(By focal youv, in milions of dollars] ‘
- 1963 19 195 I8 1987 198
Outlay :
% 6 me: —1700 3783 428 4418 4206 5181
; -1g -1 1m0 -1 -15 =210
Oftt fod w’ ¥ & 8 8 8
= S B
-9 - )
e 5 bt ? - oo
m 250 1) “s W 35
- Food stamgs. . -0 M5 -~ 1M 1. 15
Medcaid N 6, 3 ¥ % 55 85
mﬁ? AL wn 1 0 0 0 0
) food ::u AFOC. -133 -= 3 ! 9 X
e S B
OASDK........ 0 12 30 2% ]
$51 and AFDC ) ) () )y ) ®
Total outlays changss 21 308 3538 -5 338 —4343
Revense changes:
A 0 6% 234 0 0 10
Raikoad rebroment 0 & 0 0 0 6l
1984 FICA tax credi 0 -320 985 0 0 0
 Other ACA tax offaets 0 B’ - 0 0 1M
SECA tax increae ... 0 L8 4| 4w 4 519
o e o b He i B
Nongroft income tax offsets. 0 -1l -2 -4 - -3y
m« fow Federal workers ] 61 gg 315 485 6%
spondp . 0 1600 1% 104 200
Tax 50 puc of Denelits:
0 70 - 2% 336 3885 45M
[t o 0 2 o H [ o8
Increased tax revenuss from FSC extension * 0 1 [} 0 [] 0
Total revenve changes D 6466 751 743 8889 19825
Total impact on ueified budget deficit Q1 94 —1LID 1268 —12848° — 24,168
1 Less than $500,000
= This bil contaies M0 estimates o unemployment trust fund foan reform, _ _
#The Decause the bill would alow the Secretary of Health and Human Servicss, a8 advised by a panel of experts, nearly unlimited discretion in setting payment rates for inpatient hospital services.

connot be
rmmmu%ummhmwmmam

the

cost of be actions of State hespital commissions in Massachusetts
o e e e e oo sl Sy it Mg o e 5. S Do

and New York.
fnd for details.

TABLE 3.—ESTIMATED CHANGES IN OAS!, DI AND HI TRUST FUND OUTLAYS AND IM’XMEVRSULTING FROM S. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983 2

[By fiscal yours, in millions of deltars}

1903 1984 1585 1986 1) 1988

i

~1519 -3 - —4049 -4 ~412
-185 -39 % -2 —'2473% —468
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TABLE 3.—ESHMATED CHANGES IN OASI, DI AND Hi TRUST FUND OUTLAYS AND INCOME RESULTING FROM S. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983 *—Continued
By fiscat yowss, in milions of dollars)
1963 1994 1985 198 1987 1988
Wiscellzneous provisions: OASI 0 12 B0 2% % 4%
Total changes:
riod —1519 3212 3575 —3753 —3908 —4274
D 185 =399 i3 4 a3 —dsg
T —L104 —3611 3998 —AMT —4382 4743
Trast fond income
Tan 5 percent OASI » 0 780 2760 3316 3MS5 454
FICA tax speedup: X
OASH 0 5476 197 0 0 863
Dl 0 96 43 ¢ 0 1764
SECA tax increase:
[ 0 ®6 2525 247 2808 2912
g B 15 5 Wl 53 g5
oo it .31 1282 1AM 1805 1600
Ay et Vel werkers: ¢ M M s oM e
oo’ : 0 1B s M 1% 101
o 0 M e 126 14F 1w
A 9 M M W W M
" 0 A6 3% W 0 65
! 1600 38 -5 210 -20 -2
2 200 80 g0 3 35 3
Uncamd i W - -1 0 60 —&
0ASL 60 48 8 8 8
0l 120 7 7 7 7 1
St speucip GRSEN 0 160 200 136 104 200
o ey canees: 19300 10487 9734 8393 8853 22003
M 3 1 L7l 205 2215
Total 23190 11010 11252 10164 1,678 24238
Totat outtay and income infusians to trust funds:
0ASHY 2604 14158 13732 0 13995 26761
OASDH 14834 u.%sx 15?%50 %l 16,020 %gfgal
Estimated interest income:
OASDI 20 2948 4428 559 sM2 1770
B5 3333 498 6202 7217 8682
Total anmusl increase i trust funde:
A8l A8 17106 18160 18120 20497 34531
ASDH 529 1804 20178 M3 22% 663

1 Assumes no reatiozation betwean OAS! and O trust funds,
2 Assumes all revenees aflocated to 0AS! trust fund,
Source: CBO estimates based on February 1983 economic assumptions.

A section by section description for the
basis of the estimates for the provisions in
this bill having major cost impact is given
below. These estimates were prepared from

a draft of the bill before Committee amend- .

ments were added and from mark-up docu-
ments. No bill as amended has been re-
cetved.

PROVISIONS AFPECTING THE FINANCING OF THE
SOCIAL SECURITY SYSTEM

Cover new Federal employees

This provision extends Social Security
coverage to all new permanent federal civil-
ian employees as of January 1, 1984. The
proposal is expected to cover about 150,000
new permanemt federal entrants per year
through 1988. The proposal raises $61 mil-
lion in unified budget revenues in fiscal year
year 1984 and $1.7 billion in revenues from
fiscal year 1984 through 1988.

This provision assumes no change in the
current Civil Service Retirement system for
those federal workers newly covered by
Social Seeurity. No impaet of any Civil Serv-
ice change is given in this estimate.

The estimate is based on CBO’s current
economic and federal employment assump-
tions. .

Cover workers in nonprofit organizations

The provision requires mandatory cover-
age of all employees of nonprofit institu-
tions and organisations. A 20
bercent of employees of nonprofit organiza-
tions and institutions are not currently cov-
ered by Social S8ecurity. Covering the last 20
percent of nonprofit employees ratses $1 bil-
lion in fiscal year 1984 and $8.7 billion in
fiscal years 1984 through 1988.

The extension of mandatory coverage to
al non-profit employees resuit in an income
tax offset against the incresae in OASDHI
revenues. The offset equals 235 percent of
the employer contribution and reduces
income tax revenues. Income tax revenues
are estimated to fall because it is assumed
that non-profit employers pass the entire
payroll tax increase onto their employees in
the form of lower wages and salaries.

The estimate was based on CBO’s econom-
ic assumptions using the Social Security Ad-
ministration’s short-term revenue forecast-
ing model.

Termination of State and local coverage

Currently, state and local governments
can terminate Social Security coverage uron
giving two years notice of their intention to
withdraw, 4nd then doing so. This provision
would prohibit any such withdrawals, effec-
tive with the bill’s enactment.

CBO’s current law revenue estimates do
not assume reductions in trust fund income
that could result from withdrawals of cer-
tain state and local governments. Thus,
there would be no revenue gain to the CBO
baseline estimates from prohibiting such
withdrawals.

Delay payment of annual cost-of-living ad-
Justment from July to Jamuary of each
vear
This section delays the payment of future

cost-of-living  adjustments (COLA’s) for

Social Security for six months, from July to

January of each year. In addition, the provi-

sion changes the base perfod from which

the COLA is calculated.

The COLA is measured by the growth in
the Consumer Price Index (CPI) from the

first calendar quarter of the previous year
to the first quarter of the curremt year.
Whenever the increase is greater than three
percent, an adjustment to the benefits paid
each July is made. The July, 1983 COLA
will be paid in January, 1984 under this pro-
vision, and will be based on the current law
indexing period. Subsequent adjustments
will be based on the CPI growth from the
third quarter of one year to the next. The
table below shows the CBO COLA assump-
tions under current law and under this pro-
vision.

ASSUMED PERCENTAGE INCREASE IN SOCIAL SECURITY
BENEFITS UNDER CURRENT LAWS AND UNDER S. 1

1983 1984 1985 1986 1087 1988

S 46 45 42 40 38
. 00 41 46 44 41 38

This bill also guarantees that a January,
1884 COLA will be given, even if the rate of
inflation is so low that the adjustment is
less than three percent. Since CBO’s cur-
rent economic assumptions have this COLA
adjustment at 4.1 percent in 1984, this
clause has no cost effect.

The change in the COLA base of payment
is expected to save $24 billion in Social Se-
curity benefits over the period, and an addi-
tional $1.3 billion in SSI and other benefits
directly linked to this COLA. These COLA
changes would increase food costs by $240
million over the period as incomes of food
stamp recipients decline.
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Taa:ation af 50 percent of social securily and
railroad retirement benefits for individ-
uals with incomes above $25,000 ¢nd mar-
ried couples above $32,000

This provision includes in taxpayers’ ad-
justed gross-income (AGI) half of Old Age,
Survivors and Disability Insurance (OASDI)
benefits when those benefits plus AGI ex-
ceeds & threshold amount. For the purpose
of taxing half of OASDI benefits, the inter-
est from tax free bonds is added to AGI.
The threshold is $35,000 for single returns,
$32,000 for joint returns, and sero for mar-
ried couples filling separately. This limit
would be calculated
ual’s or couple’s tax exempt income, al-
thouxh this lnebma would not count to-

The unount :g beneﬂu lnclndem AGI

would be the lesser of either 30 percent of
benefits or the one-half of the halance of
the taxpayers’ summed income over the
threshold.

The provision raises $800 million in fiscal
year 198¢ and $15.3 billion from-fiscal year
1984 through 1888. The revenue effects are
derived from the Joint Committee on Tax-
ation estimates based on the Social Security
Trustees’ II-B assumptions, with - benefit
amounts lowered to take account of the
CBO’s lower inflation (and therefore cost-
of-living adjustment) projections.

Increase social security payroll taz IFICAI

aud 1984 tax credit

The provision accelerates the OASDI pay-
roll tax (FICA) increases for employees and
employers. The payroll tax increase to 5.7
percent from 8.4 percent on January 1, 1984

instead of January 1, 1985. Another tax rate’

speedup increases the rate to 6.08 percent
from 8.7 percent on January 1, 1888 and

January 1, 1989, This increase was sched--

uled to take effect In 1980. The proposal
also includes & payroll tax credit of 0.3 per-
cent of employee FICA contribution for
1984,

The FICA tax scceleration results in an
income tax offset equal to 25 percent of the

employer payroll tax ‘contribution. The

offset Jowers income tax receipts because
employers are assumed to pass back onto
employees the full payroll tax increase in
the forin of lower wages and salaries.

The provision is estimated to raise OASDI
unified budget revenues $6.4 billion in fiscal
year 1984 and $19.0 billion from fiscal year
> 1984 through fiscal year 1988. The income

tax offeet equals $2.2 billion from fiscal
years 1984 through 19888. The revenue loss
due to the payroll tax credit results in a $4.2
billion loss by fiscal year 1988.

y Administration’s short»term reve-
nue !orewunc model.

Increase self-employed tax mte

The provision raises the self-employed
payroll tax rate (S8ECA) to a level equal to
the combined employer-employee contribu-
tion rate (including the FICA tax accelera-
tion). In 1984 the SECA OASDI rate in-
creases 3.35 percent and the HI rate in-
creases 1.3 percent for a SECA rate of 14
percent. Further, the provision includes a
payroll tax credit equal to 2.9 percent of
total SECA contributions in 1984 and 2.8
sbercent in 1985, 2.2 percent in 1986, and 2.1
percent in 1987 and 1988.

The proposal raises, $1,408 million in
SECA revenues in fiscal year 1984 and $20
billion from fiscal year 1984 through 1988.
The income tax loss due to.the self-em-
ployed payroll tax credit equals $893 million
in fiscal year 1984 and $10.9 billion from
fiscal year 1984 through fiscal year 1988.

-eral government. 1t

including an individ-.
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;. Reallocation of OASI end DI tax rales
* This provision hes no net ¢ost to the fed-
mmumnux
mumwwmomwm
mwuwm&emm,mme;
st approximately percemm-o
outlays it the statt'of esth year. -
amnwmmm dtvomedand
disabled women
These provisions would (1) allow the con-
divoroed

lion of this transfer mreumtn the present
value of estimated benefits arising from

3 ts betw
1956 and 1983, The ng tranafer is for
uncashed

than
be credited back to the trust funds in future
years.

These estimates were provided by the
Social Security Administration. Although
they add large amounts to the trust funds,
the provisions do not have any cost impact

S’ta'temmeutmwdua
This provision will require state and local
governments to transfer their payroll tax
collections to the Treasury under the same

states transmit payroll tax collections to the
federal government soon after their employ-
ees are paid. Therefore, the Treasury would
receive state FICA collections more fre-
quently. Thus, the transfer to the Treasury
would be hastened, adding to trust fund rev-
enues by $1.6 billion in fiscal year 1984 and
$2.2 billion over the period.

This estimate was prepared by the Social
Security Administration.

LONG-TERM FINANCING

This section of the bill reduces initial
benefit levels beginning in the year 2000.
There are no effects: resulting from th
provisions in the 1983 to 19088 period. In ad-
dition, the retirement age will be gradually

_ble for a small federal

S 3029

Mmuwummthenn
msmm

'rhm provisions are alned’ mon.ly at work
incentives for the olderly

those with higher but thou with
lower benefits would also uitimately be re-
duoed, if necesgary. T estimate does

AFDC. Together these are estimat-
ed to add $7328 million to federal outiays in
tiscal year 19885,

t.hh;o:'hm ol;n ‘ benefits
mon coup) 8 hereased

would morethmo!hé%#ﬂeetonw re-
part of the added tost | from the bene-
fit increase for current 84S} In
addition, CBO intes that about 125,000
persons ne new beneficiaries
SSI. Most would be tiewly €ligible for BSI as
a result of the ‘ , T
these paam a partici-
pation raté of 25 (that is, of all the

newly ell(lble 25 percent would actually
participate in SSH. Some of the other new

" beneficlaries would be persons prevtouny

eligible who would now to partici-
pate as & result of the increased benefit
levels. There are also an estimated 65,000

persons who were receiving SSI state sup-
plements only who wo now become eligi-

Pmunyoftmmtmmmsstm
ese benefit increases iv's savings in the
food stamp program 88 incomes of SSI
beneficiaries rise. There are also added costs
in Medicaid for those new 88I-beneficiaries
:&odmbmmmbﬂlﬁbleforuedio-
This title would also snable temporary
regidents ofemsmwbllclhenenwre-
ceive SSI for three months in any twelve-
month period. This is estimated to
eoatslmﬂnoninmedVWIMmdu
million a year thereafter. Ifi addition, Title
IV would disregard in the determination of

g
i
]
§
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to contact a local office if they think they
would be eligible. No language is available
for this provision and the extent of the no-
tices could vary considerably. Hence, there
is no cost estimate for the provision. Howev-
er, costs under even a fairly limited provi-
slon could be significant, perhaps around
$50 million. Not only would there be added
administrative costs but it would be reason-
able to assume that around 5 percent of
those receiving a notice who are eligible for
SSI would apply for SSI benefits.

UNEMPLOYMENT COMPENSATION PROVISIONS
Federal supplemental compensation

This section of the bill would extend for
six months the federal supplemental com-
pensation program (FSC) now scheduled to
terminate March 31, 1983. It would provide
up to 14 weeks of additional unemployment
compensation benefits for individuals ‘ex-
hausting regular or extended unemploy-
ment compensation benefits for individuals
exhausting regular or extended unemploy-
ment benefits after March 31, the maximum
number of weeks provided varying with a
state’s insured unemployment rate (IUR).
In addition, it would provide those persons
who have exhausted their FSC entitlement
before March 31 with up to 8 additional
weeks of benefits, the maximum number of
weeks again varying with a state’s IUR.
Also, it would allow those persons who have
benefit entitlements remaining on Septem-
ber 30, 1983 to receive up to one-half the
balance of those entitlements.

