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Mr. GEOtGE, from the Committee on Finance, submitted the following

REPORT
[To accompany H. R. 6000]

The Committee on Finance, to whom was referred the bill (H. R.
6000) to extend and improve the Federal old-age and survivors insur-
ance system, to amend the public assistance and child-welfare provi-
sions of the Social Security Act, and for other purposes, having con-
sidered the same, report favorably thereon with an amendment in
the nature of a substitute and recommend that the bill as amended
do pass.

INTRODUCTION AND SUMMARY

I. PURPOSE AND SCOPE OF THE BILL

More than a decade has passed since the Congress amended the
Social Security Act and established the present benefit provisions
under old-age and survivors insurance. In the interim, tremendous
changes have taken place in our economy. The onrush of broad
social and economic developments has completely unbalanced the
Nation's social security system. Congressional action is, therefore,
urgently needed to reestablish the proper relationship among the
basic programs in this system.
Your committee is greatly disturbed by the increasing burden on

the general revenues caused by dependency in the United States.
Currently Federal expenditures are running at a rate of $1.1 billion a
year for -public assistance as contrasted to expenditures of less than
$800 million under the old-age and survivors insurance program.
Total expenditures for the three State-Federal public assistance

programs in calendar year 1949 were $2.0 billion. The cost to the
Federal Treasury for assistance to needy persons was $1.0 billion in
1949. This was $235 million more than in 1948 and $350 million more
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2 SOCIAL SECURITY ACT AMENDMENTS OF 1950

than in 1947. More than three-fourths of the costs of public assistance
grants from the Federal Treasury are for dependent old people. In
1949 the Federal Government spent $795 million for payments to
needy old people alone, and the combined amounts spent by Federal,
State, and local governments for old-age assistance was $1.4 billion.
The magnitude of expenditures for old-age dependency gives us spe-
cial concern because of the growing number of aged in the population.
The number of persons age 65 and over has increased from 7Y million
in 1935 when the Social Security Act was passed to 11 million today.
By 1960 we may expect 14 to 15 million aged persons and 25 years
from now 17 to 20 million.
Your committee's impelling concern in recommending passage of

H. R. 6000, as revised, has been to take immediate, effective steps
to cut down the need for further expansion of public assistance,
particularly old-age assistance. Unless the insurance system is ex-
panded and improved so that it in fact offers a basic security to
retired persons and to survivors, there will be continual and nearly
irresistible pressure for putting more and more Federal funds into the
less-constructive assistance programs. We consider the assistance
method to have serious disadvantages as a long-run approach to the
Nation's social-security problem. We believe that improvement of
the American social-security system should be in the direction of
preventing dependency before it occurs, and of providing more effec-
tive income protection, free from the humiliation of a test of need.
Accordingly your committee recommends action designed to immedi-
ately bolster and extend the system of old-age and survivors insurance
by extension of coverage, increasing benefit amounts, liberalizing
eligibility requirements, and otherwise improving this basic system
for dealing with income losses.

Your committee recognizes that the bill which it is recommending
for passage does not do the whole job. Public assistance can be
reduced to a minimum 6nly if the present aged have their needs met
through some other program. It is not enough to provide for those
who will retire in the future. We believe that the problem of pro-
viding income to those who have already retired and who are ineligible
for insurance should be studied further. Your committee has not
been able to arrive at definite conclusions on this problem in .the time
available for the consideration of H. R. 6000. We are, therefore,
recommending that further study be given to this and other problems
not resolved by this bill.
To keep assistance at a minimum in the future will also require

even further extension of coverage than is provided in this bill. We
recommend particularly that further extension of coverage to farm
groups be given attention. In the absence of clear-cut expressions
on the part of farm operators that they want this protection the
provisions of the committee-approved bill seem to us to be as far as
it is desirable to go without fuller consultation with the farm groups.
This should be a matter for further study.

Another question which is not resolved by this bill but which will be
a matter of increasing importance is the relationship of the public social-
security program to private pension plans, particularly those now-
being established through collective bargaining to cover major groups
of industrial workers. Your committee is aware that there are many
disadvantages in the collective-bargaining approach to retirement
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plans. PFrcra the standpoint of the worker, as well as the economy,
these plains ha, ve serious weaknesses. Most of these plans do not give
the w-orl;er riglhta which he can take with him from 'job to job. They
tend to discourage the hiring of older workers. They require long
period ds ofseryice with one employer and, in addition, employment with
the p articullar einployer just before retirement. Most younger workers
will never lqualify for benefits because they will not meet these long-
service requirements. The long-run relationship between the Federal
program arod the movement in collective bargaining deserves the most
caref-ul Studcy,

Your co0rrnittee has not included permanent and total disability
insurance or Etssistaance provisions in the bill. We recognize that the
problem of' diisablecL workers is one which requires careful attention,
especially because of the increasing proportion of older workers and
the rising r-at( of chronic invalidity in the population. Moreover, the
problem is no t limited to the feasibility of providing income or pen-
sions rm erely to maintain disabled workers. At least of equal signifi-
cance i thL e iLeed for assuring fullest use of rehabilitation facilities so
that disabLed persons may be returned to gainful work, whenever this
is possible.. Yoiur committee believes that the Federal Government
should increase tfhe grants-in-aid to the States for vocational rehabili-
tatio n and that f-urther study should be made of the problem of income
mairitenar ee for permanently and totally disabled persons.

Your co0nnrittbee believes that further study should also be given to
the pro ble:ns involved in the long-range financing of an old-age and
survivais Lnsiaraince system, particularly the issue of reserve financing
versus pay-as -you-go.
Although Tyour committee recognizes that the bill does not solve all

the problems, xWe believe that its passage would constitute a very
significant stop forward in the establishment of a sound social-security
program.

II. B.ACKGROUND AND HISTORY OF LEGISLATION

A. Social Securiy Act of 1935
Tills act provided a system of old-age insurance for persons work-

ing in industry and commerce as a long-run safeguard against the
occutrrnce of old-age dependency. To help alleviate immediate needs,
Fed eral gr-ants were provided to States for three forms of public assist-
ance: For th e needy aged, the needy blind, and dependent children.
The ol1-ag.e ins iraince plan provided monthly benefits (beginning in
1942) only for the insured worker in his old age and also lump-sum
death bern fits. A tax was imposed on employers and employees at a
rate of Ipercent each for 1937-39, 1Y2 percent for 1940-42, 2 percent
for 1943-45, 2} percent for 1946-48, and 3 percent thereafter. An
old-age reserve account was created, to which Congress annually
appToprio-tedl funds in amounts "determined on a reserve basis in
accordance witli accepted actuarial principles"; in actual practice
these a.pprop ria tions closely approximated the tax receipts less admin-
istrative costs which were met out of the General Treasury.
B. 1939 r eision of the Social Security Act
The airencdnents considerably broadened the protection of the old-

age insurance system. Supplementary benefits were provided for the
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eligible wife and children of a retired worker and for the surviving
widow and children (in certain instances also for surviving dependent
parents). The beginning date for payment of monthly benefits was
advanced to January 1940. Benefits payable in the early years were
increased, while benefits were reduced for unmarried workers with
high earnings who would retire after many years of coverage. This
was accomplished by basing the benefits on average covered wages
rather than on total covered wages. The tax rate on employers and
employees was held at 1 percent each through 1942, and was then to
follow the original schedule. Further, it was provided that an amount
equal to the tax collections would be appropriated to the fund and
the requirement as to annual appropriations being "determined on a
reserve basis in accordance with accepted actuarial principles" was
removed.
The 1939 amendments also liberalized the assistance provisions by

increasing the individual maximums for the needy aged and for the
needy blind, upon which the matching by the Federal Government is
based, from $30 per month to $40. Also the Federal matching propor-
tion for aid to dependent children was increased from one-third to
one-half, and the age limit was raised from 16 to 18. Further, it was
required that States in determining need for assistance take into ac-
count income and resources of applicants.
C. Legislation during 1940-46
In 1943 and in subsequent years legislation was passed to maintain

the old-age and survivors insurance contribution rate at 1 percent
each on employers and employees, rather than letting it rise as sched-
uled in the 1939 amendments. In 1943 the law was changed to
authorize appropriation from general revenues to the trust fund of
"such additional sums as may be required to finance the benefits and
payments under the insurance program" (to date no appropriations
have been made under this provision).
D. The 1946 amendments

Provision was made for survivors insurance benefits in respect to
World War II veterans who die within 3 years of discharge from the
armed forces, provided that such survivors are not entitled to pen-
sions under veterans' laws. The amendments also froze the old-age
and survivors insurance contribution rate at 1 percent for 1947 and
made a number of technical changes which slightly liberalized benefits
and simplified certain aspects of the program.
The funds available to States for public assistance were increased

substantially. For the period October 1946 through December 1947
the Federal matching proportion for the aged and the blind was raised
from a straight one-half to two-thirds of the first $15 per month of
the average payment and one-half of the remainder, while at the
same time the maximum individual grant upon which matching
could be made was raised from $40 to $45. For aid to dependent
children the Federal share was raised from a uniform one-half to
two-thirds of the first $9 of the average payment and one-half of the
remainder, with the individual maximums being raised from $18 for
the first child and $12 for each additional child to $24 and $15
respectively.
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E. Amendments after 1946
In 1947 the old-age and survivors insurance contribution rate was

again frozen at 1 percent effective through 1949; the rate was to be
1Yi percent in 1950-51 and 2 percent thereafter. The increased grants
for public assistance provided in the 1946 amendments, scheduled to
expire in December, were extended through June 1950.

In 1948 Congress amended the Social Security Act by passing two
bills over the President's veto. Public Law 492, Eightieth Congress,
excluded certain newspaper vendors from the coverage of old-age and
survivors insurance. Public Law 642, Eightieth Congress, amended
the definition of "employee" so as to retain the usual common-law
rules for determining the employer-employee relationship. The public
assistance provisions were again liberalized. For the aged and the
blind, the Federal Government would pay three-fourths of the first $20
of the average payment and one-half thereafter, with the individual
matchable maximum raised to $50 per month. The matching grants
for aid to dependent children were raised to three-fourths of the first
$12 of the average payment per child and one-half thereafter, with the
individual matchable maximum payments being $27 for the first child
and $18 for each additional child.
F. Hearings of 1949-50
H. R. 6000 was referred to your committee on October 6, 1949.

Its passage by the House of Representatives followed extensive hear-
ings on social security before the Committee on Ways and Means.
These hearings lasted from February 28 through April 27, 1949, and
consideration by the House committee in executive session continued
for a period of 16 weeks.

This year, your committee conducted public hearings from January
17 through March 23. Your committee has received and printed
2383 pages of testimony and additional information submitted for the
record by individuals and groups interested in various phases of welfare
activities and old-age and survivors insurance and considered the bill
in executive session from April 3 through May 17.

In considering the House-approved bill your committee also had the
benefit of a comprehensive report prepared by an outstanding advisory
council appointed und(ler authority of a Senate resolution of June 23,
1947.

III. SUMMARY OF PRINCIPAL PROVISIONS OF THE COMMITTEE-APPROVED
BILL

A. Old-age and survivors insurance
1. Extension of coverage.-Old-age and survivors insurance coverage

would be extended to about 10 million persons during the course of an
average week; 8.3 million of them would be covered on a compulsory
basis, and the remainder on a voluntary basis (at the election of the
employer). The specific additions to coverage are as follows:

(a) Nonfarm self-employed: Covered if self-employment yields
annual net income of at least $400, except for physicians, lawyers,
dentists, osteopaths, chiropractors, optometrists, Christian Science
practitioners, naturopaths, veterinarians, certified public accountants,
architects, and professional engineers.
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(b) Agricultural workers: Covered if on a farm and regularly
employed (defined as employment by a single employer for at least
60 days in a calendar quarter, with cash wages of at least $50 for
services in the quarter). Certain agricultural processing work off the
farm and certain essentially commercial or industrial border-line
agricultural labor are also covered.

(c) Domestic workers: Covered if in a private home (but not on a
farm operated for profit) and if employed by a single employer for
at least 24 days in a calendar quarter with'cash wages 'of at least $50
for service in the quarter. (If employed on a farm operated for
profit, would be covered as agricultural workers-see above.)

(d) Employees of nonprofit organizations: Covered on a compulsory
basis both as to employers aind employees, except for employees of
religious denominations and of organizations owned and operated by
a religious denomination. A religious denomination would be afforded
an opportunity to obtain coverage for its lay employees on a voluntary
basis if it so desired, but ministers and members of religious orders
would continue to be excluded on a mandatory basis.

(e) Employees of State and local governments: Covered only if not
under a retirement system and if State enters into an agreement with
the Federal Government. All public employees under a retirement
system would be excluded on a mandatory basis.

(f) Employees outside of the United States: Covered if United
States citizens employed by an American employer outside of the
United States. Certain employees on American aircraft outside the
United States are covered irrespective of citizenship.

(g) Employment in Puerto Rico and Virgin Islands: Employment
and self-employmefit in the Virgin Islands covered, and also in Puerto
Rico, if requested by the Puerto Rican legislature.

(h) Federal civilian employees: Employees serving under temporary
appointment pending final determination of eligibility for permanent
or indefinite appointment and other Federal employees not under a
retirement system, except certain temporary workers, elective officials,
certain policy-making committee members, etc., are covered. Also
covered are employees of farm loan and production credit associations,
employees of post exchanges and similar organizations, employees of
Federal credit unions, etc.

(i) Tips and gratuities: Excluded as in present law.
(j) Definition of employee: Retains definition based on usual

common-law rules, and extends coverage as employees to full-time
life insurance salesmen and certain agent-drivers.

(k) Effective date: For coverage changes, January 1, 1951.
2. Liberalization of benefit amounts.-
(a) Current beneficiaries: About 2.9 million persons currently

receiving old-age and survivors insurance benefits would have their
monthly benefits increased on the average by about 85 to 90 percent.
Increases would range from about 60 percent for highest-benefit
groups to over 100 percent for low-benefit groups. The average
primary benefit of approximately $26 per month for retired workers
now on the rolls would be increased to over $48.

6



SOCIAL SECURITY ACT AMENDMENTS OF 1950 7

New primary insurance
amount

Present primary insurance benefit
House- Committee-

approved bill approved bill

$10-........-- --------.---------------------------.-.------------------- $25 $20
$15-.......-.-----------------------.-------. 31 31
$20 ..... .. . . . .. 36 37
$25....-... ..-----....... 44 48
$30.----------- . ....-------- 61 6
$35 ................................. ..................................... ..55 62$35 ...--- .--------...---------. .. .. .- -- 65 62$40 . . . . X ......................................... 60 68
$4 -...-- .....------------------.--- 64 7268

(b) Future beneficiaries: An alternative formula is provided for
persons retiring or dying in the future which would be applicable to
those who have at least six quarters of coverage after 1950.
The formula for the primary insurance amount is 50 percent of the

first $100 of average monthly wage, plus 15 percent of the next $150
(based on the maximum wage and tax base of $3,000 per year). For
example, for an average monthly wage of $200, the primary insurance
amount would be $65 (50 percent of the first $100 of average wage,
plus 15 percent of the next $100 of average wage, or $50 plus $15).
Under the bill, individual benefit amounts payable in the next

decade, on the whole, would be about 110 percent higher than under
existing law. The bill would result in total payments under old-age
and survivors insurance of about $2 billion in the first year of
operation as against about $900 million under present law for
the same period.
The minimum primary benefit under existing law of $10 per month

would be increased to $25, except that for those with very low wages
(averaging under $34 per month) the minimum would be $20.
The maximum family benefit under existing law of $85 per month

would be increased to $150, but the maximum benefit could not
exceed 80 percent of the average monthly wage of the insured person.

(c) Computation of average wage: The average wage of an insured
worker would be computed the same as under present law, except
that if a larger benefit would result, the individual's average would be
computed over the period following 1950 rather than after 1936. In
order to have such a "new start" average wage, the individual would
have to acquire six quarters of coverage after 1950.

3. Eligibility for benefits.-In order to qualify for old-age and sur-
vivors insurance benefits under present law, an individual must have
either (a) quarters of coverage (calendar quarters with $50 or more of
wages paid) equal to at least one-half of the number of quarters
elapsing since 1936 and before age 65 or death, or (b) 40 quarters of
coverage. Under the bill eligibility requirements are greatly liberal-
ized by providing a "new start." Quarters of coverage would be
required for only one-half of the number of quarters since 1950 (with
a minimum of six quarters of coverage required), but such quarters of
coverage may include those earned before 1951. Thus any person
aged 62 or over on the effective date of the bill would be fully insured
for benefits at age 65 if lie had at least six quarters of coverage acquired
at any time.
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4. Benefit categories.-The bill retains the present benefit amounts (as
related to the worker's primary insurance amount) payable to wives,
widows, and parents, but increases the amount payable to surviving
children. As at present, no benefits would be provided for permanent
and total disability.
A lump-sum death payment of 3 times the primary insurance

amount (amounting to approximately the same as 6 times the primary
benefit under present law) is made, as at present, when no survivor is
immediately eligible-for monthly benefits. In addition, provision is
included to assure that, where less than this amount is paid in monthly
benefits in the year following death, a lump-sum amounting to the
difference is payable.
The bill also makes the following additional major benefit changes

in present law:
(a) Dependent children of women workers: Benefits to children are

payable on a more liberal basis in respect to deaths of insured married
women. Thus, it a woman is currently insured at the time of her
death (has 6 quarters of coverage out of the 13-quarter period ending
with the quarter of death), her children will be eligible for monthly
survivor benefits even though the father of the children is present in
the household. Under existing law such children would be ineligible
for benefits.

(b) Dependent husbands and widowers: A new category of benefits
is added for dependent husbands, age 65 or over, of retired or deceased
women workers. No benefits are paid under present law to dependent
husbands and widowers.

(c) Former, wife divorced: Benefits are payable to a divorced wife
caring for entitled children of her deceased former husband.

5. Limitation on earnings ot beneficiaries.-The amount the bene-
ficiary may earn in covered employment wit.hoUt ,loss of benefits is
increased from $14.99 to'$50 per month. After age 75, benefits are
payable regardless of amount of earnings from employment.

6. Veterans.-World War II veterans are granted wage credits
under the old-age and survivors insurance program of $160 per month
for the time spent in military or naval service between September 16,
1940, and July 24, 1947, except that such wage credits would not be
provided if the period of service in the Armed Forces is credited for
civil service, military, railroad, or any other Federal retirement
system. The additional cost of the benefits arising from these wage
credits would be borne by the trust fund.

7. Effective date.-All changes in benefit provisions are effective for
the second month following the month of enactment.

8. Financing of old-age and survivors insurance.-(a) Taxable wage
base: The total annual earnings on which benefits would be computed
and contributions paid is retained, as at the present, at $3,000.

(b) Contribution schedule: Employers and employees will continue
to share equally, with the rate on each being as follows:
Calendar years: Rate (percent)

1950-55------------------- --------------- ..------------------ I..
1956-59-------------------------------------------------------- 2
1960-64 ..-------------------------.------- ---------- 22
1965-69-------------------------------------------------------- 3
1970 and after ----------------- ----------------------------- . 34

The self-employed who are covered would pay l1'times the above
rate for any year after 1950.

8
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B. Public assistance
1. Old-age assistance.-Existing law is retained except that State

supplementary old-age assistance payments would be shared in by
the Federal Government only on a 50-50 basis in those cases where
a retired worker becomes a primary old-age and survivors insurance
beneficiary after the effective date of the bill. Tbili, the maximunr
Federal share in these cases would be $25. Under existing law the
Federal Government provides three-fourths of the first $20 and one-
half of the balance of an assistance payment within $50 maximums,
or $30 if the State provides at least $20 in all instances.

2. Aid to dependent children.-In order to assist the States to im-
prove this program the maximum payments in which the Federal
Government would share are increased from $27 to $30 per month for
the first child and from $18 to $20 for each additional child in a family.
Thus the maximum Federal funds are increased from $16.50 to $18
for the first child and from $12 to $13 for each additional child.

3. Aid to the blind.-Beginning July 1952 all States administering
federally approved aid-to-the-blind programs would be required to
disregard earned income, up to $50 per month, of claimants for aid
to the blind in determining eligibility for and the amount of aid.
Prior to July 1952 the exemption of earnings is discretionary with
each State. Thus the State legislatures wil be afforded an oppor-
tunity to make any necessary changes in their aid-to-the-blind laws
to conform to the new Federal requirement.

4. Direct payment for medical care.-States would be authorized to
make direct payments to doctors or others furnishing medical care,
and would be authorized to make direct payments to anyone providing
recipients with remedial care as authorized under State laws. Under
existing law the Federal Government does not participate in the cost
of medical care for recipients unless payment for such care is made
directly to recipients.

5. Medical institutions.-The Federal Government would share in
the costs incurred by the States in furnishing assistance to the needy
aged and blind recipients in public medical institutions. Existing
law limits Federal participation to recipients residing in private
institutions.
C. Service programs for children

1. Child-welfare services.-To assist the States to strengthen and
improve the Federal-State cooperative programs for services to
neglected children and children in danger of becoming delinquent,
the bill increases the authorization for child-welfare services from the
$3% million per year in existing law to $12 million.

2. Maternal- and child-health services.-To assist the States to ex-
tend and improve their programs to promote better health for mothers
and children, the bill increases the authorization for Federal grants
from the $11 million per year in existing law to $20 million.

3. Services for crippled children.-To assist the States to reduce the
number of crippled children now awaiting medical, surgical, or other
necessary service, the bill increases the authorization for Federal
grants from the $7/ million per year in existing law to $15 million.

9
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D. Unemployment insurance
Title XII of the Social Security Act allowing advances to the

accounts of States in the Unemployment Trust Fund which expired
on January 1, 1950, is reenacted for a 2-year period.

OLD-AGE AND SURVIVORS INSURANCE

IV. EXTENSION OF OLD-AGE AND SURVIVORS INSURANCE COVERAGE

A. General
The old-age and survivors insurance program now covers 35 million

workers during the course of an average week. The committee-
approved bill would cover about 10 million additional workers;
8.3 million of them would be covered on a compulsory basis, and
coverage would be available to the remainder on a voluntary basis.
Table 1 gives a detailed breakdown of the new coverage provided by
the committee-approved bill as compared with the House-approved
bill. Each of the new groups covered is discussed in detail under the
appropriate headings below.
Coverage under the present law is limited entirely to workers in

industry and commerce in the continental United States, Alaska,
and Hawaii.
Under the committee-approved bill, coverage would be extended

to self-employed persons other than farmers and certain-named pro-
fessional groups; employees of State and local governments at the
election of the State, provided the employees are not under an existing
retirement system; certain border-line agricultural labor; paid farm
workers and domestic servants on a farm who are employed by a
given employer for at least 60 clays in a calendar quarter; nonfarm
domestic servants who are employed by a given employer for at least
24 days in a calendar quarter; employees of nonprofit organizations
(those employed by religious denominations and organizations owned
and operated by a religious denomination would be covered only if
the religious denomination elected such coverage; employees of other
nonprofit organizations would be covered compulsorily); United
States citizens employed outside the United States by an American
employer; certain employees on American aircraft outside the United
States; and certain Federal civilian employees not under an existing
retirement system (excluding various short-term and policy-making
employees). Full-time life-insurance salesmen and certain agent-
drivers are specifically designated as employees for coverage purposes.
In addition, employees and self-employed persons in Puerto Rico and
the Virgin Islands would be covered on the same basis as those in the
United States.
The committee-approved bill would not cover farmers; farm workers

and domestic servants who are not regularly employed by an employer;
Federal, State, and local government employees covered under retire-
ment systems; members of the Armed Forces; railroad employees;
the self-employed professional groups mentioned previously; and
certain other smaller groups of workers.

10
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TABLE 1.-Comparison of increases in old-age and survivors insurance coverage

Category iHous-ap- Committee-
proved bill approved bill

Nonfarm self-employed.---.-- ---------- 4,600,000 6,000,000
Agricultural workers ..----------------..------.......--000 1,000,000

Borderline employment .-----.. ... -----......... (20,000) 200,o000)Regularly employed on farm-..... ........... ............ ( ............ (0,000)Domestic workers .---.--.---..---- .....--.. ... .......... 950,000 1, 000,000Employees of nonprofit organizations --- ...... 600, 000 600, 000Compulsory coverage- ...-...- ..........-.......... ... . (600, 0) (400, 000)
Voluntary coverage ...-------------------- . ......... ... (............- (200, 000)

Employees of State and local governments .------------.--- -----.--.. 3,800, 000 1,400,000
Voluntary, not under a retirement system ------- ..--------..- ...-..- (1, 400, 000) (1,400, 000
Voluntary, under a retirement system .--..-------..-.--.-........... (2, 400,000) (

Federal civilian employees not under a retirement system....--..--- 100, 000 200,000
Employees outside the United States---..---...-..-.------ ....- 150,000 160, 000
Employment in Puerto Rico and Virgin Islands -----...----.----.--. .-- 350.000 400,000
New definition of "employee" -...- ........ ....-.......- 650, 000 160,000

Total under compulsory coverage .-------....------ .. ........ 7, 00, 000 8, 300, 000
Total under voluntary coverage------..---- ..------ . ----------... 3,800,000 1,600, 000

Grand total - .------- .. .... ----------........-------- .....- 11,300,000 9,900,000

I Exclusive of a relatively small number of transit workers who would be compulsorily covered.
NoTz.-Figures in parentheses are subtotal figures.

Your committee has given extensive consideration to the advisa-
bility of extending coverage to the farm workers, domestic workers,
and professional self-employed groups excluded under the committee-
approved bill and, as well, to farm operators. Your committee
believes, however, that further study must be given to the special
problems involved in covering these groups.
The House-approved bill would cover substantially the same new

groups as the committee-approved bill. The differences are as fol-
lows: Under the House bill, regular farm workers would not be covered,
and coverage would be permitted for State and local government
employees who are under an existing retirement system if the em-
ployees and the beneficiaries of the system voted for such coverage.
Under the House-approved bill, employees of all nonprofit organiza-
tions, including the religious, would be covered on a compulsory basis,
but the employer could elect whether or not to pay his share of the tax.
Under the committee-approved bill, employees of » religious organiza-
tion would not be covered unless the organization elects coverage, in
which case both would pay the required taxes, and employees of other
nonprofit organizations would be covered compulsorily. Both bills
would continue the mandatory exclusion of ministers and members of
religious orders. Under the House-approved bill, the term "em-
ployee" was defined to include many individuals who are not employees
under the usual common-law rules. The definition in the committee-
approved bill goes beyond the common-law rules only with respect
to full-time life-insurance salesmen and certain agent-drivers. The
remaining groups defined as "employees" under the House bill would
be covered as self-employed under the committee bill.
B. Specific coverage groups added

1. The nonfarm self-employed.-No self-employed persons are
covered by present law. Except for farmers and certain professional
groups, the self-employed would be covered by the committee bill.
Coverage would be compulsory. Your committee gave thorough

9.869604064
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consideration to the possibility of coverage on a voluntary basis, but
found fundamental objections to that approach. The history of vol-
untary social insurance in other countries indicates definitely that
only a very small proportion of all eligible individuals actually elect
to participate. Moreover, the ones who do elect to participate are
nsutally not those in the greatest need of such protection; that is,
those of average or below-average income. in addition, voluntary
coverage woull probably attract almost exclusively people who arc
already aged and others wlio can foresee a large possible return for
their contributions; as a result, the program woul( be faced with
adverse selection of risks and a serious rainn on the trust. fund.
Between 35 and 40 percent of the total number of nonfarm self-

employed who would be covered are in the retail trade. Approxi-
mately 20 to 25 percent are proprietors of service establishments.
From 12 to 15 percent are engaged in the construction industry. The
remaining 25 to 30 percent are engaged in manufacturing, in whole-
sale trade, or in transportation, real estate, or insurance enterprises.
The professional groups which are excluded-namely, doctors, den-
tists, osteopaths, chiropractors, naturopaths, Christian Science prac-
titioners, optometrists, veterinarians, lawyers, certified public ac-
countants, architects, and professional engineers-number approxi-
mately 425,000 persons.

Practicable administrative procedures for coverage of the self-
employed have been developed. An individual would report his
self-employment income by transferring certain information from the
trade or business schedule of his income-tax return to a social-security
schedule on the same return. If the individual's net earnings from
self-employment amounted to less than $400 in any year, he would
pay no self-employment tax on such income and receive no credit
toward old-age and survivors insurance benefits. Thus, collection of
taxes from persons whose'self-employment is of a casual nature
would be avoided. Any wages paid the individual in covered em-
ployment would be deducted from the $3,000 annual maximum in
determining the amount of net earnings from self-employment taxable
and creditable in any year.
Under the House-approved bill, coverage of the self-employed

would be virtually the same as in the committee-approved bill except
that publishers would be excluded by the former and covered by the
latter, while naturopaths, certified public accountants, architects, and
certain classes of professional engineers would be covered by the House
bill and excluded by the committee bill.

2. Agricultural labor.-In general, present law excludes from cover-
age all service performed on a farm (defined to include plantations,
ranches, nurseries, ranges, greenhouses, and orchards), in connection
with cultivating the soil or harvesting any agricultural or horticultural
commodity or in connection with the operation and maintenance of
a farm and its equipment. Also excluded are border-line agricultural
activities such as the production of maple sirup, maple sugar, and
iinaval- stores; mushroom growing; poultry hatching; cotton ginning;
the operation of irrigation systems used exclusively for farming

-purposes; postharvesting services performed in the employ of a

farmer; services performed in the employ of a farmers' cooperative;
and, in the case of fruits and vegetables, services performed in the
employ of a commercial handler.
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The committee-approved bill would extend coverage to most of the
now excluded border-line agricultural employment other than the
production of naval stores and the ginning of cotton. In addition, it
would cover any agricultural worker who earned $50 with an employer
in a calendar quarter and was employed by that employer onil at least
60 (lays of either that quarter or the previous quarter.
Your committee believes that its proposal with regard to regularly

employed agricultural workers would cover a substantial part (about
800,000) of the agricultural labor force'of the Nation without im-
posing an undue record-keeping burden on farm operators. It is
estimated that this extension of coverage would affect only about
600,000 of the almost 6,000,000 farm operators in the country. The
farm. operator would know that he has no responsibility for reporting
the wages of an employee and paying the tax thereon unless the
employee performed services for him on 60 days or more of a calendar
quarter and was paid at least $50 in wages or was employed by him for
60 (lays or more in the previous quarter and earned $50 or more in
both quarters. For example, A works for Farmer B 60 (lays an(l is
paid $50 or more in cash wages during the January-March quarter;
then Farmer B would have to report and pay the tax on the cash
wages paid A for that period. Farmer B would also have to report
wages paid to A in the April-June quarter even if A did not work
for 60 days, provided that he earned cash wages in the employ of
Farmer B of $50 or more. If A left the employ, of Farmer B without
having worked 60 days in the April-June quarter and then returned
to work in the July-September quarter, he would be covered in the
latter quarter only if lihe then met both the days-worked and cash-
wages tests.

In addition, services in connection with the operation or mainten-
ance of an irrigation system would be covered without regard to the
number of days worked or amount of wages earned by the worker if
the system is operated for profit. If it is a nonprofit system used
exclusively for farming purposes, the 60-day test and the $50 cash-
wages test would have to be met for the worker to be covered.

Services in connection with the ginning of cotton and the production
of naval stores would continue to be excluded from coverage under all
circumstances.
Under the House-approved bill, coverage of border-line agricultural

employment would be virtually the same as in the committee-approved
bill except that the former would cover all services in connection with
the operation or maintenance of an agricultural irrigation system.
With respect to agricultural labor other than in the border-line area,
the Hfouse-approved bill would provide no coverage at all.

3. Employees of State and local governments.-Under present law,
employment by State and local government units is not included in
the coverage of the old-age and survivors insurance system. Under
the committee-approved bill, all such employment which is not under
an existing retirement system could be covered through voluntary
agreements between the States and the Federal Security Administrator.
The voluntary agreements would be made with respect to defined

coverage. groups. In general, a coverage group would comprise all
the employees of a State or of a political subdivision not under an
existing retirement system. However, smaller groups made up of
employees of a State or political subdivision who perform service in

13
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connection with a proprietary function could also be covered. For
instance, under a State agreement, coverage could be extended to
employees of a transportation system of a given city without cover-
age being extended to any other employees of the city. For any
group to be covered, all of the employees in the group (with certain
possible specified exceptions, such as part-time workers or elected
officials) would have to be covered.

Provision is also made for the orderly termination of Federal-
State agreements. In order to safeguard the interest of all parties
concerned, the agreement could not be terminated until it had been
in force for 5 years, and then at least 2 years' advance notice of the
termination would have to be given. In order to prevent in-and-out
movements disadvantageous to the financing of the program, the bill
would provide that if a group's coverage were terminated, the group
could not be covered again.

If a, State failed to pay the required contributions while an agree-
ment was ui effect, the Federal Government could deduct the amount
due (plus interest) from payments otherwise due to the States under
other titles of the Social Security Act (chiefly Federal grants for public
assistance).
The House-approved bill has substantially the same provisions

with respect to State and local government employees not covered by
retirement systems as has the committee-approved bill. In addition,
however, the former would permit members of an existing retirement
system to be covered if such members and the beneficiaries of the
system so elected by a two-thirds majority vote. Your committee
received overwhelming testimony against permitting such coverage
and so has specifically prohibited it.. Furthermore, the House-
approved bill contained a provision for the compulsory coverage of
certain transportation workers. Your committee is of the opinion
that all coverage of State arid local employees must be on a voluntary
basis.

4. Employees in domestic service.-This group, whose need for the
protection of social insurance is very great, is not covered under
present law. They have been excluded mainly because of the admin-
istrative difficulties which were believed to be involved in their
coverage. Your committee is convinced that regularly employed
domestic workers can now be covered without undue administrative
difficulties. Domestic servants in private homes, other than those on
farms operated for profit, would be covered with respect to their
services in a calendar quarter for a particular employer if they earned
at least $50 in cash wages and either (a) worked at least 24 (lays for that
employer in the current quarter or (b) had worked for the employer
on 24 days or more and had earned cash wages of $50 or more in the
preceding quarter. Under this definition of a "regular" worker, most
nonfarm domestic employees who are hired on a weekly or monthly
basis will be covered, while most part-time workers, and all casual
or intermittent, workers, will be excluded from coverage. Domestic
workers on farms operated for profit would be covered to the same
extent as agricultural workers, that is, on the basis of a 60-day test
rather than a 24-day test.
The bill also extends coverage to nonstudent domestic workers in

local college clubs, fraternities, a)nd sororities, whose remuneration is at

14
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least $50 in a calendar quarter. Students performing domestic work
for such employers will continue to be excluded from coverage.
There are certain types of nonbusiness services which are not, strictly

speaking, domestic service in private homes but which are difficult to
distinguish from domestic service. To facilitate coverage determina-
tions, the same requirements for coverage are applied to such services
as to domestic service, namely, there must be cash remuneration of at
least $50 and employment on at least 24 days in the quarter.
Under the House-approved bill, coverage would be extended to

domestic service and nonbusiness services in a home other than one on
a farm operated for profit, in the same manner as is provided by the
committee-approved bill except that the former based coverage on $25
rather than $50 in cash wages and on 26 days rather than 24 days of
employment. The committee-approved bill would raise the $25 re-
quirement to $50 to make certain that no domestic worker would be
taxed unless he or she received credit for a "quarter of coverage,"
which under the committee bill would be given for $50 of wages. On
the other hand, the 26-day requirement was re(luced to 24 days to
permit coverage of the domestic worker who has "a twice-a-week job,"
but who misses 1 or 2 (lays in a 3-month period.

5. Employees of nonprofit organizations.-Under present law, em-
ployees of nonprofit organizations operated exclusively for religious,
charitable, scientific, literary, or educational purposes or for the
prevention of cruelty to children or animals, are not covered by the
old-age and survivors insurance program. The committee-approved
bill would cover part of this group on a compulsory basis and part on
a voluntary basis. In no event, however, could members of the clergy
and religious orders be covered.
Under the committee-approved bill employees of religious denomina-

tions and of organizations owned and operated by a religious denomi-
nation would continue to be excluded from compulsory coverage, but
a religious denomination could elect to cover its employees and an
organization owned and operated by a religious denomination could
elect to cover its employees. Once a religious denomination or an
organization owned and operated by a religious denomination had
elected to cover its -employees, they would be compulsorily covered
thereafter. Other nonprofit employment would be covered on a
compulsory basis.
The bill would continue to exclude service performed for nominal

amounts (less than $50 in a quarter) in the employ of nonprofit organi-
zations, service performed by student nurses and internes, and service
performed by students in the employ of colleges and universities.
Those exclusions would simplify administration without depriving
a significant number of people of the protection of the system. On the
other hand, coverage would be extended, except where the services
are performed for nominal amounts of remuneration, to certain
ritualistic or dues-collecting services for fraternal beneficiary societies,
to service for agricultural and horticultural organizations and for
voluntary employees' beneficiary associations, and to services per-
formed by students in the employ of nonprofit organizations other
than schools, colleges, or universities.
Under the House-approved bill all employees of nonprofit organi-

zations, including those in the employ of a religious organization,
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would be covered on a compulsory basis, but payment by the employer
of his share of the contribution would be voluntary. If the employer
did not pay the tax, the employees would receive only half wage
credits, which, on the average, would entitle them to benefits 70
percent as large as they would be entitled to on the basis of full wage
credits. Your committee believes that for the nonprofit organiza-
tions-other than the religious-there is no reason why coverage
should not be extended on a compulsory basis with respect to both
the employer and employee contributions. On the other hand, your
committee believes that voluntary coverage shoul(1 be provided for
employees of religious denominations and organizations owned an(l
operated by such denominations.

6. Federal civilian employees not covered under a retirement system.-
Under present law all employees of the Federal Government and most
employees of Federal instrumentalities are excluded from old-age
and survivors insurance. The committee-approved bill would extend
the coverage to some of these workers who are not now under retire-
ment systems. The new groups brought in would be:

(a) Temporary employees of the United States whether they are
awaiting permanent appointment or are in positions not intended to
be permanent, other than temporary employees in positions not in-
tended to be permanent in the field service of the Post Office Depart-
ment and those engaged in taking thle census; (b) employees of national
farm loan associations (other than directors); (c) employees of the
Army and Air Force Exchange Service, Army and Air Force Motion-
Picture Service, Navy ship's service stores, Marine Corps post ex-
changes, and similar organizations; (d) employees of the Tennessee
Valley Authority other than those covere(l by its retirement system,
(e) employees of Federal credit unions; (f) employees of county and
community committees under the Production and Marketing Ad-
ministration; (tg) employees of production credit associations partly
owned by the United States (those associations froIn which Federal
funds have been retired are already covered).
Your committee believes that the House-approved bill requires

amendment in order to clarify the coverage extension in this area.
For example, there is doubt under the House-approved bill about the
position of many individuals in policy-making and advisory positions
such as committee members under the Production and Marketing
Administration. Under the bill as approved by your committee such
persons would be excluded.
The House-approved bill does not include teml)orary employees of

thle United States awaiting permanent appointment. Since many of
these persons do not stay with tile Federal Government but return to
work in employment covered by old-age and survivors insurance,
your committee believes tllat they should be covere(l by old-age and
survivors insurance until they receive a pernlanent appointment.
Members of the legislative branch and elected officials of the Gov-

ernment would continue to be excluded under both the Hollse bill and
the bill as approve(l by your committee.

7. Americans employed outside the United St(ateS.-Unlder )resent
law such employment outside the Unite(l States is not covered unless
it is performed on or in connection with an American vessel. The
committee-approved bill would cover the service of American citizens
outside of the United States if performed in t he employ of American
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employers. This seems desirable because more and more American
citizens are being sent beyond the boundaries of the United States to
continue their work for American employers and the insurance pro-
tection of such persons should not be interrupted.
The committee-approved bill would also extend coverage to employ-

ment on American aircraft outside of the United States under the same
conditions which now apply to American ships. Thus, there will be no
tax incentive for employers to employ foreign nationals instead of
American citizens on aircraft trips between the United States and
foreign countries. The committee-approved bill, however, would not
cover such service as that performed by a foreign national employed
as a mechanic to service an American aircraft at a foreign airport if
the contract of service was entered into outside of the United States
and if such foreign national was not part of the flight crew of the air-
craft. The House-approved bill contained the same coverage
provisions as the committee-approved bill.

8. Puerto Rico and the Virgin Islands.-Employment in these islands
is not now covered under the old-age and survivors insurance program.
The committee-approved bill would cover employment in the islands
in the same manner and to the same extent as similar employment is
covered in he continental United States. Coverage would be effective
in the Virgin Islands without any action by the Virgin Islands au-
thorities, but in the case of Puerto Rico it would become effective only
if requested by the Puerto Rican Legislature. Puerto Rico and the
Virgin Islands are a part of our American economy, and their popula.-
tions are clearly in need of social-insurance protection. As a result of
relatively low average earnings, workers there are generally unable to
provide for their own future security. Despite low wages and irregu-
larity of employment, however. it appears that with the eligibility
provisions proposed by your committee, the great majority of the
workers in covered occupations would be able to qualify for insurance
benefits.
Under the House-approved bill coverage was extended to these

islands in the same fashion as in the committee-apI)roved bill. How-
ever, the higher requirements for obtaining quarters of coverage in
the former would have resulted in a considerable area of employment
in these islands where low-paid workers would have to pay taxes and
yet would not acquire benefit rights.

9. Tips and gratuities.-Tips and gratuities would be excluded as
wages in the committee-approved bill to the same extent as in present
law. On the other hand, the House-approved bill would include all
til)s and gratuities in the amounts reported in writing to the employer
by the employee. Your committee believes that such a change would
introduce administrative complications.

10. Definition of "employee".-In existing law the term employee
is defined by reference to the usual common-law rules. Your com-
mittee believes that the common-law rules for determining the em-
ployer-employee relationship should be retained, but that the meaning
of "employee" for old-age and survivors insurance purposes should
b)e expanded to include certain categories of service which are subject
to clear-cut definition. These categories are: services performed by
individuals as full-time life-insurance salesmen, and services performed
by agent drivers and commission drivers engaged in the distribution
of bakery products, meat products, or laundry or dry-cleaning services.

67079-O--- 2
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Since the usual common-law rules would continue to be applicable
for ascertaining the employer-employee relationship under the com-
mittee-approved bill, the inclusion of individuals performing services
in these categories as "employees" for old-age and survivors insurance
purposes will not have the effect of removing from coverage as all
employee any individual who is covered under existing law.
The House-approved bill would continue to classify as an employee

an officer of a corporation and would continue the test based on the
usual common-law rules. In these respects the committee-approved
bill and the House-approved bill are identical. The latter, however,
would provide several additional tests which are described briefly
below.
The House-approved bill would provide that full force and effect

be given to a written contract expressly reciting that the person for
whom the service is performed shall have complete control over the
performance of such service and that the individual, in the performance
of such service (either alone or as a member of a group), is the employee
of such person. This provision was designed to change the effect of
the United States Supreme Court holding in Bartels v. Birmingham
((1947), 332 U. S. 126). Also the House-approved bill would desig-
nate as employees individuals performing seven categories of service.
Moreover that bill would provide a test for determining the employer-
employee relationship based on seven factors-the so-called economic
reality test. Your committee has concluded on the basis of over-
whelming weight of testimony that the common-law rules for deter-
mining the employer-employee relationship should be retained except
for the special provisions for the categories of service performed by
individuals as full-time life-insurance salesmen and services per-
formed by certain agent drivers and commission drivers as described
above.
The persons who would be covered as employees by the definition

in the House-approved bill and who would not be so covered under
the committee-approved bill would, in general, be covered under the
latter as self-employed individuals; thus there would not be a limita-
tion of the extent of coverage because of your committee's action.

11. Effective date.-Under the committee-approved bill the effective
(late for the coverage changes described previously would be January
I, 1951, whereas un(ler the H1ouse-approved bill (passed on October 5,
1949), the corresponding date would be January 1, 1950.

V. OLD-AGE AND SURVIVORS INSURANCE BENEFITS FOR WORLD WAR II
VETERANS

As a result of being removed from the civilian labor force, World
War II servicemen were deprived of the opportunity for coverage
under the Federal old-age and survivors insurance program. The
chance for servicemen to acquire benefit rights under the program, or
to increase or maintain their existing protection, was lessened. It is
believed fair, therefore, that the Federal Government should give
recognition under the program to wartime military service.
Under present law, limited provision has been made as to survivor

benefits for veterans of World War II. Under these provisions a
veteran who meets certain service requirements and who dies within
3 years after separation from service is considered to have died fully
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insured with an average monthly wage of not less than $160. The
committee-approved bill would leave this provision unchanged.
The present provision does not apply if the veteran died in service

or if the Veterans' Administration determines that any pension or
compensation is payable, by reason of the death of the veteran, under
any law administered by that agency. Moreover, the 3-year protec-
tion provided under present law has now expired in the great majority
of cases.
Your committee believes that World War II servicemen should have

the same status under old-age and survivors insurance as they might
have had if military service had not interfered with their employment.
Accordingly, the bill would give servicemen wage credits of $160 for
each month of military service performed during the World War II
period. These wage credits would be given regardless of whether
death occurred in service and whether veterans' benefits were payable.
If the protection provided under present law and that provided by the
military-service wage credits overlap, the provisions that would result
in the most favorable treatment would apply. However, your com-
mittee believes that war-service wage credits should be withheld
when retirement or survivor insurance credit is given for the same
period of military service under another governmental system, such as
railroad retirement, civil-service retirement, or a military pension on
account of age alone.
Your committee believes that the cost of the additional benefits

resulting from the wage credits, as well as those resulting from the
present provisions affecting veterans after the amendments go into
effect, should be met directly out of the trust fund rather than from
special appropriations from the General Treasury to the trust fund
as under present law, since there is a substantial amount now in the
trust fund and, as will be indicated subsequently, the trust fund will
continue for a considerable time to have an excess of income from
contributions over outgo for benefit payments.

In most cases where the individual died in service, the wage credits
would be of real significance in providing additional benefits for his
widow and children. In many cases such deceased servicemen were
insured when they entered military service but, with the absence of
wage credits during service, lost insured status or had their benefit
amounts sharply reduced. A very real hardship, therefore, results in
most death-in-service cases if wage credits are not given or if provision
is made for adjustment where compensation is payable by the Vet-
erans' Administration.
The wage credits would be taken into account in computing any

monthly benefits payable for any month after the effective date (in-
cluding cases where death occurred prior to then) and in determining
lump-sum death payments where the veteran dies after the effective
date. The bill would not provide for payment of retroactive monthly
benefits or for lump sums in cases where the death has already
occurred.
Under the House-approved bill the provisions for World War II

servicemen were virtually the same as in the committee-approved bill
except that the cost of the additional benefits resulting would be met
by special appropriations from the General Treasury to the trust fund
and except that the wage credits would be given even though the
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period of military service were credited under other old-age, retire-
ment, or survivor insurance benefit programs.

VI. OLD-AGE AND SURVIVORS INSURANCE BENEFITS LIBERALIZED

A. General
A major change provided by the committee-approved--bill is to

establish a level of old-age and survivors insurance benefits which
would be roughly double the amounts provided in the present Social
Security Act and somewhat higher, for some time to come, than the
amounts provided in H. R. 6000 as passed by the House of Repre-
sentatives. For retired workers who are already on the benefit rolls,
the range of benefits (exclusive of any benefits for their eligible
dependents) would be between $20 and $72.50 per month, as com-
pared with the present range of from $10 to $45.60. Corresponding
increases would be made for eligible dependents of retired workers
and for survivor beneficiaries now on the roll.
The average payment for a retired worker without regard to sup-

plementary dependent's benefits is now about $26 per month.
Under the committee-approved bill the average payment will be
increased to over $48 per month. The average increase in the
benefits of all those now on the rolls would be about 85 to 90 percent.
Under the House-approved bill the average increase for those now
receiving benefits would be about 70 percent.
For workers who retire in the next few years, the average benefit

would be about $50 to $55. Several factors contribute to this increase.
The new benefit formula itself gives a much higher proportion of the
average monthly wage than the present formula; another factor of
significance is the increase in the minimum benefit from $10 to $20.
An increase iln benefits would also result from the provision for basing
benefits solely on wages earned after 1950 if such wages result in a
higher l)lenefit than that derived from all wages earned under the
program.

Benefits under the committee-approved bill would replace a higher
proportion of the average monthly wage above $100 than would the
Iouse-approved bill--- 5 percent as compared with 10 percent.
B. Computation of benefits

1. Increase qJ existing benefits.-There are compelling social and
economic reasons for liberalizing benefits for those now on the rolls.
Present beneficiaries, no less than persons who become beneficiaries
in the future, need benefits which are revised to take into account
that the 1939 benefit formula proved to be inadequate soon after its
enactment and that prices have risen since then. This type of
adjustment is common practice in private pension plans and in
retirement plans of State and local governments. In liberalizing the
railroad retirement system and the civil-service retirement system,
the Congress has increased the benefits of those already on the rolls
as well as the benefits of those who become eligible in the future.
The increase in benefit amounts for persons now on the rolls would

be accomplished by the use of a conversion table included in the
bill (a summary of this table is presented in table 2). This would
avoid the necessity of recomputing benefit amounts individually, a
procedure which would be extremely time consuming and expensive.
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In order that benefits for those now on the rolls will not be higher
on the average than for persons coming on the rolls in the future, the
table has been constructed to yield a slightly lower average benefit
than the new formula will produce.
TAnLE 2.-Summary of conversion table for computing monthly benefits for those

now on the roll (or retiring in the future) l

[All figures rounded to nearest dollar]

New primary insurance
Primary amount Maximum

benefit corn- family
puted under benefits
present law House-ap- Committee- payable a

proved bill approved bill

$10 $25 $20 $40
15 31 31 50
20 36 37 59
25 44 48 78
30 51 5fi 113
35 65 62 145
40 60 68 160
45 64 72 150

Examples:
(a) Retired worker now receiving $30 per month will receive $56 after effective date under committee-

approved bill as against $51 under House-approved bill. Amount ho receives plus supplementary benefits
for his eligible dependents or amount for his survivors cannot exceed $113 per month.

(b) Widow age 65 or over now receiving $30 per month (based on three-fourths of deceased husband's pri.
mary benefit of $40) will receive $51 after effective (late under committee-approved bill (I of $68) as against
$45 under the House-approved bill.

I For those retiring in the future, this table is used either if they do not have sufficient quarters of cover-
age to qualify for the "new start" average wage or if the table produces a more favorable result.

3 Same for both House-approved bill and committee-approved hill.

The conversion table will apply not only to present beneficiaries
but to all future beneficiaries who do not have six quarters of coverage
after 1950 and therefore, as explained below, cannot qualify for the
"new start" on the average monthly wage and the new benefit formula.
Furthermore, even those who qualify for the "new start" will have the
alternative available to them of applying the benefit formula in the
present law (except no increment would be given for years after 1950)
to an average monthly wage starting with 1937 and then using the con-
version table. In the great majority of cases, however, the "new
start" would be more advantageous.
Under the House-approved bill the same general procedure of a

conversion table for existing beneficiaries would be followed. How-
ever, the increases are, on the whole, only about 70 percent higher than
under present law, as compared with the 85 to 90 percent increase in
the committee-approved bill. Thus the House-approved bill creates
a sharp dividing line between those who retire or die just before the
effective date as compared with those retiring or dying just after the
effective date. Furthermore, under the Hiuse-approved bill, the
conversion table does not apply to future beneficiaries even though
in some instances it would be to their advantage.

2. Average monthly wage.-In the present law, the average monthly
wage is obtained by dividing the individual's total taxable wages by
the number of months after 1936, when the program began, excluding
months occurring in any quarter before the individual attained age
22 in which his wages were less than $50, and up to the time his
benefit is calculated at age 65 or later, or at death. Thus periods
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during which the individual was out of covered employment for any
reason after age 22 and before age 65 reduce the average monthly
wage and therefore the insurance benefit. The committee-approved
bill, in general, continues this method of calculating the average
monthly wage and provides for an alternative "new start."

Persons whose occupations have been excluded from coverage under
the present program will suffer serious disadvantage after coverage is
extended unless such an alternative is permitted. Otherwise, a
worker who has been in an employment hitherto excluded from cover-
age will always be penalized for his former lack of coverage since, in
effect, his wages from newly covered employment will be averaged
over all the months elapsed since 1936 or sincehe reached age 22,, if
later. His low average wage, in turn, will result in a low benefit
amount.
Your committee believes that an appropriate way to eliminate this

handicap for newly covered groups would be to have their average
wages computed from the (late of the coverage extension, just as the
average wage now disregards periods before January 1, 1937, for those
in employment first covered as of that date. Since large numbers
of workers have been in both covered and noncovere(l employment,
however, it would be almost impossible to establish a sound basis for
determining which individuals should be treated as belonging to a
newly covered group. The opportunity to profit from the provisions
designedd for the newly covered groups must therefore be open to all
persons.

Unless previously covered workers also have the alternative of a
"new start," many will fare worse than those newly covered, since
the relatively low wages paid in the later thirties and early forties
will tend to reduce their average wages and thus yield benefit amounts
lower than those of newly covered persons in comparable jobs.
Accordingly, the "new start" average wage should be made avail-
able to all those with six quarters of coverage after 1950.
Some insured persons will have little or no covered employment

after the date coverage is extended; others will have too small an
amount to form a fair basis for determining an average; and others
may have employment after the "new start" at wages much lower
than their previous earnings. The starting point of January 1937
specified in the present law should therefore be retained as an alterna-
tive and the individual worker's average wage computed from that
date if it gives a higher benefit amount than would the "new start."
Under the House-approved bill the method of computing the average

monthly wage would be drastically changed from present law, which
has been in effect for the past decade and has been generally well
understood by the interested public. Moreover, under the House-
approved bill the complicated so-called continuation factor would be
introduced in conjunction with the now method of calculating the
average monthly wage. In the immediate future, this continuation
factor would have little effect, but eventually it would produce some
very severe reductions in benefits for those-for example, insured
women-who did not engage in covered employment during all their
potential working lifetimes.

3. Benefit formula.-The primary benefit is the amount payable to
a retired insured worker and is also the amount used as a basis for
determining supplementary benefits for his dependents or, in the
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event of his death, for his survivors. The benefit formula in the
present Social Security Act provides a primary benefit representing
40 percent of the first $50 of average monthly wage and 10 percent of
the next $200 of average monthly wage, the total then being increased
by 1 percent for each year of coverage.
This is a weighted formula designed to favor workers whose average

wages are low. As a result of increases in wage rates, the effect of
the original weighting, however, has been substantially reduced. As
a recognition of the effect of wage increases on the original weighting,
the committee-approved bill provides for a change in the benefit
formula to make $100 the upper limit for that part of the average
monthly wage to which the higher percentage is applied.
This change, however, will not in itself sufficiently increase the

primary benefits of low-wage workers. The committee-approved bill
therefore provides that the benefit formula shall be 50 percent of the
first $100 of average monthly wage rather than 40 percent. These
changes are identical with those in the House-approved bill.
Under the committee-approved bill the percentage applied to the

proportion of average monthly wage above $100 would be increased
to 15 percent. If that percentage remains fixed at 10 percent as pro-
vided in the House-approved till, there will be too little spread
between the benefit amounts of low-income and high-income workers.
Thus, under the House-approved bill for an average monthly wage of
$100, the basic primary benefit would be only $10 less than that for
an average wage of $200, a differentiation that we believe is insufficient.
We believe that benefits should be related to the continuity of the

worker's coverage and contributions to the system, as well as to the
amount of his earnings. Under our recommendations, accordingly,
benefits will continue to vary-as they now do-with both these
factors. Thus, in figuring the average monthly wage, a worker's
total wage credits are-and would continue to be-divided by the
total number of months that he might have been contributing to the
system after 1950 or afteI 1936. His average wage, and consequently
his primary benefit, will therefore be the smaller for each month
lacking in his record of covered employment. In our opinion, this
method of adjusting benefits permits sufficient differentiation between
workers who are steadily employed in covered jobs and those whose
covered employment is only brief or intermittent. An increment, the
1-percent increase for each year of coverage, is not needed for this
purpose.
There is no need for the increment moreover to provide equitable

treatment as between persons now of the same age. A young worker
who contributes to the system for his entire working lifetime will
under the commnittee-approved bill receive a larger benefit than a
worker of the same age who was in covered employment for only
)art of the time, but at the same wage level while employed; the latter
will, as explained previously, have a lower average monthly wage for
benefit purposes and, correspondingly, a lower benefit. Thus the
increment is not needed to distinguish between members of the same
generation who have different covered-employment continuity
histories.
With coverage broadly extended, the increment would serve largely

to reward younger workers for their greater contributions by paying
them higher retirement benefits than those paid to persons who were
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old when the system started. To us, such an advantage seems un-
desirable. The older worker should not be penalized for the fact that
he could not contribute throughout his life. We propose, in effect,
that, as in many private pension plans, the older worker receive credit
for his past service and acquire rights to the full rate of benefits now.
The benefit formula of the present program, with its automatic in-

crease of 1 percent for each year of coverage, in effect postpones pay-
ment of the full rate of benefits for more than 40 years from the time
the system began to operate. Under such provisions, if the benefit
amount of a retired worker after he has had a lifetime of coverage
represents a reasonable proportion of his average wage, that for older
workers who have been in the system for only a few years and for
the survivors of younger workers will almost of necessity be inade-
quate. Thus, the survivors of a man who began working at age 20
and dies at age 30 will have rights to benefits only about three-fourths
as large as those which the same average monthly wage would have
provided if he had lived to age 65. Yet the worker who dies at an
early age has had less opportunity than have older workers to ac-
cumulate savings and other resources to supplement "the benefits
payal)le to his survivors. Your committee believes that adequate
benefits should be paid immediately to retired beneficiaries and
survivors of insured workers, but considers it unwise to commit the
system to automatic increases in the benefit for each year of covered
employment.
Under tlie House-approved bill, the increment is retained but is re-

duced from the 1 percent for each year of coverage in the present law
to one-half of 1 percent. Under the House-approved bill, wages up
to a maximum of $300 average monthly wage would be counted in-
stead of $250 as under present law and under the committee-approved
bill. However, for the immediate future, the primary insurance
amount for the individual at the $250 maximum wage under the com-
mittee-approved bill would be higher than for the individual at the
$300 maximum under the House-approved bill.

Table 3 shows illustrative primary amounts for the committee-
approved bill as compared with those of the present law and under
the House-approved bill.
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TABLE 3.-Illustrative monthly old-age insurance benefits for retired workers

[All figures rounded to nearest dollar]
COVERED IN ALL POSSIBLE YEARS

5 possible years of coverage 40 possible years of coverage

Monthly wagc while working House Committee. House- Committee-Present Present House Committe-
law approved approved law approved approvedlaw bill bill law bill bill

$50---------------------------- $21 $26 $25 $28 $30 $25
$100--------------------------- 26 51 50 35 60 50
$150..------------------------ 32 56 58 42 66 58
$200---------.--------------. 37 62 65 49 72 65
$250--------------------------- 42 67 72 56 78 72
$300----- .------. () 72 (I) (1) 84 (1)

COVERED IN HALF OF POSSIBLE YEARS

$50--------------------------- $10 3 $25 $20 $12 t $25 $20
$100------------.------------- 21 26 2'5 24 30 25
$150- 23 28 38 27 33 38
$200 ..------------.----------- 26 31 50 30 36 50
$250-------------------------- 28 34 54 33 39 54
$300 (') 36 (I) (_ ) 42 (O)

I Present law and committee-approved bill include wages only up to $250 per month as creditable and
taxable.

2 Under conditions assumed, individual might not be able to qualify at all, depending on actual incidence
of his covered emplloyment.
NOTE.-These figures are based on the assumption that the insured worker was in covered employment

after 1950 as indicated.

An example of the method of computing benefits under the com-
mittee-approved bill and under(l the House-approved bill follows. A
comparison in(licates the much greater simplicity of the committee-
tIpproved bill.
Take a. worker who retires at 65, 25 years after the "new start"

latet. While working, lhe averaged $200 a month, and he worked 20
years out of the 25-year period. Under the committee-approved bill
his average monthly wage for benefit purposes would be obtained by
dividing the total wages which he had been paid by the total number
of months in the 25-year period. This would yield an average monthly
wage of $160. His primary insurance benefit would be $59 (50 percent
of the first $100 of this average monthly wage plus 15 percent of the
next $60 of average wage, or $50 plus $9).
Under tlhe House-approved bill, the average monthly wage used in

thel computation' would tbe an average over his years of coverage (a
year of coverage is a year inl which tlle in(lividual was p)ai(l at least
$200 in covere(l wages). TIlie average monthly wage in this case
would be $200. Tle next step) in figuring the benefit would })e to
take 50 I)ercent of tlle first $1 00 of average wage p)lus 10 percent of tle
next $100 of average wage, or $50 pIlus $10. l'lis $00 may )be referred
to as t 1e base amount. Since tllhe individual had( years of coverage
inl only 20 out of a possible 25 years, the "continuation factor" is
80 percent. Tlhe continuation factor is then applied to thle base
amount giving a figure of $48. It is then necessary to add to this
$48 one-half of 1 percent of the base amount for eacli year of coverage.
Since there are 20 years of coverage, the increment in this case is
10 percent of $60 or $6. Thus the primary benefit in this case is
$48 plus $6, or $54.
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4. Family benefits.-Under present law the benefits payable to
dependents and survivors of insured workers-are determined as certain
percentages of the insured worker's primary insurance benefit (subject
to certain minimums and maximums). This percentage is 50 percent
for the following categories: Aged wife, child of a retired or deceased
worker, and aged dependent parent of a deceased worker, while it
is 75 percent for the aged widow of a deceased worker.
Under the committee-approved bill, these same relationships are

maintained except that the total family benefits payable to survivor
children has been increased by 25 percent of the primary insurance
amount so as to give them greater protection. In effect, it might be
said that the first survivor child receives 75 percent of the primary
insurance amount and each additional child receives 50 percent, as in
present law.
The House-approved bill increases family benefits for survivor

children in the same way. In addition, under the House-approved
bill, it is provided that the proportion payable to an aged dependent
parent (a relatively minor category accounting for only one-half of
1 percent of the total beneficiaries) should be increased from 50
percent of the, primary insurance amount to 75 percent.

Table 4 shows illustrative' monthly benefits for a retired worker
with an eligible wife, while table 5 gives corresponding figures for
various survivor categories.

TABLE 4.-Illustrative monthly benefits for retired workers covered for 6 years
[All figures rounded to nearest dollar]

Present law House-approved bill Committee-approvedbill
Average monthly wage ______________ _

Single Married I Single- Married X Single Married

$50......-..------------- $21 $32 $26 $38 $25 $38
$100 -----.----- .----------- 26 39 61 77 60 75
$1W50.---.....--- .--.--... 32 47 66 85 68 86
$200--.-------------- .---- 37 55 62 92 65 98
$250...------------.--------- 42 63 67 100 72 109
$300 ...---- ------ .---- .------- (') () 72 108 {() (2)

I With wife age 65 or over.
I Present law and committee-approved bill include wages only up to $250 per month as creditable and

taxable.
NoTr.-These figures are based on the assumption that the Insured worker is In covered employment

steadily each year after 1950.
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'1'ABLE 5.-Illustrative monthly benefits for survivors of insured workers covered for

5 years

[All figures rounded to nearest dollar]

Coveagit- C0o1Comit- Commit-
Averay Hnnw. G"House-

tepHouse- Hommioe -Average Present Hpove-teedup- Present ovd tee-an- Present Hpoe etea-monthly law billa proved law bpllj proved law api provedtewarge 0 P~itlt iabill bill bill ll

Widow and 1 child Widow and 2 children Widow and 3 children

$50 ..---

$100 ------

$150.-----.
$20......
$250----.--
:'0o)

$26 $8 $38 3$37 $40 $40 $40 $$40
33 77 75 46 8S 80 52 80 80
39 85 81155 1 13 115 03 120 120
46 92 98 4 123 1:30 74 150 150
52 100 109 74 133 115 84 150 150

) 1 0_hi _ ( ) 144i ) 1 50i )

1 child alone 2 children alone Aged widow 2

$50 ------ $10 $19 $19 $21 $32 $31 $10 $19 $19
$100.----- 13 38 38 26 04 62 20 38 38
$1.50. ---.-. 1 42 43 32 70 72 24 42 43
$200 -- -. 18 46 49 37 77 81 28 46 49
$250 21 50 54 42 S3 91 32 50 54
$300-(.1)54(')(I') ( ) () 54(,)

i Present law and committee-approved bill include wages only up to $250 per month as creditable and
taxable.

2 Age 65 or over.

NorT.-These figures are based on the assumption that the insured worker is in covered employment
steadily each year after 1950.

5. Minimum and maximum benefits.-Under the present law, the
minimum primary benefit for a retired worker is $10 per month. For
survivors there is also a minimum of $10 per month on the total pay-
ment to the family. The maximum benefit (applicable to the total
family benefits for a retired or deceased worker) is the smallest of the
following: $85 per month, twice the primary benefit, or 80 percent of
the worker's average monthly wage (but the latter may not reduce
benefits below $20).
Under the committee-approved bill, the minimum primary insurance

amount for a retired worker is raised to $25, except for very low wage
workers (with an average wage of less than $34 a month) for whom
the minimum is $20. No minimum family benefit is specified.
Since a widow or one survivor child could receive three-fourths of the
primary insurance amount, the minimum family benefit is $15 per'
month. The only exception is where the sole eligible survivor is a

dependent parent, in which case as little as $10 per month might be
payable.
The maximum provisions under the committee-approved bill are

the lesser of $150 per month or 80 percent of the worker's average
monthly wage (but in no case would the latter provision reduce the
total family benefits below $40). The present maximum of twice the
primary benefit would be eliminated because it is unduly restrictive
on survivor families at the middle-income groups.
Under the House-approved bill, the same maximum provisions

would prevail as in the committee-approved bill. However, the
minimum primary insurance amount under the House-approved
bill is $25 for all workers even for those with very low wage levels.
Your committee, in liberalizing the eligibility requirements as to the

9.869604064
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amount of wages needed for a quarter of coverage as compared with
the action in the House-approved bill (as will be discussed in more
detail subsequently), believes that accordingly those who are permitted
to qualify under the committee-approved bill who would not qualify
under the HIouse-approv x: bill should have a somewhat lower mini-
mum benefit provision. On the whole, individuals who would qualify
under the House-approved bill would have an average monthly wage
of at least $34, and so under the committee-approved bill such indi-
viduals would have a minimum benefit provision of $25 per month
as in the House-approved bill. On the other hand, for those with lower
wages, who would generally not qualify under the House-approved
bill, the committee-approved bill would establish a $20 minimum.
C. New beneficiary categories
The categories of individuals who may receive benefits as dependents

of retired workers or survivors of deceased workers have been broad-
ened under the committee-approved bill.
Under present law survivor benefits are not payable in the event of

the death of the mother if both husband and wife are working and
are more or less equally maintaining the home for the children. Under
the committee-approved bill, such benefits are provided. Your com-
mittee believes that the revised provisions will better protect those
children whose fathers were not able to give them full supI)ort and
at the same time will not reduce the force of the father's legal obli-
gation toward his children. Also the committee believes that pro-
tection given to dependents of women and men should be made
more comparable by having benefits payable to the aged dependent
husband of the retired woman worker who was working at the time
she became eligible for old-age benefits and to the aged dependent
widower of a deceased woman worker who hlad been employed
immediately preceding her death.

In accordance with the intention of paying benefits to individuals
who have actually been dependent upon a deceased worker, the com-
mittee-apl)roved bill permits a divorced wife, as well as a widow, to
qualify for monthly survivor benefits if she has eligible children of
her former husband in her care, has not remarried, and was dependent
upon him.
D. Lump-sum death payments
Under present law the lump-sum death payments may be made

only if the insure(l worker leaves no survivor who could immediately
become entitled to monthly benefits. Thie amount of this lump-sum
payment is determined as six times the primary benefit.

Under the coommittee-approved bill, the lump-sum death payment
is paid under the same conditions as present law, but the amount
thereof is determined as three times the primary insurance amount
since the primary insurance amount is itself increased. Accordingly,
the average lump-sum (leath payment will continue to be about $160.
A new minor provision in regard to the lump-sum death payment

is introduced in the commiittee-approved bill so as to correct an
inequity now prevailing. For instance, in the case of an insured
worker who dies leaving only a child aged 17 years and 10 months, if
the primary insurance amount is $60, the child coull receive $45 per
month for 2 months, or a total of only $90, as compared with the
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lump-sum death payment of $180 that would have been available if
the child had been age 18 or over at the death of the insured worker.
The committee-approved bill provides that where there are eligible
survivors who could become immediately entitled to monthly bene-
fits, a residual lump-sum payment will be made if within the first
year after the death of the insured worker, monthly benefits paid do
not total as much as the lump-sum death payment. Thus, in the
example above a residual lump-sum death payment of $90 would be
available ($180 less 2 months' payments of $45). Furthermore, if the
child in this example had been in covered employment and because
of the employment income limitation (discussed subsequently) did
not receive benefits in either of the two instances, then under the
present law, nothing at all would be payable, but under the provision
in the committee-approved bill, the residual lulnp-sum death payment
would amount to the full $180.
Under the House-approved bill, the lump-sum death payment

would be available for all deaths of insured workers even though there
is a survivor who is immediately eligible for monthly benefits. Your
committee believes that in such instances, considering all of the pri-
vate life insurance protection in force or available, there is no need
for lump-sum death payments to be made under the social insurance
program.
E. Retirement age
Under present law old-age benefits (i. e. for the retired worker and

his wife, for the widow without children, and for the dependent parent
of a deceased worker) are payable only after attainment of age 65.
Under the committee-approved bill, as under the House-approved
bill, this minimum retirement age is maintained.
Your committee carefully considered the advisability of reducing

the minimum age at which old-age benefits are payable below the
present age of 65. However, cost considerations make any such
change inadvisable. For instance, the life expectancy at age 65 is
currently 12.1 years for men and 13.6 years for women, whereas at
age 60 the corresponding figures are 15.1 and 17.0 years, respectively,
or about 25 percent higher. Moreover, contributions would be paid
for fewer years if benefits were paid on retirement at age 60 instead
of age 65.

VII. EMPLOYMENT INCOME LIMITATION FOR OLD-AGE AND SURVIVORS
INSURANCE BENEFICIARIES

Under existing law any person on the old-age and survivors insur-
ance benefits rolls loses his benefits with respect to any month in
which he earns $15 or more in covered employment. If a retired
wage earner himself earns above this amount, not only his own benefit,
but also all benefits payable to his dependents are suspended.
Complete abandonment, or too drastic modification, of the income

limitation would be prohibitive in cost to the system. However,
in order to enable beneficiaries to supplement their social-security
benefits to a greater extent, and to encourage those who can do so
to engage in productive employment, the committee-approved bill
would increase to $50 a month the amount that may be earned by a
beneficiary without loss of benefits.
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To place the self-employed on a comparable basis with wage earners,
notwithstanding the fact that self-employment income is generally
computed annually and often will not be known with respect to a
single month of a year, the committee-approved bill provides that
an individual with net earnings from self-employment of not more
than $600 in a full year would not thereby be deprived of his benefit
for any month of that year. If a beneficiary's net earnings from
self-employment exceed the exempt amount ($600 in a taxable year
of 12 months), one monthly benefit payment would be suspended
for each $50 or fraction of $50 of income in excess of the exempt
amount.
There would be no limit upon the earnings of insured persons age

75 and over, or of their dependents age 75 and over, since compara-
tively few persons continue to work regularly at substantial wages
after that age. This provision has particular significance for self-
employed persons and others engaged in occupations in which retire-
ment is customarily deferred to an advanced age.