The estimate of the fiscal impact of this
section of the bill is based upon estimates of
the states’ IURs and weeks compensated,
and the determination of whether a state
will be paying extended benefits which un-
derlies the CBO baseline. It is assumed that
the national seasonally adjusted IUR will be
4.4 percent for both guarters of the exten-
sion. Furthermore, it is assumed that 45 per-
cent of those claimants in the current law
FSC program would exhaust and collect
added weeks of benefits during the exten-
sion. This point estimate is based upon the
experience of exhaustees of the federal sup-
plemental benefits program of 1975 to 1978.

CBO estimates that any FSC extension re-
sults in a reduction in AFDC and Food
Stamp outlays as individuais who exhaust
unemployment benefits and would other-
wise draw benefits from these means-tested
programs continue to draw jobless pay-
ments. It is estimated that the extension
through September 1983 will cause AFDC
and food stamp expenditures to drop by
$142 million. In addition, CBO estimated
that the six-month FSC extension will cause
income tax revenues to increase In fiscal
year 1984 by $142 million.

Loan reform

This bill contains a provision relating to
limiting the federal tax credit reduction-and
to paying interest on federal unemployment
compensation leans to states. CBO has pro-
vided no estimates of the fiscal impact of
these provisions. ’

MEDICARE HOSPITAL INSURANCE PROVISIONS
Conforming changes in medicare premiums

The bill would postpone from July 1 to
January 1 of the following year increases in
Medicare premiums. Current premium
amounts would apply during the interim.
Future premiums (and the general revenue
contribution to SMI) would be calculated on
the basis of estimated incurred costs for the
calendar year during which the premium
would apply. Consonant with the changes
made by TEFRA a year ago, SMI premiums
would be set at 25 percent of cost per aged
enrollee in calendar years 1984 and 1985,
but would be limited in subsequent years by

CONGRESSIONAL RECORD — SENATE
the cost-of-living increase in social security.

benefits in the previous January.

The estimated costs of this provision are
the difference between projections of
income from premiums under current law
and under the amendment. Premium
income under the amendment is the product
of monthly enrollment projections and
monthly premium amounts computed on
the basis of projected incurred costs by cal-
endar year.

General. The bill would provide for reim-
bursing most hospitals for inpatient services
provided to Medicare enrollees on the basis
of payment amounts, varying by diagnosis,
fixed in advance of the period in whieh they
would apply. The provision would be effec-
tive with hospital cest-reporting periods be-
ginning on or after October 1, 1983. With
the exceptions discussed below, for the first
two cost-reporting periods affected, the pay-
ment rates would be set to assure that total
Medicare payments for inpatient hospital
services in affected hospitals would be nei-
ther greater nor less than under current
law. If implemented faithfully, the provi-
sion would have no budgetary impact in
fiscal years 1984 and 1985. In subsequent
fiscal years, however, the Secretary of
Health and Human Services, advised by a
panel of experts, would have nearly unlimit-
ed discretion in setting payment rates.
Given that discretion, CBO is unable to de-
termine whether the prospective payment
provision would result in federal costs or
savings after fiscal year 1985,

The proposed mandatory Social Security
coverage of employees of non-profit ergani-
zations could raise labor costs for some hos-
pitals. Under the bill, Medicare's share of
any such costs would be additional costs to
the Medicare program. CBO is unable to es-
timate those costs at this time.

Change in State Waiver Requirement. The
bill would phase out the requirement that
the rate of increase in Medicare hospital
costs in states currently reimbursing hospi-
tals under demonstration agreements en-
tered into after August 1982 be less than
the national rate of increase In those costs.
The provision would affect only Massachu-
setts and New York, both of which operate
hospital rate-setting programs that have for
several years held thetr hospital cost in-
creases well below the national average. If
those states were to continue to be as suc-
cessful as they have been, the provision
would have no budgetary impact. On the
other hand, the provision would allow larger
cost increases than current law. If Medicare
hospital costs were to rise one percentage
point faster under the provision, federal
spending would increase by about $50 mil-
lion in 1984.

ESTIMATED COST TO STATE AND LOCAL
GOVERNMENTS

A number of the provisions of this bill
would affect budgets of state and local gov-
ernments. Their estimated net impact on
categories of state and local expenditures is

shown in the table below.
TABLE 4. —ESTIMATED COST TO STATE AND LOCAL
GOVERNMENTS
fin miliions of dollars}
1983 1984 1985 1986 1987 1988
Pawoll costs......... 8233 {‘% .................. o 5

ggwdup of FICA
| State supptemdeenptos..

43 258 22 14

Mote.——Basis of estimate: The acceleration of FICA rate increases woukl add
o State and local government pawoll costs. Currently, about 70 percent of

The provision speeding up FICA deposits
would require state and local governments
to. forward their FICA deposits about one
month earlier. In the first fiscal year follow-
ing enactment, states would show higher
budgetary outlays for their (the employers’)
share of the FICA deposits which is one-
half of the total savings shown for the fed-
eral government. In addition, state and local
governments would lose small amounts of
interest they would otherwise have earned
on the balances over a one month period.

‘The changes in 8SI would increase state
and local government costs. Virtually all
states supplement federal SSI benefits. The
$20 benefit increase would raise state costs
unless states were to lower their state sup-
plement benefit levels. Typically, lowering
of benefit levels requires action by state leg-
islatures. The CBO cost estimate assumes
that current state supplement levels remain
in effect. Consequently, it represents a
maximum cost to state and local govern-
ments.

The CBO cost estimate for the $20 benefit
increase incorporates added costs to states
and localities for current state supplement
only beneficiaries, for new state supplement
beneficiaries as a result of the new federal
beneficiaries (about one-third of federal SSI
beneficiaries receive state supplements), and
for new state supplement only beneficiaries
who are newly eligible. Costs of this provi-
sion are estimated to total $124 million in
fiscal year 1985.

In addition to the effect of the $20 benefit
increase, SSI state supplement costs would
be increased by the COLA delays in SSI and
OASDI. When COLAs are made, state sup-
plement costs decline slightly because for
state supplement only beneficiaries OASDI
increases are larger than SSI increases. The
casts of the COLA delays are estimated to
total about $6 million a year.

The CBO cost estimate does not include
any cost effect of the altered ‘pass-
through” requirements of section 402. Cur-
rent law requires states to pass through to
S8I beneficiaries federal benefit increases
unless state payment levels are above their
December 1976 levels or unless aggregate
state SSI supplement expenditures in the 12
months following a federal payment level
increase exceed aggregate state expendi-
tures in the 12 months prior to the federal
change. This provision would require states
to pass through the dollar amount of the
COLA that would have occurred in July
1983 'under current law and also all future
federal benefit increases, even if state pay-
ment levels are above the December 1976
levels. Hence, in future years the provision
would limit the flexibility of states to
reduce supplement levels when federal SSI
benefits increase, raising costs for some
states. However, for other states—those
with payment levels equal to their Decem-
ber 1976 levels—this provision would result
in potential savings because they could pass
through the July 1983 eost-of-living adjust-
ment amount (roughly $11) rather than the
full $20 benefit increase.

Expenditures of state and local govern-
ments would also rise because of higher
Medicaid costs occasioned by the SSI bene-
fit increase and the Medicare premium
delay discussed earlier. The state and local
government financing share of Medicaid
averages about 46 percent.

The increased federal supplemental com-
pensation benefits for the unemployed
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would lower state and local government ex-
penditures in two ways. First, AFDC outlays

would decline in fiscal year 1883. The state

share of such outlays averages 46 percent.
Seeond, outhhys for state and local general
assistance (GA) programs would also de-
clime. GA programs. are fully funded by
state and local governments and are-means
tested, typically serving those tneligitis for
AFDC and SSI. There are no rellable statis-
tics on which to base an estimate of savings
in GA. However, a rough aestimate of the es-
timated effect in Michigan provided by
Michigan analiyste was: used to estimate na-
tional effects. Misklgazrr aotounts for about
15 pemnt. of GA mwmm
Estimate comparison: None.

Previous CBO estimate: None.

Estimate prepared By Stephen Chaikind,
Malcolm Curtis, Richard Hepdtix, John
Navratfl, Janice Peskin, Roger Hitchner,
Kathleen James Nason.

Estimate approved by C. . NucRols (for-
Assistant

James L. Blum, Dikector for
Budget Analysis).
[Side-by-side .of pyesent haw and.

compazrisen
proposed changes in 8. 1, as amended by
Trms I os B

A. PROVIBYONS RELATED 70 OLD-AGE, SURVIVORS

AND-DESAMILITY IWSURMNCE
Coverage af newly hired federal employees
(Sectiom 101 of the Bill)

Present law

Approximately 91 percent of the Nation's
bylochlseeul:ltx.red

coverage mmn«mmm
hired after 1083 tumtess their Dréak i Fod-
ersl service kas been one year or less), and

to all current members of Congress, the

President, Vice President, the Social Secu-
rity Commissioner, sexd to eurrent Congres-
sional staff not already covered under &
Federal staff remunem system.

This amendment is simiiar to the recom-
menﬂum of the Natiomal Commission on
Social Security Reform to extend coverage
to all Federal employees hired after 1983.

The Committee amendment alse states.
that “Nothing in this Act shall redwuce the
accrued entitlement to future benefits
under the Federa! retirement system of cur-
rent and retired Federal employees and
their families.”

Effective date.—-January 1, 1984,

REVENUE GAIN
e bisiems, calbndax yours)

et 15 10 1o 1 meey U§-

12 $18 R4 81 83

Coverage of nonprofit employees
(Section 102 of the Bill)
. Present Iaw
Work performed for a nonprofit tax-

exempt organization (specified in section
501(c)(3) of the Internal Revenue Code of
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m CM‘MMW

ffical
e T ""'”‘gw .;':m..,i

mm-——u“dw’
sonial seowsity” covasngs em: & mandatory netther Amish
h-hwanl.hlnbdumftu-nh- plogees shoubd

mwhﬂbm-ﬂem
Commisston:

m-»m——-«&” N TF W W MF

Longrange: . rgaranteb’

_ Proh{bit withdrawal af State and local
employess

Saction 108 of theBilL)
Present law
Employees of State and local governments

" may be covered under socia} security at the

option of the Stale and In agreement with
the Secretary of Heslth smd Human Serv-
ices. Coverage may be terminated if the
Stute gives 3 years written
intent, provided

up has been covered for at least 5 years.
Once coversge is terminated, the group can
never again be covered under sociaksecurity.

Conmmmittee Amrenndment

The Committee amendment would prohib-
it State and local governments from termb
nating coverage for their employees. Pend-
ing terminations would. be invalid, effective
on enactment. In additlon, the amendment
would provide an eppertunity for State and
ooml govermmmemts whisly have withdrawa
frem the sooial sesurity: spsteemy to voluntar-
ily rejoin. Onee: avilg Mjoimed, the govern-
mental entity wonld 'hv peeohmied from tcrb
miating eoverage.

This. amendment. i m to the reocem-
mendations of Matiensi Cummissien on
Secial Sscurity Refomn.

Effective dute.—On eactment.

OASDY REVEINE SAM
i [ Dilons, calbndar years]

et 1w 1097 1sss 13t %

mi—ﬁd’:& Pl W Wi s

Bxclasion frem social coverage for services
pertformed: by mewmbers of certain religious
sce::(.c.mo&tblﬂndm 3721 of the

)

82

Present Jaw
In general, social sscurity (FICA) tax is

ploymwhommwuthm
plogment. There i3 no sxempiion, under

present Iaw, for employess or employees
who are members of rensionl sects that

farms, but, rather, mast WOrk for other
Amish farmers. .

The preovision will exempt. from social se-

of their rencloul beliefs to individuals who
are members of raligious sects that. conaci-
entiously oppose the aceeptance of private
or public insurance and whieh ke provi-
sions for the careof thwisr dependent mem-
bers. This excmption apsiise both to the
enyhyc and emplegse pertion of secial se-

ﬂbwe.ed

ble to June benefits & early fn July).
The amount of the s equal to per-
centage by which the- er Price Index
(for Urban and Clerical
Workers, CP1-W) fur the quarter of
the calendar year over the
CPI for the first quarter of the previous cal-
endar year. No COLA & uniess the in-

mnmmuumamt.

basis. Beginning 1883,

OASDI benetfits would be applied to the De-
cember benefit, wiieh. s payable at the be-
ginning of January. Por 1983, the COLA
would be calculated as under current law

by eomparing the increese in
the third quarter of & year over the CPI for

the third quarter of peevious year. This
would ensure that hcltetwnthe

of the period over wiich COLA is meas-
ured and the time the is setually ap-
plied to benefits tnonths'l‘hkh
the same

In addition, the amendment
would, for 1983 only, provide the COLA
even if It is less than $ percent. The SMI
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(Supplemental Medical Insurance) premium
increase would also be shifted to a calendar
year basis.

Under the Committee amendment, the
SSI COLA would also be shifted to a calen-
dar year basis and would be measured in the
same way as for OASDI purposes.

Effective date. For cost-of-living adjust-
ment otherwise payable in July 1983 checks.

OASDI SAVINGS
[in biftions, calendar years]

1983 1984 1985 1986 1987 1988 1389 195~

s394

Short range........ .2 352 $54 $55 $62 $67 $73
ngmaowgwﬁuueﬁm” %2 %1 %
SST COSTS (CBO ESTIMATES)
[in millions, fiscal years]
1983 1984 1985 1986 1987 1988
COStS...ocvrmrrrnr. —$100 —$130 —$170 —$170 —-$175 —$210

Eliminate “windfall” benefits
(Section 112 of the Bill)
Present law

Social security benefits for workers with
low average earnings are a relatively high
proportion (up to 90 percent) of their aver-
age earnings under social security. No dis-
tinction is currently made between persons
who have a lifetime of low earnings and
those who have low average earnings only
because they worked few years in covered
employment (possibly at high wages) and
many years in employment not covered by
social security. Both groups receive the
heavily weighted social security benefit in-
tended for the first group. The heavily
weighted benefit paid to the second group is
often referred to as a “windfall”.

The present law benefit formula for per-
sons who reach age 62 or who become dis-
abled before age 62 in 1983 is: 90 percent of
the first $254 of average indexed monthly
earnings in covered employment (AIME),
plus 32 percent of AIME over $254 and up
to $1,528, plus 15 percent of AIME in excess
of $1,628. .

Committee amendment

The Committee amendment would reduce
(but not eliminate) social security benefits
for retired and disabled workers who first
become eligible for a pension based on non-
covered employment after 1983. For such
workers who do not have a long record of
substantial work under social security, the
heavily weighted 90 percent factor in the
benefit formula would be replaced by a
factor of 32 percent, phased in over a five
year period as follows: :

Benefit factor
Year of first eligibility under

OASDI: Percent
1984 78.4
1985 66.8
1986 ” 55.2
1987 43.6
1988 and after 32.0

To moderate the impact of this provision
on people with small pensions from non-cov-
ered employment, social security benefits
could in no case be reduced by more than
one-third of the portion of the worker’s pen-
sion based on service which was non-covered
employment. The offset would not apply to
persons with pensions based on one year or
less of non-covered employment.

In addition, the Committee amendment
exempts from any reduction under this pro-
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vision those individuals who have a long his-
tory of substantial work under the social se-
curity program. People who have thirty or
more years of covered employment in which
they paid social security taxes on at least 25
percent of the maximum taxable earnings
would have their benefits computed under
the regular provisions without any reduc-
tion under the windfall provision. People
with less than 30 but more than 24 years of
substantial social security employment
would have the windfall reduction applied
on a phased in basis under which the first
factor in the benefit formula would be re-
duced by 10 percentage points for each year
below thirty years of covered employment.
This would not reduce benefits by more
than the regular windfall provision howev-
er. (A year of substantial employment is a
year in which covered earnings were at least
25 percent of the wage base. For years after
1971, the base used would be the 1977 base
with adjustments for increased earnings
after that date.)

Survivor benefits would not be affected by
this provision.

The National Commission on Social Secu-
rity Reform recommended modifying the
social security benefit formula so as to elim-
inate windfall benefits received by workers
who in the future receive social security as
well as pensions from non-covered employ-
ment. (No specific formula was recommend-
ed.)

Effective date.—January 1, 1984, for re-
tired or disabled workers who first become
eligible for a non-covered pension after
1983.

OASD! SAVINGS
[in billons, calendar years)

1984 1985 1986 1987 1983 1989 1984~

[ — (M (M (1) (1) s01 ol $0.3

* Less than $50 million.

Benefits for divorced or disabled widowers
or widows who remarry

(Section 113 of the Bill)
Present law

Current law permits the continuation of
benefits for widows and widowers who re-
marry after 60, the age of first eligibility for
benefits. If the widow(er) marries after age
60, he or she receives the benefits to which
he or she is entitled as a wage earner,
widow(er) or spouse, whichever is larger.
However, benefits for disabled widow(er)s
and disabled surviving divorced spouses
(payable from age 50 to 60) and for surviv-
ing divorced spouses (payable at age 60) are
terminated if the individual remarries.

Committee amendment

The Committee amendment would pro-
vide that benefits continue to be paid to cer-
tain beneficiaries upon remarriage if that
marriage takes place after the age of first
eligibility. Benefits would be payable to: dis-
abled widow(er)s and disabled surviving di-
vorced spouses who remarry after age 50,
and surviving divorced spouses who remarry
after 60. No change would be made in the
current dual entitlement provision of the
law which allows only the highest benefit to
which an individual is eligible to be drawn.
This is comparable to the present law treat-
ment of widows and widowers.

This amendment is the same as the rec-
ommendation -of the National Commission
on Social Security Reform.

Effective date.—For benefits payable for

months after December 1983.
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QASDI COST
[in billions, calendar years]
1984 1985 1386 1967 1988 199 1SB4-
Short range.................. 1 1 1 1 1 1) 0.
wrmmslixm 160 T 0 BN 0 O ) Y 0 T ) TS} |
1 Lgss than $50 million.
Changes in indexing for deferred survivor
benefits
(Section 114 of the Bill)
Present law

Survivor benefits (for widows, widowers,
and surviving children) are based on the de-
ceased worker’s earnings in covered employ-
ment. Such earnings are indexed to reflect
economy-wide wage increases through the
second year before the death of the worker.
Beginning with the year of death, benefit
levels are indexed to price changes.

Should the worker die long before the
spouse is eligible for benefits, the benefit to
which the widowed spouse ultimately be-
comes eligible (in old-age or at disability) is
based on outdated wages. Thus, women who
become widowed at a relatively young age,
but do not become eligible for benefits for
many years, are deprived of their husband’s
unrealized earnings as well as the economy-
wide wage increases that may have occurred
since the death of their husbands.

Committee amendment

The Committee amendment would pro-
vide that deferred widow and widower bene-
fits would continue to be based on earnings
indexed to wages as under present law, how-
ever, this wage indexing would continue
after the death of the worker. This is the
same as the recommendation of the Nation-
al Commission on Social Security Reform.
In addition, the Committee amendment
would specify that such wage indexing
would apply through the year the worker
would have reached age 60, or two years
before the survivor becomes eligible for
aged or disabled widow’s benefits, whichever
is earlier. In no case would benefits be lower
than under present law.

Effective date.—For persons becoming eli-
gible for survivors benefits after December
31, 1984.

0ASDI COST
(I bitlions, calendar years)
1984 1985 1986 1987 1988 1989 1%
SOt 1aNER.c........cooeressnensesssnne 1 1 1 1 1 1
m&"ﬂf_'os (G I O I O I O I O )
percent of taxable
payroll.
1 Less than $50 milion.

Independent eligibility for divorced spouses
{Section 115 of the Bill)
Present law
A divorced spouse, eligible for benefits at
age 62, may not begin to draw social security
benefits until the worker begins to draw
benefits. For some divorced women, this
means that they may have to wait several
years beyond their own retirement age
(either because their ex-spouse delays re-
tirement or otherwise fails to apply for
benefits) before they can begin to draw
benefits.
Committee amendment

The Committee amendment would allow
divorced spouses (who have been divorced
for a significant period) to draw benefits at
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age 62 if the former spouse has claimed
these benefits or has had them

suspended.
because of substantial employmcz;!!. This p'
recommendation

the same as the

ment would speeify that the: propesal would
only apply. to spouses who have beem di-
vorcodﬁwnlqnuoyean. ]

Rffective daje—~For bemefits payable for
months after December 1083,

OS0! 08T
£ Dy, Exfindar yours] -

wmwwmim.".',"

oo o s et 1
Mnuiblwtw-m ™ 6y ()
10008 than $50 milios.

Increase benr.ﬂt:.for djsabled widows and
widowers
(Boeﬂnnluott.henlm
Present law
Social Becurity benefits for widows and
widowers are first payable at age 0. Bene-
fits are pwyable in fall (e, 1080 pereent
the worker's primary surance amount)
age 65, muatnmam-tuerwa
(i.e., phasing up froth 715 pereent of the
pﬂmrrhunnse 607 Bene-

28

Commitiee aniendment
The amendment would in-

50-59 to 71.5 percent of the primary imsur-
ance amount, the ameunt to which
widow(er)s are entitled at age 60. The pro-

posal would be applicable to new beneﬂcl-

Ba 15 66 199 e e TR

Shart ange....... —$6.2 —ﬂz -a:: -$02 -%03 N3 - -$14
ool

Long sangs: —.01 percent of- taxable

Ad.hutment of cost-of-living increase when
trust fand ratio falls below 20 percent
(Section 117 of the Bill)

Present law

The automatic oost-of-living adjmt
(COLA) inr social security benefits is applica-
ble to the June beneftt, which is payable at
the beginning of July, and is based on the
inerease in the Consumer Price Index.
When increases: in-prices outrun incresses in
wages, income to the trust funds fals
behind outgo, and cash flow problems may
result. There is no mechanixm under cur
rent law to adjust trust fund outlays and
revenues to take acoount of such adverse
economic fluctustions,

Committee amendment

The Committee amendment would modify
the cost-of-living adjustment” formula
during periods when trust fund reserves are
low in order to help stabilize reserves. Spe-
cifically, if the OASDI trust fund ratfo. (re-
serves as & percentage of outgo) 48 of the
beginning of a year is less than 20 percent,

CONGRESSIONAL BECORD —SENATE.

the adjuatment of OASRDI be:
‘bamed, on luwe?ox '

cr!ar verngs , When
thd’hmhmmn humento

plemental Security Im (BB1) progasm. -
recommendation.

This is the same as the

age 65 (e, does not actually receive social
security benefits) is eligible for a delayed re-
tirement credit tDRC) The wotker's benefit
is.imcressed for cach-month after age 65 and
prior (o age: 13 lorwhuhh'ﬂumnot

quarter of & pereent per

Committee amendment

The Commiitee amendment would gradu-
ally increase, betweenlm:ndmo the de-
layed retirement cr&dit to 8 percent per
ym.ureeomendal’bythemmm
mission on Social Security Reéform. (The
amount of ¢redit wauld relate to year of at-
tainment of age 05.) Beginming in 1990 the
DRC would de incressed hy 1/% percent

veacnmbsecnentyecunmmmxaner

cert in 2010.
mgmr cost—0.10 nereent of taxable pay-

mumm
(Bection 119 of the Bl
Present Iaw

Unnducedmmtbeneﬂumavaﬂa
ble to workers, spouses, and widows and wid-
owers at age 65. Actuarfally reduced bene-
fits are availatfe at age 62 for workers and
spouses and at age 69 for widows and widow-
ers. ,

The Committee amendmsent would gradu-
ally raise the age at which full social secu-
rity benetits are payable froam €5 to 68, be-
ginning with: these who sttxin age 62 n
2086. Under this provisien, the normal re-

tirement sge would be increased one month

per yesr, reaching 66 fox those astaining 62
in: the year 2012 or Iater. Early-retirement

larger. The minimum sge for eligihility for
medicare benefits would conténwe to be tied
tothelnuwm‘wretﬁemt
benefits are first.available.

The majority of the members of the Na-
tional Commissien om Besisl’ Seceurity
Reform made this recommendation. In addi-
tion, they recommended iIndening the retire-
gﬁ?ummmmmm

2W"M—MMHMQ in
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OASDI savings: 0.40 percent of taxable

payroll. ) .
Long-range bénefyf change
(Sectiom 180 of the Bil1)

Present aw

In computing soecial nm y benefits, &
worker's under security sre
averaged and a fit formuln is applied t0
those average indexed monthly earnings
(AIME) to arrive at the Mitial basic benefit
amount called the insurance
amount (PIA). The PIA 5 the amount a
worker 18 eligivle to recetve at 63. Depend-
ents’ and survivors’ sre based on
the worker’s PIA.

The formula for a8 worker who becomes
eligible for benefits in 1983 is: 90 percent of
the first $264 of AIME, plus 32 percent of
the AIME from $254 through ‘l 838, plus 15
percent of the AIME over $1,828.

The two dollar figures in the tormula.
$254 and $1,528, are raised. (indexed) each

© . year to reflect increases in ave in
the economy. Thus, & new. formuls is cre-
ated each year for the up of workers
becoming eligibie for that year.

‘by the 1977
U. The annual

eligible for retirement-or disability i 2000.

QASDI savings: 043 mt of taxable
payroll

Elimtnation of rettrement earnings test

(Section 121 of the Bil)
Present law .

Social security benefiviuries under age 70
who work and have earnings.are subject to a
one dollar reduction. in benefits for every
two dollars of earnings, when their earnings
exceed certain exempt amounts. For 1083,
the annual exempt ‘ameunt is $6,600 for
people age 65 and older.

Committee - amendment
mmmmmmmmwo\ndmdu
phmoﬂ.bﬁmlﬂuﬂ!m the
t earnings test for people 65 and -
older. The exemmpt smount of earnings
would be increased by $3,000 in 1900 and in
each of the next four years, with the earn-
muwst(!orpeoplewmoldu)eomplete-

ly eiiminated in 1998

Effective M—The provision would be
phased in between 1900 awd 2904.

OASDI cost.—This amendinent i3 estimat-
edtooutmmuhxlbhmymnm

“the long-range.

Child-care drop put years
(Section 133.0f the Bill)

In computing a workex’s govered earnings
history under social security (upon which
his and his family’s benefits are based), up
to five years in which earnings are kiwest
are dropped.
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Committee amendment
The Committee amendment would allow
up to two additional years to be dropped for
persons who leave the workforce 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 date.—For persons first ellgible

CONGRESSIONAL RECORD — SENATE

(2) benefits would continue until total
benefits paid to the wage earner and de-
pendents equal taxes paid by the wage
earner.

Effective dates.—This amendment would
aggly to new eligibles on or after January 1,
1985.

for benefits after 1983. 0ASDI SAVINGS
in bk
0ASDI COST (ks i W, cloaryars)
[ bios, calendar years] 1983 1984 1965 1986 1987 1988 1989 195"
1984 1985 1986 1987 1988 1989
......... (1) S (') M o "
ran 01 o
Short-range .......... (1) —$0.1 —$0.1 —$0.2 —$04 —$0.5 —$1.3 Long .ge» percat -
Uﬂg‘% 2 Savings of less than $50 milion,
payroll. Fail-safe provision
= (Section 125 of the Bill)
* Less than $50 milion. Present law
Prisoners benefits Presently, there are no “fail-safe” provi-
sions in the social security system that
(Sectl(;:x;:sze::l:fl::e Bilh) ensure benefit payments can be met on an

Persons imprisoned for the conviction of a
felony may not receive student benefits
(which are being phased out anyway), and
are not eligibility for- disability benefits
unless they are participating in a court-ap-
proved rehabilitation program. (Dependents
benefits are not affected.) Also, impair-
ments resulting from the commission of a
crime cannot be the basis for disability
benefits and impairments occurring during
imprisonment cannot be the basis for dis-
ability benefits during the period of impris-
onment.

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.

Committee amendment

The Committee amendment would expand
present law to eliminate all benefits to
felons during their period of incarceration.
Benefits of dependents and survivors of in-
carcerated felons would not be affected.

Effective date.—Applicable to benefits
paid for the month after enactment.

OASDI Cost: Negligible.

Eliminale benefits to aliens
(Section 124 of the Bill)
Present law

There are no citizenship or residence re-
quirements for receiving social security cash
benefits (OASDI). Any alien in the U.S.—
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 worker.

About $1 billion is being paid annually to
the 314,000 beneficiaries who reside abroad.
About 70% of these beneficiaries are aliens.

Committee amendment

The Committee amendment provides that,
in the future, benefits would be eliminated
to alien workers, their dependents and sur-
vivors who reside abroad. No benefits would
be paid to alien dependents of alien workers
who were acquired (through marriage, birth
or adoption) while outside the United
States. However, benefits would be paid
under the following conditions:

(1) the worker is the citizen of a country
with which the United States has a treaty
or totalization agreement which provides
fox;l reciprocity of social security coverage;
an

ongoing basis in the face of adverse econom-
ic conditions. (The Board of Trustees is re-
quired to report immediately to the Con-
gress if any of the trust funds is “unduly
small”.)

Committee amendment

Under the Committee amendment, the
Secretary of Health and Human Services
would be required to make an annual evalu-
ation of the projected balances in the cash
benefits trust funds, taking into account
future cost-of-living increases. If the cash
benefits (OASDI) fund reserves are project-
ed 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 required to
notify the Congress and if no action is
taken, to scale back the COLA to the extent
necessary to prevent a decline which would
leave the reserves below that level.

Insofar as possible, the limitation on 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. The Secretary would have to
notify Congress by July 1 of each year in
which he finds that action to limit the next
cost-of-living increase would be required
under this provision. Since cost-of-living in-
creases will be reflected in the January
checks, this would give Congress several
months in which to provide additional fund-
ing or to address the problem in any other
manner the Congress might find to be ap-
propriate.

The Committee views this provision as a
last resort which would come into play only
after all other authorities for maintaining
trust fund solvency had been exercised.
Thus, for example, other provisions in this

legislation for such procedures as interfund

borrowing and normalization of tax trans-
fers would be invoked before this provision
would be operative to the extent that such
procedures are authorized by law. Under
current projections such measures should
be sufficient to keep fund balances from de-
clining to dangerous levels. If however, un-
expected adverse situations should develop,
this provision would assure that sufficient
reserves were maintained so that regular,
timely payment of monthly benefit checks
would not be placed in jeopardy.

This provision would implement the rec-
ommendation of the National Commission
on Social Security Reform that this social
security financing legislation include provi-
sion for a “fail-safe” mechanism.

March 16, 1988

Effective date.—Determinations beginning
July 1, 1984,

OASDI Cost I'mpact: This provision is not
expected to be utilized under the 1983
Trustees intermediate (II-B) assumptions.

PART C—REVENUE PROVISIONS

A. Taxation of social security and raflroad
retirement benefits (sec. 181 of the bill, new
Code secs. 86 and 6050, and Code secs. 861,
871, 1441, and 6103)

Present law

Under present law, social security benefits
are excluded from the gross income of the
recipient. Their exclusion is based upon a
series of administrative rulings issued by the
Internal Revenue Service in 1938 and 1941
(see 1.T. 3194, 1938-1 C.B. 114, 3229, 1938-2
C.B. 136, and 1.T. 3447, 1941-1 C.B. 191),
Ralilroad retirement benefits are excluded
from gross income under the Railroad Re-
tirement Act.

In general, the gross amount of fixed or
determinable annual or periodic income

(which is not effectively connected with a

U.S. trade or business) received by a nonres-
ident alien from U.S. sources is subject to a
30-percent tax (Code sec. 871); this tax is
collected by withholding (sec. 1441). A pen-
sion for services performed in the United
States would be U.S.-source income and the
gross amount of a U.S.-source pension is
subject to the 30-percent withholding or a
lower rate if so provided by treaty. The U.S.
Model Income Tax Treaty, as well as a
number of actual tax treaties to which the
United States is a party, provides reciprocal-
ly that pensions received by a resident of
one country from sources in the other coun-
try are taxable only by the country of resi-
dence. However, the United States has re-
served the right to tax social security bene-
fits in the U.S. Model Income Tax Treaty
and a number of actual tax treaties.