In view of the possibility that income from a trade or business may
represent merely a return on investment, or, even if personal effort
is involved, that the services may have been rendered in only some
but not in all months of the year, the bill provides that there shall be
no loss of benefits for any month in which an individual has not
rendered substantial services in self-employment.

There is no single rule under which the determination of whether
or not a beneficiary has rendered substantial services in self-employ-
ment in a particular month can be made. The factors to be considered
in such determinations vary with the diverse conditions characteristic
of the great variety of trades or businesses covered by the program.
Such determinations must be based on the facts of the particular case
with the aim of deciding whether by any reasonable standard the
beneficiary can be considered to have been retired in that particular
month. The bill provides for these determinations to be made in
accordance with regulations of the Federal Security Administrator.
The following factors, among others, would be weighed in making
these determinations:

(1) The presence or absence of a paid manager, a partner, or
a family member who manages the business.

(2) The amount of time devoted to the business.
(3) The nature of the services rendered by the beneficiary.
(4) The type of business establishment.
(5) The seasonal nature of the business.
(6) Thlle relationship of the activity performed prior to the

period of retirement with that performed subsequent to retire-
ment.

(7) The amount of capital invested in the business.
Illustrations of the application of these factors are given in the

section-by-section analysis of this report.
To prevent lag between the rendition of services in self-employment

and the deductions of benefits, beneficiaries would be encouraged to
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advise the Administrator when they render substantial services and
expect to earn more than the exempt amount (ordinarily $600). On
the basis of this advice, the Administrator would suspend benefits
concurrently with the beneficiary's receipt of income from his trade
or business. At the end of the year, the Administrator would review
the action taken in the light of the beneficiary's actual earnings for
the year, and make whatever adjustments are necessary.
The House-approved bill contains exactly the same provisions in

respect to this element as does the committee-approved bill.

VIII. INSURED STATUS FOR OLD-AGE AND SURVIVORS INSURANCE

In order to qualify for old-age and survivors insurance benefits
under present law, an individual must have either (a) quarters of
coverage at least equal to one-half of the number of quarters elapsing
since 1936 and before age 65 or death, or (b) 40 quarters of coverage.
The great majority ofyounger workers now in covered employment

will be able to meet these requirements and thus will have retirement
protection when they need it. However, that is not the case for many
middle- and higher-age groups. Eligibility requirements for the older
workers as difficult to meet as those of the present program (27 quarters
of coverage will be required under present provisions for those attain-
ing age 65 in July 1950) mean an unwarranted postponement of the
effectiveness of the insurance method in furnishing income for the aged.
In a contributory social-insurance system, as in a private pension plan,
workers already old when the program is started should have their
past service taken into account. The unavailability of records of past
service prevents giving actual credits under old-age and survivors
insurance for employment and wages before the coverage becomes
effective, but eligibility requirements and the benefit formula can and
should take prior service into account presumptively. In getting the
system started, it is important to make due allowance for those who,
because of age, will probably continue at work for only a short period.
The committee-approved bill provides for a "new start" in the

eligibility requirements. This "new start" would require the same
qualifying period for an older worker now as was required for an
older worker when the system began operation. The committee-
approved bill would require quarters of coverage for only one-half
of the number of quarters since 1950 (with a minimum of 6 quarters of
coverage required), but such quarters of coverage may include those
earned before 1951. Accordingly, any person aged 62 or over on the
effective date of the bill would be fully insured for benefits at age 65
if he had at least 6 quarters of coverage acquired at any time. Persons
age 61 would need 8 quarters of coverage; those age 60, 10 quarters
of coverage; those age 59, 12 quarters; those age 58, 14 quarters;
etc., with the maximum requirement for fully insured status never
exceeding the 40-quarter provision in existing law. (See table 6.)
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TABLE 6.-Illustrations of quarters of- coverage required for fully insured status for
old-age benefits

Hous Corn- Hous Coni-
Age attained in first Present ', ' rnmittee- Age attained in first Present ,iouse-n ittee-

half of 1951 law ·aplproOd approved half of 1951 law p approvedbl" ill ball hil bill

70 or over-- 6 64 ..--.....- 30 '30 fi
75----- 8 8 6 63 .......------ 2 32 32
74 ...-- 10 10 6 2 ................. 34 34 6i
73 122 6 61 36 36 S
72 ... 14 14 6 . ............... 3 38 I1
7 1.. I . 1I 6i 59 ....-- 40 4(0 12
70- 58 --......---- 40 '4(
69 ...-....---.-20 6 57 40 4(0 1
6iS---- 22 '22 6--...- 4)0 40
67- 24 224 6 55 440 20
66- 26 26 6 50..---------.. 40 0 30
65-------... 28 '28 6 45 or under 40 40 4)

I Or 20 quarters of coverage out of the last 40 quarters.
NOTE.--As to both the House-approved bill and the conmmittee-approvetl bill, the required quarters

of coverage may be acquired either before or after extension of coverage.

Not only would this liberalization enable many persons already aged
to draw retirement benefits immediately if they have coverage in the
past, but also would enable the newly covered groups to qualify much
more quickly. As a result, about 700,000 additional persons would be
paid benefits in the first year of operation, thus reducing the need for
public assistance expenditures by the States.

Considerable liberalization of the present requirements is particu-
larly necessary because of the decision to extend the program to cover
additional occupations in which millions of workers are engaged. As
a group, these newly covered workers will not have had the opportunity
to build up wage credits. Under the provisions which the House of
Representatives adopted, it would take such newly covered workers
5 years to become fully. insured. Your committee believes this is too
long a period. A "new start," treating those newly covered workers
in the same way that the program treated other occupational groups
when they were first covered, seems reasonable and fair.
The House-approved bill would also make it more difficult to obtain

a quarter of coverage than under present law since the present require-
ment of $50 in wages in a calendar quarter would be raised to $100.
Also under the House bill $200 in self-employment income would be
required for a quarter of coverage. Under the committee-approved
bill the present $50 requirement would be retained as to wages and
$100 would be established as the requirement as to self-employment
income.

While it would theoretically be possible to liberalize requirements
only for newly covered workers and to retain the present provisions
for all others, this is not a practical or desirable solution. Shifts
1)etween covered and noncovered employment are so common that it
would be all but impossible to establish a fair criterion for determining,
for the purpose of special eligibility requirements, which individuals
should be treated as belonging to a newly covered occupation. Any
liberalization designed to reduce the handicap of newly covered work-
ers must be a generally applicable provision.
The liberalization of eligibility requirements would apply only to

individuals living in the second month after the enactment of the bill.
This proposal is consistent with the provisions for increasing benefits
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for present beneficiaries. Considerable administrative difficulty would
arise if the new eligibility requirements were made applicable for
survivors of individuals who died before the amendment of the law.
Of the various possible methods of adjusting the fully insured

status requirement for newly covered workers, the one we recommend
seems to us to offer the advantages of uniformity and simplicity and
at the same time to provide a much-needed liberalization in the
requirements for all older workers. It would also reduce the dis-
advantages which many workers normally in covered employment
now face because of their work during the war in Government ship-
yards and munitions plants, emergency Government agencies, aad
other noncovered occupations.

Thle "new start" eligibility provisions would result in payment
of retirement benefits to a much higher proportion of the aged during
the early years of the system, but it would not increase beneficiary
rolls and costs in the later years since the eligibility requirements
would remain tihe same for workers now young.

COSTr OF INSURIANCE PRO(GRAM

IX. ACTUARIAL COST ESTI'IMATES AND FINANCING OF OLD-AGE AND
SURVIVORS INSURANCE

.Al. General
Estimates of the future costs of the old-age and survivors insurance

program are affected by many factors that are difficultt to determine.
Accordingly, the assumptions used in the actuarial cost estimates may
differ widely and yet be reasonable. Your committee recognizes and,
in fact, wishes to stress the difficulties involved in any attempt at pre-
cisely estimating tile long-range costs for the program. Because of
numerous factors, such as the aging of thce population of the country
and the inherent slow but steady growth of the benefit roll in any re-
tirement insurance program, benefit payments may be expected to in-
crease continuously for at least the next 50 years.

Thle cost estimates are presented here first on a range basis so as to
indicate the plausible variation in future costs depending upon the
actual trend developing for the various cost factors in the future. Both
tile low-cost and high-cost estimates are based on "high" economic
assumptions, which are intended to represent close to full employment,
with average annual wages at about the level prevailing in 1944-46,
which is somewhat below current experience. Following the presenta-
tion of the cost estimates on a. range basis, intermediate estimates (le-
veloped directly from the low-cost and high-cost estimates (by aver-
aging them) are shown so as to indicate the basis for the financing pro-
visions of the committee-approved bill.
In general, the costs are shown as a percentage of covered payroll.

It is believed that this is the best measure of the financial cost of the
l)rograln. Dollar figures taken alone are misleading because, for
example, extension of coverage will increase not only the outgo but
also the income of the system.
Your committee has very carefully considered the problems of cost

in determining the benefit provisions recommended. Also your
committee is of the belief that the old-age and survivors insurance
program should be on a completely self-supporting basis. Accordingly,
thle committee-approved bill, just as the House-approved bill, elimi-

67079-5O---3
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nates the provision added in 1943 authorizing appropriations to the
program from general revenues. At the same time, your committee
has recommended a tax schedule which it believes will make the system
self-supporting as nearly as can be foreseen under present circum-
stances. Future .experience may be expected to differ from the
experience assumed in the estimates so that this tax schedule, at least
in the distant future, may have to be modified slightly. This may
readily be determined by future Congresses after the revised program
has been in operation for a decade or two.
B. Basic assumptions for actuarial cost estimates
The following estimates have been prepared on the basis of high-

employment assumptions somewhat below conditions now prevailing.
The estimates are based on level-wage assumptions (somewhat below
the present level). If in the future the wage level should be consid-
erably above that which now prevails, and if the benefits for those on
the roll are at some time adjusted upward on this account, the in-
creased outgo resulting will, in the same fashion, be offset. The cost
estimates, however, have not taken into account the possibility of a
rise in wage levels, as has consistently occurred over the past history
of this country. If such an assumption were used in the cost esti-
mates, along with the assumption that the benefits nevertheless would
not be changed, the cost relative to payroll would naturally be lower.
As in the cost estimates for the plan proposed by the Advisory

Council on Social Security of your committee (S. Doc. 208, 80th Cong.,
2d sess.), two separate cost illustrations have been developed in order
to show possible ranges in benefit costs.
The low-cost and high-cost assumptions relate to the cost as a per-

cent of payroll in the aggregate and not to the dollar costs. The two
cost assumptions are based on possible variations in fertility rates,
mortality rates, retirement rates, remarriage rates, etc.

In general, the cost estimates have been prepared according to the
same assumptions and techniques as those contained in Actuarial
Studies Nos. 23, 27, and 28 of the Social Security Administration, and
also the same as in the estimates prepared for the Advisory Council.
It may be mentioned here that in all those estimates-as well as the
the present ones-there are the following important elements:

(1) In later years many women will be potentially eligible for
both old-age benefits and either wife's or widow's benefits. In
such instances, these individuals have been assumed to receive
full old-age benefits and any residual amount from the wife's or
widow's benefits, if larger than the old-age benefit. The numbers
of such individuals receiving residual wife's or widow's benefits
and the average sizes of such benefits are not shown, but the total
amount of such benefits is included in the tables giving the
amounts of benefits in dollars and as percentages of payroll.

(2) The effect of the maximum-benefit provisions will be con-
siderable. It ias been assumed that the number who would re-
ceive benefits in a particular case would include only those who
would receive benefits at the full rate plus one individual who
would receive partial benefits completing the maximum, and with
all other potentially eligible beneficiaries being disregarded.

The asumptions as to the major elements, population, employment, and
wages, may be summarized as follows:

(1) Population.-The low-cost estimates assume United States
1939-41 mortality rates constant by age and sex throughout all years.
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The high-cost estimates are based on improving mortality similar to the
National Resources Planning Board low-mortality bases, with an
assumed further improvement with time for ages over 65 to allow for
possible gains due to geriatric medical research.
The low-cost estimates assume birth rates wEich in the aggregate

are about the same as those for the United States 1940-45 experience,
which was relatively high. The high-cost estimates assume a decreas-
i ig birth rate in the future similar to the National Resources Planning
Board's medium estimate.

For both the low-cost and high-cost estimates no net immigration
is assumed.

Table 7 summarizes these population projections. In the year
2000, the total population of 199 million under the low-cost assump-
tions is higher than the 173 million under the high-cost assumptions
due to the higher birth-rate assumption under the former. The CTrre-
sponding figures for the aged group (65 and over) are 19 million and
28Y2 million, respectively; the high-cost figure here is higher due to the
lower mortality assumption. Also shown in this table are the latest
estimates for 1950. It will be observed that these are somewhat higher
than either of the two projections, especially as to the total population.
These two projections were prepared several years ago and have been
used as the base for a number of cost estimates, including those of the
Advisory Council, so as to maintain consistency in such estimates.
The actual population in 1950 is higher than in either of the two esti-
mates, principally because of the very high birth rates which have
occurred since the war. The long-range cost estimates attempt to
portray a trend without considering cyclical fluctuations, and so it
is not disturbing that the actual population at the moment is some-
what higher than in either of the projections.

TABLE 7.-Estimated United Sates population in future years
[In millions]

Age 20-64 Ago 65 and over All ages
Calendar year - - --

Men Women l Men Womenj Total Men ]Women Total

Latest estimates for 1950

1950-.....------.......--
19.91........................
1955........................
191'0........................
1970........................
19 -. ..- ..----- .-------

1990 .......................
0oo00......................

195 ........................
1955 .......................
1960) -. ..--....---------

1970........................
194)..........-....i.....---
1990.o------------ ---------

2000-...--------.--- ..-

'14'41 51..4... .
'6

'.4 44 88 5.4 6 . 11.6 76 76 151

Projection for low-cost assumptions

43 44 87 6.3 6.9 11.2 73 74 147
43 44 87 6.0 6.7 12. 7 76 77 153
44 45 89 6. 5 7. 5 14.0 79 80 159
47 48 95 7.1 8.8 15.9 83 85 ]68
60 60 100 7.8 10.1 17. 9 89 90 179
52 52 104 8.4 11.1 19.5 94 95 189
57 56 113 8.3 10.7 19.0 99 100 199

Projection for high-cost assumptions

43 44 87 6.4 6.0 11.4 73 73 146
44 45 89 6.2 6. 9 13. 1 75 76 151
45 46 91 7. 0 7.9 14.9 77 78 165
49 49 98 8. 5 10.0 18.5 81 82 163
50 50 100 10.4 12.4 22. 8 85 85 170
51 50 101 12.4 14.7 27. 1 86 86 172
52 50 102 13.3 16.2 28.5 87 86 173

NOTZ.-See text for description of bases of population projections

9.869604064

Table: Table 7.--Estimated United States population in future years
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(2) Employment.-Both the low-cost and high-cost estimates
assume close to full employment, although somewhat below the level
prevailing at the end of 1949. The previous estimates were, in general,
based on conditions in 1944-46. A change made in these estimates to
allow partially for the higher employment since then has been to
assume that all coverage figures (and thus resulting beneficiary
figures) are about 5 percent higher. Civilian employment averaged
about 53,000,000 in 1944-46, but in 1948 averaged 59,400,000, while
in 1949 the average was 58,700,000, both increases of over 10 percent.

(3) Wages.--Both the low-cost and high-cost estimates are based
on wage levels slightly bl)Clw existing ones. An average annual wage
of $2,400 is used for men working in covered employment in all four
quarters of tlhe year, and $1,625 for women.
The actual recorded wages for four-quarter workers may be coim-

pared with those used in the cost estimates, as follows:

McnI Women

Used in cost estilaltes ----..... $2, 400 $1,625
Actual 1944.------------ ... 2..300) 1,402
Actual 1945 ...-...... ................ 2, 293 1, 384t
Actual 1946 ------------ 2, 2 2 1, 478
Actual 1947.. -----....--.. -2,372 1, 598
A ctual 1948..---------- .. --------.---------. 2,4450 1,700

The table below compares the estimated proportion of the popula-
tion age 65 and over who are fully insured under the present limited
coverage and under the expanded coverage recommended in the
HI-ouse-approved bill and in the committee-approved bill:

Present coveragtc 11ouse-appl)lroved ill Colluunittee-a)pprlved
(Calenldar year ________ _____ _____ __ _ _

felll VWolell AIMen W'omlelln MIen Womllen

Percent Percent P'rccnt I'rcenlt Percni Percent
1951 ...----- ........-- 34-38 4-5 37-42 5-r 413--50 7-9
1955-.. .................. . 39--14 0-7 47-53 7-10 51--58 8-11
190 -----..-.......-.. 44-49 7-10 55-3 10-13 57- 1l 10-13
1970 ... 54-412 10-14 ;)-741 13-19 06 3-75 13-19
1980...-- ........... 1t-73 1I -22 73-82 20-27 73-83 20-27
1990 .... ---.. .. ...... 72-81 27-34 78-87 30 -37 78-87 30--37
2000-....-.............- 74 -84 35-43 81-90 39 4 7 81 --90 39-47

It will be noted that the above figures for women include only those
insured by their own empIloyment and not those eligible through their
husband's earnings. If the latter group had also been included, the
resulting figures would have been somewhat larger than those shown
for men.
As in previous cost estimates, no account is taken of the 1947

amendment to the Railroad Retirement Act, which provides for coor-
dination of old-age and survivors insurance and railroad wages in
determining survivor benefits.
Under the committee-approved bill voluntary coverage is permitted

for two groups, namely, State and local government employees who

9.869604064
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are not under an existing retirement system and employees of religious
denominations and organizations owned and operated by religious
denominationss. For the purpose of these cost estimates it has been
assumed that over the long range virtually all of these groups will be
covered as a result of voluntary action on the part of the employers
involved.
(?. Results of cost estimates on range basis

Table 8 gives the estimated taxable payrolls for the coverage pro-
vid(led illder the comimittee-approved bill and in accordance with the
assumptions made previously as to participation by State and local
governments and by religious denominationss. As indicated in the
previous section, the assumptions made as to wage rates are on the
low side (in order to be conservative) so that the total payrolls resulting
here are also somewhat on the low side.

TABEI,: 8.-Estimated taxable payrolls under committee-approved bill

I In billions]Cal endar yearLow-cost High-cost Calendar year Low-cost High-costCnalcrlar year Xestimate Istiatc Caleestimate I estimateestimateI

19-----------51----- $101 $103 19,SO ...--------------- $129 $126
1955. 106 101 9901 ....---- .-------- 137 128
1 )--- 110 11 ' 2000---.--------------.-. 146 129
1970 ---- 121 1i'1

t Based on high-employmient assumptions.

Since both the low-cost and the high-cost estimates assume a high
future level of economy ic activity, the payrolls are substantially the
same ui 1ler the two estimates in the early years. Accordingly, there
is little (liffereolee ill thle contribution illcollme ill the two estimates.
Tihe assumptions whi(h affect beilefits, however, have widely different
effects evenl in tlie early years of thlie program. The range. of error in
tile estimates, nevertheless, may be fully als great for contributions
as it is for benefits .

The taxable payrolls under the conmmittee-approved bill are slightly
lower than utnder the House-ai)pprove(l bill. The effect of retaining
the maximum taxal)le wage ati $3,000 per year, as in present law, rather
than increasing it, to $3,600 as inl the House-approved bill, more than
offsets the factor of the greater coverage in the committee-approved
bill.
Table 9 shows the estimate(l numil)er of monthly beneficiaries ill

current payment status under the committee-approved bill. Because
of the "lnew start" provision for determilling insured status the
number of beneficiaries under thle committee-approved bill in tlie early
years of operation is materially higher than under the H}ouse-approved
bill. Thus in 1951 this increase is about 700,000 persons (including
150,000 depend(lents an(l survivors as well as al)out 550,000 retired
workers). In subsequent years this difference decreases but even
eventually it is still present, though very small, chiefly (due to the
somewhat larger compulsory coverage under the commit ee-approved
bill.

9.869604064

Table: Table 8.--Estimated taxable payrolls under committee-approved bill
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TABLE 9.-Estimated tiumbers of monthly beneficiaries I under commnittee-approved
bill

[In thousands]

Old-age beneficiaries ' Survivor beneficiaries
Calendar year _ .o_ __

Primary Wife's*a Child's Widow's Parent's' Mother's Child's

LOW-COST ESTIMATE 4

1951--...----....- 2,033 598 57 348 19 200 700
1955 ........--.- 2, 203 668 60 640 28 262 9561960o .---.- ----- 2, 727 793 65 1,101 37 304 1,135
1970 .--. 4, 089 1,063 88 2, 031 42 349 1, 3171980).....--.--- 5, 685 1, 213 115 2,709 42 385 1, 4.16
1990..---- 7, 750 1,260 130 3, 029 39 417 1,576
2000 .------------ 8, 910 1,187 129 3,008 34 454 1,714

1110 1-COST ESTIMA'TE 4

1951 --.---

1955 .------ ...--

1960.---....--.-
1970.-------. -----

198)---.
19900-------------

2000---.-----

2,340 652 75 363
3, (X) 83(1 83 669
4,40 1, 190 101 1,133
6,043 1,661 119 2,074

10, 332 2, 153 130 2,788
14, 539 2,474 121 3,141
17,456 2, 599 86 3,08.3

31 242
48 303
69 320
90 302
97 280
941 265
90 255

688
871
901
808
718
6153
602

I As of middle of year.
3 I. e., for benefits paid in respect to retired workers.
a lDoes not include beneficiaries who are also eligible for primary benefits.

Includes husband's and widower's benefits, respectively.
4 Based on high-employment assumptions.

For wife's and widow's benefits,

Table 10 shows the estimated average benefits under the committee-
approved bill. These are given only for the calendar years 1951,
1960, and 2000, since irl general there is a smooth trend in the iilter-
vening periods. For 1951 the average old-age benefit will be over
$48 per month for a retired worker.

It will be noted that for old-age beneficiaries separate figures are

given for men and womIen, since the results differ greatly and since a
combination would obscure the trend. For men the average old-age
benefit will remain relatively constant after 1960; from 1951 to 1960
there will be soIlme increase due to the effect of thle "new start" average
wage. On the other hand, for women the average old-age benefit
shows a decrease over the long-range future because there will ulti-
inately be a large number of women receiving such benefits who did
not engage in covered employment for their entire adult lifetime after
1950.

TAIBLE 10.-Estimated average monthly benefit payments and average lump-sum
death payments under committee-approved bill

Category 1951 1960 20()0

Old-age primary.......-..- ...--.---..------ $48-$48 $50(-$f,0 $48-$49
\Male . .................................... . . .......... - 50 53-513 56- 57Female.--------------- 40- 40 39- 39 36- 38

W ife's I ........ .. ... ...------ 26- 2ti 27- 27 2 --28-29
Widow's I ..- .--..-------..------.--.------.--.------- . 37- 37 39- 39 43-4 3
Parent 's 2

........... .30- .30 29- 29 2- 29
'Chill's .-.-------..... 34- 34 3.5- .5 35-36
Mother's. ....------ ........................ 42- 42 4- 43 44- 44,umil)-sumrn death 4

..... ...-....-- ............ 150-150 150-152 141-148

1 Does not include those eliiible for primary benefits. Includes husband's and widower's benefits.
2 Does not incu1lule those eligible for priilnary, widow's or wi(lower's benefits.
3 Includes both child's benefits for children of old-age beneficiaries and child survivor beneficiaries.
4 Average amount per death.
NOTE.-Lower figure of range shown is for high-cost estimate, while higher figure is for low-cost estimate.

9.869604064

Table: Table 9.--Estimated numbers of monthly beneficiaries under committee-approved bill
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Table 11 presents costs as a percentage of payroll for each of the
various types of benefits. The level-premium cost shown for the
committee-approved bill is roughly 4% to 7% percent of payroll, or
about the same as for the House-approved bill and for the plan of the
Advisory Council. These level-premium costs are somewhat higher
than those for the original Social Security Act of 1935-namely, 5 to 7
percent-because of two factors not specified in the plans themselves:
first, a lower interest rate is used here-namely, 2 percent as against 3
percent--and, second, the program proposed is nearer maturity since
the benefit roll is now quite sizable; in other words, some of the period
of low cost has been passed through without building up the sub-
stantial funds which would have been accumulated if the original tax
schedule or original level-premium rate had been in effect in the past.

TABLE 11.-Estimated relative costs in percentage of payroll for committee-approved
bill, by type of benefit

[Percent)

Lump-
Calendar year Old-age Wife's' Widow's' l-arent's Mother's Child's2 sum Total

death

LOW-COST ESTIMATE

1951 .--. ..-- 1.11 0.17 0.15 0.01 0.10 0.31 0.05 1.80
1955- 1.22 .19 .27 .01 .13 .41 .06 2.30
1960 ---------------- 1.50 24 47 .01 .14 .48 .07 2.90
1970 2.11 .30 .84 .01 .15 .51 .09 4.01
1980 ------ . 2.71 .34 1. 10 .01 16 52 .10 4.94
1990 ---------------- 3.38 .33 1. 20 .01 .16 54 . 11 5.73
2000-3.56..29 1.15 .01 .17 .54 .12 5.84

Level premium .- 2.82 .28 .95 .01 .16 .51 .10 4.83

HIGO-COST ESTIMATE 3

1951-.-----------. 1.30 0.20 0. 16 0.0 0.2 0.31 0.05 2.15
1955 --------- 1.67 .25 .29 02 .14 .38 .06 2.80
1960.- . - 2.39 .35 .48 02 .15 .38 .06 3.84
1970 .--------------- 3.48 .47 .87 .03 .13 .32 .08 5.36
1980 ---------------- 4.91 .59 1.17 03 .12 .28 .09 7.19
1990-.-------.------ 6.61 .8 1.35 02 .11 .25 .11 9.13
2000-.--------.------ 7.74 .73 1.38 02 .10 .22 .12 10.32

Level premium 4.... 5.47 .58 1.06 .02 .12 .28 .10 7.63

1 Included are excesses of wife's and widow's benefits over primary benefits for female primary beneficiaries
also eligible for wife's or widow's benefits. Also includes husband's and widower's benefits, respectively.

2 Includes both child's benefits for children of old-age beneficiaries and child-survivor beneficiaries.
3 Based on high-employment assumptions.
4 Level-premium contribution rate (based on 2-percent interest) for benefit payments after 1950 and into

perpetuity, not taking into account the accumulated funds at the end of 1950 or administrative expenses.

Chart 1 compares the year-by-year cost of the committee-approved
bill with that of the House-approved bill and with the latest cost
estimates for the present law. As would be anticipated, the com-
mittee-approved bill has a higher cost throughout all years than the
present act, since benefits arc liberalized considerably. Similarly,
the committee-approved bill has a higher cost in the early years and
a somewhat lower cost later than the House-approved bill. This
results for the early years because of the much more liberal eligibility
and benefit conditions, while for the middle and later years these
factors are offset by the elimination of the increment and the perma-
nent and total-disability provisions. In the ultimate condition
.(year 2000) the cost under the committee-approved bill approaches

9.869604064

Table: Table 11.--Estimated relative costs in percentage of payroll for committee-approved bill, by type of benefit
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CHART I.

COST OF PROPOSED PLAN COMPARED WITH LATEST
COST ESTIMATE FOR PRESENT ACT
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more closely the cost under the House-approved bill since, under the
latter, benefits for insure(l persons wnho are out of covered employment
for a substantial period of time (e. g., married women) will be sharply
reduced by the harsh effect of the so-called continuation factor (not
incorporated in the committee-approved bill).
Table 12 gives the dollar figures for various future years for each of

the different types of benefits.
Table 13 presents the estimated operations of the trust fund under

the expanded program. The trust fund at the end of 1950 is estimated
to be about $132 billion. The figures for 1950 reflect the operation of
the present act for the entire year as to contribution receil)ts, but as to
benefit disbursements tlie figure includes payments made under tile
present act for the first 8 months of the year and under the bill for the
remainder of the year; the assumption is made here that the enactment
late will be some time in Jurae~ so that the liberalized benefit conditions
will be effective in August, with the first payments coming out of the
trust fund in September (some such assumption must necessarily be
inade in develol)ing cost estimates although thle enactmelIt date might
be somewhat earlier or later).

Tlihe future progress of the trust fund has been develol)e(l on the basis
of a 2-percent interest rate; following, some consideration will be
given as to the effect of a higher interest rate. Throughout, there is
the assumption that no Government. contribution to the system
is Made, since 1)oth the House-appl)roved bill and the committee-
applroved bill strike out the provision of present law which would
permit this.

TAB.LE 12.-Estimated absolute costs in dollars for committee-approved bill, by type
of benefit
[In millions]

Calendar
year Old-age

I
Wife's IWidow's' Parent's Mother's Child's 2 sum Total

death

IOW-COST ESTINIMATE

$1, 147
1,301
1,6(8s
2, 545
3, 4W9
4, 622
5,213

$178 $154
207 288
259') 513
3t62 1, 013
4132 1, I16
447 1, 146

I 42Y 1,(iSl

$7 $101 $319 $54 $1,960)
1(1 135 4:17 63 2, 441
13 158 523 76 13, 190
15 186 il61 11)1 4, 836
15i 205 676 127 6,367
14 2'2 7:39 1419 7,839
12 212 796 1619 8, 538

1951
1955
196I0....------..-
1970..-..
1980 ....-----

19W. ---.------------

2000.--------------

$1,332
1,763
2,640
4,2 )1
6, 171
8,472
9, 964

l(,1I-c(OSI ESTIMATE 3

$202 $164 $11 $122
263 305 17 152
389 536 24 1(63
566 1,0(o; 31 157
747 1,476 33 147
876 1, 726 32 139
946 1, 779 31 1:34

1951 ..
I955). . .....

IW ) ....

1970 .----

19so80 ...--..---....

19 )
2000

$317
400
422
388
352
321
287

$54
162
69
91

1ll
1:16
157

$2, 202
2, 962
4, 213
6, A)80
9, 037
11,702
13, 298

i Included are excesses of wife's and widow's benefits over primary benefits for female primary heemfilciarles
also eligible for wife's or widow's benefits. Also incldet(s lhusbad's and widower's benefits, resx'etively.

I Includes both child's benefits for children of old-age beneficiaries and child survivor benellits.
3 Iased on high-emil)loyneit assumpltionls.

9.869604064

Table: Table 12.--Estimated absolute costs in dollars for committee-approved bill, by type of benefit
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TABLE 13.-Estimated progress of trust fund for committee-approved bill
[In millions]

Calendar year Contribu- Benefit Administra- Interest on Fund at endCnrlions payments tive expenses fund a of year

LOW-COST ESTIMATE

19.50 -- $2, 575 $1. 118 $)55 $268 $13,. 7;5
1955..------------------------- 3,1)97 2,411 69 36° 18.715
1960.............................-5, l7 ., 1 82 530 28,012
19,70.-. ----. .- .---------- 7, 522 4, 8I0 111 1,101 57, 446
1980..--------- .------.-------- 8, 127 6,367 137 1. R81 91, 541
1990-...........-----...--.. 8. 641 7, 839 163 2, 465 12,, 027
2f)0..--.......-.......--- ... 9, 2.13 8,538 176 3,113 159, 021

nIGH-COST ESTIMATE I

1950 4 ..- ..-------- $2,575 $1,118 $65 $ 268 $13,475
19o55..-....- ....--.-.-.-.-.. . 3, (62 2, 962 98 324 16, 510
196.. . ...i-..........-....5, 189 4.213 124 40( 20,907
1970 ...-.-..-- ----.-------- 7,512 6, 480 169 659 34,.01
19.0 --..--------- --..---.------ 7,933 9, U37 219 784 39,321
1900I- --------.---8,-----8. 11.7102 270 398 18,355
2000----------- ------ 8,129 13,298 301 (1) (8)

i Combined employer, employer, and self-employed contributions. The combined employer-employee
rate Is 3 percent for 1950-55, 4 percent fur 1956-59, 5 percent for 1960 -4, 0 percent for 1965-69, and 6Y2 percent
for 1970 and after. T!he self-employed pay Yj of these rates.

2 Interest is figured at 2 percent on average balance in fund during year.
3 Based on high-employient assumptions.
4 See text for description cf assumptions made as to 1950.
& Fund exhausted iu 1995.

Under the low-cost estimate the trust fund builds up quite rapidly
and even some 50 years hence it is growing at a rate of $3Y billion per
year and at that time is about $160 billion in magnitude; in fact, under
this estimate benefit disbursements never exceed contribution incoIme
and evenI in the year 2000 are about 8 percent smaller. On the other
hand, under the high-cost estillate the trust fund builds up to a maxi-
mium of about $40 billion in 1975 but decreases thereafter until it is
exhausted in 1995; in each of tilhe years prior to the scheduled tax
increases (namely, 1955, 1959, 1964 and 1969) according to this esti-
mate the benefit (lisbursemnents are about 10 percent lower than con-
tribution income, while after 1975 benefit disbursements exceed con-
tributions in all years.
-These results are consistent and reasonable, since the system on an

intermediate-cost estimate basis is intended to be approximately self-
supporting, as will be indicated hereafter. Accordingly, a low-cost
estimate should show that the system is more than self-supporting,
whereas a high-cost estimate should show that a deficiency would
arise later on. In actual practice under the philosophy adopted in
H. R. 6000 and as set forth in this report, the tax schedule would be
adjusted in future years so that neither of the developments of the
trust fund shown in table 13 would ever eventuate. Thus, if experi-
ence followed the low-cost estimate, the contribution rates would
probably be adjusted downward or perhaps would not be increased in
future years according to schedule. On the other hand, if the experi-
ence followed the high-cost estimate, the contribution rates would
have to be raised above those scheduled ini the committee-approved
bill. At any rate, the high-cost estimate does indicate that under the

42
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tax schedule adopted there would be ample funds for several decades
even under relatively unfavorable experience.

rt'he effects of the new eligibility conditions and the new concept of
coraputing tile average monthly wage, when combined with the large
number of new persons brought into coverage, are particularly difficult
to estimate during the early years of operation. The number of per-
sons who will qualify and retire to get benefits is more uncertain on
the new basis than it is under present law because the qualifying
period is relatively short. While an attempt has been made to allow
for the very important factor of lag in the filing of claims, the benefit
estimates used for the early years in developing the trust-fund pro-
gression may be overstatements to some extent, and this might extend
to the figures shown for 1960.
D. Intermediate cost estimates

In this section there will be given intermediate-cost estimates, de-
veloped from the low-cost and high-cost estimates of this report.
These intermediate costs are based on an average of the low-cost
and high-cost estimates (using the dollar estimates and developing
therefrom the correspond(ling estimates relative to payroll). It should
be recognized that these intermediate-cost estimates do not represent
the "most probable" estimates, since it is impossible to develop any
such figures. Rather, they have been set down as a convenient and
readily available single set of figures to use for comparative purposes.

Also, a single intermediate figure is necessary in the development
of a tax schedule which will make the system self-supporting. Your
committee, in setting up a specific schedule, fully recognizes that this
is slightly different from What will actually be required to obtain
exact balance between contributions and benefits. However, this
procedure does make the intention specific, even though in actual
practice future changes in the tax schedule might be necessary. Like-
wise, your committee recognizes that exact self-support cannot be
obtained from a specific set of integral or rounded fractional rates,
but rather that this principle of self-support should be aimed at as
closely as possible.
The tax schedule contained in the committee-approved bill is as

follows:

Self-Calendar year Employee Employer employed

Percent Percent Percent
1050-5.5-. ....................................................... V4 24
1956-59-...-----.---.--------.--.------.---------.--.-..----2 2 3
1960-64--........................................................ 2 21 3
1965- 6 . ....................................................... 3 3 4
1970 and after-.....---........... ------......3..----3M 3.3-4 4.

The above schedule differs from that in the House-approved bill only
in that under the latter the first increase from the present rates would
occur in 1951 instead of in 1956. This tax schedule has been deter-
mined on the basis of the following actuarial cost analysis.
Table 14 gives an estimate of the level-premium cost of the program

recommended by your committee, tracing through the increase in cost
over the present program according to the major types of changes pro-

9.869604064
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posed, as well as a similar comparison for the House-approved bill.
A "level-premiull cost" may be defined as thle contribution rate
charged from 1951 on, which together with interest woull meet all
benefit payments after 1950 (including the benefit payments to those
onil the roll prior to 1951 and the increases which they receive through
the conversion table). This level-premium rate would produce a very
considerable amount of excess income in the early years which, in-
vested at interest, would help considerably in meeting the higher
benefit outgo ultimately.
TABLE 14.-Estimated level-premnium costs as percentage of payroll by type of change

lfouise-ap- Commliit t(ee-
lproved ill al)l)rove(d ill

Percent P'rcel!
Cost of benefits of present law. . ...... 4. 'l 4.50(,
Effect of Iroplowed changes:

Bellefit formtl illa --..- + 1. 30 + I. 70
(an) New benefitt I)(rc tag( s -------. (+3.0(--) (+3. 70)
(6) New aVerage wage b.tsis- (-.1-)) (+. 05)
(c) edluictioninii n renivit --.. .. . ...... (-.!X-) (-2. 05)
(d) Increase in wage base .---- ..--(-.- 0) (3)

Liberalized eligil)ility condit ions - ..-......... -- 05 +. 10)
Liberalized work clahise . .15 +. 15
Revisedhlllpj)-siti death !paymiint- - --.-05. i.t
Additional survivor benefits ............................. 4+ . 10 + 15
Extension of coverage -------------- -.30 -. 35
I disabilityy ben fits -. ....-.-- + 5.5 (3)

Cost of tben fits under bill.---.----.------------------------------- 1.30 . 15
Administrative cost(o---t-s .------- 15 +. 15
Interest on trist find at end of 1l.l51)- ---.......---..--..---....--. 20-. 2()
Net level-p)remiumn cost of bill -.--- .-------------. .25 1. 10

I Inlitinl iiigitilin iind1l mni.xilniinl benefit provisions.
2 For l[ouse-alpproved hill, incl( ding so-ctilMed conlimluation factor,
3 Not in (0coillittee-applroved bill.
1 Incl iKling lier rate for (irst survivor child, more liberal eligibility conditions for dleterinining cild

del)endelley on niirried women workers, higher rate for parents (loluse-alli)roved bill only), wife's benefits
for wives under f.5 with c'hildrel (HIoulse-applroved hill only), and husbalidl's anld widower's benefits (coll-
mIittee-.a l)proved bill only). I

NOTg.--FiirllTSrelsit only to b)Iefit pay): lents-'lfter I0M). Figures in lparenthesis are subtotal figures.
These figures rel)resent an iiiterilldial(t estilhate which is subject to a significant ranle because of the xissible
vari:tiol ill the cost factors involvedl in tile future. iThe (O putmations are based on a colil)(lUnd interest
rate of 2 percentt per anluin The order ini which these various chaliies are considered in this table affects
how miluch of I lie increase inl cost is atti ributed( to a spleciflc element.

It should be emphasized that your committee does not recommend
tilat the system be financed)ly a high, level tax rate from 1951 on
but rather has recommended all increasing schedule, which--of
necessity-will ultimately Ihave to rise higher than thle level-premium
rate. Nonetheless, tillis graded(l tax schedule will produce a consider-
able excess of income over outgo for many years so that a sizable
trtst fundl will arise; this fund will be invested in Government securi-
ties (just as is much of the reserves of life insurance companies and
banks, and as is also the case for the trust funds of the civil service
retirement, railroad retirement, national service life insurance, and
United States Government life insurance systems), and the resulting
interest income will help to bear part of the increased benefit costs of
the future. For comparing the costs of various possible alternative
plans and provisions, the use of level-premium rates is helpful as a
convenient yardstick.

It should be emphasized that the order in which the various changes
in table 14 are considered (determines in many instances how much of
the increase in cost is attributed to a specific recommendation. For

9.869604064

Table: Table 14.--Estimated level-premium costs as percentage of payroll by type of change


460406968.9



SOCIAL SECURITY ACT AMENDMENTS OF 1950 45

example, for the House-approved bill the increased cost arising from
the revised lump-sum death payment is shown as a negative figure
or, in other words, as a savings in cost. Under the House-approved
bill there are three important cost factors in respect to the lump-sum
leath payment, namely, (1) the higher general benefit level due to the
change in the benefit formula; (2) the reduction in the relation that
such payment bears to the primary insurance amount (from 6 times
such amount under present law to 3 times); and (3) the granting of
such pl)yment for all insure(l deaths, rather than only for deaths where
no immediate nlonthly l)enefit is available. If the combined effect of
all three factors is considered, there would be an increase in cost of
0.05 percent of payroll, but since the first of these factors had previ-
ously been considered in table 14, thle net effect of the other two factors
is the indicated reduction in cost of 0.05 percent of payroll. On tlhe
other hand, under the committee-approved bill, the third factor is
not included, so that the net effect in reality is virtually no change in
cost, but a reduction of 0.10 percent is listed in the table since an
increase of about 0.10 percent was included for the lump-sum death
payment in tlhe increased cost due to the revise(l benefit formula
shown above.
From table 14 it may be noted that the net level-premium cost of the

committee-approved bill is about 0.15 percent of payroll lower than
the House-approved bill. There are a number of changes in the com-
mittee-al)proved bill from the House-approve(l bill which increase
costs, while there are somewhat more offsetting changes in the opposite
direction. Increases in cost (taken as ait whole, rather than considered
in any particular order) as a percentage of payroll are apI)roximately
as follows:

IcfreiaeItem: (perrnl)
New benefit formula giving 15 percent, of average wage beyond $100

instc ea d o f 10 perce n t ............................ ...... ... 0 . 5
More lil)eral basis fordleterminillg average wage,Inot usiing the so-cal:(le

cointiuation factor -... .6
Iletentionl of the maximum taxable and cred(itabl)e wage base at tle

present $3,000 per year-. 15
Nlore liberal survivor benefits formlarried(l wo.en.-------- .05\Nlore liberal immedi ate eligil)ility conditions- .. -.. .--. ---- .( 05

Total- ..... ............................. 1. 35

Correspondingly, decreasess in cost as a percentage ofpayroll for
tlhe colnmlittee-apl)rove(l bill as comll)are(l will tlie I fouse-al)prove(l
bill are approximately as follows:

D)ecreast
Item: percentt)

Elimination of disability benefits ..-..-.- 0. 5
Elimination of inerenient- --- 9
Retention of present basis of eligibility for llmp-sulm death)ayment-- . 05
Greater extension of coverage --......... .05

Total ----------------------------- 1.5

As will be seen from table 14, the level-premium cost of tlie present
law-taking into account 2 percent interest-is about 4./ percent of
payroll; this is consi(erally lower than the, cost was estimate to be
wheli thle program was revised in 1939, largely because of the rise in
the wage level which has occurred in the past decade (higher wages
result in lower cost as a percentage( of payroll because of thie weighted
nature ofthe benefit formula).

9.869604064
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Under the committee-approved bill the level-premium cost of the
benefits is increased to almost 64 percent of payroll. However, this
figure must be adjusted slightly for two factors, namely, the adminis-
trative costs, which are charged directly to the trust fund, and the
interest earnings on the present trust fund, which will be about
$13% billion at the end of 1950. Considering all of these elements the
net level-premium cost of the committee-approved bill is shown to be
about 6.10 percent of payroll as compared with about 6.25 percent
for the HIouse-approvewd bill.
As an indication of the effect of various factors on the estimated

actuarial costs, it may be pointed out that if an interest rate of 2Y2
percent were used rather than 2 percent, the net level-premium cost,
of the committee-approved bill would be re(luced to about 5.8 percent.
(The interest rate which determines the yield of new investments for
the trust fund is now 2.23 percent, but until it rises to 2.25 percent,
such investments continue to be made at 2Y8 percent.)

Table 15 and chart 2 compare thle year-by-year cost of the benefit
payments according to the interrnediate-cost estimate, not only for the
committee-approved bill but also for the present act and the House-
approved bill. These figures are based on a level-wage trend in the
future and do not consider cyclical business trends (booms and
depressions) which over a long period of years will tend to average out.
The dollar amount of the increased cost in 1951 of the committee-
approved bill over the present act is substantial (about $1% billion),
but the cost as a percentage of payroll does not rise greatly. This
results from the increase of the total covered payroll due to the newly
covered categories. In contrast with the House-approved bill,
the benefit disbursements in 1951 will be about $400 million higher,
principally due to tlhe more liberal eligibility conditions which will
bring onto the rolls many now ineligible and also in part due to the
somewhat more liberal treatment accorded the existing beneficiaries
nowv on the roll.

TABLE 15.-Estimated cost of benefit payments under present act, Ilouse-approved
bill, and committee-approved bill, intermediate-cost estimate

Amount (in millions) In percent of payroll

Calendar year HPrqesthIouse- Committee- Present House- Committee-
rt,.<t approved approved est approved approvedbillact bill bill billct

Percent Percent PeTcent
1951 ...--------- --$-------.----- 5 $1,715 $2.08 2 1.02 1. 2 2.02
1955 .....---.------.-.- 1,2I04 2, 679 2, 701 1.59 2.40 2.55
190-()..........I......-- 1,766 4.0 ;i 3,716 2.10 3 58 3.37
1970 -..-... ..-........ 2, 932 , 221 5, 658 3.11 5. 01 4.08
1980 ...-----... .. 4, 332 8.312 7,702 4.24 6. 37 6.05
19 -0....------------..--------..- .. 5,817 10, 3'S 9. 770 5.41 7.59 7.37
2000 -----------......---...-- 6,1,1:l l, 32S 10,919 6.03 8.01 7.94
Level-premn iuim:

At 2 percent Interest.--.-.... 4. 50) 6.32 6. 18
At 2'1 percent interest -.. . .... 4.40 6. 15 . 01
At 2;i percent interest---- :::-------- 4.25 5.99 6. 85

I Includes cost of pern:mient and total disability hene!its, which are not included in committee-approved
hill. These amount to about $50 million in 1951, $250 million in 1955, $500 million in 19W0, and $800 to $900
million in 1980 and after.
NOTE.-T'hese figures represent an intermediate estimate which is subject to a significant range because

of the possible variation in the cost factors involved in the future. For definition of "level-premium," see
text.

I -
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Under thle commlittee-approved bill benefit costs expressed as a

percentage of payroll, according to the interlne(diate estimate, (do not
exceed( the emlloyer-emiployee combined tax rate until about 1985.
In other words- according to this estimate, for approximately the
next four decades income to the system will exceed outgo; subse-
quently there will be discussed the possible effects over the next few
years of unfavorable economic con(litions.

Table 16 presents costs of benefits under the commlittee-approved
bill as t percent of payroll for each of thle various types of benefits
and(l is compal)rable with table 11 of the previous section.
'PTA1l\I:(6.--1Fstimatled relative costs in percentage of payroll for committee-approved

bill, by type of benefit, intermediate-cost estimate I

('Calendar year

1951
1955 .-------
19W) -.. ....--

1971) --------..-----
I98)--..- ....--

19 --.-----------.-.

21X)0..-----.

Level-prelmium 4 ....

!Percent]

Ohl_-a; _e V jWife" 2 i 'sWi 'Irent 's NMot her's

1.20 0.18 0.15 0.01 0.11
1.41 22 .28 .01 .14
1. 94 .2 .18 . 2 .15
2.79 .38 .85 .02 .11
3.8) .11 1. 14 .02 1t
4.91 .9) 1.27 .02 .14
52 .50 2i .02 .14

4.10 .43 1.X) .02 .1

I Based ont high-eil)loymient assuiml)tions. These intermediate costs are based on anl average of the
dollar c ostsalid lligh-cost estinlates.

2 Incl(dedl are excesses of wife's and widow's benefits over p)riary benefits for female primary beneficiaries
also eligible for wife's or widow's bellefits. Also includes husband's and widower's benefits , respectively.

3 Inlei(los both ch(1illd's he)n(fits for children( of oldl-age bene(flciaries and chill-survivor beneficiaries.
4 Ievel-premiuim ncoitri hilioqi ratl, (b})lse on 2-p1)rcent intir(est) for beInefit payments after 1950 and in-

to pIer1( (it y, not t-iking into accoIlit the accl Illate(lfunIls at. thlie endl of 1950-or admlin istrative expenses.

Table 17 gives tll1(edollar figllres for ;various fillti re years for each of
ilie (difire lt typj)es o)f beI)llefils for till' ilitermnediat cost( estiimate and
is coinpar}Il(b t( table 12 of ti(e 1)(revio)ls s(ectiol. )total b)(elefit,
payl)ntilts aresl'owii to rise from abliot $2 billion ill 1951 to $1 1 billion
50 years helce.

TA L't: 1 7. ---,.ltii dled absoltl costs for ('coml mitte-(app)roved bill, by type, of beneJit,
itttermediatc-cosC estiimatc

[In millions]

Ca':lelndar year {

I9 1.I ..

19)55.
19( ) -- .

1970
19S)...-.104). - . ...2<X)0(1

. ....MM--------~~~~~~~~~~~~~

Ol-a:g" Wife's 2

$1, 2401 $19(1
1, 532 2:35
2. 141 321
3.372 .411.i
4, 33; 590)
6, 5 1717;I2
7,. 5,9 ti8

Wi w's2;2 P ret's

$159 $9
2916 14
52.1 18

1, (:1)l 23;
1, 4411 21
I4,1; '23
1, 7301) 22

Other's (huild's

$112 3
,1 481
I0( ,17:3
172 199
17l 514

18I 535lh81

I 1:1sed on hiil-empllloylonil t assumptionll. 'T'he,'.e intllerIell(diatle coIsts a;rt leased on anl average of the
dollar costs under tlhe low-cost and hligh-cost estimated.,.

2 Included are ('xce5ss(s of wife's and widow's benefits over primary benefits for female primary benefi-
ciaries also eligible for wife's or widow's benefits. Also includes husband's and widower's benefits, re-
spectively.

3 Incl,(des both lhild's !eieefits for children of old-age bleefneiaries and child survivor beneficiaries.

Table 18 presents tlle estimated operation of the trust fund under
tlhe commllitte(e-al)prove(d bill accorllilng to the intermediate estilmat(
(using ta 2 percent interest rate) and is comparable to table 13 of the

child'ss

0.31
.39
.43
.41
.40
.40

.40

luml)p.
sium
death

0.05
.06
.07
.08
.09
.11I
.12

.10

Total

2.02
2.55
3.37
4.68
6. (15
7.37
7.94

6. 18

Slilllll1,1111p-
deatlh

$54
62
73
98
119
112
1:3

Total

$2, 082
2, 70)1
3, 71l6
5, 6s58
7, 702
9, 770)

10, 919

I

9.869604064

Table: Table 16.--Estimated relative costs in percentage of payroll for committee-approved bill, by type of benefit, intermediate-cost estimate
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previous section except that figures are shown for single calendar
years from 1950 to 1955. The estimated contribution receipts for
1951 are not greatly in excess of those for 1950, because for the vast
majority of self-employment covered by the bill the tax return will be
made on. an annual basis and thus in the following calendar year
(before March 15, 1952).
T. L, 18S.- E'stimnatedl progress of trust fund for corn mittee-approved bill, inter mediate

cost estimatea

[ II'miiillion)s]

('liir, arCs('ontribu-Ben__fit pay- Administra- Interest on Fund at endu.t ir^(.otions 2 fments tivec expenses fllnd 3 of year

19W504-------- $2, 575 $1, 118 $65 $26i8 $13, 475
1951 .... ....-......-....----2. 718 2, 081 72 275 14,315
1952....- 3, 02. 2,236 75 203 15, 321
195)3 . ..---, 01) 2,392 78 312 16, 209
1951 ...-........-.-..,--------3,68 2, 547 81 329 16. 978
1955. 3, 09 2,702 84 343 17, 62,5

1960 .- ---. 5, 178 3.716 103 467 24,479
1970 7,527 5,658 140 88() 45, 731
198(-. 8. 030 7, 7(12 178 1, :301 66, 4'22
1990 8, 363 9, 770 216 1,431 72,181
2(100 8, 81 10, 918 238 1,276 63,836

t Based on highli-employment assumptions. These intermediate costs are based on fll average of the
dollar costs untrader the low-cost and high-cost estimates.

2 ('Combined(l employer-employee contribution schedule is as follows: 3 percent for 1950-55, 4 percent for
1956-59, 5 percent for 19;0-61, 6 percent for 19I5-69, and fi)6, percent for 1970 and after. The self-employed
Iay a of t lese rates.

3 Interest is figured at 2 percent on average balance in fund during year.
4 See text for description of assumptions made as to 1950.

Accor(litlg to table 18 the trust fund grows steadily re.iching a maxi
tlium of al)out $72 billion shortly before 1990, and then declines slowly
thereafter. Under the House-approved bill the trtlst fund grows
som.newhlat more rapidly, in part, because the first tax increase over
present rates is instituted in 1951 instead of in 1956 as in the com-
mittee-a)lprove(d bill and, in part, because benefit disbursemenlts in
the early years are lower than under the committee-approved bill.
Thus under the House-approved bill, according to the intermediate
(stinmate, tlle trust fund increases to $25 billion by the end of 1955 as
comparedd with $172 billion at the same (late for the committee-
approved bill; this difference of about $8 billion is maintained for
almost 25 years. The maximum size of the trust fund under the
House-approved 1)ill, according to the intermediate estimate, is
about $75 billion.
The fact that the trust fund declines slowly after 1990 indicates,

tllhat under thl commintte-approved bill, as is also the case in the
l house-approlve(l bill, the proposed tax schedule is not quite self-
su)pporting but is sufficiently close for all practical purposes consider-
ing tlhe uncertainties and variations possible in the cost estimates.
Thlms in regard to the ultimate 6Y2 percent employer-employee rate,
the House Ways an(l Means Committee stated as follows:

If a 7-percent ultimate employer-cmnployee rate had been chosen, the cost esti-
mates (developed would have indicated that the system would be slightly over-
financed. Your committee believes that it is not necessary in such a long-range
matter to attempt to be unduly conservative and provide an intentional over-
change-especially when it is considered that it will be many, many years before
any deficit or excess in the ultimate rate will be rletermined and even at that time
it will probably be of only a small amount.

67079-50-4
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Your committee concurs in this statement and has acted accordingly
in its bill.

Detailed calculations have also been made for the intermediate-cost
estimate for the committee-approved bill to show the effect of using
a different interest rate than 2-percent and the results are shown in
the following table:

Fund at end of year (in billions)
Calendar year

2-percent 2Y4-percent 2¼-percent
Interest interest Interest

1950 .. . . ....................................................... $13.6 $13. 5 $13. 5
1960--- --...-..-----.-.-.-.---.... . ....-----------------.. 24.5 25.0 25.5
1970..........-- ------------.-- ---------- --.- ------------------ 45.7 47.3 48.9
1980..- .... ....- ..... .......--- ----- 66.4 69.9 73.6
1990 ..- ...----- .------- .-.- ..---- .------- .........- .-----72.2 78.5 85.3
2000 ....--- . ..........---------------------------------------.. 63.8 73.6 84.5

If the interest rate is taken as 22 percent (it is now very close to
24 percent), the trust fund would reach a peak of $86,000,000,000
some 45 years hence and would decline very slightly thereafter. In
fact, the tax schedule in the committee-approved bill would, under the
assumptions used under the intermediate-cost estimate, place the
system virtually on a self-supporting basis if the interest rate on the
trust fund is as high as 2% percent.

Detailed computations have also been ma(le as to the estimated
progress of the trust fund under the committee-approved bill up
through 1955 un(ler unfavorable economic conditions. (See table 19.)
It is assumed that the benefit disbursements would follow those in
the high-cost estimates previously presented except that further
increases have been arbitrarily assumed, amounting to 20 percent
relatively for 1955 and 'proportionately smaller relative increases in
the preceding years. At the same time it has been assumed that.
contribution income would be decreased by 10 percent in 1951 and by
25 percent in each of the following years (it should be mentioned
again that based on current conditions, it would appear that the
estimates of contribution income used previously were conservative
in that they tend to be somewhat on the low side anyway so -that
these arbitrary reductions here represent even greater actual reduc-
tions over present conditions).
TABLE 19.-Estimated progress of trust fund for commnittee-approved bill under

unfavorable economic assumptions l

[In millions]

Cnntrihu- Benefit Administra- IdteresdatCalendar year- tribu- p3ayeflts|onfvndeoenelfaoe
expenses on fund year

1950 ................................ ....... $2 $1,118 $65 $268 $13, 475
1951 -...----- ........... .. 2,456.0 2, 290 81 270 13,830
10'2 -................... ....2.-. 2259 2. 583 82 27.3 13.i697
19.3............-.....-...._.. 2, 276 2, 892 88 267 13. 21)
19r4 .-.----.-- *-....2, 29!1 3, 216 95 255 12, 198
19-5.......-. 2,312 3, 554 101 237 11,392

I See text for assumptions and bases.
I Cniii.,ied employer-employeo contribution rate is 3 percent for all years shown. The self-employed

pay 234 percent.
I Interest Is figured at 2 percent on average balance In fund during year.

9.869604064

Table: [No Caption]
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Under these unfavorable economic assumptions, the benefit pay-
ments exceed the contributions for each year after 1951, with the
difference in 1955 amounting to over $1 billion. As a result, the trust
fund reaches a peak of $13.8 billion at the end of 1951 and declines
slowly thereafter, but remaining above $13 billion until after 1953.
At the end of 1955, the balance in the trust fund is $11.4 billion, or
only slightly less than the balance at the end of 1949 ($11.8 billion).
Accordingly, even with unfavorable economic conditions in the next 5
years, the trust fund, along with the tax income, will still be ample to
meet the benefit obligations of those years.
The preceding cost estimates take into account the special benefits

provided for veterans, since, under the committee-approved bill, the
additional costs thlerefor are met from the trust fund from time to
time as they arise; under the present law and under the House-
approved bill such additional costs are met from the General Treasury
as they arise. The benefits contained in present law (namely, sur-
vivor I)enefits for veterans who die within 3 years after discharge) are
continued. Further, under the committee-approved bill it is proposed
to give wage credits of $160 for each month of military service, not
only to veterans built also in respect to those who died in service.

It is estimated that the total cost of these veterans' benefits will
amount to about $300,000,000 spread over the next 50 years. There
will be a very considerable outgo over the next 10 years in respect to
the children and widows of men who died in service. For this group,
the increased outgo from the trust fund will be about $20,000,000 .in
1951 and will average about $15,000,000 a year over the next decade.
However, since by 1960 virtually all of these children will have attained
age 18, the disbursements for this group will fall off quite sharply and
will not thereafter be of any significant size until about 35 years from
now, when the windows will be reaching retirement age. The remain-
(ler of tlhe cost of these veterans' benefits is in regard to veterans who
did not (lie in service; the bulk of such cost will arise some 40 to 50 years
hence.

Under-the House-approved bill, the cost for these veterans' benefits
would have been about $1Y billion, all of whici would be met, over the
years, out of the General Treasury. Under the committee-approved
bill, this benefit cost would be reduced by 80 percent (and none would
be met by the General Treasury), principally because of the "new
start" provisions as to average wage and insured status and because
of the elimination of the increment.
E. Combined withholding of income and employee social security taxes
The committee-approved bill would make an important change in

the tax-collection procedure which, however, would have no effect
on the actuarial basis of the system, but would result in greater sim-
plicity for the taxpal)yer and in administrative economics. This change
would provide for a single combl)ined(l withholding of income tax and
employee social security tax applicable generally in those cases in
which wages paid to thle employee are subject to withholding for both
classes of tax. If tlle employee's wages are not subject to withholding
for income tax purposes, combined withholding will not apply. For
example, in tile case of wages paid for domestic service in a private
home or for agricultural labor, combined withholding is not applicable,
since such wages are not subject to withholding for income tax pur-
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p)oss. Under((' t lese provisions for combined withholding, employers
vould no hlolger )be required to make separate determinations of the
amount of income tax and the amount of employee social security tax
to be withhell oll the samesa age payments. Instead the combined
employee social security tax and income tax would be determined
from a wage bracket table or, at the employer's election, on the basis
of the p(ir(centage letho(l.

T'lie total tax witlliel(l from each employee during the calendar year
would be allocate(I to employee social security tax and to income tax
oil the Ibsis of watres stlb)ject to employeee social security tax for tl('
year. Utl(lCer tlt(, allocat~ioJl formula thle excess of the total comlbilled
tax withlileld over I ,percent (the employee rate through 1955) of
the wages sl)bj 'ect to emll)loyce social security tax would be attributed
to inlconi tax witllheld.

tnderlliel propose( l provisions, employers will fiurnish employees a

sigl,a,itila;t.iall r''ccipt coveringgbiothl taxes, instead of tlhe two separate
recent' l)lS req(lire('. Trlh' recipl)t will show the amount, of wages
s-l!)ject t ) illploy(,t. social sectilrity tax, thle amount of neml)oy c social
sec.(trity t;ax, tl Il mlo1l()ilut of wages stIb)ject to intcoelle tax withholding,
atidl the auni(,ilit of inlcolme tax witilieldl. In addition, un(lder li
propose(l provisions, it, is contemlpl)laIted that, collectors will b) pe)r-
,littedl to make a sigle' a>;css.ssmiit. of social sectilrity tax anl(I in(omec
tax witlvliel(l, atl(I will be relieve( of (hltal interest an1(tlp)(alty com-
)11ta.t tiol1s as w\ll-as tl eiril' plreselnt (ltty of keeping tlie social secrliity
i x collec'tioins segeatd('from the p)ayelnerts of income tax withheld.
.A))prol)riations to tlie trustfundi(l of amouilnts eq toaltito ,le social

s.ct trirvtax will Ie at t oriz (1 l the basis of taxa ble wages rel)orte(I
to th(e Bureau of internal l(eveiu(e.

PIUIIJIC ASSITA NC E

X. GENERAL STATEMENT

Under tli(e Social Sectiurity Act of'1935, th(e Fe(lral (Governtimellt
assuied(l responsibility for assisting tl(, States Indl localities to pro-
vide public-assistance payments to the nee(ly aged(, to thle nlv(ly blind,
and to dependentt children. Tlime original j)rovisions of' tle acet obli-
gatedl the Fe(leral governmentt, to match State and( local cxpei(lditutres
on a. 50-50 basis within indlivi(lual maximums of $30 a i.onth for old-
age assistance and aid to tle blind(; for aidl to (lepen(den.t children, the
Federal share was one-third withliil maxi muins of $ 18 for the first
child and $12 for each additional child. In 19.9, tlhe maxilnulins for
old-age assistance and( aid to thle linedd were 'raised to $40 and tlhe
Federal matching for ai(l to depen(lent children was eltlblislhed( on) a
50-50 basis.
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In 1946 and again in 1948, Federal financial participation in public-
assistance payments was sub)stantially inerease(l. In 1946, Federal
funds were inade( available to the States under matching formulas
'which established the Federal share of assistance payments at two-

thlirds of the first $15 of the average monthly paymllent per recipient
l)lus one-half the remainder within maximums of $45 for old-age
assistance anid aid to the blind. For aid to dependent children, the
Federal sliare was two-thirds of the first $9 of the average payment
p)er child plus one-half the remainder within maximums of $24 for the
first child and $15 for each additional child in a family.

In 1948, the matching formulas were revised so the Federal share was
increased to three-fourths of the first $20 of the average monthly pay-
ment per recipient plus one-half the remainder within Inaximums of
$50 for old-age assistance and aid to the blind. For aid to dependent
children, the Federal share was increased to three-fourths of the first
$12 of tlte average lpaymentt per child plus one-half the remainder within
maximum s of $27 for the first child and $18 for each additional child.

IUnder the 1946 and(l 1948 amendments to the publ)lic-assistance pro-
visions of tile Social Security Act, the States were ena(l)led to increase
their mlont.hly ol(l-age assistance and aid-to-the-1)lind payments to
recil)ients as much as $10 per month ($5 in 1946 and $5 in 1948)
without increasing the amioulnt of State and local exl)enlitures per
recipil)ent. Similarly, in aid to dependent children, the States were
enabled to increase( the monthly payments $6 per cliild. These liberal-
izations of the public-assistance programs without coml)ara)le liberali-
zation in the old-age and survivors insurance program have resulted in
ipll)lic assistance continuing to be the major method of affording pro-
tection against the economic hazards of old age an( death.
The committee-approved- bill is designed( to have the insurance

1)rogrami l)('colle the basic method. The strengthening of old-age and
survivors insurance will reduce, the need for public-assistance expendi-
t u(,es. T1'he broad extension of coverage, the increase in benefits, and
the liberalized eligibility requirements of tlhe insurance program
will decrease tlhe number of p1eol)le who will have to depend on the
assistance I)rogramns. Therefore, your committeee )believes that the
only major modifications in thel public-assistanice )programs necessary
at thllis time are those outlined thereafter.
Tables 20 and 21 present (lata by States oil the three p1ublic-assist-

,aince progranis showing numbl)er of recipients, average monthly pay-
ments, and annual costs of assistance subdivided into Federal share
aind State and local share. 'h'lese (atat relate to September 1949, the
latest month for which (data showing the source of funds for each State
tire available.
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TABLE 20.--Old-age assistance and aid to the blind: Number of recipients and aver.
age payments for September 1919 and annual amount of assistance, by source of
funds o[Based on data for September 1949]

State

rolla, continental
UnitedStates.--.-

Alabama---------------.
Arizona.----------------.
Arkansas ....-----.----

California----------------
Colorado
Connecticut.--.--
Delaware ------.---.--

District of Columbia.
Florida.-----------..---
Oeorgia.-----------------
Idaho .--------------------
Illinois....---...-----
Indiana..---------...--
Iowa-....------------ .-

Kansas.....-
Kentucky...-----------
Louisiana..
Maine...----------.-

Maryland ..----...--.-
M assachuset ts
Michigan....----------
Minnesota .........-

Mississippi ---------------

MI ssouri---------------
Montana --------------

Nebraska.---------------
Nevada -----------------

New Hampshire-
Now Jersey-...----------
Now Mexico-------------
New York.----------..-
North Carolina.---------
North Dakota.----------
Ohio..------.----------
Oklahoma ..-.----------

Oregon ...---------------

Pennsylvania ---------

Rhode Island..-----..--
South Carolina....----..
South Dakota..--.
Tennessee.----------...
Texas.------.-- --------

Utah -----.--------------
Vermont ....---------.-.

Virginia ----------------
Washington....-------.
West Virginia-----------
'Wisconsin
Wyoming..--.-----.----

Old-age assistance

N

of
ci
(ICl
(C

2

Aver.ium- age
ler pay-

fre- ment
ipl- per
nts re-
00) dpi-

eat

:1) (2)

,678 $43. 74

75 22.80
12 52.05
.S 24. 76

2C0 70. 52
48 G. 79
18 53. 8
2 28.139
3 42. 12

67 40. 14
94 22. 23
11 46. 7(

128 43.99
50 35. 37
49 48. 11
38 49. 57
61 20.71
120 17. 11
14 42. 45
12 36. 45
93 59. 87
97 415.81
56 44.49

121 342. 91
II51.13
24 43. 12
3 561.07
7 43. 49

2 47.98
10 33.74

117 562.02
57 21.79
9 46.80

126 46. 27
101 52. 14
23 48.63
89 39.57
10 45.61
39 21.53
12 38.29
63 30.22

219 :34.21
10 45.16
6 34.63

18 20. 61
70 05.07
21 27. 14
50 41.60
4 55.37

Annual amount of
ance

Ttl FederalTotal fUn(Sfunds(000W) (O)

(3) (4)....
$1, 403, 974 $784. 037

__1_
20.384
7,592

17, 262
219, 904
3S, 6904
11,527

535
1.345

32,078
25, 063
6, 117

67. 521
21, 425
28, 112
22. 451
15,062
67, 658
7.211
5, 228

67, 010
53, 165
29, 733
13, 569
65, 055
6, 857

12, 492
1, 633
3,729
13,714
3,881

72, 744
14,878
4,964

69, 965
63, 025
13, 496
42, 464
5, 435
9,908
6,527

22, 076
89,757
5,4.8
2, 624
4, 557
54,770
7,933

25, 034
2, 692

14.056
4, 137

12, 116
92, 459
17, 145
5, 823
362
797

20, 035
18, 169
3,415

38, 717
13. 669
15, 59:3
12. 270
11. 167
40, ,19
4,455
3, 217
31,321
30, 459
17, 434
10, 177
.10, 108
3, 733
7, 516
899

2,170
7, 461
2,487

36, 891
10, 853
2, 728

41, 119
34, 869
7, 231

25, 772
2, 969
7, 208
3, 485

15, 090
57, 997
3,180
1,691
3, 384

24, 294
5, 428

15, 526
1,386

assist-

State
and
local
funds
(000)
(5)

W619, 937
5, 72'
3,455
5, 146

127, 4415
21,549
5, 704

173
548

12, 013
6), 894
2, 702

28, 804
7, 756

12. 519
10,181
3,895

26, 809
2, 756
1,981

35, 609
22, 700
12. 299

31, 392
24, 947
3, 124
4, 976

734
1, 559
6, 253
1, 394

35, 853
4,025
2, 230

28, 846
28,156
6, 265

16, 692
2,466
2, 670
2,042
7, 580

31, 760
2,278

933
1,173

30, 47
2, 505
9, 5081,3006

Aid to the blind

Aver-
Num- age
bher pay-

of re- ment
elpi- per
ents re-
(000) eipl-

ent

(0) (7)

72. 4 $46. 74

1.3 25.22
.8 62.26

1. 81 29 :13
8. 82. 38

.4 56.46

.229. 16

.3 45.30
3. 2! 42. '5
2. 6f 26. 21
.2! 51.39

4. 546. 21
1.9 37.77
1.2 52.72

.8 2. 01
2.1 22.00'i
1. 71 42. 2-
.7 43.08
5 40. If;

1.4 61.00
1. 7 49.76
1.1 56.82
2.6 25.86

554.410
.0 52.37

.3 46.23
7 53.75
5 37.42

3.858.95
3.8 30.95

47.78
3.7 41.3
2.7 53.21
.4 56. 74

.2 51.9
1.4 2.45
.234. 0

2.4 36.a32
6. 2 358

.249.91
.2 39.23

1.4 2'. 51
.776.23:
.930.76

1.3 45.84
.11 55.02

Annual amount of assist-
ance

State
TotIl Federal anf(otal flu(ds local(000j (000)) fun,(i

(000)
(8) (9) (10)

$40, 511

399
01:3
029

8, 794
262
121
71
137

1, 607
811
131

2,518
810
758
475
641
869
341
226

1,035
1,040

7411
806

(2)
321
375

176

205
2, 655
1, 409

GS
1, 967
1,727
263

(2)
100
486
670

1,041
2,852

123
83

486
671
346
742
57

$21, 46

279
2S3
422

3,18g
127
0;
44
79
993
5110
671

1, 420
528
385
248
410
495
210
139
471

352
559

167
194

100
233
127

1,253
932

1,)211.

67
52

328
257
229
429
29

$19,047
120
330
2107

5, (.)
13,
55
27
58

614
251
64

1, 098
312
373
227
151
374
131
V7

561
4 63
38SH
247(2)
151
181(2)
76

217
78

1, 4;12
1,432

477

31.