Reasons for change

The Committee believes that the present
policy of excluding all social security bene-
fits from a recipient’s gross income is inap-
propriate. The committee believes, further,
that social security benefits are in the
nature of benefits received under other re-
tirement systems, which are subject to tax-
ation to the extent they exceed a worker’s
after-tax contributions and that taxing a
portion of social security benefits will im-
prove tax equity by treating more nearly
equally all forms of retirement and other
income that are designed to replace lost
wages (for example, unemployment compen-
sation and sick pay). Furthermore, by
taxing social security benefits and appropri-
ating these revenues to the appropriate
trust funds, the financial solvency of the
social security trust funds will be strength-
ened.

Because Tier 1 benefits provided under
the Railroad Retirement Act are largely
equivalent to social security benefits, the
committee believes that corresponding
changes also should be made in the tax
treatment of these benefits. That is, a por-
tion of railroad retirement benefits also
should be subject to income taxation.

By taxing only a portion of social security
and raflroad retirement benefits (that is, up
to one-half of benefits in excess of a certain
base amount), the Committee’s bill assures
that lower-income individuals, many of
whom rely upon their benefits to afford
basic necessities, will not be taxed on their
benefits. The maximum proportion of bene-
fits taxed is one-half in recognition of the
fact that social security benefits are partial-
ly financed by after-tax employee contribu-
tions. The bill’'s method for taxing benefits
assures that only those taxpayers who have
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substantial. taxable income from other
sources will be taxed on a portion of the .
benefits they receive,
Taxation of social security and railroad
_ retirement benefits

Under the committee’s bill, a portion of
social security benefits will be included in
the gross income of recipients whose adjust-
ed gross income exceeds certain levels. (This
provision is not intended to change the tax
treatment of social security benefits paid by
foreign governments; these benefits have
been held by Treasury to be fully includible
in gross income (Rev. Rul. 62-1979, 1862-2,
C.B. 20)). The bill defines & “social security
benefit” as any amount received by the tax-
payer by reason of entitlement to efther (1)
a monthly benefit under title II of the
Social Securfty Act (Federal Old-Age, Survi-
vors, and Disability Insurance Benefits
(OASDD), or (2) Tier 1 benefit under the
Rallroad Retirement Act of 1974. A Tier 1
benefit generally is a monthly benefit equal
to what an individual would receive if the
formula for computing social security bene-
tits were appled to the individual’s history
of covered wages under both the social secu-
rity and railroad retirement systems.

Social Security benefits, to the .extent
they are taxable, will be included in the tax-
able income of the person who has the legal
right to receive the benefits. For example,
benefits paid to a child (or on behalf of a
child under section 203(1) of the Social Secu-.
rity Act) will be considered to be the child’s
and will be added to the child’s other
income to determine whether they are tax-
able. The amount of benefits received refers

such provisions as actuarial reduc mr
family maximum, and the earnings test, but
includes certain amounts that may be with-
held from benefits, such as payments of
supplementary medical insurance premi-
ums, where the amounts withheld are for
the purpose of meeting & financial ohliga-
tion incurred by the individual entitled to
receive such benefit payments. In addition,
the amount of any social security benefits
received will include the total amount of the
benefits without any reduction for attor-
ney’s fees, if any, paid in order to enable an
individual to receive those benefits. The
committee expects the Secretary of the
Treasury to provide guidance on the extent
to which expenses (such as attorneys’ fees)
incurred in perfecting claims to social secu-
rity benefits may be deducted, now that
zom;iofthelochlucuﬂtybenemsmaybe
axed.

Social security benefits that will be includ-
ed in the gross income of a taxpayer for &

taxable year will be limited to the lesser of

(1) one-half of the social security benefits
received, or (2) one-half of the excess of the
sum of the taxpayer's adjusted gross
income, interest on obligations exempt from
tax, and one-half of the social security bene-
fits received, over the appropriste base
amount. Thus, the maximum proportion of
social security benefits that will be included
in the gross income of any taxpayer will be
one-half of henefits. This provision does not
affect the exclusion for interest on tax-
exempt obligations. Rather, it merely in-

cludes that interest in the base for the pur-

pose of determining the amount of an indi-
vidual’s social security benefits that will be
taxed.

The base amount is $32,000 in the case of
a married individual filing a joint return;
zero in the case of a married individual
filing a separate return, unless he or she

lived apart from his or her spouse for the-

entire taxable year; and $25,000 in the case
of all other individuals.

The base amount is zero for married indi-
viduals filing separate returns because the

CONGRESSIONAL RBCORD SENATE

committee belisves that the family should
be treated as an integral unit in determining
the amount of sacial security benefit that is
includible in gross income under this provi-
sion. H'the huatmount fof these individ-
uals were higher, couples who are otherwise
subject to tax on’their benéfits and whose
incomes are relatively equally divided would
be able to reduce substantislly the amount
of benefits subject to tax by filing separate

returns.

For the purpose of determining how much
of a taxpayer’s social security benefit will be
included in gross income, a taxpayer will be
permitted to reduce benefits received during
the taxable year by the amount of benefita,
previoully received during the current or

preceding taxable year, that he repays
durinx the taxable year. This provision is
necessary to prevent a taxpayer from being
subject to taxation on his Denefits in those
situations in which a taxpayer must repay &
portlonotthonbmemsbeuuaehehu

been overpaid previously. A taxpayer will be
permitted an itemized deduction, to the
extent allowed under section 185, for repay-
ments of social security benefits which had
been included in gross income in a previous
year, to the extent that the repayments
exceed social security benefits received by
the taxpayer, and not repaid, during the
taxable year. Alternatively, if such amount
repald exceeds $3,000, the taxpayer has the
option under section 1341 to compute tax

from excluding the amount repaid from
meomefortheymofmmwmm
Th provides an elective,

tributable to prior years, thé general inoome

tvm:lntrulumaynotprovldeadeqmu‘

relief.

If this special rule is elected, the taxpayer
will determiine the tax for the taxable year
of receipt of the lump-sum payment by in-
cluding in gross income for the current year
the sum of the increases in gro- income

are attributable.

the payments are attributable.

Social security benefits are to be treated
as & pension or amnuity and, therefore, not
treated as earned income, for purposes of
the earned income credit, the deduction for
contributions to individual retirement ar-
rangements, the deduction for two-earner
couples, and the foreign earned income ex-
clusion, '

Returns relating to social security benefits

Information reporting will be required
with respect to benefit payments. Specifical-
ly, the appropriate Federal official (i.e, the

of Health and Human Services, in
the case of social security benefits, and the
Railroad Retirement Board, in the case of
retirement benefits) will be re-
quired to report to the Treasury (1) the ag-

-gregate amount ‘of benefits paid with re-

spect to any individual during any calendar
year, (2) the aggregate amount of benefits

receiving
social security or ralirosd retirement bene-
fits will be furnished with a written state-

8 3035

ment showing (n the name of the agency
making the payments; and (2) the aggregate
amount of payments and ents. This
statement will be due by January 31 of the

year following the year in which social secu-
rity benefits are paid.

Treatment of nonresident aliens

The committee’s bill provides that social
security benefits paid by the United States
are U.8.-source income for purposes of the
Code, including the foreign tax credit. In
addition, one-half of social ty benefits
paid to nonresident aliens be subject to
the general 30-percent tax which will be col-
lected by withholding. The committee’s bill
is not intended to override the treatment of
social security benefits provided in existing
income tax tredties to which the Uhnited
States is a party. )

The committee’s bill permits the Becre-
tary of the Treasury to disclose to the
Social Security Administration or the Rail-
road Retirement Board avaflable return in-
formation from the maater files of the In-
ternal Revenue Service with respect to the
address and status of an fridividual as a non-
resident alien or as & resident or citisen of
the United States. This information, which

the year and what lneodw tax labilities
would have been without the application of
the Code sections which provide for the tax-
ation of benefits. A “payor fund” is any

during the quarter. Proper adjustments are
to be made in the amounts subsequently
transferred to the extent that prior esti-
mates were in excess of, or less than, the
amounts required to be transferred. A final
detemination of the amouns required to be
transferred for a year may be based on an

estimate. derived from the prhtely
weighted sample of

returns for that year w is mod as the
basis for the Internal ue Service's
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ury need not take account of certain provi-
sions of the tax law that might affect an in-
dividual’s tax lfabiitty (e.g., income averag-
ing, loss carrybacks, ete.) if these provisions
are judged to have an inconsequential effect
on the estimates.

The Secretary of the Treasury will be re-
quired to submit annual reports to the Con-
gress and to the Secretary of Health and
Human Services and the Railroad Retire-
ment Board concerning (1) the transfers
made during the year, and the methodology
used in determining the amount of the
transfers and the funds or account to which
made, and (2) the anticipated operation of
the transfer mechanism during the next
five years.

Taxation of Tier One railroad retirement

benefits

The Committee's bill provides that rail-
road retirement “Tier 1” benefits are sub-
Ject to taxation to the same extent and in
the same manner as monthly benefits pay-
able under titie II of the Social Security
Act. As a result of this change, certain
amounts will be transfexred regularly to the
Raiiroad Retirement Account.

Under the financial interchange between
railroad retirement and social security, how-
ever, the social security trust funds are
placed in the same position y would have
been in {f railroad employment were covered
under social ‘security. Thevrefore, the com-
mittee understands that existing law re-
quires that the proceeds of imcome taxes on
those railroad retiremsent benefits which-are
strictly equivalent to social security benefits
are 10 be credited to the soctal security trust
funds through adjustments in the financial
interchange. This will produce exactly the
same result as if the social security system
had paid that portion of the tier I benefits
which are strictly equivalent to social secu-
rity benefits and had recetved the proceeds
of the income tax on these benefits.

Effective date

In general, the provisions will apply to
benefits received after December 31, 1983, in
taxable years ending that date. However,
the provisians will not apply to benefits re-
ceived after December 31, 1983, if the gener-
ally applicable payment date of these bene-
fits was before January 1, 1984.

B. Acceleration of increases in FICA
taxes; 1984 employee tax credit (sec. 132 of
the bill; secs. 3101, 3111, and new sec. 3510
of the code)

Present law

Under present law, several increases in
social security payroll tax (FICA) rates are
already scheduled to take effect between
1985 and 1990, as shown in the following
table:

EMPLOYER-EMPLOYEE RATE (EACH)

Year 0ASDI  HI  OASDI-HI

_
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Reasons for change

In conjunction with other changes in the
law which are designed to help insure the
solvency of the OASDI Trust Funds, the
committee has found it necessary to ad-
vance the OASDI increase scheduled for
1985 to 1984 and part of the increase sched-
uled for 1990 to 1988, In order to cushion
the impact on workers of the first change, a
one-time tax credit is provided to employees
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equal to the 1984 increase in the employees
FICA tax.

Explanation of provision
The bill provides & new schedule of

OASDI rates leaves HI rates unchanged.
The new OASDI rates and combined
OASDHI rates are as follows:
~ EMPLOYER-EMPLOYEE RATE (EACH)

Yo OASDI: W OASGI-HI
1984 58 1% 100
1985 570 135 1.05
1986 570 145 115
1887 50 145 115
1989, 606 145 151
1989 805 145 151
1990 620 185 785

Because railroad retirement (RR) payroll
taxes are linked to the rates for social secu-
rity, the committee’s bill also provides simi-
lar increases in the corresponding railroad
retirement taxes.

The bill provides employees a credit equal
to 0.3 percent of compensation subject to
the FICA and RR taxes and to payments of
amounts equivalent to FICA taxes under
section 218 of the Social Security Act. Be-
cause the credit is to be taken into account
at the time the tax is collected (by deduc-
tion from the employees’ wages or other-
wise), the net OABDI employee tax rate for
1984 will be 5.40 percent. However, employ-
ees’ annual wage statements are to show the
gross FICA tax (7.00 percent of wages) and
the credit amount (0.3 percent of wages)
separately. As under present law, the appro-
priation of funds into, for example, the
OASDI trust funds will be based on the
gross OASDI employee tax rate, which will
be 5.70 percent and, thus, will not be affect-
ed by the credit.

Effective date—These provisions will
nppiy_to remuneration paid after December
31, 1983.

C. Self-employment income tax and credit
(8ecs. 133 of the bill and secs. 43, 164, 2175,
401, 1401, and 1402 of the Code).

Present Law :

The Seif-Employment Contributions Act
(SECA) imposes two taxes (OASDI and HI)
on self-employed individuals. ‘Self-employed
persons pay an OASDI tax rate that is equal
to approximately 75 percent of the com-
bined employer-employee rate and an HI
tax rate that is equal to 50 percent of the
combined employer-employee rate.

The presently scheduled OASDI rates for
self-employment intome are as follows:

IN THE CASE OF A TAXABLE YEAR

Beginning after: and before: percent:

December 31, 1981...
December 31, 1984...
December 31, 1989.

January 1, 1985
January 1, 1990

8.0§
8.55
9.30

The HI rates for self-employment income
are as follows:

IN THE CASE OF A TAXABLE YEAR
Beginning after: and before: percent:
December 31, 1989.... ... January 1, 1985...... 130
December 31, 1984..... ... January 1, 1386....... 135

December 31, 1985

Under present law, the expenses of com-
pensation or purchased services, including
wages, the employer FICA tax, and pay-
ments to self-employed individuals are de-
ductible, for income tax purposes, as busi-
ness expenses. However, neither the em-
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ployee FICA tax nor the SECA tax is de-
ductible,

Reasons for change

The committee is concerned that, under
the current system, self-employed individ-
uals pay into the social security system less
than employers and employees, taken to-
gether, contribute for equal benefits. Thus,
even though an employer may take an
income tax deduction for his share of the
payroll tax paid on behalf of an employee
and Federal revenues would be reduced
thereby, the social security trust funds re-
ceived less than is necesary to provide bene-
fits to self-employed individuals. This dis-
parity in receipts contributes to the finan-
cial difficulties of the social secuirty system.

Explanation of provisions

Under the bill, the OASDI rate on self-
employment - income will be equal to the
combined employer-employee OASDI rate,
and the HI tax rate on self-employment
income will be equal to the combined em-
ployer-employee HI rate. In order to cush-
ion the impact of the increase, the bill pro-
vides a permanent credit against SECA
taxes.

The OASDI tax rate on self-employment
income will be:

IN THE CASE OF A TAXABLE YEAR
Beginning aéter: a0 before: percent
December 31, 1983, ... January ), 1988 ... 11K
December 31, 1987.....c. ... a2y 1, 1990 o0 1202
December 31, 1983 1240

‘The HI rate for self-employed persons will
be:

IN THE CASE OF A TAXABLE YEAR
Begwning atter: and betoce: peromt
Decerber 31, 1983.............. . Joncary 1, 1965............. — 280
Dacomber 31, 1984.__.__" Janasy 1, 1966 ... 278
Decemer 31, 1985 ‘ 2%

Beginning in 1984, self-employed persons
will be entitled to a permanent credit
against SECA tax. For 1984, the credit will
be 2.9 percent of self-employment income.
For 1985, the credit will be 2.5 percent. For
1886, the credit will be 2.2 percent. For
1987-89, the credit will be 2.1 percent. For
1990 and subsequent years, the rate of the
credit will be 2.3 percent. The SECA tax
credits may be taken directly into account
in computing SECA liability for a taxable
year and estimated tax payments for that
year.

The SECA tax credits will not reduce the
revenues of the social security trust funds,
since under the Social Security Act, appro-
priations into the trust funds will be based
on the SECA tax rates specified above with-
out regard to the credits allowed against
such taxes.

Effective date.—The provisions will be ef-
fective for taxable years beginning after De-
cember 31, 1983.

Reallocation of OASDI tax rate
(Section 141 of the Bill)
Present law

The tax rate allocation between OASI and
DI is fixed in the law. The following table
displays the allocation for employers, em-
ployees and the self-employed:
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OASDI TAX RATES
[ porcant]

Committee amendment
The Committee amendment would reallo-
cate the OASDI tax 30 that both trust funds

the same as the recommendation of the Na-
tional Commission on Social Security
Reform. :

The following table displays the new allo-
cation for the OASDI tax rate:

104625 09375 1L

1212
120
e

Effective.—~The first reallocation would
apply for 1983.
Intérfund borrowing extension
(Section 142 of the Bill)
‘ Present law
Public Law 97-123 authorized, through
December 31, 1982, borrowing between the
OASI, DI, and HI trust funds whenever it
was determined by the Managing Trustee
(the Secretary of the Treasury) that addi-
tional funds were needed to pay benefits.
The Conference Report specifted that
amounts borrowed could not exceed what

required to ensure benefit payments’

wag i
through June 1983. Under this authority,
and to fulfill this purpose, $17.5 billion was
transferred to the OASI trust fund from the
DI and HI trust funds in 1982 (of which
$12.4 billion was from HI). .

Under the law, the borrowing fund is re-
quired to make periodic interest payments
on outstanding balances. Also the loan must
be repaid when the Managing Trustee deter-
mines that the assets of the borrowing fund
are sufficient to begin repayment.

Committee amendment

Through 1987, the committee amendment
would suthorize interfund borrowing be-
tween the OASI, DI, and HI trust funds.
The following protections would be provided
for the HI trust fund: (1) interest would be
paid monthly to HI on any outstanding
loans to OASDI; (2) OABDI could not
borrow from HI in any month 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 ex-
ceeds 15 percent; and (4) in 1988-89, OASDI
would repay HI, in 24 equal monthly pay-
ments, the loan balance outstanding at the
end of 1987 (plus interest on any outstand-
ing loan balance). )
~ Similar protections would be provided for

the OASI and DI trust funds in the event
that HI were to borrow from OASDA.

The amendment is similar to the recom-
mendation of the National Commission on

. to suthorise,

would be made in the month following the
month of enactment of this provision.

OASDI REVENUE GAIN
P Wt calondr yoars)

19104 1 19 1007 1 1m V-

Short range....... 08
v e gt
3 Loss than $50 millon.
Himuymmdm
(Sections 144 and 148 of the Bill)

T Present law :
Since 1946, the OASDI system has pro-
credits to

M omee e

for which no payroll taxes have been paid.
Two types of credits have been given: (1) for
World War II veterans, noncontributory
wage crodits of up to $1,920 per year for

$ YOar military
ormed after 1986 to recognise the value of
non-cash compensation, sich shel-

as food,
ter and mediocal services. (In 1957, members -
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Trust fund investment procedure
(8ection 146 of the Bil) .
Present law.

benefits must be invested, generally

cial issue” obligations available for purchase
only by the trust mnd&&uch obligations
have maturities fixed with “due regard” for

next 18 years. When tx
to meet benefit obligations, special issues
with the shortest duration until maturity
are sold first. In the event that there are
several securities with the same duration
unt{l maturity, those with the lowest inter-
est rate are sold first. )

Committee amendment

The Committee amendment provides for
reinvesting all trust fund assets each month
at a rate of interest besed on the average
market rate on all public-{iebt obligations
currently held by Tred ‘with a duration
of four.or more years maturity,
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The amendment would require the Man-
aging Trustee to: (1) redeem all present spe-
cial issues at their face amount; (2) redeem
all flower bonds (marketable government
bonds which, for inheritance tax purposes,
are redeemable at par) at their current
market values; and (3) invest, on a monthly
basis, the redeemed investments and all
future funds only in separate depository ac-
counts for each of the trust funds.

This is similar to the recommendation of
the National Commission on Social Security
Reform, except that the Commission recom-
mended investing in special issues.

Effective.—The first day of the first
month beginning more than 30 days after
the date of enactment.

Revenue Gain.— No significant gain or
loss anticipated.

Public members on board of trustees
(Section 147 of the Bill)
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 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.

Committee amendment

The Committee amendment would add
two public members to the Board of Trust-
ees of the OASDI, HI, and SMI trust funds.
The public members would be nominated by
the President and confirmed by the Senate.
The two public members could not be from
the same political party. Public members
would not be considered fiduciaries and
would not be personally liable for actions
taken in such capacity with respect to the
trust funds.

The National Commission on Social Secu-
rity Reform also proposed that the Board of
Trustees of the OASDI trust funds be ex-
panded to include two public members.

Effective.—On enactment,

Cost,.—None.

Accelerate State and local deposits
(Section 148 of the Bill)
Present law

Requires the deposit of withheld social se-
curity taxes for State and local employees
within thirty days after the end of the
n:gth in which the applicable wages were
) o

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.

Committee amendment

The Committee amendment would apply
the same social security tax deposit require-
ments to State and local governments that
now apply to private employers.

Effective date.—Effective for deposits re-
quired to be made after December 1983.
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Triggered normalization of tax transfers
(Section 149 of the Bill)
Present law

Under current procedures, ‘social security
taxes are transferred to the trust funds on a
daily basis on Treasury estimates of
amounts collected. OASDI benefit pay-
ments, however, are concentrated at the
start of the month creating the need for
high balances in the OASDI trust funds
during the first week of the month,

Committee amendment

The Committee amendment provides that,
when at the start of any month, the Secre-
tary of Treasury determines that the re-
serves of the OASDI trust funds are inad-
equate to meet 1% months of benefits (re-
serves less than 12% of outgo), the Secre-
tary would be.required to credit the trust
funds on the first day of the -next month
with the full payroll tax reveniies estimated
for the month. Interest would be paid to the
General Treasury on the excess sums so
transferred at a rate equal to the average
91-day Treasury bill rate during the month,
with such interest being payable at the end
of Bach month.

Effective.—On enactment through 1987
(when the authority. for interfund borrow-
ing expires).

Cost.—Negligible.

Treatment of certain deferred compensa-
tion and salary reduction arrangements (sec.
150 of the bill and sec. 3121(a) of the Code).

Present law

Cash or deferred arrangements.—Under a
qualified cash or deferred arrangement (sec.
401(k)) forming a part of a tax-qualified
profit-sharing or stock bonus plan, a cov-
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 from the employer in cash.
Amounts contributed to the plan pursuant
to the employee’s election are treated as em-
ployer contributions to the plan and are ex-
cluded from the employee’s taxable income
and social security wage base,

Amounts distributed with respect to an
employee under a qualified plan generally
are includible in the recipient’s income, but
gre excluded from the social security wage

ase.

Tax-sheltered annuities

Under present law, tax-sheltered annuities
(sec. 403(b)) may be purchased on an indi-
vidual basis for employees of public schools
or tax-exempt religious, charitable, and
other organizations described in section
501(cX3). Subject to certain limitations,
amounts paid by the employer to purchase
the annuity are excluded from the employ-
ee’s income. A tax-sheltered annuity may be
purchased for an employee pursuant to a
salary reduction agreement between the em-
ployer and the employee.

The Internal Revenue Service has ruled
that amounts paid for a tax-sheltered annu-
ity pursuant to a salary reduction agree-
ment are includible in the employee’s social
security wage base, even .though such
amounts may not be subject to income tax
withholding. The validity of the ruling posi-
tion is in doubt in light of the Supreme
Court decision in Rowan Companies, Inc. v.
United States (see following section of this
report).
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Amounts distributed under a tax-sheltered
annuity generally are includible in the re-
cipient’s income, but are excluded from the
social security wage base,

Cafeteria plans

Under an employer’s cafeteria plan (sec.
125), a covered employee may choose among
various benefits, which may include cash,
taxable benefits, or nontaxable benefits. If
certain requirements are met, amounts ap-
plied under a cafeteria plan toward nontax-
able benefits (e.g., accident and health bene-
fits or plan contributions under a qualified
cash or deferred arrangement) are excluded
from the employee’s income and generally
from the social security wage base. Taxable
benefits chosen by the employee (e.g., cash)
are includible in income and generally in-
cludible in the wage base.

Eligible State deferred compensation plans

Under an eligible State deferred compen-
sation plan (sec. 457(a)), an employee of a
State or local government or a rural electric
cooperative may elect to defer compensa-
tion, subject to certain Hmits. Amounts de-
ferred under an eligible plan are excluded
from income until paid to the employee
under the plan. Eligible State deferred com-
pensation plans generally are not retire-
ment plans for purposes of the rules defin-
ing “wages” includible in the social security
wage base. (For example, the Income tax
rules for eligible plans permit distributions
to an employee after age 59% without
regard to whether the employee is retired.)
Thus, amounts deferred are includible in
the social security wage base at the time of
the deferral if the plan is not a retirement
plan.

Non-qualified deferred compensation plans

Under present law (sec. 812(a)), standby
pay or payments made to an employee on
account of retirement, either on an individu-
al basis or under a plan or system of the em-
ployer providing for employees generally,
may be excluded from the social security
wage base without regard to whether the
payments are under a tax-qualified retire-
ment plan (sec. 401(a) or 403(a)) or other
tax-favored retirement savings

program
" (e.g., & tax-sheltered annuity (sec. 403(b)).

Reasons for change

Generally, if an employee receives cash
and then chooses to use these funds for per-
sonal savings or benefits, the amount of
cash received is subject to FICA. This is
true, for example, for contributions to an in-
dividual retirement account (IRA) even if
the employer transmits the funds directly
to the IRA account.

Under cash or deferred arrangements, cer-
tain tax-sheltered annuities, certain cafete-
ria plans, and eligible State deferred com-
pensation plans, the employer contributes
funds which are set aside by individual em-
ployees for individual savings arrangements,
and thus, the committee believes that such
employer contributions should be included
in the FICA base, as is the case for IRA con-
tributions. Otherwise, individuals could, in
effect, control which portion of their com-
pensation was to be included in the social
security wage base. This would make the
system partially elective and would under-
mine the FICA tax base.

The committee also believes that it is ap-
propriate to exclude payments from the
social security wage base where the pay-
ments are made from a tax-qualified or
other tax-favored retirement plan. However,
the coniinittee does not believe that such
tax-favored treatment under the FICA tax
rules generally should be extended to de-
ferred compensation plans which do not
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qualify for tax-favored treatment under the
income tax rules.
Explanation of provision

Under the bill, an employer’s plan contri-
butions on behalf of an employee under a
qualified cash or deferred arrangement will
be includible in the social security wage
base for tax and coverage purposés to the
extent that the employee could have elected
to receive cash in lleu of the contribution.
The provision is intended to apply te elee-
tivé amounts under the cash or deferred ar-
rangement and not to nonelective amounts
contributed by employers to a qualified
profit-sharing or stock bonus plan of which
the arrangement may be a part.

The bill also provides that any amounts
. pald by an employer to a tax-sheltered an-
nuity by reason of a salary reduction agree-
ment between the employer and the em-
ployee would be includibie in the
social security wage base. The committee in-
tended that the provision would merely

under section 3121 of the Code.
The bill would also inelude in the social

dependent contractor. )
Under the biYi, nonqualified deferred com-

a tax-qualifed pian, (2) an individual retire-
ment arrangement (IRA), (3) a simplified
employee pension (SEP), (4) a tax-sheltered
annuity, or (5) a governmental plan. A gov-

ernmental pian s one established and main-

tained for tts employees by the Government
of the United States, by any State or politi-
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cal subdivision thereef, or by any agency or
instumentality of any of the foregoing.
However, elective deferrals under an eligible
State deferred compensation plan (sec.
457(a)) are includible in the wage base as de-
scribed in the preceding paragraph, and
amounts payable under a deferred compen-
sation plan of a State or local government
which is not an eligible plan (sec. 45T(ex1)
and (eX3) (D) and (E)) are includibie in the
wage base when there is no substential risk
of forfeiture by the employee. )

The bill also includes conforming changes
to the provisions (sec. 3308) defining
“wages” for purposes of the Federal Unem-
ployment Tax Act (FUTA). Deferred com-
pensation includible in the social security
wage base under the bill would also be treat-
ed as wages for FUTA purposes. In addition,
the bill provides that certain sick pay which
18 includible in the social security wage base
under provisions enacted in 1978 would also
be treated as wages for FUTA purposes.

bill and sec. 3121(a) of the Code).
Present law
Under present law, amounts which consti-

poses (Code sec. 3121) are separately de-
fined. However, in Rowen Companies, Inc.
v. United States 452 U.8. 247 (1981), the 8u-
preme Court held that the definition af
wages for social security tax purposes and
the definition of wages for Income tax with-
holding purposes must be interpreted in reg-
ulations In the same manner In the sbsence
of statutory nrovisions {0 the contrary.

At i1zsue In Rowan was whether the value
of meals and lodging provided employees at
the convenlence of the employer were wages
for soclal security tax purposes (i.e., were in-
cludable in the social aecurity wage base).
The value of such employer-provided meals
and lodging may be excluded from the

from the definition of wages subject to

regulations which required that the value of
the meals and lodging be included In the
social gsecurity wage base.
Reasons for change :
The social security program aims to re-
piace the income of beneficiaries when that
income is reduced on acocount of retirement
and disabflity. Thus, the amount of “wages”

S 3039

is the measure used both to define income
which should be replaced and to compute
FICA tax lability. Since the security system
has objectives which are significantly differ-
ent from the objective underlying the
income tax withholding rules, the commit-
tee believes that amounts exempt from
should not be

' Explanation of provision

The bill provides that, with the exception
of the value of meals and lodging provided
for the convendence of the employer, the de-
termination whether or not amounts are in-

Treatment of comtributions under simpii-
fied employee pensions (SKPs) (sec. 152 of
the bill and sec. 3121(aX8) of the Code)

Present law

. Under present law, the internal Revenue
Code excludes from the social security wage
base empioyer payments to or on behalf of
ah employee under a simplified employee
pension (SEP). However, such employer
contributions are treated as covered wages
for socia) security benefit purposes.

Reasons fer change
The commaittes believes that it is inappro-

security wage base for tax purposes.
Expilanation of provision
The bill amends the Social Security Act to
exclude from the definition of ocovered
wages for soclal security coverage purposes
employer contributions to a SEP that are
deductible as such hy the employer. The bill
makes clear that the exctusion applies, for
both tax and coverage purposes, only with
respect to the employers's contribution to a
SEP, not with respect to the amount equiva-
lent to the employee's contribution to an in-
dividual retirement arrangement (IRA).
Effective dete.—This applies to
remuneration paid after December 31, 1983.

ESTIMATED REVENUE EPFECTS OF CERTAIN COMMITTEE PROVISIONS *

[in sisons of dokars]
Colencer —
Provision and recelpts or Kablities & oot e : ot
1984 1985 1986 1987 Toee 1989
w ol 2637 3181 387 4503 | 5500
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Fiscal
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ESTIMATED REVENUE EFFECTS OF CERTAIN COMMITTEE PROVISIONS :—Continued
[in millions of dollars]
Provision and reces labilties Calendar or fiscal year— T
e a0 recepts o 1984 1985 1986 1987 1988 1989
Fiscal year 564 1,715 1,949 2,393 2,886 3.634 13,141

! In addition to the provisions shown the committee estimates that the provisi

of me,soctal trust funas by $2.0 tilion durny

These estimates are consistent with the I1-8 assumptions used

Tr1TLE I OF THE BILL

INCREASE THE S8SI PAYMENT STANDARD AND
MODIFY PASS-THROUGH REQUIREMENTS

(Sections 201 and 202 of the Bill)
Present law

The first $20 of income received by an in-
dividual in a month is disregarded in deter-
mining SSI eligiblity and benefit amount.
The income may be earned or unearned
(except for some income based on need,
such as veterans’ pensions, which is fully
counted). The disregard was provided in the
original statute in 1972 to ensure that per-
sons who had contributed toward an entitle-
ment, such as OASDI, were better off than
those who had not. The amount of the dis-
regard has not been increased since 1972,

Committee amendment

The Committee amendments would:

A. Increase the SSI payment standard ap-
blicable to all individuals by $20 ($30.00 for
a couple) per month, effective July 1983;
and

B. To help protect the States from in-
creased costs resulting from this provision,
expand current law to allow States to meet
the “pass through” requirement for 1983 if
they pass through the equivalent of the
COLA that would have occurred under cur-
rent law rather than the proposed monthly
payment increase. Presently, State which
provide payments to supplement the Feder-
al SSI payment are required to pass
through to recipients any Federal SSI cost-
of-living increases. States have two basic op-
tions for meeting the pass through require-
ments: 1) they may maintain the supple-
mentary payment levels that were in effect
for categories of individual recipients in De-
cember 1976, or 2) they may make State
supplementary payments in any current 12-
month period that are no Iess, in the aggre-
gate, than were made in the previous 12-
month period.