)58
49

157
32

1,05,7
5C,
31

114
117
313
23

I Data are based on most recent dollar distributions of assistance payments and (liffer slightly for some
States from data in publlcations of thle So'ei:i Security Administration which are based on monthly reports
of State totals on recipients and amounts of paynlents.

2 No federally approved plan.

(

9.869604064

Table: Table 20.--Old-age assistance and aid to the blind: Number of recipients and average payments for September 1949 and annual amount of assistance, by source of funds
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TABLE 21.-Aid to dependent children: Number of recipients and average payments

for September 1949 and annual amount of assistance, by source of funds
(Based on data for September 1949]

Numbe r of
c s verage payment Annual amount of assistance

Stato
Federal qtate and

Families Children Per Per childI otal funds lotal
(000) (000) family (000) funds

(000)

Total, continental United
States -------..-------. 557 1,411 $72.37 $28.48 $482, 710 $211,530 $271,180

Alabama.. 14 38 36.43 13. 33 6, 024 4,367 1,057
Arizona ------------------------ 3 9 86.90 30. 93 3,478 1,487 1, 991
Arkansas . ....----.----------- 12 32 41.52 16. 09 6,176 4, 239 1.937
California..------------------ 260 58 111.95 50. 75 35, 50J 9,720 25,789
Colorado.-------------------- 5 14 75.08 27. 30 4, 596 2,141 2, 455
Connecticut -------------------- 4 9 7.64 41.07 4, 65 1,508 3, 137
I)elaware------------.1 2 72.87 24.70 4741 252 222
I)istrict of Columbia .---------- 2 5 80.94 20.70 1,760 836 924
Florida --.----.------------ 24 59 42.06 17.08 12,060 8,149 3,911
(eorgia .----------------------- 12 31 41.91 16.24 6,086 4,167 1,919Idiaho -.------------------------ 2 6 91. 94 3. 16 2, 592 916 1,676
Illinois .----------------------- 216 65 95.00 37.34 29. 195 10,44G- 18,749
11lina .-------------------.. 10 21 61.60 21.91 7, 220 3,841 3. 379
1owa .----------------------- 5 12 74.80 29.15 4,210 1,859 2 351
Kansas-.--------.--.--------- 5 13 81.72 31. 64 5, 105 2,118 2,987
Kentucky ..-------2. 50 3S.20515. 16 0, 092 6, 34) 2, 747
LJuisiana.-..------------------- 27 70 58.89 22. 77 19, 210 10, 643 8, 567
ManillC ------3 9 66---1 24.54 2, 576 1, 105 1,171
Maryland. ..-----.----. 6 17 80.84 2. 98 5. 515 2, 567 2, 948
MaIsslelhusetts --------------- 12 29 112.03 45.99 15. 750U 4,6.14 11, 106
Michigan --------- 2 50 87.58 37.87 26, 823 9, 639 -17,185
Minnesota ...--...---..---- 8 19 85.76 33.61 7, 825 3,089 4, 736
Mississippi ----.---9 212--.P5)9. 76 2, 763 2,072 691
Missouri------- 25 62 53.33 20. 99 15,rf95 10.090) 5, 6)05
Montana.------------...----- 2 6 78.08 29.89 1, 993 869 1,124
Nebraska --------.......--. 4 8 84.21 35.43 3, 56 1, 3.51 2, 213
Nevada..---------------------- (2) (2) (2) (2) (2) (2) (3)
New Hampshire--........1 4 89.36 35.28 1. 550 587 963
New Jersey .-----.-------. 5 13 85.11 33.11 5,207 2,080 3,127
New Mexico..-------.------ 5 13 51.81 20.13 :3,146 1,849 1,297
New York ..--.----.-------- 54 125 100.29 45.78 68, 559 20,288 48,271
North Carolina ------. 13 36 41.76 14.82 6. 367 4, 472 1,895
North Dakota -----------.----- 2 5 100.35 37.40 2,059 730 1,320
Ohio ....------. 13 35 63.89 23.59 0, 840 5,215 4, 34
Oklahoma -------------------- 24 61 52.08 20.56 15, 042 9,715 5,327
Oregon ---. --------.--------- 3 8 )90.98 3.5.94 3, 518 1,296 2,222
Pennsylvania ---------------- 49 127 90.84 35.34 63, 806; 20,284 33, 522
Rhode Island..-------------- 3 8 87.59 35.99 3,660 1,348 2,312
South Carolina.--------------- 8 22 28.95 10.14 2, 84 2,01:1 671
South D)akota ------ 2 5 64.00 26.00 1,572 804 768
Tennessee --...---------- 20 .55 48.11 17.05 11,814 7,882 3,932
Texas --------------------- 17 48 44.99 16. 13 9,332 6,402 2,930
Utah ..------------------------ 3 9 94.46 36.83 3, 794 1, 36 2, 428Vermont ..------- . 1 2 53.39 19. 50 552 361 191
Virginia .-----.---------------- 7 19 44. 19 15. 58 3, 625 2,372 1,253
Washington .----------..- 12 27 129.70 54. 78 17, 902 4,501 13, 401
West Virginia--....----....- 14 37 52. 76 19. 50 8,68 6, 668 3,000
Wisconsin ..--........- 8 21 95.15 38.33 9_516 3,329 6,187
Wyoming -----_----------___ (a) 1 96.06 35.18 552 209 343

_1_2_9_
I Data are based on most recent dollar distributions of assistance payments and differ slightly for some

States from data in publications of the Social Security Administration which are based on monthly reports
of State totals on recipients and amounts of payments.

2 No federally approved plan.
a Less than 500 families.

9.869604064

Table: Table 21.--Aid to dependent children: Number of recipients and average payments for September 1949 and annual amount of assistance, by source of funds
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XI. AID TO DEPENDENT CHILDREN

A. 3Maaximum assistance payments
Under existing law the Federal Government does not share in that

part of anly monthly aid to dependent-children payinent which exceeds
$27 for the first child and $18 for each additional child in a family.
The comlmittee-approve(l bill would raise these matching maximums
to $30 and $20, respectively, writhl the result that the maximum
Fe(leral funds available to the States would be increased from $16.50
to $18 per month for tlhe first child and from $12 to $13 for eacl
add(l(litional clil(l. Thus, thle States would be enal)led to provide a higher
level of payments for their leplendent children. It is estimated that
the addlitiolnal cost to the Federal (loveirnment for this modification
inl thle aid to (epel)l(lent -child(ldren program \ ill range from $1 5 to $20
million a year.
7f. Notification to appropriate law-en forcemint officials
Your comm-ittee b1)lieves that all instances of (desertion and alban-

(lonmlent of childlrell by parents which result ill thle paymentt of aid
to (eplen(lelit children should( be brought to tlhe attention of tlhe
pl)Io l tlw-elifo(rceme(net officials. Tlhe committee-appl))roved )ill,
therefore, would amend title IV of tihe Social Security Act 1)by adding
tile requi'iremellt tlmat anai)lpproved State l)lan must l)rovide for l)romll)t
notice to apl)propriate law-lenfor(emenlt officials of tlhe furnishing of
aid to deplen(lent children with respect to a child whlo lhas b)een (deserted
or abllan(loneld b)y a parent.

XII. AID TO THE BLI ND 2

A. Exemption of earnings
Under title X of the Social Security Act the States are required, in

determiniiig the need for' assistance, to take into consideration the
income and resources of claimants of aid to the blind. Your com-
mittee believes tills requirement stifles incentive andl discourages the
needy blind from lbecomilig self-supporting and that therefore it.
should be replaced by a requirement that would assist blind individuals
in becoming useful alnd productive members of their communities.
Accor(lingly, tlie committee-ap)rove(lbill would require all States
administering federally approved ai(l to tile blind programs to
lisregar(l earlied income Ill) to $50 per month of claimants of aid to the
l)lind beginning July 1, 1952. 'he exeml)tioll of earnings would be
discretionary withli ach State prior to that (late so tile State legislatures
will be afforded an opportunity to make any necessary changes in
their ai(l to the blind laws to conform to the new requirement.

Aid to tlie needy llindl, in tlie judgment of your committee, is not in
tlhe same category witli assistance programs for other needy individ-
lals. Opport unIiti(es for gail)ful ell)loymllent for blind individuals
are limited and their necessary exp(enilitures are increased by the
need for special books, for special medical treatment in some cases,

l Item XIV A, which follows, relates to medical care Ipilynlits for aid!to dependent children as well as
for old-age assistance and aidl to the blind. See also s tlion by section analysis of the public assistance
provisions of tihe bill, be"inninl on p). 170.

2 Itelims XIV anlld XV also relate to thI aid toto lhe Mliil program. See also tlie section )by section analysis
of the public assistance provisions of the bill, beginning on p. 170.
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and for guide service and readers. As with concessions and special
provisions for the blind in other laws, the exemption of earnings up
to $50 per month is not regarded I)y your committee as a precedent for
similar treatment for indiY-iduals who are not blind.
B. Temporary approval o7 certain State plans
Although the 48 States, tlhe District of Columbia, Alaska, and

Hawaii all are privileged to seek Federal grants under title X to as-
sist them in financing programs of aid to the blind, Alaska, Missouri,
Nevada, and Pennsylvania arc not receiving grants for this purpose.
Alaska has no special program for aid to the blind, but Missouri,
Pennsylvania, and Nevada are administering programs for aiding
blind persons, financed without the help of the Federal Government.
Pennsylvania lias been negotiating for some time with the Social

Security Administration to arrive at a basis by which it could develop
a plan for aid to the blind that could be approved as conforming to
the requirements of tlhe Social Security Act. To lielp in solving the
issue which has stood in the way of accepting the plan proposed by
Plennsylvania and'l(l to facilitate e for nlihit ion of acceptable plans by other
States that (do not at tlhe preseCnt time have al)l)roved 1)lans, the bill
would amen(l title X. T'le bill would provide that, for an interim
period, the Federal Security Atllinistrator shall approve a plan of such
State for aidl to the blind, even though it does not meet the require-
ment in title X of thle act, as amend(led, relating to the determination of
need and consideration of resources, if tle )lan meets all other require-
ments. The amendment, would provide, however, that Federal par-
ticip)ation shall )be available only with respect to expenditures which
woull(1 1)e ap)l)roval)le unllder tl( requirements of title X, clause (8),
section 1002 (a) of the act, as amended by the bill. This amendment
would be effective only for theplerio( October 1, 1950, to June 30,
1953. Your committee 1)elieves that this perio(l of time will enable
tile States concerned to amien(t their laws and develop aid-to-blind
plans that conform in all re)ec('ts with the requirements of title X.

XIII. ()LD-A ( 1, ASSIS'PANCE:1

Int view of tihe extenllsive revisions ill tlile ol(-age and survivors
itsuranl(ce program ill the, 1)ill, yollr committee believes tlhat a begin-
ning should be made ill re(llcillg thle Federal l)plrticipation ill supple-
mentar old-0(-ge assistance I)layimelts made to I)elieficiaries of old-age
)elnefit pIaymlentls under the insuraluce program. Tlhe committee-
)appr)ovedll)ill, tltherefore, would 1)rovi(e that ol(l-age assistance pay-
Imenlts mllade to retil'(re workers wiho become entitled to old-age
insurance benefits for I1i first time aftere(inactclient of tile bill, woul(i
)be shared( in by thle Federal Gov(ervnmeitt on a 50-50 basis within tlhe
individual monthly maximum of $50. ''lhus, tle Federial share of
ol(l-g(ge assistlancl('(e pymileits in tlese cases would be limited to $25
instead of $30 as il existing law. It, should be noted(l that this pro-
vision woull(d ap)ly olly to t(he retired insu red worker and nlot to his
wife or other depen(den(ts.

3 Items XIV and XV also relate to the old-ago assistance program. See also the section-by-section
analysis of tile pIblic-assistance provisions of the hill, beginning on p. 170.
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XIV. MEDICAL CARE
A. Method of payment
The definition of assistance in existing law restricts Federal par-

ticipation to expenditures that are made as money payments to needy
individuals. This definition limits the effectiveness of the three State-
Federal public-assistance programs in assisting needy individuals to
meet their medical needs. Some State assistance agencies consider
it preferable to pay the medical practitioners or institutions that sup-
plied the medical care. Others have wanted to insure the recipients
with organizations for group medical care such as the Blue Cross.
The committee-approved bill would permit direct payments to per-

sons or institutions furnishing medical care or any other type of
remedial care authorized under State law to recipients of State-
Federal public assistance. Federal participation in such payments
would be limited, however, to amounts which, when added to any
money payment made to the needy individual, do not exceed the
monthly maximums of $50 for old-age assistance and aid to the blind
and $30 for the first child and $20 for each additional child in an aid-
to-dependent-children family.
B. Public medical institutions
Under existing law, the Federal Government participates in the

cost of assistance payments to aged and blind individuals residing in
private but not in public institutions. Under the committee-approved
bill, the Federal Government would share in the cost of payments to
old-age assistance and aid to the blind recipients living in public
medical institutions other than those for mental diseases and tubercu-
losis.
A serious situation has developed especially with respect to needy

aged persons who are chronically ill. More than 400,000 recipients
of old-age assistance are bedridden or so infirm as to require help in
eating, dressing, and getting about indoors. Of this number, about
50,000 are living in private institutions including commercial boarding
or nursing homes. Many of the others who are living in their own
homes are in need of prolonged care in medical institutions. Private
institutions with charges within the financial reach of these recipients
do not have sufficient capacity to provide this care. If State-Federal
old-age assistance is payable as would be provided by the bill to needy
aged and needy blind persons residing in public medical institutions,
it is probable that many communities would develop additional
facilities for chronically ill persons and thereby assist in meeting the
increasing need for such facilities.
C. Standards for institutions
Some States now do not have agencies authorized to establish and

maintain standards for the various kinds of institutional facilities
in the State. Tragic instances of failure to maintain adequate stand-
ards of care and adequate protection against hazards threatening
the health and safety of residents of institutions emphasize the im-
portance of this function of State government. The bill therefore
would provide as a requirement for a State old-age assistance or aid-
to-the-blind plan that, if assistance is paid to persons in public or
private institutions, the State plan must also provide for the establish-
ment or designation of a State authority or authorities which shall be
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responsible for establishing and maintaining standards for such
institutions. Persons who live in institutions, including nursing and
convalescent homes, should be assured a reasonable standard of care
and be protected against fire hazards, unsanitary conditions, and
overcrowding.
XV. OTHER ADMINISTRATIVE AND TECHNICAL AMENDMENTS RELATING

TO REQUIREMENTS FOR STATE PLANS

The provisions of the committee-approved bill discussed previously
in this section of the report as well as other administrative and tech-
inical amendments are outlined in the section by section analysis of
the public-assistance provisions of the bill (see pp. 170-179). The
amendments contained in the House-approved bill that would be
modified or deleted by the committee-approved bill are also referred
to in that part of the report.

CHILD HEALTH AND AW ELFARE SERVICES

XVI. GENERAL STATEMENT

Title V of the Social Security Act authorizes Federal grants-in-aid
to the States for service programs to promote the health and welfare
of children, especially in rural areas and in areas of special need. Your
committee believes that the three programs-maternal and child
health services, crippled children services, and child welfare services--
have demonstrated the effectiveness of cooperative planning be-
tween the State and Federal Governments in these important areas.
Unmet health and welfare needs of children, if ignored too long, may
necessitate expensive and( less effective treatment later. By pro-
Viding additional Federal funds, all States would be enabled to meet
these needs promptly and constructively for an increased number of
children.

XVII. MATERNAL AND CHILD IiEALTH SERVICES

Existing law authorizes an annual appropriation of $11 million for
grants to States to assist them in extending and improving services
which promote the health of mothers and children, especially in rural
areas and areas of special need. Half of the $11 million ($5% million)
must be matched by the States. Of this amount each State receives
a uniform apportionment of $35,000 and the remainder is allotted on
the( basis of the relative number of live births in the State. The other
$5 nmillion is allotted among the States on the basis of the financial
need of each State after taking into consideration the number of live
births in the State.
The committee-approved bill would increase the $11 million au-

thorization to $20 million and would raise the uniform $35,000 allotment
to $60,000. Otherwise, the existing provisions of law relating to the
apportionment of funds would be unchanged. Thus, the States would
be required to match $10 million annually (instead of $512 millionn.
Recent reports received by the Children's Bureau from State health

departments indicate that because of increased costs, 23 of the 53
States and Territories participating in the maternal and child-health
program have already, or will soon, find it necessary to curtail some of
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their services because of lack of funds. The health departments also
indicate that demands for services are increasing because of the con-
tinued high birth rate. In 1948, for e(xamplle, there were 40 percent
more children und(ler age 5 (5 million more) than in 1940, and 21
percent more children age 5 to 9 years.

XVIII. SERVICES FOR CRIPIIPLED CHIILDRFEN

Existing law authorizes an annual apl)propriation of $7 ' million
for grants to States to assist them in exten(lilig anl improving their
services for cripI)pled children, especially in rural areas an( areas of
special need. Half of the $7. million ($34 million) must be matched
by the States. Of this amount (each State receives a uniform appor-
tionment of $30,000 anld the remainder is allotted on the basis'of ined
after consideration of the number of crippled children in the State
needing services and( tlhe costs of such services. hlie other $3' million
is allotted to the States on the same basis of need.
The committee-approved bill woul(l increase tlhe $7'/ million author-

ization to $15 million and(l raise tlie uniform al)l)ortionmnllIt from
$30,000 to $60,000. Othlierwise, tlhe existing provisions of law relating
to tle apl)ortionmllenlt of fulnids woul(l b)e ul(lange(i.I s the States
would be required( to mat cll $7/, million annually (instead of $3,4
million).

Tlle cost of )ro vi(lding service to cri l)l)le(l (llil(lrel lhas risen sharply.
IlHospital costs make up a large sllhare of penxditures under tillis
program. 1B(twee,( 1939 a(nd 1948, there was tan increase from $6.42
to $14.06 ii tle aNverage operatilig cost j)per )ati(lt-(lay ill voluiltary
nonprofit hlositals. lec('elt reports r(ecei ve( by t le Childr(en 's
Bureau from the Statec(rlppl)ll( c(hil(lrenl's agen(lci(es reveal tigat 37 of
them are lihaving to (ciIrtail tlleir programs owilng to lack of funds;
either b)y closing clinics olr limiting til(e illtake of ch il(ll(n awaiting
service. T''lle additional Fe(dera(1l 1111dIs that wo()uld be l)ro i(e(d 1un1der
the comlllmittee-al)()((oved I)ill )would not otly assist th1e States to main-
tain their pileselt'( services )lut 111Illy States would be e(abl)l(e( to e(xte.(l
andl im, prove their services' . I'llirty-six agen('ies ow have plans laid
to begin or extend rheumatic fever progr.nlis; 35 would start or expand
(.are for children witli cerebral p)alsy w\ ile othitrs would provi(le more
services for el)ilepl)tic( Cild(rell.

XIX. CI'I)D-W\\V E,1FA\HE SERVICES

Existing law authorizes an annual appl)l)rol)riation of $3'/ million for
grants to States to assist them in extendling ai(l stlrengtening the ir
c(iild(-welfare servi(i(es, especially in p)red(loninaintly rural areas or areas
of special need. These services are for tlie protection and ('are of
homeless, depen(lent, and( neglected ch il(lren ai(l (child(lre in danger of
becoming (delinquent. Each State receives a uniform allotment of
$20,000 and the balance of thle $3'., million is apportioned to the States
on the basis of the ratio of rural poIl)lation in the State to tihe rural
population in the United States.
The committee-approve(l b)ill would increase tlhe $3 1 million autlhori-

zation to $12 million and the uniform allotment from $20,000 to
$40,000. The balance of the $12 million woul(l be allotted to the
States on the basis of rural child )pol)ulation so as to gear the apportion-
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inent of funds more closely to the number of children to be provided
services.
The committee-approved bill would also amend existing law to

l)rovide specifically that Federal child-welfare funds allotted to the
States may be used for paying the cost of returning any runaway child
under age 16 to his own community in another State if such return is
in the interest of the child and the cost cannot otherwise be met. In
addition a proviso would ble added to existing law to the effect that in
developing the various services un(ler the State plans the States would
l)e free but not compelled to utilize the facilities and experience of
voluntary agencies for the care of children in accordance with State
anid community programs and arrangelllents.
Testimony presented to your committee indicates that by providing

$12 million annually to the Stat.es for child-welfare services the pro-
gram would be expandle(ld to I)rovi(le care and protection for a greater
number of children who cannot be cared for in their own homes, as
well as to afford children who are living with their parents the social
services that may be required to strengthen family life.

UNEM'1PLOYMEN'TINSUI ANCE

XX. ADVANCES TO STATES

Title XII of tile Social Security, Act allowing advances to the ac-
(counts of St ates in tlie I.mil)ployment, Trust Flund, expired on January
1, 1950. During the operation of this title no State hIas been eligible
for suchll an advance. 'Tohe('om ittee's action lias continued the
operation of title XII until Decemb(ler 31, 1951, and( provisions for
advances will opel)rate retroactiv(,lywitlh respect to calen(lar quarters
expiring since January 1, 1950.

If the balance in the State's account. in tle Unemployment Trust
Fund does not excee(1 tlhe total contributions (leI)osited during the
lighter of thle two calendar years preceding tle calendar quarter' under
consideration, the State is entitled to anl advance. Such advance
may equal tlhe amount by which the uniiemlployment compensation
pai(l ollt, by tlle State in tlie calendar (qllarter exceeded 2.7 percent
of tlhe total wages which were Slbl)ject to the State's unemployment
coll)mpensation law.
Advances made to a State are to b)e repai(l, without interest, to

tlie Federal unemployment account, automatically, from the uneml-
p)loymnent fund of that State, when and to the extent tllat tihe balance
in tlie State's account at tlie end of ally qualt(ler exceeds tlhe total
contril)butions (lep)ositedduring tlie higher of tlhe two calendar years
pl)ece(ling that quarter.



SECTION BY SECTION ANALYSIS OF THE BILL

The first section of the bill contains a short title, Social Security Act
Amendments of 1950, and a table of contents. The remainder of the
bill is divided into four titles: Title I, which amends title II of the
Social Security Act; title II, which amends the Internal Revenue Code;
title III, which contains the amendments to the public-assistance and
child-welfare provisions of the Social Security Act; and title IV,
which contains miscellaneous amendments to the Social Security Act.

TITLE I-AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY ACT

OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS

Section 101 (a) of the bill amends section 202 of the Social Security
Act. Section 202, as amended, contains provisions relating to old-age,
wife's, husband's, child's, widow's, widower's, mother's, and parent's
insurance benefits; lump-sum death payments; applications for bene-
fits; simultaneous entitlement to benefits; and the effect of entitle-
moent to survivor benefits under the Railroad Retirement Act of 1937.
Subsections (b), (c), and (d) of section 101 of the bill contain provisions
(explained below) relating to the effective dates of the amendments
made by subsection (a), the protection of individuals now receiving
benefits, the protection of individuals eligible for benefits under the
Social Security Act before amendment by this bill, and the filing of
applications for lump-sum death payments in the case of deaths occur-
ing on or before the effective date. Substantive changes from the
bill as passed by the House of Representatives will be discussed under
the specific headings below. In addition changes have been made in
the effective dates. Minor clarifications and drafting changes will
be mentioned only when of some significance.
Old-age insurance benefits

Tllhe name of the benefit provided by section 202 (a) of the Social
Security Act is changed from "primary insurance benefit" to "old-
age insurance benefit." The conditions under which an individual
may become entitled to old-age insurance benefits are the same as
those for the present primary insurance benefits, i. e., fully insured
status (as redefined in section 214 (a)), attainment of retirement age
(age 65), and filing application. Since the payment of benefits on
account of permanent and total disability as provided under the bill
as passed by the House has been eliminated, the provision waiving
the requirement of filing application for old-age insurance benefits in
case the individual was entitled to disability benefits when he attained
age 65 does not appear in the bill as reported.
Under section 101 (c) (1) of the bill, individuals entitled to primary

insurance benefits under existing law will automatically become en-
titled to old-age insurance benefits under the amended act.
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Wife's insurance benefits
Section 202 (b) of the Social Security Act as amended by the bill

continues the conditions required by existing law for entitlement to
wife's insurance benefits. In this respect this bill differs from the
House bill, which would have permitted the payment of wife's insur-
ance benefits to a woman under age 65 if she had in her care a child
entitled to a child's benefit based oil her husband's wage record.
Husband's insurance benefits.
The bill adds a new subsection (c) to section 202 of the Social Secur-

ity Act to provide benefits for the dependent husband of a female
old-age insurance beneficiary who was currently insured at the time of
her entitlement to the old-age insurance benefit (or primary insurance
benefit if she is now entitled to one). To be eligible for the husband's
insurance benefit, the husband must (1) have filed an application there-
for; (2) have attained retirement age; (3) be living with his wife at the
time of filing application; (4) have been receiving at least one-half his
support from her, as determined in accordance with regulations of the
Administrator, at the time she became entitled to her old-age insurance
benefit and have filed proof of such support within 2 years after the
month in. which she became so entitled, and (5) either not be entitled
to an old-age insurance benefit on his own wage record or, if entitled
to such a benefit, it inust be less than one-half his wife's old-age
insurance benefit.
The determination whether the husband is receiving at least one-

half of his support from his wife has been made subject to regulations
of the Administrator in order to permit the latitude necessary to
enable him to determine the existence of true support, rather than
support or lack of it resulting from income attributable to a spouse
under community property law's. This is consistent with present
administrative practice under section 209 (n) of the Social Security
Act as now in effect which requires a determination of whether a
husband was making regular contributions toward his wife's support.
As in the case of the wife's insurance benefit, the husband's insurance

benefit will be paid up to the month in which lie or his wife dies, they
are divorced a vinculo matrimo.nii, or he becomes entitled to an old-age
insurance benefit equal to or exceeding one-half of his wife's old-age
insurance benefit. The husband's insurance benefit will be equal to
one-half of his wife's old-age insurance benefit. If the wife is entitled
to primary insurance benefits at the time the new provisions be-
come effective, the 2-year period during which proof of dependency
must be filed by the husband will start at the effective date. The bill
as passed by the House did not provide benefits for dependent
husbands.
Child's insurance benefits

Section 202 (d) of the Social Security Act as amended by the bill
(sec. 202 (c) of the present law) makes several changes in the
provisions relating to child's benefits. Under the present law, the
benefit amount for a child entitled on the wage record of a deceased
or retired insured worker is equal to one-half the primary insurance
benefit of the worker. A widow with a child receives one and a
quarter times an old-age insurance benefit, while a retired worker
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with a child would receive one. and a half times such benefit.: To
equalize family benefit amounts as between families of deceased and
retired workers, the bill increases the total amount, of the family
benefits in a survivor family in which there is at least one entitled
child by one-fourth of the worker's old-age benefit. If there is more
than one child, this additional amount is to be divided equally among
the children.
A ctnild( is entitled to ('liil(l's inlsuralce l)elIfits only if hle was depend-

ent upon the indlivi(duall on the basis of whose wage recor(l he files
aIp))lication for child's insurance Ibenefits. Paragraphs (3), (4), a1id(
(5) of subl)section ((l) of the Social Security Act as amen(lle( by the
bill set forth tlle circumllstallnces undll( r wliilch a child is (deeme(I ldepedl-
ent upoll lani individual.

Paragraph (3) s statestI( cirenstalslC(S tilld(1ler whlicll a child is
deemed depen(ldent Ipol hislatller or a(idoptillg father. This para-
graph makes 110 (chllge ill existing lahw.

Paragrapll (4) states tll(e circ(iistatnci s under which a c(lild is
deelm(ed dependent upol)l llis st(epfatlher. .Uld(ler existing lav a chlil(I
is dleenled e(l(lend(et upon a, stepfa tier only if' 1no father or adopting
father was living with (,) 1con(triu)1ting to tle suIpplort of suclh cllild.
Un(ler thie bill the chiil(I is dleem(ed depeld(lent lupon 1his stepfather if
thile chil(l was living witll or was receiving at least one-half of hlis
support from suhel stepfather.

Paragiraph (5) state- tHle c(irclilstaice('s u1111(er which tlhe child is
deemed depe(l'dent up)Ol1 his liatural 01'or optingg mother or uponl his
stepmother. Under existing law, t he pre'sen(ce of a father or adopting
father in tie househol(l prevents a finding of (epende(('ncy of a child on
his mother. Any contributions from at father or adopting father also
prevent finding a cliild dependent omt his mother. The, bill permits
the payment of benefits to a. clliil( on the basis of his natural or adopt-
ing mother's wage record if shle was currently insured when slie died
or became entitled to ah old-age insurance benefit. This represents
a change from the bill as passed )y, t(e I louse, und(ler which a woman
worker who died would have to be both fully and currently insure(l
at tile time sle (lie(l to permit piayenlnt to tie elil(l on the basis of
her wage record, and( benefits would have beenpayable to the child
of a retired wom woworke, r only as provided under existing law.
Benefits are also I)ayable on tlie basis of a naturtial, adopting, or step-
mother's wage record, if shle was furllIishing at least half of tlle Child's
support, or if she was living with or contributing to tlhe child's support
an(i the cllildl has beel(1 leitlter living with 11r receiving(gIicoInt'ribu-
tions toward his support front his father.

Aside from the change il paragraph (5) of sectionl 202 (), dliscussed
above, relating to a c(hlild('s d(epende(ncy on a c('rrently insured woman
worker, the bill as reported is tlie sanlle as tlie Ilouse bill.
Widlow's insurance benefits
Section 202 (e) (sec. 202 (d) of p)resen(t law) woul(l be c(hanIged by

the bill so as to )permit aJhfe entitle(l to wife's insurance benefits to
become entitled to widow's insurance benefits upon tlhe deatil of her
husband without filing at new application. A11 cond(itions of eligibility
for the two benefits are tlhe same witil one exception (death in the
case of widow's benefits, and entitlement of the husband to old-age
insurance benefits in the case of wife's benefits). Tills change will
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simplify administration and prevent delay in payment of widow's
insurance benefits.
The bill as reported differs from that passed by the House only by

reason of a drafting change necessitated by elimination of "wife's
insurance benefits" for wives under age 65 (discussed above in con-
nection with section 202 (b)).
Widower's insurance benefits
The bill adds a new subsection (f) to section 202 of the Social

Security Act to provide benefits for the dependent widower of a
woman wvho is fully and currently insured at the time of her death
and who dies after these amendments become effective. To be
eligible for 'the widower's benefit, the individual must (1) not have
remarried; (2) have attained retirement age; (3) have filed application
for the widower's insurance benefits or have been entitled to husband's
insurance benefits on the basis of his wife's wage record during the
month preceding the month in which she died; (4) have been living
with his wife at the time of her death; (5) have been receiving at least
one-half of his support from her, as determined in accordaiice with
regulations of the Administrator, at the time of her death, or at the
time she became entitled to old-age-insurance benefits if she was then
a currently insured individual; (6) have filed proof of such supl)port
within 2 years after the month in which she died or became entitled
to old-age-insurance benefits, as the case may be; and (7) either not
be entitled to an old-age-insurance benefit or, if he is so entitled, such
benefit must be less than three-fourths of the primary insurance
amount of his deceased wife. The determination whether the widower
was receiving at least one-half of his support from his deceased wife
has been made subject to regulations of the Administrator in order
to permit the latitude necessary to enable him to determine the
existence of true support, rather than support or lack of it resulting
from income attributable to a spouse under community-property
laws. This is consistent with present administrative practice under
section 209 (n) of the Social Security Act as now in effect which
requires a determination of whether a deceased husband was making
regular contributions toward his widow's support at his death.
The widower's insurance benefits are each equal to three-fourths of

his deceased wife's primary insurance amount and are payable until
he remarries, dies, or becomes entitled to an old-age-insurance benefit
equal to or exceeding three-fourths of the primary insurance amount
of his deceased wife.
The bill as passed by the House did not provide benefits for de-

pendent widowers.
Mother's insurance benefits
Subsection (g) of section 202 of the Social Security Act as amended

by the bill changes the title of the present widow's current insurance
benefits (sec. 202 (e) of the present law) to mother's insurance benefits.
It provides for payment of such benefits to the divorcedd wife of a (le-
c(eased insured worker if she lhad been receiving at least half hlr support
from the worker, and if she is caring for her son, daughter, or legally
adopted child wlho is receiving benefits on the worker's wage record.
Under section 101 (c) (1) of the bill, individuals entitled to widow's
current insurance benefits under existing law -will automatically
become entitled to mother's insurance benefits under the new law.

67079--5--5
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Parent's insurance benefits
Under section 202 (h) as amended by the bill (sec. 202 (f) of present

law), the requirement that a parent must have been chiefly dependent
upon and supported by the wage earner is changed to require only that
the parent must have been receiving at least one-half of his support
from the wage earner in order for the parent to be found dependent
on him. This will make it unnecessary to look to the value of any
non-inconie-producing property a parent may own and will avoid the
difficulties involved in establishing dependency in) cases where the
parent was receiving an equal portion of his support from two children.
The bill as reported is tlhe same as the House bill in this respect.

It differs from the House bill, however, in that tlhe amount of tlhe
parent's benefit will be retained at one-half the deceased worker's
primary insurance amount, as in the present law, whereas thle lill as

passed l)y tlhe House woul(l have raised the parent's benefit to three-
fourths of the deceased worker's primary insurance amount.
Lump-sum death payments

Section 202 (i) of the Social Security Act as amended by the bill
(sec. 202 (g) of existing law) makes two important changes in the pro-
vision for lump-sum death payments. The first change limits the
amount of the lump-sum payment to three times the worker's primary
insurance amount, instead of six times the primary benefit as now pro-
vided. As primary insurance amounts provided in the bill are about.
double the present primary benefits, the change made by the bill
would keep lulmp-sum death payments at about their )resent dollar
level.
The second major change made by the bill would provide that if

the total of monthly benefits paid on the basis of the deceased insured
individual's wage record for the month in which lie died and the 11
succeeding months is less than three times his primary insurance
amount, a lump-sum equal to the difference between the two amounts
is to be paid. Payment is to be made to the same persons and to the
same extent as is provided under existing law and under the bill in
cases in whicll there are no such monlthlly benefits payable in the month
of (ldeath (to the widow or widower, or if there is none, to tlhe person
who paid the burial expenses). This change would prevent tile
anomalous situation possible at present when a deceasedd worker is
survived by a widow with a child who is within a few months of attain-
ing age 18, and tlhe total amount of monthly benefits payable to the
family within the year beginning with the month of his death is less
than the lump-sum payment would have been.
The bill as reported differs on this matter from the bill as passed by

the House in one substantive respect. Under existing law a lump-
sum death payment is payable only where there is no surviving spouse,
child, or parent who would, on filing application in the month of the
insured in(livi(lual's death, be entitled to monthly benefits on the basis
of such individual's wage record. UndIer the l)ill as passed by the
House, a lumI-sum (ldeatli payment would have been I)ayable for the
death of every insured individual. The circumstances under which
the bill as reported would provide for payment of a lump-sum death
l)aylment even though monthly benefits are payable on the deceased'ss
wage record are indicated in the preceding paragraph.
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Application for benefits
Paragraph (1) of section 202 (j) as amended by the bill (sec. 202 (h)

of present law) is the same as existing law except that it increases
from 3 to 6 the number of months for which benefits may be paid
retroactively to individuals who failed to file their applications as
soon as they were otherwise eligible, but this applies only to benefits
payable for months after the effective date of the new provisions.
Paragraph (2) of this subsection continues the provision of the

present law (sec. 205 (m)) which makes ineffectual any application
filed more than 3 months before entitlement, and adds the provision
that an application filed during the 3-month period before the month
in which the individual is first eligible for benefits shall be deemed to
have been filed in the first month in which he is eligible. This gives
a. definite date of reference for the application.
The bill as reported makes no change in the House bill on this

matter.
Simultaneous entitlement to benefits
Subsection (k) brings together in one subsection the provisions

relating to simultaneous entitlement to benefits now spread through-
out section 202. Paragraph (1) of the new subsection provides that
whenever a group of children could all be entitled, upon application, to
child's insurance benefits based on the same two or more wage records,
all of them (entitled on at least one of the records) will be deemed
entitled on all of such records with respect to which at least one of
such children has filed an) application. Paragraph (2) (A) of the new
subsection complements the new paragraph (1) by providing that a
child entitled to child's insurance benefits on more than one wage
record will be entitled only on the record which produces the highest
primary insurance amount.
The effect of these two paragraphs is to make all children, who

could l)e entitle(l to child's insurance benefits on the same two or more
wage records (and who are actually entitled on at least one of these
records), entitled only on the one of such records with respect to which
at least one of then has filed application and which produces the
ligliest primary insurance amount. This is substantially the same
as the effect of section 205 (c) of existing law which restricts a child,
entitled to more than one child's insurance bellefit, to the one of such
benefits which is based on the record of the individual with the high-
est primary benefit. (It Nwill, however, produce substantially differ-
C(lt results than present law because of the amendments to sec. 203 (a)
of the Social Security Act, described hereafter, under which all the
wage recor(ls on which the group of children could be entitled, and
with resi)ect to which at least one of tlhe group hlas filed application,
will b)e combined for p)lirposes of determiningg tlie maximum amount
of benefits payable to such children andl any other persons entitled to
benefits on such records.) On the other land, tllis differs from the
l)rovision on the same subject in tlhe bill as passed by the IHouse.
Utinder the latter (sec. 202 (i) of tlhe Social Security Act in the bill as
)assed( by tlie House) a child, as well as any other inlldivi(lual, entitled
to more than one monthly benefit otherr than an old-age insurance
I)enlfit) would have been entitled only to the largest of these. TIlhe
House bill would also have continued the requirement in existing law
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that a specific application by a child with respect to a wage record be
made before he can become entitled on that record.
Under the House bill, there could be fortuitous losses to families if

the children chose the wrong wage record on which to file a claim.
For example, total orphans may be able to file claims on the wage
records of both deceased parents. The amount received by the sev-
eral children might be different, under the House bill, depending on
liow many children actually filed on each record, because of the appli-
cation of the maximum in section 203 (a) to the total benefits payable
on one wage record or because the additional one-fourth of a primary
insurance amount payable to all children filing on a wage record is
divided among such children. Additional complications would arise
if one of the children were to suffer a loss of benefits for some months
because of work for wages in excess of the $50 per month maximum.
In such cases, the family would have to determine under the House bill
whether it would be more advantageous in the long run for another
child who has not already done so to claim benefits on the same wage
record as that on which tlie working child is entitled, or to continue
receiving benefits on another wage record. The necessity for these
difficult decisions, and their: fortuitous results, have been eliminated
by the changes made by your committee. These changes, together
with the amended section 203 (a) (mentioned above and described
more fully below), will produce results which are both more equitable
than existing law or the House bill and more easily administered than
the provisions of the House bill.

Paragraph (2) (B) of the new subsection (k) deals with other situa-
tions of entitlement for a month to more than one monthly insurance
benefit (other than an old-age insurance benefit) under the preceding
provisions of section 202. Under it, only the largest of such benefits
will be paid to such individual. This amendment makes uniform the
provisions for avoiding duplicate benefit payments, and it will allow
each individual tih amount of the largest single benefit to which he can
become entitled. The effect of paragraph (2) (B) is the same as the
analogous provisions of the bill as passed by the House.

Paragraph (3) of the new section 202 (k) replaces the clause in the
subsections on wife's, widow's, widow's current (mother's), and par-
ent's benefits in existing law which provides for reducing the amount
of such benefits by the amount of the old-age insurance benefit to
which the individual becomes entitled on his own wage record. (It is
of course, also made applicable to the new husband's and widower's
insurance benefits.) This is merely a language simplification, retain-
ing the principle in the present law. It is identical with the provisions
of section 202 (i) (2) in the bill as passed by the House.
Entitlement to survivor benefits under Railroad Retirement Act

Subsection (1) of section 202 is a new subsection which provides
that if any person could become entitled to an annuity under section
5 of the Railroad Retirement Act of 1937, or a lump-sum payment
under sutbsection (f) (1) of that section, with respect to the death of
an employee, no lump-sum death payment or monthly survivors
1)enefits shall be payable under the Social Security Act on the basis of
the wages or self-employment income of that employee. This amend-
ment is necessary to continue the existing coordination of survivors
benefit(. under the railroad retirement and old-age and. survivors
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insurance programs. As survivors benefits are based oi a combina-
tion of the wage records under the programs, it is necessary to specify
that eligibility for survivors benefits under one program will preclude
the payment of survivors benefits under the other program. Section
205 (o) of the Social Security Act, as amended by the bill, contains the
corresponding provisions for counting railroad compensation in com-

puting survivors benefits under the Social Security Act.
The provisions of this new subsection are the same as the provisions

on this matter in the bill as passed by the House.
Effective date of amendment made by section 101(a)
Subsection (b) of section 101 of the bill provides that the preceding

changes in section 202 of the Social Security Act shall, with one ex-
ception, be effective on the first day of the second calendar month
following the month of enactment. The term "effective (late"
after which the new benefits are first payable, is defined as the day
preceding that first (lay. The new section 202 (j) (2), which relates
to the filing of applications, becomes effective on enactment, and the
present section 205 (m), which it replaces, is repealed with respect
to monthly benefits for months after the effective date. Thus, ap-
plications for benefits for months after the effective (late will be filed
only under the new section 202 (j) (2). Under the bill as passed by
the House, the changes would have become effective oil January 1,
1950.
Saving provisions

Subsection (c) of section 101 of the bill is a saving clause for persons
already entitled under the present law so that they will not lose their
entitlement to benefits on account of enactment of the bill. It
would also protect the rights of individuals who would be entitled to
benefits under existing law for the first month after the month of
enactment of the new I)rovisions, or any prior month, upon filing
application for such benefits within 3 months after the month of
entitlement to 'such benefit, in accordance with the present retroactive
filing provisions of section 202 (b).

Section 101 (d) of the bill continues existing law with respect to
lump-sum deatli payments on the wage records of persons who died
on or before the effective date. There is, however, one exception.
Thle Social Security Act amendments of 1946 extended to August
10, 1948, the period for claiming the lump sum in the case of insured
persons who died outside the 48 States, Alaska, Hawaii, and the
District of Columbia between December 6, 1941, and August 10, 1946.
The bill woull extend(l for 2 years after tlhe effective date the period for
claiming lump-sum death paymentss in the case of such deatlis and in
the case of deaths occurring in Alaska and Hawaii.
These saving provisions are the same in substance as the provisions

of subsections (c) and (c) of section 101 of tlie bill as passed b)y tlhe
House. Thle bill as reported omits (as unnecessary in view of otiler
differences between tlhe two bills) the provisions of section 101 (d) of
the House bill. Under the latter bill, the definition of a fully insured
individual was amended so that an individual could be fully insured
if lie had 20 quarters of coverage in the 40-quarter period ending with
tlie quarter of death or any quarter in which lie was 65 years of age
or older. In death cases this new method of attaining fully insured
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status was made applicable"-whether the death occurred before or after
enactment of the new provisions. Consequently, the House bill con-
tained a provision extending the 2-year period within which a parent
must file proof of dependency on a wage earner if the latter died within
the period (June 1947 through December 1949) in which the wage
earner could have been insured under the new provisions of that bill but
not under existing law. Since under the bill as reported by your com-
mittee the provisions on fully insured status under existing law will
continue to be applicable in cases of death in or prior to the first month
following the month of enactment of the bill, the provisions of section
101 (d) of the House bill have been deleted.

MAXIMUM BENEFITS

Section 102 of the bill replaces subsections (a), (b), and (c) of
section 203 of the present Social Security Act with a new section
203 (a). The new subsection liberalizes the maximum amount of
monthly benefits payable, for months after the first calendar month
following the month in which the bill is enacted. Under the House
bill, the new provisions would have been effective for months after
1949.
Under existing law, the benefits payable on the basis of an indivi-

dual's wages, if they exceed $20 for any month, are reduced for such
month to $85, to twice his primary benefit, or to 80 percent of his
average monthly wage, whichever is smallest, but not below $20.
The bill increases the figure of $85 to $150, eliminates the limitation of
twice the primary insurance benefit, and raises the figure of $20, below
which the total of benefits may not be reduced, to $40. This result
was accomplished in the House bill by establishing a minimum average
monthly wage of $50, so that application of the 80-percent maximum
could not reduce family benefits below $40. Your committee has
eliminated the provision for a minimum average monthly wage and it
thus becomes necessary to restore to the bill a specific dollar minimum
beloww which the operation of the maximum of 80 percent of the average
monthly wage will not reduce benefits.

Thle subsection further provides that when the beneficiary group
includes children who would be entitled.to child's benefits on the basis
of more than one wage record (but for the provisions':concerning
simultaneous entitlement to benefits in section 202 (k) (2) (A)), the
total benefits payable shall be reduced to the lesser of $150 or 80 per-
cent of the sum of the average monthly wages of all the insured
individuals on whose wage records such benefits would otherwise be
payable, but in no case to less than $40. This provision Complements
the provisions on simultaneous entitlement to benefits in paragraphs
(1) and (2) (A) of section 202 (k) of the Social Security Act as amended
by the bill. Under the simultaneous entitlement provisions all chil-
dren entitled to child's insurance benefits on the same two or more
wage records would be restricted to benefits based on only the one of
such records which produces the highest primary insurance amount.
To prevent this restriction from unduly limiting the total amount
payable to children in the same family, the above provision for com-
bining all the wage records, on which any of the family are entitled, for
determining the maximum benefit was inserted. It did not appear
in the bill as passed by the House. It is, however, an essential
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companion to the changes made in existing law (and in the House bill)
by paragraphs (1) and (2) (A) of section 202 (k).
Under the present law, the total of the family benefits for a month

is reduced to the maximum permitted by section 203 (a) prior to any
deductions on account of the occurrence of any event specified in tilhe
lawv(suchPas'worktfor wages in excess of the maximum permitted).
Section 203 (a) as amended by the bill reverses this procedure and
provides that the reduction in the total of benefits for a month is to
b)e male after the deductions. As a result, larger family benefits
will be payable in many cases. For example, if a worker with a
primary insurance amount of $40 and an average monthly wage of
$80 dies leaving a"ewidow and two children, all of whom have filed
claims and are entitled to benefits, the maximum of the benefits
payable to these survivors for any month is $64 (80 percent of $80).
Prior to the application of the maximum, the widow would be entitled
to a benefit of $30 and each child'ito a benefit of $25 (three-fourths of
the primary insurance amount for the widow and one-half of such
amount for each child, with an additional one-fourth of such amount
divided equally between the two children). Under the procedure in
existing law, these amounts would be reduced to $24 for the widow
and $20 for each child (so as to total $64). The reduction in these
amounts applies even though one beneficiary, such as the widow,
suffers a loss of her benefit because she earns more than the permitted
amount for services in covered employment. Under section 203 (a)
as amended by the bill, the maximum would be applied for any month
after any deductions for that month so that, where the widow works
as in the above case, each child would receive the full $25.
The bill eliminates as unnecessary the present provision of section

203 (b) that benefits payable on any wage record shall not be less than
$10 per month. Since the bill establishes a minimum primary in-
surance amount of $20 in any case where the average monthly wage
is less than $34, the minimum benefit payable on such wage record is
$10 if the only benefit payable is a parent's benefit and $15 in the case
of any other single survivor benefit payable on such wage record; in
the case where the average monthly wage is $34 or more, corresponding
figures are $12.50 and $18.75, respectively. The provision of the
existing section 203 (c) under which each benefit, except the old-age
insurance benefit, is proportionately decreased when there is a de-
crease in the total family benefits is transferred by the bill (as was true
in the case of the House bill) to section 203 (a).
Except for the combination of wage records for purposes of the

family maximum in cases of children entitled on more than one wage
record, which did not appear in the bill as passed by the House, and
for the change in effective dates, the bill as reported by your committee
and the House bill are the same on this matter.

DEDUCTIONS FROM BENEFITS

Section 103 of the bill revises rather extensively the provisions of
the present Social Security Act relating to deductions from benefits.
Subsections (d), (e), (f), (g), and (hi) of section 203 of the present act
are replaced by subsections (b), (c), (d), (e), (f), (g), (h), (i), and (j) of
section 203 of the amended act.
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Deductions on account of work or failure to have child in care
Paragraphs (1) and (2) of section 203 (b) provide that deductions

arc to be made from benefits for any month in which a beneficiary
is under the age of 75 and either renders services for wages of more
than $50, or is charged (under the provisions of the new subsection (e)
of section 203) with net earnings from self-employment of more
than $50. This provision replaces the provision of the present law
under which deductions from benefits are made, regardless of the age
of the beneficiary, for any month in which the beneficiary renders
services for wages of $15 or more.
Three principal changes are effected by these provisions. First,

the amount of wages a beneficiary is permitted to earn in covered
employment in a month without suffering a deduction from benefits is
raised from $14.99 to $50. Second, since coverage under the act has
been extended to certain of the self-employed, the bill provides for
deductions to be made when beneficiaries engage substantially in
covered self-employment and derive net earnings from self-employ-
ment in excess of that permitted (see the discussion of section 203 (e)
below). Third, deductions have been eliminated if the beneficiary is
75 years old or over.

It is made clear by paragraph (1) that, for deduction purposes,
wages are to be determined without regard to section 209 (a) which
limits the meaning of the term "wages" for all other purposes to
$3,000 in a calendar year. Thus, an individual who earns $3,000 in
wages in the first few months of a year (for which deductions would
be imposed under section 203 (b) (1)) will not receive benefits for
any succeeding month of the year in which lie renders service in
covered employment for remuneration of more than $50, even though
the latter remuneration is not considered as wages for other purposes
of title II of the Social Security Act.

Paragraphs (3) and (4) provide that deductions are to be made for
any month in which a widow, entitled to a mother's insurance benefit
-does not have in her care a child of her deceased husband entitled to
a child's insurance benefit (this is existing law); or in which a former
wife divorced, entitled to a mother's insurance benefit, does not have
in her care a child (of her deceased former husband) who (A) is her
son, daughter, or legally adopted child and (B) is entitled to a child's
insurance benefit on the basis of the wages and self-employment in-
come of her deceased former husband. The provision in the House
bill relating to deductions on account of the failure of a wife under
age 6(5 to have a child beneficiary in her care has been deleted, since
wife's benefits are not payable to her under the bill as approved by
your committee.
Deductions from dependents' benefits because of work by old-age bene-

ficiary
Section 203 (c) provides for the making of deductions from depend-

ents' 1)enefits for any month in which the old-age beneficiary suffers a
deduction with respect to his own benefit. Paragraph (1) of this sub-
section, which is similar to existing law, provides that deductions from
a wife's, husband's, or child's benefits are to be made for months in
which the old-age beneficiary suffers a deduction under section 203 (b)
(1) (which relates to the rendition of services for wages of more than
$50). Paragraph (2) adds a comparable provision so as to~deduct a

72
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wife's, husband's, or child's benefit for months in which the old-age
beneficiary suffers a deduction under section 203 (b) (2) (which relates
to the charging to a month of net earnings from self-employment of
more than $50).
Occurrence of more than one event
The first sentence of section 203 (d), which is similar to present law,

provides that if more than one of the events specified in subsections
(b) and (c) of section 203 occurs in any month, which would occasion
deductions equal to a benefit for such month, only an amount equal
to such benefit is to be deducted. The second sentence provides that
the charging of net earnings from self-employment to any month
shall be treated as an event occurring in the month to which such net
earnings are charged.
Months to which net earnings from self-employment are charged

Section 203 (e) provides the method for charging net earnings from
self-employment to particular months of the taxable year for the pur-
poses of determining the deductions required under the provisions of
sections 203 (b) (2) and 203 (c) (2).
Paragraph (1) provides that if an individual's net earnings from

self-employment for the taxable year are not more than the product
of $50 times the number of months in such year, no month in such
year is to be charged with more than $50 of net earnings from self-
employment. Thus, if an individual has net earnings from self-
emnployment of less than $600 (for a taxable year of 12 months) no
deduction would be imposed under section 203 (b) (2) or 203 (c) (2)
even though all of the net earnings from self-employment may have
been earned during a period of a few months in such year at a rate in
excess of $50 per month.

Paragraph (2) provides the method for determining the months of
a taxable year to be charged with net earnings from self-employment
in the case of an individual whose net earnings from self-employment
for his taxable year exceed the product of $50 times the number of
months of such year. In this case, each month of the year is first to
be charged with $50 of net earnings from self-employment, then the
amount of net earnings in excess of the product is to be charged in
units of $50, beginning with the last month of the taxable year and
progressing toward the first month of the taxable year. The para-
graph provides further that no part of the excess net earnings from
self-employment is to be charged to any month in which the indi-
vidual was not entitled to a benefit under title II; in which an event
describedd in paragraph (1), (3), or (4) of section 203 (b) occurred; in
which the individual was age 75 or over; or in which tile individual
did not engage in self-employment.

In connection with the charging of the excess, it should be noted
that, in the case of an excess amount of net earnings which is not
divisible by $50, it is possible to charge a unit of excess which is less
then $50. For example, an individual who has a full 12-month
taxable year and has net earnings from self-employment of $651
would have two units of excess net earnings from self-employment,
one of $50 and one of $1, and would thus be potentially subject to
deductions for 2 months of the year.

Generally, the taxable year of an individual will be a calendar year,
or a fiscal year, containing 12 months. The most common case of a
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taxable year of less than 12 months will occur by reason of the death
of a beneficiary. If, for example, a beneficiary having a taxable
year which is a calendar year should die on June 2, his taxable year
for the year of his death would begin on January 1 and end on June 2.
If his net earnings from self-employment for the short taxable year
are not more than $300 ($50 times 6 months), no month in such
taxable year would be charged with more than $50. If his net earnings
from self-employment for such year exceed $300, paragraph (2) of
subsection (e) would be applicable in determining whether deductions
from benefits are to be made.
The months to which the excess net earnings from self-employment

may not be charged include those during which the individual per-
formed services for wages of more than $50, and those during which
an individual under retirement age drawing benefits as a widow or
former wife divorced did not have a chil(l in her care. These provisions
prevent the charging of the excess to months for which a deduction
has already been imposed. The excess net earnings from self-employ-
ment are not to be charged to months during which the beneficiary
was age 75 or over, because no deductions are impl)osed for such
months. These provisions and the provision that the excess net
earnings from self-employment may not be charged to months during
which the individual was not entitled to benefits under this title
prevent the dissipation of the excess net earnings from self-employment
through charging them to months for which deductions may not be
iml)osed.

It should be noted that a deduction for a particular month may be
imposed under section 203 (b) (2) by reason of an individual's net
earnings from self-employment for the taxable year even though the
individual, as a matter of fact, lmay not have earned $50 from his
trade or business in that particular month. For example, if an
individual entitled to old-age insurance benefits engaged throughout
the taxable year in business as a real-estate broker and earned more
than $1,150 for the entire year, he will suffer a deduction under
section 203 (b) (2) for each month of the year even though during
several months of the year he may have operated at a loss through an
inability to negotiate any sales in those months.
The following example will illustrate the charging to months of net

earnings from self-empIloyment for the purposes of paragraph (2) of
section 203 (e). Beneficiary X, who was entitled to old-age insurance
benefits during the entire year and was under 75 years of age, owned
and actively operated a fruit stand during the entire year. His net
earnings from thle business amounted to $740. During the month of
December he worked a few hours a day as an employee at a store in
connection with the Christmas trade, and received wages therefor in
excess of $50. Under paragraph (2), each month of the year would
be charged with $50, and the excess ($140) would be charged as
follows: $50 to November, $50 to October, and $40 to September.
The month of December, for which a deduction would be imposed(
under section 203 (b) (1) by reason of wages earne(1 in excess of $50,
would not be charged with any part of the $140 excess. Beneficiary
X, therefore, would suffer deductions under section 203 (b) (2) for
the months of September, October, and November, since more than
$50 of net earnings from self-employment is charged to each of those
months. '
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The individual is to be given an opportunity to show that he did
not render substantial services with respect to any trade or business
during certain months of the year. In that case, the excess net earn-
ings from self-employment are not to be charged to those months but
are to be charged to any other months during which he did render sub-
stantial services, and to which the charging of the excess is not pro-
hibited by paragraph (2). Thus, benefit deductions would be imposed
for any month, as a result of the self-employment of a beneficiary,
only when the beneficiary both had substantial net earnings from self-
employment ill the year and rendered substantial services in a trade
or business in that month.
Paragraph (3) (A) define the term "last month of such taxable

year" as the last calendar month of the taxable year to which the
charging of net earnings from self-employment in excess of the exempt
amount is not prohibited under paragraph (2). An application of the
function of paragraph (3) (A) is shown by the following example:
John, who attained 18 years of age in July 1960, was entitled to child's
insurance benefits for the months of January through June of that
year. In May he started a radio repair business, and from May
through December he had net earnings of $900. In applying para-
graph (2), each month of the entire year would be charged with $50 of
the net earnings and the excess ($300) would be charged as follows:
$50 to June, and $50 to May; the remainder amounting to $200 would
be disregarded (in any event, it could be charged only to May and
June and would then have no effect since the charging already done
would result in no benefits being paid for those months anyhow). The
month of June is considered as the last month of the taxable year, for
the purposes of paragraph (2), since John was not entitled to child's
insurance benefits for months after June. No part of the $300 excess
would be charged to months prior to May, since John was not engaged
in self-employment for any months prior to May.
Paragraph (3) (B) provides that for the purposes of determining

whether a month was one in which an individual did not engage in
self-employment within the meaning of clause (D) of paragraph (2),
an individual will be presumed to have engaged in self-employment
in any month until it is shown to the satisfaction of the Administrator
that the individual rendered no substantial services in such month
with respect to any trade or business the net income or loss of which
is includible in computing his not earnings from self-employment for
any taxable year.
Paragraph (3) (B) also authorizes the Administrator to prescribe, by

regulation, the methods and criteria for determining whether or not
an individual has rendered substantial services with respect to any
trade or business. This authority has been given the Administrator
because there is no single rule under which the determination of
whether or- not a beneficiary has rendered substantial services in self-
employment can be made. The determinations are to be based on

the facts in each particular case, consideration being given to the
)particular factors applicable to the trade or business of the individual.
Exemplary of the factors to be considered are: The presence or
absence of a paid manager, a partner, or a family member who manages
the business; the amount of time devoted to the business; the nature
of the services rendered by the beneficiary; the type of business
establishment; the seasonal nature of the business; the relationship
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of the activity performed prior to the period of "retirement" with
that performed subsequent to retirement; and the amount of capital
invested by the beneficiary in the business.
The following examples will illustrate the intent of your committee

with respect to the application of paragraph (3) (B).
Example 1.-Jones became entitled to benefits on the basis of wages

earned in covered employment. Since becoming a beneficiary, Jones
rents a truck and sells frozen confections from June through August
each year. Throughout the rest of each year, Jones does not work.
As a result of his summer work, he reports net earnings from self-
employment of $850 which without the application of paragraph
(3) (B) would result in 5 months' deductions. Jones should suffer
deductions only for the months of June, July, and August.
Example 2.-Smith operated a retail grocery store and became en-

titled to benefits on the basis of his earnings from that store through
the years. Upon reaching retirement age, he turned over the manage-
ment of the store to his son, although Smith retained ownership of
the store. Smith received the net earnings from the store, which
were more, each year, than $600. While his son carried on the man-

agement of the business, he did find it necessary on some occasions to
discuss the business with his father. Because the income from the
store did not warrant the hiring of paid labor, Smith did relieve his
son in the store during the latter's lunch hour. On the basis of these
facts, Smith renders no substantial services in any month with respect
to self-employment.
Example 3.-White became insured on the basis of net earnings

from self-employment derived from sales of heating fuel and from the
servicing of oil burners. Upon becoming entitled to benefits in
December 1960, White turned over the business to his son, retaining
ownership, under an agreement that he would receive a third of the
net earnings. He would not spend any time in the business except
to help service burners if calls were excessive during the height of the
winter months. During November and December of 1961 he spent
about 5 hours a day servicing burners. Also in April of that year,
while his son was ill, he had spent some 80 hours in servicing burners
and selling fuel oil. His share of net earnings for the year was $1,700.
White should sutiffer deductions for the months of April, November,
and December 1961, but he is entitled to benefits for the other months
in the year.
Penalty for failure to report certain events

Section 203 (f) continues the present provision requiring the report-
ing of any event which causes a deduction from benefits. As at
present, the penalty for failure to report such event, when the indi-
vidual has knowledge of the event and of his obligation to report it,
is an additional deduction of 1 month's benefit for each month for
which deductions are required because of the occurrence of the deduc-
tion event. For the first failure to report, however, only one penalty
deduction is to be imposed, even though the failure to report is with
respect to more than 1 month.

Because different treatment is accorded net earnings from self-
employment, the requirement for reporting such earnings is treated
separately in section 203 (g).
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Report to Administrator of net earnings from self-employment
Section 203 (g) describes the circumstances under which benefici-

aries with net earnings from self-employment are required to file
reports with the Federal Security Administrator. Paragraph (1) pro-
vides that, if an individual entitled to any benefits under section 202
lhas net earnings from self-employment in excess of the product of
$50 times the number of months in his taxable year, he is to file a
report within 2y months after the close of his taxable year. In the
report the beneficiary is to include the amount of his net earnings
from self-employment and such other information as the Adminis-
trator may by regulation require. The paragraph further provides
that such reports are not required for any taxable year during all of
which the individual was 75 years of age or over.
Paragraph (2) provides that where an individual fails to report

within the time prescribed and any deduction is imposed under sec-
tion 203 (b) (2) (which relates to the charging of a month with net
earnings from self-employment of more than $50) one additional
d(leduction, equal in amount to a monthly benefit, would be imposed
as a penalty if the report is no more than 1 } months late. An addi-
tional penalty deduction would be imposed for each subsequent cal-
en(lar month during all or any part of which the failure to report
continues. The paragraph provides, however, that the number of
penalty deductions may not exceed the number of benefit payments
under section 202, which the individual received and accepted during
the taxable year andl for which deductions are imposed under section
203 (b) (2). Tlhe paragraph also provides that for the first failure
to file a timely report not more than one penalty deduction may be
imposed regardless of the length of the period between the due date
of the report and( its actual filing.

Paragraph (3) authorizes the Administrator to make current sus-
)pensions from benefits to which an individual is entitled under sec-
tion 202 when there is reason to believe that, after the report of net
earnings from self-employment for the taxable year is available,
reductionss will be imposed under section 203 (b) (2) by reason of
thlie ind(livi(dual's net earnings from self-employment for the taxable
year. The suspensions so made are in the nature of temporary
deductions. After the report for the year becomes available and the
reductionss to be imposed are finally established, any necessary ad-
justment for the difi'erCnce between the current suspensions and the
deductions imposed by section 203 (b) would then be made. The
purpose of this provision is to assure that, to the extent possible, an
individual's loss of benefits as a result of his engaging in self-employ-
men t occurs at the same time lie is receiving his earnings from self-
mmployment, and to prevent the loss of benefits from occurring at a
time when the individual may no longer be receiving earnings from
self-ermploymenlt.

In order to carry outtlie provisions of this paragraph, the Adminis-
trator is authorized to request, before the end of tlhe in(lividual's
taxable earl, a declaration of the individual's estimated net earnings
from s(lt-eimploymen t for thetaxable year and otherpertinent informa-
tion with respect to his net earnings from self-employment. The
J)aragrap)h further providesthat any failure by an individual to comply
with such a request is, in itself, justification for adetermination by
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the Administrator that it may reasonably be"expected that the indi-
vidual will suffer deductions imposed under section 203 (b) (2) by
reason of his net earnings from self-employment for such year.
Circumstances under which deductions not required

Section 203 (b) indicates the circumstances under which deductions
otherwise required under subsections (b), (f), and (g) will not be made.
No deduction will be made in cases in which the amount of benefits
payable to all beneficiaries entitled on the same record and living ill
the same household would still be equal to the maximum of the bene-
fits payable on one record even though the benefit of one of the
beneficiaries is subject to deduction. This is a situation which can
arise because of the provision in section 203 (a) of the act as amended
by the bill for making any reductions required by the maximum after,
rather than before, deductions from benefits have been made. For
example, take the case of a widow and three children entitled to
benefits on the wage record of a deceased worker whose average
monthly wage is $100 and whose primary insurance amount is $50.
As computed, the benefits would be $37.50 for the widow and $29.17
for each of the three children. However, this would bring the total
benefits above the $80.00 maximum amount payable in respect to an
average monthly wage of $100. The benefits are therefore reduced
to $24.00 for the widow and $18.70 for each child. This results in total
benefits of $80.10. (The 10 cents above the maximum is permitted
by the provision of sec. 215 (h), discussed hereafter, covering rounding
of benefits, which is performed after the application of the maximum
benefit provision.)

If one child goes to work while under age 18 for wages in excess of
$50 per month, his benefit would, but for the new subsection (h), be
withheld under the provisions of subsection (b) and the benefits for
the widow and the other two children would be increased so that the
total benefits based on the same wage record would again be at the
maximum. Accordingly, except for the new subsection (h), the wid-
ow's benefit would be raised to $31.30 and each of the other two chil-
dren to $24.40, which gives the family the $80.00 maximum (again,
subject to the rounding provision, which brings the total to $80.10).
Instead, of requiring these changes, the new subsection (h) provides for
continuing to pay the widow $24.00 and each of the three children
$18.70, making no deductions in this case, inasmuch as the total
amount payable to the family would remain the same whether or
not the deduction is made.

Similarly, the new subsection (h) provides for making a reduction
in a benefit subject to deduction under subsection (b) where the
result of making such a deduction would be to leave the family in the
same position as if only a partial reduction had been made. For
example, assume a widow and three children entitled to benefits on
the wage record of a deceased worker whose average monthly wage is
$150 and whose primary insurance amount is $57.50. The benefits
as computed would be $43.13 for the widow and $33.54 for each child.
This, however, would bring the total benefits above the $120.00 maxi-
mum amount payable on an average monthly wage of $150.00. The
benefits are therefore reduced to $36.00 for the widow and $28.00 for
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each of the three children. If one child goes to work while under age
18 for wages in excess of $50 a month, his benefit would (but for the
new subsection (h)) be withheld under the provisions of subsection
(b) and the benefits for the widow and the other two children would
then be raised to the full amount to which they are entitled (after
rounding, $43.20 for the widow and $33.60 for each of the other two
children), since the total of $110.40 is below the maximum for the
family. However, rather than have the full benefit for the working
child suspended and checks recomputed for the new amounts for
the widow and the other two children, the new subsection (h) pro-
vides for continuing to pay the widow a benefit of $36.00 and the two
nonemployed children benefits of $28.00 each, a total of $92.00. The
employed child's benefit would be subject to a deduction of $9.60,
and his remaining amount, $18.40 would bring the total benefits
paid to the family to the $110.40 which they would receive even if
the full amount of the deduction imposed with respect to the em-
ployed child had been made.
The new subsection (h) will apply only as to beneficiaries on one

wage record who are all living in the same household. It, therefore,
does not result in a loss to members of one household when the benefits
of a beneficiary on the same wage record who lives in another household
are subject to deduction under subsection (b), (f), or (g).

This change in existing law has been made in the interest of admin-
istrative efficiency and economy. It would prevent the unjustifiable
costs resulting from applying deductions to one member of a household
and recomputing the benefits payable to the remaining members of
the same household entitled on the same wage record when the total
amount payable to the group as a whole would be as great as though
the deductions had not been made at all, or had been made only in
part, from the individual against whom deductions are otherwise
assessable under subsection (b), (f), or (g).
There was no comparable provision in the bill as passed by the

House.
Deductions with respect to certain lump-sum payments

Section 203 (i) continues the provision of present law which requires
the amount of any lump sum paid under section 204 of the original
Social Security Act to be deducted from any benefits payable on that
individual's wage record.
Attainment of age 75

Section 203 (j) provides that for the purposes of section 203 an in-
dividual shall be considered as 75 years of age during the entire calen-
(lar month in which he attains such age.
Effective date

Section 103 (b) provides that all of the changes made by section 103
(a) of the bill are to be effective on the first day of the second calendar
month after the month of enactment, except that the provisions of sub-
sections (d) and (e) of section 203 of the Social Security Act as in effect
prior to the d(late of enactment of this bill shall be applicable for months
prior to such first day. The bill as passed by the House made the
amendments in this section effective January 1, 1950.
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DEFINITIONS AND COMPUTATIONS

Section 104 (a) of the bill strikes out section 209 of the Social
Security Act and inserts eight new sections (209-216) each of which
is explained below. Section 104 (b) of the bill provides for the effec-
tive date of the amendment made by subsection (a) and is explained
below at the end of the explanation of the new section 216.

DEFINITION OF WAGES

Section 209 of the Social Security Act as amended by the bill
defines the term "wages."
Under existing law (section 209 (a)) the term "wages" means all

remuneration for employment, including the cash value of all remuner-
ation paid in any medium other than cash, with certain specific
exceptions. The bill does not change existing law with respect to
remuneration paid prior to 1951. In the case of remuneration paid
after 1950 the bill changes existing law as explained in the following
paragraphs.

Like the corresponding subsection in the bill as passed by the House,
subsection (a) clarifies existing law by providing expressly that
remuneration specifically excepted from wages under other subsec-
tions of section 209 shall be disregarded in computing the amount of
remuneration with respect to employment which constitutes wages.
Thus, if (luring a calendar year an employee receives remuneration
from his employer on account of medical or hospitalization expenses
in connection with sickness or accident (disability, and if such remuner-
ation is excluded from the definition of wages under the provisions of
section 209 (b) or (() (as amended by the bill), such remuneration
paid to the employee is not taken into account in applying the $3,000
imitation.
The bill differs from the House bill in that the House bill raised

the maximum limitation to $3,600 whereas the bill as reported by
your committee retains the present maximum of $3,000 a year.
~Moreover, the bill does not contain two amendments of existing law
made by the House, one of which would apply the maximum to remu-
neration received from each employer in a calendar year, rather than
all remuneration received during such year, and the other providing
that, for the purpose of determining whether an employer has paid
remuneration in excess of the maximum to anl employee during tilhe
calendar year, any remuneration paid the employee by a predecessor
should be considered as having been paid by the successor employer.
These two amendments were inserted by the House only because of
the provisions, also contained in that bill, extending special treatment
to wages received from nonprofit institutions. Since under the bill
as reported no such special treatment of wages from nonprofit insti-
tutions is necessary, these two amendments of the maximum on
creditable remuneration are unnecessary.

Section 209 (b) as amended by the bill retains the provisions of the
existing section 209 (a) (4) which excludes from the term "wages" the
amount of any payment made to or on behalf of an employee under a
plan or system established by an employer which makes provision for
his employees generally or for a class or classes of his employees
(including any amount paid by an employer for insurance or annuities,
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or into a fund, to provide for any such payment), on account of (1) an
employee's retirement, or (2) an employee's sickness or accident
disability, or (3) medical or hospitalization expenses in connection
with sickness or accident disability of an employee, or (4) the death of
an employee. Under present law, payments made under a plan or-
system providing for death benefits are not excluded from wages if the
employee had certain options or rights, such as the option to receive,
instead of the provision for such death benefit, any part of such pay-
ment by the employer, or the right to assign the death benefit or to
receive a cash consideration in lieu thereof. The amended section
209 (b), as in the House bill, removes such conditions imposed under
existing law with respect to payments providing for death benefits.
Your committee has further amended section 209 (b) so as also to
exclude from wages any payment made to, or onl behalf of, any depend-
ents of an employee (including husbands, wives, children, and other
members of the immediate family) under a plan or system established
by an employer which makes provision for his employees generally
and their dependents or for a class or classes of his employees and their
dependents (including any amount paid by an employer for insurance
or annuities, or into a fund, to provide for any such payment) on
account of (1) an employee's retirement, or (2) sickness or accident
disability of an employee or any of his dependents, or (3) medical or
hospitalization expenses in connection with sickness or accident dis-
ability of an employee or any of his dependents, or (4) the death of an
employee or any of his dependents. Payments of the prescribed
character under a plan or system established by an employer solely for

'the dependents of his employees are not within this exclusion from
wages.