The National €ommission on Social Secu-
rity Reform recommended that, effective
July 1983, the SSI disregard be increased by
$30 per month for OASDI income (not
other income) in determining an individual’s
SSI eligibility and benefit amount. The
effect would have been to increase by $30
the monthly income of those individuals
who are entitled to both OASDI and SSI.

Presently, the maximum Federal SSI pay-
ment is $284 monthly for an individual and
$426 monthly for a couple. After certain dis-
regards, the amount of SSI actually re-
ceived by an individual is reduced on ‘ac-
count of other income. -

SS1 COST (BASED ON CBO ESTIMATES)
{In millions, fiscal years)

1983 1984 1985 1986 1987 1988

$20 payment standard increase ... $250 $750 $845 $840 $875 $935

year shown

Account dunng the calendar year shown.

SSI ALERT
(Section 203 of the Bill)
Present law

Currently, there is no statutory require-
ment that OASDI beneficiaries be contacted
and informed of potential eligibility for
Supplemental Security Income (SSI) pay-
ments. However, since the beginning of the
SS1 program, the Social Security Adminis-
tration has undertaken a number of out-
reach efforts to identify those potentially
eligible. SSA routinely provides information
about 581 eligibility and takes applications
for SSI payments at the time of application
for OASDI benefits if the applicant is po-

" tentially eligible for SSI payments. In addi-

tion, many State agencies and other private
relief groups routinely refer clients to SSA.
Presently, about 8.9 percent of elderly social
security recipients also receive SSI.

Committee amendment

The Committee amendment would require
the Secretary of Health and Human Serv-
ices to notify, on a one-time basis, all elderly
OASDI beneficiaries who are potentially eli-
gible of the availability of SSI and encour-
age them to contact their district offices. In
addition, the provision would require that
the same information be included with the
notification to OASDI beneficiaries of up-
coming eligibility for Supplemental Medical
Insurance.

Despite the current and past activities of
the Social Security Administration to make
persons potentially eligible for SSI aware of
the existence of the program, the Commit-
tee believes that there may be currently
needy OASDI beneficiaries who have been
on the social security rolls for a period of
time who may have applied for social secu-
rity prior to the availability of SSI or who
may not have been eligible at the time they
applied but whose circumstances have since
changed.

The Committee provision would alert
those OASDI beneficiaries to the availabil-
ity of the SSI program and would, in the

future, also provide notification to those ap-:

proaching the age of eligibility (age 65)
through information contained with a
notice of future eligibility for Supplemental
Medical Insurance which is mailed approxi-
mately three months before a beneficiary
attains age 65.

Effective date.—Notification to those on
the rolls must be made before July 1, 1984,

Cost.—Unable to estimate.

TrITLE IV OF THE BILL
UNEMPLOYMENT COMPENSATION PROVISIONS
Extension of Federal supplemental
compensation (FSC) program
(Section 401 of the Bill)

Present law

The Tax Equity and Fiscal Responsibility
Act of 1982 (Public Law 97-248) established
the FSC program. This program provides
additional weeks of unemployment compen-
sation at the same weekly benefit amount to
individuals who have exhausted their State
benefits and any extended benefits to which
they were entitled. The FSC program,

ions regarding the inclusion in the FICA wage base of amounts received under certain deferred compensation and salary reduction agreements wil increase receipts
calendar years 1984 to 1989, inciusive,

i by the Social Security Administration in preparing the Trust Fund estimates shown elsewhere in this report,

8 These amounts are estimated to be transferred to the Social Security Trust Funds during the Caiendar 3

4 These amounts are estimated to be transferred to the Railroad Retirement

which became effective on September 12,
1982, expires March 31, 1983.

As originally enacted, the FSC program
provided 10, 8, or 6 additional weeks of
benefits, The Surface Transportation Assist-
ance Act of 1982 (Public Law 97-424) in-
creased the maximum number of weeks of
FSC benefits to 16, 14, 12, or 8, depending
on the State where the individual filed for
or received the additional benefits.

Beginning with the week of January 9,
1983, the F'SC program began providing the
following maximum weeks of benefits:

(1) 16 weeks in States with an insured un-
employment rate (IUR) of at least 6.0 per-
cent (measured as the average over a
moving 13 week period);

(2) 14 weeks in States that were triggered
on the extended benefits program between
June 1, 1982 and January 6, 1983;

(3) 12 weeks in remaining States with a 13
week average IUR of at least 4.5 percent;

(4) 10 weeks in remaining States with a 13
week average IUR of at least 3.5 through 4.4
percent; and

(5) 8 weeks in all other States.

In order to qualify for FSC, a worker must
have worked at least 20 weeks or earned its
equivalent in wages in his base year, usually
defined as the first four of the last five com-
pleted calendar quarters before he filed his
claim for regular State benefits. He must
also have exhausted the regular and ex-
tended benefits to which he is entitled. In
addition, his benefit year must have ended
on or after June 1, 1982 or he must have
been eligible for extended benefits for any
week beginning on or after June 1, 1982,

If an individual is eligible for FSC bene-
fits, the number of weeks of FSC he may re-
cieve is determined in relation to the
number of weeks of regular State benefits
to which he was entitled. An eligible individ-
ual may receive FSC for the lesser of (a) 65
percent of the number of weeks of regular
State benefits to which he was entitled or
(b) the maximum number of weeks of FSC
benefits provided in the State. In the case of
an interstate claim for FSC, the individual
is eligible for the lesser of (a) the maximum
number of weeks of FSC payable to him in
the State in which he receives the benefits
or (b) the maximum number of weeks pay-
able to him in his former State.

Committee amendment

The committee amendment would extend
FSC for 6 months from April 1, 1983
through September 30, 1983. To qualify for
FSC, an individual would need at least 26
weeks of work or its equivalent in wages in
his base year. This restriction would apply
only to claimants who initially become eligi-
ble for F'SC on or April 1, 1983.

The number of weeks available in each
State would be:

(1) Basic FSC Benefits.—Individuals who
begin receiving FSC on or after April 1, 1983
could receive up to & maximum of:

(1) 14 weeks in States with IUR at 6 per-
cent and above;

(2) 12 weeks in States with IUR at § per-
cent to 5.9 percent;
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(3) 10 weeks in States with IUR at{ 4 per-
cent to 4.9 percent;
(4) 8 weeks in all other States. ' ‘
No State would, however, Jose more than 4
present :

who exhausted PSC before April 1, 1083
could receive lddltioml weeks of FEC bene-
fits up to a maximum o

(1)aweenmsumwnhmnstom
cent and above;

(2) 6 weeks in States with IUR at 5 per-
cent to 5.9 percent;

(3) 4 weeks in States with IUR at ¢ per-
cent to 4.9 percent;

(4)4weehlnnllother8t-

(3) Transitional FSC Benefils.—Individ-
uals who begin receiving FSC before April 1,
1083 and have some FSC entitlement re-
maining after that date, could also receive
additional weeks under (b) above. However,
the combination of their remaining basic
FSC entitlement received after April 1,
1983, and the additional weeks provided in
(b) cannot exceed the maximum number of
weeks of basic PSC benefits payable in the

on September 30, 1983 whm the program
expires, would be eligible to receive up to 50
percent of their remaining FSC entitlement.
No new claimants would be added to the
FSCpronunonormrSeptemberso.

xffecuu date.~For wemmmmns after
April 1, 1988,

Optional exclusion from disqualification for
not actively seeking work under extended

suppiemental com-
maamhrdatmw who are hospital-
12ed or serving on Jury duly

(Section 422 of the Bill)

plemental Compensation if they are not ao- -

tively seeking work. Moreover, the disquali-
fied claimant must go back to work for at
least 4 weeks and earn at least 4 times his
weekly benefit amount before he can quali-

State must treat these individuals iri acoord-
ance with their own Sute unemployment
compensation law.

Kffective date.~-Date ot enactment.

Denial of benefits to nonprofessional em-
ployees of educational institutions be-
tween academic years or terms

Present law
The Federal Unemployment Tax Act
(FUTA) covers employees of educational in-
stitutions, FUTA requires States to deny
benefits between academic years or terms to
certaln professional employees working in
instructional, research, and principal admin-
istrative capacities if they have a reasonable
assurance of returning to work in the next
academic year or term. FUTA gives the
States the option of the same denial of
benefits, however, for nonprofessional em-
ployees of educational institutions.
Committee amendment .
The committee amendment would make
the denial of benefits between academic
years or terms to nonprofessional employees

CONGRESSIONAL RECORD — SENATE

Modification of credit reduction cap

pravisions

- Present law
Employers in all States currently pay the
nemployment

tions: interest of up to 10 percent is charged
on loans made after April 1, 1982 (exoept
those for “cash flow” parposes and
repaldbytheendoi’theﬁ-nlyurhwmch
they occur); and States are allowed to “cap”
the automatic FUTA credit reductions if
certain solvency

whichever is higher. 'I_'he-e’ loan reform pro-

These provisions lencti:'nn the repayment

FUTA penalty tax a Btate must demon-
strate that:

(1) the net solvency of its UI system has
not diminished (effective for huble years

employment tax e!fort. (efreetlve {or taxable
year 1881-1887);

(3) its average tax rate m{heedendar
year equals or exceeds its average benefit

cost Tate for the prior five yeurs (effoctive

for taxable years 1083-1987; and

S 3041

(4) the outstanding loan balance as of Sep-
tember 30 of the tax year in question is not
greater than on the third preceding taxable

year (effective lotm years 1983-1987).
'rh comparable year for taxable year 1983,
however, is 1981.

Committee smendment ~
The committee amendment would make
the credit reduction cap: provisions in pres-
ent law permanent. A Btate would still be
mwwmmmmmmm

ent law. The commit| dment would,
however, provide two p e lower credit
reductions, if a State does not qualify for
the total cap: (1) If & State ineets the first
two present law credit reduction cap condi--
tioris and efther of the remaining two condi-

fiscal years 1983, 19084, and 1985.
emdunountwmdbem;ble

mmumthelwmywsequutoat
least 20 percent of the original amount of
interest due. A State wotlld be required to
giettwocondmoquumy for the defer-

(1) no action has been taken to reduce its

E
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years 1983, 1984, and 1985. It would be avail-
able under the same conditions as the new
deferral above, except the required percent-
age changes in (2) would be higher at 50, 80,
and 90 percent, respectively.

For purposes of determining whether a
State meets the conditions in (2) above, the
Secretary of Labor will provide an estimate
of the unemplcyment rate for the base year,
the calendar year in which the deferral is
requested. The level of benefits and revenue
labilities will be determined using the State
law in effect before 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. Once a deferral is approved, a
State must continue to maintain its solven-
cy effort. Fallure to do s0 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 tax rate to
5.4 percent after calendar year 1984 will not
az counted for purposes of meeting condi-

n (2).

States will not be penalized or rewarded if
ecomomic events change from those used in
the base year for computing eligibility
under condition (2). ,

Effective date.—Date of enactment.

Change in second year additional credit

reduction

Present law

Present law provides that a State, in the
second year in which the offset credit reduc-
tion is imposed to repay outstanding loans,
may be subject’'to an additional credit re-
duction equal to the amount by which the
State’s average tax rate is lower than 2.7
percent. The average tax rate and the 2.7
percent are computed from the ratio of
taxes collected to State and Pederal taxable
wages, respectively. Taxable wages are de-
termined by the taxable wage base. Any
wages above the taxable wage base are
therefore not included,

In States where the taxable wage base ex-
ceeds the Pederal taxable wage base of
$7,000, the tax rate base on the State’s tax-
able wages will be lower than it would be #f
their taxable wage bases were $7,000. This
could activate the additional credit reduc-
tion in the second year even though these
States have relatively higher tax efforts.

Committee amendment

The committee amendment would change
the computation of the average tax mate to
reflect the ratio of the federal unemploy-
ment tax base to the national average wage
in covered employment.

Effective date.—Taxable year 1983.

Change in the date interest is due
Present law

Present law requires that interest is due
no later than the first day of the next fiscal
year. If the first day of the next fiscal year
falls on a weekend, interest is due in the
prior fiscal year. Otherwise, it is due on the
first day of the next fiscal year.

Committee amendment

The committee amendment requires that
interest be paid before the first day of the
next fiscal year.

Effective date.—Date of enactment.

. Collection interest
Present law

Present law provides no mechanism
through which the Federal Government can
collect interest from the States if the States
do not pay interest when it is due.

Committee amendment

The committee amendment would reqﬁire
the collection of delinquent interest charges
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one year after they are due by a reduction
fn the FUTA credit of 0.1 percentage point.

Any amount collected during the lmposmon
of this provision fexceeding the overdue in-
terest} would be applied to the outstanding
loan as an involuntary repayment. This pro-
vision would provide a specific collection
mechanism to assure the payment of inter-
est pending completion of any .conformity

proceeding which is impHecitly but clearly re-
quired for nompayment of interest by a
State.

Effective date.—Date of enactment.

Mr. DOLE. Mr. President, there is a
lot of other material, but I would just
say this, the Senator from Kansas be-
lieves this is an outstanding piece of
legislation, not because it is perfect in
every sense of the word, not because
the Commission did not have its short-
comings, not becsuse there probably
are others who might have better
ideas, but let the Senator suggest, be-
cause the distinguished Senator from
New York is in the Chamber, had the
Senator from New York not visited
with the Senator from Kansas on Jan-
uary 3, this year we might not be here
this afternoon.

As I recall, that was about 12:20
p.m. that day when everyone was
being sworn in, and the Senator from
New York came back to the desk of
the Senator from Kansas and said;

Well, are we going to let social security go
down the drain. .

Or something to that effect.

We talked about it for a while, and
we said not if we can help it. So we de-
cided to discuss it ourselves, along
with Robert Ball, a former Commis-
sioner, probably the most knowledge-
able if not one of the most knowledge-
able men about social security in this

country

The next day we brought in Alan
Greenspan, the chairman of the Com-
mission. The next day or the following
day we brought in a representative of
the White House.

Mr. MOYNIHAN. Mr. CONABLE.

Mr. DOLE. Mr. ConNaBLE. That is cor-
rect.

That started what we thought was a
very suocessful process because we
came up with a compromise, and for
that we owe a debt of gratitude to the
distinguished Senator from New York
and the others who were willing for
about a 2-week period to try to
hammer out some of these differences.

S0 what I believe we have is a fair
and a reasonable proposal, not a per-
fect proposal, not the proposal that
probably any one of us in this Cham-
ber or anyone within the hearing of
my voice would put together them-
selves. Let us face it. There is some
resistance to bringing in new hires,
new Federal employees. These is some
resistance to COLA delay. There is
some resistance to the fail-safe mecha-
nism. There is some resistance to
taxing benefits. That is only about 7
percent of the beneficiaries. There is
some resistance of accelerating payroll
taxes.

I would guess the strength of this
package may be the weakness of its
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parts because it is a very fragile pack-
age we have.

If during the course of debate one of
these should fall by the wayside, it is
the opinion of this Senator that we
probably end up without a compro-
mise and without a social security
package this year.

Along with all the others who de-
serve great credit and certainly that
would be every Member, with the ex-
ception of the Member speaking, on
the Social Security Commission and
perhaps more importantly the willing-
ness of the President and the Speaker
of the House of Representatives to en-
dorse the package and in a bipartisan
way, to remove politics, partisan poli-
tics from consideration of social secu-
rity in my view has been the highlight
of anything that has happened around
here for the last several years.

It is a very, very politically sensitive
program. There are between 36 million
and 37 million beneficiaries. There are
between 115 million and 116 million
people who pay into the system, and it
seems to many of us on the Commis-
silon that we could have gone to the
Commission meetings and argued
about politics, whether it is the Demo-
crats, fault, the Republicans, fault and
we could have spent months doing
that. But we determined at a very
early stage to try to work out a com-
promise, and let the politics be played
out in some other fashion.

So I certainly believe that we owe a
debt of thanks to the President of the
United States, to the Speaker of the
House, to all the members of the Na-
tional Commission, to members of the
staff who worked with the Commis-
slon and members of our own personal
staff in an effort to sort of put all this
together. And then finally, we cannot
fail to recognize the very good work
done on the House side, the way it was
handled by the chairman of the Ways
and Means Committee, the very
speedy action by Chairman RoOSTEN-
KowskKl and Congressman CONABLE,
the ranking Republican member on
Ways and Means, and all the members
on that committee, and the quick and
responsible action on the House floor
and, I must say, I hope the equally re-
sponsible and quick action in the
Senate Finance Committee and on the
Senate floor.

This is one piece of legislation that
should pass the Congress and be
signed by the President before the so-
called Easter break, and I have every
reason to believe that it will be passed,
I hope, by a substantial vote.

I again suggest that no one on the
Commission that I know of has ever
indicated this would be their package.
If they could write out their own pack-
age they would probably have differ-
ent provisions. But I suggest the mem-
bers of that Commission, knowing the
limitations, knowing the severity of
the crisis, -in my view acted very re-
sponsibly, and I am very proud to have
been a member of that group.
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Mr. President, I yield the floor. - -
Mr. MOYNIHAN. . President,
before I say a single word wtth respect
to the specifics of the measure before
us, let me say that the Senator from
Kansas has spoken of the role of the
President, which was indispensable, of
the Speaker which was equally 8o, of
the White House staff, of the Commis-
sion members, and of the members of
the Finance Committee in

this measure to the floor which, as he
sald, {s almost surely the most impor-
tant single plece of legislation we will
deal with in this Congress. But it
would not be here in what we firmly
believe to be the final stage of enact-
ment save for the Senator from
Kansas. It is his willingness to give up
personal concerns, to set aside other
matters pressing on him in the Con-
gress, to set aside the legitimate inter-
est of party and legitimate political in-
terests in all these matters that have
brought us here today, and I stand in
tribute to him and I suppose this trib-
ute can best be expressed by my stat-
ing that every member of our side,.the
Democratic side, of the Finance Com-
mittee, voted to report this bill, and a
larger statement of confidence we
could not have, and none would be
more deserved.

Mr. President, it is a very exceptlon-
al piece of legislation. I have a state-
ment which deals with a number of as-
pects of the bill,

Mr. President, today the Senate
begins its deliberations on one of the
most significant issues to face the 98th
Congress. I refer, of course, to 8, 1, the
Social Security Amendments of 1983.
The House has already concluded its
consideration of the social security
issue, and its approval of HR. 1900 is a
clear and unequivocal endorsement of
the package of recommendations pro-
posed by the National Commission on
Social Security Reform. I am proud to
have been a member of that Commis-
sion, and I am pleased the House was
able with such speed and fairness to
pass intact the basic elements of the
Commission package, along with & few
technical improvements. It is my sin-
cere hope that we in the Senate will be
able to act in a similarly expeditious
and fair manner. The Senate and
House versions contain only relatively
small differences, and the Washington
Post generously describes each as “a
basically fair and responsible
proach to dealing with an issue that
can, without qualification, be rated as
the most politically sensitive one on
the American Scene.”

I think we would do well to review
the history of the so called social secu-
rity crisis, for it underscores the press-
ing nature of the problem, as well as
the successes that are within our
reach,

On May 12, 1981, the administration
proposed a package consisting. primar-
ily of benefit cuts designed to raise
$110 billion in 8 years. The Senate,
however, passed unanimously, on May
20, 1981, a resolution stating “that

_p-.
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Congress shall not. mdpltoully and
unfairly reduce wly
fits,” The pr,oopect Memm

gridlock loomed,

But the alu-innae oﬁ the tﬂm funds
that resulted from further deteriora-
tion in the national economy, coupled
with mounting publi¢ concern that the
system.-was becoming insgivent, made
clear the need for action. On Decem-
ber 16, 1981, by Executive order of the
President, the' National Commission
was created and charged with prov!d-
ing appropriate recommendations to
the administration and the Congress
“on long-term reforms to put social se-
curl.t’y back on & sound financial foot-

The Commission met nine times
during 1982 and reviewed material pro-
duced by various public bodies includ-
ing Congress, the 1979 Advisory Coun-
cil, and the 1981 National Commission
on Social Security Reform. It sought
the advice of experts and examined &
wide variety of alternative approaches.
These deliberations led t0 a consensus
about the size and nature of the prob-
lem. The Commission that

agreed
there is a short-term prohlem—a $150.

to $200 billion shortfall between now
and 1989; that from 1990 through the
early 20003thesystemwﬂlbeinsur
plus; and that due to the retirement of
the “baby boom” generation, there is a
long-term problem beginning after
2010. Equally lmportant. the Commls-
slon agreed “Congress
should not alter the fundamental
structure of the social security pro-
gram or undermine its fundamental
principles.” .

There was, however, no meement
on solutions to the social security

members were.

crisis. Commission
deeply divided on recommendations to
cover both the short-term and long-

-term revenue shortfalls. This impasse

persisted until the middle of January,
at which point the combined efforts of
Commission members, the congres-
sional leadership and the White House
produced the difficult compromise
necessary to achieve an acceptable
package of proposals.

Twelve of the fifteen Commission
members, the President, the Speaker,
and other congressional leaders agreed

that the National Commission’s rec-

ommendations strike an acceptable
balance between tax increases n.nd re-
ductions of benefit increases. Since

the report was issued, it has also been
endorsed by a broad range of organiza-
tions, including the Save our Security
Coalition, the National Association of
Manufacturers, the United Auto
Workers, the American Council of Life
Insurance, and the Business Round
‘Table.

No Commission member is satisfied
with every recommendation. No
Member of the House or Senate will
be satisfied with every recommenda-
tion. But as a January 18 Washington
Post editorial argued, the package
comes “as close to absolute fairness as
any social security revision can ever
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be.” The balance, nonetheless, is frag-
ile. The House has succeeded in avoid-
ing significant alterations in the pack-
age. It is our responsibility in the
. Senate to do the same.

I have been of the opinion that
throughout these long and difficult
negotiations, more than just social se-
curity has been at stake. An alarming
number of people, social security con-
tributors and beneficiaries alike—
became convinced of the inability of
the Congress to govern fairly and ef-
fectively. When 8. 1 passes, we will
have demonstrated not merely that
the social security system fundamen-
tally sound, we will have demonstrated
that there is a center in American poli-
tics, and it can govern. While the
effort and patience needed have been
great, it is without question a peint
worth making.

leoncludebyuyincthstlfwem
on the verge of a liistorically impor-
tant achievement, it could not have
come without the chairman of the Fi-
nance Committee’s initiative, commit-
ment, and patience. Our hearings were
opeh to the widest range of opinion on
this issue and the Committees delib-
erations were thoughtful and exhaus-
tive. The chairman’s willingness to co-
operate made 8. 1 possible, and I want
to express my personal thanks to him.
It is my hope that within a short time
the Nation too will recognize the valu-
able role he has played in the develop-
ment of a truly praiséworthy piece of
legislation. .

I would call the attention of Sena-
borstoa.neditbrlnwmch,byahmpy

begins with the pmh which I will
take the liberty of reading. It says:

If you get discouraged from time to time
about government’s inability to deal with
the hard problems, reflect upon the surpris-
ing agility with which the Social Security
rescue legislation iz moving through Con-
gress. Not only has the progress been awm.

provements to the package.

I ask unanimous consent that the
editorial and its full text be placed in
the Recorp at this point.

“There being no objection, the edito-
rial was ordered to be printed in the
RECORD, a8 follows:

S0CIAL SECURITY BrPEEDS ALONG'

If you get discouraged from time to time
about government's inability to deal with
the hard problems, reflect upon the surpris-
ing agility with which the Social Security
rescue legislation is moving through Con-
gress. Not only has the progress been
but, marvelous to tell, each step along the
way has actually brought additional im-
provements to the package.

The measure approved by the House last
week made bétter the version proposed by
the Natfonal Commission on Bocial Security
Reform: it solved, in addition to the short-
term Social Security deficit, the long-term
shortfall. The House would achieve this by
a furtier increase in the tax in the
next century and by postponing

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120008-5



Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120008-5

S 3044

the age at which full retirement benefits
can be received from 65 to 67.

The Senate Finance Committee bill,
which will come to the Senate floor this
week, provides additional protection for the
fund in the event of severe recessions and a
better long-term plan for shoring up the
program. The retirement age would be post-
poned by only one year and the needed sav-
ings would come from a slight reduction in
benefits for all new retirees. This is a much
falrer approach than that taken by the
House, which would put a heavy burden on
those people who are forced into early re-
tirement by disability or job loss.

The Senate version also allows people who
g0 on working after age 65 to draw full
Social Security benefits starting in the next
decade. This is a sweetener for high-income
beneficiaries who would now have to pay
taxes on their benefits, but it would also
help people with relatively modest earnings.

If, as seems likely, the Senate approves
the measure this week, the conferees will be
in a happy position. They will need only to
reconcile relatively small differences be-
tween two measures, each of which is & basi-
cally fair and responsible approach to deal-
ing with an issue that can, without qualifi-
cation, be rated as the most politically sensi-
tive one on the American scene.

Note also that this has been accomplished
without round-the-clock floor battles and
encampments of the elderly staked out in
the halls of Congress—and with admirable
disregard for the million-dollar campaign of
misleading argument launched by federal
and postal workers’ lobbies. It's enough to
make you feel optimistic about the future of
the republic.

Mr. MOYNIHAN. It comments upon
the success of the Finance Committee,
in the view of the Post, in fact improv-
ing upon a measure which the House
passed which, in turn, improved on the
proposals of the Commission.

With respect to a repeated theme of
my friend’s colleague’s remarks that
none of us would necessarily approve

_any.of the details and many would dis-
approve of all, and yet together .the
weakness of each provision is the
strength of the whole, a wonderful
phrase, may I point out that in the
House of Representatives Senator
PErrER, as he is referred to in that
body, moved in the final House floor
consideration an arrangement which
would deal with the long-term prob-
lem without increasing the age of re-
tirement. This had been a matter of
the deepest concern and conviction on
the part of Senator Prrrer for a very
long while, and yet his mesasure lost
and a measure did pass which would
raise that age to 67, a measure never
contemplated by the Commission, and
which he and I and others opposed in
the Commission, and yet even so
Craupz PxrrEr voted for this measure
on final passage. That is what is at
stake.

What is at stake is the stability and
confidence in the singlemost impor-
tant social program of the United
States today, and the stability of the
system as well, and in that context
confidence in our ability to make hard
choices, to say no even: to our best
friends when we judge the public in-
trest to be otherwise because the
public interest is everyone’s interest,
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even when narrowly perceived, partic-
ular’interests differ.

I would like to make one statement
then about the bill before us. In the
Committee on Finance I moved a pro-
posal to deal with the long-term prob-
lem, as it has been designated, by a
proposal to raise the tax rates in the
year 2010. This proposal did not re-
ceive the approval of the committee. It
received the approval of a bipartisan
minority of two, and with that in mind
I thereupon proposed to both mem-
bers who had voted for that to vote for
the final proposal, and I do not mean
to propose the matter on the floor.

I think the judgment of the Senate,
as reflected in the Finance Committee,
should be settled. Similarly in the
House Committee on Ways and Means
there was a proposal to deal with the
long-term problem of shortfall by a
combination of a reduction in benefits
and an increase in taxes, and again
while that was overwhelmingly ap-
proved in the Ways and Means Com-
mittee, it was not voted on on the
floor, and I think it is well to proceed
from where we are and not to raise
that alternative either, and I will not
do that. I will vote for the proposal as
it emerged from the Finance Commit-
tee and hope it will not in any signifi-
cant way be changed.

I would like to make several points
that may not be as widely recognized
or in some cases simply only recently
have been established that are impor-
tant in this matter.

First of all, with respect to the con-
stituents, the beneficiaries from soclal
security, It is commonly stated that
there are some 36 million to 37 million
beneficiaries of social security and
there are some 110 million or 115 mil-
lion persons paying into the system
for the support of the beneficiaries.

Not so, Mr. President. Every person
in the system, whether still actively
employed and paying into it or retired
and receiving from it, is a benefictary
of it, because social security provides
the protections of insurance, life in-
surance, disability insurance, care of
the widowed and the orphaned, for ev-
erybody involved.” No person would
deny that an insurance of that quality
is a real benefit. In consequence of
which I think it would be more widely
understood that we are all benefici-
arfes of the system, those of us who
are fortunate enough to. be members
of it, a condition which we hope that
by the end of this legislation will be
made universal.

The original 1935 legislation left out
a number of groups. One by one they
have been included. Now, with inclu-
sion of Federal employees and, indeed,
employees of the Social Security Ad-
ministration, coverage will be as near
to a reasonable possibility, universal.

A second point I would like to make
is about the stabflizer, as we have
come to call it, and the Senator from
Kansas described it. I would like to
note that during the course of the in-
formal negotiations in January, we
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were able to replicate the experience
of the period 1977 to 1982, given the
hypothetical existence of the COLA
adjustment part of this stabilizer.

It is remarkable and important to
note that had we had such a stabilizer
in effect in 1977 we would not be on
the floor today. There would be no
shortage in the fund. On the other
hand, we might not be on the floor
today making changes that are in
themselves wholly desirable—desirable
because there are improvements in the
system in this legislation. The Senator
from Kansas mentioned but two—the
2 years of credit that are the dropout
credit so called for woffien who are in
the work force but leave to care for
children and the gradual elimination
of the earnings test for persons over
65 who continue to work.

Mr. President, I depart just a
moment from any rigorous statement
to an anecdotal one, but it is impor-
tant. One of the great public men of
the middle years of this century was
Paul Appleby, confidant of President
Roosevelt, Deputy Director of the
Budget under President Roosevelt and
President Truman, a great writer and
teacher in public administration, a
great American in every sense of that
word. After a long life of public service
and later dean of the Maxwell School
at Syracuse, he retired. As most such
men who had given their life to public
service, he had no savings. He had
only social security and the fact that
he was still in demand for consulting
and other duties, lecturing that he
could carry out.

I remember, in my early years in
Washington in the 1860’s, how that
great man had to make every decision
about what he could do, where he
could speak, in terms of would he lose
his social security benefits if somehow
he went over that $6,000 limit. It was
lower than that then. That will be
behind us and ought to be.

I would note that there are a
number of provisions that we are spe-
cifically correcting, such as inequities
in the present system with regard to
older women, and they too are addi-
tions to the system.

Finally, Mr. President, in order that
we may have some sense of the magni-
tude of the measures we put in force
today or tomorrow or the next day—
and we must put them in force in this

-period in the Congress, else we cannot

make the technical adjustments at the
Social Security Administration to send
out the June checks as they will be re-
quired—I would like to offer for the
REcorp, Mr. President, estimates of
the cumulative OASDI surpluses
which this measure will bring about.
We asked the Office of Actuary at the
Social Security Administration to esti-
mate the period during which the
funds will increase from year to year
until the first moment, the first year,
at which it could be estimated they
will decline. And the Office of Actuary
reports to us that from the year 1982
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to the year 2021, these funds the
OASDI] funds, increase each

Now, we are cautioned tha.t things
can surprise us. But this is the Office
of Actuary. They make the best judg-
ment they can. And, Mr. President, at
the end of that period, in the year
2021, the cumulative surpluses are
$12.1 trillion. That suggests a tonsider-
able achievement and the importance
of this measure which we bring to the
floor at this point. .