Section 209 (c) as amended by the bill excludes from wages any
payment made to an employee (including any amount paid by an
employer for insurance or annuities, or into a fund, to provide for any
such payment) on account of retirement, irrespective of whether such
payment is male pursuant to a plan or system such as is contemplated
under section 209 (b). The same provision was contained in the House
bill.

Section 209 (d) as amended by the bill excludes from wages any
payment on account of sickness or accident disability, or medical or
hospitalization expenses in connection with sickness or accident disa-
bility, made by an employer to, or on behalf of, an employee after tilhe
expiration of six calendar months following the last calendar month in
which the eml)loyce worked for such employer. This provision of law
will have application in any instance in which any such payment is not
made pursuant to a plan or system and therefore is not excepted from
wages by section 209 (b). In order for a payment to be excepted under
this provision, the payment made by the employer to, or on behalf of,
the employee must be made by reason of the employee's sickness or
accident disabilityy or by reason of medical or hospitalization expenses
in connection wiith such employee's sickness or accident disability and
there must have elapsed immediately prior to the calendar month in
which the payment is made at least six consecutive calendar months
during which the employee did no work for the employer. The same
amendment appeared in the House bill.

67079-50----4
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Section 209 (e) as amended by the bill contains an additional ex.
clusion from the term "wages" with respect to certain payments from
or into a trust exempt from tax under section 165 (a) of the Internal
Revenue Code or tinder or to an annuity plan which meets the re-
quirements of section 165 (a) (3), (4), (5), and (6) of such code.
Under this paragraph a payment made by an employer into a trust
or annuity plan is excepted from wages at the time ot such payment,
if the trust is exempt from tax under section 165 (a) of such code or
the annuity plan meets the requirements of section 165 (a) (3), (4),
(5), and (6) of such code at the time the payment is made thereto.
A payment to, or on behalf of, an employee fiom a trust or under an
annuity plan is also excepted from wages under this paragraph if at
the time of the payment to, or on behalf of, the employee, the trust
is exempt from tax under section 165 (a) or the annuity plan meets
the requirements of section 165 (a) (3), (4), (5), and (6). Your com-
mittee has made a clarifying amendment to section 209 (e) to assure
the exclusion from wages of a payment of the prescribed character
made to or on behalf of a beneficiary of an employee. A payment
made to an employee of an exempt trust as remuneration for services
rendered as such employee and not as a beneficiary of the trust is not
within thle exclusion.

Section 209 (f) as amended by the bill continues without change
thle existing exclusion from wages (sec. 209 (a) (5) of existing law) of
payments by an employer (without deduction from the remuneration
of, or other rlimburseomcnt from, the employee) of the employees'
tax imposed by section 1400 of the Internal Revenue Code and
employee contributions under State unemployment compensation
laws.

Tlie new subsection (g) of section 209 of the Social Security Act as
amended by the bill excludes from wages the remuneration paid in any
medium other than cash to an employees for service not in the course
of thle employer's trade or business or for domestic service in a private
home of the employer. Subsection (li) of section 209 as added by
your committee excludes from wages remuneration paid in any
med(itllr other than cash for agricultural labor. Remuneration in
any medium other than cash incltldes, for example, lodging, food,
clothing, agricultural or horticultural commodities, or car tokens or
weekly transportation passes. Except for a purely technical change,
suIbsection (g) is the same as that contained in the House bill. The
new subsection (hi) liad no parallel in thei bill as passed by tile House.
It has been added by thle bill as reported because your committee has
extenldedl coverage to agricultural labor performed by individuals
regularly employed by the same employer.

Subsection (i) eliminates from the term "wages" the remuneration
(otlier than vacation or sick pay) of a stand-by employee who has
attaine(l age 65 and whose employment relationship has not termi-
nated, if tlihe employee does no work for the employer in the period for
which such remuneration is paid.

Section 209 as amended by the bill contains no provision compar-
able to section 209 (a) (6) of existing law which excludes from the
term "wages" dismissall payments wlhich the employer is not legally
required( to inake. Therefore, a dismissal payment (any payment
made by an employer on account of involuntary separation of the
employee from the service of the employer) will constitute wages
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subject, of course, to the $3,000 limitation, irrespective of whether the
employer is, or is not, legally required to make such payment.
The bill as reported omits an amendment contained in the bill as

passed by the House which expressly included, as remuneration paid
to an employee by his employer, cash tips or other cash remuneration
customarily received by an employee in the course of his employment
from persons other than the person employing him.

DEFINITIONS RELATING TO EMPLOYMENT

Section 210 of the Social Security Act as amended by section 104
(a) of the bill defines the terms "employment," "included and ex-
cluded service," "American vessel," "American aircraft," "American
employer," "agricultural labor," "farm," "State," "United States,"
"citizen of Puerto Rico," and "employee."
Definition of employment

Section 210 (a) of the Social Security Act as amended by the bill
defines the term "employment." (Sec. 209 (b) of existing law
provides the definition of employment.) Under the amendment the
term "employment" is defined to mean any service performed after
December 31, 1936, and prior to January 1, 1951, which constituted
employment under the law applicable to the period in which such
service was performed; and also to mean (1) any service performed
after December 31, 1950, by an employee for the person employing
him, irrespective of the citizenship or residence of either, (A) within
the United States, or (B) on or in connection with an American
vessel or American aircraft (defined in subsecs. (c) and (d), respec-
tively, of sec. 210) under a contract of service entered into within
the United States or during the performance of which and while the
employee is employed on the vessel or aircraft it touches at a port ill
the United States (including an airport, in the case of an aircraft), if the
employee is employed on and in connection with the vessel or aircraft
when outside the United States, and (2) any service performed outside
the United States after December 31, 1950, by a citizen of the United
States as an employee of an American employer (as defined in sec.
210 (e)).
That portion of section 209 (b) of existing law which precedes the

numbered paragraphs (these contain the exceptions from the term
"employment") is changed substantively in only two respects. First,
the definition of employment is extended to include service on or in
connection with an American aircraft to the same extent as service,
already included in the definition, on or in connection with an Ameri-
can vessel. With respect to service performed on or in connection
with an American vessel or American aircraft where the contract of
service is entered into outside the United States, your committee has
made a clarifying amendment which expressly requires that, in order
that the service constitute employment, the employee be employed
on the vessel or aircraft when it touches at a port within the United
States at some time during the performance of the contract of service.
Second, the definition is extended to include service performed out-
side the United States by a citizen of the United States as an em-
ployee of an American employer (the definition of the term "Ameri-
can employer" is discussed below in the explanation of subsection (e)
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of this section in the bill). Under existing law the citizenship or
residence of the employer or employee has no effect upon the deter-
mination of whether or not service constitutes employment, except
as the citizenship or residence of the employer may have a bearing in
determining whether a vessel is an American vessel. Under the amend-
ment this is true with respect to service performed either within the
United States or on or in connection with an American vessel or Ameri-
can aircraft, but in the case of service performed outside the United
States, other than on or in connection with an American vessel or air-
craft, only service (which otherwise constitutes employment) per-
formed by a citizen of the United States for an American employer is
covered.
The definition of the'term "employment" under the amendment, as

applied to service performed prior to January 1, 1951, is subject to the
pertinent exceptions under the law applicable to the period in which
the service was performed. The definition applicable to service per-
formed on and after that date continues unchanged some of the ex-
ceptions contained in the present law, omits or revises others, and adds
certain additional ones. The committee bill with respect to the excep-
-tions from employment differs from the House bill in certain respects
as discussed below.

Paragraph (1) of section 210 (a) of the committee bill takes the
place of the exceptions contained in paragraphs (1) and (2) (A) of
such section under the House bill. Paragraph (1) under the House
bill would have continued the existing exception of agricultural labor
with certain modifications in the definition of the term, and paragraph
(2) (A) would have excepted from employment service not in the
course of the employer's trade or business (including domestic service
in a private home of the employer) performed on a farm operated for
profit. Service of the latter mentioned character is, by reason of an
amendment made by your committee to the definition of the term
"agricultural labor" (which is discussed under subsection (f) of this
section of the bill), included within the definition of such term.
Subparagraph (A) of paragraph (1) under the committee bill ex-

cludes from employment agricultural labor (as defined in section 210
(f)) performed in any calendar quarter by an employee, but only if
the cash remuneration paid for such service is less than $50 or the
service is performed by an individual who is not regularly employed
by the employer to perform such service. The cash test of at least
$50 refers to cash paid for services performed during a calendar
quarter, regardless of when paid. As used in subparagraph (A), the
term "cash remuneration" includes checks and other monetary media
of exchange. Subparagraph (A) provides that an individual shall be
deemed, for the purposes of such subparaglaph, to be regularly cm-
ployed(l by an employer during a calendar quarter only if (i) on each
of some 60 (lays (during the calendar quarter such individual performs
agricultural labor for such employer for some portion of the (lay, or
(ii) such individual was regularly employed (determined in accordance
with the test in the prleceding clause) by such employer in the per-
formance of service of the prescribed character during the preceding
calendar quarter.

Subparagraph (B) of paragraph (1) in the bill as reported excludes
from employment service performed in connection with the production
or harvesting of any commodity defined as an 'agricultural commodity
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in section 15 (g) of the Agricultural Marketing Act, as amended, or in
connection with the ginning of cotton. Service of the character
prescribed in this subparagraph is excepted from employment,
regardless of the amount of the remuneration paid for, or the regularity
of the performance of, such service. With respect to service performed
in connection with the production or harvesting of any commodity
defined as an agricultural commodity in section 15 (g) of the Agri-
cultural Marketing Act, as amended, the exception under this sub-
paragraph will apply only to service performed in connection 'with
the production or harvesting of crude gum (oleoresin) from a living
tree or the processing of such crude gum into gum spirits of turpentine
and gum resin, provided such processing is carried on by the original
producer of such crude gum.
Paragraphs (2) and (3) under the committee bill correspond to

paragraphs (2) (B) and (3) under the House bill. Paragraph (2)
of existing law excludes from employment domestic service in a private
home, local college club, or local chapter of a college fraternity or
sorority; paragraph.. (3) of existing law excludes from employment
casual labor not in the course of the employer's trade or business.
Paragraph (2) under the committee bill, which is the same as para-
graph (2) (B) under the House bill, excludes from employment
domestic service performed in a local college club, or local chapter
of a college fraternity or sorority, by a student who is enrolled and is
regularly attending classes at a school, college or university.

Paragraph (3) under the committee bill excludes from employment
service not in the course of the employer's trade or business includingg
domestic service in a private home of the employer) performed in any
calendar quarter by an employee, but only if the cash remuneration
paid for such service is less than $50 or such service is performed by an
individual who is not regularly employed by the employer to perform
such service. The amendment substitutes a cash and regularity-of-
employment test for the test set forth in existing law governing casual
labor. The cash test refers to the cash paid for services performed
during a calendar quarter, regardless of when paid. The term "cash
remuneration" includes checks and other monetary media of exchange.
Paragraph (3) )rovides that an individual shall be deemed, for the
purposes of such paragraph, to be regularly employed by an employer
during a calendar quarter only if (A) on each of some 24 days duringsuch quarter such individual performs for such employer for some por-
tion of the day service of the prescribed character, or (B) such indi-
vidual was regularly employed determinedd in accordance with the
test in the preceding clause) by such employer in the performance of
service of the prescribed character during the preceding calendar
quarter. Since the definition of agricultural labor as amended by
your committee includes service not in the course of the employer's
trade or business, and domestic service in a private home of the em-
ployer, if performed on a farm operated for profit, paragraph (3) under
the committee bill has practical application only to service of the
prescribed character performed other than on a farm operated -for
profit. Paragraph (3) under the committee bill differs from such
paragraph under the House bill in several material respects. Your
committee has increased the cash test from $25 to $50 per quarter and
has substituted 24 days for 26 days in the regularity-of-employment

85



SOCIAL SECURITY ACT AMENDMENTS OF 1950

test, together with a clarifying amendment to such latter-mentioned
test.
Paragraph (4), which is the same as under the House bill, continues

without change the present family employment exclusion.
Paragraph (5), which is the same as under the House bill, continues

without change the present exclusion of service performed on or in
connection with a vessel not an American vessel, but extends the
exclusion to service performed by an individual on or in connection
with an aircraft, not an American aircraft, if such individual is em-
ployed on and in connection with such aircraft when it is outside the
United States.

Paragraphs (6) and (7) of the bill supersede paragraph (6) of existing
law. The existing paragraph excludes from employment service
in the employ (1) of the United States or (2) of an instrumentality of
the United States which is either wholly owned by the United States
or exempt from the employers' tax imposed by section 1410 of the
Internal Revenue Code by virtue of any other provision of law. The
effect of:the new paragraphs (6) and (7) is to include as employment
a portion of the Federal services excluded from employment under
existing law.
The new paragraph (6), which is the same as in the House bill,

excludes from employment service performed in the employ of any
instrumentality of the United States, if such instrumentality is exempt
from the employers' tax imposed by section 1410 of the Internal
Revenue Code by virtue of any other provision of law which spe-
cifically refers to such section 1410 in granting the exemption from the
tax imposed by such section. (In connection with par. (6), see the
explanation of sec. 1412 of the Internal Revenue Code, added by
sec. 202 (a) of the bill.) Paragraph (6) will not operate to exclude
from employment the services referred to therein unless and until
the Congress grants to a Federal instrumentality a specific exemption
from the tax imposed by section 1410.
The new paragraph (7) contains four separate subparagraphs.

Subparagraph (A) excepts from employment service performed in the
employ of the United States, if the service is covered by a retirement
system established by a law of the United States or by a retirement
system established by the agency for which such service is performed.

In the case of service performed in the employ of. an instrumentality
of the United States, subparagraph (B) excepts such service from
employment, if the service is covered by a retirement system estab-
lished by a law of the United States. Subparagraph (C) excepts
from employment, with certain exceptions hereinafter referred to,
service. performed in the employ (1) of a wholly owned instrumentality
of the United States or (2) of an instrumentality of the United States
which (i) has a general tax exemption (i. o., an exemption which does
not specifically refer to the tax imposed by section 1410 of the Internal
Revenue Code) in effect at the time the service is performed and
(ii) was, on December 31, 1950, exempt from the tax imposed by such
section 1410. The exception from employment under subparagraph
(C) does not apply to (i) service performed in the employ of a national
farm loan association, a production credit association, a State county,
or community committee under the Production and Marketing
Administration, a Federal credit union, the Bonneville Power Admin-
istrator, or the United States Maritime Commission, or (ii) service
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performed in the employ of theJTennessee Valley Authority unless
such service is covered by a retirement system established by such
Authority, or (iii) service performed by a civilian employee, not
compensated from funds appropriated by the Congress, in the Army
and Air Force Exchange Service, Army and Air Force Motion Picture
Service, Navy Ship's Service Stores, Marine Corps Post Exchanges,
or other activities, conducted by an instrumentality of the United
States subject to the jurisdiction of the Secretary of Defense, at
installations of the National Military Establishment for the comfort,
pleasure, contentment, and mental and physical improvement of
personnel of such establishment.
Subparagraph (D) contains 12 special classes of excepted services

performed in the employ of the United States or of any instrumentality
of the United States, which are in addition to the general exceptions
contained in subparagraphs (A), (B), and (C). These special classes
of excepted services are as follows:

(i) Service performed as the President or Vice President of the
United States or as a Member of the Congress of the United States, a
Delegate to the Congress, or a Resident Commissioner;

(ii) Service performed in the legislative branch of the United States
Government (service in the judicial branch of the United States
Government is excluded from employment under paragraph (7) (A)
by reason of the fact that all service performed in such branch is
covered by a retirement system established by congressional enact-
nent);

(iii) Service performed in the field service of the Post Office Depart-
ment unless performed' by any individual as an employee who is.
excluded by Executive order from the operation of. the Civil Service
Retirement Act of May 29, 1930, because he is serving under a
temporary appointment pending final determination of eligibility for
permanent or indefinite appointment;

(iv) Service performed in or under the Bureau of the Census of the
Department of Commerce by temporary employees employed for the
actual taking of any census (exclusive of clerical or other employees
employed for work other than in the actual taking of the census);

(v) Service performed by any individual as an employee who is
excluded by Executive order from the operation of thlie Civil Service
Retirement Act of May 29, 1930, because of payment on a contract
or fee basis;

(vi) Service performed by an individual as an employee for nominal
comJpensation of $12 or less per annum;

(vii) Service performed in a hospital, home, or other institution of
the United States by a patient or inmate thereof;

(viii) Service performed by any indlividlual as a consular agent
appointed under the authority of section 551 of the Foreign Service
Act of 1946;

(ix) Service performed by student nurses, medical or dental interns,
residents-in-training, student dietitians,. student physical therapists,
or student occupational therapists, assigned or attached to a hospital,
clinic, or medical or dental laboratory operated by any department,
agency, or instrumentality of the Federal Government, or by certain
other student employees described in section 2 of the act of August 4,
1947;
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(x) Service performed by any individual as an employee serving on a
temporary basis in case of fire, storm, earthquake, flood, or other
emergency;

(xi) Servic, performed by any individual as an employee who is
employed under a Federal relief program to relieve him from unem-
ployment; or

(xii) Service performed as a member of a State, county or com-
munity committee under the Production and Marketing Administra-
tion or of any other board, council, committee, or other similar body,
unless such board, council, committee, or other body is composed
exclusively of individuals otherwise in the full-time employ of the
United States.
Under the committee bill service performed in the employ of the

United States which is not covered by a retirement system established
either by a law of the United States or by the agency for which the
service is performed constitutes employment, unless such service is
excel)ted from employment by 1 of the 12 special classes of excepted

services or by some provision of section 210 (a) other than paragraph
(7). -Service performed in the employ of a wholly owned instru-
mentality of the United States constitutes employment under the
amend(lment, if the service is specifically mentioned in subpara-
graph (C) as one of the classes of services to which the basic provisions
of such subparagraph shall not be applicable, unless the service (1) is
covered by a retirement system established by a law of the United
States subpara. (B)), or (2) is exceptedl from eml)loyment by one of
the twelve special classes of excepted services, (subpar. (D)), or (3) is
excepted from employment by some provision of section 210 (a) other
than l)aragraph (7).

Service performed in the employ of an instrumentality which has a
blanket tax exemption and which had such an exemption on Decem-
ber 31, 1950, is covered under the same conditions as those applying
to service performed in the employ of a wholly owned instrulmentality.
Service performed in the employ of any other instrumentality of the
United States constitutes employment, unless the service (1) is covered
byv aretirement system established by a law of tilhe United States
(sub)par. (B)), or (2) is exceI)te( from employment by one of the twelve
special classes of excepted services (subpar. (D)), or (3) is excepted
from employment by some provision of section 21() (a) other than
paragraph (7). Determinations as to whether services are covered
by a retirement system of the requisite character are to be made as
of the tilne the services are performed.

Service performed by most civilian and all military personnel of the
United States will be excepted from employment under the amend-
ment since such service is covered by a retirement system established
by a law of the United States. On the other hand, the amendment has
the effect of extending coverage to certain Federal employees, such as
temporary employees of the United States who are excluded from
coverage under the Federal civil-service retirement system pending
permaIlent or indefinite appointment, and certain other short duration
employees likewise excluded from coverage under the Federal civil-
service retirement system. Service (which otherwise constitutes em-
ployment) performed by certain civilian employees in the employ of
some instrumentalities of the United States, such as national farm loan
associations, production credit associations, Federal credit unions, and
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certain military post exchanges and similar organizations, will be
covered employment under the amendments made by the bill.

Paragraph (8) of the committee bill continues the existing exception
from employment of service performed for State governments, their
political subdivisions, and certain of their instrumentalities except as
such service may be included under an agreement under section 218.
Your committee has restored that portion of the existing section 209
(b) (7) which was omitted from the House bill, relating to the excep-
tion from employment of service (not included in an agreement under
sec. 218) performed in the employ of an instrumentality of one or more
States or political subdivisions to the extent that the instrumentality
is, with respect to such service, immune under the Constitution of the
United States from the employers' tax imposed by section 1410 of the
Internal Revenue Code. Your committee has eliminated that pro-
vision of the House bill which would have extended coverage on a
compulsory basis to certain employees of publicly owned transit
systems.
Paragraph (9) of the committee bill takes the place of the existing

exception from employment of service performed for certain religious,
charitable, scientific, literary, educational, or humane organizations
(sec. 209 (b) (8)). Subparagraph (A) of paragraph (9), which is the
same as paragraph (9) of the House bill, excepts from employment
service performed by a duly ordained, commissioned, or licensed
minister of a church in the exercise of his ministry or by a member of
a religious order in the exercise of the duties required by such order.
The exception contained in subparagraph (A) applies to the perform-
ance of services which are ordinarily the duties of such ministers or
members of religious orders. The duties of ministers include the minis-
tration of sacerdotal functions and the conduct of religious worship,
and the control, conduct, and maintenance of religious organizations
(including the religious boards, societies, and other integral agencies
of such organizations), under the authority of a religious body con.
stituting a church or church denomination.

Subparagraph (B), which was added by your committee to the
House bill, excepts from employment (1) service performed in the
employ of a corporation, fund, or foundation, which is exempt from
income tax under section 101 (6) of the Internal Revenue Code and is
organized and operated primarily for religious purposes; and (2)
service performed in the employ of a corporation, fund. or foundation,
which is exempt from income tax under section 101 (6) of the code
and is owned and operated by one or more of the corporations, funds,
or foundations referred to in clause (1) of this sentence. This ex-
.coption from employment, however, is not applicable to service in
the employ of any organization described in either clause (1) or (2)
of the preceding sentence which is performed on or after the first day
of the calendar quarter following the calendar quarter in which such
organization files with the Commissioner of Internal Revenue a
statement that it desires to have the insurance system established
by title II of the Social Security Act extended to service performed by
its employees. The statement provided for under subparagraph
(B) must be filed by each organization which desires coverage for
its employees and must apply to all its employees other than those to
which subparagraph (A) is applicable. Subparagraph (B) further
provides that such statement may be filed on, before, or after January
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1, 1951; however, because the effective date of section 104 (a) of the
bill (in which this subparagraph is included) is January 1, 1951, the
election will not be effective with respect to services performed prior
to January 1, 1951. Service with respect to which an election is ill
effect constitutes employment, unless excepted from employment under
some provision of section 210 other than paragraph (9) (B). An
election once having been duly made cannot be revoked.
The effect of the new paragraph (9) will be (a) to extend coverage

on a compulsory basis to service which is excepted under present law
by the provisions of section 209 (b) (8), other than service performed
in the employ of the organizations described in subparagraph (B)
of paragraph (9) or service otherwise excluded under section 210;
and (b) to extend coverage on an elective basis to service performed
in the employ of the organizations described in subparagraph (B)
of paragraph (9), except as to service by ministers and members of
religious orders referred to in subparagraph (A) of paragraph (9),
or service otherwise excepted under section 210.

Paragraph (9) under the committee bill eliminates the necessity
for the special provision which would have been added as section
205 (o) of the Social Security Act by section 109 (c) of the House
bill, relating to the crediting of wages paid for service in the employ
of religious, charitable, educational, or similar nonprofit employers.

Paragraph (10), which is the same as under the House bill, con-
tinues without change the existing exclusion of service performed by
an employee or employee representative covered by the railroad
retirement system.

Paragraph (11) revises certain exclusions contained in paragraph
(10) of existing law, and omits others. Subparagraph (A) of para-
graph (11) excludes service performed in any calendar quarter in the
employ of any organization exempt from income tax under section
101 of the Internal Revenue Code, if the remuneration for such
service is less than $50 ($45 or less under existing law, and less than
$100 under the House bill). The dollar test under subparagraph (A)
is the amount earned in a calendar quarter and not the amount paid
in a calendar quarter. Subparagraph (B) excludes service performed
in the employ of a school, college, or university, whether or not
exempt from income tax under such section 101, if such service is
performed by a student who is enrolled and is regularly attending
classes at such school, college, or university.

Paragraphs (12) and (13), which are the same as under the House
bill, continue without change the present exclusion of service per-
formed in the employ of a foreign government or of a wholly owned
instrumentality of a foreign government under certain prescribed
conditions.
Paragraph (14), which is the same as under the House bill, con-

tinucs without change the exclusion of service performed by certain
student nurses and interns.
Paragraph (15), which is the same as under the House bill, con-

tinues without change the present exclusion of certain fishing services.
Paragraph (16), which is the same as under the House bill, con-

tinues without change the present exclusion of services performed in
the delivery and distribution of newspapers, shopping news, and
magazines under certain prescribed conditions.
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Paragraph (17), which is the same as under the House bill, con-
tinues without change the present exclusion of service performed for
an international organization.
Your committee has eliminated paragraph (18), contained in the

IHouse bill, which would have excepted from employment service per-
formed by a particular type of salesman. The exception is no longer
necessary in view of the action of your committee in eliminating
paragraph (4) of the definition of the term "employee" contained in
section 210 (k).
Included and excluded service
Section 210 (b) of the Social Security Act as amended by the bill

sets forth, without change, the existing law (sec. 209 (c)) relating to
the included-excluded rule for determining employment.
Definition of "American vessel"
Section 210 (c), which is the same as under the House hill, sets

forth, without change, the existing law (sec. 209 (d)) defining the
term "American vessel."
Definition of "American aircraft"
Section 210 (d), which is the same as under the House bill, defines

the term'"American aircraft" to mean, for the purposes of title II of
the Social Security Act., an aircraft registered under the laws of the
United States.
Definition of "American employer"
Section 210 (e), which is the same as under the House bill, defines

the term "American employer." Such term means, for the purposes
of title II of the Social Security Act, an employer which is (1) the
United States or any instrumentality thereof, (2) a State or any
political subdivision tliereof, or any instrumentality of any one or
more of the foregoing, (3) an individual who is a resident of the United
States, (4) a partnership, if two-thirds or more of the partners are
residents of the United States, (5) a trust, if all of the trustees are
residents of the United States, or (6) a corporation organized under
tlie laws of the United States or of any State.
Definition of "agricultural labor"

Section 210 (f) in the bill defines the term ' agricultural labor" for
the purposes of title II of the Social Security Act and is the same as
section 210 (f) in the House bill, except for a change in paragraph (3),
the addition of paragraph (5) and a minor technical change. The
section of existing law which defines this term (sec. 209 (1)) contains
four numbered paragraphs. The new subsection (f) of section 210
contains five numbered paragraphs. Paragraph (1) of existing law
relates to service performed on a farm, in the employ of any person,
in connection with cultivating the soil or in connection with raising
or harvesting any agricultural or horticultural commodity, including
the raising, shearing, feeding, caring for, training, and management
of livestock, bees, poultry, and fur-bearing animals and wildlife.
Paragraph (2) of existing law relates to service performed in the employ
of the owner, tenant, or other operator of a farm in connection with the
operation, management, conservation, improvement, or maintenance
of such farm, and its tools and'equipment, or in salvaging timber or
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clearing land of brush and other debris left by a hurricane, if the major
portion of the service is performed on a farm. The new paragraphs
(1) and (2) continue Without change the provisions of paragraphs (1)
and (2) of existing law.

Paragraph (3) of existing law includes as 'agricultural labor the
following services even though not performed on a farm: Services per-formed in connection with the production or harvesting of maple sirup
or maple sugar or any commodity defined as an agricultural commodity
in section 15 (g) of the Agricultural Marketing Act, as amended; or
in connection with the raising or harvesting of mushrooms; or in con-
nection with the hatching of poultry; or in connection with the gin-
ning of cotton; or in connection with the operation or maintenance of
ditches, canals, reservoirs, or waterways used exclusively for supplying
and storing water for farming purposes. The new paragraph (3) of
the committee bill includes as agricultural labor only services per-
formed in connection with the production or harvesting of any com-
modity defined as an agricultural commodity in section 15 (g) of the
Agricultural Marketing Act, as amended; or in connection with the
ginning of cotton; or in connection with the operation or maintenance
of ditches, canals, reservoirs, or waterways, not owned or operated
for profit, used exclusively for supplying and storing water for farming
purposes. Your committee has added to the House bill the provision
with respect to the operation of ditches, canals, reservoirs, or
waterways.
The effect of the amended paragraph (3) is to exclude from the

definition of agricultural labor services performed in connection with
with the production or harvesting of maple sap, or in connection with
the raising or harvesting of mushrooms, or in connection with the
hatching of poultry, unless such services are performed on a farm
(as defined in sec. 210 (g)). Thus, services performed in connection
with the operation of a hatchery, if not operated as part of a poultry
or other farm, will be covered employment. Under the amendment
services performed in the processing (as distinguished from the gather-
ing) of maple sap into maple sirup o-a^ple sugar do not constitute
agricultural labor, even though such services are performed on a farm.
Services performed in connection with tle operation or maintenance
of ditches, canals, reservoirs, or waterways, not owned or oprated
for profit, used exclusively for supplying and storing water for farming
purposes, constitute agricultural labor under the amendment made by
your committee. Services referred to in the preceding sentence would
not constitute agricultural labor under the House bill, unless the
major part of such services were performed on a farm and such services
were performed in the employ of the owner, tenant, or other operator
of a farm, in connection with the operation, conservation, improve-
ment or maintenance of such a farm.

Paragraph (4) of existing law includes as agricultural labor service
performed in the handling, planting, drying, packing, packaging,
processing, freezing, grading, storing, or delivering to storage or to
market or to a carrier for transportation to market any agricultural or
horticultural commodity, provided such service is performed as an
incident to ordinary farming operations or, in the case of fruits or
vegetables, as an incident to the preparation of such fruits and vege-
tables for market. Subparagraphs (A) and (B) of the new paragraph
(4) are a complete revision of the afore-mentioned provisions of para-
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graph (4) of existing law. Under such subparagraph (A) the term
"agricultural labor" includes service performed in the employ of the
owner-operator, tenant-operator, or other operator of a farm in hand-
ling, planting, drying, packing, packaging, processing, freezing,
grading, storing, or delivering to storage or to market or to a carrier
for transportation to market} any agricultural or horticultural com-
modity in its unmanufactured state, provided such operator produced
more than one-half of the commodity with respect to which such
service is performed during the pay period. Under such subpara-
graph (B) the term "agricultural labor" includes service of the
character described in the preceding sentence performed in the employ
of a group of operators of farms (other than a cooperative organi-
zation), provided such operators produced all of the commodity with
respect to which such service is performed during a pay period. The
tests "as an incident to ordinary farming operations" and "as an
incident to the preparation of fruits or vegetables for market" have
been stricken by the amendment and in lieu thereof three tests have
been substituted, namely, the status of the person for whom the
service is performed, the state of the commodity with respect to which
the service is performed, and the extent to which such commodity was
produced by the operator or group of operators in whose employ the
service is performed.
Under existing law, service of the prescribed character performed

with respect to fruits or vegetables in the employ of any person con-.
stitutes agricultural labor, provided such service is performed "as an
incident to the preparation of such fruits or vegetables for market";
and such service with respect to all other agricultural or horticultural
commodities constitutes agricultural labor, if the service is performed
"as an incident to ordinary farming operations." Under the amend-
mnent service of the character prescribed therein is included as agricul-
tural labor only if performed in the employ of the operator of a farm or
a group of operators of farms (other than a cooperative organization).
The term "operator of a farm" as used in paragraph (4) means an
owner, tenant, or other person, in possession of a farm and engaged in
the operation of such farm. Service of the prescribed character per-
formed in the emI)loy of a cooperative organization does not constitute
agricultural labor. The term "organization" as used in subparagraph
(B) includes corporations, joint-stock companies, and associations
which are treated as corporations under the Internal Revenue Code.
For the purposes of such subparagraph, any unincorporated group of
operators will be deemed a cooperative organization if the number of
operators comprising such group is more than 20 at any time during
the calendar quarter in which the service involved is performed.
Under the amendment service of the prescribed character with

respect to an agricultural or horticultural commodity constitutes agri-
cultural labor only if the service is performed with respect to such
commodity in its unmanufactured state. The effect of this provision
is to exclude from the definition of agricultural labor under paragraph
(4) any service of the prescribed character performed with respect to
a commodity the character of which has been changed from its raw
or natural state by a processing operation. For example, the slicing
and sun-drying or dehydration of apples are not processing operations
which change the character of the apples, but the grinding of dried
apples or the pressing of raw apples into cider is a processing opera-
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tion which changes the character of the apples from their raw or
natural state. Where the service of the prescribed character is per-
formed in the employ of the operator of a farm, such service does not
constitute agricultural labor under the amendment unless such oper-
ator produced more than one-half of the commodity with respect to
which the service is performed during the pay period. Where the
service is performed in the employ of a group of operators of farms
(other than a cooperative organization), such service does not consti-
tute agricultural labor under the amendment unless such operators
produced all of the commodity with respect to which the service is
performed during the pay period. The term "commodity" refers to
a single agricultural or horticultural product; that is, all apples are to
be treated as a single commodity, while apples and peaches are to be
treated as two separate commodities. The service with respect to
each such commodity is to be considered separately.
Paragraph (5) which has been added by your committee to section

210 (f) includes as agricultural labor service not in the course of the
employer's trade or business or domestic service in a private home of
the employer, if such service is performed on a farm operated for
profit. The inclusion of these services as agricultural labor eliminates
the necessity for any separation of services performed within the
residence of the farm operator by his employees from those performed
by such employees on any other part of the farm. It also eliminates
the necessity for any separation of services not in the course of all
employer's trade or business from those which are in the course of his
trade or business. Generally, a farm is not operated for profit if it is
occupied primarily for residential purposes, or is used primarily for
the pleasure of the occupant or his family such as for the entertainment
of guests or as a hobby of the occupant or his family.

Section 210 (f) provides in effect that service of the character
prescribed in paragraph (4), performed in connection with commercial
canning or commercial freezing or in connection with any agricultural
or horticultural commodity after its delivery to a terminal market
for distribution for consumption, does not constitute agricultural
labor under paragraph (4). This provision is in all material respects
the same as that in existing law.
Definition of "farm"

Section 210 (g), which is the same as under the House bill, con-
tinues without change the definition of the term "farm" as defined
in section 209 (1) of existing law, but extends the application of such
definition to all of title II of the act, rather than limiting it to the
definition of the term "agricultural labor" as in existing law.
Definition of "Slate"

Section 210 (h), which is the same as under the House bill, defines
the term "State." Under existing law the term "State" includes
Alaska, Hawaii, and the District of Columbia. Tr'he amendment also
inclu(les within such term the Virgin Islands and, on and after the
effective (late specified in section 219 (i. e., the date on which the
provisions of title II of the Social Security Act are extended to Puerto
Rico), Puerto Rico.
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Definition'of "United States"
Section 210 (i), which is the same as under the House bill, provides

that the term "United States" when used in a geographical sense
includes the Virgin Islands and, on and after the effective date
specified in section 219, Puerto Rico.
Citizen of Puerto Rico

Section 210 (j), which is the same as under the House bill, provides
that an individual who is a citizen of Puerto Rico (but not otherwise
ia citizen of the United States) and who is not a resident of theUnited
States shall not be considered, for the purposes of section 210, as a
citizen of the United States prior to the effective date specified in
section 219. Section 210 (j) is designed to exclude from employment
(prior to the effective date specified in sec. 219) services performed
by such a citizen of Puerto Rico who works in Puerto Rico (or else-
where outside the United States) as an employee for an American
employer (as defined in sec. 210 (e)).
Definition of "employee"

Section 210 (k) defines the term "employee" for the purposes of
title II of the Social Security Act. The existing definition of employee
(sec. 1101 (a) (6) of existing law) is repealed by section 403 (a) of the
bill, effective with respect to services performed after December 31,
1950.
Paragraphs (1), (2), and (3) of the definition provide separate and

independent tests for determining who are employees. If an individ-
ual is an employee under any one of the paragraphs, he is to be con-
sidered an employee whether or not he is an employee under the
other paragraphs.
Paragraph (1) continues without change the present provision

that any officer of a corporation is an employee.
Under paragraph (2) the usual common-law rules applicable in

determining the employer-employee relationship are to be used to
determine whether an individual is an employee. Your committee
has eliminated the second sentence of paragraph (2) of the definition
of the term "employee" in the House bill which was designed to
modify the effect of the United States Supreme Court's holding in
Bartels v. Birmingham ((1947) 332 U. S. 126).
The statutory provisions set forth in paragraph (3) are designed to

extend the definition to include certain individuals who, although not
employees under the usual common-law rules, occupy substantially
the same status as those who are employees under such rules.
Paragraph (3) covers individuals in the following occupational

groups who perform services for remuneration under certain prescribed
circumstances:

(A) As an agent-driver or commission-driver engaged in distributing
meat products, bakery products, or laundry or dry-cleaning services;
or

(B) As a full-time life insurance salesman.
The application of this paragraph of the definition requires the

indentifying of the individual as one who performs service in one of
the designated occupational groups. If the services are not performed
in one of the designated occupational groups, paragraph (3) is in-
applicable with respect to such services. The language used in the
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bill to designate the respective occupational groups relates to fields
of endeavor in which particular designations are not necessarily in
universal use with respect to the same service. The designations are
addressed to the actual services without regard to any technical or
colloquial labels which may be attached to such services. The pur-

-pose in listing these categories is not to define but to identify each
occupational group. Thus, a determination whether services fall
within one of the categories depends upon the facts of the particular
situation.
The factual situations set out below are illustrative of some of the

individuals falling within each of the occupational groups enumerated
in paragraph (3) of the definition. The mere fact that an individual
falls within an enumerated occupational group, however, does not in
itself make such individual an employee under this paragraph, unless
the contract of service contemplates that substantially all of the
services are to be performed personally by such individual, there is
no substantial investment by such individual in facilities used in con-
nection with the performance of such services (other than the invest-
ment in facilities for transportation), and the service is not in the
nature of a single transaction.
The illustrative factual situations are as follows:
(A) Agent-driver or commission-driver engaged in distributing meat

products, bakery products, or laundry or dry-cleaning services.-This
category includes an individual who operates his own truck or the
truck of the company for which he performs services, serves customers
designated by the company as well as those solicited on his own, and
whose compensation is a commission on his sales or the difference
between the price he charges his customers and the price he pays to the
company for the product or service.

(B) Full-time life insurance salesman.-Any individual who is not
an employee under the usual common-law rules and whose entire or
principal business activity is devoted to the solicitation of life insurance
or annuity contracts primarily for one life insurance company is
deemed to be an employee of such company or of its general agent
under paragraph (3) of the definition. Such a salesman ordinarily
uses the office space provided by the company or its general agent,
and stenographic assistance, telephone facilities and forms, rate
books, and advertising materials are usually made available to him
without cost. He occupies a general status in many ways comparable
to that of common-law employees. An individual who is engaged in
the general insurance business under a contract or contracts of service
which do not contemplate that the individual's principal business
activity will be the solicitation of life insurance and annuity contracts
for one company, or any individual who devotes only part time to the
solicitation of life insurance or annuity contracts, and is principally
engaged in other endeavors, is not within paragraph (3) of the
definition.

In order for an individual to be an employee under paragraph (3),
the individual must perform services for remuneration in an occupation
falling within one of the enumerated groups, and the contract of
service must contemplate that substantially all the services to which
the contract relates in the particular designated occupation are to be
performed personally by such individual. However, even though
this condition is met, the individual is not an employee within the
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meaning of paragraph (3) if (a) such individual has a substantial
investment in facilities used in connection with the performance of
such services (other than the investment in facilities for transporta-
tion), or (b) the particular services are in the nature of a single
transaction not part of a continuing relationship with the person for
whom the services are performed.
For the purposes of paragraph (3) of the definition, the term "con-

tract of service" means an arrangement, formal or informal, under
which the particular services are performed. The requirement that
the contract of service shall contemplate that substantially all of the
services are to be performed personally means that it is not contem-
plated that any material part of the services to which the contract
relates will be delegated to any other person by the individual who
undertakes to perform such services.
In order for an individual to be an employee under paragraph (3)

of the definition, he must not have a substantial investment in facilities
used in connection with the performance of such services (other than
the investment in facilities for transportation). The facilities here
pertinent include equipment and premises available for the work or
enterprise as distinguished from education, training, and experience,
but do not include such tools, instruments, equipment, or clothing as
are commonly or frequently provided by employees. An investment
in an automobile by an individual which is used primarily for his own
transportation in connection with performance of services for another
person has no significance under this paragraph since such investment
is comparable to outlays for transportation by an individual perform-
ing similar services who does not own an automobile. Moreover,
under paragraph (3), the investment in facilities for the transportation
of the goods or commodities to which the services relate is to be ex-
cluded in determining the investment in a particular case.

If an individual has a substantial investment in facilities of the
requisite character, he is not an employee within the meaning of
paragraph (3) of the definition, since a substantial investment of the
requisite character standing alone is sufficient to exclude the individual
from the employee concept under such paragraph.

If the services are not performed as part of a continuing relationship
with the person for whom the services are performed, but are in the
nature of a single transaction, the individual performing such services
is not an employee within the meaning of paragraph (3) of the defini-
tion.
The House bill listed six other occupational groups but did not list

a separate category of agent-driver or commission-driver. Your
committee has limited the application of paragraph (3) to the two
groups listed.
Your committee has eliminated the statutory concept set forth in

paragraph (4) of the definition of the term "employee" in the House
bill.

SELF-EMPLOYMENT INCOME

Section 211 of the Social Security Act, as amended by the bill,
defines the following terms for the purposes of title II of such act:
"net earnings from self-employment," "self-employment income,"
"trade or business," "partnership and partner," and "taxable year."
All of such terms, as defined in section 211, have exactly the same
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meaning -as when used in the Self-Employment Contributions Act
(subch. E of ch. 1 of the Internal Revenue Code). A detailed discus-
sion of the definitions of "net earnings from self-employment,"
"self-employment income," and "trade or business" appears in the
explanation in this report of section 208 of the bill.

It will be noted, in connection with the term "net earnings from
self-employment," that income derived by a nonresident alien indi-
vidual from a trade or business carried on within the United States
constitutes net earnings from self-employment for the purposes of
title II of the Social Security Act and the Self-Employment Contribu-
tions Act, although no part of such net earnings from self-employment
constitutes "self-employment income" as defined by section 211 (b) of
the Social Security Act or by section 481 (b) of the Internal Revenue
Code. The bill provides that the term "net earnings from self-
employment" rather than "self-employment income" is applicable in
determining whether deductions from benefits are to be made. Thus,
a nonresident alien (who may be a beneficiary) can suffer a deduction
from benefits under section 203 of the Social Security Act as amended,
if he has net earnings from self-employment in excess of $50 in a month
even though he has no "self-employment income."

CREDITING OF SELF-EMPLOYMENT INCOME TO CALENDAR QUARTERS

Section 212 of the Social Security Act as amended by the bill pro-
vides a method for crediting self-employment income derived during
a taxable year (as defined in section 211 (e)) to calendar quarters.
Crediting self-employment income to calendar quarters is required in
order to make possible computations of an individual's average
monthly wage and determinations of his quarters of coverage, as
required under title II of the Social Security Act.

Subsection (a) of section 212 provides for the crediting of self-
employment income to calendar quarters. Paragraph (1) of subsec-
tion (a) provides that self-employment income reported for a taxable
year which is a calendar year will be credited equally to each quarter
of such calendar year. Paragraph (2) provides that self-employment
income reported for any other taxable year (i. e., a fiscal year or a
part year beginning or ending within a calendar year) will be credited
equally to the calendar quarter in which such taxable year ends and
to each of the three or fewer preceding quarters any part of which is
in such taxable year. This differs from the provision in the House-
approved bill, but the change is in line with the change in this bill
in the method of computing the average monthly wage.

QUARTER AND QUARTER OF COVERAGE
Definitions

Section 213 (a) of the Social Security Act as amended by the bill
defines the terms "quarter," "calendar quarter," and "quarter of
coverage." As in the present law, the term "quarter" and the term
"calendar quarter" are defined as a period of three calendar months
ending on March 31, June 30, September 30, or December 31. The
term "quarter of coverage" refers to the minimum amount of wages
which the individual must receive, or self-employment income with
which he must be credited, in a calendar quarter in order to receive
credit toward his insured status for the period. In the case of wages,
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a worker must receive $50 or more during a quarter to be credited with
a quarter of coverage. A self-employed individual will have to be
credited with self-employment income of at least $100 during a quarter
to have a quarter of coverage. Under the House bill, the amounts
necessary for the crediting of quarters of coverage after 1949 were
raised to $100 in the case of wages and established at $200 in the case of
self-employment income.
Under the bill, as at present, an individual will not be credited'with,

a quarter of coverage for any quarter after the quarter in which he
died; of course no quarter may be treated as a quarter of coverage
until the beginning of such quarter.
The provision of existing law which permits the crediting of quar-

ters of coverage for each quarter after the first quarter of coverage
(except the quarter of death or entitlement to primary insurance
benefits and any quarter thereafter) in any year in which the worker's
total wages equal or exceed $3,000 is changed for years after 1950.
The amendments (sec. 213 (a) '(2) (B) (ii) and (iii)) will permit credit-

ing a quarter of coverage for each quarter of the year (subject to the
exceptions mentioned in the preceding paragraph), whether before
or after the first earned quarter of coverage, if the total of the indi-
vidual's wages and self-employment income credited for the year
reach $3,000.
The provisions in the House bill relating to exclusion from quarters

of coverage of quarters when an individual is entitled to disability
benefits have been eliminated in the bill as reported because of the
omission of disability benefits.
Crediting of wages paid in 1937

Section 213 (b) of the Social Security Act as amended by the bill
retains the provisions of the present law governing determinations of
quarters of coverage for wages paid during 1937 when wages were
reported on a semiannual basis. This is the same as section 213 (c)
in the bill as passed by the House. The provisions of section 213 (b)
in the latter bill have been changed somewhat and transferred to
section 212.

INSURED STATUS FOR PURPOSES OF OLD-AGE AND SURVIVORS INSURANCE
BENEFITS

Section 214 of the Social Security Act as amended by the bill modi-
fies the requirements for eligibility for old-age and survivors insur-
ance benefits to take account of the extension of coverage provided
by the bill and to permit older workers to qualify for benefits on a
more liberal basis than either the present law or the amendments
approved by the House. The special provisions made in the House
bill for persons under a disability have been omitted here since your
committee has not included disability benefits.
Fully insured individual
Under section 214 (a) a fully insured individual may qualify himself

for old-age insurance benefits, and his dependents (as defined in the
bill) for all types of dependents' and survivors' benefits. Under the
present law (sec. 209 (g)), an individual is fully insured if he had at
least one quarter of coverage for each two quarters elapsing after 1936
(or after attainment of age 21, if later) and before death or attainment
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of age 65, but in no case less than six quarters of coverage, or if he
had 40 quarters of coverage. Section 214 (a) (1) of the bill retains
this requirement for those individuals who die prior to the first day
of the second calendar month following the month of enactment of
the bill.
For individuals who were living on the day specified above, the

requirements for fully insured status are modified so that an individual
will be fully insured if he had at least one quarter of coverage (whether
acquired before or after such day) for each two of the quarters elapsing
after 1950, or after the quarter in which he attained age 21, if later,
and up to but excluding the quarter in which he attained retirement
age or died, whichever first occurred, but in no case less than six
quarters of coverage. As under the present law, the number of
elapsed quarters is reduced by one, if it is an odd number; and an
individual who has 40 quarters of coverage will remain fully insured
even though- he does no more work in covered employment.
The effect of this change in the eligibility requirements will be to

enable many individuals who are not insured under the present pro-
visions, but who have at least six quarters of coverage, to be fully
insured immediately after the effective date of this provision. Thus,
those individuals who have six quarters of coverage and who are
already past retirement age could apply for and receive benefits
immediately. In addition, all newly covered workers age 62 or over
could become fully insured if they earned as few as six quarters of
coverage after the effective date of coverage extension.
Under the bill as passed by the House, all individuals would have

had to meet the present tests for fully insured status or would have
had to have 20 quarters of coverage in the 40-quarter period ending
with death or any quarter in which they were age 65 or over. Thus,
the great majority of the newly covered individuals would have had to
work for at least 5 years in covered employment to acquire fully
insured status.
Currently insured individual
Subsection (b) of the section defines the term "currently insured

individual" to mean any individual who had not less than 6 quarters
of coverage during the 13-quarter period ending with the quarter in
which he (lied (this continues existing law), the quarter in which he
became entitled to old-age insurance benefits, or the quarter in which
he became entitled to primary insurance benefits under the provisions
of the present law. The changes made in this definition are necessary
because the payment of husband's and widower's benefits depends
upon whether the fully insured wife was currently insured at the time
of her entitlement to old-age insurance benefits or primary insurance
benefits. Without these changes, her currently insured status might
lapse before the husband files his application. In addition, a child is
deemed dependent on his mother if she was currently insured at her
death or entitlement to old-age insurance benefits or primary insurance
benefits. The House bill did not provide for payment of husband's
and widower's benefits or for deeming a child dependent on the mother
under the circumstances specified in the preceding sentence; conse-
quently the House bill made no changes in the existing definition
(although it (lid exclude quarters of entitlement to the disability
benefits provided by that bill).
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COMPUTATION OF PRIMARY INSURANCE AMOUNT

Section 215 of the Social Security Act as amended by the bill pro-
vides the method of computing an individual's primary insurance
amount (from which old-age and survivors insurance benefits are
computed).
Primary insurance amount

Subsection (a) of the new section 215 defines an individual's "prim-
ary insurance amount." Paragraph (1) of that subsection applies to
individuals who attain age 22 after 1950 and who acquire 6 quarters
of coverage after that date. _Any such individual will have his
primary insurance amount computed on a "new start" average
monthly wage (defined in subsection (b)). His primary insurance
amount is defined as 50 percent of the first $100 of his new start
average monthly wage plus 15 percent of the next $150 of such wage.
If the individual's average monthly wage is $34 or more, the minimum
primary insurance amount will be $25. If his average monthly wage
is less than $34, his minimum primary insurance amount will be $20.
This dual provision of minimum primary insurance amounts instead
of a single minimum will prevent the payment of excessive benefits for
very low-paid workers, such as many of those in Puerto Rico and the
Virgin Islands, and those engaged in domestic service on less than a
full-time basis.

Paragraph (2) of the subsection applies to individuals who attained
age 22 prior to 1951 and acquire at least 6 quarters of coverage after
1950. Any such individual will have a choice of two methods of
computing his primary insurance amount. For him, the primary
insurance amount will be computed with the new-start formula based
on the new-start average monthly wage as provided in paragraph (1)
or, if it will yield a larger amount, it will be computed on the basis of
the provisions in existing law for computation of the primary insurance
benefit (with certain modifications to assure to individuals entitled
to primary insurance benefits under existing law the highest benefits
their respective wage records could yield in the month following the
month of enactment of this section) and then raised to the amount
provided for in the conversion table (subsec. (c)).

Paragraph (3) of the subsection applies to all individuals who do not
acquire 6 or more quarters of coverage after 1950. Their benefits will
be computed as provided in existing law for computation of the primary
insurance benefit and then raised to the amount provided in the con-
version table. These individuals will not have the option of using the
new-start average monthly wage and new-start formula for the com-
putation of their primary insurance amount.
These provisions are completely different from those in the House

bill which required use of the new formula in that bill for new entitle-
ments and use of the conversion table for persons who had died or
received benefits before the effective date of that bill (January 1, 1950).
Average monthly wage

Subsection (b) of section 215 defines the "average monthly wage,"
from which the primary insurance amount is computed under para-
graphs (1) and (2) of subsection (a) for individuals who acquired at
least 6 quarters of coverage after 1950. The average monthly wage
for such an individual is the quotient obtained by dividing the total
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wages and self-employment income after his starting date and prior
to his closing date by the number of months elapsing between those
dates. Any month in any quarter before the quarter in which he
attained age 22 which was not a quarter of coverage would be excluded
from the elapsed period.
An individual's starting date will be December 31, 1950, or the day

preceding the quarter in which he attained age 22, whichever results
in the higher average monthly wage. His closing date will ordinarily
be the first day of the second quarter preceding the quarter in which
he died or became entitled to old-age insurance benefits, whichever
first occurred. If the number of months elapsing after his starting
date and prior to his closing date as so determined is less than 18, his
closing date will instead be the first day of the quarter in which he
died or became entitled to old-age insurance benefits, whichever first
occurred. In the case, however, of an individual who died or became
entitled to old-age insurance benefits after the first quarter in which
he was both fully insured and had attained retirement age, the closing
date will be either the beginning of such first quarter or the closing
date determined as described above, whichever results in the higher
average monthly wage.
The first two methods just described of determining an individual's

closing date are designed to eliminate the need for securing special re-
ports from an individual's employer of his wages during the two calendar
quarters preceding the quarter in which he dies or files his applica-
tion for benefits (commonly known as the lag period) except where a
report of those wages is needed because the period elapsing between
his starting date and closing date is less than 6 quarters. 'It is esti-
mated that the administrative savings arising from this change will
be substantial. At the same time, the amount of the individual's
benefit will be safeguarded by the provisions for recomputation of
benefits in section 215 (g), under which the wages in this lag period
will be taken into account at a later date if their addition to the wage
record would serve to increase the primary insurance amount. The
third method of determining the closing date will prevent the reduc-
tion of old-age insurance benefits in cases where the individual con-
tinues to work after he attains age 65, but at a rate of pay which will
lower his average monthly wage. His benefits will be computed as
of the time he was first fully insured, at or after age 65, if that will
yield a higher average monthly wage than the computation made as
of the time he filed application for benefits or died, whichever first
occurred. This is substantially the same as the protection now
afforded such individuals by section 209 (q) of the present Social
Security Act.

Subsection (b) also provides that only self-employment income for
taxable years ending prior to the month of entitlement, or death,
whichever first occurred, shall be taken into account in the compu-
tation of the average monthly wage.
The provisions of this subsection are completely different from those

approved by the House.
Determinations made by use of conversion table

Subsection (c) (1) of the section sets forth the conversion table to
be used in computing the benefits of individuals who do not have as
many as 6 quarters of coverage after 1950, or individuals who have
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attained age 22 prior to 1951 and have 6 quarters of coverage acquired
after 1950 and for whom the conversion table may yield a higher
benefit than use of the new-start formula and new-start average
monthly wage. Column I of the table lists dollar amounts of primary
insurance benefits (computed as explained hereafter in the discussion
of subsection (d)). Column II of the table lists the new primary
insurance amount for each of the amounts in column I. Column III
lists the corresponding new assumed average monthly wage for the
purpose of fixing the maximum family benefits.
The basis of the table is similar to that in the House bill, but, in

general, the primary insurance amount shown for a given present
primary insurance benefit is higher than that in the House bill, while
the average monthly wage is virtually the same.
The table to be used is as follows:

Assumed Assumed
average average
monthly monthly

Primary insurance bene- Primary wage for Primary Insurance bene- Primary wage for
fit (as determined insurance purpose fit (as determined insurance purpose
under subsec. (d)) amount of corn- under subsec. (d)) amount of com-

puting puting
maximum maximum
benefits benefits

(I) (It) (III) (I) (II) (III)

$10- ..... ...--- $0.00$.0. 00 $29....- --.. .........- $55.00 $133.00
$11 -.. ....-.............22.00 62.00 $30...---...-- . 56.20 141.00
$12.--------.. 24.00 54.00 $31 ..--- ..-6..-..57.40 149.00
$13..--...----28.00 56.00 $32 ---..---......... 58.60 157.00
$14 ..-..--- .----. 29.50 59.00 $33...----.-------...-.- 59.80 165.00
$15.....- --.... 31.00 62.00 $34--......---..---- 61.00 173.00
$16 --....---- 32.560 65.00 $35 ..---...--.--... 62.20 181.00
$17 .---.----..----- 34.00 68.00 $36 ----..-----. 63.40 189.00
$18 ..........---.-.- . 35.00 70.00 $37 ...------------ . . 64.40 196.00
$19 -----..---.-------- 36.00 72.00 $38-...-----....-.- 65. 50 203.00
$20 -----.-- ---------- 37.00 74.00 $39..------ .......-. 66.50 210.00
$21.--.------.--... 38.60 77.00 $40..----..-- 67.60 217.00
$22-...................... 40.50 81.00 $41 -....- .. ...-- .- 68.60 224.00
$23..-- ------ 43. 00 86.00 $42-......---..........-- 69.70 231.00
$24 ....--.-.- 46.00 92.00 $43 ...--.................. 70.70 238.00
$25-..-....-..-.....-- 48.50 97.00 $44..-.. ..........-.- 71.60 244.00
$26...-.......----- . 50.90 106.00 $45 ..-------... ....- 72.60 250.00
$27.......--------- 6-52.40 116.00 $46...--- ----- .-.-- -- 72.50 250.00
$28...---.------ 63.80 125.00

So far as increasing the benefits of those individuals now on the
rolls is concerned, this method will permit substantial administrative
savings, in contrast to an individual recomputation of benefit amounts
as might otherwise be necessary to prevent undue discrimination
against those now on the rolls as compared with those coming on the
rolls soon after enactment of the new legislation. It will also assure
that the increased amount of benefits will reach the beneficiaries within
a reasonable time. The table has been so constructed that, on the
average, benefits derived by its use will be about 85 to 90 percent
higher than at present. In addition, to assure that individuals attain-
ing age 22 before 1951 and having six quarters of coverage acquired
after 1950 will not receive old-age insurance benefits under the new
benefit formula in the bill lower than those they could have received
under the method of computation in the present law plus use of the
conversion table, computation of benefits on both bases is provided
for them in section 215 (a) (2).
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Paragraph (2) of subsection (c) provides that when the table is to
be used and an individual's primary insurance benefit as computed-
under existing law falls between the amounts shown on any two
consecutive lines in column I of the table (i. e., where it is not a
multiple of $1), his primary insurance amount and average monthly
wage shall be determined by regulations which will yield -results
consistent with those obtained under the preceding provisions for
individuals whose primary insurance benefits are a multiple of $1.
An example of how this subsection would be applied follows: If an
individual had a primary insurance benefit before the effective date
of $25.25, his primary insurance amount after such (late will be
$49.10, which is one-fourth of the way between $48.50 (the new
primary insurance amount for an individual whose primary insurance
benefit is $25) and $50.90 (the new primary insurance amount for
an individual whose primary insurance benefit is $26). In such a case
the assumed average monthly wage for the purpose of computing
maximum monthly benefits after the effective date will be $99.25,
which is one-fourth of the way between $97 (the assumed average
monthly wage of an individual whose primary insurance benefit is $25)
and $106 (the assumed average monthly wage of an individual
whose primary insurance benefit is $26). The provision for reducing
the average monthly wage, if it is not a multiple of $1,-to the next
lower multiple of $1 (sec. 215 (e) (2) of the Social Security Act as
amended by the bill) does not apply to the assumed average monthly
wage since column III of the table states specifically that the amounts
therein are the ones which will be applied for purposes of section
203 (a) of the Social Security Act as amended by the bill. Further-
more, since the individual benefits,"as'distinguishe( from the average
monthly wage, which are not a multiple of $0.10, are to be rounded
to the next higher multiple of $0.10 (pursuant to sec. 215 (h) of the
Social Security Act as amended by the bill), the primary insurance
amount will be $49.10 for an individual who has a primary insurance
benefit falling within the range of $25.22 to $25.25, both inclusive;
and for all such cases the assumed average monthly wage, for the
purpose of computing the maximum monthly benefits payable on
the same wage record, will be $99.25.
Primary insurance benefits for purposes of conversion table

Section 215 (d) sets forth the method of computing the primary
insurance benefit of individuals whose primary insurance amount is
to be obtained through use of the conversion table. Like the other
provisions for computation of benefits, these provisions differ from
those adopted by the House of Representatives.
Paragraph (1) of the subsection provides that, in the case of an

individual who was entitled to a primary insurance benefit under the
existing Social Security Act for the first month following the month in
which the new section 215 is enacted, his primaryjinsurance benefit,
except as provided in paragraph (2) of the subsection, shall be his
benefit under present law.

Paragraph (2) provides that any beneficiary to whom paragraph (1)
is applicable and who is a World War II veteran or who rendered
services for wages of $15 or more in the first month following the month
of enactment, shall have his primary insurance benefit recomputed
automatically. The recomputation will be made as provided in sec-
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tion 209 (q) of the present Social Security Act, except that, if he is a
World War II veteran, the recomputation is to be made after inclusion
of wage credits on account of military service under section 217 (a) of
the act as amended by the bill. If the recomputed amount is larger
than the benefit to which he was previously entitled, that larger
amount will be the primary insurance benefit to be used in column I
of the conversion table. If it is not, the primary insuranu.e benefit
prior to the recomputation will be used. As indicated above, the
effect of this paragraph is to base the individual's increased primary
insurance amount on the highest primary insurance benefit his wage
record could yield on the effective date of the new section.
Paragraph (3) of the new section 215 (d) provides that, in the case

of anv individual who died prior to the second month following the
month of enactment of the section, the primary insurance benefit is
to be computed as under present law, except that for veterans of
World War II the provisions of the new section 217 (a) (relating to
wage credits for World War II service) are to be applicable instead
of section 210 of the present law (relating to presumed average monthly
wage of $160 per month for veterans dying within 3 years after dis-
charge), if it yields a larger benefit.
Paragraph (4) sets forth the conditions for computation' of the

primary insurance benefit for all other individuals who may have
their benefits computed under the conversion table. Their primary
insurance benefits for purposes of the conversion table would be
computed as provided in existing law, but with certain exceptions.
For such individuals the starting date for computation of the average
monthly wage will be December 31, 1936. As under present law,
months in calendar quarters before the individual attained age 22
which were not quarters of coverage would not be counted in the
elapsed period. Also, self-employment income would be taken into
account but only for taxable years ending before the month of en-
titlement or death, whichever first occurred. For purposes of the
computation, the date on which the individual became entitled to
old-age insurance benefits would be deemed to be the date he became
entitled to primary insurance benefits. In order to provide primary
insurance benefits comparable to those of individuals now on the
benefit rolls, those individuals whose primary insurance benefits are
computed under this paragraph w6uld be given the 1-percent incre-
ment provided in section 209 (e) (2) of the present Social Security Act,
but only with respect to calendar years prior to 1951. In making
the computation, the provisions of section 215 (e) in the bill, excluding
certain wages and self-employment income, would be applicable.
Certain wages and self-employment income not to be counted

Section 215 (e) provides that, in computing any individual's
average monthly wage, there shall not be counted, in the case of any
calendar year after 1950, the excess over $3,000 of the sum of the wages
paid to him and the self-employment income derived by him. This
is comparable to the provision of the present act for not counting the
excess over $3,000 of wages in any year. The House bill provided a
maximum of $3,600.
The subsection also provides for the rounding of the average n.onthly

wage. The average monthly wage (except where computed for the
purpose of fixing maximum benefits under the conversion table), if
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not a multiple of $1, is to be reduced to the next lower multiple of $1.
This provision was adopted by the House. Also in the House bill it
was provided that if the total of an individual's wages paid in and self-
employment income credited to any calendar year was not a multiple
of $1, it was to be reduced to the next lower multiple of $1; this is not
in the committee bill. It has been eliminated because it would not
under the benefit formula adopted by your committee produce any
administrative savings, as it would have under the benefit formula
adopted by the House.
Average monthly wage for computing maximum benefits

Section 215 (f) is applicable to individuals who have a choice of
computing their primary insurance amount either under the new-start
formula and new-start average monthly wage or under existing law
and the conversion table (i. e., individuals who attained age 22 prior-
to 1951 and have acquired at least 6 quarters of coverage after 1950).
No matter which of the two alternative methods is used to determine
the primary insurance amount of any such individual, he can use, for
the purpose of determining the maximum of the benefits payable on
his wage record, the average monthly wage derived under the other
method if it is larger. However, in practically every instance the
same method will be used for determining both the primary insurance
amount and the average monthly wage.
Recomputation of benefits

Section 215 (g) defines the conditions under which an individual's
primary insurance amount will be recomputed to provide higher bene-
fits on the basis of wages or self-employment income not included in
the original computation or in previous recomputations.

Paragraph (1) of this subsection permits recomputation of benefit
amounts only as provided in the succeeding paragraphs, except that
the primary insurance amount of a World War II veteran who dies
after the calendar month following the month of enactment and before
July 27, 1954, is to be recomputed in accordance with the provisions
of section 217 (b) of the Social Security Act as amended by the bill.
This provision was also in the bill as passed by the House.

Paragraph (2) permits a recomputation of an old-age insurance
benefit, upon application by the beneficiary to take account of wages
paid to and self-employment income derived by the individual since
his last computation or recomputation, but only if, because of the
receipt of wages or self-employment income, he has earned six quar-
ters of coverage after 1950 and before the calendar quarter in which
he requests the recomputation, and his benefits have been subject
to deduction -under section 203 (b) (1) or (2) for 12 months within a
period of 36 months occurring after the month following the month
of enactment and after his last recomputation. This provision is
designed to avoid frequent recomputations which would result in
negligible increases in benefits at a disproportionate administrative
cost. An individual's benefit will be recomputed only under the new
formula (sec. 215 (a) (1)); it will not be recomputed under the formula
in existing law and then run through the conversion table. Only
such wages and self-employment income will be considered as would
have been used under the new formula if the application for recom-
putation were considered an original application for benefits. The
new benefit amount will become effective as of the month of applica-
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tion for recomputation. The restriction of recomputations under this
paragraph to persons who acquire at least six quarters of coverage
after 1950 did not appear in the comparable provision adopted by
the House.
Paragraph (3) provides (in subpar. (A)) for recomputation, upon

application by the old-age insurance beneficiary 6 months or more
after the month of his entitlement, to take into account wages and
self-employment income before the quarter in which he became en-
titled, which were omitted from the initial computation. If the re-
computed benefit is larger, the excess is payable retroactively to the
month of entitlement, and the larger benefit amount is payable from
and after the month of filing the application for recomputation. This
provision will prevent any loss of benefit income which might other-
wise result because, under subsection (b) of section 215, the last two
quarters before entitlement are generally not included in the original
computation in order to save administrative expenses.
The paragraph provides (in subpar. (B)) also for a similar recom-

putation of the primary insurance amount of an individual who died
after the month following the month of enactment, upon the filing of
an application at least 6 months after such death or after the deceased's
entitlement to old-age insurance benefits, whichever first occurs, by
a survivor entitled to monthly benefits on the deceased's record. This
recomputation is likewise to be made in order to take account of wages
paid and self-employment income derived before the quarter in which
the individual died or, if earlier, became entitled to old-age insurance
benefits, since these amounts are generally omitted from the initial
computation. Such recomputation will not affect the amount of the
lump-sum death payment, but the larger benefit amount for the
survivors will be effective retroactively through the month in which
the survivor who filed the application for recomputation became
entitled to benefits on the deceased's wage record.
These provisions were not included in the House bill.
Paragraph (4) provides for a recomputation, in certain cases, of

the primary insurance amount upon which survivors benefits or a
lump-sum death payment is based when an individual entitled to
old-age insurance benefits dies. Except for cases covered by the
preceding paragraph (subpar. (B) of par. (3)), this recomputation
may be made only if the deceased individual would, upon application
in the month of his death, have been entitled to a recomputation
under paragraph (2) (because his benefits were subject to deductions
in 12 out of the last 36 months on account of his earnings), or if he
had been paid compensation for employment under the Railroad
Retirement Act which is treated as wages under title II of the Social
Security Act for purposes of survivors benefits. If the recomputation
is permitted for the first reason, it will be made as though the individual
had applied for it under such paragraph (2) in the month in which he
died, except that any compensation for employment under the Rail-
road Retirement Act paid him before the closing date applicable to
such computation will be included. If the recomputation is permitted
for the second reason (receipt of railroad compensation), it will
include only the wages and self-employment income considered in
the last previous computation of his primary insurance amount and
any railroad compensation paid to the individual before the closing
date applicable to such computation. If any such individual could
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have had his benefits computed originally either under the new
formula'or under the old one with the conversion table adjustment,
whichever of these two methods is more beneficial will be used in the
recomputation. If a recomputation is permitted for both the first
and second reasons, only the recomputation which results in the larger
primary insurance amount will be made.
Except for the parts of this paragraph relating to the alternative

methods of computing the primary insurance amount, which are
appropriate to the new provisions of the bill as reported, this para-
graph is similar to that adopted by the House.

Paragraph (5) prevents any recomputation from reducing benefits
otherwise payable. No recomputation is to be effective unless it
results in a higher primary insurance amount. If it does result in a
higher primary insurance amount but happens to result in a lower
average monthly wage, the lowering of such wage will not be effective
for purposes of the maximum on family benefits payable on the same
wage record (sec. 203 (a) of the Social Security Act). This provision
was also in the bill as passed by the House.
Bounding of benefits

Section 215 (h) of the Social Security Act as amended by the bill
provides, as did the House bill, that any monthly benefit which, after
reduction under the applicable section of the Social Security Act
(sec. 203 (a)), is not a multiple of $0.10, shall be raised to the next
higher multiple of $0.10.

OTHER DEFINITIONS
Retirement age

Section 216 (a) defines "retirement age" as age 65. This makes no
change in existing law; it is inserted only for convenience in reference.
It was also contained in the House bill.
Wife

Section 216 (b) makes a small change in the definition of "wife."
Under existing law, an individual is considered to be the wife of a
primary beneficiary only if she has been married to him for at least
36 calendar months before the month in which her application is filed
unless she is the mother of his son or daughter. The bill changes this
time limit to 3 years. The change eliminates anomalies which have
arisen as between couples married early in one month and those mar-
ried late in the preceding month. The same provision was in the bill
as passed by the House.
Widow

Section 216 (c) amends the definition of "widow" in several respects.
Under existing law a woman, to be considered a widow of an insured
individual, must be the mother of his son or daughter or must have
been married to him for not less than 12 calendar months before the
month in which he died. For the reasons stated above in connection
with the change in the definition of "wife," the time period is changed
to 1 year. In addition, this subsection (as amended) provides that,
if a widow had legally adopted her husband's son or daughter before
that child attained age 18, or if she and her husband together had
legally adopted a child under age 18, she need not have been married
to him for a year before his death to qualify for benefits.
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The bill as reported and the bill as passed by the House are identical
on this matter.
Former wife divorced

Section 216 (d) adds a new definition, "former wife divorced," which
is used (in sec. 202 (g) and sec. 203 (b) of the Social Security Act as
amended by the bill) with reference to mother's insurance benefits. A
woman divorced from a deceased individual is considered to be a for-
mer wife divorced only if she meets one of the following conditions:
(1) SheI is the mother of his son or daughter, (2) she legally adopted-
his son or daughter while she was married to him and while such son or
daughter was under 18, or (3) she was married to the deceased individ-
ual at the time both of them legally adopted a child under 18.
There are no differences between the bill as reported and the House

bill on this matter.
Child

Section 216 (e) amends the definition of "child" to correspond with
the change made for "wife," so that the time required to establish a
p)aent-child relationship, in cases of adopted children or stepchl,.(dren,
is expressed( in terms of years rather than of months. A further change
permits the adopted child of a deceased individual to qualify as a child
without regard to the length of time elapsing after the adoption and
})efore the adopting parent's death.
Again, this provision is the same as that contained in the House bill.

IIusband
Section 216 (f) adds a new definition, "husband," because of the

addition of benefits for deien(lent husbands. This provision did not
appear in the bill as passed by the House. The definition of
husbandn" is comparable to that of "wife" and provides that to be a
"husband" a man must ble either the father of the woman worker's
son or daughter or have been married to her for at least 3 years before
filing his application for benefits.
Widower

Section 216 (g) adds a, new definition, "widower," to effectuate the
provision for benefits for deplenlent widowers of insured women
workers. This provision also did not appeaI' in the House bill. To
be a "widower," a man must be the surviving husband of the woman
and have been married to her for at least a year before her death
unless hlie was the father of her son or daughter or, while married to
her, hle had legally adopte(l her son or daughter who was under the
age of 18, or they had both legally adopted a child under age 18
while they were married. These, I)rovisions make the definition of
widower comparable to that of widow.
Determination of family status

Section 216 (h) continues the provisions in sections 209 (in) and
(n) of the existing Social Security Act for determining when an
individual is the wife, widow, child, or parent of an insured indi-
vidual and when a wife or widow is considered as living with her
husband. In addition, because of the other changes approved by
your committee but not in the House bill, this section provides for
determining when a. man is the husband or widower of an insured
woman and sets up a provision for determining if a husband or
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widower was living with his wife. The conditions are the same as
those for the wife or widow.

EFFECTIVE DATES OF SECTIONS 209 TO 216, INCLUSIVE, OF THE SOCIAL
SECURITY ACT AS AMENDED BY SECTION 104 OF THE BILL

Section 104 (b) of the bill provides that the amendment made by
section 104 (a) will, with certain exceptions, take effect January 1,
1951. -The- new requirements for insured status (sec. 214 of the
amended act), the new benefit computations (sec. 215 of the amended
act), and the new definitions in section 216 (wife, etc.) are effective
in the case of 'applications for monthly benefits filed after the date
of enactment of the bill for months beginning with the second month
after that in which such enactment occurs. These changes are effec-
tive for lump-sum death payments only if death occurred after the
month following the month of enactment of the bill. Thus, if an
individual (lies before the beginning of the second calendar month
following thile month of enactIent, the right of any of his survivors
to benefits will be determined undler the provisions of the Social
Security Act before amendment by this bill. Tile amount of such
benefits will also be determined generally in accordance with existing
law, but after such determination the amounts thereof for months
after the effective date will be increased by the conversion table in
section 215 (c).

WORLD WAR II VETERANS

Section 105 of the bill adds a new section 217 to the Social Security
Act, which replaces the present section 210 guaranteeing temporary
survivor protection to certain World War II veterans. The new
section provides veterans with wage credits for World War II military
service, and continues without change or extension the survivor
protection now provided under section 210.

Paragraph (1) of subsection (a) of section 217 would provide World
War II veterans (including, with certain minor exceptions, individuals
who died in service) with wage credits of $160 for each month any part
of which was spent in military or naval service during World War II
except where the military service has been credited toward a benefit
payable under the civil service, railroad, military or other Federal
retirement or similar system (other than a benefit determined by the
Veterans' Administration to be payable by it). The wage credits
would be used in determining the monthly benefits payable to a veteran
and his dependents, or to his survivors, for any month after the first
month following the month in which section 217 is enacted, and in
determining the lump-sum death payment payable to the survivors
of a veteran who dies after the first month following the month in
which the section is enacted. The subsection would not apply to
any benefit or payment if (1) a larger benefit or payment would be
payable without its application, or (2) if another Federal benefit
(other than a lump-sum payment which is not a commutation of or
a substitute for periodic payments) based in whole or in part on active
World War II military or naval service, other than a benefit deter-
mined by the Veterans' Administration to be payable by it, is payable.

Paragraph (2) of subsection 217 (a) contains provisions for carrying
out the provision of paragraph (1) that the subsection is inapplicable
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where another Federal benefit, other than one determined by the
Veterans' Administration to be payable by it, is payable. The Civil
Service Commission would act as a clearing house for the various Fed-
eral systems, and the Federal Security Administrator would deal only
with the Commission. The provisions are substantially the same as
those now in section 210 for effectuating cooperation between the
Veterans' Administration and the Federal Security Administrator.
rTlhe Federal Security Administrator would report to the Civil Service
Commission cases in which old-age and survivors insurance benefits,
based in whole or in part upon World War II military or naval serv-
ice, are determined to be payable. The Commission would ascertain
whether in such cases another Federal benefit is payable, and would
notify the Federal Security Administrator if it finds that such other
benefit is payable. Payments certified by the Federal Security Ad-
ministrator before the receipt of such notification would not be con-
sidered erroneous and adjustments would be made against the amount
of the payments accrued on account of such other Federal benefit.
Paragraph (3) of subsection 217 (a) provides that the various Fed-

eral agencies which pay benefits based in whole or in part on World
War II military or naval service shall certify to the Civil Service Com-
mission-the information the Commission needs to carry out its func-
tions under paragraph (2).
Subsection (b) is included so as to carry over into the amended law,

with appropriate changes to take account of other amendments to the
Social Security Act made by the bill, the provisions for the special
3-year survivor protection for veterans under section 210 of the pres-
ent Social Security Act.
Paragraph (1) of this subsection provides that the veterans to

whom it applies, and who die within 3 years after separation from
service, will be deemed to have died fully insured with an average
monthly wage of $160. The existing method of computing benefits
(with the increase provided through the conversion table) would
apply. For purposes of the increment under section 209 (e) (2) the
the veteran would be deemed to have been paid the required amount
of wages in each year (through 1950) in which he had 30 days or more
of wartime military or naval service. The paragraph further pro-
vides that subsection (b) will not apply (1) if a larger benefit or pay-
ment would be payable without it, (2) if pension or compensation is
determined by the Veterans' Administration to be payable because
of the veteran's death, (3) if the veteran died in service, or (4) if he
was discharged or released from military or naval service after July 26,
1951. These provisions are the same as those now contained in
section 210.
Paragraph (2) of the subsection contains provisions substantially

identical with those now in section 210 for effectuating cooperation
between the Veterans' Administration and the Federal Security Ad-
ministrator in order to carry out the provision in paragraph (1) that
the subsection is inapplicable where veterans" benefits are payable.
Subsection (c) of the new section 217 provides that the parent of a

World War II veteran to whom subsection (a) is applicable shall have
at least until July 1951 to file proof of support. Proof of support is
ordinarily required to be filed by the parent within 2 years after the
wage earner's death, as a condition of eligibility for parents' benefits.
Parents of veterans who died more than 2 years before the enactment
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date of the bill could therefore not become eligible for benefits on the
basis of wage credits provided by the new section 217 (a) unless some
extension of time for filing is given.

Subsection (d) contains definitions to be used for purposes of section
217. Paragraph (1) defines "World War II" as the period beginning
with September 16, 1940, and ending at the close of July 24, 1947.
(September 16, 1940, is the enactment date of the Selective Training
and Service Act of 1940; July 25, 1947, is the date set as the termina-
tion of World War II by Public Law 239, 80th Cong., for purposes of
the present sec. 210 of the Social Security Act.)
Paragraph (2) defines a "World War II veteran" as any person who

served in the active military or naval service during World War II,
and who, if discharged, was discharged under conditions other than
dishonorable either after 90 days of service or because of a service-
connected disability. It does not, however, include any individual
whose death while in the active military or naval service was inflicted
(other than by an enemy of the United States) as lawful punishment
for a military or naval offense.
An important change made by your committee from section 217 in

the House bill is the provision that military wage credits will not be
given under subsection (a) when Federal benefits (other than benefits
determined by the Veterans' Administration to be payable by it) based
in whole or part on World War II military or naval service are payable.
Benefits based on section 217 (b), the continuation of the present sec-
tion 210, would in all cases be computed under the benefit formula in
the present law (with the conversion table increase). The House bill
provided for using the new formula in some cases. Also of impor-
tance, under the committee bill, the cost of the section 217 benefits
would be paid from the trust fund, with no reimbursement from the
general funds of the Treasury. The House bill provided that the costs
would be paid from the general funds of the Treasury.

COVERAGE OF STATE AND LOCAL EMPLOYEES

Section 106 of the bill would add to the Social Security Act a new
section 218, under which the protection of the old-age and survivors
insurance program could be extended to employees of States and their
political subdivisions and instrumentalities by means of agreements
negotiated between the States and the Federal Security Administrator.
Purpose of agreement

Section 218 (a) provides that the Federal Security Administrator
shall enter into an agreement at the request of a State for the purpose
of extending old-age and survivors insurance coverage to the em-
ployees of the State or of any political subdivision or instrumentality
of the State. The agreement is to include such provisions, not
inconsistent with those specified in the bill, as the State may request.
The subsection also provides that, nothwithstanding the general
exclusions of agricultural labor, domestic service, or service performed
by a student, such service may be covered (at the option of the State)
if it is included under an agreement.
Definitions

Section 218 (b) defines certain significant terms used in the section.
Paragraph (1) provides that the term "State" shall not include the
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District of Columbia. As a consequence, no agreement could be made
with the District. Agreements could be made, however, for covering
the employees of Territorial and local governments in Hawaii, Alaska,
and the Virgin Islands, and also (subject to the provisions of sec. 219)
in Puerto Rico.
Paragraph (2) defines "political subdivision" to include instru-

mentalities of the State, of a political subdivision, or of any combina-
tion of the foregoing.
Paragraph (3) defines "employee" to include an officer of a State

or political subdivision.
Paragraph (4) defines "retirement system" as "any pension, annu-

ity, retirement, or similar fund or system" established by a State or
political subdivision. The definition of "State-wide retirement
system" included in the House bill is not needed since no employees
in positions covered by any retirement system may be covered by an
agreement.
Paragraph (5) defines "coverage group" primarily for purposes of

subsection (c), which governs the coverage of groups which may be
included in or excluded from an agreement. Your committee has
designated four coverage groups to which coverage may be extended:
(A) Employees of the State other than those engaged in performing
service in connection with a proprietary function, (B) employees of
a political subdivision of a State other than those engaged in perform-
ing service in connection with a proprietary function, (C) employees
of a State engaged in performing service in connection with a single
proprietary function, or (D) employees of a political subdivision of
a State engaged in performing service in connection with a single
proprietary function. If an employee would be included in more
than one coverage group by reason of the fact that he performs service
in connection with two or more proprietary functions or in connection
with both a proprietary function and a nonproprietary function, he
will be included in only one such coverage group. The determination
of which coverage group such an employee will be included in will
be made in such manner as may be specified in-the agreement.

Paragraph (5) makes several significant changes from the paragraph
in the bill as passed by the House. In the latter, which permitted
coverage of employees covered by a retirement system under certain
conditions (specified in subscc. (d) in that bill), a State-wide retirement
system constituted a separate coverage group. The complete exclu-
sion of employees covered by any retirement system makes such a

coverage group unnecessary. On the other hand, the bill as reported
establishes a separate coverage group for any employees engaged in
the performance of a single proprietary function.
Services covered

Subsection (c) of section 218 of the Social Security Act as amended
by the bill specifies the services which may be covered by an agreement
or modification of an agreement.

Paragraph (1) requires an agreement to cover any onie or more cover-
age groups designated by the State.
Paragraph (2) provides that if any employees of a coverage group

are to be covered by an agreement, then all employees in that coverage
group (except for certain classes which may be excluded pursuant to
paragraphs (3) or (5) of subsec. (c) or pursuant to subsec. (d))
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must be included under the agreement. This provision is necessary
to protect the system from adverse selection.
Paragraph (3) of subsection (c) permits the State to exclude from

the agreement all services in any class or classes of elective or part-
time jobs, or jobs compensated on a fee basis, in any coverage group.
The State would also be permitted to exclude any services of an emer-
gency nature.

Paragraph (4) gives the State the right to have the agreement
amended to cover additional coverage groups or services not previously
covered, so long as the extension is'consistent with the other provisions
of the section.

Paragraph (5) permits the State to exclude from any coverage group
agricultural labor, domestic service, or service performed by a student,
if such service would be excluded from compulsory coverage under the
act if performed for an employer other than a governmental unit.
Paragraph (6) prevents the agreement from applying to any services

performed in a hospital, home, or other institution by a patient or
inmate thereof or any services performed by an individual in a work
relief or other program designed to relieve him from unemployment.
Exclusion of positions covered by retirement systems

Section 218 (d) provides that services performed by employees as
members of any coverage group in positions covered by a retirement
system on the date a coverage agreement is made applicable to the
coverage group may not be included under the agreement. Thus, if
any members of a coverage group are in positions under a retirement
system when the group is brought under an agreement, employees in
those positions cannot subsequently be brought under the agreement
even though their retirement system should be discontinued.

This provision is in substitution for section 218 (d) of the House
bill which provided that positions under retirement systems might be
included in original agreements or modifications of agreements if a
referendum was held within a specified period among employees in
and adult beneficiaries of the system and not less than two-thirds of
the voters in the referendum favored inclusion.
Payments and reports by States[
Section 218 (e) requires the tate to agree to pay amounts equiva-

lent to the sum of the employee and employer taxes which would be
imposed under sections 1400 and 1410 of the Internal Revenue Code
if the services covered under the agreement constituted employment
under section 1426 of such code. It also requires the State to agree to
comply with regulations, relating to payments and reports, prescribed
by the Administrator to carry out the purposes of the section.
Effective date of agreement

Section 218 (f) provides that! an agreement or modification of an
agreement may be made effective on a date specified in the agreement.
However, no agreement or modification could be effective prior to
January 1, 1951, or except for an agreement or modification agreed to
prior to January 1, 1953, priory to the calendar year in which it was
consummated. This latter exception to the general rule for agree-
ments or changes made prior tYo 1953 is intended to-give the States
sufficient time to negotiate the agreements in the early days of the
new program without unduly penalizing their employees under the
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eligibility and benefit-computation provisions of the system because
of unavoidable delay in this process.
Termination of agreement
Section 218 (g) specifies the conditions under which an agreement

may be terminated.
Paragraph (1) authorizes the State to terminate an agreement in its

entirety or with respect to any coverage group. However, an agree-
ment cannot be terminated in its entirety until the agreement has
been in effect for at least 5 years, nor can it be terminated for any
coverage group until the affected group has been covered for at least
5 years. Furthermore, any such termination would-be conditioned
upon the receipt by the Administrator, after the end of the 5-year
period, of 2 years' advance notice in writing. Consequently, the
minimum duration of an agreement would be 7 years, and the min-
imum period of coverage for a single coverage group (as long as the
agreement itself remained in effect) would also be 7 years.
Paragraph (2) would direct the Administrator to terminate an

agreement in its entirety, or with respect to any coverage group, if it
appeared, after reasonable notice and opportunity for hearing, that
the State had failed, or was not able legally, to comply substantially
with the terms of the agreement. The agreement would be terminated
in its entirety if the lack of compliance affected all the services covered
under the agreement; otherwise only those coverage groups affected
would have their coverage terminated. The Administrator might
give the State as long as 2 years to rectify the deficiency. If the State
failed to do so, the termination would be effected.
Paragraph (3) provides that if an agreement with a State is termi-

nated in its entirety no agreement with such State may be made again.
If the termination affects only particular groups, those groups may
not again be included under an agreement. This restriction is neces-
sary to protect the insurance trust fund from excessive drains caused
by movement into and out of the system.
Deposits in trust fund; adjustments

Section 218 (h) specifies that all payments received by the Secre-
tary of the Treasury under State agreements shall be deposited in the
trust fund. Overpayments or underpayments of amounts due would
be adjusted, without interest, in accordance with regulations prescribed
by the Administrator. Where overpayments cannot be adjusted in
this manner the amounts overpaid will be paid out of the trust fund to
the State.
Regulations

Section 218 (i) provides that the regulations of the Administrator
under the section shall be designed to make the requirements imposed
on the States similar, so far as practicable, to requirements imposed on
employers under subchapters A and E of chapter 9 of the Internal
Revenue Code and title II of the Social Security Act.
Failure to make payments

Section 218 (j) establishes penalties for failure by a State to pay the
amounts due under the agreement on time. Interest at the rate of 6
percent per annum would be added where the State did not make pay-
ments when due. In addition, the Administrator might deduct the
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amount of such delinquent payments, plus interest, from grants to the
State under any other provision of the Social Security Act; for example,
matching grants for public assistance. The amounts so deducted are
to be deemed to have been paid to the State under that other provision,
and are appropriated to the trust fund. A purely technical change
has been made in this provision as it appeared in the House bill.
Instrumentalities of two or more States.

Section 218 (k) provides that, at the request of any instrumentality
of two or more States, the Federal Security Administrator may enter
into an agreement with that instrumentality for coverage of its em-
ployees. As far as practicable, such an agreement must conform to
the other provisions of the section.
Delegation offunctions

Section 218 (1) authorizes the Administrator, pursuant to agreement
with the head of any Federal agency, to delegate any of his functions
under the section to any officer or employee of that agency, or to utilize
the services and facilities of that agency in the administration of the
section. The purpose of -this provision is to enable the Federal
Security Administrator to delegate routine duties in connection with
the securing of wage records and similar functions. The expenses
incurred by the agency whose services or facilities are utilized would
be paid in advance or by way of reimbursement, as might be agreed
upon.

EFFECTIVE DATE IN CASE OF PUERTO RICO

Section 107 of the bill, which is the same as section 108 under the
House bill, adds a new section 219 (sec. 221 under the House bill)
to the Social Security Act which provides that Puerto Rico will be
covered under title II of the Social Security Act if the Governor
certifies to the President of the United States that the Puerto Rican
Legislature has adopted a concurrent resolution to the effect that it
desires coverage. Coverage of Puerto Rico would be effective on
January 1 of the first calendar year beginning more than 90 days after
receipt by the President of the Governor's certification.

RECORDS OF WAGES AND SELF-EMPLOYMENT INCOME

Section 108 of the bill makes a number of technical amendments in
section 205 of the Social Security Act and is intended principally to
clarify the statute of limitations in the present act which governs the
circumstances under which corrections or changes may b) made in
earnings records maintai ned by the Administrator. Except as other-
wise noted, your committee concurs in the provisions adopted by the
House in this section.
Because of thel addition of benefits for a husband, widower, and

former wife divorced (sec. 202 (c), (f), and (g) of the Social Security
Act), section 108 (a) of the bill provides for adding such individuals to
the persons listed in section 205 (b) of the Social Security Act. who are
to be given a hearing by the Administrator on any decision he makes
which may prejudice their rights. The addition of husband and
widower were, of course, not made in the House bill.

Section 108 (b) of the bill revises section 205 (c) of the act in several
respects, including changes necessary to provide for maintaining rec-
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ords of earnings of self-employed persons. Paragraph (1) of the revised
205 (c) includes definitions of "year" and of "time limitation" for con-
venience of reference and because of certain necessary differences
between the reporting of wages and self-employment income. The
"time limitation" is coordinated with the corresponding limitation in
the Internal Revenue Code on the withholding of taxes. A definition
of "survivor" is included to simplify references throughout the sub-
section.,
The term "year" is defined as a calendar year in the case of wages

and a taxable year in the case of self-employment income. (The
House bill used the term "accounting period" instead of "year". As
used in that bill, the term meant a calendar quarter for wages and a
taxable year for self-employment income.)
The term "time limitation" is defined as 3 years, 2 months, and 15

days, a change from the provisions approved by the House. The
change was made in order to conform the statute of limitations on
changes in the Administrator's records with the new statute of limita-
tions in the Internal Revenue Code. The term "survivor" is defined
to mean a spouse, former wife divorced, child or parent who survives
the wage-earner or self-employed person.

Paragraphs (2) and (3) of the revised section 205 (c) continue the
provisions of existing law as now contained in section 205 (c) (1) of
the Social Security Act and make such provisions applicable to self-
employment income. They direct the Administrator to establish and
maintain records of the earnings of individuals and, upon request, to
inform them, their survivors, or their agents designated in writing, of
the amounts in such records. They also make the records evidence of
the earnings of individuals and the absence of entries for any period
evidence that no wages were paid or self-employment income derived
during such period.
The addition of the agent of an individual designated in writing to

the class of those who may obtain information about such individual's
record did not appear in the bill as passed by the House.
Paragraph (4) states the conditions under which the Administrator's

records may be revised. Prior to the expiration of the time limitations,
the Administrator may revise his records if any error in them is brought
to his attention. This is the same as existing law. Changes, however,
have been made in the provisions relating to the effect of the records
and to tlhe revisions which may be made in them after the expiration
of the time limitations. As changed, the provisions relating to the
Administrator's records after the time limitation provide that, after
the expiration of the time limitation following a year, (1) the amounts
of wages or self-employment income as shown on the records for any
period in that year shall be conclusive; (2) the absence of any entry
in the records as to the wages alleged to have been paid by an employer
during any period in that year shall be presumptive evidence that no
wages were paid to the individual by such employer during such
period; and (3) the absence of an entry as to self-employment income
in that year is conclusive unless itis shown that a ta-x return of such
income was filed before the expiration of the time limitation following
the year. However, certain corrections are specifically permitted
after the end of the time limitation.
The presumption that no wages were paid an individual by an

employer in any period in the absence of an entry of such wages in the
records may be overcome by proof that the wages had been paid.

117



SOCIAL SECURITY ACT AMENDMENTS OF 1950

Where no entry of self-employment income appears on the records
and it is shown that a tax return was filed by the individual within
the time limitation, the Administrator is required to enter upon the
record the self-employment income for such year.
The present provision of 205 (c) (3) of the Social Security Act, per-

mitting revision of the records after the time limitation if the Adminis-
trator was oni notice of an error before the end of the period, is deleted.
Determination of what constitutes "notice" has proved administra-
tively cumbersome. Instead paragraph (5) of section 205 (c) as re-
vised by the bill authorizes corrections after the time limitation if an
application for monthly benefits or a lump-sum death payment is filed
within the time limitation and no final decision has been made on it, or
if a written request for a revision of the records is made within the
time limitation; but no such revision may be made after final decision
upon such application or upon such request.

In addition, the conditions under which the Administrator may
correct his records after the end of the time limitation, even though no
application for benefits or revision was filed within the period, are
expanded in ways designed to correct, certain anomalies occurring
under existing law. The revised section 205 (c) would permit revision
after the end of the time limitation-

(1) To correct any mechanical, clerical, or other errors apparent on
the face of the records.

(2) To transfer items to or from records of the Railroad Retirement
Board, if such items were reported to the wrong agency.

(3) To delete or reduce any items entered through fraud.
(4) To conform the Administrator's records with specified tax

returns or informational statements filed with the Commissioner of
Internal Revenue. However, in the case of a tax or information return
in respect of self-employment income filed after the end of the time limi-
tation following the taxable year, corrections of the Administrator's
records will not be made except to include self-employment income for
such year in an amount not in excess of the amount (if any) which has
been deleted (after the end of the time limitation) as payments errone-
ously included in such records as wages paid to such individual during
such taxable year. This prohibition against entries with respect to
self employment income after the end of the time limitation applies not
only to cases in which the individual voluntarily files a tax return, but
also to cases in which the Commissioner asserts an underpayment of
the self-employment tax.

(5) To correct errors resulting from the employer's reporting of
wages for an incorrect period, or from his reporting wages for one
individual under the name and account number of another individual,
or similar errors in the report of self-employment income. (This is
an addition to the provision approved by the House.)

(6) To include wages paid by an employer to an individual during
any period in a year where there is a complete absence of any entry
in the records of wages having been paid by such employer during
such period.

(7) To enter certified items transferred by the Railroad Retirement
Board in cases in which survivors benefits under the Social Security
Act are to be based on a combination of social-security wages and
railroad compensation.
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Paragraph (6) of the revised section 205 (c) continues the require-
ment in existing law that'written notice of any deletion or reduction
of wages be given to the individual whose record is involved where he
has previously been notified by the Administrator of his wages for
the period involved. Notice of a deletion, or reduction of self-
employment income is required to be given to the individual involved
in all cases because such individuals, having made out their own
returns, have notice of the amount of self-employment income that
should be shown on the records. An individual's survivor is also to
be notified of any deletion or reduction if either the individual or the
survivor has previously been notified of the amount of wages and
self-employment income appearing on the Administrator's records for
the period involved.
Paragraph (7) of the revised section 205 (c) gives the Administrator

discretion to prescribe the period, after any change or refusal to change
his records, within which an individual or his survivor may be granted
a hearing upon request. Under the present law, the hearing must be
requested before the running of the time limitation or within 60 days
thereafter. Thus some individuals have a very long period within
which to make a request while other individuals have no opportunity
to request a hearing. Under the amendment, the Administrator will
have the authority to establish reasonable and equitable regulations
governing the period within which a hearing must be requested.
Paragraph (8) continues existing law providing for judicial review

(as provided in sec. 205 (g) of the Social Security Act) of the Adminis-
trator's decision under section 205 (c).
Except as indicated above the amendments of section 205 (c) of the

Social Security Act in the bill as reported are the same in substance
as those in the bill as passed by the House.

Section 108 (c) of the bill further amends section 205 of the Social
Security Act by the addition of two new subsections. These deal
with special problems arising out of extension of coverage to certain
Federal employees and the necessity for continuing the provisions of
existing law for the coordination between survivors benefits under the
Social Security Act and the Railroad Retirement Act.

Subsection (c) of the House-approved bill would have added a new
subsection (o) to section 205 of the Social Security Act, providing for
giving employees of nonprofit organizations only half wage credits if
the organization did not waive its tax exemption under section 1410
of the Internal Revenue Code. This provision lias been omitted as
unnecessary in view of the changes made by your committee in the
coverage of employees of nonprofit organizations.
The new subsection (o) in the bill as reported provides that if no

person exists who could, upon application, become entitled to a
monthly survivors annuity under section 5 of the-Railroad Retire-
ment Act of 1937, or to a lump-sum payment under subsection (f) (1)
of that section, with respect to the death of an employee (as defined
in such act), railroad compensation shall be counted on the same
basis as old-age and survivors insurance wages or self-employment
income in determining the rights of the employee's survivors to a lump-
sum death payment or to monthly survivors benefits under the Social
Security Act. The subsection would not permit transfer of compen-
sation credited by reason of military service where the employee is
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credited with wages under title II of the Social Security Act for such
service for the same period of time. This section, like the new sec-
tion 202 (1) provided for in section 101 (a) of the bill, is necessary to
continue the existing coordination of survivors benefits under the
railroad retirement and old-age survivors insurance programs.
The House bill provided that railroad compensation would not be

used unless it was to the claimant's advantage. (Under the com-
mittee's bill it could be to his disadvantage only if the compensation
is low in amount and is credited for periods prior to attainment of
age 22.) This provisionU appears to give survivors of workers who
participated( in both programs a advantage over the survivors of
workers who participated in only the old-age and survivors insurance
program-an advantage which presumably was not intended. It is
also ain advantage which is not accorded to participants of both pro-
grains under existing law. Tlie bill as reported, therefore, omits this
provision. In other respects the two bills arc identical on this matter.

Paragraph (1) of the new subsection (p) provides that the Federal
Security Administrator shall not make determinations as to employ-
ment or wages with respect to service in the employ of the United
States or its wholly owned instrumentalities, but shall accept the
determinations of the head of the appropriate Federal agency or
instrumentality. This provision represents an 'extension of present
provisions of title II of the Social Security Act applicable to services
for the Maritime Commission and the Bonneville Power Adminis-
trator. Heads of agencies or instrumentalities are authorized by
paragraph (2) to make necessary certifications to the Federal Security
Administrator with respect to services under their jurisdiction. Para-
graph (3) makes the subsection applicable to service in-certain activi-
ties conducted by an instrumentality of the United States subject to
the jurisdiction of the Secretary of Defense (such as post exchanges)
and designates the Secretary of Defense as the head of such instru-
mentalities for the purposes of the title.

This provision is the same as that contained in the House bill.
Effective dates

Section 108 (d) of the bill provi(les that the amendments made by
subsections (a) and (c) shall take effect on the first day of the second
calendar month following the month of enactment of the bill. The
amendments made b)y subsection (b) (relating to the statute of
limitations on changes in the Administrator's records) will be effective
January 1, 1951, but provision is made for enabling the surviving
husband and former wife divorced of an individual to obtain informa-
tion as to the individual's record on the same basis as a surviving
wife, on and after the (late the new widower's and mother's insurance
benefits go into effect.

MISCELLANEOUS AMENDMENTS

Section 109 of the bill makes several changes of a technical nature
in the remaining provisions of title II of the Social Security Act.

Since States entering into agreements with the Federal Security
Administrator for coverage of State and local employees are required
(under tlie new sec. 218 of the Social Security Act) to pay amounts
equivalent to the employer and employee taxes to the Secretary of the
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Treasury, provision is made for including such amounts as part of the
trust fund (sec. 201 (a)).
The time for the filing of the annual report of the Board of Trustees

of the trust fund has been moved from the first day of each regular
session of the Congress to March 1 of each year in order to give the
Board the additional time which experience has shown it needs in order
to assemble the data required for this report (sec. 201 (b)).
Although the Board of Trustees is now required to submit an annual

report to the Congress, there is no authorization to have this report
printed. It is therefore necessary each year to pass a resolution
authorizing the printing of this report, in order, among other things,
to obtain a sufficient number of printed copies for the Members and
the staff of the Congress. Section 109 of the bill would amend the
applicable provisions of the Social Security Act so as to authorize the
printing of the annual report as a House document (sec. 201 (b)).
In order to facilitate the operations of the Board of Trustees of the

trust fund, the bill would amend the Social Security Act so as to
designate the Commissioner for Social Security of the Federal Security
Agency as secretary of the board (sec. 201 (b)). The board would
also be given the additional function of recommending improvements
in administrative procedures and policies (sec. 201 (b)). Under the
bill, as passed by the House, the Board's additional function would
have been that of recommending administrative procedures and
policies designed to effectuate the proper coordination of the social
insurances.
The bill would eliminate from provisions relating to the trust fund

the authorization to appropriate to it from the general funds of the
Treasury such additional sums as may be required to finance the
benefits and payments provided by the insurance program.
This section of the bill would also do what has already been accom-

plished in effect'by the Reorganization Plan of 1946 by changing
all references to the Social Security Board in title II of the Social
Security Act to the Federal Security Administrator. In addition,
references in title II to the Federal Insurance Contributions Act (the
short title of the Internal Revenue Code provisions relating to collec-
tion of taxes for the old-age and survivors insurance program) have
been changed to subchapter A of chapter 9 and subchapter E of chapter
1 of the Internal Revenue Code in order to avoid confusion and to
include the new provisions of the code relating to the collection of
taxes from the self-employed.

Paragraph (2) of section 109 (a) of the bill relates to that portion of
section 201 (a) of the Social Security Act which appropriates to the
trust fund amounts equivalent to 100 per centum of the taxes received
under the Federal Insurance Contributions Act and covered into the
Treasury. The purpose of this amendment is only to simplify the
accounting and collection processes required for determining the
amounts appropriated to the trust fund. Under the proposed
amendment, such amounts will be determined by reference to the
taxes on the total taxable wages and self-employment income reported
for tax purposes, rather than by reference to the sum of the collec-
tions of such taxes. Under the proposed amendment, the amount
appropriated will be determined under the present method with
respect to taxes deposited into the Treasury by collectors of internal
revenue before January 1, 1951. However, after that date and for
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an additional period of 2 years ending with the close of 1952, collec-
tors of internal revenue will be required to continue to account
separately for collections of such taxes which had been assessed but
not collected before January 1, 1951. It is believed that after 1952
the uncollected portion of such outstanding assessments will be so
small as not to justify the administrative cost of separately accounting
therefor.
The appropriation will be determined after December 31, 1950,

under a new system that, except as noted above, avoids the present
requirement that collectors of internal revenue separately account for
such taxes and deposit such taxes into the Treasury under separate
accounting classifications. Under this new system, the schedule on the
tax returns that shows the taxable wages paid will, as at present, be
transferred by the Commissioner of Internal Revenue to the Federal
Security Administrator, and a similar transfer of information will be
made with respect to returns showing the self-employment income.
With respect to such wages reported to the Commissioner after Decem-
ber 31, 1950 (either on returns, or if some other system of payment is
prescribed under section 1420 (c) of the Internal Revenue Code, on
such other report as the Commissioner requires to be furnished under
such section), and with respect to the self-employment income reported
to the Commissioner on tax returns after December 31, 1950, the
Administrator will certify to the Secretary of the Treasury from time
to time the totals of such wages and such self-employment income for
the various periods for which such returns or other reports are made.
The Secretary will apply the proper rates of tax under the Federal
Insurance Contributions Act (social security taxes) and under the
Self-Employment Contributions Act (self-employment tax) to such
totals, and the amount of the appropriation to the trust fund is to
be 100 per centum of the amount so determined. For example, the
Commissioner will transmit to the Administrator the schedules from
all social security tax returns filed January 31, 1951, showing wages
paid during the last quarter of 1950. Assume that the Administrator
thereafter certifies that a total of $x of taxable wales was reported
on sucn returns. The secretary, by applying the 1Y percent rate of
section 1400 and the 1S percent rate of section 1410 determines an
amount equal to 3 percent of $x. The amount so determined is
appropriated and transferred from the general fund of the Treasury
to the trust fund. Similarly, if delinquent returns and other tax
reports obtained during August, 1952, show that $y of previously
unreported wages were paid during some quarter of 1950 (the taxes
with respect to which were not assessed before January 1, 1951), the
Secretary will determine an amount equal to 3 percent (the sum of
the applicable rates under the Federal Insurance Contributions Act)
of $y, and the appropriation to the trust fund includes the amount so
determined. Similar totals of self-employment income for the taxable
years referred to in section 480 of the Internal Revenue Code will be
certified by the Administrator to the Secretary, and the applicable
rate under section 480 will be applied to such totals, the amounts
included in the appropriation to the trust fund being equal to the
amounts so determined. It may be noted that tax reports transferred
to the Administrator will include adjustments with respect to amounts
previously erroneously reported as wages or self-employment income,
and the subsequent certification of any total of wages paid during a
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certain period or of self-employment income for a certain period will
reflect such adjustments.
The proposed amendment in paragraph (2) makes one further

change in section 201 (a) so as to continue the present practice of
current transfers to the trust fund of social security taxes. Under this
amendment, the Secretary will estimate from time to time the amounts
received and deposited into the Treasury on account of social security
taxes, and the amounts so estimated will be transferred from the
general fund of the Treasury to the trust fund. Such amounts are
estimates of the amounts appropriated under clauses (3) and (4) of
section 201 (a). Proper adjustments will be made in amounts sub-
sequently transferred to the extent prior estimates were in excess
of or were less than the amounts of the taxes referred to in such clauses.

This provision was not in the House bill since that bill made no
change in the existing system of collection of taxes under the Federal
Insurance Contributions Act. On the other hand, one change which
the House bill would have made in section 201 of the Social Security
Act has been deleted. The bill as reported does not include, as did
the House bill, an amendment to section 201 (f) authorizing refunds
of taxes collected under the old-age and survivors insurance program
to be made from the trust fund. To some extent the adjustment
because of refunds of taxes will automatically be made through the
new procedure of appropriations outlined above. In addition, the
deletion of this proposed amendment will result in considerable
administrative savings.

TITLE IT-AMENDMENTS TO INTERNAL REVENUE CODE

RATE OF TAX ON WAGES

Section 201: This section, as in the House bill, amends clauses (2)
and (3) of sections 1400 and 1410 of the Internal Revenue Code,
relating to the rates of the taxes under the Federal Insurance Con-
tributions Act. Under existing law the rate of the employees' tax
and of the employers' tax for the calendar years 1950 and 1951 is 1Yi
percent; and the rate of each such tax for the calendar year 1952 and
subsequent calendar years is 2 percent. Under the House bill the
rate of each tax would have been increased on January 1, 1951. Your
committee has postponed the increase in rates until January 1, 1956.
Otherwise the rates in the committee bill are the same as in the House
bill. Under the committee bill the rates of each tax are as follows:

Percent
For the calendar years 1950 to 1955, inclusive-..------------------------ 1X2
For the calendar years 1956 to 1959, inclusive------------------------- 2
For the calendar years 1960 to 1964, inclusive-------------------------- 2
For the calendar years 1965 to 1969, inclusive ..---------------------- 3
For the calendar year 1970 and subsequent calendar years --------------- 34

FEDERAL SERVICE

Section 202: This section, except for several amendments made
necessary by changes in other provisions of the House bill, is the same
as section 203 of the House bill. (For a further discussion of Federal
services as affected by this bill, see in this report the explanation of
paragraphs (6) and (7) of section 1426 (b) of the Internal Revenue
Code, as amended by section 204 (a) of the committee bill.)
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Subsection (a) of this section of the bill amends part II of sub-
chapter A of chapter 9 of the Internal Revenue Code by adding after
section 1411 a new section 1412. Your committee has changed the
number of the new section from 1413 to 1412 due to the elimination
from the House bill of a new section 1412, relating to tlhe exemption
of certain nonprofit organizations from the employers' tax imposed
by section 1410 of the code. Section 1412 under the committee bill
makes ineffectual as to the tax imposed by section 1410 of the code
(with respect to remuneration paid after 1950) those provisions of
any statute (irrespective of the date of enactment thereof) which
grant to any instrumentality of the United States an exemption
from taxation, unless such statute grants a specific exemption from
the tax imposed by section 1410 by an express reference to such sec-
tion. The exemptions from Federal taxation granted by various
existing statutes to certain Federal instrumentalities without specific
reference to the tax imposed by section 1410 are rendered inoperative
insofar as the exemptions relate to the tax imposed by section 1410,
without the necessity of specifically amending such exemption stat-
utes. Some Federal instrumentalities whose exemption from the
tax imposed by section 1410 is rendered inoperative by section 1412
are national farm loan associations, production credit associations, and
Federal credit unions. With respect to subsequent legislation of
Congress which might grant a general exemption from taxation to an
instrumentality of the United States, section 1412 provides, as a rule
of construction, that such general exemption (lacking a specific ref-
erence to the tax imposed by sec. 1410) is not to be construed as
providing an exemption from the tax imposed by section 1410.

Subsection (b) of this section of the bill amends section 1420 of the
code, relating to the collection and 1)aymlent of the taxes imposed by
sections 1400 and 1410 of the code, by adding at the end thereof a
new subsection (e). Your committee has amended section 1420 (e) as
passed by the House to conform the provisions of such section to the
reduction from $3,600 to $3,000 which your committee lhas made in
the wage limitation in section 1426 (a) (1) of thle code, as amended by
section 204 (a) of the House bill. Section 1420 (c) relates to the em-

ployees' and employers' taxes imposed with respect to certain services
performed in thel employ of the United States or in the employ of any
instrumentality which is wholly owned by the United States. The
head of the Federal department, agency, or instrumentality, having
control over the services performed in the employ of such department,
agency, or instrumentality, or such agent or agents as may be desig-
nated by such head, shall (1) determinee whether an individual has
performed services which constitute employment as defined in section
1426 of the code, (2) determine the amount of remuneration which
constitutes wages as defined in section 1426, and (3) make the required
return and payment of the taxes imposed by sections 1400 and 1410.
A person making such return may, for convenience of administration,
make payments of the employers' tax imposed under section 1410
without regard to the $3,000 limitation in section 1426 (a) (1), and
he shall not be required to file a claim for refund, or obtain a refund,
of any amount paid as tax under section 1410 on that part of the re-
muneration not included in wages by reason of section 1426 (a) (1).
This provision does not authorize such person to disregard the $3,000
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limitation as to remuneration paid for services included in returns
made by his reporting unit.
The provision will relieve a person making a return on behalf of any

Federal department or agency of ascertaining whether any wages have
been reported for the particular employee during the calendar year by
any other reporting unit of any Federal department or agency and will
relieve any person making a return on behalf of a wholly owned
instrumentality of ascertaining whether any wages paid the particular
employee during the calendar year by such instrumentality have been
reported by any other reporting unit of such instrumentality. The
head or agent of an instrumentality in determining the amount of
remuneration for services performed in employment which constitutes
wages as defined in section 1426 may not take into consideration
amounts of remuneration paid by any other instrumentality or any
Federal department or agency.

Section 1420 (e) is also made applicable to services, performed by
a civilian employee who is rinot compensated from funds appropriated
by the Congress, in the Army and Air Force Exchange Service, the
Army and Air Force Motion Picture Service, Navy ship's service
stores, Marine Corps post exchanges, or any other activity, conducted
at installations of the National Military Establishment for the benefit
and morale of personnel of the Armed Forces by an instrumentality of
the United States subject to the jurisdiction of the Secretary of
Defense. For purposes of section 1420 (e) the Secretary of Defense is
deemed to be the head of any such instrumentality.

Subsection (c) of section 202 of the bill amends section 1411 of the
code, relating to adjustments of the employers' tax imposed by section
1410 of the code, by adding thereto a special provision with respect
to remuneration received from the United States or a wholly owned
instrumentality thereof during any calendar year after the calendar
year 1950. The amendment to section 1411 provides that, for the
purposes of such section, each head of a Federal department, agency,
or instrumentality who makes a return pursuant to section 1420 (e)
of the code and each agent, designated by the head of a Federal
department, agency, or instrumentality, who makes a return pur-
suant to section 1420 (e) shall be deemed a separate employer. Thus,
adjustments of the tax imposed by section 1410 will be made by the
reporting unit by which the erroneous underpayment or overpayment
was made. For the corresponding amendment with respect to the
employees' tax imposed by section 1400 of the code and for the pro-
visions with respect to special refunds of employees' tax in the case
of Federal services, see section 1401 (d) (3) of the code, as added by
section 203 (b) of the bill.

Subsection (d) of section 202 of the bill provides that the amend-
inents made by such section shall be applicable only with respect to
remuneration paid after December 31, 1950 (December 31, .1949,
under the House bill).

DEFINITION OF WAGES

Section 203: This section, which corresponds to section 204 of the
-louse bill, amnends section 1426 (a) of the Internal Revenue Code,
which defines the term "wages" for the purposes of the Federal
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Insurance Contributions Act, and also amends section 1401 (d) of
the code, relating to special refunds of employees' tax imposed by
section 1400 of the code. The amendments are applicable under the
committee bill with respect to remuneration paid after 1950 instead
of 1949 as under the House bill.

Subsection (a) of this section of the bill amends section 1426 (a)
of the code, which contains the definition,of wages. Under existing
law the term "wages" means all remuneration for employment,
including the cash value of all remuneration paid in any medium
other than cash, with certain specific exceptions. The amendment
retains this provision of existing law which precedes the numbered
paragraphs containing the exceptions. The House bill would have
increased the $3,000 limitation contained in section 1426 (a) (1) of
existing law to $3,600. Your committee has eliminated this provision
in the House bill and restored the $3,000 limitation under existing
law. The bill clarifies existing law by providing expressly that
remuneration specifically excepted from wages shall be disregarded hin
computing the limitation on the amount of remuneration with respect
to employment which constitutes wages. Thus, if during a calendar
year an employee receives remuneration from his employer on account
of medical or hospitalization expenses in connection with sickness or
accident disability, and if such remuneration is excluded from the
definition of wages-under the provisions of section 1426 (a) (2) or (4)
(as amended by the bill), such remuneration paid to the employee is
not taken into account in applying the $3,000 limitation. Section
203 (a) of the bill also adds a provision, as did the House bill, with
respect to the computation of the $3,000 limitation where one employ-
ing entity is succeeded by another employing entity under certain
prescribed conditions. Your committee has changed the language of
the provision to conform to a substantive change which your committee
has made in the provisions of section 1607 (b) (1) of the code (see
sec. 209 (a) (1) of the bill). In addition, your committee has made
a clarifying change with respect to remuneration paid by the
predecessor.
The annual $3,000 limitation on the amount of remuneration with

respect to employment which constitutes wages applies only to re-
muneration received by an employee from the same employer. Under
existing law, where during a calendar year an employee is employed
by a new employer, the first $3,000 of remuneration with respect to
employment paid to him by the new employer during that year con-
stitutes wages and is subject to tax regardless of the amount of such
remuneration which might have been paid to him in the same year by
a prior employer. In applying this rule, the Bureau of Internal
Revenue has held that, if a member of a partnership (lies and the trade
or business is continued without interruption by the. surviving partners
who retain all the employees who have been performing services for
the former partnership, the dissolution of the old partnership by opera-
tion of law and the organization of the new partnership result in the
new partnership being considered as a new employer. The new part-
nership, under the Bureau's rulings, is taxed on the first $3,000 of
wages paid, during the calendar year in which it was formed, to an
employee who had been employed by the predecessor partnership and
whose services were retained, although the predecessor may in the same
year have already paid tax on wages of $3,000 paid to such employee.
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Similar results have been reached as a consequence of a corporate
merger or consolidation, or where an individual incorporates his busi-
ness and continues to operate the same enterprise through ownership
of all the stock of the corporation.
The amendment made by section 203 (a) of the bill prevents the

duplication of tax in cases such as those described above and in all
other cases where an employer acquires substantially all the property
used in a trade or business of another employer, or used in a separate
unit of such a trade or business, if immediately after the acquisition
the successor employs in his trade or business (whether or not in the
same trade or business in which the acquired property was used) an
employee who immediately prior to the acquisition was employed in
the trade or business of the predecessor. If the acquisition involves
only a separate unit of the trade or business of the predecessor, the
employee need not have been employed by the predecessor in that
unit provided that he was employed in the trade or business of which
the acquired unit was a part. Under the amendment remuneration
with respect to employment paid to such employee by the predecessor
(or considered as having been paid by the predecessor) during the
calendar year in which the acquisition occurs (and prior to the acqui-
sition) is attributed to the successor employer for the purpose of
determining whether such employer has in such calendar year paid
$3,000 of wages to such employee. The application of the amendment
may be illustrated by the following example:
Example: The Y corporation acquires all the property of the X

manufacturing company and immediately after the acquisition em-
ploys in its trade or business employee A, who, immediately prior to
the acquisition, was employed by the X company. The X company
has in the calendar year in which the acquisition occurs (and prior to
the acquisition) paid $2,000 of wages to A. If the Y corporation
pays to A in that year remuneration with respect to employment of
$2,000, only $1,000 of such remuneration will be considered to be
wages. For the purposes of the $3,000 limitation, the Y corporation
will be credited with the $2,000 paid to A by the X company. If, in
the same calendar year, the property is acquired by the Z company
from the Y corporation and A immediately after the acquisition is
employed by the Z company in its trade or business, no part of the
remuneration paid to A by the Z company in the year of the acquisi-
tion will be considered to be wages. The Z company will be credited
with the remuneration paid to A by the Y corporation and also with
the wages paid to A by the X company (considered for the purposes
of the amendment as having also been paid by the Y corporation).

In the case of a transfer or acquisition of property by a corporation
exempt from income tax under section 101 (6) of the code, the activity
in which such corporation is engaged is considered to be its trade or
business for the purpose of determining whether the transferred prop-
erty was used in the trade or business of the predecessor and for the
purpose of determining whether the employment by the predecessor
and the successor of an individual whose services were retained by the
successor constituted employment in a trade or business. Thus, if a
charitable, or a religious organization subject to tax by virtue of its
election, acquires all the property of another such organization like-
wise subject to tax and retains the services of employees of the prede-
cessor, wages paid to such employees by the predecessor in the year
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of the acquisition (and prior to such acquisition) will be attributed to
the successor for the purposes of the $3,000 limitation. I

A successor employer may receive the credit for remuneration paid
to an employee by a predecessor employer only if the acquisition
included substantially all the property used in a trade or business of
the predecessor, or in a separate unit of such a trade or business. All
the property used in the separate unit of a trade or business may con-
sist of all the property used in the performance of an essential opera-
tion of the trade or business, or it may consist of all the property used
in a relatively self-sustaining entity forming a part of the trade or
business. For example, if the R company, which manufactures a
type of motor-driven machine, discontinues the manufacturing of
motors and transfers all the property used in such manufacturing
to the S company, the S company will be considered to have acquired
the motor-manufacturing unit of the R company. Similarly, the
acquisition of one of a chain of retail stores will constitute the acquisi-
tion of a separate unit of the trade or business of the predecessor.

Paragraph (2) of- section 1426 (a) as amended by the House bill
retains the provision of existing law which excludes from the term
"wages" the amount of any payment made to, or on behalf of, an
employee under a plan or system established by an employer which
makes provision for his employees generally or for a class or classes
of his employees (including any amount paid by an employer for in-
surance or annuities, or into a fund, to provide for any such payment),
on account of (1) an employee's retirement, or (2) an employee's
sickness or accident disability, or (3) medical or hospitalization
expenses in connection with sickness or accident disability of an
employee, or (4) the death of an employee. Under present law pay-
ments made under a plan or system providing for death benefits
are not excluded from wages if the employee has certain options or
rights, such as the option to receive, instead of the provision for such
death benefit, any part of such payment made by the employer, or
the right to assign the death benefit or to receive a cash consideration
in lieu thereof. The amendment made by the House bill removes
such conditions imposed under existing law with respect to payments
providing for death benefits. Your committee has further amended
,section 1426 (a) (2) so as also to exclude from wages any payment
made to, or on behalf of, any dependents of anI-emnployce (including
husbands, wives, children, and other members of the immediate
family) under a plan or system established by an employer which
makes provision for his employees generally and their dependents or
for a class or classes of his employees and their dependents (including
any amount paid by an employer for insurance or annuities, or into n
fund, to provide for any such payment) on account of (1) an employee's
retirement, or (2) sickness or accident disability of an employee or
any of his dependents, or (3) medical or hospitalization expenses in
connection with sickness or accident disability of an employee or any
of his dependents, or (4) the death of an employee or any of his
dependents. Payments of the prescribed character under a plan or
system establislied by an employer solely for the dependents of his
employees are not within this exclusion from wages.

Paragraph (3) of section 1426 (a) as amended by the House bill
excludes from wages any payment made to an employee (including
any amount paid by an employer for insurance or annuities, or into
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a fund, to provide for any such payment) on account of retirement,
irrespective of whether such payment is made pursuant to a plan or
system such as is contemplated under section 1426 (a) (2). Your
committee has made no change in this paragraph.
Paragraph (4) of section 1426 (a) as amended by the House bill

excludes from wages any payment on account of sickness or accident
disability, or medical or hospitalization expenses in connection with
sickness or accident disability, made by an employer to, or on behalf
of, an employee after the expiration of six calendar months following
the last calendar month in which the employee worked for such em-
ployer. Your committee has made no change in this paragraph. This
provision of law will have application in any instance where the pay-
ment is not made pursuant to a plan or system and therefore is not
excepted from wages by section 1426 (a) (2). In order for a payment
to be excepted under this provision, the payment made by the em-
ployer to, or on behalf of, the employee must be made by reason of
the employee's sickness or accident disability or by reason of medical
or hospitalization expenses in connection with such employee's sick-
ness or accident disability and there must have elapsed immediately
prior to the calendar month in which the payment is made at least
six consecutive calendar months during which the employee did no
work for the employer.
Paragraph (5) of section 1426 (a) as added by the House bill excludes

from wages certain payments from or into a trust exempt from tax
under section 165 (a) of the code or under or to an annuity plan which
meets the requirements of section 165 (a) (3), (4), (5), and (6). Under
this paragraph a payment made by an employer into a trust or annuity
plan is excepted from wages at the time of such payment if the trust is
exempt from tax under section 165 (a) of the code or the annuity plan
meets the requirements of section 165 (a) (3), (4), (5), and (6) at the
time the payment is made thereto. A payment to, or on behalf of,
an employee from a trust or under an annuity plan is also excepted
from wages under this paragraph if at the time of the payment to, or
on behalf of, the employee, the trust is exempt from tax under section
165 (a) or the annuity plan meets the requirements of section 165
(a) (3), (4), (5), and (6). Your committee has made a clarifying
amendment to paragraph (5) to assure the exclusion from wages of a
payment of the prescribed character made to, or on behalf of, a bene-
ficiary of an employee. A payment made to an employee of an exempt
trust as remuneration for services rendered as such employee and not
as a beneficiary of the trust is not within the exclusion.
Paragraph (6) of the amended section 1426 (a) continues without

change the existing exclusion from wages (sec. 1426 (a) (3)) of pay-
ments by an employer (without deduction from the remuneration of,
or other reimbursement from, the employee) of the employees' tax
imposed by section 1400 of the code and employee contributions under
State unemployment-compensation laws. This paragraph remains
the same as in the House bill.

Paragraph (7) of section 1426 (a) as added by the House bill excludes
from wages remuneration paid in any medium other than cash to an
employee for service not in the course of the employer's trade or busi-
ness or for domestic service in a private home of the employer. Your
committee has made a technical change in this paragraph.
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Paragraph (8) of section 1426 (a) as added by your committee
excludes from wages remuneration paid in any medium other than
cash for agricultural labor.
Remuneration in any medium other than cash includes, for example,

lodging, food, clothing, agricultural or horticultural commodities, or
car tokens or weekly transportation passes.
Paragraph (9) of section 1426 (a), which is the same as paragraph

(8) under the House bill, excludes from wages the remuneration (other
than vacation or sick pay) of a stand-by employee who has attained
age 65 and whose employment relationship has not terminated, if
the employee does no work for the employer in the period for which
such remuneration is paid.

Section 1426 (a) as amended by the bill contains no provision com-
parable to paragraph (4) of existing law which excludes from the term
"wages" dismissal payments which the employer is not legally required
to make. Therefore, a dismissal payment, which is any payment
made by an employer on account of involuntary separation of the
employee from the service of the employer, will constitute wages
subject, of course, to the $3,000 limitation, irrespective of whether
the employer is, or is not, legally required to make such payment.
Your committee has eliminated those provisions of the House bill

which would have expressly included as wages certain cash tips and
any other cash remuneration customarily received by an employee in
the course of his employment from persons other than the person
employing him.
Your committee has also eliminated those provisions of the House

bill which would have (1) amended section 1401 (d) (2) of the code,
relating to special refunds of employees' tax paid on aggregate wages
in excess of $3,000 received by an employee from more than one
employer during any calendar year after the calendar year 1946, so
as to limit the scope thereof to wages received during the calendar
year 1947, 1948, or 1949, and (2) added a new paragraph (3) to section
1401 (d) so as to conform the special refund provisions to the increase
in the limitation on wages from $3,000 to $3,600 for 1950 and subse-
quent. calendar years. Those provisions of the House bill are inappro-
priate in view of the action of your committee in restoring the $3,000
limitation on wages.

Subsection (b) of section 203 of the committee bill amends section
1401 (d) of the code by adding thereto a new paragraph (3). Section
1401 (d) (3), with the exception of the applicability of the provisions
to remuneration paid after 1950 instead of 1949, a conforming change
to reflect the change in the amount of the limitation on wages, and
clerical changes in certain statutory references, is the same as section
1401 (d) (4) of the code under the House bill. Section 1401 (d) (3)
under the committee bill, applicable to remuneration paid after 1950,
contains special rules relating to special refunds and adjustments of
employees' tax in the case of Federal employees and special rules
relating to special refunds of employees' tax in the case of State
employees. Under subparagraph (A) of section 1401 (d) (3) each
head of a Federal department, agency, or instrumentality who makes
a return pursuant to section 1420 (e) of the code and each agent,
designated by the head of a Federal department, agency, or instru-
mentality, who makes a return pursuant to such section are deemed
to be separate employers for the purposes of section 1401 (c) of the
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code, relating to adjustments of employees' tax, and section 1401
(d) (2), relating to special refunds of employees' tax; and, for the
purposes of section 1401 (d) (2), the term "wages" includes the amount,
not to exceed $3,000, determined by each such head or agent as con-
stituting wages paid to an employee. Adjustments of the employees'
tax imposed by section 1400 of the code shall be made by the reporting
unit by which the erroneous underpayment or overpayment was made.
(For provisions relating to adjustments of employers' tax in the case
of Federal employees, see sec. 1411 of the code, as amended by sec.
202 (c) of the bill.) The amount of remuneration of each employee
reported on a return of a reporting unit to be included as "wages"
shall under no circumstances be in excess of $3,000 for a calendar year
and shall include only such amounts of remuneration as the reporting
unit shall have determined to constitute "wages" as defined in section
1426. The amendment is intended to protect fully an employee of
the United States or of an instrumentality wholly owned by the
United States from the payment of tax imposed under section 1400
in an amount in excess of the tax imposed with respect to the first
$3,000 of remuneration which is determined to constitute "wages"
as defined in section 1426.
Subparagraph (B) of section 1401 (d) (3) makes the special refund

provisions in section 1401 (d) (2) applicable to amounts equivalent to
employees' tax under section 1400 (a) of the cole dcd'ucted in any cal-
endar year after the calendar year 1950 from employees' remuneration
by States, political subdivisions, or instrumentalities pursuant to agree.
ments made under section 218 of the Social Security Act (added by
sec. 106 of the bill).

Subsection (c) of section 203 of the committee bill, which corre-
sponds to subsection (d) of section 204 of the House bill, relates to the
applicability of the amendment made by subsection (a) of this section
of the bill. Under the House bill the amendment would have been
applicable with respect to remuneration paid after December 31, 1949.
Subsection (c) of section 203 of the committee bill provides that the
amendment made by subsection (a) shall be applicable only with re-
spect to remuneration paid after December 31, 1950, and that, in the
case of remuneration paid prior to January 1, 1951, the determination
under section 1426 (a) (1) of the code (prior to its amendment by the
bill) of whether or not such remuneration constituted wages shall be
made as if subsection (a) of section 203 of the bill had not been enacted
and without inferences drawn from the fact that the amendment made
by such subsection is not made applicable to periods prior to January
1, 1951.

DEFINITION OF EMPLOYMENT

Section 204: This section, which corresponds to section 205 of the
House bill, amends subsection (b) of section 1426 of the Internal
Revenue Code, which defines the term "employment" for the purposes
of the Federal Insurance Contributions Act and also amends subsec-
tions (c), (e), (g), (h), (i), and (j) of section 1426 of the code, which
contain provisions pertinent to determinations of employment, and
section 1428 of the code, relating to estimates of revenue reduction by
reason of the exception from employment of service covered under the
Railroad Retirement Tax Act.
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Subsection (a) of this section of the bill amends section 1426 (b).
The amendment is effective January 1, 1951, under the committee bill
instead of January 1, 1950, as under the House bill. Under the amend-
ment the term "employment" is defined to mean any service performed
after December 31, 1936, and prior to January 1, 1951, which con-
stituted employment under the law applicable to the period in which
such service was performed; and also to mean (1) any service performed
after December 31, 1950, by an employee for the person employing
him, irrespective of the citizenship or residence of either, (A) within
the United States, or (B) on or in connection with an American vessel
or American aircraft (both as defined in sec. 1426 (g)) under a contract
of service entered into within the United States or during the perform-
ance of which and while the employee [is employed Ion the vessel or
aircraft it touches at a port in the United States (including an airport,
in the case of an aircraft), if the employee is employed on and in con-
nection with the vessel or aircraft when outside the United States, and
(2) any service performed outside the United States after December 31,
1950, by a citizen of the United States as an employee of an American
employer (as defined in sec. 1426 (i)).

That portion of section 1426 (b) (of existing law) which precedes
the numbered paragraphs (these contain the exceptions from the term
"employment") is changed substantively in only two respects. First,
the definition is extended to include service on or in connection with
an American aircraft to the same extent as service, already included
in the definition, on or in connection with an American vessel. With
respect to service performed on or in connection with an American
vessel or American aircraft where the contract of service is entered
into outside the United States, your committee has made a clarifying
amendment which expressly requires that, in order that the service
constitute employment, the employee be employed on the vessel or
aircraft when it touches at a port within the United States at some
time during the performance of the contract of service. Second, the
definition is extended to include service performed outside the United
States by a citizen of the United States as an employee of an American
employer (the definition of the term "American employer" is discussed
below in the explanation of subsec. (e) of this section of the bill).
Under existing law the citizenship or residence of the employer or the
employee has no effect upon the determination of whether or not serv-
ice constitutes employment, except as the citizenship or residence of
the employer may have a bearing in determining whether a vessel
is an American vessel. Under the amendment this is true with respect
to service performed either within the United States or on or in con-
nection with an American vessel or American aircraft, but in the case
of service performed outside the United States, other than on or in
connection with an American vessel or aircraft, only service (which
otherwise constitutes employment) performed by a citizen of the
United States for an American employer is covered.
The definition of the term "employment" under the amendment, as

applied to service performed prior to January 1, 1951, is subject to
the pertinent exceptions under the law applicable to the period in
which the service was performed. The definition applicable to service
performed on and after that date continues unchanged some of the
exceptions contained in the present law, omits or revises others, and
adds certain additional ones. The committee bill with respect to the
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exceptions from employment differs from the House bill in certain
respects as discussed below.

Paragraph (1) of section 1426 (b) of the code under the committee
bill takes the place of the exceptions contained in paragraphs (1) and
(2) (A) of such section under the House bill. Paragraph (1) under
the House bill would have continued the existing exception of agricul-
tural labor with certain modifications in the definition of the term,
and paragraph (2) (A) would have excepted from employment service
not in the course of the employer's trade or business (including domes-
tic service in a private home of the employer) performed on a farm
operated for profit. Service of the latter mentioned character is, by
reason of an amendment made by your committee to the definition
of the term "agricultural labor" (which is discussed under subsec. (d)
of this section of the bill), included within the definition of such term.
Subparagraph (A) of paragraph (1) under the committee amend-

ment excludes from employment agricultural labor (as defined in
sec. 1426 (h)) performed in any calendar quarter by an employee, but
only if the cash remuneration paid for such service is less than $50 or
the service is performed by an individual who is not regularly em-
ployed by the employer to perform such service. The cash test of at
least $50 refers to cash paid for services performed during a calendar
quarter, regardless of when paid. As used in subparagraph (A), the
term "cash remuneration" includes checks and other monetary media
of exchange. Subparagraph (A) provides that an individual shall be
deemed, for the purposes of such subparagraph, to be regularly em-
ployed by an employer during a calendar quarter only if (i) on each
of some 60 days during the calendar quarter such individual performs
agricultural labor for such employer for some portion of the day or
(ii) such individual was regularly employed (determined in accordance
with the test hereinbefore referred to in this sentence) by such em-
ployer in the performance of service of the prescribed character during
the preceding calendar quarter.
Subparagraph (B) of paragraph (1) under the committee amend-

ment excludes from employment service performed in connection
with the production or harvesting of any commodity defined as an
agricultural commodity in section 15 (g) of the Agricultural Market-
ing Act, as amended, or in connection with the ginning of cotton.
Service of the character prescribed in this subparagrpah is excepted
from employment, regardless of the amount of the remuneration paid
for, or the regularity of the performance of, such service. With re-
spect to service performed in connection with the production or
harvesting of any commodity defined as an agricultural commodity
in section 15 (g) of the Agricultural Marketing Act, as amended, the
exception under this subparagraph will apply only to service per-
formed in connection with the production or harvesting of crude gum
(oleoresin) from a living tree or the processing of such crude gum into
gum spirits of turpentine and gum resin, provided such processing is
carried on by the original producer of such crude gum.

Paragraphs (2) and (3) under the committee bill correspond to
paragraphs (2) (B) and (3) under the House bill. Paragraph (2) of
existing law excludes from employment domestic service in a private
home, local college club, or local chapter of a college fraternity or
sorority; and paragraph (3) of existing law excludes from employment
casual labor not in the course of the employer's trade or business.
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Paragraph (2) under the committee bill, which is the same as para-
graph (2) (B) under the House bill, excludes from employment do-
mestic service performed in a local college club, or local chapter of a
college fraternity or sorority, by a student who is enrolled and is
regularly attending classes at a school, college, or university.

Paragraph (3) under the committee bill excludes from employment
service not in the course of the employer's trade or business (including
domestic service in a private home of the employer) performed in
any calendar quarter by an employee, but only if the cash remunera-
tion paid for such service is less than $50 or such service is performed
by an individual who is not regularly employed by the employer to
perform such service. The amendment substitutes a cash and regu-
larity-of-employment test for the test set forth in existing law govern-
ing casual labor. The cash test refers to the cash paid for services
performed during a calendar quarter, regardless of when paid. The
term "cash remuneration" includes checks and other monetary media
of exchange. Paragraph (3) provides that an individual shall be
deemed, for the purposes of such paragraph, to be regularly employed
by an employer during a calendar quarter only if (A) on each of some
24 days during such quarter such individual performs for such em-
ployer for some portion of the (lay service of the prescribed character
or (B) such individual was regularly employed (determined in accord-
ance with the test hereinbefore referred to in this sentence) by such
employer in tile performance of service of the, prescribed character
during the preceding calendar quarter. Since the definition of agri-
cultural labor as amended by your committee includes service not in
the course of the employer's trade or business, and domestic service
in a private home of the employer, if performed on a farm operated
for profit, paragraph (3) under the committee bill has practical appli-
cation only to service of the prescribed character performed other
than on a farm operated for profit. Paragraph (3) under the com-
mittee bill differs from such paragraph under the House bill in several
material respects. Your committee has increased the cash test from
$25 to $50 and has substituted 24 days for 26 (lays in the regularity-
of-employmnent test, together with a clarifying amendment to such
latter-mentioned test.
' Paragraph (4), which is the same as under the House bill, continues
without change the present family employment exclusion.

Paragraph (5), which is the same as under the House bill, continues
without change the present exclusion of service performed on or in
connection with a vessel not an American vessel, but extends the
exclusion to service performed by an individual on or in connection
with an aircraft not an American aircraft if such individual is em-
ployed on and in connection with such aircraft when it is outside the
United States.

Paragraphs (6) and (7) of the bill supersede paragraph (6) of
existing law. The existing paragraph excludes from employment
service in the employ (1) of the United States or (2) of an instrumen-
tality of the United States which is either wholly owned by the United
States or exempt from the employers' tax imposed by section 1410 of
the code by virtue of any other provision of law. The effect of the
new paragraphs (6) and (7) is to include as employment a portion of
the Federal services excluded from employment under existing law.
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The new paragraph (6), which is the same as in the House bill,
excludes from employment service performed in the employ of any
instrumentality of the United States, if such instrumentality is exempt
from the employers' tax imposed by section 1410 of the code by virtue
of any other provision of law which specifically refers to section 1410
of the code in granting the exemption from the tax imposed by such
section. (In connection with par. (6), see the explanation of sec. 1412,
added by sec. 202 (a) of the bill.) Paragraph (6) will not operate to
exclude from employment the services referred to therein unless and
until the Congress grants to a Federal instrumentality a specific
exemption from the tax imposed by section 1410 of the code.
The new paragraph (7), as amended by your committee, contains

four separate subparagraphs. Subparagraph (A) excepts from em-
ployment service performed in the employ of the United States, if the
service is covered by a retirement system established by a law of the
United States or by a retirement system established by the agency for
which such service is performed.

In the case of service performed in the employ of an instrumentality
of the United States, subparagraph (B) excepts from employment
such service, if the service is covered by a retirement system estab-
lished by a law of the United States. Subparagraph (C) excepts
from employment, with certain exceptions hereinafter referred to,
service performed in the employ (1) of a wholly owned instrumen-
tality of the United States or (2) of an instrumentality of the United
States (i) which has a general tax exemption (i. e., an exemption which
does not specifically refer to the tax imposed by section 1410 of the
code), in effect at the time the service is performed and (ii) which
was, on December 31, 1950, exempt from the tax imposed by section
1410. The exception from employment under subparagraph (C)
does not apply to (i) service performed in the employ of a national
farm-loan association, a production-credit association, a State, county,
or community committee under the Production and M[arketing Ad-
ministration, a. Federal credit union, the Bonneville Power Adminis-
trator, or the United States Maritime Commission, or (ii) service
performed in the employ of the Tennessee Valley Authority unless
such service is covered by a retirement system established by such
authority, or (iii) service performed by a civilian employee, not
compensated from funds appropriated by the Congress, in the Army
and Air Force Exchange Service, Army and Air Force Motion
Picture Service, Navy Ship's Service Stores, Marine Corps Post
Exchanges, or other activities, conducted by an instrumentality of
the United States subject to the jurisdiction of the Secretary of
Defense, at installations of the National Military Establishment for
the comfort, pleasure, contentment, and mental and physical improve-
ment of personnel of such establishment.
Subparagraph (D) contains 12 special classes of excepted services

performed in the employ of the United States or of any instrumentality
of the United States, which are in addition to the general exceptions
contained in subparagraphs (A), (B), and (C). These special classes
of excepted services are as follows:

(i) Service performed as the President or Vice President of the
United States or as a Member of the Congress of the United States, a
Delegate to the Congress, or a Resident Commissioner;
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(ii) Service performed in the legislative branch of the United States
Government (service in the judicial branch of the U. S. Government is
excluded from employment under par. (7) (A) by reason of the fact
that all service performed in such branch is covered by a retirement
system established by congressional enactment);

(iii) Service performed in the field service of the Post Office Depart-
ment unless performed by any individual as an employee who is ex-
cluded by Executive order from the operation of the Civil Service
Retirement Act of May 29, 1930, because he is serving under a tempo-
rary appointment pending final determination of eligibility for perma-
nent or indefinite appointment;

(iv) Service performed in or under the Bureau of the Census of the
Department of Commerce by temporary employees employed for the
actual taking of any census (exclusive of clerical or other employees
employed for work other than in the actual taking of the censuss;

(v) Service performed by any individual as an employee who is
excluded by Executive order from the operation of the Civil Service
Retirement Act of May 29, 1930, because of payment on a contract or
fee basis;

(vi) Service performed by an individual as an employee for nominal
compensation of $12 or less per annum;

(vii) Service performed in a hospital, home, or other institution of
the United States by a patient or inmate thereof;

(viii) Service performed by any individual as a consular agent ap-
pointed under the authority of section 551 of the Foreign Service Act
of 1946;

(ix) Service performed by student nurses, medical or dental interns,
residents-in-training, student dietitians, student physical therapists,
or student occupational therapists, assigned or attached to a hospital,
clinic, or medical or dental laboratory operated by any department,
agency, or instrumentality of the Federal Government, or by certain
other student employees described in section 2 of the act of August 4,
1947;

(x) Service performed by any individual as an employee serving on
a temporary basis in case of fire, storm, earthquake, flood, or other
emergency;

(xi) Service performed by any individual as an employee who is
employed under a Federal relief program to relieve him from unem-
ployment; or

(xii) Service performed as a member of a State, county, or com-
munity committee under the Production and Marketing Administra-
tion or of any other board, council, committee, or other similar body,
unless such board, council, committee, or other body is composed
exclusively of individiuals otherwise in the full-time employ of the
United States.
Under the amendment service performed in the employ of the

United States which is not covered by a retirement system established
either by a law of the United States or by the agency for which the
service is performed constitutes employment, unless such service is
expected from employment b)y one of the 12 special classes of excepted
services or by some provision of section 1426 of the code other than
paragraph (7). Service performed in the employ of a wholly owned(
instrumentality of the United States constitutes eml)loymient under
the amendment, if the service is specifically mentioned in subpara-
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graph (C) as one of the classes of services to which the basic provisions
of such subparagraph shall not be applicable, unless the service (1) is
covered by a retirement system established by a law of the United
States (subpar. (B)), or (2) is excepted from employment by one of
the 12 special classes of excepted services (subpar. (D)), or (3) is
excepted from employment by some provision of section 1426 other
than paragraph (7). Service performed in the employ of an instru-
mentality which has a blanket tax exemption and which had such an
exemption on December 31, 1950, is covered under the same condi-
tions as those applying to service performed in the employ of a
wholly owned instrumentality. Service performed in the eniploy
of any other instrumentality of the United States constitutes employ-
ment, unless the service (1) is covered by a retirement system estab-
lished by a law of the United States (subpar. (B)), or (2) is excepted
from employment by one of the 12 special classes of excepted services
(subpar. (D)), or (3) is excepted from employment by some provision
of section 1426 other than paragraph (7). Determinations as to
whether services are covered by a retirement system of the requisite
character are to be made as of the time the services are performed.