I see that my distinguished friend,
the minority whip, the Senator from
California, is on the fiocor. We would
be happy to hear his views on these
matters, .

Mr. CRANSTON. I thank my friend
from New York. I appreciate his elo-
quent statement with regard to the
importance of social security.

UP AMENDMENT NO. 68
(Purpose: To require the Secretary of

Health and Homen Services to prepare an

implementation report on earnings shar-

ing for soctal security purposes)

Mr. CRANSTON. Mr. President, I
send an unprinted amendment -to the
desk and ask for its Immetlatc oonsid-
eration.

The PRESIDING OFFICER. (Mr.
PRESSLER). The clerk will report.

‘The legisiative clerk read as follows:

The Senator from California (Mr. Caam-
STON) proposes an smendment
numbered 68.

Mr. CRANSTON. Mr. Presideat, 1
ask unanimous consent that further
reading .of the amendment be dis-
pensed

with.

The PRESIDING OFFICER. With-
out objection, 1t is so ordered.

The amendment is as follows:

On page 172, between Iines 5 and 8, insert
the following new part:
PART E—EARNINGS SHARING IMPLEMENTATION

Reronr

Szc. 161. (a) The Secretary of Health and
Human Services (hereinatter in this Part re-
ferred to a8 the “Secretary™) shall develop,
in consuitation with the Senate Committee
on Pinance 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 pro-

mentation of ‘earnings sharing which may

be necessary to provide adequate protection -

respect to an appropriate and feasible time
period or time periods for implementation
of such proposals along with recomamenda-
tions for any transition provisions which
may be necessary or appropriate; and .

(3) provide cost-impact analyses on each

presented.

(b) For the purposes of subsection (a), the
term ‘“‘eamings sharing” refers to proposals
that the combined earnings of a husband
andvﬂemmepuiodotmekme
shall be divided equally and shared between
them for social security benefit purposes.

(¢) In preparing the repaort and proposals
required in subsection (a), the Becretary
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Law 95-216, the Soctal Security Amend-
menes of 1977,
(d) In carrying out subsections (a), (b),

Mr. CRANSTON. Mr. President, this
amendment would direct the Secre-

Finance, the Committee on Ways and
Means of the House, and the Director
of the Congressional Budget Office, to
develop proposals for implementation
of earnings-sharing legislation for the

set in motion the process toward devel-
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oping a concrete and viable plan of
action to achieve this goal.
IMPLEMENTATION REPORT. NOT A STUDY
Mr. President, I want to stress that
this amendment does not call for an-
other study. We did that in 1977, The
1977 social security amendments in
section 341 called for HHS to study
the problems facing wamen under the
social security system. The report de-
veloped as a result of the 1977 amend-

the course of comsideration of earn-

change. Work en the pregram should begin
now 0 that the detalls can be worked out

" and communicated well in advance.

The amendment which I am offering
today is designed to do that. It is pat-
terned after the amendment adopted
in the 1882 Tax Equity and Fiscal Re-
sponsibility Aect which directed HHS
to develop specific proposals for imple-
mentation of prospective reimburse-
ment for medicare. The expertise of
HHS along with CBO would be fo-
cused upon providing Cangress with
concrete proposals and a data base
upon which legisiative action can be
taken in the very near future. I am
convinced that this type of implement-
ing analysis shouid precede enactment

of earnings sharing that we need
to take action now so the techni-
cal and programmatic issues can be re-
solved in a r yet timely
fashion.

SOCIAL SECURITY AND THE NEEDS OF WOMEN

The principal problem with the cur-
rent social security system as it relates
to the needs of women is that the pro-
gram has not adapted to the profound
changes in the role of women in our
society since the soectal security system

. was founded.

In the 1930's when the social secu-
rity program was created, the typical
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American family consisted of a man
who was a full-time worker and his
wife who was a full-time lifelong
homemaker. The labor force participa-
tion was less than 17 percent and
fewer than 1 in 12 marriages ended in
divorce. The social security benefit
structure was thus established on the
concept of a lfelong couple with one
wage earner and a dependent spouse.
The situation has dramatically
changed over the past 50 years and
the typical family of the thirties and
forties is not the typical family of
today. Women have become a major
part of America'’s work force, enrich-
ing the world of work with their con-
tributions and productivity, despite
continuing wage discrimination and
employment barriers. The percentage
of married women in the work force
exceeds 50 percent and it has been es-
timated that 90 percent of all women
spend some portion of their lives in

. the work force, many of them moving

in and out of the roles of wage earners
and homemakers as the needs of their
families change. It is no longer true
that women are likely to be either life-
long homemakers or lifelong wage
earners; these roles are combined and
interchanged throughout a lifetime.

Similarly, we must recognize, like it
or not, that the status of marriage has
changed dramatically over the past 50
years. Today, one in three marriages
ends in divorce.

Mr. President, depsite these massive
changes in our society, the social secu-
rity system has continued to operate
on the basis of a philosophy designed
for an era when most women did not
work and when most women were part
of a lifelong marriage. Consequently,
the current system works well only for
those women whose family and work
patterns have not changed from the
thirties and forties. For the vast ma-
jority of women and families that no
longer fit into that pattern, the
system fails to provide either ade-
quately or equitably for their needs.

Both homemakers and women in the
labor force are inadequately protected
under the current system.

Women who work outside of the
home often find that their social secu-
rity benefits are no higher than they
would be if they had never paid into
the system. Members of two-earner
families often find that they receive
lower social security benefits than
one-earner families with precisely the
same lifetime earnings records.

The inequities of the current system
can be even more acute for those
women who have been full-time home-
makers and are displaced from that
role, either by divorce or the death of
a spouse. After years of work as a
homemaker, a divorced women may
find herself without any work record
of her own and eligible for social secu-
rity benefits only as a dependent
spouse—at 50 percent of what her
former spouse receives. A homemaker
also receives no protection against dis-
ability under the current system.

.
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A woman who drops out of the labor
force for child rearing is also penalized
since the current system rewards con-
tinuous work patterns. Each year she
remains out of the work force to care
for her children can reduce her ulti-
mate social security benefits.

Mr. President, under the earnings-
sharing concept, the combined earn-
ings of a couple would be divided
equally. Each spouse would have a sep-
arate social security account and
would accrue credits equally during
the period of their marriage. Home-
makers would receive disability and re-
tirement benefit protection in their
own right. The current bias against
two-earner families would be eliminat-
ed. Women who enter and leave the
work force to fill necesary child-rear-
ing roles would no longer be penalized
by gaps in their social security cover-
age.

Mr. President, the earnings-sharing
concept represents a fair and equitable
approach to revising the social secu-
rity system to reflect the changing
role and needs of women and their

. families. .

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from Cali-
fornia. The only question the Senator
from Kansas had was the date. That
has been changed to January 1, 1984.

Mr. CRANSTON. That is correct.

Mr. DOLE. As the Senator knows,
the consensus package of the National
Commission included some of the rec-
ommendations to improve the equity
of the social security system for
women. In addition, it includes a provi-
sion offered by Senator ARMSTRONG
that has already been referred to,
which will allow people who are out of
the work force caring for children
under 3 to drop up to 2 years of earn-
ings in the computation of their earn-
ings history.

I think this is a good amendment
which I support. It does take it beyond
the study stage. It indicates we shall
develop in consultation with the
Senate Committee on Finance and the
House Committee on Ways and Means
proposals for earnings sharing legisla-
tion described in section (b). That has
been made part of the record.

I am prepared to accept the amend-
ment, I thank the distinguished Sena-
tor from California not just for the
amendment, but for his past interest
in this problem. This is an area of dis-
crimination or inequity, whatever we
may call it. The Senator from Califor-
nia has been in the forefront in trying
to correct it.

Mr. CRANSTON. I thank the Sena-
tor from Kansas very much.

Mr. MOYNIHAN. Mr. President,
may I simply associate myself with the
views of the chairman of the Finance
Committee. This is a matter that the
Commission did very much concern
itself with. The amendment of the
Senator from California will put ihat
concern into statutory language and
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set about a process by which we will be
able to do this in the context of time
and when we will more than likely
have the funds. That is a necessary
combination.

Mr. CRANSTON. I thank my friend
from New York.

Mr. President, I move adoption of
the amenhdment.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment.

The amendment (UP No. 68) was
agreed to.

Mr. CRANSTON. Mr. President, 1
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 69

(Purpose: To conform certain Veterans' Ad-
ministration pension law to accommodate
the proposed six-month delay in cost-of-
living adjustments)

Mr. DOLE. Mr. President, I send a
technical amendment to the desk on
behalf of the distinguished Senator
from Wyoming (Mr. S1MPsoN) and ask
for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Kansas (Mr. DoLE), for
himself and Mr. SIMPSON, proposes unprint-
ed amendment numbered 69.

Mr. DOLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 75, between lines 7 and 8, insert
the following: (e) Section 403(b) of the Om-
nibus Reconciliation Act of 1982 (Public
Law 97-253) is amended to read as follows:

“(b)1) Except as brovided in paragraph
(2), the amendment made by subsection
(aX1) shall apply with respect to amounts.
payable for periods beginning after May 31,
1983.

“(2) In the cases of individuals to whom
pension is payable under 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.”.

Mr. DOLE. Mr. President, this
amendment will not in any way alter
the substance of the package of social
security reform we are considering
today. It will simply conform VA pen-
sion law to those reforms. It will affect
only the payment of certain veterans’
benefits, not the payment of any
social security benefits. Its sole pur-
pose is to protect VA pensioners from
fany reduction in their monthly bene-

its.

I think the Senator from California
should be added as a cosponsor to the
amendment.

Mr. CRANSTON. Yes.
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The. PRESIDING OFFICER. Wlth--

out objection, it is so ordered.
o Mr. SIMPSON. Mr. President, -this
amgndment concerns the effect of the

6-month cost-of-living adjustment (or

COLA) delay for social security on the _

Veterans’ Administration improved
pension program. .
Pursuant to the reconciliation re-
quirements imposed by last year’s first
concurrent budget resolution, Senate
Concurrent Resolution 93, the Senate
Veterans’ Affairs Committee reported
out legislative language which pro-

vided that, in computing amounts of

monthly non-service-oonnected VA
pension payments, amounts of 99
cents or less shall be rounded down to
the next lower dollar. This provision,
which was enacted as section 403 of
the Omnibus Reconciliation Act of
1082, Public Law 97-253, was made ef-
fective “with respect to amounts pay-
able for periods beginning after May
81, 1983,” so as to coincide with the ef-
fective date under section 3112 of title
38, United States Code, of this year'’s
COLA for the improved pension pro-

gram enacted in the Veterans’ and
Survivors' Pension Improvement Act
of 1978 (Public Law 95-588). Under
that section, monthly amounts of such
pension are increased at the same time
and by the same percentage as title II
social security benefits are increased
pursuant to section 215(1) of the Social
Security Act, which currently provides
that benefits shall be increased éffec-
tive on June 1 of each year.

The congressional intent underlying
last year’s. rounding-down enactment
was stated as follows in the joint ex-
planatory - statement sccompanying
the .conference report on the Recon-
ciliation Act—House Report No. 97-
759, at 83:

The conferees stress that t.hh provision
will become effective at the same time as
the cost-of-living adjustment in the rates for
the “improved” pension program (enacted
in Public Law 85-588), t to section
8112 of title 38, scheduled for June 1, 1988,
with the result that no such pensioner’s
monthly rate will be, by virtue of this provi-
ston, reduced below the amount paia for the
previous month.

We feel that, in order to preserve
and give full force and effect to this
congressional intent, it is necessary

that any social security COLA delay

that is enacted in 8. 1 be accompanied
by a corresponding and simultaneous
delay in the effective date of the
rounding-down provision contained in
section 403 of the 1982 Reconciliation
Act. Toward ‘this end, the present
amendment would delay the effective
date of the rounding provision only
with respect to improved pension
while retaining that provision’s cur-
rent effective date—June 1, 1983—for
old, nonindexed pension paysble
u;xsder section 305(a) of Publle Llw 95-
588.

In short, Mr. President, this amend-
ment is entirely consistent with the bi-
partisan program of reforms contained
in 8. 1, and is not intended, to alter;
amend. or undercut any of those re-
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mmlwouldntrcnclyurumadop-

m- DOLE. Mr. Pneddcnt.lknowot
ggt:b‘jﬁtmmmmclwodon

Mr.nornmm?dr :llat;'ltil‘
The PRESIDING “The

que:t.tion is on acrooins to.the amend—
me;
‘The amendment (UP No, 69) was

agreed to
MrDOLI‘..Mr President.lmoveto
reconsider. the vote by which the

amendment was ureed .
Mr. MOYNIHAN, President. 1
move to that,motlon on the table.

The mo! to lay .on the table was

“Mr. Mr. President, I rise in
support of H.R. 1900, the bill reported
by the Senate Finance Committee, to
implement the recommendations of
the National Commission on Social Se-
curity Reform.

Mr. Preddent.sttheontlet.lwould
like to pay tribute to the chairman of

the committee, 8enator DOLE, whom

Senator Moymwinan and I had. the
privilege of serving with as members
of the National Commlnion on Social
Security Ref

1 believe the Senator h‘om New York
referred to the first paragraph in
today’s Washington Post _editorial
which comments that at each step
along the way the work of the Com-

ﬂndwmtodoabet&erjobwithmthe
understanding arrived at among the
members of the Commission and with
Senator Baxxr, Speaker O’NxxLi, and
the President. I beleve with his guid-
anoeandhelpwehtvemdeedbeen

floor on January 3.
usual. But since the Senator from New
York does not go about business as
usual and never has in his distin-
guished public career, he was ahle to re-
store the process that had somehow
begun to drift away from us over the
Christmas recess, and it is thanks to
his initiative, and I mean this sincere-
ly, that we are here at all. Any of the
accomplishments of the President, the
Speaker, or any of the rest of us would
not have been posxible without that
initiative. I think we all owe him a
deep debt of gratitude.

Indeed, Mr. President; I think that
even the critics of this package—Sena-
tor ARMSTRONG, &8 & member of the Fi-
nance Committee and as a member of
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the commission—have had n. very posi-

When I say it does the job, I do not
mean that it just addresses the short-
term deficit; I do not mean that it just
addresses, for the first ttme that I am
familiar with, the iong-term deficit. It

with a variety of safeguards
policy choioes: that are both re-

sponsible and . Uneasy
choices sdmittedly, but. responsible
and necessary

assuredly.

I shall have more to say about that
in just a moment, but the reason I
stress that point iz that, at this very
moment, roughly three out of four

suring those millions of Americans
upon whom the very oontinuation of
the d:;chl security m truly ‘de-
pen

I have often said that this leglslatlon
is important not just to 38 mfllion
people—the retirees, their survivors,
those who are disabled—by securing
them against some kind of catastro-
phe, but I think it secures the inter-
ests of the 100-mflHon-plus payees into
social security. When we pass this bill,
we cannot be accused more of
giving only some kind of idle chatter
or meaningless talk when we give a
commitment to a strong social security

m.,

This bill insures the future financial
integrity of the 6ld age, survivors, and
disability insurance trust funds. It pro-
vides a rescue plan which should
hearten all beneficiaries and workers
who have feared for the future of the
social security system.

Contained in this bill pre measures
which can restore the solvency of
social security for the foreseeable
future with no ons in current
social security benefit levels and no in-
creases in payroll tax rates above
those already scheduled in the law.
The bill reaffirms the soundness of
the basic structure of social security
by making balanced and minimal ad-
justments to provide immediate rellef
from the short-term financing prol
lems and to restore the lonc-term nol-
vency of the program.

MEETING SHORT-TERM FINANCING NEEDS

The financing package reported
from the committee improves the 1i-

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120008-5