Service performed by most civilian and all military personnel of the
United States will be excepted from employment under the amendment
since such service is covered by a retirement system established by
a law of the United States. On the other hand, the amendment has
the effect of extending coverage to certain Federal employees, such
as temporary employees of the United States who are excluded from
coverage under the Federal civil-service retirement system pending
permanent or indefinite appointment, and certain other short-duration
employees likewise excluded from coverage under the Federal civil-
service retirement system. Service (which otherwise constitutes
employment) performed by certain civilian employees in the employ
of some instrumentalities of the United States, such as national
farm-loan associations, production-credit associations, Federal credit
unions, and certain military post exchanges and similar organizations,
will be covered employment under the amendments made by-the bill.

Paragraph (8), as amended by your committee, continues without
chliange the existing exception from employment of service performed
for State governments, their political subdivisions, and certain of their
instrumentalities. Your committee has restored that portion of the
existing section 1426 (b) (7) of the code which was omitted from the
House bill, relating to the exception from employment of service
performed in the employ of an instrumentality of one or more States
or political subdivisions to the extent that the instrumentality is with
respect to such service, immune under the Constitution of the United
States from the employers' tax imposed by section 1410 of the code.
Your committee has eliminated that provision of the House bill which
would have extended coverage on a compulsory basis to certain
employees of publicly owned transit systems.
Paragraph (9), as amended by your committee, takes the place of

the existing exception from employment (in sec. 1426 (b) (8) of the
code) of service performed for certain religious, charitable, scientific,
literary, educational, or humane organizations. Subparagraph (A)
of paragraph (9), which is the same as paragraph (9) under the House
bill, excepts from employment service performed by a duly ordained,
commissioned, or licensed minister of a church in the exercise of his
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ministry or by a member of a religious order in the exercise of the
duties required by such order. The exception contained in subpara-
graph (A) applies to the performance of services which are ordinarily
the duties of such ministers or members of religious orders. The
duties of ministers include the ministration of sacerdotal functions
and the conduct of religious worship, and the control, conduct, and
maintenance of religious organizations (including the religious boards,
societies, and other integral agencies of such organizations), under the
authority of a religious body constituting a church or church denom-
ination.

Subparagraph (B), which was added by your committee to the
House bill, excepts from employment (1) service performed in the
employ of a corporation, fund, or foundation, which is exempt from
income tax under section 101 (6) of the code and which is organized
and operated primarily for religious purposes; and (2) service per-
formed in the employ of a corporation, fund, or foundation, which is
exempt from income tax under section 101 (6) of the code and which
is owned and operated by one or more of the corporations, funds, or
foundations referred to in clause (1) of this sentence. This exception
from employment, however, is not applicable to service in the employ
of any organization described in either clause (1) or (2) of the preceding
sentence which is performed on or after the first day of the calendar
quarter following the calendar quarter in which such organization
files with the Commissioner of Internal Revenue a statement that it
desires to have the insurance system established by title II of the
Social Security Act extended to service performed by its employees.
The statement provided for under subparagraph (B) must be filed
by each organization which desires coverage for its employees and
must apply to all its employees other than those to which subpara-
graph (A) is applicable. Subparagraph (B) further provides that
such statement may be filed on, before, or after January 1, 1951;
however, because the effective date of section 204- (in which this sub-
paragraph is included) is January 1, 1951, the election will not be
effective with respect to services performed prior to January 1, 1951.
Service with respect to which an election is in effect constitutes
employment, unless excepted from employment under some provision
of section 1426 of the code other than paragraph (9) (B); and the
employers' and employees' taxes under the Federal Insurance Contri-
butions Act apply with respect to remuneration for such service in
the same manner as with respect to remuneration for employment for
any other employer. The liability with regard to the employers' tax
and the employees' tax of an organization which has filed an election
of coverage is in all respects the same as the liability of any other
employer with regard to such taxes and is collectible and enforceable
in the same manner as the liability of any other employer. The
statement electing coverage is to be filed in such form and manner,
and with such officials of the Bureau of Internal Revenue, as may be,
prescribed by regulations made pursuant to the Internal Revenue
Code. The election once duly made is irrevocable.
The effect of the new paragraph (9) will be (1) to extend coverage

on a compulsory basis to service which is excepted under present law
by the provisions of section 1426 (b) (8) of the code, other than
service performed in the employ of the organizations described in
subparagraph (B) of the new paragraph (9) or service otherwise
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excluded under section 1426; and (2) to extend coverage on an
elective basis to service performed in the employ of the organizations
described in subparagraph (B) of the new paragraph (9), except
as to service by ministers and members of religious orders referred
to in subparagraph (A) of the new paragraph (9) or service otherwise
excepted under section 1426.
Paragraph (9) under the committee bill differs from and is in

substitution for section 202 of the House bill and eliminates the
necessity for section 109 (c) (in part) of the House bill.
Paragraph (10), which is the same as under the House bill, continues

without change the existing exclusion of service performed by an em-
ployee or employee representative covered by the railroad retirement
system.

Paragraph (11) revises certain exclusions contained in paragraph
(10) of existing law, and omits others. Subparagraph (A) of paragraph
(11) excludes service performed in any calendar quarter in the employ
of any organization exempt from income tax under section 101 of the
code, if the remuneration for such service is less than $50 ($45 or
less under existing law, and less than $100 under the House bill).
The dollar test under subparagraph (A) is the amount earned in a
calendar quarter and not the amount paid in a calendar quarter.
Subparagraph (B) excludes service performed in the employ of a
school, college, 'or university, whether or not exempt from income tax
under section 101, if such service is performed by a student who is
enrolled and is regularly attending classes at such school, college,
or university.

Paragraphs (12) and (13), which are the same as under the House
bill, continue without change the present exclusion of service performed
in the employ of a foreign government or of a wholly owned instru-
mentality of a foreign government under certain prescribed conditions.

Paragraph (14), which is the same as under the House bill, continues
without change the exclusion of service performed by certain student
nurses and interns.
Paragraph (15), which is the same as under the House bill, con-

tinues without change the present exclusion of certain fishing services.
Paragraph (16), which is the same as under the House bill, continues

without change the present exclusion of services performed in the
delivery and distribution of newspapers, shopping news, and maga-
zines under certain prescribed conditions.
Paragraph (17); which is the same as under the House bill, continues

without change the present exclusion of service performed for an
international organization.
Your committee has eliminated paragraph (18), contained in the

House bill, which would have excepted from employment service per-
formed by a particular type of salesman. The exception is no longer
necessary in view of the action of your committee in eliminating para-
graph (4) of the definition of.the term "employee" contained in sec-
tion 1426 (d) of the code, as amended by section 206 (a) of the'House
bill.

Subsection (b) of section 204 of the bill, effective January 1, 1951,
amends subsection (e) of section 1426 of the code, which defines the
term "State." Except for a change in the effective date from January
1, 1950, to January 1, 1951, and a change in references to a section
which has been renumbered by your committee, this subsection is the
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same as in the House bill. The new subsection (e) contains three
separate numbered paragraphs. The new paragraph (1) defines the
term "State." Under the existing law the term "State" includes
Alaska, Hawaii, and the District of Columbia. The amendment also
includes within such term the Virgin Islands and, on and after the
effective date specified in section 3810 of the code (i. e., the date on
which the provisions of title II of the Social Security Act are extended
to Puerto Rico), Puerto Rico. The new paragraph (2) provides that
the term "United States" when used in a geographical sense includes
the Virgin Islands and, on and after the effective date specified in
section 3810, Puerto Rico. The new paragraph (3), relating to the
term "citizen of the United States," provides that an individual who
is a citizen of Puerto Rico (but not otherwise a citizen of the United
States) and who is not a resident of the United States shall not be
considered, for the purposes of section 1426 of the code, as a citizen
of the United States prior to the effective date specified in section
3810. Paragraph (3) is designed to exclude from employment (prior
to the effective date specified in sec. 3810) services performed by such
a citizen of Puerto Rico who works in Puerto Rico (or elsewhere out-
side the United States) as an employee for an American employer
(as defined in sec. 1426 (i)).
Subsection (c) of section 204 of the bill, which is the same as section

205 (c) of the House bill, amends subsection (g) of section 1426 of
the code, which defines the term "American vessel," by making a

change in the heading of such subsection and by adding a definition
of the term "American aircraft." The term "American aircraft" is
defined, for purposes of the Federal Insurance Contributions Act, to
mean an aircraft registered under the laws of the United States.
Subsection (g) of this section of the bill provides that the amendment
made by subsection (c) shall be applicable only with respect to serv-
ices performed after December 31, 1950 (December 31, 1949, under
the House bill).

Subsection (d) of section 204 of the bill amends subsection (h) of
section 1426 of the code, which defines the term "agricultural labor"
for purposes of the Federal Insurance Contributions Act. Section
204 (d) is the same as section 205 (d) of the House bill, except for a
change in paragraph (3) of, and the addition of'paragraph (5) to,
section 1426 (h) and for a minor technical change. Section 1426 (h)
of existing law contains four numbered paragraphs. The new sub-
section (h) contains five numbered paragraphs. Paragraph (1) of
existing law relates to service performed on a farm, in the employ of
any person, in connection with cultivating the soil or in connection
with raising or harvesting any agricultural or horticultural commodity,
including the raising, shearing, feeding, caring for, training, and man-
agement of livestock, bees, poultry, and fur-bearing animals and
wildlife. Paragraph (2) of existing law relates to service performed
in the employ of the owner, tenant, or other operator of a farm in
connection with the operation, management, conservation, improve-
ment, or maintenance of such farm and its tools and equipment, or
in salvaging timber or clearing land of brush and other debris left by
a hurricane, if the major portion of the service is performed on a
farm. The new paragraphs (1) and (2) continue without change
the provisions of paragraphs (1) and (2) of existing law.
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Paragraph (3) of existing law includes as agricultural labor the
following services even though not performed on a farm: Services
performed in connection with the production or harvesting of maple
sirup or maple sugar or any commodity defined as an agricultural
commodity in section 15 (g) of the Agricultural NMarketing Act, as'
amended, or in connection with the raising or harvesting of mush-
rooms, or in connection with the hatching of poultry, or in connection
with the ginning of cotton, or in connection with the operation or
maintenance of ditches, canals, reservoirs, or waterways used exclu-
sively for supplying and storing water for farming purposes. The
new paragraph (3), as amended by your committee, includes as
agricultural labor only services performed in connection with the
production or harvesting of any commodity defined as an agricultural
commodity in section 15 (g) of the Agricultural Marketing Act, as
amended, or in connection with the ginning of cotton, or in connection
with the operation or maintenance of ditches, canals, reservoirs, or
waterways, not owned or operated for profit, used exclusively for
supplying and storing water, for farming purposes. Your committee
has added to the House bill the provision with respect to the operation
of ditches, canals, reservoirs, or waterways. The effect of the
amended paragraph (3) is to exclude from the definition of agricultural
labor services performed in connection with the production or harvest-
ing or maple sap, or in connection with the raising or harvesting of
mushrooms, or in connection with the hatching of poultry, unless such
services are performed on a farm (as defined in sec. 1426 (h)). Thus,
services performed in connection with the operation of a hatchery, if
not operated as part of a poultry or other farm, will be covered
employment. Under the amendment services performed in the proc-
essing (as distinguished from tlihe gathering) of maple sap into
maple sirup or maple sugar do not constitute agricultural labor, even
though such services are performed on a farm. Services performed in
connection with the operation or maintenance of ditches, canals,
reservoirs, or waterways, not owned or operated for profit, used
exclusively for supplying and storing water for farming purposes, con-
situte agricultural labor under the amendment made by your com-
mittee. Services referred to in the preceding sentence would not
have constituted agricultural labor under the House amendment,
unless tlhe major part of such services were performed on a farm and
such services were performed in the employ of the owner, tenant, or
other operator of a farm, in connection with the operation, conserva-
tion, improvement, or maintenance of such farm.
Paragraph (4) of existing law includes as agricultural labor service

performed in the handling, planting, drying, packing, packaging,
processing, freezing, grading, storing, or delivering to storage or to
market or to a carrier for transportation to market, any agricultural
or horticultural commodity, provided such service is performed as an
incident to ordinary farming operations or, in the case of fruits or
vegetables, as an incident to tlhe preparation of such fruits and vege-
tables for market. Subparagraphs (A) and (B) of the new paragraph
(4) are a complete revision of the afore-mentioned provisions of para-
graph (4) of existing law. Under such subparagraph (A) the term
"agricultural labor" includes service performed in the employ of the
owner-operator, tenant-operator, or other operator of a farm in
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handling, planting, drying, packing, packaging, processing, freezing,
grading, storing, or delivering to storage or to market or to a carrier
for transportation to market, any agricultural or horticultural com-
modity in its unmanufactured state, provided such operator produced
more than one-half of the commodity with respect to which such
service is performed during the pay period. Under such subpara-
graph (B) the term "agricultural labor" includes service of the charac-
ter described in the preceding sentence performed in the employ of a
group of operators of farms (other than a cooperative organization),
provided such operators produced all of the commodity with respect
to which such service is performed during the pay period. The tests
"as an incident to ordinary farming operations" and "as an incident
to the preparation of fruits or vegetables for market" have been strick-
en by the amendment and in lieu thereof three tests have been sub-
stituted, namely, the status of the person for whom the service is
performed, the state of the commodity with respect to which the
service is performed, and the extent to which such commodity was
produced by the operator or group of operators in whose employ the
service is performed.
Under existing law service of the prescribed character performed

with respect to fruits or vegetables in the employ of any person con-
stitutes agricultural labor, provided such service is performed "as an
incident to the preparation of such fruits or vegetables for market";
and such service with respect to all other agricultural or horticultural
commodities constitutes agricultural labor, if the service is performed
"as an incident to ordinary farming operations." Under the amend-
ment service of the character prescribed therein is included as agricul-
tural labor only if performed in the employ of the operator of a farm
or a group of operators of farms (other than a cooperative organiza-
tion). The term "operator of a farm" as used in paragraph (4) means
an owner, tenant, or other person, in possession of a farm and engaged
in the operation of such farm. Service of the prescribed character
performed in the employ of a cooperative organization does not con-
stitute agricultural labor. The term "organization" as used in sub-
paragraph (B) includes corporations, joint-stock companies, and asso-
ciations which are treated as corporations under the Internal Revenue
Code. For the purposes of such subparagraph, any unincorporated
group of operators shall be deemed a cooperative organization if the
number of operators comprising such group is more than 20 at any
time during the calendar quarter in which the service involved is
performed.
Under the amendment service of the prescribed character with

respect to an agricultural or horticultural commodity constitutes
agricultural labor only if the service is performed with respect to such
commodity in its unmanufactured state. The effect of this provision
is to exclude from the definition of agricultural labor under paragraph
(4) any service of the prescribed character performed with respect to
a commodity the character of which has been changed from its raw
or natural state by a processing operation. For example, the slicing
and sun drying or dehydration of apples are not processing operations
which change the character of the apples, but the grinding of dried
apples or the pressing of raw apples into cider is a processing operation
which changes the character of the apples from their raw or natural
state. Where the service of the prescribed character is performed in
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the employ of the operator of a farm, such service does not constitute
agricultural labor under the amendment unless such operator pro-
duced more than one-half of the commodity with respect to which the
service is performed during the pay period. Where the service is
performed in the employ of a group of operators of farms (other than a

cooperative organization), such service does not constitute agricul-
tural labor under the amendment unless such operators produced all
of the commodity with respect to which the service is performed
(luring the pay period. The term "commodity" refers to a single
agricultural or horticultural product, that is, all apples are to be
treated as a single commodity, while apples and peaches are to be
treated as two separate commodities. The service with respect to
each such commodity is to be considered separately.

Subparagraph (C) provides in effect that service of the prescribed
character performed in connection with commercial canning or com-
mercial freezing or in connection with any agricultural or horticultural
commodity after its delivery to a terminal market for distribution
for consumption does not constitute agricultural labor under para-
graph (4). This provision is in all material respects the same as that
in existing law.

Paragraph (5), which has been added by your committee to section
1426 (h) of the code, includes as agricultural labor service not in the
course of the employer's trade or business or domestic service in a

private home of the employer, if such service is performed on a farm
operated for profit. The inclusion of these services as agricultural
labor eliminates the necessity for any separation of services performed
within the residence of the farm operator by his employees from those
services performed by such employees on any other part of the farm.
It also eliminates the necessity for any separation of services not in
the course of an employer's trade or business from those which are in
the course of his trade or business. Generally, a farm is not operated
for profit, if it is occupied primarily for residential purposes, or is
used primarily for the pleasure of the occupant or his family such as
for the entertainment of guests or as a lobby of the occupant or his
family.
The bill continues without change the definition of the term "farm,"

but extends the application of such definition to the entire section
1426 of the code, rather than limiting it to the definition of the term
"agricultural labor" as in existing law.

Subsection (g) of section 204 of the bill provides that the amend-
ments to section 1426 (h) made by subsection (d) of this section of
the bill shall be applicable only with respect to services performed after
December 31, 1950 (December 31, 1949, tinder the [Iouse bill),
The amendment of the definition of "agricultural labor" for the

purposes of the Federal Insurance Contributions Act will automatically
be applicable for the purposes of income-tax withholding on wages
(for services performed after 1950), since section 1621 (a) (2) of the
code (defining "wages" for income-tax withholding) provides that the
term "wages" shall not include remuneration paid for "agricultural
labor" as defined in section 1426 (h).

Subsection (e) of section 204 of the bill, which is the same as section
205 (e) of the House bill, amends section 1426 of the code by striking
out subsections (i) and (j), relating respectively to certain services
performed for the War Shipping Administration or the United States
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Maritime Commission and to certain services performed for the
Bonneville Power Administrator (these provisions arc superseded by
the new sections 1420 (e) and 1426 (b) of the code), and by inserting
in lieu thereof a new subsection (i). The new subsection (i) defines the
term "American employer," for purposes of the Federal Insurance
Contributions Act, to mean an employer which is (1) the United States
or any instrumentality thereof, (2) an individual who is a resident of
the United States, (3) a partnership, if two-thirds or more of the part-
ners are residents of the United States, (4) a trust, all the trustees of
which are residents of the United States, or (5) a corporation organized
under the laws of the United States or of any State. Subsection (g)
of this section of the bill provides that the amendment made by sub-
section (e) shall be applicable only with respect to services performed
after December 31, 1950 (December 31, 1949, under the House bill).

Subsection (f) of section 204 of the bill conforms section 1426 (c)
of the code, relating to the included-excluded rule for determining
employment, and section 1428 of the code, relating to estimates of
revenue reduction, to the change in the paragraph number of the
exclusion from employment of service performed by an individual
covered under the railroad retirement system. The amendment to
section 1428 was added by your committee. Subsection (g) of this
section of the bill provides that the amendments made by subsection
(f) shall be applicable only with respect to services performed after
December 31, 1950 (December 31, 1949, under the House bill).

DEFINITION OF "EMPLOYEE"

Section 205: This section corresponds to section 206 of the House
bill. Subsection (a) of this section amends subsection (d) of section
1426 of the Internal Revenue Code, which defines the term "employee"
for thel purposes of the Federal Insurance Contributions Act.
Paragraphs (1), (2), and (3), of the definition provide separate and

independent tests for determining vrwho arc employees. If an indi-
vidual is an employee under any one of the paragraphs, lie is to be
considered an employee whether or not hce is an employee under any
of tlhe other paragraphs.
Paragraph (1) of the definition continues without change the present

provision that any officer of a corporation is an employee. --

Under paragraph (2) of the definition the usual common-law rules
applicable in determining the employer-employee relationship are to
be used to determine whether an individual is an employee. Your
committee has eliminated the second sentence of paragraph (2) of
the definition of the term "employee" in the House bill which was
designed to modify the effect of the United States Supreme Court's
holding in Bartels v. Birmingham (1947) (332 U. S. 126).
Your committee believes that the usual common-law rules for

determining the employer-employee relationship fall short of covering
certain individuals who should be taxed at the employee rate under
the old-age and survivors insurance program. The statutory pro-
visions set forth in paragraph (3) are designed to extend the definition
to include those individuals who, although not employees under the
usual common-law rules, occupy substantially the same status as
those who are employees under such rules.
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Paragraph (3) of the definition covers individuals in the following
occupational groups who perform services for remuneration under
certain prescribed circumstances:

(A) as an agent-driver or commission-driver engaged in distributing
meat products, bakery products, or laundry or dry-cleaning services;
or

(B) as a full-time life-insurance salesman.
The application of this paragraph of the definition requires the

identifying of the individual as one who performs service in one of the
designated occupational groups. If the services are not performed in
one of the designated occupational groups, paragraph (3) is inappli-
cable with respect to such services. The language used in the bill to
designate the respective occupational groups relates to fields of en-
deavor in which particular designations are not necessarily in universal
use with respect to the same service. The designations are addressed
to the actual services without regard to any technical or colloquial
labels which may be attached to such services. The purpose in listing
these categories is not to define but to identify each occupational
group. Thus, a determination whether services fall within one of the
categories depends upon the facts of the particular situation.
The factual situations set out below are illustrative of some of the

individuals falling within each of the occupational groups enumerated
in paragraph (3) of the definition. The mere fact that an individual
falls within an enumerated occupational group, however, does not in
itself make such individual an employee under this paragraph, unless
the contract of service contemplates that substantially all of the services
are to be performed personally by such individual, there is no sub-
stantial investment in facilities used in connection with the perform-
ance of such services (other than the investment in facilities for trans-
portation), and the service is not in the nature of a single transaction.
The illustrative factual situations are as follows:
(A) Agent-driver or commission-driver engaged in distributing meat

products, bakery products, or laundry or dry-cleaning services.-This
category includes an individual who operates his own truck or the
truck of the company for which lie performs services, serves customers
designated by the company as well as those solicited on his own, and
whose compensation is a commission on his sales or the difference
between the price he charges his customers and the price he pays to
the company for the product or service.

(B) Full-time life-insurance salesman.-Any individual who is not
an employee under the usual common-law rules and whose entire or
rincil)pal business activity is devoted to the solicitation of life insurance

and annuity contracts l)rimarily5for one life-insurance company is
d(le(ined to be an employee of such company or of its general agent
ItndeCr paragraph (3) of the definitiono. Such a salesman ordinarily
uses the office space provided by the company or its general agent, and
stenograIph)ic assistance, telephone facilities, and forms, rate books,
ta(l advertising materials are usually made available to him without
cost. H-e occupies a general status in many ways comparable to that
of common-law employees. An individual who is engaged in the
general insurance })usiiiess under a contract or contracts of service
which do not contemplate that the individual's principal business
activity will be the solicitation of life insurance and annuity contracts
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for one company, or any individual who devotes only part time to the
solicitation of life insurance or annuity contracts and is principally
engaged in other endeavors, is not an employee within paragraph (3)
of the definition.

In order for an individual to be an employee under paragraph (3),
the individual must perform services for remuneration in an occupation
falling within one of the enumerated groups, and the contract of service
must contemplate that substantially all the services to which the
contract relates in the particular designated occupation are to be
performed personally by such individual. However, even though this
condition is met, the individual is not an employee within the meaning
of paragraph (3), if (1) such individual has a substantial investment
in facilities used in connection with the performance of such services
(other than the investment in facilities for transportation), or (2) the
particular services are in the nature of a single transaction not part
of a continuing relationship with the person for whom the services
are performed.
For the purposes of paragraph (3) of the definition, the terni

"contract of service" means an arrangement, formal or informal,
under which the particular- services are performed. The requirement
that the contract of service shall contemplate that substantially all
of the services are to be performed personally means that it is not
contemplated that any material part of the services to which the con-
tract relates will be delegated to any other person by the individual
who undertakesto perform such services.

In order for an individual to be an employee under paragraph (3)
of the definition, he must not have a substantial investment in facilities
used in connection with the performance of such services (other than
the investment in facilities for transportation). The facilities here
pertinent include equipment and premises available for the work or
enterprise as distinguished from education, training, and experience,
but (ldo not inclllle such tools, instruments, equipment, or clothing ns
are commonly or frequently provided by employees. An investment
in -an automobile by an individual which is used primarily for his own
transportation in connection with performance of services for another
person lihas no significance under this paragraph since such investment
is comparable to outlays for transportation by an individual per-
forming similar services who does not own an automobile. More-
over, under paragraph (3), the investment in facilities for the trans-
portation of the goods or commodities to which the services relate is
to be excluded in determining the investment in a particular case.

If an individual has a substantial investment in facilities of the
requisite character, he is not an employee within the meaning of
paragraph (3) of the (definition, since a substantial investment of the
requisite character standing alone is sufficient to exclude the individual
from the employee concept under such paragraph.

If the services are not performed as part of a continuing relationship
with the person for whom the services are performed, but are in the
nature of a single transaction, the individual performing such services
is not an employee within the meaning of paragraph (3) of the
definition.
The House bill listed six other occupational groups but did not

list a separate category of agent-driver or commission-driver. Your
committee has limited the application of paragraph (3) to the two
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groups listed. These groups have been designated to assure the ap-
plication of the employee tax rate to individuals who work in these
occupations, with the limitations discussed above.
Your committee has eliminated the statutory concept set forth in

paragraph (4) of the definition of the term "employee" in the House
bill.
Subsection (b) of section 205 of the committee bill provides that

the amendment made by subsection (a) shall be applicable only with
respect to services performed after December 31, 1950 (instead of
after December 31, 1949, as provided in the House bill).
COMBINED WITHHOLDING OF INCOME AND EMIPLOYEE SOCIAL SECURITY

TAXES

Section 206: This section, for which there is no corresponding pro-
vision in the House bill, amend(s subchapter E of chapter 9 of the code
by adding at the end thereof five new sections, namely, sections 1633
to 1637, both inclusive.
Section 1633 provides under certain conditions for the combined

withholding of the income tax at source on wages under subchapter
D of chapter 9 of the code and of the employees' tax under the Federal
Insurance Contributions Act. Section 1633 imposes a tax on wages
as defined therein which is in lieu of the two afore-mentioned taxes
with respect to such wages. Under existing law an employer who
makes a payment of wages to an employee is generally required to
make separate determinations of the income tax required to be with-
lleld under subchapter D of chapter 9 of the code and of the employee
tax under the Federal Insurance Contributions Act. An employer
who makes a payment of wages as defined in section 1633 to an em-
ployee is required to make only one determination with respect to the
aggregate amount to be withheld. Section 1633 also contains a
formulalfor apportioning annually the tax required to be deducted and
withheld under such section so as to show the portion of such tax
applicable to the income tax, which is considered for all purposes as
imposed by subchapter D of chapter 9 of the code, and the portion
applicable to the employee social-security tax, which is considered for
all purposes as imposed by the Federal Insurance Contributions Act.

Subsection (a) of section 1633 defines, for the purposes of such
section, the term "wages." The term "wages" means a payment of
remuneration of a prescribed character made (1) by a person who is
the employer within the meaning both of the Federal Insurance Con-
tributions Act and of subchapter D of chapter 9 of the code or (2)
by a person who is authorized under section 1632 of the code to deduct
and withhold the tax imposed by section 1633 with respect to such
payment. Section 1632 relates to the authorization by the Commis-
sioner of Internal Revenue of an agent of an employer to perform
certain acts required of employers under chapter 9 of the code, relating
to the employment taxes. For the purpose of combined withholding,
it is essential that the employer or the agent be the same for both
taxes. A payment of remuneration constitutes wages within the
meaning of section 1633 only if such payment consists exclusively of
remuneration which constitutes wages both (1) as defined in section
1621 (a) of the code, which defines wages for the purposes of income
tax withholding, and (2) as defined in section 1426 (a) of the code,
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which defines wages.for purposes of the employee social-security tax,
determined, however, without regard to paragraphs (1), (2) (B), (C),
and (D), and (4) of such section 1426 (a). Paragraph (1) of section
1426 (a) relates to the $3,000 limitation on wages; and paragraph (2)
(B), (C), and (D) and paragraph (4) of such section relate to the
exclusion from wages of certain payments on account of sickness.,
accident, disability, medical and hospitalization expenses in connec-
tion with sickness or accident disability, and death.
The effect of the definition of wages for the purpose of combined

withholding is to make such withholding applicable only if under both
subchapter A and subchapter D of chapter 9-

(1) the same person is the employer (or his authorized agent) for
purposes of both subchapters; and

(2) the same individual is the employee within the meaning of
both subehapters; and

(3) the remuneration is for services which constitute employment
within the meaning of subchapter A; and

(4) the remuneration is wages within the meaning of both sub-
chapters or would be wages within the meaning of both subchapters
but for the $3,000 limitation of section 1426 (a) (1) and the exclusion
of sickness, disability, medical and hospitalization, and death pay-
ments referred to in section 1426 (a) (2) (B), (C), and (D) and section
1426 (a) (4).
Combined .withholding will apply to all wages which are subject

both to income tax withholding and to withholding of social-security
tax. As indicated in (4) above, combined withholding will also
apply to wages subject to income tax withholding which arc not sub-
ject to employee social-security tax withholding solely because of
section 1426 (a) (1), (2) (B), (C), and (D), and (4). Combined with-
holding will apply to the latter class of wages so as to relieve employers
from the duty of making distinctions each payroll period as to the
payments described in those provisions of section 1426 (a). This
application of combined withholding will, in most cases, avoid the
use of two withholding tables (or percentages) by employers. Thus,
bIut for this provision, one table would be used for the withholding of
'combined tax with respect to employees whose accumulated wages for
the year do not exceed $3,000, and another table for the withholding
of income tax with respect to employees whose accumulated wages
exceed $3,000. Similarly, two tables would, but for these provisions,
be required with respect to payments described in section 1426 (a)
(2) (B), (C), and (D) and (4). By disregarding the $3,000 limitation
for withholding purposes only, employers will be able to determine
the amount of tax to be withhlield with respect to a given wage payment
without reference to accumulated wages for the year. This provision
does not change the exemption of such payments from social-security
tax, but the combined tax in the case of payments exempt from social-
security tax is considered under the apportionment formula discussed
below as only income tax withlield.

Section 1633 (b) imposes a tax on wages (as defined in sec. 1633 (a))
paid after December 31, 1950, which tax the employer must deduct
and withhold. The tax'is-qual to the sum of the following:

(1) One and one-half percent of the wages (as noted below, this
rate will change whenever the rate prescribed by section 1400 (a)
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changes, and will in all cases be the same as the rate prescribed by that
section), and

(2) Fifteen percent of the wages in excess of an amount equal to one
withholding exemption as determined under section 1622 (b) multiplied
by the number of withholding exemptions claimed, as defined in
section 1621 (e) (this provision corresponds to that fixing the rate of
tax for income tax withholding under section 1622 (a)).
Section 1633 (c) grants the employer an election to determine the

tax by reference to a wage-bracket withholding table prescribed
under section 1634, instead of using the rates specified in section
1633 (b).
Section 1633 (d) provides the rule for the apportionment of the

combined tax inposed by this section. Combined withholding has
been adopted for the convenience of employers and to facilitate .the
administration and collection of payroll taxes. Under combined with-
holding, the identity and the purposes of the two payroll taxes are
preserved. Thus, the tax imposed by section 1633 is apportioned
under section 1633 (d), and that apportionment determines tile amount
of tax imposed by section 1622 (a) (2) and the amount of tax imposed
by section 1400 (b). Ordinarily, this apportionment of the tax
imposed by section 1633 (as distinguished from the apportionment of
the amount actually deducted and withheld as tax under that section)
will have to be made only for the purpose of the provisions of section
1635. Similarly, the amount deducted and withheld as tax under
section 1633 is apportioned and that apportionment determines the
amount which is considered as the amount deducted and withheld as
tax under section 1622 (a) of subchapter D of chapter 9 of the code
(relating to income tax withholding) and the amount which is con-
sidered as the amount deducted and withheld as tax under section 1400
of subchapter A of chapter 9 of the code (relating to employee social
security tax under the Federal Insurance Contributions Act). Ordi-
narily, this apportionment will only have to be made at the time the
receipt required by section 1636 is furnished the employee.
Under the apportionment formula of section 1633 (d) (1), there is

first determined the amount equal to 1 percent of that portion of
the wages which also constitutes wages as defined in section 1426 (a).
The amount by which the combined tax exceeds the amount so deter-
mined is considered tax imposed by section 1622 (a) (2). The balance
of the combined tax is considered tax imposed by section 1400 (b).
For example, assume that a combined tax of $493.20 is imposed with
respect to $3,600 of wages paid during 1951. By reason of the limi-
tation of section 1426 (a) (1), only $3,000 of such wages constitute
wages as defined in section 1426 (a). The amount of 1 percent of
$3,000 is $45. The excess of $493.20 over $45, or $448.20, is con-
sidered income tax required to be withheld under section 1622 (a) (2).
The balance of the combined tax ($493.20 minus $448.20) or $45, is
considered employee social-security tax imposed under section 1400 (b).
Another example is the case of a combined tax of $8.75 imposed with
respect to $600 of wages paid during 1951. The amount of 1i percent
of $600 is $9. Since the combined tax does not exceed $9, no part of
the combined tax is considered income tax required to be withheld
under section 1622 (a) (2). The balance of the combined tax ($8.75
minus $0), that is, all of the $8.75, is considered employee social-

149



SOCIAL SECURITY ACT AMENDMENTS OF 1950

security tax imposed under section 1400 (b). Although this amount
is less than 1 2 percent of the total wages, no additional employee
social-security tax is imposed thereon, since the tax under section
1400 (a) does not apply to wages taxable under section 1400 (b) and
section 1633.

Section 1633 (d) (2) provides that amounts actually deducted and
withheld as tax under section 1633 are to be apportioned in the same
manner as that provided in section 1633 (d) (1), but on the basis of the
facts and circumstance's known at the close of the period during which
such amounts were deducted and withheld. Thus, if in the examples
set forth above, the amounts imposed as tax under section 1633 had
been actually deducted and withheld, the amounts determined by the
apportionment set forth in those examples as tax imposed by section
1622 (a) (2) would be considered amounts deducted and withheld as
tax under that section, and the amounts determined by the apportion-
ment set forth in those examples as tax imposed by section 1400 (b)
would be considered amounts deducted and withheld as tax under
section 1400 (b). The apportionment is made by the employer on the
basis of the facts and circumstances known at the close of the period
during which the amounts were deducted and withheld. For example,
assume that during the calendar year remuneration of $2,700 was paid
at the rate of $225 per month. A combined tax under section 1633
of $344.76 was deducted and withheld on the $2,700 paid. Under the
circumstances known at the close of the calendar year, only $2,400 of
the remuneration paid is considered wages as defined in section 1426
(a). The apportionment at the close of the year of the amount de-
ducted and withheld as tax under section 1633 is made on that basis.
Accordingly $36 (IX percent of $2,400) is considered as the amount
deducted and withheld as tax under section 1400 (b), and $308.76
($344.76 minus $36) is considered as the amount deducted and with-
held as tax under section 1622. If it is thereafter determined that the
wages as defined in section 1633 were only $1,600 and the wages as
defined in section 1426 (a) were only $1,400, no change is made in the
apportionment. In such a case, the amount of $36 deducted and
withheld as tax under subchapter A is greater than the tax of $21
imposed by that subchapter, and appropriate adjustments for such
overpayment shall be made under that subchapter. The amount of
$308.76 deducted and withheld as tax under subchapter D is allowable
as a credit against the employee's income tax liability under chapter 1
of the code.

Section 1633 (e) provides that if for any calendar year the applicable
rate under section 1400 (a) is not 1 % percent, then the rate prescribed
for such calendar year under section 1400 (a) shall be substituted for
the rate of 1% percent wherever that rate is specified in section 1633.
For example, for 1956 the rate under section 1400 (a) will be 2 percent.
In section 1633 (b) (imposing the combined tax) that rate of 2 percent
will be substituted for the rate of 1 2 percent now specified in that
section for the purpose of applying section 1633 (b) to wages paid
during the calendar year 1956. - Similarly, in applying section 1633
(d) to apportion the combined tax imposed on wages paid during 1956,
or to apportion the amount deducted and withheld as tax on such
wages, the rate of 2 percent will be used in place of the rate of 1S
percent specified in that section.
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Section 1633 (f) makes applicable to the combined tax under section
1633 all provisions of law, including penalties, applicable with respect
to the tax required to be deducted and withheld under section 1622.
Under this provision, all definitions in subchapter D, as well as all
rules and other provisions thereof, including all provisions applicable
to subchapter D by reason of references therein to other sections, sub-
chapters, and chapters of the code, will be applicable to the tax im-
p1osed by section 1633 (except to the extent inconsistent with section
1633).

Section 1634 provides for the wage bracket withholding tables re-
ferred to in section 1633 (c). These tables are to be identical with the
income tax wage bracket withholding tables under section 1622 (c),
except that the amount to be withheld will be increased by the amount
of the employee social security tax applied to the wages, and the
specified percentages of withholding are to be increased by the rate
of the employee social security tax. Although the Commissioner will
prescribe the tables, he has no discretion with respect to the amounts
shown therein, but must merely make the mathematical computa-
tions required by section 1634. In view of the varying employee social
security tax rates between 1951 and 1970, it is believed impractical
to include all the necessary tables in the bill.

Section 1635, relating to tax paid by recipient, is similar to section
1622 (d) of existing law.

Section 1636, relating to receipts for employees, is similar to section
1625 of existing law, relating to receipts for income tax withheld
(the Form W-2 furnished to employees). Section 1636 supersedes
sections 1625 and 1403 for 1951 and succeeding years, and provides
for one receipt which will give the employee full information (1) as
to his wages subject to employee social security tax, and the amount
deducted and withheld from him as such tax, and (2) as to his wages
subject to income tax withholding and the amount deducted and
withheld as such tax.

Section 1637, relating to penalties, corresponds to section 1626 (a)
and (b) of existing law. Section 1637 provides penalties applicable
in the case of a fraudulent statement and in the case of a failure to
file a statement required under section 1636 with respect to wages
paid after December 31, 1950.

Section 206 (a) of the bill, in conformity with the provisions dis-
cussed above, amends section. 1400 and section 1622 (a) so that each
such taxing section is divided into two parts, one imposing the tax
similar to that under existing law, the other imposing the tax (deter-
mined by apportionment under section 1633 (d)) which is levied,
assessed, and collected as part of the combined tax under section 1633.

Section 206 (e) (1) of the bill amends section 322 (a) of the code
to authorize the Commissioner under regulations to permit "special
refunds" to be taken by the taxpayer as a credit against his income
tax. Those "special refunds" so credited will be treated for all
purposes in the same manner as amounts withheld as tax under
subchapter D of chapter 9 of the code. "Special refunds" are refunds
of employee social security tax imposed on wages in excess of $3,000.
In the case of an employee receiving wages from more than one
employer during the calendar year, amounts may be deducted and
withheld as employee social security tax on more than $3,000 wages
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(for example, on7$4,500'if the employee'is paid $2,500 by one employer
.and $2,000 by another). Section 1401 (d) permits, under certain
conditions, refund of the amount of tax with respect to wages in
excess of $3,000. It is believed that since the taxpayer will attach
to his income tax return the receipts under section 1636, which
receipts will show that employee social security tax was paid on
more than $3,000 wages, and will show the amount of such tax paid in
excess of the tax on $3,000, it is appropriate to authorize the Com-
missioner to allow by regulations the employee to claim credit for
such excess through the same expeditious procedure as that provided
for the income tax withheld and shown on such receipts. These
provisions are only applicable with respect to "special refunds" of
employee social security tax on wages paid after December 31, 1950.
The "special refund" may not be claimed as a credit against the
tax for a taxable year beginning before January 1, 1951.
Except as noted above with respect to "special refunds" under

section 322 (a) of the code, all other provisions of section 206 of the
bill are applicable only with respect to wages paid after December
31, 1950.

PERIODS OF LIMITATION ON ASSESSMENTS AND R.EFUNDS
Section 207: Under existing law, the periods of limitations on the

taxes imposed by chapter 9 are prescribed in section 3312 of the Inter-
nal Revenue Code, relating to assessments and collections, and section
3313, relating to refunds and credits. In general, those sections l)pro-
vide a 4-year period of limitation on both assessments and refunds,
and a 5-year period for bringing a proceeding in court for collection
without assessment. On the other hand, the general rule of the income
tax is that assessment must be made and refund must l)e claimed in tIhe
3-year period after the return is filed, except that if no return is filed
refund must be claimed within 2 years after the tax is l)aid, and in any
event refund may be claimed within such 2-year period. IIn view of
the close connection between the income tax and the emplloymlent
taxes as a result of combined withholding and as a result of tilhe
relationship between the self-employment tax and tlhe tax under
the Federal Insurance Contributions Act, it appears preferable to
provide, with respect to those employment taxes, a general period of
limitations similar to that provided for the income tax. Accordingly,
section 207 inserts in chapter 9 special periods of limitation, which are

applicable to such of the taxes under the Fed(leral Insurance Contribu-
tions Act, the income-tax withholding provisions, and tie combilled
withholding provisions, as are collected anl(d aid under a return
system. These provisions are in lieu of the provisions of section 3312
and section 3313 with respect to those taxes. However, the l)rovisions
of section 3312 andl section 3313 will be applicable to any taxes im-
posed by subehapters A, D, and E of chal)ter 9 which the Commissioner
may require to be collected and paid, not by making and filing returns,
but by stamp or by other authorized mIetho(Is. Thle l)erio(ds of limita-
tion prescribed by sections 1638 and 1639 are measured from the (late
the return is filed, which (late is subject to the conclusive l)resumpnltion
described in the next sentence. Returns for any period in a calendar
year, such as quarterly returns, which are filed before March 15 of the
succeeding calendar year, are deeIned filed (and tax paid at thle time of
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filing such returns is deemed paid) on March 15 of such succeeding
calendar year, so that the period of limitations with respect to the tax
for any part of a calendar year will run uniformly from a date in the
succeeding year which corresponds to the filing (ate for income-tax
returns. This provision will not only bring conformity with the
income tax but will simplify the operation of the applicable statute of
limitations. For example, if quarterly returns are filed, and the tax
thereon paid, for the four quarters of 1951 on April 30, July 31, and
October 31 of 1951, and on January 31, 1952, the period of limitations
for assessment and for filing claim for refund for all of such taxes will,
in general, be the 3-year period beginning March 15, 1952.
Under section 3312 (b), the tax may be assessed at any time if a

timely return is not filed. Under section 1638, the filing of a late
return will start the running of the 3-year period of limitations.
However, there is no change in the provisions of existing law which
provides that the tax may be assessed at any time in the case of a
false or fraudulent return with intent to evade tax, and in the case of
a willful attempt in any manner to defeat or evade tax.
The periods of limitation prescribed by sections 1638 and 1639 will

be applicable only to taxes imposed with respect to remuneration
paid during calendar years after 1950. The taxes under chapter 9
imposed with respect to remuneration paid during any calendar year
before 1951 will continue to be subject to sections 3312 and 3313.

SELF-EMPLOYMENT INCOME

Section 208: This section corresponds to section 207 9f the House
bill. Under the House bill, the provisions imposing thq tax on self-
employment income were included in the Internal Revenue Code as
subchapter F of chapter 9, so that such tax was levied as one of the
employment taxes subject to the administrative provisions relating to
miscellaneous taxes. In view of the close connection between this
tax and the present income tax, your committee has amended the
House bill so that the provisions imposing the self-employment tax
will be included in the code as subchapter E of chapter 1, relating to
the income tax, and this tax will be levied, assessed, and collected as
part of the income tax imposed by chapter 1, except that it will not
be taken into account for purposes of the estimated tax. In most
instances, items which require adjustments in the self-employment
income for self-employment tax purposes will also require adjust-
menlts in the net income for income tax purposes. Therefore, in the
interests of simplicity for taxpayers and economy in administration,
it is believed preferable to have the tax on self-employment income
handled in all particulars as an integral part of the income tax. Thus,
except as otherwise expressly provided, the self-employment tax will
be included with the normal tax and surtax under chapter 1 in com-
puting any overpayment or deficiency in tax under such chapter and
in computing the interest and any additions to such overpayment,
deficiency, or tax. Since the self-employment tax is part of the in-
come tax, it will be subject to the jurisdiction of the Tax Court to the
same extent and in the same manner as the other taxes under chapter 1.
The proposed subchapter E of chapter 1 will have the same short

title as the proposed subchapter F of chapter 9 in the House bill,
that is, the "Self-Employment Contributions Act," and will, be. com-
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prised of sections 480 to 482, inclusive, in lieu of sections 1640 to
1647, inclusive, in the House bill.
Rate of tax

Section 480, corresponding to section 1640 inserted by the House
bill, imposes an income tax for each taxable year beginning after
December 31, 1950, upon the self-employment income of every
individual. (The term "self-employment income" is defined in
section 481, which section is discussed below.) This tax will begin
1 year later than the date specified in the House bill, and the dates
for the change in the rate of this tax differ from those in the House
bill so as to correspond to the changes made by your committee in
the rates specified in section 1400. The rates of the tax on such income
for the respective taxable years are as follows:
For taxable years- Percent

Beginning after Dec. 31, 1950, and before Jan. 1, 1956 ------------- 2)4
Beginning after Dec. 31, 1955, and before Jan. 1, 1960-------------- 3
Beginning after Dec. 31, 1959, and before Jan. 1, 1965-------------- 3%
Beginning after Dec. 31, 1964, and before Jan. 1, 1970-------------- 4%
Beginning after Dec. 31, 1969------------------- 4Y8

Definitions
Section 481, corresponding to section 1641 inserted by the House

bill, defines certain terms for the purposes of the Self-Employment
Contributions Act.
Definition of "net earnings from self-employment"

Subsection (a) of section 481 defines the term "net earnings from
self-employment" for purposes of the Self-Employment Contributions
Act. Such term is defined to mean-

(1) the gross income derived by an individual from any trade or
business carried on by such individual, less the deductions allowed
under chapter 1 which are attributable to such trade or business,
plus

(2) the distributive share of such individual (whether or not dis-
tributed) of the ordinary net income or loss from any trade or business
carried on by a partnership of which he is a member,
subject to the exclusion of certain trades and businesses provided in
section 481 (c) and to certain special rules set forth in paragraphs
(1) through (7) of section 481 (a) for computing such gross income
and deductions and such distributive share of partnership ordinary
net income or loss.
Your committee has changed the House bill so that reference

throughout section 481 is made to the partner's distributive share
of the "ordinary net income or loss" of the partnership rather than
to the "net income or loss" of the partnership. The former term is
defined in section 183 of the code, and use of that term avoids some
adjustments otherwise required under section 481 in computing such
amount (for example, adjustments to exclude capital gains and losses
and to exclude the deduction for charitable contributions) and also
avoids some question as to the meaning of the term "net loss." The
term "ordinary net loss," substituted for the term "net loss," is
defined in section 183 of the code as the excess of the deductions
(computed without the so-called charitable-contributions deduction
of sec. 23 (o) and without the standard deduction provided in sec.
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23 (aa)) over the gross income, determined after excluding all items
of gain and loss from the sale or exchange of capital assets.
The gross income and deductions of an individual attributable to a

trade or business, for the purpose of ascertaining his net earnings from
self-employment, are to be determined by reference to the applicable
income-tax provisions in other subehapters of chapter 1 of the code.
The trade or business must be "carried on" by the individual, either
personally or through agents or employees, in order for the income to
be included in his "net earnings from self-employment." Accordingly,
gross income derived by an individual from a trade or business carried
on by him does not include income derived by a beneficiary from an
estate or trust even though such income is derived from a trade or
business carried on by the estate or trust.
An individual may be engaged in more than one trade or business.

If so, his net earnings from self-employment are the aggregate of his
net earnings from self-employment of each trade or business carried
on by him. Thus, a loss sustained in one trade or business of an
individual will operate to reduce the income derived from another
trade or business of such individual.
The net earnings from self-employment of an individual include, in

ad(ldition to tilhe earnings from a trade or business carried on by him,
his distributive share of the ordinary net income or loss from any trade
or business carried on by each partnership of which lihe is a meml)er.
Tihe individual's distributive share of the ordinary net income or loss
of the partnership means his share of such ordinary net income or
loss as computed under section 183 of the code, subject to the special
rules set forth in section 481 (a) (1) to (7) and tlhe exemptions provided
in section 481 (c). In computing the net earnings from self-employ-
ment of a partner, if the taxable year of the partner is different from
that of the partnership, the distributive share to be included in conm-
1)uting the net earnings from self-employment of the partner shall be
based upon the ordinary net income or loss of thle partnerslil) for any
taxable year of the partnership (even though beginning prior to Jan-
uary 1, 1951) ending within or with the taxable year of the partner.
Only a partnership recognized as such for income-tax purposes is
treated as a partnership for the purposes of determining the net earn-
ings from self-employment of the partner. Accordingly, a partnership
\which constitutes an association taxable as a corporation under the
I)rovisions of chapter 1 is not recognized as a partnership for such pur-
I)poses. MXoreover, only the ordinary net income or loss derived by the
partnership from carrying on a trade or business is taken into account.
Any ordinary net income or loss of the partnership derived from sources

clearly unrelated to the trade or business carried on by it is excluded
in determining the 'it earnings from self-employment of the partners.
The net earnings from self-employment of a partner include his distrib-
utive share of the ordinary net income or loss of a partner'slip of
which lie is a member, irrespective of the nature of his membership,
as, for example, as a limited or inactive member.

Special rules for computing the gross income and deductions of an
individual from a trade or business and his distributive share of the
ordinary net income or loss of a partnership from a trade or business
are set forth in paragraphs (1) to (7), both inclusive, of section 481 (a).
Paragraph (1) excludes rentals from real estate, including personal

property leased with the real estate, and deductions attributable

155



156 SOCIAL SECURITY ACT AMENDMENTS OF 1950

thereto, unless such rentals are received in the course of a trade or
business as a real-estate dealer. If the individual is not in a trade or
business as a real-estate dealer, all rentals from real estate, and
deductions attributable thereto, are excluded in computing his net
earnings from self-employment. For the purpose of determining
whether the individual is a real-estate dealer, the tests are those
applied under the other provisions of chapter 1 of the code in deter-
mining whether a person is engaged in the business of selling real
estate to his customers. A person who merely owns real estate and
receives rentals therefrom is not considered a real-estate dealer. On
the other hand, a person who is engaged in the business of selling
real estate to customers with a view to the gains and profits that
may be derived therefrom is a real-estate dealer, and rentals received
by him from such real estate are included for the purposes of deter-
mining his net earnings from self-employment.
Payments for the use or occupancy of entire private residences

or living units in duplex or multiple-housing units are generally
rentals from real estate. Except in the case of real-estate dealers,
such payments are excluded under paragraph (1), even though in
part attributable to personal property furnished under the Tease.
On the other hand, payments for the use or occupancy of rooms or
other space where services are also rendered to the occupant, such
as for the use or occupancy of rooms or other quarters in hotels,
boarding houses, or apartment houses furnishing hotel services, or in
tourist camps or tourist homes, or for the use or occupancy of space in
parking lots, warehouses, or storage garages do not constitute rentals
from real estate.
Paragraph (2) excludes the income, and deductions attributable to

such income, derived from any trade or business in which, if the trade
or business were carried on exclusively by employees, the major por-
tion of the services would constitute agricultural labor as defined in
section 1426 (h) of the code. In case the services are in part agri-
cultural and in part nonagricultural, the time devoted to the per-
formance of each type of service is the test to be used to determine
whether the major portion of the services would constitute agricul-
tural labor. If more than half of the time spent in performing all
the services is spent in performing services which would constitute
agricultural labor under section 1426 (h), all income, and deductions
attributable to the income, shall be excluded. If only half, or less,
of the time spent in performing all the services is spent in perform-
ing services which would constitute agricultural labor under section
1426 (h), all income, and deductions attributable to the income, shall
be included. In every case the time spent in performing the services
'will be computed by adding the time spent in the trade or business
during the taxable year by every individual (including the individual
carrying on such trade or business and the members of his family) in
performing such services. The operation of paragraph (2) is not af-
fected by section 1426 (c), relating to the included-excluded rule for
determining employment.

Paragraph (3) excludes dividends on any share of stock, and interest
on any bond, debenture, note, certificate, or other evidence of in-
debtedness, issued with interest coupons or in registered form by any
corporation (including one issued by a government or political sub-
division thereof), unless such dividends and interest are received in
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the course of a trade or business as a dealer in stocks or securities.
The effect of this paragraph is to exclude all dividends except dividends
received by a dealer in stocks or securities in the course of his trade or
business. Only interest of the specified character is categorically ex-
cluded for all persons other than dealers in stocks or securities. Other
interest received in the course of any trade or business (such as interest
received by a pawnbroker on his loans or interest received by a mer-
chant on his accounts or notes receivable) is not excluded in computing
net earnings from self-employment.
Your committee has inserted an amendment to the House bill so

that interest exempt from normal tax (that is, interest on certain
obligations of the United States and its instrumentalities) is not in-
cluded in the self-employment income of a dealer in stocks and bonds.
A dealer in stocks or securities is a merchant of stocks or securities,

whether an individual or a partnership, with an established. place of
business, regularly engaged in the business of purchasing stocks or
securities and reselling them to customers; that is, one who as a
merchant buys stocks or securities and sells them to customers with a
view to the gains and profits that may be derived therefrom. Persons
who buy and sell or hold stocks or securities for investment or specula-
tion, irrespective of whether such buying or selling constitutes the
carrying on of a trade or business, are not dealers in stocks or securities.
Paragraph (4) excludes (1) gains or losses which are considered as

gains or losses from the sale or exchange of capital assets, (2) gains or
losses from the cutting or disposal of timber if section 117 (j) of the
code is applicable to such gains or losses, and (3) gains or losses from
the sale, exchange, involuntary conversion, or other disposition of
property if such property is neither (A) stock in trade or other property
of a kind which would properly be includible in inventory if on hand
at the close of the taxable year, nor (B) property held primarily for
sale to customers in the ordinary course of a trade or business.
The effect of this provision is to exclude from the computation

of net earnings from self-employment all gains or losses which are
treated as capital gains or losses, as well as gains or losses arising
from the disposition or conversion of property which is not considered
as either (1) stock in trade or other property of a kind which would
properly be includible in inventory if on hand at the close of the
taxable year, or (2) property held primarily for sale to customers in
the ordinary course of a trade or business. Also in the case of timber,
even though held primarily for sale to customers, gain or loss is
excluded if section 117(j) of the code is applicable to such gain or loss.
For the purpose of paragraph (4) (C) of section 481 (a), it is immaterial
whether the property constitutes a capital asset within the meaning
of section 117 (a) of the code or whether such property was held for
more or less than 6 months. Moreover, it is immaterial for the
purposes of paragraph (4) (C) whether a gain or loss is treated as a
capital gain or loss or as an ordinary gain or loss for the other purposes
of chapter 1. For instance, where the character of the loss for income-
tax purposes is governed by the provisions of section 117 (j), such loss
is excluded under paragraph (4) (C) even though such loss is treated
under section 117 (j) as an ordinary loss.
As used in paragraph (4), the term "involuntary conversion"

means a compulsory or involuntary conversion of property into other
property or money as a result of its destruction in whole or in part,
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theft or seizure, or an exercise of the power of requisition or con-
demnation or the threat or imminence thereof. As used in such para-
graph the term "other disposition" includes the destruction of property
by fire, storm, shipwreck, or other casualty, even though there is no
conversion of such property into other property or money.
Paragraph (5) provides that the deduction for net operating losses

under section 23 (s) of the code shall not be allowed.
Paragraph (6) prescribes the treatment to be accorded income

subject to coinmunity-property laws. Subparagraph (A) provides
that if any of the income derived by an individual from a trade or
business (other than a trade or business carried on by a partnership)
is community income under community-property laws applicable to
such income, all of the gross income and deductions attributable to
the trade or business shall be treated as the gross income and deduc-
tions of the husband unless thle wife actually exercises substantially;
all of the management antd control of such'trade or business, in which
case all of such gross income and deductions shall be treated as the
gross income and deductions of the wife. "Management and control"
of the type to which reference is made in paragraph (6) is not the
management and control imputed to the husband under the com-

mIunity-property laws but management and control in fact. For
example, a wife who operates a beauty parlor without any appreciable
collaboration on the part of her husband will be considered as having
substantially all of the management and control of sucl business
despite the provision of any community-property law vesting the
right of management and control over community property in the
husband, and the income and deductions attributable to the opera-
tion of such beauty larlor' wilf be considered the income and deduc-
tions of the wife.
Subparagraph (B) provides that if any portion of a partner's dis-

tributive share of tlhe ordinary net income or loss from trade or
business carried on by a partnership is community income or loss
under the commnunity-property laws applicable to such share, all of
such distributive share shall be included in computing the net earn-
ings from self-employment of such partner; and no part of Such share
shall be taken into account in computing the net earnings from self-
emnployment of the spouse of such partner.
Paragraph (7) provides that, in the case of any taxable year be-

ginning on or after the effective (late specified in section 3810 (i. e.,
the (late on which the provisions of title I1 of the Social Security
Act are extended to Puerto Rico), the term "possession of the United
States," as used in section 251 of the code, shall not include Puerto
Rico: and a citizen or resident of Puerto Rico shall compute his net
earnings from self-employment in tlihe same manner as a citizen of the
United States and without regard to the provisions of section 252 of
the code. In applying the provisions of paragraph (7), a citizen of
the United States who engages in tihe active con(luct of a trade or
business in Puerto Rico may find that his income from such trade
or business is exempt froin the income tax imposed by the other sub-
chapters of chapter 1 (by reason of the provisions of sec. 251 of the
code) but that the samne income (subject to the $3,000 limitation) is
taxed as self-employment income.
Your committee has omitted paragraph (8) of the corresponding

section in the House bill. Paragraph (8) would have excluded from
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net earnings from self-employment income derived from the business
of publishing a newspaper or other publication, together with income
derived from other activities conducted in connection therewith,
where the newspaper or other publication has a paid circulation.
In computing net earnings from self-employment, the rules appli-

cable under chapter 1 of the code must be applied in determining the
taxable year in which items of gross income are to be included and
the taxable year for which deductions shall be taken. If an individual
uses the accrual method of accounting in computing net income from
a trade or business for the purposes of the other taxes in chapter 1,
he must use the same method in computing the gross income and
deductions for self-employment tax purposes. Likewise, if the tax-
payer is engaged in a trade or business of selling property on the
installment plan and he elects, under the provisions of section 44 of
the code, to use the installment basis in computing income for the
purposes of the other taxes in chapter 1 of the code, he must use the
same basis in computing the gross income and deductions attributable
to such trade or business for self-employment tax purposes.
Definition of "self-employment income"

Subsection (b) of section 481 defines the term "self-employment
income" for the purposes of the Self-EmIployment Contributions Act.
Such term is defined to mean the net earnings from self-employment
derived by an individual, other than a nonresident alien individual,
during any taxable year beginning after December 31, 1950, except for
the exclusions provided in clauses (1) and (2) of such subsection.
Clause (1) excludes from self-employment income of an individual

that part of the net earnings from self-employment which exceeds
$3,000 reduced by the amount of the wages paid to the individual dur-
ing the taxable year. Thus, the maximum self-employment income
of any individual for any taxable year (whether a period of 12 months
or less) is $3,000; or, if wages are received, this maximum is reduced
by the amount of such .ages. For example, if during the taxable
year no wages are received and the individual has $5,000 of net earn-
ings from self-employment, he has $3,000 of self-employment income
for such taxable year; ot' if the individual receives $1,000 of wages
and also has $5,000 of net earnings from self-employment, he has only
$2,000 of self-employment income for the taxable year. For the pur-
poses of clause (1), the term "wages" includes remuneration paid to
an employee for services included under an agreement entered into
pursuant to section 218 of the Social Security Act (relating to the
coverage of State employees). Clause (2) provides in effect that if
an individual's net earnings from self-employment for the taxable year
are less than $400, such individual has no self-employment income for
such taxable year. It should be noted, however, that it is possible for
an individual to have less than $400 of self-employment income. This
would occur in a case in Which the individual's net earnings from self-
employment are $400 or more for a taxable year and the individual also
receives more than $2,600 but less than $3,000 of wages during the
taxable year. For example, if an individual has net earnings from self-
employment for a taxable year of $1,000 and is also paid wages of
$2,800 during the taxable year, his self-employment income for such
taxable year is $200.
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Section 481 (b)-differs from the corresponding provisions of section
1641 (b) in the House bill by prescribing $3,000 as the maximum
amount in determining self-employment income, in lieu of the $3,600
amount specified in the House bill. This change corresponds to that
made in the amendments to section 1426 of the code.

Section 481 (b) further provides that, in the case of any taxable
year beginning prior to the effective date specified in section 3810,
an individual who is a citizen of Puerto Rico (but not otherwise a
citizen of the United States) and who is not a resident of the United
States (i. e., the 48 States, Alaska, Hawaii, and the District of Colum-
bia) or of the Virgin Islands during the taxable year shall be considered,
for the purposes of computing self-employment income, as a non-
resident alien individual. Accordingly, the net earnings from self-
employment of an individual described in the preceding sentence
would not constitute self-employment income. Section 481 (b) also
provides that an individual who is not a citizen of the United States
but who is a resident of the Virgin Islands or, after the effective date
specified in section 3810, is a resident of Puerto Rico shall not, for
purposes of computing self-employment income, be considered to be a
nonresident alien individual. Accordingly, the net earnings from
self-employment of such an individual may constitute self-employ-
ment income. The net earnings from self-employment of a citizen
or resident of the United States (including the Virgin Islands and,
after the effective date specified in section 3810, Puerto Rico) con-
stitute self-employment income, except to the extent that such net
earnings are excluded from self-employment income under clause (1)
or (2) of section 481 (b).

While a nonresident alien individual who derives income from a
trade or business carried on within the United States (whether by his
agents or employees or by a partnership of which he is a member)
is taxed on such income under the other subchapters of chapter 1 of
the code, such individual (if he is treated under the Self-Employment
Contributions Act as a nonresident alien) will not pay a self-employ-
ment tax on any portion of such income.
'Trade or business
Subsection (c) of section 481 provides that, for the purposes of

the Self-Employment Contributions Act, the term "trade or business"
shall have the same meaning as when used in section 23 of the code,
except that such term shall not include the performance of certain
functions and services described in paragraphs (1) to (5), both
inclusive.
Paragraph (1) provides that the performance of the functions of a

public office does not constitute a trade or business. The term
"public office" includes any elective or a.ppoinitive office of the Federal
Government or of a State or its political subdivision or of a wholly
owned instrumentality of any one or more of the foregoing, such as
President, Vice President, governor, mayor, secretary of State,
Member of Congress, State representative, county commissioner,
judge, county or city attorney, marshal, sheriff, register of deeds, or
notary public.

Paragraph (2) provides that the performance of service by auI
individual as an employee as defined in the Federal Insurance Con-

160



SOCIAL SECURITY ACT AMENDMENTS OF 1950 161

tributions Act, with one exception, does not constitute a trade or
business. The exception is as follows:

Service performed by an employee, who has attained the age of 18, in, and at
the time of, the sale of newspapers or magazines to ultimate consumers, under an
arrangement under which the newspapers or magazines are to be sold by the
employee at a fixed price, his compensation being based on the retention of the
excess of such price over the amount at which the newspapers or magazines are
charged to him whether or not he is guaranteed a minimum amount of compensa-
tion for such service, or is entitled to be credited with the unsold newspapers or
magazines turned back.
The House. bill contained an additional exception relating to section
1426 (b) (18) of the code, as amended by the House bill, which ex-
ception has been omitted in view of your committee's action on pro-
posed section 1426 (b) (18).
Paragraph (3) provides that the performance of service by an

individual as an employee or employee representative as defined in
section 1532 of the code, that is, an individual covered under the
railroad retirement system, does not constitute a trade or business.

Paragraph (4) provides that the performance of service by a duly
ordained, commissioned, or licensed minister of a church in the exer-
cise of his ministry or by a member of a religious order in the exercise
of duties required by such order does not constitute a trade or business.
This exception applies to the performance of services which are ordi-
narily the duties of such ministers or members of religious orders.
The duties of ministers include the ministration of sacerdotal functions
and the conduct of religious worship, and the control, conduct, and
maintenance of religious organizations (including the religious boards,
societies, and other integral agencies of such organizations), under the
authority of a religious body constituting a church or church de-
nomination.

Paragraph (5) provides that the performance of service by an indi-
vidual in the exercise of a profession as a physician, lawyer, dentist,
osteopath, veterinarian, chiropractor, naturopath, or optometrist, or
as a Christian Science practitioner, or as an architect, certified public
accountant, or professional engineer, or the performance of such
service by a partnership, does not constitute a trade or business.
The designations in this paragraph are to be given their commonly
accepted meaning. Thus, the term "physician" means an individual
who is legally qualified to practice medicine; and the term "lawyer"
means an individual who is legally qualified to practice law. In the
case of a partnership whose trade or business consists in the per-
formance of service in the exercise of any of the designated professions,
the partnership shall not be considered as carrying on a trade or busi-
ness for purposes of the Self-Employment Contributions Act, and
none of the distributive shares of income or loss of such partnership
shall be included in computing net earnings from self-employment of
any member of the partnership. On the other hand, where a partner-
ship is engaged in a trade or business not within any of the designated
professions, each partner must include his distributive share of the
income or loss of such partnership in computing his net earnings from
self-employment, irrespective of whether such partner is also engaged
in the practice of one of such professions and contributes his profes-
sional services to the partnership. Your committee has added to the
designations in the corresponding provisions of the House bill the
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following: naturopaths, architects, and certified public accountants.
In addition, the designation "professional engineer" has been substi-
tuted for the specific list of certain kinds of professional engineers
contained in the House bill. "Professional engineers" are those en-
gineers legally qualified to practice before the public in a consulting
capacity.
Definition of employee and wages

Subsection (d) of section 481 provides that, for the purposes of the
Self-Employment Contributions Act, the term "employee" and the
term "wages" shall have the same meaning as when used in the Federal
Insurance Contributions Act. (For an explanation of these terms,
see the discussion of secs. 203 and 205 of the bill.)
Definition of "taxable year"; administrative provisions; and so forth

Certain provisions of the House bill have been stricken out as
unnecessary since under your committee's bill the tax on self-employ-
ment income is imposed as one of the income taxes under chapter 1
of the code. Thus, the taxpayer has the same taxable year for all
taxes under that chapter, and a separate definition of "taxable year"
is unnecessary for the tax on self-employment income. Similarly,
special provisions as to the nondeductibility of the tax on self-employ-
ment income for the purpose of computing net income for income tax
purposes are not needed, since the self-employment tax becomes one
of the income taxes referred to in section 23 (c) (1) (A). Furthermore,
special provisions as to the collection and payment of that tax are
not needed, since the provisions now applicable to the taxes under
chapter 1 will be applicable to the tax on self-employment income.

Special provisions as to the overpayment and underpayment of this
tax are also not needed, since this tax will be included in determining
whether there is an overpayment or underpayment of the sum of the
taxes imposed by chapter 1, and the provisions now applicable to
such overpayment (for example, supplement 0 of chapter 1) or such
underpayment (for example, supplements L, M, and N of chapter 1)
will continue to be applicable thereto after the tax on self-employment
income is included in determiningg such overpayment or underpayment,
The authority of the Commissioner to issue rules and regulations
under section 62 of the code extends to the tax on self-employment
income. Since this tax will, as part of chapter 1, be subject to all
provisions of law applicable to the taxes under that chapter, the
provisions of the House bill making the provisions applicable to the
tax under section 2700 also applicable to this tax have been omitted.
Miscellaneous provisions

Subsection (a) of section 482 requires every individual having net
earnings from self-employment of $400 or more for the taxable year to
file a return containing such information for the purpose of carrying
out the provisions of the subchapter imposing tax on self-employment
income as the Commissioner, with the approval of the Secretary, shall
by regulations prescribe. Such a return is considered a return re-

quired under section 51 (a), and the provisions applicable to returns
under section 51 (a) are applicable to such return. However, the tax
on selfvemployment income, in the case of a joint return of husband
and wife, is the sum of the taxes computed on the separate self-
employment income of each spouse. With respect to the tax on self-
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employment income, the requirement of section 51 (b) that in the
case of a joint return the tax is computed on the aggregate income of
the spouses is not applicable. For example, if the husband has $2,800
wages and $500 net earnings from self-employment, and if the wife
has $1,200 wages and $600 net earnings from self-employment, the
tax under subchapter E of chapter 1 to be shown on their joint return
would be the sum of the tax under subchapter E on the husband's $200
of self-employment income and the tax under subchapter E on the
wife's $600 of self-employment income. If the wife's net earnings
from self-employment were less than $400, such net earnings would
not be subject to the tax on self-employment income although they
would have to be shown on the joint return for the purposes of the
other taxes imposed by chapter 1. Since section 51 (b) is applicable
to the return of. the tax on self-employment income, the liability with
respect to the tax of the husband and wife filing a joint return is
joint and several. It is contemplated that returns required by sec-
tion 482 (a) will be made as a part of the regular income-tax returns
required by section 51, for example, as a schedule on or associated
with such return, but in any case in which a taxpayer is not required
to file a return under section 51, a separate return for purposes of the
tax on self-employment income will be required under section 482 (a).

Subsection (b) of section 482 provides that subchapter E of chapter
1 of the code may be cited as the "Self-Employment Contributions
Act."

Subsections (c) and (d) of section 482 are cross-references to sec-
tions 3810 and 3811, discussed below, relating to effective date in
case of Puerto Rico and to collection of taxes in Puerto Rico and the
Virgin Islands. These provisions were, in the House bill, inserted at
the end of chapter 9 of the code as sections 1633 and 1634. The pro-
visions are applicable both to the Self-Emlployment Contributions
Act, now inserted as part of chapter 1 of the code, and to the Federal
Insurance Contributions Act of chapter 9 of the code. Accordingly,
the House bill has been changed to insert these sections in chapter
38 of the code, relating to miscellaneous provisions, and sections 1633
and 1634 have been renumbered as sections 3810 and 3811, respec-
tively.
Effective date in case of Puerto Rico

Section 3810 provides that, if the Governor of Puerto Rico certifies
to the President of the United States that the Legislature of Puerto
Rico has resolved, by concurrent resolution, that it desires the extension
to Puerto Rico of the provisions of title II (old-age, survivors, and
disability insurance benefits) of the Social Security Act, then the
effective date referred to in section 1426 (e) of the code (relating to the
terms "State," "United States," and "citizen of the United States"),
section 481 (a) (7) of the code (relating to the computation of net
earnings from self-employment in certain cases), and section 481
(b) of the code (relating to the computation of self-employment in-
come) shall be January 1 of the first calendar year which begins more
than 90 days after the date on which the President of the United
States receives such certification.
Collection of taxes in Virgin Islands and Puerto Rico

Section 3811 provides that, notwithstanding any other provision
of law respecting taxation in the Virgin Islands or Puerto Rico, all
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taxes imposed by the Federal Insurance Contributions Act and the
Self-Employment Contributions Act shall be collected by the Bureau
of Internal Revenue under the direction of the Secretary of the Treas-
ury and shall be paid into the Treasury of the United States as internal-
revenue collections.
Mitigation of effect of statute of limitations, etc.

Section 208 of the bill also adds to the code a new section not
included in the House bill, namely, section 3812 relating to the
mitigation of the effect of the statute of limitations and other provi-
sions in case of related taxes under different chapters. This section is
made necessary by the fact that adjustments to the wages under the
Federal Insurance Contributions Act may, by reason of the effect
of such wages on the $3,000 limitation applicable in determiningself-employment-income,_affec-t the tax under the Self-Employment
Contributions Act, and by reason of thefa-t---tat--an item of iffncobme
may be erroneously reported as taxable under one act when it should
have been taxable under the other act. If adjustment under only one
of the two acts is prevented by the statute of limitations or any
other law or rule of law (other than section 3761 of the code, relating
to compromises), then the adjustment (that is, the assessment or the
credit or refund) otherwise authorized under the one act will reflect
the adjustment which would have been made under the other act
but for such law or rule of law. For example, assume that a taxpayer
reports wages of $3,000 and net earnings from self-employment
of $900. By reason of the limitations of section 481 (b) he shows no

self-employment income. Assume further that by reason of a final
decision in the Tax Court, further adjustments to his income tax
liability are barred. The question of the amount of his wages, as
defined in section 1426, was not in issue in the Tax Court litigation,
but it is subsequently determined (within the period of limitations
applicable under the Federal Insurance Contributions Act) that $700
of the $3,000 wages reported by him were not for employment as
defined in section 1426 (b), and lie is entitled to the allowance of a
refund of the $10.50 tax paid on such remuneration under section 1400
of the Federal Insurance Contributions Act. The reduction of his
wages from $3,000 to $2,300 would result in the determination of $700
self-employment income under the facts stated above, the tax on which
is $15.75. The overpayment of $10.50 of tax under the Federal Insur-
ance Contributions Act would be offset under section 3812 by the
barred deficiency of $15.75 in the tax under the Self-Employment Con-
tributions Act, thus eliminating the refund otherwise allowable.
If the facts were changed so that the taxpayer erroneously paid
self-employment tax on $700, having been taxed on only $2,300 as

wages, and within the period of limitations under the Federal Insur-
ance Contributions Act, it is determined that his wages were $3,000,
the tax of $10.50 under section 1400 of that act, otherwise collectible,
would be eliminated by offsetting under section 3812 the barred over-

payment of $15.75 under the Self-Employment Contributions Act.
Ano.ther illustration of the operation of this section is the case of a

taxpayer who is erroneously taxed on $2,500 as wages, the tax on which
is $37.50, and who reports no self-employment income. After the
statute of limitations has run on tie refund of the tax under the
Federal Insurance Contributions Act, it is determined that the amount
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treated as wages should have been reported 'as net earnings from self-
employment. The taxpayer's self-employment income would then
be $2,500 and his self-employment tax would be $56.25. Assume that
the period of limitations under chapter 1 of the code has not expired,
and that a notice of deficiency may properly be issued. Under
section 3812, the amount of the deficiency of $56.25 must be reduced
by the barred overpayment of $37.50.
Nonapplicability of section 3801

Section 208 (c) of the bill amends section 3801 of the code by adding
at the end thereof a new subsection (g). Subsection (g) provides that
the provisions of section 3801 shall not be construed to apply to any
tax imposed by chapter 9 of the code.
Technical amendments
Section 208 (d) of the bill makes a number of technical amendments

to the code required by the inclusion of the Self-Employment Con-
tributions Act in chapter 1 of the code.

Sections 3 and 12 (g) of the code are amended to insert cross-refer-
ences to the tax on self-employment income.

Sections 31 and 131 (a) of the code, relating to the foreign tax credit.
are amended so that the foreign tax credit will not be applicable as a
credit against the tax on self-employment income.

Section 58 (b) (1) of the code, relating to estimated tax, is amended
so that the tax on self-employment income will not be included in the
estimates of tax required under section 58 (a) of the code. Such
estimates will be made without regard to the tax on self-employment
income, and such tax is not required to be paid in advance of the date
prescribed for the final payment of taxes under chapter 1. There is
no provision for installment payments of the tax on self-employment
income. Section 294 (d), also relating to the estimated tax, is similarly
amended so that the provisions of that section will be applied without
regard to the tax on self-employment income.

Section 107 of the code, relating to compensation paid for services
rendered for a period of 36 months or more and back pay, is amended
so that the provisions of that section will be applied without regard
to the tax on self-employment income, and will not affect that tax.
For example, assume that a taxpayer's only item of income for the
calendar year 1952 (his taxable year) is $3,000, all of which is self-
employment income and all of which is subject to section 107. Section
107 will not affect the tax of $67.50 imposed by subchapter E of chapter
1 for such taxable year. Section 107 (a), in such a case, limits the
tax attributable to the $3,000 to an amount equal to the aggregate of
the taxes which would be attributable to the $3,000 had it been in-
cluded in the gross income of the taxpayer ratably over the period of
the services described in section 107. ]For the purposes of this limita-
tion, the tax for 1952 and the aggregate of the taxes for the years of
the services are both computed without regard to the tax on self-
employment income, and the limitation applies to the taxes under
chapter 1 other than the tax on self-employment income.

Section 120 of the code, relating to unlimited deduction for chari-
table and other contributions, is amended so that the tax on self-
employment income is not included in the computation to determine
whether the total of the taxes and charitable contributions paid dur-
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ing the year exceeds 90 percent of the taxpayer's net income (computed
without the deductions for charitable contributions).

Section 161 (a) of the code, relating to the tax on estates and trusts,
is amended so that trusts and estates will not be subject to the tax
on self-employment income.

MISCELLANEOUS AMENDMENTS

Section 209 of the bill, which corresponds to section 208 of the
House bill, (a) amends section 1607 (b) of the Internal Revenue Code,
defining the term "wages" for purposes of the Federal Unemployment
Tax Act (subch. C of chll. 9 of the code); (b) amends section 1607 (c) of
the code, defining the term "employment" for purposes of such act;
(c) amends section 1621 (a) of the code, defining the term "wages"
for purposes of the wit44ilda4g of income tax at the source on wages;
(d) amends section 16:31 of the code, relating to a minininmin addition
to the tax for failure to file return or pay tax timely under chapter 9
of the code; an(d (e) provides retroactive relief from tax under sub-
chapters A and C of chapter 9 of the code in connection with the
application of the $3,000 wage limitation in the case of certain corpo-
rate successions. The amendments to sections 1607 (b) and (c) and
1621 (a) conform the definitions for Federal unemployment tax and
income tax withholding purposes in a number of respects to corre-
sponding definitions in section 1426 (a), as amended by section 203
(a) of the bill, defining the term "wages" for purposes of the Federal
Insurance Contributions Act (subch. A, ch. 9, of the code) and in
section 1426 (b), as amended by section 204 (a) of the bill, defining
the term "employment" for purposes of such act. Such conforming
amendments in the Federal payroll taxes, to the extent not substan-
tially inconsistent with the paramount policies applicable to each,
are considered desirable for reasons of facilitating administration of
the taxes and taxpayer understanding.

Section 209 (a) (1) of the bill amends section 1607 (b) of tlhe code,
defining "wages" for Fed(leral unemployment tax purposes. Technical
changes are:made in paragraph (1) of the definition as amended by
the House to I)recludle a successor employer, in computing his tax for
tlhe calendtlar year in which the succession takes place, from counting
toward the $3,000 limitation of wages any remuneration paid by the
l)redecessor unless thl( predecessor also is an employer as defined in
section 1 t07 (a) of tle code for such calendar year and therefore
liable for tlhe tax, and unless thlie remuneration pai( by the predecessor
constitutes taxable wages. Except in the following three respects, the
(l(efinition of "wages" in section 1607 (b), as contained in section
209 (a) (1) of tlie bill, is in conformity with tihe corresponding defini-
tion in section 203 (a) of the bill: (1) the exception from "wages" of
noncash remuneration for service not in the course of the employer's
trade or }usillness has been stricken from tle amendment by the House
to section 1607 (b) but is retained in section 1426 (a); (2) Ino exception
from "'wages" of noncash remlnlimeration for agricultural labor, corre-
spond(liig to that ad(l(ed by your committee( to section 1426 (a), has
been added to section 1607 (b)); and (3) thle existing law exception
from "wages" of dismissal l)aymenlts which the employer is not legally
required to make, stricken bly the amen(lment made by the House,
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has been restored by your committee in section 1607 (b) until January
1, 1952, but not restored in section 1426 (a).

Section 209 (a) (2) of the bill provides that the amendment to section
1607 (b) of the Internal Revenue Code made by section 209 (a) (1)
shall be applicable only with respect to remuneration paid after 1950.
It further provides that, in the case of remuneration paid prior to 1951,
the determination under section 1607 (b) (1) of the code (prior to its
amendment by the bill) of whether or not such remuneration consti-
tuted wages shall be made as if section 209 (a) (1) of the bill had not
been enacted and without inferences drawn from the fact that the
amendment made by such section is not made applicable to periods
prior to 1951.

Section 209 (a) (3) of the bill deletes paragraph (8) of section 1607
(b) of the Internal Revenue Code, which excepts from wages dismissal
payments which the employer is not legally required to make. Such
deletion is made effective with respect to remuneration paid after
December 31, 1951. The definitions of wages under subehapters A
and C of chapter 9 will thus be brought another desirable step toward
conformity, but State legislatures will in the meantime have an
opportunity to amend their unemployment compensation laws to
subject dismissal payments to tax thereunder, if they so desire.

Section 209 (b) of the bill amends, in two relatively minor respects,
section 1607 (c) of the Internal Revenue Code, defining the term
"employment" for purposes of the Federal Unemployment Tax Act.
The corresponding section of the House bill (sec. 208 (b) (1)) amended
section 1607 (c) (3) of the code, excepting from employment casual
labor not in the course of the employer's trade or business, by sul)sti-
tuting the same cash and regularity of performance of service tests as
provided in section 1426 (b) (3), as amended by section 205 (a) of the
House bill. Your committee has stricken the House amendment to
section 1607 (c) (3).

Section 209 (b) (1) of the bill amends section 1607 (c) (10) (A) (i)
of the Internal Revenue Code, the present provisions of which exclude
from employment service performed in any calendar quarter in the
employ of any organization exempt from income tax under section 101
of the code if the remuneration for such service "does not exceed $45."
Section 208 (b) (2) of the House bill struck out the quoted phrase, and
inserted in lieu thereof "is less than $100." Your committee recom-
mends the adoption of the changes in the I-louse bill, except that $50
should be substituted for $100 to conform with a corresponding change
made in section 1426 (b) (11) (A) of the code by section 204 (a) of the
Till.

Section 209 (b) (2) of the bill amends section 1607 (c) (10) (E) of
the Internal Revenue Code, the existing provisions of which exclude
from employment service performed in any calendar quarter in the
employ of a school, college, or university, not exempt from income
tax under section 101 of the code, if such service is performed by a
student who is enrolled and is regularly attending classes at such
school, college, or university, and the remuneration for such service
does not exceed $45 (exclusive of room, board, and tuition). Section
209 (b) (2) of the bill (as does also section 208 (b) (3) of the House
bill) amends section 1607 (c) (10) (E) so as to exclude such service
regardless of the amount of the remuneration.
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Section 209 (b) (3) of the bill provides that the amendments made
by section 209 (b) (1) and (2) shall be applicable only with respect to
service performed after 1950.

Section 209 (c) (1) of the committee bill amends paragraphs (3)
and (4) of section 1621 (a) of the code, defining the term "wages"
for purposes of income tax withholding so as to conform (with a

major exception) the provisions of such paragraphs with section
1426 (b) (2) and (3) of the code, as amended by section 204 (a) of the
bill. The exception is that the amended section 1621 (a) (3) (A)
continues for income tax withholding purposes the existing exception
of domestic service in a private home. Section 208 (c) (1) of the
House bill amended only section 1621 (a) (4) of the code, relating to
service not in the course of the employer's trade or business. Your
committee has added an amendment to section 1621 (a) (3) which
has the effect of limiting the income tax withholding exclusion from
wages, in the case of domestic service performed in a local college
club, or local chapter of a college fraternity or sorority, to service
performed by a student who is enrolled and is regularly attending
classes at a school, college, or university. For an explanation of the
amendment of section 1621 (a) (3) and (4), see the explanation in
this report of the amendment of section 1426 (b) (2) and (3), made
by section 204 (a) of the bill.

Section 209 (c) (2) of the bill also amends section 1621 (a) of the
code defining the term "wages" for purposes of income tax withholding.
The following paragraphs of section 1621 (a) are amended and conform
with the corresponding paragraphs indicated below of section 1426 (a)
and (b) of the code, defining wages and employment for purposes of
the Federal Insurance Contributions Act, as amended by sections
203 (a) and 204 (a), respectively, of the bill. Paragraph (9) of section
1621 (a), conforming with section 1426 (b) (9) (A), excludes from
wages remuneration for services performed by ministers and members
of religious orders. Paragraph (10) of section 1621 (a), conforming
with section 1426 (b) (16), excludes from wages remuneration for cer-
tain services in connection with the delivery, distribution, or sale of
newspapers, shopping news, or magazines. Such paragraphs (9) and
(10) were included in the amendment to section 1621 (a) made by
section 208 (c) (2) of the House bill. Paragraph (11) of section
1621 (a), added by your committee in conformity, so far as appro-
priate, with section 1426 (a) (7), excludes from wages such remunera-
tion for services not in the course of the employer's trade or business
as is paid in any medium other than cash. Paragraph (12) of section
1621 (a), also added by your committee, conforms with section 1426
(a) (5), and excludes from wages under specified conditions remunera-
tion paid to, or on behalf of, an employee or his beneficiary from or to
a trust exempt from tax under section 165 (a) of the code, or under or
to an annuity plan meeting the requirements of section 165 (a) (3),
(4), (5), and (6) of the code. For a further explanation of the para-
graphs of section 1621 (a) here amended or added, see the explanation
in this report of the corresponding paragraphs, referred to above, of
section 1426 (a) and (b) of the code, as amended by sections 203 (a)
and 204 (a), respectively, of the bill. Your committee has also
stricken from the bill the express provisions relating to tips and other
cash remuneration customarily received by an employee in the course
of his employment from persons other than the person employing him.
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This conforms with the deletion by the committee, in section 203 (a)
of the committee bill, of the corresponding provisions inserted by the
House in section 1426 (a) of the code (section 204 (a) of the House bill).

Section 209 (c) (3) of the bill provides that the amendments made
by section 209 (c) (1) and (2) to section 1621 (a) of the Internal Rev-
enue Code, defining wages for purposes of the withholding of income
tax at source on wages, shall be applicable only with respect to re-
muneration paid after 1950.

Section 209 (d) of the committee bill amends section 1631 of the
code, relating to a minimum addition to the tax for failure to file re-
turn or pay tax timely under chapter 9 of the code. The correspond-
ing section of the House bill (section 208 (d)) would have amended
section 1403 (b) of the code, relating to the penalty for failure to
furnish a wage statement. The House amendment to section 1403 (b)
is unnecessary because section 1403 is superseded, with respect to
wages paid after December 31, 1950, by section 1636 of the code,
adde(l by section 206 (d) of the committee bill. Your committee has
therefore stricken the House amendment to section 1403 (b). The
amended section 1631 contains two principal changes from the existing
section 1631. Existing law provides a $5 minimum addition to the
ta.x for failure to pay the tax timely, as well as for failure to file the
return timely, unless such failure is due to reasonable cause and not to
willful neglect. The committee amendment strikes out the $5 mini-
mum addition to the tax for failure to pay. Other provisions of
existing law provide an adequate penalty for failure to pay the tax.
Under section 3655 of the code a taxpayer who fails to pay tax after
receiving a 10-day notice is subject to'a 5-percent addition to the tax
for nonpayment, together with interest. Under section 2707 (a) of
the code,at taxpayer who willfully fails to pay tax is subject to a pen-
alty equal to the amount of the tax not paid. The committee amend-
ment provides only one $5 minimum addition to the tax for failure to
file a return, irrespective of whether one or more taxes are required
to be reported on such return; while under existing law a $5 minimum
addition is provided for each class of tax required to be reported on the
return. In the case of a return on Form 941 on which the employees'
and employers' taxes under the Federal Insurance Contributions Act
and theincome tax withheld at source under subchapter D of chapter
9 of the code are required to be reported, the minimum addition
under tlhe committee amendment wouldt)e $5 instead of $10 as under
existing law. Paragraph (2) of this subsection of the bill provides
that tlie amenddll(l section 1631 shall be applicable only with respect
to retttrnsthe due (late (that is, tihe last day on which the return may
lT) timely filed) of which falls after the (late of the enactment of the
l)ill.

Section 209 (e) of tihe bill, for which there is no corresponding pro-
vision ill thle House bill, provides certain limited relief from the taxes
tll(nder sublchiapters A and C of chapter 9 of the Internal Revenue Code,
where a corporation incorpl)orated under the laws of one State is
succeeded by another corporation incorporated under the laws of
another State. The relief isapI)licable only in the case of successions
takingplace at some time(luring the period from January 1, 1946, to
l)ecember 31, 1950, both d(lates inclusive. (Sections 1426 (a) (1) and
1607 (b) (1) of the Internal Revenue Code, as amended by sections
203 (a) and 209 (a), respectively, of the committee bill, provide corn-
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parable relief in cases of this type and additional types of successions
occurring after 1950.) In order to qualify for the relief under section
209 (e) the business of the successor must, immediately upon the
succession, be identical with that of the predecessor; except for quali-
fying shares, the proportionate interest of each shareholder in the
successor must, immediately upon the succession, be identical with
his proportionate interest in the predecessor; the predecessor must, in
connection with the succession, be dissolved, or merged into the suc-
cessor; and both the predecessor and successor must, in the calendar
year in which the succession takes place, be employers within the
meaning of both subchapter A and subchapter C of chapter 9 of the
code. If all of the foregoing conditions are met, the successor may
under paragraph (1) of section 209 (e) count toward the $3,000 limita-
tion in the definition of wages under such subchapters, before applying
such limitation to remuneration paid by the successor to its employees,
the amount of the taxable wages paid by the predecessor in such calen-
dar year to the same employees, as though such wages paid by the pre-
decessor had been paid by the successor; and, subject to the applicable
statutes of limitations, the successor may be entitled under paragraph
(2) of section 209 (e) to a credit or refund, without interest, of certain
taxes (together with any interest or penalty thereon) paid by it with
respect to certain remuneration which it paid during such calendar
year. The credit or refund is limited to employer tax under section
1410 of subchapter A and employer tax under section 1600 of sub-
chapter C, and is measured in amount by the application of a rule
which has the identical effect upon the wage base of the successor ds
that contained in paragraph (1) of section 209 (e). Employee tax
under section 1400 of subchapter A already deducted with respect to
more than $3,000 of wages received by an employee from two or more
employers during the same calendar year is refundable to the employee
under existing law sectionn 1401 (d) of subchapter A, relating to
"special refunds"). The amount of liability of the successor for any
unpaid employee tax, as well as for any unpaid employer taxes, above
referred to, is limited by paragraph (1), in the case of any succession
meeting the specified conditions which takes place after December 31,
1945, and before January 1, 1951.

TITLE III-AMENDMENTS TO PUBLIC ASSISTANCE AND MATERNAL
AND CHILD WELFARE PROVISIONS OF THE SOCIAL SECURITY ACT

REQUIREMENTS OF STATE PLANS

Titles I, IV, and X of the Social Security Act provide for payments
to the States to assist them in meeting the cost of providing, respec-
tively, old-age assistance, aid to dependent children, and aid to the
blind. To be eligible for those Federal payments a State must submit
a plan which is approved by the Federal Security Administrator as
meeting certain requirements specified in the respective titles. Most
of these requirements are identical foi all three titles and, consequently,
several of the amendments made by the bill in these requirements
are identical.
Requirement relating to fair hearing

Section 301 of the bill would amend section 2 (a) of the Social
Security Act, which specifies the requirements State old-age assistance
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plans must meet in order to be approved and thereby make the State
eligible for Federal payments. Clause (4) of section 2 (a) now requires
State plans to provide for granting a fair hearing before the State
agency administering or supervising the administration of the plan
to an individual whose claim for old age assistance is denied.

This clause would be amended to make it clear that such a hearing
is also required in case the claim for assistance is not acted upon "with
reasonable promptness" (the bill as passed by the House contained
instead of the quoted material the phrase "within a reasonable time").
This new requirement of State plans would take effect July 1, 1951.
The same changes would be made in clause (4) of sections 402 (a)
and 1002 (a) of the Social Security Act (relating to State plans foraid
to dependent children and aid to the blind, respectively) by sections
321 and 341, respectively, of the bill.

These amendments proposed by the bill as reported out by your
committee and those proposed on the same subject by the bill
as passed by the House are the same except for the change noted
above. The change would have no substantive effect and was made
merely to conform the language of this clause to that in the new
clause (9) (discussed under the next heading).
Requirements relating'to'opportunity to'apply for'and receive assistance.
The provisions of section 3 (a) of the Social Security Act are also

amended by the bill by the addition of a new clause (9). This clause
would add a specific requirement designed to make it clear that a
State plan, in order to be approved, must provide that all individuals
wishing to make application for assistance shall have an opportunity
to do so and that assistance shall be furnished with reasonable prompt-
ness to all eligible individuals. This new requirement would take
effect July 1, 1951.
The same addition has been made by sections 321 and'341 of the

bill to sections 402 (a) and 1002 (a), respectively, of the Social
Security Act, although in the latter case the new clause is numbered
(11).
These amendments proposed by the bill are the same in substance

as those proposed on the same subject by the bill as passed by the
House except that the latter would have required the assistance to
be furnished "promptly" instead of "with reasonable promptness" as
proposed by your committee. The change was made in order to
assure the States reasonable time to make investigations and complete
any other action necessary to determine eligibility and extent of need
for assistance.
Standards for institutions
Another addition made to section 2 (a) of the Social Security Act

by section 301 of the bill would be applicable to State plans for old-
age assistance which include payments to individuals in private or
public institutions. In such cases, the State plans would, effective
July 1, 1953, have to provide for the establishment or designation of a
State authority or authorities to be responsible for establishing and
maintaining standards for such institutions.
The same addition would be made to section 1002 (a) of the Social

Security Act by section 341 of the bill, although in this case the new
clause would be numbered (12). This requirement has not been
made applicable to State aid to dependent children plans.
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The bill as reported and the bill as passed by the House are identical
on this matter.
Notification to appropriate law-enforcement officials

Section 321 (b) of the bill amends section 402 (a) of the Social
Security Act by-the addition of a new clause (19), effective July 1,
1952, which would require an approved State plan for aid to depend-
ent children to provide for prompt notice to appropriate law-enforce-
ment officials ill any case in which aid to dependent children is
furnished to a child who has been deserted or abandoned by a parent.
The bill is the same in this respect as the House bill except for the

change in the effective (late necessitated by the passage of time.
Residence requirement

Section 321 (c) of the bill amends section 402 (b) of the Social
Security Act relating to the residence requirements for eligibility for
aid to dependent children which may be imposed by the State plans.
Under existing law, a State plan for aid to dependent children may
not be approved if it imposes a residence requirement as a condition
of eligibility which denies aid with respect to any child who has
resided in the State for 1 year preceding his application or who was
born in the State within 1 year preceding the application if his mother
has resided in the State for 1 year preceding the birth. Effective
July 1, 1952, the bill as reported out by your committee would change
this requirement so as to prohibit approval of a State plan which im-
poses a residence requirement under which aid is denied to a depend-
ent child who has resided in the State for 1 year preceding his applica-
tion or who was born (whether ill or out of the State) within 1 year
preceding the application if his parent or other relative with whom
he is living resided in the State for 1 year preceding the birth. The
changes in existing law are (designed primarily to prevent denial of
aid in cases where the child of parents normally resident in the State
happens to be born across the State line-as frequently happens in
large metropolitan areas bordering on or near State boundaries. It
would also prevent denial of aid where the infant is living with some
relative other than his mother if the relative has resided in the State
for a year.

This amendment did not appear in the bill as passed by the House.
Income and resources

Clause (8) of section 1002 (a) now requires an approved State plan
for aid to the blind to provide that the State agency shall in determin-
ing need, take into consideration any other income and resources of
an individual claiming aid under the plan. Effective October 1, 1950,
and until July 1, 1952, this clause would be amended by section 341
(b) of the bill to permit the State agency, if the State so desires, to
disregard earned income up to $50 per month.

Effective July 1, 1952, clause (8) would be further amended to re-
quire (instead of permitting) the State to disregard the first $50 per
month of earned income in determining need for aid to the blind.
These amendments (differ in several respects from the amendments

proposed, by the House bill on the same subject. In addition to a

change in dates resulting from the passage of time, the bill as reported
by your committee eliminates from both amendments to clause (8) as
passed by the House the requirement of a certification by the State
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vocational rehabilitation agency that disregarding the $50 of earned
income would encourage or assist the blind to prepare for, engage in,
or continue to engage in remunerative employment. It also elimi-
nates from the second amendment of the clause as contained in the
House bill the specific requirement that the State in determining need
take into account not only any other income and resources of the claim-
ant (as required by existing law) but also "the special expenses arising
from blindness."
Examination by opthalmologist; services of optometrists

Section 341 (c) of the bill would add to the other requirements of
State plans for aid to the blind a new clause (10) requiring the State
plan to provide that, in determining blindness, there shall be an
examination by a physician skilled in diseases of the eye. This
requirement would become effective October 1, 1950. It would also,
effective July 1, 1951, require the plan to provide that the services
of optometrists within the scope of their practice as prescribed by
State law shall be available to individuals already determined to be
eligible for aid to the blind (if desired and needed by them), as well
as to recipients of any grant-in-aid program for improvement or con-
servation of vision.
As passed by the House, this amendment would have required

examination by an ophthalmologist or an optometrist to determine
blindness (effective October 1, 1949). It would not have required the
States to make the services of optometrists available to recipients of
this and other grant-in-aid progmits.

COMPUTATION OF FEDERAL SHARE OF ASSISTANCE PAYMENTS

Old-age assistance
Sections 3 (a) and 1003 (a) of the Social Security Act now provide

for paying to each State with a plan approved under title I and title
X, respectively, three-fourths of the first $20 of the average monthly
assistance payment per recipient, plus one-half of the remainder of
such average payment, but excluding that part of any payment to any
individual in excess of $50. Effective October 1, 1950, the provisions
on the proportion of the old-age assistance costs which will be borne
by the United States will not be applicable (under sec. 3 (a) as amended
by sec. 302 of the bill) to individuals who become entitled to retire-
ment (old-age insurance) benefits under title II of the Social Security
Act after the first full calendar month following the enactment of the
bill and who were not entitled to retirement benefits under that title
&is in effect prior to such enactment. The Federal share will instead
be one-half the cost of assistance for these individuals, with the excess
over $50 for any individual not being counted in determining the
amount of the Federal contribution.
No change would be made in the Federal share of the cost of aid to

the blind.
The existing section 3 (a) of the Social Security Act restricts pay-

ments which may be counted for purposes of a Federal contribution
to those made to an individual who is 65 years of age or older. This
restriction has been transferred to section 6 of the act, as amended by
the bill. For reasons of convenience the present prohibition against
making any Federal contribution toward payments to inmates of
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public institutions has been transferred (with the modifications ex-
plained below) from sections 3 (a) and 1003 (a) of the Social Security
Act to sections 6 and 1006, respectively.
The amendment reducing the Federal contribution for aged needy

individuals who first become beneficiaries under title II of the Social
Security Act after the bill becomes law was not in the bill as passed
by the House. On the other hand, the bill as reported does not make
several of the changes which would have been made in sections 3 (a)
and 1003 (a) of the Social Security Act by the bill as passed by the.
House. As passed by the House, the bill would have amended these
sections of the Social Security Act so as to change the Federal share of
old-age assistance and aid to the blind to four-fifths of the first $25 of
the average monthly payment per recipient, plus one-half of the next
$10 of such average payment, plus one-third of the remainder. The
individual maximum of $50 would have been retained.

Another amendment proposed in the House bill but not in the bill
as reported was one which would have permitted Puerto Rico and
the Virgin Islands to share in Federal payments to States for old-age
assistance and aid to the blind, although on a more limited basis
than that applicable to the States and Territories now eligible.
Aid to dependent children

Effective October 1, 1950, section 322 of the bill would amend section
403 (a) of the Social Security Act by raising the maximum individual
payment for the first child in a family (with respect to which the
Federal Government will participate) from $27 to $30, and the maxi-
mum for subsequent children in the same family from $18 to $20.
The bill as passed by the House made no changes in this respect.

The House bill would, however, have changed the provisions govern-
ing the extent of Federal participation in the cost of aid to dependent
children in other respects. Thus the bill would have changed the
Federal share of this cost within the maximum from three-fourths
of the first $12 of the average monthly payment per recipient plus
one-half of the remainder, to four-fifths of the first $15 of such average
payment plus one-half of the next $6 plus one-third of the remainder.
As in the case of old-age assistance and aid to the blind, Puerto Rico
and the Virgin Islands would also have been made eligible for Federal
payments, though on a more limited basis than for States and Terri-
tories now eligible.

MEDICAL-CARE PAYMENTS

At the present time only unrestricted cash payments to aged and
blind persons and with respect to dependent children under the
approved State plans are counted as expenditures with respect to
which the Federal Government will make a contribution. Sections
303, 323, and 343 of the bill would amend sections 6, 406 (b), and
1006 (definitions of old-age assistance, aid to dependent children, and
aid to the blind), respectively, so as to include medical care and any
type of remedial care recognized under State law in behalf of eligible
individuals as well as unrestricted cash payments. These expendi-
tures for medical care, however, will be counted for purposes of a
Federal contribution only to the extent that they, plus the unrestricted
cash payment to the individual, do not exceed the maximum of $50
in the case of old-age assistance and aid to the blind and $30 or $20,
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as the case may be ($27 and $18, respectively, under existing law),
in the case of aid to dependent children.
As passed by the House, the bill would have authorized Federal

financial participation in the cost of medical care within the individual
maximum indicated above. The bill as reported by your committee
also authorizes such participation in the cost of any type of remedial
care recognized under State law. Thus, if a State recognizes the
care rendered by Christian Science practitioners, participation in the
cost of this will be authorized.

PAYMENTS TO INDIVIDUALS IN PUBLIC MEDICAL INSTITUTIONS

Under the existing sections 3 (a) and 1003 (a) of the Social Security
Act, payments to aged or blind individuals living in any public
institution are not counted as expenditures under the approved State
plan with respect to which the Federal Government will make a
contribution.

Sections 303 and 343 of the bill would amend the provisions of
sections 6 and 1006, respectively, of the Social Security Act (and
sees. 302 and 342 of the bill would amend the provisions of sees. 3
and 1003, respectively) so as to include as an expenditure, with
respect to which the Federal Government will make a contribution,
payments to individuals who are patients in a public medical institu-
tion. These amendements will be effective October 1, 1950. Ex-
cluded, however, would be payments to an individual who is a patient
in an institution for tuberculosis or mental diseases and payments to
individuals who have been diagnosed as having tuberculosis or a
psychosis and are patients in a medical institution as a result thereof.
Under existing law there is no exclusion of payments to individuals
in any kind of private medical institution. For this reason the ex-
clusion of payments to individuals in private mental or tuberculosis
institutions will not be effective until July 1, 1952.
Aside from the change in effective dates necessitated by the passage

of time, the bill as reported differs from the bill as passed by the
House on this matter in only one respect, which is also related to
the effective dates of the changes. As passed by the House, the bill
would have postponed for almost 2 years the exclusion, from the
definition of assistance, of payments to individuals who are in mental
or tuberculosis institutions (whether public or private) or who are
in medical institutions (whether public or private) as a result of a
diagnosis of tuberculosis or a psychosis. Since under existing law
there is no Federal financial participation in such payments if the
individual is in a public institution, there is no reason to postpone
the effectiveness of the exclusion of these payments. Consequently,
the bill restricts the postponement of the effecitve date to the exclu-
sion of such payments to individuals who are patients in private
institutions.

TEMPORARY APPROVAL OF CERTAIN STATE PLANS FOR AID TO THlE BLIND

Section 344 of the bill provides that for the period beginning October
1, 1950 and ending June 30, 1953, in the case of any State (as defined
in the Social Security Act) which did not have an approved plan for
aid to the blind on January 1, 1949, the Federal Security Administrator
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shall approve a plan of such State for aid to the blind even though it
does not meet the requirements of clause (8) of section 1002 (a) of the
Social Security Act (requiring consideration of a blind individual's
income and resources in determining his need) if it meets all other
requirements under title X of the Social Security Act for approval of
the plan. The Federal grant for such a State, however, will be based
only upon expenditures which would be included as expenditures for
purposes of section 1003 (a) under a State plan approved without
regard to the provisions of this section.

Except for postponing the date as of which this amendment will
first become effective (because of the passage of time) and deletion of
the clause making this section inapplicable to Puerto Rico and the
Virgin Islands (no longer necessary because these areas are not eligible
for participation in the public assistance titles of the Social Security
Act as amended by your committee), the bill as reported is the same
on this matter as the bill passed by the House.

MATERIAL AND CHILD WELFARE

Parts 1, 2, and 3 of title V of the Social Security Act now authorize
appropriations for, respectively, a program of grants to the States for
maternal and child health'services, a program of grants to the States
for services for crippled children, and a Federal-State cooperative
program for establishing, extending, and strengthening child-welfare
services, especially in rural areas.

Section 331 of the bill would increase the amounts of these authoriza-
tions, as well as the allotments therefrom to each State, and would
make several other amendments in the child-welfare services provi-
sions.
Maternal and child health services
The amount authorized to be appropriated by section 501 of the

Social Security Act for maternal and child health services is' now
$11,000,000 annually. One-half of this amount is to be distributed
among the States as follows: $35,000 to each State, and the remainder
of the one-half on the basis of the relative number of live births in
the State. The second one-half is to be distributed among the States
on the basis of the financial need of each State after consideration of
the number of live births in the State.

Subsections (a) and (b) of section 331 of the bill would change the
$11,000,000 authorization of appropriation to $20,000,000 and would
raise the $35,000 minimum allotment for each State to $60,000. In
other respects the existing provisions of law would remain the same.

The. bill as passed by the House proposed no amendment to these
provisions of the Social Security Act.
Services for crippled children
The amount authorized to be appropriated by section 511 of the

Social Security Act for services for crippled children is now $7,500,000
annually. One-half of this amount is to be distributed among the
States as follows: $30,000 to each State, and the remainder of the
one-half on the basis of need after consideration of the number of
crippled children in the State needing the services and the cost of such
services. The second one-.half is to be distributed among the States
on the basis of the financial need of each State after consideration of
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the number ot crippled children in the State needing the services and
the cost of such services.

Subsections (c) and (d) of section 331 of the bill would change the
$7,500,000 authorization of appropriation to $15,000,000 and would
raise the $30,000 minimum allotment for each State to $60,000. In
other respects the existing provisions of law would remain the same.
The bill as passed by the House proposed no amendment to these

provisions of the Social Security Act.
Child-welfare services
Section 521 of the Social Security Act now authorizes appropriations

for a cooperative program between the Federal Security Adminis-
trator and State public-welfare agencies in establishing, extending,
and strengthening, especially in rural areas, child-welfare services.
The amount authorized to be appropriated for each year for this
purpose is now $3,500,000. FSection 331 (e) of the bill would increase
this authorization to $12,000,000. This section of the Social Security
Act now provides for the allotment of $20,000 to each State for child-
welfare services with the remainder of the sum allotted on the basis
of the relative rural population of each State. Section 331 (e) of
the bill would increase the $20,000 to $40,000 and would provide for
allotment of the remainder on the basis of the relative rural popula-
tion under age 18.
The present section 521 of the act states the purposes for which

the amounts allotted to the States may be used. To these purposes
would be added the payment of the cost of returning any run-away
child under age 16 to his own community in another State where such
return is in the interest of the child and the cost cannot otherwise be
met. Also added would be a proviso to the effect that in developing
the various services under the State plans the States would be free,
but not compelled, to utilize the facilities and experience of volun-
tary agencies for the care of children in accordance with State and
community programs and arrangements.

In addition to this proviso (which (lid not appear in the House-
approved bill), the bill as reported differs from the bill as passed by
the House in two respects. First, the House bill would have increased
the amount authorized to be appropriated only to $7,000,000 as com-
pared with the increase to $12,000,000 proposed by your committee.
In addition, the bill as reported provides for determining the amount
of each State's allotment in excess of the $40,000 minimum on the
basis of the relative rural population in the State under age 18 instead
of on the basis of the rural population regardless of age as under
existing law (which the House-approved bill would not have changed).
Effective dates
The amendments to parts 1, 2, and 3 of title V of the Social Security

Act made by the bill would be effective for fiscal years beginning after
June 30, 1951. The amendment to the provisions on child-welfare
services made by the House would have been effective 1 year earlier.

MISCELLANEOUS AMENDMENTS

Section 351 of the bill amends other provisions of titles I, IV, V,
and X of the Social Security Act so as to do what has already,been
accomplished in effect by Reorganization Plan No. 2 of 1946. It
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would substitute the Federal Security Administrator in these titles
of the Social Security Act for the Social Security Board, the Children's
Bureau, and the Secretary of Labor.

Except for the addition of three more provisions to be amended in
this respect-necessitated by the deletion of the revision of these
provisions proposed in the bill as passed by the House-the bill as
reported is the same on this matter as the House bill.

OTHER DELETIONS FROM HOUSE BILL

The bill as reported out does not contain several other proposed
amendments in the bill as passed by the House.
Inclusion of relative in aid to dependent children

In the bill as passed by the House, section 406 of the Social Security
Act would have been amended so as to include (effective October 1,
1949) payments and medical care to meet the needs of the relative
with whom any dependent child is living for any month for which
unrestricted cash payments were made under the State plan with
respect to a child in such relative's care. The maximum individual
expenditure for a relative for any month in which the United States
would share would have been the same as that for the first child in the
family ($27, as under existing law). This amendment has been
deleted by your committee.
Residence requirement
The bill as passed by the House would have amended section 1002

(b) (1) of the Social Security Act which relates to residence require-
ments of State plals for aid to the blind. Under existing law the
Federal Security Administrator is prohibited from approving any such
plan which imposes, as a condition of eligibility for the aid furnished
uln(ler it, any residence requirement excluding any resident of the
State who lhas resided therein for 5 of the 9 years immediately preceding
his application and has resided therein. continuously for 1 year immedi-
ately preceding his application. The House bill would have changed
this l)y prohibiting approval of any plan which excludes any resident
meeting the 1-year continuous residence test except that, until July
1, 1951, it could impose a residence requirement )not in excess of that
contained o0l July 1, 1949, in the State plan approved under title X
of the Social Security Act on or prior to such date. The bill as re-
ported leaves present law unchanged on this matter.
Receipt of assistance under more than one plan

Uld(er existing law it is not possible, because of age requirements,
for an individual to be eligible for aid under both a State plan for old-
age ,assistance and a State plan for aid to dependent children. How-
ever, the House bill, by the addition of the needy relative in the latter,
would have,made such double receipt. possible. So the House bill also
added a provision preventing duplication of expenditures, under the
three public assistance plans, to which the United States will con-
tribute. The bill as reported does not authorize a Federal contribu-
tion toward expl)edit.ures on behalf of the relative with whom a
dependentt child is living and lience this amendment proposed by the
House has been eliminated.
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Aid to the permanently and totally disabled
In the bill as passed by the House, a new title XIV would have been

added to the Social Security Act authorizing Federal contributions
toward expenditures under approved plans for the permanently and
totally disabled. The requirements and other provisions of this title
would have been patterned after the aid to the blind provisions in
title X of the Social Security Act. This new title has been deleted
in the bill as reported.
Training program for personnel
Clause (5) of sections 2 (a), 402 (a), and 1002 (a) of the Social

Security Act now requires the State plan to provide such methods of
administration as are necessary for the proper and efficient adminis-
tration of the plan. Among the amendments made to this clause in
the 1939 revision of the Social Security Act was a specific inclusion of
methods relating to the establishment and maintenance of personnel
standards on a merit basis. The bill as passed by the House would
have amended clause (5) so as to include specifically, as a method of
administration, a training program for the personnel necessary for
administration of the plan. Your committee deleted this amendment.

TITLE IV.-MISCELLANEOUS PROVISIONS

COMMISSIONER FOR SOCIAL SECURITY

Section 401 of the bill repeals the present section 701 of the Social
Security Act and section 908 of the Social Security Act amendments
of 1939 (already repealed in effect by Reorganization Plan No. 2 of
1946) and substitutes a new section 701 of the Social Security Act
establishing in the Federal Security Agenicy an office of Commissioner
for Social Security. The Commissioner is to be appointed by the
Federal Security Administrator and is to perform such functions relat-
ing to social security as the Administrator shall assign to him.

In this respect the billsas reported and the bill as passed by the
House are identical.

REPORTS TO CONGRESS

Section 402 of the bill repeals section 541 (c) and section 704 of the
Social Security Act and substitutes therefor a new section 704. The
new section would require the Administrator to make an annual
report to the Congress at the beginning of each session on the a(ldmin-
istration of his functions under the Social Security Act. It would
also authorize an additional 5,000 copies of the report to be printed for
distribution to Members of Congress and to State and other public
or private agencies or organizations interested in social security.
The same provision was contained in the bill as passed by the House.

AMENDMENTS TO TITLE XI OF TIHE SOCIAL SECURITY ACT

Puerto Rico and the Virgin Islands
In the bill as passed by the House, the definition of the term "State"

contained in section 1101 (a) (1) of the Social Security Act would have
been amended to include Puerto Rico and the Virgin Islands for pur-
poses of the public assistance titles (they are already included for
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purposes of title V, relating to maternal and child welfare). Since the
bill as reported does not extend the public assistance titles to these two
areas, the amendment to the definition of "State" has been deleted.
Definition-~ "Administrator"

Section 403 (a) (1) of the bill would substitute for the present sec-
tion 1101 (a) (6) of the Social Security Act a definition of the term
"Administrator." As defined this term would mean the Federal
Security Administrator unless the context otherwise required. Inso-
far as this substitution repeals the definition of employee now con-
tained in section 1101 (a) (6) of the Social Security Act, it is to be
effective only with respect to services performed after 1950.
Except for the change in effective date, no change has been made

in the bill as passed by the House.
Osteopaths

Section 403 (b) of the bill as reported amends section 1101 of the
Social Security Act by the addition of a definition of the terms "phy-
sician," "medical care," and "hospitalization." These terms are
defined to include osteopathic practitioners and the services of osteop-
athic practitioners and hospitals within the scope of their practice as
defined by State law. The effect of this definition is to leave the
States free to utilize the services of the osteopathic profession and its
institutions in like manner as they may use the services of doctors of
medicine and medical hospitals without fear of being denied approval
of their State plans for services under the various titles of the Social
Security Act.
Change in references

Section 403 kc) of the bill substitutes "Federal Security Adminis-
trator" for "Social Security Board" in section 1102 of the Social
Security Act.

Section 403 (e) of the bill substitutes references to sublchapter E of
chapter 1 and subehapters A, C, and E of chapter 9 of the Internal
Revenue Code for the present references, in section 1107 (a) of the
Social Security Act, to the Federal Insurance Contributions Act and
the Federal Unemployment Tax Act.

Section 403 (f) of the bill would substitute the Federal Security
Administrator for the Social Security Board in section 1107 (b) of the
Social Security Act. This section of the act iInposes a penalty on
anyone who, with intent to obtain information as to the birth, employ-
ment, wages, or benefits of an individual, represents himself to be such
individual or his wife, parent, or child. To this list, of relatives would
be added the 'former wife divorced," "husband," "widow," and
"widower" of the individual.

These changes are in substance the same as those proposed in the
bill as passed by the House.
Disclosure of information

Section 1106 of the Social Security Act now prohibits the disclosure
of information acquired by the Federal Security Agency in the admin-
istration of the old-age and survivors insurance program except in
accordance with regulations of the Federal Security Administrator.
Except for changes in references similar to those described above, the
bill as passed by the House would have made no substantive change
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in these provisions. The bill as reported (sec. 403 (d)) would prohibit
release of this information except as provided in section 205 (c) (relat-
ing to the furnishing of wage record information to the wage earner or
his surviving spouse, child, parent, or agent designated in writing) and
except as provided in the new section 1108 (described below)-and
then only in accordance with the Administrator's regulations.
The new section 1108 (added by sec. 403 (g) of the bill) relates to the

furnishing of both wage-record information and other information
connected with the social-security programs,
Paragraph (1) of subsection (a) of the new section authorizes the

Federal Security Administrator, upon request, to furnish wage-record
information (including account numbers) to State unemployment
compensation agencies for use by such agencies in the administration
of the State unemployment compensation or temporary disability
insurance law. This information is to be furnished only to the extent
consistent with the efficient administration of the Social Security Act.
Paragraph (2) of subsection (a) of the new section 1108 authorizes

the Administrator, upon request, to conduct special studies and com-
pile statistical data with respect to any matters related to the programs
authorized by the Social Security Act and to furnish the resulting
information to any agency, person, or organization. Thei furnishing
of this information is also to be made only to the extent consistent
with the efficient administration of the Social Security Act and subject
to conditions and limitations deemed necessary by the Administrator.
Subsection (b) of the new section 1108 provides that the informa-

tion authorized by subsection (a) is to be furnished only upon agree-
ment by the agency, person, or organization requesting it to pay for
the information in such amount as may be determined by the Adminis-
trator. This amount is not to exceed the cost of furnishing the infor-
mation and, particularly in cases of nominal cost, the Administrator
would be authorized to furnish the information without cost. This
subsection also indicates the procedure to be followed in making these
payments and provides that such payments are to be deposited in the
Treasury as a special deposit to )be used to reimburse the appropria-
tions for the unit or units which performed the work or furnished the
information.
Subsection (c) of the new section 1108 of the Social Security Act

prohibits the furnishing of information under this section when it
would violate the provisions in section 1106 of the act or regulations
prescribed under such section 1106.
The provisions on this subject as contained in the bill as passed by

the House differed substantively in several respects from the bill as
reported. The House bill would not have imposed any restrictions on
the Administrator's authority to release information (in accordance
with his regulations) as does the bill as reported. In addition, the
new section 1108 of the Social Security Act in the bill as passed by
the House would have authorized the furnishing of special reports on
the wage and employment records of individuals. This has been
eliminated. Furthermore, the new section 1108 in the bill as passed
l)y they. House contained a special provision relating to payment of
the cost of furnishing wage record information to the State unemploy-
ment compensation agencies. It would have authorized deductions
to cover such cost to be made from amounts certified by the Federal
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Security Administrator under section 302 (a) of the Social Security
Act for payment to the State for the administration of its un.vmploy-
ment compensatiion law. Since the administration of title III of the
Social Security Act has been transferred to the Department of Labor,
this provision was eliminated.

ADVANCES TO STATE UNEMPLOYMENT ACCOUNTS

Title XII of the Social Security Act, allowing advances to the
accounts of States in the unemployment trust fund when their accounts
go below a certain minimum, expired on January 1, 1950. Section 404
of the bill as reported continues the operation of this title until
December 31, 1951. This amendment will be effective as of January 1,
1950.
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CHANGES IN EXISTING LAW

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law shown in the left column,
changes in existing law shown in the right column):

SOCIAL SECURITY ACT
AN ACT To provide for the general welfare by estab-

llshifig a system of Federal old-age benefits, and by
enabling the several States to make more adequate
provision for aged persons, blind persons, depend-
ent and crippled children, maternal and child
welfare, public health, and the administration of
their unemployment compensation laws; to estab-
lish a Social Security Board; to raise revenue; and
for other purposes.

Be it enacted by the Senate and House of
Representatives of the United States of
Amlerica in Congress assembled,
TITLE I-GRANTS TO STATES
FOR OLD-AGE ASSISTANCE

APPROPRIATION

SECTION 1. For the purpose of enabl-
ing each State to furnish financial assist-
ance, as far as practicable under the
conditions in such State, to aged needy
individuals, there is hereby authorized
to be appropriated for the fiscal year
ending June 30, 1936, the sum of
$49 750,000, and there is hereby author-
ized to be appropriated for each fiscal
year thereafter a sum sufficient to carry
out the purposes of this title. The sums
made available under this section shall
be used for making payments to States
which have submitted, and had ap-
proved by the Social Security Board
established by Title V.I (hereinafter
referred to as the "Board"), State plans
for old-age assistance.

STATE OLI)-AGE ASSISTANCE PLANS

SEC. 2. (a) A State plan for old-age
assistance must (1) provide that it shall
be in effect in all political subdivisions of
the State, and, lf administeredd by them,
be mandatory .tun then (2) provide
for financial participation )y the State;
(3) either provide for the establishment
or designation of a single State agency
to administer the plan, or provide for
the establishment or designation of a

single State agency to supervise the ad-
ministration of the plan; (4) provide for
granting to any individual, whose claim
for old-age assistance is denied, an op-
portunity for a fair hearing before such
State agency; (5) provide such methods
of administration (including after Janu.

SOCIAL SECURITY ACT, AS
AMENDED BY H. R. 6000, AS RE-
PORTED

AN ACT To provide for the general welfare by estab-
lishing a system of Federal old-age benefits, and by, enabling the several States to make more adequate
provision for aged persons, blind persons, depend-
ent and crippled children, maternal and child
welfare, public health, and the administration of
their unemployment compensation laws; to estab-
lish a Social Security Board; to raise revenue; and
for other purposes.

Be it enacted by the.Senate and House
Representatives of the United States
America in Congress assembled,

of
of

TITLE I-GRANTS ?O STATES
FOR OLD-AGE ASSISTANCE

APPROPRIATION

SECTION 1. For the purpose of enabl-
ing each State to furnish financial assist-
ance, as far as practicable under the
conditions in such State, to aged needy
individuals, there is hereby authorized
to be appropriated for the fiscal year
ending June 30, 1936, the sum of
$49 750,000, and there is hereby author-
ized to be apI)ropriated for each fiscal
year thereafter a sum sufficient to carry
out the purposes of this title. The sums
made available under this section shall
be used for making payments to States
which have submitted, and had ap-
proved by the Federal Security Adminis-
trator (hereinafter referred to as the
"Administrator"), State plans for old-
age assistance.

STATE OLD-AGE ASSISTANCE PLANS

SEC. 2. (a) A State plan for old-age
assistance must (1) provide that it shall
be in effect in all political subdivisions of
the State, and if administered by them,
be mandatory upon them; (2) provide
for financial participation by the State;
(3) either provide for the establishment
or designation of a single State agency
to administer the plan, or provide for
the establishment or designation of a
single State agency to supervise the ad-
ministration of the plan; (4) provide for
granting an opportunity for a fair hear-
ing before the State agency to any in-
dividual whose claim for old-age assist-
ance is denied or is not acted upon with
reasonable promptness; (5) provide such
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EXISTING LAW

ary 1 1940, methods relating to the
establishment and maintenance of per-
sonnel standards on a merit basis, except
that the Board shall exercise no author-
ity with respect to the selection, tenure
of office, and compensation of any in-
dividual employed in accordance with
such methods) as are found by the Board
to be necessary for the proper and effi-
cient operation of the plan; (6) provide
that the State agency will make such re-
ports, in such form and containing such
information, as the Board may from
time to time require, and comply with
such provisions as the Board may from
time to time find necessary to assure the
correctness and verification of such re-
ports; (7)-effective July 1, 1941 I)rovide
that the State agency shall, in (determin-
ing need, take into consideration any
other income and resources of an individ-
ual claiming old-age assistance; and (8)
effective July 1, 1941, provide safeguards
which restrict the use or disclosure of
information concerning. al)plicants and
recipients to purposes directly connected
with the administration of old-age as-
sistance.

(b) The Board shall approve any plan
which fulfills (lie conditions specified in
subsection (a), except that it, shall, not
approve any plan which iml)oses, as a
condition of eligibility for old-age
assistance under the plan-

(1) An age requirement of more than
sixty-five years, except that the plan
may impose, effective until January 1,
19,40, an age requirement of as much as
seventy years; or

(2) Any resi(lence requirement which
excludes any resident of the State who

has resided thereill five years (luring the
niiiie years immediately preceding the
al)plication for old-age assistance and
has resided therein continuously for one

year immediately preceding the appli-
clition; or

(3) Any citizenship requirement
which excludes any citizen of the United
States.

CHANGES IN EXISTING LAW

methods of administration (including
after January 1, 1940, methods relating
to the establishment and maintenance of
personnel standards on a merit basis,
except that the Administrator shall
exercise no authority with respect to
the selection, tenure of office, and com-
pensation of any individual employed
in accordance with such methods) as
are found by the Administrator to be
necessary for the proper and efficient
operation of the plan; (6) provide that
the State agency will make such reports,
in such form and containing such infor-
mation, as the Administrator may from
time to time require, and comply with
such provisions as the Administrator
may from time to time find necessary to
assure the correctness and verification of
such reports; (7) effective July 1, 1941,
provide that the State agency shall, in
determining need, take into considera-
tion any other income and resources of
an ind vidual claiming old-age assist-
ance; (8) effective July 1, 1941, provide
safeguards which restrict the use or dis-
closure of information concerning ap-
plicants and recipients to purposes di-
rectly connected with the administra-
tion of old-age assistance; (9) provide
that all individuals wishing to make ap-
plication for old-age assistance shall
have opportunity to do so, and that
old-age assistance shall be furnished
with reasonable promptness to all
eligible individuals; and (10) effective
.July 1, 1953, provide, if the plan in-
cludes payments to individuals in pri-
vate or public institutions, for the estab-
lishment or designation of a State au-
thority or authorities which shall be
responsible for establishing and main-
taining standards for such institutions.

(b) Trlhe Administrator shall approve
any plan which fulfills the conditions
specified in subsection (a), except that
lie shall not approve any plan which
imposes, as a condition of eligibility for
old-age assistance under the plan-

(1) An age requirement of more than
sixty-five years, except that the plan
may impose, effective until January 1,
1940, an age requirement of as much as
seventy years; or

(2) Any residence requirement which
excludes any resident of the State who
has resided therein five years during the
nine years immediately preceding the
apl)lication for old-age assistance and
has resided therein continuously for
one year immediately preceding the
application; or

(3) Any citizenship requirement
which excludes any citizen of the United
States.
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EXISTING LAW

PAYMENT TO STATES

SEc. 3. (a) From the sums appro-
priated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for old-age assist-
ance, for each quarter, beginning with
the quarter commencing October 1,
1948, (1) an amount, which shall be
used exclusively as old-age assistance,
equal to the sum of the following pro-
portions of the total amounts expended
during such quarter as old-age assistance
under the State plan with respect to
each needy individual who at the time
of such expenditure is sixty-five years of
age or older and is not an inmate of a
public institution, not counting so much
of such expenditure with respect to
any such individual for any month as
exceeds $50-

(A) three-fourths of such expendi-
tures, not counting so much of any
expenditure with respect to any month
as exceeds the product of $20 multiplied
by the total number of such individuals
who received old-age assistance for such
month, plus

(B) one-half of the amount by which
such expenditures exceed the maximum
which fmay be counted under clause (A);
and (2) an amount equal to one-half of
the total of the sums expended during
such quarter as found necessary by the
Administrator for the proper and effi-
cient administration of the State plan,
which amount shall be used for paying
the costs of administering the State plan
or for old-age assistance, or both, and
for no other purpose.

(b) The method of computing and
paying such amounts shall be as follows:

(1) The Board shall, prior to the be-
ginning of each quarter, estimate the
amount to be paid to the State for such
quarter under the provisions of clause
(1) of subsection (a),-such estimate to be
based on (A) a report filed by the State
containing its estimate of the total sum
to be expended in such quarter in ac-
cordance with the provisions of such

CHANGES IN EXISTING LAW

PAYMENT TO STATES

SEc. 3. (a) From the sums appro-
priated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for old-age assist-
ance, for each quarter, beginning with
the quarter commencing October 1,
1950, (1) an amount which shall be
used exclusively as old-age assistance,
equal to the sum of the following pro-
portions of the total amounts expended
during such quarter as old-age assistance
under the State plan not counting so
much of such expenditure with respect
to any individual for any month as
exceeds $50-

(A) three-fourths of such expendi-
tures, not counting so much of any
expenditure with respect to any month
as exceeds the product of $20 multiplied
by the total number of such individuals
(other than those included in clause
(C)) who received old-age assistance for
such month; plus

(B) one-half of the amount by which
such expenditures (other than expendi-
tures with respect to individuals in-
cluded in clause (C)) exceed the maxi-
mum which may be counted under
clause (A); plus

(C) one-half of such expenditures
with respect to individuals who become
entitled to old-age insurance benefits
under section 202 (a) after the first
month following the month in which
the Social Security Act Amendments of
1950 were enacted and who were not
entitled to primary insurance benefits
under such section as in effect prior to
the enactment of such amendments;
and (2) an amount equal to one-half
of the total of the sums expended during
such quarter as found necessary by
the Administrator for the proper and
efficient administration of the State
plan, which amount shall be used for
paying the costs of administering the
State plan or for old-age assistance, or
both, and for no other purpose.

(b) The method of computing and
paying such amounts shall be as follows:

(1) The Administrator shall, prior to
the beginning of each quarter, estimate
the amount to be paid to the State for
such quarter under the provisions of
subsection (a), such estimate to be
based on (A) a report filed by the State
containing its estimate of the total sum
to be expended in such quarter in ac-
cordance with the provisions of such
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EXISTING LAW

clause, and stating the amount appro-
priated or made available by the State
and its political subdivisions for such
expenditures illn such quarter, and if such
amount is less than one-half of the total
sum of such estimated expenditures the
source or sources from which the differ-
ence is expected to be derived, (B) rec-
ords showing the number of aged indi-
viduals in the State, and (C) such other
investigation as the Board may find
necessary.

(2) The Board shall then certify to
the. Secretary of the Treasury the
amount so estimated lby the Board,
(A) reduced or increased, as the case
may be, by any sum by which it finds
that its estimate for any prior quarter
was greater or less than the amount
which should have been paid to the
State under clause (1) of subsection (a)
for such quarter, and (B) reduced by
a sum equivalent to the pro rata share
to which the United States is equitably
entitled, as determined by the Board,
of the net amount recovered during
any prior quarter by the State or any
political subdivision thereof with respect
to old-age assistance furnished under the
State plan;- except that such increases
or reductions shall not be made to the
extent that, such sunms have been applied
to make the amount certified for any
prior quarter greater or less than the
amount estimated by the Board for such
prior quarter: Provided, That any part
of the amount recovered from the estate
of a deceased recipient which is not in
excess of the almlount expended by the
State or any political subdivision thereof
for the funeral. expenses of the deceased
shall not be considered as a basis for
reduction under clause (B) of this
paragraph.

(3) 'lhe Secretary of the Treasury
shall thereupoIi, through the Division
of l)isbursement of the Treasury l)e-
partment and prior to audit or settle-
nment by the General Accounting Office,
pay to the State, at the time or times
fixed by tlihe Board, the amount so
certified, increased by 5 per centuin.

OPERATION OF STATE PLANS

SCc. 4. In the case of any State plan
for old-age assistance which has been
approved by the Board, if the Board,
after reasonable notice and opportunity
for hearing to the State agency ad-
ministering or supervising the adminis-
tration of such plan, finds-

(1) that the plan has been so changed
as to impose any age, residence, or

CHANGES IN EXISTING LAW

subsection, and stating the amount
appropriated or made available by the
State and its political subdivisions for
such expenditures in such quarter, and
if such amount is less than the State's
proportionate share of the total sum of
such estimated expenditures, the source
or sources from which the difference is
expected to be derived, (B) records
showing the number of aged individuals
in the State and (C) such other investi-
gation as the Administrator may find
necessary.

(2) The Administrator shall then
certify to the Secretary of the Treasury
the amount so estimated by the Admin-
istrator, (A) reduced or increased, as
the case may be, by any sum by which
he finds that his estimate for any prior
quarter was greater or less than the
amount which should have been paid
to the State under subsection (a) for
such quarter, and (B) reduced by a
sum equivalent to the pro rata share
to which the United States is equitably
entitled, as determined by the Admin-
istrator, of the net amount recovered
during any prior quarter by the State
or any political subdivision thereof with
respect to old-age assistance furnished
under the State plan; except that such
increases or reductions shall not be made
to the extent that such sums have been
applied to make the amount certified
for any prior quarter greater or less
than the amount estimated by the Ad-
ministrator for such prior quarter: Pro-
vided, That any part of the amount
recovered from the estate of a deceased
recipient which is not in excess of the
amount expended by the State or any
political subdlivision thereof for the
funeral expenses of the deceased shall
not be considered as a basis for reduc-
tion under clause (B) of this paragraph.

(3) The Secretary of the Treasury
shall thereupon, through the Fiscal
Service of the Treasury Department
and prior to audit or settlement by
the General Accounting Office, pay to
the State, at the time or times fixed
by thie Administrator, the amount so
certified.

OPERATION OF STATE PLANS

SE;c. 4. In the case of any State plan
for old-age assistance which has been
approved by the Administrator, if the
Administrator, after reasonable notice
and opportunity for hearing to the State
agency administering or supervising the
administration of such plan, finds-

(1) that the plan has been so changed
as to impose any age, residence, or
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EXISTING LAW

citl izenship requirement, prohibited by
section 2 (b), or that in the administra-
tioln of, the plan any such prohibited
requirement is imposed, with the knowl-
edge of such 'State agency, in a sub-
stantial-number of cases; or

(2) that in the administration of the
l)lan there is a failure to comply, sub-
sltatitially with any provision required
l)y section 2 (a) to be included in the
I)laii;
ti e Board shall notify such State agency
llihat further payments will not be made
to the State until the Board is satisfied
tlit such prohibited requirement is no
Ioiiger so imposed, and that there is no
longer any such failure to comply.
Until it is so satisfied it shall make no
filrther certification to the Secretary of
tlhe Treasury with respect to such State.

DEFINITION

Si4c. 0. When used in this title the
term "old-age assistance" means money
payments to needy aged individuals.

FEI)ERAL OLD-AGE AND SURVIVORS IN-
SURANCE TRUST FUND

SEC. 201. (a) There is hereby created
on the books of the Treasury of the
United States a trust fund to be known
as the "Federal Old-Age and Survivors
Insurance Trust Fund" (hereinafter
in this title called the "Trust Fund").
The Trust Fund shall consist of the
securities held by the Secretary of the
Treasury for the Old-Age Reserve Ac-
count and the amount standing to the
credit of the Old-Age Reserve Account
on the books of the Treasury on Janu-
ary 1, 1940, which securities and amount
the Secretary of the Treasury is author-
ized and directed to transfer to the
Trust Fund,. and, in addition, such
amounts as may be appropriated to the
Trust Fund as hereinafter provided.
There is horeby appropriate to then

CHANGES IN EXISTING LAW

citizenship requirement prohibited by
section 2 (b), or that in the administra-
tion of the plan any such prohibited
requirement is imposed, with the knowl-
edge of such State agency, in a sub-
stantial number of cases; or

(2) that in the administration of the
plan there is a failure to comply sub-
stantially with any provision required
by section 2 (a) to be included in the
plan;
the Administrator shall notify such
State agency that further payments will
not be made to the State until the Ad-
ministrator is satisfied that such pro-
hibited requirement is no longer so
imposed, and that there is no longer any
such failure to comply. Until he is so
satisfied lie shall make no further
certification to the Secretary of the
Treasury with respect to such State.

* * * * *

DEFINITION

SEc. 6. For the purposes of this title,
the term "old-age assistance" means
money payments to, or medical care in
behalf of or any type of remedial care
recognized under State law in behalf of,
needy individuals who are sixty-five
years of age or older, but does not in-
clude any such payments to or care in
behalf of any individual who is an in-
mate of a public institution (except as
a patient in a medical institution) or
any individual (a) who is a patient in
an institution for tuberculosis or mental
diseases, or (b) who has been diagnosed
as having tuberculosis or psychosis and
is a patient in a medical institution ai
a result thereof.

FEDERAL OLD-AGE AND SURVIVORS IN-
SUIAN'CE TRUST FUND

SEC. 201. (a) There is hereby created
on the books of the Treasury of the
United States a trust fund to be known
as the "Federal Old-Age and Survivors
Insurance Trust Fund" (hereinafter in
this title called the "Trust Fund").
The Trust Fund shall consist of the
securities held by tmhe Secretary of the
Treasury for the Old-Age Reserve Ac-
count and the amount standing to the
credit of the Old-Age Reserve Account
on the books of the Treasury on Janu-
art 1 1940, which securities and amount
the Secretary of the Treasury is author-
ized and directed to transfer to the
Trust Fund, and, in addition, such
amounts as may be' appropriated to, or
deposited in, the Trust Fund as herein-
,f&or provided. There is hereby ap-
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EXISTING LAW

Trust Fund for the fiscal year ending
June 30, 1941, and for each fiscal year
thereafter, out of any moneys in the
Treasury not otherwise appropriated,
amounts equivalent to 100 per centum
of the taxes (including interest, penal-
ties, and additions to the taxes) re-
ceived under the Federal Insurance
Contributions Act and covered into the
Treasury. There is also authorized to
be appropriated to the Trust Fund such
additional sums as may be required to
finance the benefits and payments pro-
vided under this title.

CHANGES IN EXISTING LAW

propriated to the Trust Fund for the
fiscal year ending June 30, 1941, and
for each fiscal year thereafter, out of any
moneys in the Treasury not otherwise
appropriated, amounts equivalent to
100 per centum of-

(1) the taxes (including interest,penalties, and additions to the taxes)
received under subchapter A of chapter
9 of the Internal Revenue Code (and
covered into the Treasury) which are
deposited into the Treasury by collectors
of internal revenue before January 1,
1951; and

(2) the taxes certified each month by
the Commissioner of Internal Revenue
as taxes received under subchapter A
of chapter 9 of such code which are de-
posited into the Treasury by collectors
of internal revenue after December 31,
1950, and before January 1, 1953, with
respect to assessments of such taxes
made before January 1, 1951; and

(3) the taxes imposed by subchapter
A of chapter 9 of such code with respect
to wages (as defined in. section 1426 of
such code) reported to the Commis-
sioner of Internal Revenue pursuant to
section 1420 (c) of such code after
December 31, 1950, as determined by
the Secretary of the Treasury by apply-
ing the applicable rates of tax under such
subchapter to such wages, which wages
shall be certified by the Federal Security
Administrator on the basis of the records
of wages established and maintained by
such Administrator in accordance with
such reports; and

(4) the taxes imposed by subchapter
E of chapter 1 of such code with respect
to self-employment income (as defined
in section 481 of such code) reported to
the Commissioner of Internal Revenue
on tax returns under such subchapter,
as determined by the Secretary of the
Treasury by applying the applicable
rate of tax under such subchapter to
such self-employment , income, which
self-employmentlincome'shall bo'certifi-
ed by the Federal Security Administrator
on the basis of the records of self-
employment income established and
maintained by the Administrator in
accordance with such returns.
The amounts appropriated by clauses
(3) and (4) shall be transferred from
time to time from the general fund in the
Treasury to the Trust Fund on the basis
of estimates by the Secretary of the
Treasury of the taxes, referred to in
clauses (3) and (4), paid to or deposited
into the Treasury; and proper adjust-
ments shall be made in amounts sub-
sequently transferred to the extent
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(b) There is hereby created a body to
be known as the Board of Trustees of
the Federal Old-Age and Survivors
Insurance Trust Fund (hereinafter in
this title called the "Board of Trustees")
which Board of Trustees shall be com-
posed of the Secretary of the Treasury,
the Secretary of Labor, and the Chair-
man of the Social Security Board, all
ex officio. The Secretary of the Treasury
shall be the Managing Trustee of the
Board of Trustees (hereinafter in this
title called the "Managing Trustee").
It shall be the duty of the Board of
Trustees to-

(1) Hold the Trust Fund;
(2) Report to the Congress on the

first day of each regular session of the
Congress on the operation and status
of the Trust Fund during the preceding
fiscal year and on its expected operation
and status during the next ensuing five
fiscal years;

(3) Report immediately to the Con-
gress whenever the Board of Trustees is
of the opinion that during the ensuing
five fiscal years the Trust Fund will
exceed three times the highest annual
expenditures anticipated during that
five-fiscal-year period, and whenever the
Board of Trustees is of the opinion that
the amount of the Trust Fund is unduly
small.
The report provided for in paragraph
(2) above shall include a statement of
the assets of, and the disbursements
made from the Trust Fund during the
preceding fiscal year, an estimate of the
expected future income to, and dis-
bursements to be made from, the Trust
Fund during each of the next ensuing
five fiscal years, and a statement of the
actuarial status of the Trust Fund.

(f) The Managing Trustee is directed
to pay from the Trust Fund into the
Treasury the amount estimated by him
and the Chairman of the Social Security
Board which will be expended during a
three-month period by the Social Secur-
ity Board and the Treasury Department
for the administration of Title II and
Title VIII of this Act, and the Federal
Insurance Contributions Act. Such
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prior estimates were in excess of or were
less than the amounts of the taxes
referred to in such clauses.

(b) There is hereby created a body to
be known as the Board of Trustees of
the Federal Old-Age and Survivors
Insurance Trust Fund (hereinafter in
this title called the "Board of Trustees")
which Board of Trustees shall be com-
posed of the Secretary of the Treasury,
the Secretary of Labor, and the Federal
Security Administrator, all ex officio.
The Secretary of the Treasury shall be
the Managing Trustee of the Board of
Trustees (hereinafter in this title called
the "Managing Trustee"), The Com-
missioner for Social Security shall serve
as Secretary of the Board of Trustees.
It shall be the duty of the Board of
Trustees to-

(1) Hold the Trust Fund;
(2) Report to the Congress not later

than the first day of March of each year
on the operation and status of the Trust
Fund during the preceding fiscal year
and on its expected operation and status
during the next ensuing five fiscal years;

(3) Report immediately to the Con-
gress whenever the Board of Trustees is
of the opinion that during the ensuing
five fiscal years the Trust Fund will
exceed three times the highest annual
expenditures anticipated during that
five-fiscal-year period, and whenever the
Board of Trustees is of the opinion that
the amount of the Trust Fund is unduly
small; and

(4) Recommend improvements in ad-
ministrative procedures and policies.
The report provided for in paragraph
(2) above shall include a statement of
the assets of, and the disbursements
made from, the Trust Fund during the
preceding fiscal year, an estimate of the
expected future income to, and dis-
bursement to be made from, the Trust
Fund during each of the next ensuing
five fiscal years, and a statement of the
actuarial status of the Trust Fund.
Such report shall be printed as a House
document of the session of the Congress
to which the report is made.

f) ((1) The Managing Trustee is di-
rected to pay from the Trust Fund into
the Treasury the amount estimated by
him and the Federal Security Adminis-
trator which will be expended during a
three-month period by the Federal
Security Agency and the Treasury De-
partment for the administration of titles
II and VIII of this Act and subchapter
E of chapter 1 and subchapter A of
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payments shall be covered into the
l'reasury as repayments to the account
for reimbursement of expenses incurred
in connection with the administration of
Titles II and VIII of this Act and the
Federal Insurance Contributioiis Act.
Such repayments shall not be available
for expenditures but shall be carried to
the surplus fund of the Treasury. If it
subsequently appear that the estimates
in any particular three-month period
were too high or too low, appropriate
adjustments shall be made by the
Managing 'Trustee in future payments.

PRIMARY INSURANCE BENEFITS

SEC. 202. (a) Every individual who
(1) is a fully insured individual (as de-
fined in section 209 (g)) after December
31, 1939, (2) has attained the age of
sixty-five, and (3) has filed application
for primary insurance benefits, shall be
entitled to receive a primary insurance
benefit (as defined in section 209 (e)) for
each month, beginning with tlheo month
in which such individual becomes so en-
titled to such insurance benefits and
ending with the month preceding the
month in which he dies.

WIFE'S INSURANCE BENEFITS

(b) (1) Every wife (as defined in sec-
tion 209 (i)) of an individual entitled to
primary insurance benefits, if such wife
(A) has attained the age of sixty-five,
(B) has filed application for wife's insur-
ance benefits, (C) was living with such
individual at the time such application was
filed, and (D) is not entitled to receive pri-
mary insurance benefits, or is entitled to
receive primary insurance benefits each
of which is less than one-half of a pri-
mary insurance benefit of her husband,
shall l)e entitled to receive a wife's insur-
ance benefit for each month, beginning
with the month in which she becomes so
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chapter 9 of the Internal Revenue
Code. Such payments shall be covered
into the Treasury as repayments to the
account for reimbursement -of expenses
incurred in connection with the admninis-
tration of titles II and VIII of this Act
and subchapter E of chapter 1 and sub-
chapter A of chapter 9 of the Internal
Revenue Code.

(2) Repayments made under para-
graph (1) shall not be available for ex-
penditures but shall be carried to the
surplus fund of the Treasury. If it sub-
sequently appears that the estimates
under such paragraph in any particular
three-month period were too high or too
low, appropriate adjustments shall be
made by the kManaging Trustce in future
payments.

* * *

OLD-AGE AND SURVIVORS INSURANCE
BENEFIT PAYMENTS

Old-Age Insurance Benefits
SEC. 202. (a) Every individual who--
(1) is a fully insured individual (as

defined in section 214 (a)),
(2) has attained retirement age (as

defined in section 216 (a)), and
(3) has filed application for old-age

insurance benefits,
shall be entitled to an old-age insurance
benefit for each month, beginning with
the first month after the effective date
in which such individual becomes so en-
titled to such insurance benefits and
ending with the month preceding the
month in which he dies. Such indi-
vidual's old-age insurance benefit for
any month shall be equal to his primary
insurance amount (as defined in section
215 (a)) for such month.

Wife's Insurance Benefits

(b) (1) The wife (as defined in section
216 (b)) of an individual entitled to old-
age insurance benefits, if such wife-

(A) has filed application for wife's
insurance benefits,

(B) has attained retirement age,
(C) was living with such individual

at the time such application was filed,
and

(D) is not entitled to old-age insur-
ance benefits, or is entitled to old-age
insurance benefits each of which is less
than one-half of an old-age insurance
benefit of her husband,
shall be entitled to a wife's insurance

190



SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW

entitled to such insurance benefits, and
ending with the month immediately pre-
ceding the first month in which any of
the following occurs: she dies, her hus-
band dies, they are divorced a vinculo
matrimonii, or she becomes entitled to
receive a primary insurance benefit equal
to or exceeding one-half of a primary
insurance benefit of her husband.

(2) Such wife's insurance benefit for
each month shall be equal to one-half of
a primary insurance benefit of her hus-
band, except that, if she is entitled to
receive a primary insurance benefit for
any month, such wife's insurance benefit
for such month shall be reduced by an
amount equal to a primary insurance
benefit of such wife.

CHANGES IN EXISTING LAW

benefit for each month, beginning with
the first month after the effective date
in which she becomes so entitled to such
insurance benefits and ending with the
month preceding the first month in
which any of the following occurs: she
dies, her husband dies, they are divorced
a vinculo matrimonii, or she becomes
entitled to an old-age insurance benefit
equal to or exceeding one-half of an old-
age insurance benefit of her husband.

(2) Such wife's insurance benefit for
each month shall be equal to one-half of
the old-age insurance benefit of her
husband for such month.

Husband's Insurance Benefits

(c) (1) The husband (as defined in
section 216 (f)) of a currently insured
individual (as defined in section 214
(b)) entitled to old-age insurance bene-
fits, if such husband-

(A) has filed application for husband's
insurance benefits,

(B) has attained retirement age,
(C) was living with such individual at

the time such application was filed,
(D) was receiving at least one-half of

his support, as determined in accordance
with regulations prescribed by the Ad-
ministrator, from such individual at
the time she became entitled to old-age
insurance benefits and filed proof of
such support within two years after the
month in which she became so entitled,

(E) is not entitled to old-age insurance
benefits, or is entitled to old-age in-
surance benefits each of which is less
than one-half of an old-age insurance
benefit of his wife,
shall be entitled to a husband's in-
surance benefit for each month, begin-
ning with the first month after the
effective date in which lie becomes
entitled to such insurance benefits and
ending with the month preceding the
month in which any of the following
occurs;: he dies, his wife dies, they are
divorced a vinculo mnatrimonii, or he
becomes entitled to an old-age in-
surance benefit equal to or exceeding
one-half of an old-age insurance benefit
of his wife.

(2) Such husband's insurance benefit
for each month shall be equal to one-
half of the old-age insurance benefit of
his wife for such month.
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CHILD'S INSURANCE BENEFITS

(c) (1) Every child (as defined in
section 209 (k)) of an individual en-
titled to primary insurance benefits, or
of an individual who died a fully or cur-
rently insured individual (as defined in
section 209 (g) and (h)) after December
31, 1.939, if such child (A) has filed
application for child's insurance benefits,
(B) at the time such application was
filed was unmarried and had not at-
tained the age of 18, and (C) was de-
pendent upon such individual at the
time such application Iwas filed, or, if
such individual has died, was dependent
upon such individual at the time of such
individual's death, shall be entitled to
receive a child's insurance benefit for
each month, beginning with the month
in which such child becomes so entitled
to such insurance benefits, and ending
with the month immediately preceding
the first month in which any of the
following occurs: such child dies, mar-
ries, is adopted (except for adoption by
a stepparent, grandparent, aunt, or
uncle subsequent to the death of such
fully or currently insured individual),
or attains the age of eighteen.

(2) Such child's insurance benefit for
each month shall be equal to one-half
of a primary insurance benefit of the
individual with respect to whose wages
the child is entitled to receive such
benefit, except that, when there is more
than one such individual such benefit
shall be equal to one-half of whichever
primary insurance benefit is greatest.

(3) A child shall be deemed dependent
upon a father or adopting father, or to
have been dependent upon such individ-
ual, unless, at the time of such death, or,
if such individual was living, at the time
such child's application for child's
insurance benefit was filed, such in-
dividual was not living with or con-
tributing to the support of such child
and-

(A) such child is neither the legiti-
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Child's Insurance Benefits

(d) J(1) Every child (as defined in
section 216 (e)) of an individual en-
titled to old-age insurance benefits, or
( f an individual who died a fully or cur-
rently insured individual after 1939, if
such child-

(A) has filed application for child's
insurance benefits,

(B) at the time such application was
filed was unmarried and had not at-
tained the age of eighteen, and

(C) was dependent upon such in-
dividual at the time such application
was filed, or, if such individual has died,
was dependent upon such individual at
the time of such individual's death,
shall be entitled to a child's insurance
benefit for each month, beginning with
the first month after the effective date
in which such child becomes so entitled
to such insurance benefits and ending
with the month preceding the first
month in which any of the following
occurs: such child dies, marries, is
adopted (except for adoption by a step-
parent, grandparent, aunt, or uncle
subsequent to the death of such fully
or currently insured individual), or
attains the age of eighteen.

(2) Such child's insurance benefit for
each month shall, if the individual on the
basis of whose wages and self-employ-
ment income the child is entitled to such
benefit has not died prior to the end of
such month, be equal to one-half of the
old-age insurance benefit of such in-
dividual for such month. Such child's
insurance benefit for each month shall,
if such individual has died in or prior
to such month, be equal to three-fourths
of the primary insurance amount of
such individual, except that, if there is
more than one child entitled to benefits
on the basis of such individual's wages
and self-employment income, each such
child's insurance benefit for such month
shall be equal to the sum of (A) one-half
of the primary insurance amount of such
individual, and (B) one-fourth of such
primary insurance amount divided by
the number of such children.

(3) A child shall be deemed dependent
upon his father or adopting father at the
time specified in paragraph (1) (C)
unless, at such time such individual was
not living with or contributing to the
support of such child and-

(A) such child is neither the legiti-
mate nor adopted child of such in-
dividual, or

(B) such child had been adopted by
some other individual, or
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mate nor adopted child of such indi-
vidual, or

(B) such child had been adopted by
some other individual, or

(C) such child was living with and
was chiefly supported by such child's
stepfather.

(4) A child shall be deemed dependent
upon a mother, adopting mother, or
stepparent, or to have been dependent
upon such individual at the time of the
death of such individual, only if, at the
time of such death, or, if such individual
was living, at the time such child's
application for child's insurance benefits
was filed, no parent other than such
individual was contributing to the
support of such child and such child
was not living with its father or
adopting father.

WIDOW'S INSURANCE BENEFITS

(d) (1) Every widow (as defined in
section 209 (j)) of an individual who
died a fully insured individual after De-
cember 31, 1939, if such widow (A) has
not remarried, (B) has attained the age
of sixty-five, (C) has filed application for
widow's insurance benefits, (D) was
living with such individual at the time
of his death, and (E) is not entitled to
receive primary insurance benefits, or is
entitled to receive primary insurance
benefits each of which is less than three-
fourths of a primary insurance benefit
of her husband, shall be entitled to re-
ceive a widow's insurance benefit for
each month, beginning with the month
in which she becomes so entitled to such
insurance benefits and ending with the
month immediately preceding the first
month in which any of the following
occurs: she remarries, dies, or becomes
entitled to receive a primary insurance
benefit equal to or exceeding three-
fourths of a primary insurance benefit
of her husband.
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(C) such child was living with and
was receiving more than one-half of his
support from his stepfather.

(4) A child shall be deemed dependent
upon his stepfather at the time specified
in paragraph (1) (C) if, at such time,
the child was living with or was receiving
at least one-half of his support from
such stepfather.

(5) -A child shall be deemed dependent
upon his natural or adopting mother
at the time specified in paragraph (1)
(C) if such mother or adopting mother
was a currently insured individual. A
child shall also be deemed dependent
upon his natural or adopting mother, or
upon his stepmother, at the time
specified in paragraph (1) (C) if, at such
time, (A) she was living with or con-
tributing to the support of such child,
and (B) either (i) such child was neither
living with nor receiving contributions
from his father or adopting father, or
(ii) such child was receiving at least
one-half of his support from her.

Widow's Insurance Benefits

(e) (1) The widow (as defined in sec-
tion 216 (c)) of an individual who died
a fully insured individual after 1939, if
such widow-

(A) has not remarried,
(B) has attained retirement age,
(C) has filed application for widow's

insurance benefits or was entitled to
wife's insurance benefits, on the basis
of the wages and self-employment in-
come of such individual, for the month
preceding the month in which he died,

(D) was living with such individual
at the time of his death, and

(E) is not entitled to old-age insur-
ance benefits, or is entitled to old-age
insurance benefits each of which is less
than three-fourths of the primary in-
surance amount of her deceased hus-
band.
shall be entitled to a widow's insurance
benefit for each month beginning with
the first month after the effective date
in which she becomes so entitled to such
insurance benefits and ending with the
month preceding the first month in
which any of the following occurs: she
remarries, dies, or becomes entitled to
an old-age insurance benefit equal to or
exceeding three-fourths of the primary
insurance amount of her deceased hus-
band.
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(2) Such widow's insurance benefit (2) Such widow's insurance benefit
for each month shall be equal to three- for each month shall be equal to three-
fourths of a primary insurance benefit fourths of the primary insurance amount
of her deceased husband, except that, of her deceased husband.
if she is entitled to receive a primary in-
surance benefit for any month, such
widow's insurance benefit for such
month shall be reduced by an amount
equal to a primary insurance benefit
of such widow.

Widower's Insurance Benefits

(f) (1) The widower (as defined in
section 216 (g)) of an individual who
died a fully and currently insured
individual after the effective date, if
such widower-

(A) has not remarried;
(B) has attained retirement age;
(C) has filed application for widower's

insurance benefits or was entitled to
husband's insurance benefits, on the
basis of the wages and self-employment
income of such individual, for the month
preceding the month in which she died;

(D) was living with such individual
at the time of her death;

(E) (i) was receiving at least one-half
of his support, as determined in accord-
ance with regulations prescribed by the
-Administrator, from such individual at
the time of her death and filed proof of
such support within two years of such
date of death, or (ii) was receiving at
least one-half of his support, as de-
termined in accordance with regulations
prescribed by the Administrator,' from
such individual, and she was a currently
insured individual, at the time she
became entitled to old-age insurance
benefits and filed proof of such support
within two years after the month in
which she became so entitled; and

(F) is not entitled to old-age insurance
benefits, or is entitled to old-age insur-
ance benefits each of which is less than
three-fourths of the primary insurance
amount of his deceased wife,
shall be entitled to a widower's insurance
benefit for each month, beginning with
the first month after the effective date in
which he becomes so entitled to such
insurance benefits and ending with the
month preceding the first month in
which any of the following occurs: He
remarries, dies, or becomes entitled to
an old-age insurance benefit equal to or
exceeding three-fourths of the primary
insurance amount of his deceased wife.

(2) Such widower's insurance benefit
for each month shall be equal to three-
fourths of the primary insurance amount
of his deceased wife.
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WIDOW'S CURRENT INSURANCE BENEFITS

(e) (1) Every widow (as defined in
section 209 (j)) of an individual who died
a fully or currently insured individual
after December 31, 1939, if such widow
(A) has not remarried, (B) is not entitled
to receive a widow's insurance benefit,
and is not entitled to receive primary
insurance benefits, or is entitled to re-
ceive primary insurance benefits each
of which is less than three-fourths of
a primary insurance benefit of her
husband, (C) was living with such
individual at the time of his death, (D)
has filed application for widow's current
insurance benefits, and (E) at the time
of filing such application has in her care
a child of such deceased individual
entitled to receive a child's insurance
benefit, shall be entitled to receive a
widow's current insurance benefit for
each month, beginning with the month
in which she becomes so entitled to such
current insurance benefits and ending
with the month immediately preceding
the first month in which any of the fol-
lowing occurs: no child of such deceased
individual is entitled to receive a child's
insurance benefit, she becomes entitled
to receive a primary insurance benefit
equal to or exceeding three-fourths of a
primary insurance benefit of her de-
ceased husband, she becomes entitled to
receive a widow's insurance benefit, she
remarries, she dies.

(2) Such widow's current insurance
benefit for each month shall be equal
to three-fourths of a primary insurance
benefit of her deceased husband, except
that, if she is entitled to receive a pri-
mary insurance benefit for any month,
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Mother's Insurance Benefits

(g) (1) The widow and every former
wife divorced (as defined in section 216
(d)) of an individual who died a fully or
currently insured individual after 1939,
if such widow or former wife divorced-

(A) has not remarried,
(B) is not entitled to a widow's insur-

ance benefit,
(C) is not entitled to old-age insurance

benefits, or is entitled to old-age insur-
ance benefits each of which is less than
three-fourths of the primary insurance
amount of such individual,

(D) has filed application for mother's
insurance benefits,

(E) at the time of filing such applica-
tion has in her care a child of such indi-
vidual entitled to a child's insurance
benefit, and

(F) (i) in the case of a widow, was liv-
ing with such individual at the time of
his death, or (ii) in the case of a former
wife divorced, was receiving from such
individual '(pursuant to agreement or
court order) at least one-half of her sup-
port at the time of his death, and the
child referred to in clause (E) is her son,
daughter, or legally adopted child and
the benefits referred to in such clause are
payable on the basis of such individual's
wages or self-employment income, shall
be entitled to a mother's insurance
benefit for each month, beginning with
the first month after the effective date in
which she becomes so entitled to such
insurance benefits and ending with the
month preceding the first month ijn
which any of the following occurs: no
child of such deceased individual is
entitled to a child's insurance benefit,
such widow or former wife divorced be-
comes entitled to an old-age insurance
benefit equal to or exceeding three-
fourths of the primary insurance amount
of such deceased individual, she becomes
entitled to a widow's insurance benefit,
she remarries, or she dies. Entitlement
to such benefits shall also end, in the case
of a former wife divorced, with the
month immediately preceding the first
month in which no son, (aughter, or
legally adopted child of such former
wife divorced is entitled to a child's
insurance benefit on the basis of the
wages and self-employment income of
such deceased individual.

(2) Such mother's insurance benefit
for each month shall be equal to three-
fourths of the primary insurance amount
of such deceased individual.
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such widow's current insurance benefit
for such month shall be reduced by an
amount equal to a primary insurance
benefit of such widow.

PARENTS INSURANCE BENEFITS

(f) (1) Every parent (as defined in
this subsection) of an individual who
died a fully insured individual after
December 31, 1939, if such individual
did not leave a widow who meets the
conditions in subsection (d) (1) (D) and
(E) or an unmarried child under the age
of eighteen deemed dependent on such
individual under subsection (c) (3) and
(4), and if such parent (A) has attained
the age of sixty-five, (B) was chiefly
dependent upon and supported by such
individual at the time of such individ-
ual's death and filed proof of such
dependency and support within two
years of such date of death, (C) has not
married since such individual's death,
(D) is not entitled to receive any other
insurance benefits under this section,
or is entitled to receive one or more of
such benefits for a month, but the total
for such month is less than one-half of
a primary insurance benefit of such
deceased individual, and (E) has filed
application for parent's insurance bene-
fits, shall be entitled to receive a parents'
insurance benefit for each month, begin-
ning with the month in which such
parent becomes so entitled to such par-
ent's insurance benefits and ending
with the month immediately preceding
the first month in which any of the fol-
lowing occurs: such parent dies, marries,
or becomes entitled to receive for any
month an insurance benefit or benefits
(other than a benefit under this subsec-
tion) in a total amount equal or exceed-
ing one-half of a primary insurance
benefit of such deceased individual.

(2) Such parent's insurance benefit
for each month shall be equal to one-
half of a primary insurance benefit of
such deceased individual, except that,
if such parent is entitled to receive an
insurance benefit or benefits for any
month (other than a benefit under this
subsection), such parent's insurance
benefit for such month shall be reduced
by an amount equal to the total of such
other benefit or benefits for such month.
When there is more than one such
individual with respect to whose wages
the parent is entitled to receive a
parent's insurance benefit for a month,
such benefit shall be equal to one-half
of whichever primary insurance benefit
is greatest.
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Parent's Insurance Benefits

(h) (1) Every parent (as defined in
this subsection) of an individual who
died a fully insured individual after 1939,
if such individual did not leave a widow
who meets the conditions in subsection
(e) (1) (D) and (E) or an unmarried
child under the age of eighteen deemed
dependent on such individual under sub-
section (d) (3), (4), or (5), and if such
parent-

(A) has attained retirement age,
(B) was receiving at least one-half

of his support from such individual at
the time of such individual's death and
filed proof of such support within two
years of such date of death,

(C) has not married since such in-
dividual's death,

(D) is not entitled to old-age insur-
ance benefits, or is entitled to old-age
insurance benefits each of which is less
than one-half of the primary insurance
amount of such deceased individual, and

(E) has filed application for parent's
insurance benefits,
shall be entitled to a parent's insurance
benefit for each month, beginning with
the first month after the effective date
in which such parent becomes so entitled
to such parent's insurance benefits and
ending with the month preceding the
first month in which any of the following
occurs: such parent dies, marries, or
becomes entitled to an old-age insurance
benefit equal to or exceeding one-half
of the primary insurance amount of
such deceased individual.

(2) Such parent's insurance benefit
for each month shall be equal to one-
half of the primary insurance amount of
such deceased individual.
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(3) As used in this subsection, the
term "parent" means the mother or
father of an individual, a stepparent of
an individual by a marriage contracted
before such individual attained the age
of sixteen, or an adopting parent by
whom an individual was adopted before
he attained the age of sixteen.

LUMP-SUM DEATH PAYMENTS

(g) Upon tile death, after December
31, 1939, of an individual who died a
fully or currently insured individual
leaving no surviving widow, child, or
parent who would, on filing application
in the month in which such individual
died, be entitled to a benefit for such
month under subsection (c), (d), (e),
or (f) of this section, an amount equal
to six times a primary insurance benefit
of such individual shall be paid in a
lump sum to the person, if any, de-
termined by the Administrator to be the
widow or widower of the deceased rnd
to have been living with the deceased at
the time of death. If there is no such
person, or if such person dies before
receiving payment, then such amount
shall be paid to any person or persons,
equitably entitled thereto, to the extent
and in the proportions that he or they
shall have paid the expenses of burial of
such insured individual. No payment
shall be made to any preson under this
subsection, unless application therefor
shall have been filed, by or on behalf of
any such person (whether or not legally
competent), prior to the expiration of
two years after the date of death of such
insured individual.

CHANGES IN EXISTING LAW

(3) As used in this subsection, the
term "parent" means the mother or
father of an individual, a stepparent of
an individual by a marriage contracted
before such individual attained the age
of sixteen, or an adopting parent by
whom an individual was adopted before
he attained the age of sixteen.

Lump-Sum Death Payments
(i) (1) In any case in which a fully or

currently insured individual died after
the effective date leaving no surviving
child, widow, widower, or parent who
would, on filing application in the month
in which such insured individual died,
be entitled to a benefit on the basis of
the wages and self-employment income
of such insured individual, for such
month under subsection (d), (e), (f),
(g), or (h) of this section, an amount
equal to three times such individual's
primary insurance amount shall be
paid in a lump sum to the person, if any,
determined by the Administrator to be
the widow or widower of the deceased
and to have been living with the de-
ceased at the time of death. If there is
no such person, or if such person dies
before receiving payment, then such
amount shall be paid to any person or
persons, equitably entitled thereto, to
the extent and in the proportions that he
or they shall have paid the expenses of
burial of such insured individual.

(2) In any case in which (A) a fully
or currently insured individual died
after the effective date leaving a surviv-
ing child, widow, widower, or parent
who would, on filing application in the
month in which such insured individual
died, be entitled to a benefit, on the
basis of the wages and self-employment
income of such insured individual, for
such month under subsection (d), (e),
(f), (g), or (h) of this section, and (B)
the total of benefits (if any) paid for the
month in which such insured individual
died and for the succeeding eleven
months is less than three times his
primary insurance amount, an amount
equal to the difference between such
total and three times such primary
insurance amount shall be paid in a
lump sum to the person, if any, de-
termined by the Administrator to be the
widow or widower of the deceased and
to have been living with the deceased
at the time of death. If there is no
such person, or if such person dies before
receiving payment, then such amount
shall be paid to any person or persons,
equitably entitled thereto, to the extent
and in the proportions that he or they
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APPLICATION

(h) An individual who would have
been entitled to a benefit under sub-
section (a), (b), (c), (d), (e), or (f) for
any month had he filed application
therefore prior to the end of such month,
shall be entitled to such benefit for such
month if he files application therefor
prior to the end of the third month
immediately succeeding such month.
Any benefit for a month prior to the
month in which application is filed
shall be reduced, to any extent that may
be necessary, so that it will not render
erroneous any benefit which before
the filing of such application, the Ad-
mninistrator has certified for payment
for such prior month.

[Sec. 205.] (m) No application for
any benefit under this title filed prior
to three months before the first month
for which the applicant becomes en-
titled to receive such benefit shall be
accepted as an application for the
purposes of this title.

* * * * *

CHANGES YN EXISTING LAW

shall have paid the expenses of burial of
such insured individual.

(3) No payment shall be made to any
person under this subsection ..on the
basis of the wages and self-employment
income of an insured individual unless
application therefor shall have been
filed, by or on behalf of any such person
(whether or not legally competent),
prior to the expiration of two years
after the date of death of such insured
individual.

Application for Monthly Insurance
Benefits

(j) (1) An individual who would have
been entitled to a benefit under sub-
section (a), (b)), (c), (d), (e), (f), (g), or
(h) for any month after the effective
date had he filed application therefore
prior to the end of such month shall be
entitled to such benefit for such month
if he files application therefor prior to
the end of the sixth month immediately
succeeding such month. Any benefit
for a month prior to the month in which
application is filed shall be reduced,
to any extent that may be necessary,
so that it will not render erroneous any
benefit which, before the filing of such
application, the Administrator has certi-
fied for payment for such prior month.

(2) No application for any benefit
under this section for any month after
Lhe effective date which is filed prior
to three months before the first month
for which the applicant becomes en-
titled to such benefit shall be accepted
as an application for the purpose of
this section; and any application filed
within such three rontlhs' period shall
be deemed to have been filed in such
first month.

Simultaneous Entitlement to Benefits

(k) (1) A child, entitled to child's
insurance benefits on the basis of sthe
wages and self-employment income of
an insured individual, who would be
entitled, on filing application, to child's
insurance benefits on the basis of the
wages and self-emplloyment income of
some other insured individual, shall be
deemed entitled, subject to the provi-
sions of paragraph (2) hereof, to child's
insurance benefits on the basis of the
wages and self-employment income of
such other individual if an application
for child's insurance benefits on the
basis of the wages and self-employment
income of such other individual has been
filed by any other child who would,
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REDUCTION AND INCREASE OF INSURANCE
BENEFITS

SEC. 203. (a) Whenever the total of
benefits under section 202, payable for
a month with respect to an individual's
wages, is more than $20, and exceeds
(1) $85, or (2) an amount equal to
twice a primary insurance benefit of
such individual, or (3) an amount equal
to 80 per centum of his average monthly
wage (as defined in section 209 (f)),
whichever of such three amounts is least,

CHANGES IN EXISTING LAW

on filing application, be entitled to
child's insurance benefits on the basis
of the wages and self-employment in-
come of both such insured individuals.

(2) (A) Any child who under the
preceding provisions of this section is
entitled for any month to more than
one child's insurance benefit shall, not-
withstanding such provisions, be en-
titled to only one of such child's
insurance benefits for such month, such
benefit to be the one based on the wages
and self-employment income of the
insured individual who has the greatest
primary insurance amount.

(B) Any individual who under the
preceding provisions of this section is
entitled for any month to more than
one monthly insurance benefit (other
than an old-age insurance benefit)
under this title shall be entitled to only
one such monthly benefit for such
month, such benefit to be the largest
of the monthly benefits to which he (but
for this paragraph) would otherwise be
entitled for such month.

(3) If an individual is entitled to aIr
old-age insurance benefit for any month
and to any other monthly insurance
benefit for such month, such other in-
surance benefit for such month shall be
reduced (after any reduction under
section 203 (a)) by an amount equal to
such old-age insurance benefit.

Entitlement to Survivor Benefits Under
Railroad Retirement Act

(1) If any person would be entitled,
upon filing application therefor, to an
annuity under section 5 of the Railroad
Retirement Act of 1937, or to a lump-
sum payment under subsection (f) (1) of
such section, with respect to the death
of an employee (as defined in such Act),
'no lump-sum death payment, and no
monthly benefit for the month in which
such employee died or for any month
thereafter, shall be paid under this sec-
tion to any person on the basis of the
wages and self-employment income of
such employee.

REI)UCTION OF INSURANCE BENEFITS

Maximum Benefits
SEC. 203. (a) Whenever the total of

monthly benefits to which individuals
are entitled under section 202 for a
month on the basis of the wages and
self-employment income of an insured
individual exceeds $150, or is more than
$40 and exceeds 80 per centum of his
average monthly wage (as determined
under section 215), such total of benefits
shall, after any deductions under this
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such total of benefits shall, prior to any
deductions under subsections (d), (e), or
(h), be reduced to such least amount or
to $20, whichever is greater.

(b) Whenever the benefit or total of
benefits under section 202, payable for
a month-with respect to an individual's
wages, is less than $10, such benefit or
total of benefits shall, prior to any de-
ductions under subsections (d), (e), or
(h), be increased to $10.

(c) Whenever a decrease or increase
of the total of benefits for a month is
made under subsection (a) or (b) of this
section, each benefit, except the primary
benefit, shall be proportionately de-
creased or increased, as the case may be.

(d) Deductions, in such amounts and
at such time or times as the Board
shall determine, shall be made from
any payment or payments under this
title to which an individual is entitled,
until the total of such deductions equals
such individual's benefit or benefits for
any month in which such individual:

(1) rendered services for wages of not
less than $15; or

[(2) repealed]
(3) if a widow entitled to a widow's

current insurance benefit, did not have
in, her care a child of her deceased
husband entitled to receive a child's
insurance benefit.
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section, be reduced to $150 or to 80
per centum of his average monthly
wage, whichever is the lesser, but in no
case to less than $40, except that when
any of such individuals so entitled would
(but for the provisions of section 202 (k)
(2) (A)) be entitled to child's insurance
benefits on the basis of the wages and
self-employment income of one or more
other insured individuals, such total of
benefits shall, after any deductions under
this section, be reduced to $150 or to
80 per centum of the sum of the average
monthly wages of all such insured in-
dividuals, whichever is the lesser, but
in no case to less than $40. Whenever
a reduction is made under this subsec-
tion, each benefit, except the old-age
insurance benefit, shall be propor-
tionately decreased.

Deductions on Account of Work or
Failure to Have Child in Care

(b) Deductions, in such amounts and
at such time or times as the Admin-
istrator shall determine, shall be made
from any payment or payments under
this title to which an individual is
entitled, until the total of such deduc-
tions equals such individual's benefit or
benefits under section 202 for any month

(1) in which such individual is under
the age of seventy-five and in which
he rendered services for wages (as de-
termined under section 209 without
regard to subsection (a) thereof) of
more than $50; or

(2) in which such individual is under
the age of seventy-five and for which
month he is charged, under the pro-
visions of subsection (e) of this section,
with net earnings from self-employment
of more than $50; or

(3) in which such individual, if a
widow entitled to a mother's insurance
benefit, did not have in her care a child
of her deceased husband entitled to a
child's insurance benefit; or

(4) in which such individual, if a
former wife divorced entitled to a
mother's insurance benefit, did not
have in her care a child, of her deceased
former husband, who (A) is her son,
daughter, or legally adopted child and
(B) is entitled to a child's insurance
benefit on the basis of the wages and
self-employment income of her deceased
former husband.
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(e) Deductions shall be made from
any wife's or child's insurance benefit
to which a wife or child is entitled, until
the total of such deductions equals such
wife's or child's insurance benefit or
benefits for any month in which the
individual, with respect to whose wages
such benefit was payable, rendered
services for wages of not less than $15.

(f) If more than one event occurs in
any one month which would occasion
deductions equal to a benefit for such
month, only an amount equal to such
benefit shall be deducted.

CHANGES IN EXISTING LAW

Deductions From Dependents' Benefits
Because of Work by Old-Age Insur-
ance Beneficiary
(c) Deductions shall be made from

any wife's, husband's, or child's insur-
ance benefit to which a wife, husband,
or child is entitled, until the total of
such deductions equals such wife's,
husband's, or child's insurance benefit
or benefits under section 202 for any
month-

(1) in which the individual, on the
basis of whose wages and self-employ-
ment income such benefit was payable,
is under the age of seventy-five and in
which he rendered services for wages (as
determined under section 209 without
regard to subsection (a) thereof) of
more than $50; or

(2) in which the individual referred
to in paragraph (1) is under the age of
seventy-five and for which month he is
charged, under the provisions of sub-
section (e) of this section, with net
earnings from self-employment of more
than $50.

Occurrence of More Than One Event
(d) If more than one of the events

specified in subsections (b) and (c)
occurs in any one month which would
occasion deductions equal to a benefit
for such month, only an amount equal
to such benefit shall be deducted. The
charging of net earnings from self-
employment to any month shall be
treated as an event occurring in the
month to which such net earnings are
charged.
Months to Which Net Earnings From

Self-Employment Are Charged
(e) For the purposes of subsections

(b) and (c)-
(1) If an individual's net earnings

from self-employment for his taxable
year are not more than the product of
$50 times the number of months in such
year, no month in such year shall be
charged with more than $50 of net earn-
ings from self-employment.

(2) If an individual's net earnings
from self-employment for his taxable
year are more than the product of $50
times the number of months in such
year, each month of such year shall be
charged with $50 of net earnings from
self-employment, and the amount of
such net earnings in excess of such
product shall be further charges to
months as follows: The first $50 of
such excess shall be charged to the last
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(g) Any individual in receipt of bene-
fits subject to deduction under sub-
section (d) or (e) (or who is in receipt of
such benefits on behalf of another
individual), because of the occurrence of
an event enumerated therein, shall
report such occurrence to the Board
prior to the receipt and acceptance of an
insurance benefit for the second month
following the month in which such event
occurred. Any such individual having
knowledge thereof, who fails to report
any such occurrence, shall suffer an
additional deduction equal to that
imposed under subsection (d) or (e),
except that the first additional deduc-
tion imposed by this subsection in the
case *of any individual shall not exceed
an amount equal to one month's benefit
even though the failure to report is with
respect to more than one month.

CHANGES IN EXISTING LAW

month of such taxable year, and the
balance, if any, of such excess shall be
charged at the rate of $50 per month to
each preceding month in such year until
all of such balance has been applied,
except that no part of such excess shall
be charged to any month (A) for which
such individual was not entitled to a
benefit under this title, (B) in which an
event described in paragraph (1), (3),
or (4) of subsection (b) occurred, (C)
in which such individual was age sev-
enty-five or over, or (D) in which such
individual did not engage in self-em-
ployment.

(3) (A) As used in paragraph (2), the
term "last month of such taxable year"
means the latest month in such year to
which the charging of the excess de-
scribed is such paragraph is not pro-
hibited by the application of clauses
(A) (B), (C), and (D) thereof.

(B) For the purposes of clause (D) of
paragraph (2), an individual will be pre-
suined, with respect to any month, to
have been engaged in self-employment
in such month until it is shown to the
satisfaction of the Administrator that
such individual rendered no substantial
services in such month with respect to
any trade or business the net income or
loss of which is includible in computing
his net earnings from self-employment
for any taxable year. The Adminis-
trator shall by regulations prescribe the
methods and criteria for determining
whether or not an individual has rend-
ered substantial services with respect to
any trade or business.

Penalty for Failure To Report Certain
Events

(f) Any individual in receipt of bene-
fits subject to deduction under sub-
section (b) or (c) (or who is in receipt of
such benefits on behalf of another
individual), because of the occurrence
of an event specified therein (other than
an event described in subsection (b) (2)
or (c) (2)), shall report such occurrence
to the Administrator prior to the receipt
and acceptance of an insurance benefit
for the second month following the
month in which such event occurred.
Any such individual having knowledge
thereof, who fails to report any such
occurrence, shall suffer an additional
deduction equal to that imposed under
subsection (b) or (c), except that the
first additional deduction imposed by
this subsection in the case of any indi-
vidual shall not exceed an amount equal
to one month's benefit even though the
failure to report is with respect to more
than one month.
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Report to Administrator of Net Earnings
From Self-Employment

(g) (1) If an individual is entitled to
any monthly insurance benefit under
section 202 during any taxable year in
which he has net earnings from self-
employment in excess of the product of
$50 times the number of months in such
year, such individual (or the individual
who is in receipt of such benefit on his
behalf) shall make a report to the Ad-
ministrator of his net earnings from self-
employment for such taxable year.
Such report shall be made on or before
the fifteenth day of the third month
following the close of such year, and shall
contain such information and be made
in such manner as the Administrator
may by regulations prescribe. Such
report need not be made for any taxable
year beginning with or after the month
in which such individual attained the
age of seventy-five.

(2) If an individual fails to make a
report required under paragraph (1),
within the time prescribed therein, of
his net earnings from self-employment
for any taxable year and any deduction
is imposed under subsection (b) (2) by
reason of such net earnings-

(A) such individual shall suffer one
additional deduction in an amount equal
to his benefit or benefits for the last
month in such taxable year for which he
was entitled to a benefit under section
202; and.

(B) if the failure to make such report
continues after the close of the fourth
calendar month following the close of
such taxable year, such individual shall
suffer an additional deduction in the
same amount for each month during all
or any part of which such failure con-
tinues after such fourth month;
except that the number of the additional
deductions required by this paragraph
shall not exceed the number of months
in such taxable year for which such in-
dividual received and accepted insurance
l)enefits under section 202 and for which
deductions are imposed under subsec-
tion (b) (2) by reason of such net
earnings from self-employment. If
more than one additional deduction
would be imposed under this paragraph
with respect to a failure by an individual'
to file a report required by paragraph
(1) and such failure is the first for which
any additional deduction is imposed
under this paragraph, only one addi-
tional deduction shall be imposed with
respect to such first failure.
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(3) If the Administrator determines,
on the basis of information obtained by
or submitted to him, that it may reason-
ably be expected that an individual
entitled to benefits under section 202 for
any taxable year will suffer deductions
imposed under subsection (b) (2) by
reason of his net earnings from self-
employment for such year, the Admin-
istrator may, before the close of such
taxable year, suspend the payment for
each month in such year (or for only
such months as the Administrator may
specify) of the benefits payable on the
basis of such individual's wages and self-
employment income; and such suspen-
sion shall remain in effect with respect
to the benefits for any month until the
Administrator has determined whether
or not any deduction is imposed for such
month under subsection (b). The Ad-
ministrator is authorized, before the
close of the taxable year of an individual
entitled to benefits during such year, to
request of such individual that he make,
at such time or times as the Adminis-
trator may specify, a declaration of his
estimated net earnings from self-employ-
ment for the taxable year and that he
furnish to the Administrator such other
information with respect to such net
earnings as the Administrator mnay
specify. A failure by such individual
to comply with any such request shall
inT itself constitute justification for a
determination under this paragraph
that it may reasonably be expected that
the individual will suffer deductions im-
posea under subsection (b) (2) by reason
of his net earnings from self-employ-
ment for such year.
Circumstances Under Which Deductions

Not Required
(h) Deductions by reason of subsec-

tion (b), (f), or (g) shall, notwithstand-
ing the provisions of such subsection, be
made from the benefits to which an
individual is entitled only to the extent
that they reduce the total amount
which would otherwise be paid, on the
basis of the same wages and self-
employment income, to him and the
other individuals living in the same
household.

Deduction With Respect To Certain
Lump Sum Payments

(h) Deductions shall also be made "(i) Deductions shall also be made
from any primary insurance benefit to from any old-age insurance benefit to
which an individual is entitled, or from which an individual is entitled, or from
any other insurance benefit payable with any other insurance benefit payable on
respect to such individual's wages, until the basis of such individual's wages and
such deductions total the amount of any self-employment income, until such
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lump sum paid to such individual under
section 204 of the Social Security Act
in force prior to the date of enactment
of the Social Security Act Amendments
of 1939.

OVERPAYMENTS AND UNDERPAYMENTS

SEC. 204. (a) Whenever an error has
been made with respect to payments to
an individual under this title (including
payments made prior to January 1,
1940), proper adjustments shall be made,
under regulations prescribed by the
Board, by increasing or decreasing sub-
sequent payments to which such in-
dividual is entitled. If such individual
dies before such adjustment has been
completed, adjustment shall be made
by increasing or decreasing subsequent
benefits payable with respect to the
wages which were the basis of benefits
of such deceased individual.

(b) There shall be no adjustment or
recovery by the United States in any
case where incorrect payment has been
made to an individual who is without
fault (including payments made prior
to January 1, 1940), and where adjust-
ment or recovery would defeat the pur-
pose of this title or would be against
equity and good conscience.

(c) No certifying or disbursing officer
shall be held liable for any amount
certified or paid by him to any person
where the adjustment or recovery of
such amount is waived under subsection
(b), or where adjustment under sub-
section (a) is not completed prior to the
death of all persons against whose bene-
fits deductions are authorized.
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deductions total the amount of any
lump sum paid to such individual under
section 204 of the Social Security Act in
force prior to the date of enactment of
the Social Security Act Amendments of
1939.

Attainment of Age Seventy-five
(j) For the purposes of this section,

an individual shall be considered as
seventy-five years of age during the
entire month in which he attains such
age.

OVERPAYMENTS AND UNDERPAYMENTS

SEC. 204. (a) Whenever an error has
been made with respect to payments to
an individual under this title (including
payments made prior to January 1,
1940), proper adjustments shall be
made, under regulations prescribed by
the Administrator, by increasing or de-
creasing subsequent payments to which
such individual is entitled. If such
individual dies before such adjustment
has been completed, adjustment shall
be made by increasing or decreasing sub-
sequent benefits payable with respect
to the 'wages which were the basis of
benefits of such deceased individual.

(b) There shall be no adjustment or
recovery by the United States in any
case where incorrect payment has been
made to an individual who is without
fault (including payments made prior
to January 1, 1940), and where adjust-
ment or recovery would defeat the pur-
pose of this title or would be against
equity and good conscience.

(c) No certifying or disbursing officer
shall be held liable for any amount
certified or paid by him to any person
where the adjustment or recovery of
such amount is waived under subsection
(b), or where adjustment under sub-
section (a) is not completed prior to the
death of all persons against whose bene-
fits deductions are authorized.

EVIDENCE, PROCEDURE, AND CERTIFICA- EVIDENCE, PROCEDURE, AND CERTIFICA-
TION FOR PAYMENT TION FOR PAYMENT

SEC. 205. (a) The Board shall have
full power and authority to make rules
and regulations and to establish proced-
ures, not inconsistent with the provisions
of this title, which are necessary or ap-
propriate to carry out such provisions,
and shall adopt reasonable and proper
rules and regulations to regulate and
provide for the nature and extent of the
proofs and evidence and the method of
taking and furnishing the same in order
to establish the right to benefits here-
under.

SEC. 205. (a) The Administrator shall
have full power and authority to make
rules and regulations and to establish
procedures, not inconsistent with the
provisions of this title, which are neces-
sary or appropriate to carry out such
provisions, and shall adopt reasonable
and proper rules and regulations to regu-
late and provide for the nature and ex-
tent of the proofs and evidence and the
method of taking and furnishing the
same in order to establish the right to
benefits hereunder.
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(b) The Board is directed to make
findings of fact, and decisions as to the
rights of any individual applying for a
payment under this title. Whenever
requested by any such individual or
whenever requested by a wife, widow,
child, or parent who makes a showing in
writing that his or her rights may be
l)rejudiced bI) any decision the Board
has rendered, it shall give such applicant
and such other individual reasonable
notice and opportunity for a hearing
with respect to such decision, and, if a
hearing is held, shall, on the basis of
evidence adduced at the hearing, affirm,
modify, or reverse its findings of fact
and such decision. The Board is fur-
ther authorized, on its own motion, to
hold such hearings and to conduct such
investigations and other proceedings as
it may deem necessary or proper for the
administration of this title. In the
course of any hearing, investigation, or
other proceeding, it may administer
oaths and affirmations, examine wit-
nesses, and receive evidence. Evidence
may be received at any hearing before
the Board even though inadmissible
under rules of evidence apl)licable to
court procedure.

(c) (1) On the basis of information
obtained by or submitted to the Board
and after such verification thereof as
it deems necessary, the Board shall
establish and maintain records of the
amounts of wages paid to each individual
and of the periods in which such wages
were Jpaid and, upon request, shall
inform any indlividlual, or after his
death shall inform the wife, child, or
parent of such individllual, of the amounts
of wages of such individual and the
periods of payments shown by such
records at the time of such request.
Such records shall be evidence, for the
purpose of proceedings before tlhe
Board or any court, of the amounts of
such wages and the periods in which
they were plaid, and the absence of an
entry as to an individual's wages in
such records for any period shall be
evidence that no wages were paid such
individual in such period.
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(b) The Administrator is directed to
make findings of fact, and decisions as
to the rights of any individual applying
for a payment under this title. When-
ever requested by any such individual
or whenever requested by a wife, widow,
former wife divorced, husband, widower,
child, or parent, who makes a showin/m
in writing that. his or her rights may be
prejudiced by an decision the Adminis
trator has rendered, he shall give such
applicant and such other individual
reasonable notice and opportunity for a
hearing with respect to such decision,
and, if a hearing is held, shall, on the
basis of evidence adduced at tlhe hear-
ing, affirm, modify, or reverse his find-
ings of fact and such decision. T'he
Administrator is further authorized, on
his own motion, to hold such hearings
and to conduct such investigations and
other proceedings as lie may deem neces-
sary or proper for the administration of
this title. In the course of any hearing,
investigation, or other proceedings, he
may administer oaths and affirmations,
examine witnesses, and receive evidence
Evidence may be received at any hear.
ing before the Administrator even
though inadmissible under rules of
evidence applicable to court procedure.

(c) (1) For the purposes of this
subsection--

(A) The term "year" means a cal-
endar year when used with respect to
wages and-a taxable year (as defined
in section 211 (e)) when used with
respect to self-employmlelnt income.

(B3) Tile terni "'tine limitation"
means a l)eriod of three years, two
months, and fifteen days.

(C') The term "survivor" nmeans anl
individual's spouse, former wife di-
vorced, child, or parent, who survives
such individual.

(2) On the basis of information ob)-
tained )by or sul)bmitted to the Adminis-
trator, and after such verification thereof
as he deems necessary, the Adminlistra-
tor shall establish and maintain records
of the amounts of wages laid to, and
the amounts of self-employment income
derived by, each individual and of the
periods in which such wages were paid
and such income was derived and, upon
request, shall inform any individual or
his survivor, or any agent designated
by such individual in writing of the
amounts of wages and self-employment
income of such individual and the periods
during which such wages were paid and
such income was derived, as shown by
such records at the time of such request.

(3) The Admiiiistrator's records shall
be evidence for the purpose of proceed-
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(2) After the expiration of the fourth
calendar year following any year in
which wages were paid or are alleged to
have been paid an individual, the rec-
ords of the Board as to the wages of
such individual for such year and the
periods of payment shall be conclusive
for the purposes of this title, except as
hereafter provided.

(3) If, prior to the expiration of such
fourth year, it is brought to the attention
of the Board that any entry of such
wages in such records is erroneous, or
that any item of such wages has been
omitted from the records, the Board
may correct such entry or include such
omitted item in its records, as the case
may be. * * *

(4) After the expiration of such fourth
year, the Board may revise any entry or
include in its records any omitted item of
wages to conform its records with tax
returns or portions of tax returns (in-
cluding information returns, and other
written statements) filed with the Com-
missioner of Internal Revenue under
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ings before the Administrator or any
court of the amounts of wages paid to,
and self-employment income derived by,
an individual and of the periods in
which such wages were paid and such
income was derived. The absence of
an entry in such records as to wages
alleged to have been paid to, or as to
self-employment income alleged to have
been derived by, an individual in any
period shall be evidence that no such
alleged wages were paid to, or that no
such alleged income was derived by,
such individual during such period.

(4) Prior to the expiration of the time
limitation following any year the Ad-
ministrator may, if it is brought to his
attention that any entry of wages or
self-employment income in his records
for such year is erroneous or that any
item of wages or self-employment in-
come for such year has been omitted
from such records, correct such entry or
include such omitted item in his records,.
as the case may be. After the expira-
tion of the time limitation following any
year-

(A) the Administrator's records (with
changes, if any, made pursuant to para-
graph (5)) of the amounts of wages paid
to, and self-employment income derived
by, an individual during any period in
such year shall he conclusive for the
purposes of this title;

(B13) the absence of an entry in the
Administrator's records as to the wages
alleged to have been paid by an em-
ployer to an individual during any
period in such year shall be presumptive
evidence for the purposes of this title
that no such alleged wages were paid to
such individual in such period; and

(C) the absence of an entry in the
Administrator's records as to the self-
employment income alleged to have
been derived by an individual in such
year shall be conclusive for the purposes
of this title that no such alleged self-
employment income was derived by such
individual in such year unless it is shown
that he filed a tax return of his self-
employment income for such year before
the expiration of the time limitation
following such year, in which case the
Administrator shall include in his rec-
ords the self-employment income of such
individual for such year.

(5) After the expiration of the time
limitation following any year in which
wages were paid or alleged to have been
paid to, or self-employment income was
derived or alleged to have been derived
by, an individual, the Administrator
may change or delete any entry with
respect to wages or self-employment
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title VIII of the Social Security Act or
the Federal Insurance Contributions Act
or under regulations made under author-
ity thereof. * * *

CHANGES IN EXISTING LAW

income in his records of such year for
such individual or include in his records
of such year for such individual any
omitted item of wages or self-employ-
ment income but only-

(A) if an application for monthly
benefits or for a lump-sum death pay-
ment was filed within the time limitation
following such year; except that no such
change, deletion, or inclusion may be
made pursuant to this subparagraph
after a final decision upon the applica-
tion for monthly benefits or lump-sum
death payment;

(B) if within the time limitation fol-
lowing such year an individual or his
survivor makes a request for a change or
deletion, or for an inclusion of an omit-
ted item, and alleges in writing that the
Administrator's records of the wages
paid to, or the self-employment income
derived by, such individual in such year
are in one or more respects erroneous;
except that no such change, deletion, or
inclusion may be made pursuant to this
subparagraph after a final decision upon
such request. Written notice of the
Administrator's decision on any such
request shall be given to the individual
who made the request;

(C) to correct errors apparent on the
face of such records;

(D) to transfer items to records of the
Railroad Retirement Board if such items
were credited under this title when they
should have been credited under the
Railroad Retirement Act, or to enter
items transferred by the Railroad Re-
tirement Board which have been cred-
ited under the Railroad Retirement Act
when they should have been credited
under this title;

(E) to delete or reduce the amount of
any entry which is erroneous as a result
of fraud;

(F) to conform his records to tax
returns or portions thereof (including
information returns and other written
statements) filed with the Commissioner
of Internal Revenue under title VIII of
the Social Security Act, under sub-
chapter E of chapter 1 or subchapter A
or E of chapter 9 of the Internal
Revenue Code, or under regulations
made under authority of such title or
subchapter, and to information returns
filed by a State pursuant to an agree-
ment under section 218 or regulations
of the Administrator thereunder; except
that no amount of self-employment
income of an individual for any taxable
year (if such return or statement was
filed after the expiration of the time
limitation following the taxable year)
shall be included in the Administrator's

208



SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW

* * * Written notice of any revi-
sion of any such entry, which is adverse
to the interests of any individual, shall
be given to such individual, in any case
where such individual has previously
been notified by the Board of the amount
of wages and of the period of payments
shown by such entry. * * *

(4) * * * Notice shall be given of
such revision under such conditions and
to such individuals as is provided for
revisions under paragraph (3) of this
subsection. * * *

(3) * * * Upon request in writing
made prior to the expiration of such
fourth year, or within sixty days there-
after, the Board shall afford any indi-
vidual, or after his death shall afford
the wife, child, or parent of such indi-
vidual, reasonable notice and oppor-
tunity for hearing with respect to any
entry or alleged omission of wages of
such individual in such records, or any
revision of any such entry. If a hearing
is held, the Board shall make findings of
fact and a decision based upon the evi-
dence adduced at such hearing and shall
revise its records as may be required by
such findings and decision.

(4) * * * Upon request, notice
and opportunity for hearing with respect
to any such entry, omission or revision,
shall be afforded under such conditions
and to such individuals as is provided in
paragraph (3) hereof, but no evidence
shall be introduced at any such hearing
except with respect to conformity of
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records pursuant to this subparagraph
in excess of the amount which has been
deleted pursuant to this subparagraph
as payments erroneously included in
such records as wages paid to such
individual in such taxable year;

(G) to correct errors made in the
allocation, to individuals or periods, of
wages or self-employment income en-
tered in the records of the Administrator;

(H) to include wages paid during any
period in such year to an individual by
an employer if there is an absence of any
entry in the Administrator's records of
wages having been paid by such em-
ployer to such individual in such period;
or

(I) to enter items which constitute
remuneration for employment under
subsection (o), such entries to be in
accordance with certified reports of
records made by the. Railroad Retire-
ment Board pursuant to section 5 (k) (3)
of the Railroad Retirement Act of 1937.

(6) Written notice of any deletion or
reduction under paragraph (4) or (5)
shall be given to the individual whose
record is involved or to his survivor,
except that (A) in the case of a deletion
or reduction withirespect to any entry
of wages such notice shall be given to
such individual only if he has previously
been notified by the Administrator of
the amount of his wages for the period
involved, and (B) such notice shall be
given to such survivor only if he or the
individual whose record is involved has
previously been notified by the Admin-
istrator of the amount of such individ-
ual's wages and self-employment in-
come for the period involved.

(7) Upon request in writing (within
such period, after any change or refusal
of a request for a change of his records
pursuant to this subsection, as the Ad-
ministrator may prescribe), opportunity
for hearing with respect to such change
or refusal shall be afforded to any in-
dividual or his survivor. If a hearing
is held pursuant to this paragraph the
Administrator shall make findings of
fact and a decision based upon the evi-
dence adduced at such hearing and shall
include any omitted items, or change or
delete any entry, in his records as may
be required by such findings and de-
cision.
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such records with such tax returns and
such other data submitted under such
Title VIII or the Federal Insurance
Contributions Act or under such regu-
lations.

(5) Decisions of the Board under this
subsection shall be reviewable by com-
mencing a civil action in the district
court of the United States as provided
in subsection (g) hereof.

(d) For the purpose of any hearing,
investigation, or other proceeding au-
thorized or directed under this title, or
relative to any other matter within its
jurisdiction hereunder, the Board shall
have power to issue subpoenas requiring
the attendance and testimony of wit-
nesses and the production of any evi-
dence that relates to any matter under
investigation or in question before the
Board. Such attendance of witnesses
and production of evidence at the desig-
nated place of such hearing, investiga-
tion, or other proceeding may be re-

quired from any place in the United
States or in any Territory or possession
thereof. Subpenas of the Board shall
be served by anyone authorized by it
(l) by delivering a copy thereof to the
individual named therein, or (2) by
registered mail addressed to such indi-
vidual at his last dwelling place or prin-
cipal place of business. A verified re-
turn by the individual so serving the
subpena setting forth the manner of
service, or, in the case of service by
registered mail, the return post-office
receipt therefor signed by the individual
so served, shall be proof of service.
Witnesses so subpenaed shall be paid
the same fees and mileage as are paid
witnesses in the district courts of the
United States.

(e) In case of contumacy by, or refusal
to obey a subpena duly served upon, any
person, any district court of the United
States for the judicial district in which
said person charged with contumacy or
refusal to obey is found or resides or
transacts business, upon application by
the Board, shall have jurisdiction to
issue on order requiring such person to
appear and give testimony, or to appear
and produce evidence, or both; any
failure to obey such order of the court
may be punished by said court as con-

tempt thereof.
* * * * *

(g) Any individual, after any final
decision of the Board made after a hear-
ing to which he was a party, irrespective
of the amount in controversy may
obtain a review of such decision by a
civil action commenced within sixty
days after the mailing to him of notice
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(8) Decisions of the Administrator
under this subsection shall be reviewable
by commencing a civil action in the
United States district court as provided
in subsection (g).

(d) For the purpose of any hearing,
investigation, or other proceeding au-
thorized or directed under this title, or
relative to any other matter within his
jurisdiction hereunder, the Administra-
tor shall have power to issue subpenas
requiring the attendance and testimony
of witnesses and the production of any
evidence that relates to any matter
under investigation or in question be-
fore the Administrator. Such attend-
ance of witnesses and production of
evidence at the designated place of such
hearing, investigation, or other proceed-
ing may be required from any place in
the United States or in any Territory or

possession thereof. Subpenas of the
Administrator shall be served by any-
one authorized by him (1) by delivering
a copy thereof to the individual named
therein, or (2) by registered mail ad-
dressed to such individual at his last
dwelling place or principal place of
business. A verified return by the in-
dividual so serving the subpena setting
forth the manner of service, or, in the
case of service by registered mail, the
return post-office receipt therefor signed
by the individual so served, shall be
proof of service. Witnesses so sub-
lenaed shall be paid the same fees and
mileage as are paid witnesses in the
district courts of the United States.

(e) In case of contumacy by, or refusal
to obey a subpena duly served upon, any
person, any district court of the United
States for the judicial district in which
said person charged with contumacy or
refusal to obey is found or resides or
transacts business, upon application by
the Administrator, shall have jurisdic-
tion to issue on order requiring such
person to appear and give testimony, or
to appear and produce evidence, or both;
any failure to obey such order of the
court may be punished by said court as
contempt thereof.

(g) Any individual, after any final
decision of the Administrator made after
a hearing to which he was a party,
irrespective of the amount in contro-
versy, may obtain a review of such
decision by a civil action commenced
within sixty days after the mailing to

210



SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW

of such decision or within such further
time as the Board may allow. Such
action shall be brought in the district
court of the United States for the
judicial district in which the plaintiff
resides, or has his principal place of
business, or, if he does not reside or
have his principal place of business
within any such judicial district, in the
District Court of the United States for
the District of Columbia. As part of
its answer the Board shall file a certified
copy of the transcript of the record
including the evidence upon which the
findings and decision complained of are
based. The court shall have power to
enter, upon the pleadings and transcript
of the record, a judgment affirming,
modifying, or reversing the decision of
lie Board, with or without remanding
the cause for a rehearing. The findings
of the Board as to any fact, if supported
by substantial evidence, shall be coin-
clusive, and where a claim lias been
denied by the Board or a decision is
rendered under subsection (b) hereof
which is adverse to an individual who
was a party to the hearing before the
Board, because of failure of the claim-
ant or such individual to submit proof
in conformity with any regulation pre-
scribed under subsection (a) hereof,
the court shall review only the ques-
tion of conformity with such regu-
lations, and the validity of such regula-
tions. The court shall, on motion of
the Board made before it files its
answer, remand the case to the Board
for further action by the Board and
may, at any time, on good cause shown,
order additional evidence to be taken
before the Board and the Board shall,
after the case is remanded, and after
hearing such additional evidence if so
ordered, modify or affirm its findings of
fact or its decision, or both, and shall
file with the court any such additional
and modified findings of fact and
decision, and a transcript of the addi-
tional record and testimony upon which
its action in modifying or affirming was
based. Such additional ,or modified
findings of fact and decision shall be
reviewable only to the extent provided
for review of the original findings of
fact and decision. The judgment of
the court shall be final except that it
shall be subject to review in the same
manner as a judgment in other civil
actions.

(h) The findings and decision of the
Board after a hearing shall be binding
upon all individuals who were parties
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him of notice of such decision or within
such further time as the Administrator
may allow. Such action shall be
brought in the district court of the
United States for the judicial district
in which tile plaintiff resides, or has his
principal place of business, or, if lie
does not reside or have his principal
place of business within any such judi-
cial district, in the District Court of
the United States for the District (of
Columbia. As part of his answer the
Administrator shall file a certified cop)y
of the transcript of the record including
the evidence upon which the findings
and decision complained of are based.
The court shall have power to enter,
upon the pleadings and transcript of
the record, a judgment affirming, modi-
fying, or reversing the decision of the
Administrator, with or without remand-
ing the cause for a rehearing. The
findings of the Administrator as to any
fact, if supported by substantial evi-
dence, shall be conclusive, and where a
claim has been denied by the Adminis-
trator or a decision is rendered under
subsection (b) hereof which is adverse
to an individual who was a party to the
hearing before the Administrator, be-
cause of failure of the claimant or such
individual to submit proof in conformity
with any regulation prescribed under
subsection (a) hereof, the court shall
review only the question of conformity
with such regulations and the validity
of such regulations. The court shall,
on motion of the Administrator made
before he files his answer, remand the
case to the Administrator for further
action by the Administrator, and may,
at any time, on good cause shown,
order additional evidence to be taken
before the Administrator, and the Ad-
mninistrator shall, after the case is
remanded, and after hearing such addi-
tional evidence if so ordered, modify or
affirm his findings of fact or his decision,
or both, and shall file with the court any
such additional and modified findings
of fact and decision, and a transcript of
the additional record and testimony
upon which his action in modifying or
affirming was based. Such additional
or modified findings of fact and decision
shall be reviewable only to the extent
provided for review of the original
findings of fact and decision. The
judgment of the court shall be final
except that it shall be subject to review
in the same manner as a judgment in
other civil actions.

(h) The findings and decision of the
Administrator after a hearing shall be
binding upon all individuals who were
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to such hearing. No findings of fact
or decision of the Board shall be re-
viewed by any person, tribunal, or
governmental agency except as herein
provided. No action against the United
States, the Board, or any officer or
employee thereof shall be brought under
section 24 of the Judicial Code of the
United States to recover on any claim
arising under this title.

(i) Upon final decision of the Board,
or upon final judgment of any court of
competent jurisdiction, that any person
is entitled to any payment or payments
under this title, the Board shall certify
to the Managing Trustee the name and
address of the person so entitled to
receive such payment or payments, the
amount of such payment or payments,
and the time at which such payment or
payments should be made, and the
Managing Trustee, through the Divi-
sion of Disbursement of the Treasury
Department, and prior to any action
thereon by the General Accounting
Office, shall make payment in accord-
ance with the certification of the Board:
Provided, That where a review of the
Board's decision is or may be sought
under subsection (g) the Board may
withhold certification of payment pend-
ing such review. The Managing Trus-
tee shall not be held personally liable
for any payment or payments made in
accordance with a certification by the
Board.

(j) When it appears to the Board that,
the interest of an applicant entitled to a
payment would be served thereby, cer-
tification of payment may be made,
regardless of the legal competency or
incompetency of the individual entitled
thereto, either for direct payment to
such applicant, or for his use and benefit
to a relative or some other person. -

(k) Any payment made after Decem-
ber 31, 1939, under conditions set forth
in subsection (j), any payment made
before January 1, 1940, to, or on behalf
of, a legally incompetent individual, and
any payment made after l)ecember 31,
1939, to a legally incompetent individual
without knowledge by the Board of in-
competency prior to certification of
payment, if otherwise valid under this
title, shall be a complete settlement and
satisfaction of any claim, right, or
interest. in and to such payment.

(1) The Board is authorized to dele-
gate to any member, officer, or employee
of the Board designated by it any of the
powers conferred upon it by this section,
and is authorized to be represented by
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parties to such hearing. No findings
of fact or decision of the Administratorshall be reviewed by any person, tri-
bunal, or governmental agency except as
herein provided. No action against the
United States, the Administrator, or any
officer or employee thereof shall be
brought under section 24 of the Judicial
Code of the United States to recover on
any claim arising under this title.

(i) Upon final decision of the Admin-
istrator, or upon final judgment of any
court of competent jurisdiction, that
any person is entitled to any payment
or payments under this title, the Ad-
ministrator shall certify to the Manag-
ing Trustee the name and address of the
person so entitled to receive such pay-
ment or payments, the amount of such
payment or payments, and the time at
which such payment or payments should
be made, and the Managing Trustee,
through the Division of Disbursement
of the Treasury Department, and prior
to any action thereon by the General
Accounting Office, shall make payment
in accordance with the certification of
the Administrator: Provided, That where
a review of the Administrator's decision
is or may be sought under subsection (g)
the Administrator may withhold certi-
fication of payment pending such re-
view. The Managing Trustee shall not
be held personally liable for any pay-
ment or payments made in accordance
with a certification by the Administra-
tor.

(j) When it appears to the Adminis-
trator that the interest of an applicant
entitled to a payment would be served
thereby, certification of payment may
be made, regardless of the legal com-
petency or incompetency of the individ-
ual entitled thereto, either for direct,
payment to such applicant, or for his
use and benefit to a relative or some
other person.

(k) Any payment made after Decem-
ber 31, 1939, under conditions set forth
in subsection (j), any payment made
before January 1, 1940, to, or on behalf
of, a legally incompetent individual, and
any payment made after December 31,
1939, to a legally incompetent individual
without knowledge by the Administra-
tor of incompetency prior to certifica-
tion of payment, if otherwise valid under
this title, shall be a complete settlement
and satisfaction of any claim, right, or
interest in and to such payment.

(1) The Administrator is authorized
to delegate to any member, officer, or
employee of the Federal Security Agency
designated by him any of the powers
conferred upon him by this section, and
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its own attorneys in any court in any
case or proceeding arising under the
provisions of subsection (e).

* * * * *

(n) The Board may, in its discretion,
certify to the Managing Trustee any
two or more individuals of the same
family for joint payment of the total
benefits payable to such individuals.

* * * *

SEc. 209 (o) (2) The Social Security
Board shall not make determinations as
to whether an individual has performed
services which are employment by
reason of this subsection, or the periods
of such services, or the amounts of
remuneration for such services, or the
periods in which or for which- such
remuneration was paid but still accept
the determinations-with respect thereto
of the Administrator, War Shipping
Administration, and such agents as he
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is authorized to be represented by his
own attorneys in any court in any case
or proceeding arising under the pro-
visions of subsection (e).

* * * *

(n) The Administrator may, in his
discretion, certify to the Managing
Trustee any two or more individuals of
the same family for joint payment of the
total benefits payable to such individ-
uals.

Crediting of compensation under the
Railroad Retirement Act

(o) If there is no person who would
be entitled, upon application therefor,
to an annuity under section 5 of the
Railroad Retirement Act of 1937, or to
a lump-sum payment under subsection
(f) (1) of such section, with respect to
the death of an employee (as defined in
such Act), then, notwithstanding section
210 (a) (10) of this Act, compensation
(as defined in such Railroad Retirement
Act, but excluding compensation at-
tributable as having been paid during
any month on account of military service
creditable under section 4 of such Act
if wages are deemed to have been paid
to such employee during such month
under section 217 (a) of this Act) of
such employee shall constitute remun-
eration for employment for purposes of
determining (A) entitlement to and the
amount of any lump-sum death pay-
ment under this title on the basis of
such employee's wages or self-employ-
ment income and (B) entitlement to and
the amount of any monthly benefit
under this title, for the month in which
such employee died or for any month
thereafter, on the basis of such wages or
self-employment income. For such pur-
poses, compensation (as so defined) paid
in a calendar year shall, in the absence
of evidence to the contrary, be presumed
to have been paid in equal proportions
with respect to all months in the year in
which the employee rendered services
for such compensation.

Special Rules in Case of Federal Service

(p) (1) With respect to service in-
cluded as employment under section
210 which is performed in the employ
of the United States or in the employ of
any instrumentality which is wholly
owned by the United States, the Admin-
istrator shall not make determinations
as to whether an individual has perform-
ed such service, the periods of such
service, the amounts of remuneration
for such service which constitute wages
under the provisions of section 209, or
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may designate, as evidenced by returns
filed by such Administrator as an em-
ployer pursuant to section 1426 (i) of
the Internal Revenue Code and certifi-
cations made pursuant to this subsec-
tion. Such determinations shall be
final and conclusive.

(3) The Administrator, War Shipping
Administration, is authorized and direc-
ted, upon written request of the Social
Security Board to make certification to
it with respect to any matter determin-
able for the Social Security Board by the
War Shipping Administrator under this
subsection, which the Social Security
Board finds necessary in administering
this title.

SEc. 205 (p) (2) The Social Security
Board shall not make determinations as
to whether an individual has performed
services which are employment by
reason of this subsection, the periods of
such services, the amounts of remuner-
ation for such services which constitutes
"wages" under the provisions of this
section, or the periods in which or for
which such wages were paid, but shall
accept the determinations with respect
thereto of the Administrator, and such
agents as he imay designate, as evidenced
by returns filed by the Administrator as
an employer pursuant to section 1426
(j) of the Internal Revenue Code and
certifications made pursuant to this
sutbsection. Such determinations shall
be final and conclusive.

(3) The Administrator is authorized
and directed, upon written request of
the Board to make certification to it
with respect to any matter determinable
for the Board by the Administrator
under this subsection, which the Board
finds necessary in administering this
title.
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the periods in which or for which such
wages were paid, but shall accept the
determinations with respect thereto of
the head of the appropriate Federal
agency or instrumentality, and-of such
agents as such head may designate, as
evidenced by returns filed in accord-
ance with the provisions of section 1420
(e) of the Internal Revenue Code and
certifications made pursuant to this sub-
section. Such determinations shall be
final and conclusive.

(2) The head of any such agency or
instrumentality is authorized and direct-
ed upon written request of the Admin-
istrator, to make certification to him
with respect to any matter determinable
for the Administrator by such head or
his agents under this subsection, which
the Administrator finds necessary in
administering this title.

(3) The provisions of paragraphs (1)
and (2) shall be applicable in the case of
service performed by a civilian em-
ployee, not compensated from funds
appropriated by the Congress, in the
Army and Air Force ,Exchange Serv-
ice, Army and Air Force Motion Picture
Service, Navy Ship's Service Stores,
Marine Corps Post Exchanges, or other
other activities, conducted by an instru-
mentality of the United States subject
to tile jurisdiction of the Secretary of
Defense, at installations of the National
Military Establishment for the comfort,
pleasure, contentment, and mental and
physical improvement of personnel of
such Establishment; and for purposes
of paragraphs (1) and (2) the Secretary
of Defense shall be deemed to be the
head of such instrumentality.

REPRESENTATION OF CLAIMANTS BEFORE REPRESENTATION OF CLAIMANTS BEFORE
THE BOARD TIlE ADMINISTRATOR

SE(,. 206. The Board may prescribe
rules and regulations governing the
recognition of agents or other persons,
other than attorneys as hereinafter
provided, representing claimants before
the Board, and may require of such
agents or other persons, before being
recognized as representatives of claim-
ants that they shall show that they arc
of good character and in good repute,
possessed of the necessary qualifications
to enable them to render such claimants
valuable service, and otherwise com-
petent to advise and assist such claim-
ants in the presentation of their cases.
An attorney in good standing who is

SEC. 206. The Administralor may
prescribe rules and regulations govern-
ing the recognition of agents or other
persons, other than attorneys as here
inafter provided, representing claimants
before the Administrator, and may
require of such agents or other persons,
before being recognized as representa-
tives of claimants that they shall show
that they are of good character and in
good repute, possessed of the necessary
qualifications to enable them to render
such claimants valuable service, and
otherwise competent to advise and
assist such claimants in the presentation
of their cases. An attorney in good
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admitted to practice before the highest
court of the State, Territory, District,
or insular possession of his residence or
before the Supreme Court of the United
States or the inferior Federal courts,
shall be entitled to represent claimants
before the Board upon filing with the
Board a certificate of his right to so
practice from the presiding judge or
clerk of any such court. The Board
may after due notice and opportunity
for hearing, suspend or prohibit from
further practice before it any such
person, agent, or attorney who refuses
to comply with the Board's rules and
regulations or who violates any provision
of this section for which a penalty is
prescribed. The Board may, by rule
and regulation, prescribe the maximum
fees which may be charged for services
performed in connection with any claim
before the Board under this title, and
any agreement in violation of such rules
and regulations shall be void. Any
person who shall, with ir ent to de-
fraud, in any manner willfully and
knowingly deceive, mislead, or threaten
any claimant or prospective claimant or
beneficiary under this title by word,
circular, letter or advertisement, or who
shall knowingly charge or collect directly
or indirectly any fee in excess of the
maximum fee, or make any agreement
directly or indirectly to charge or collect
any fee in excess of the maximum fee
prescribed by the Board, shall be deemed
guilty of a misdemeanor anid, upon
conviction thereof, shall for each offense
be punished by a fine not exceeding $500
or by imprisonment not exceeding one
year, or both.

* * * * *

PENALTIES

SEc. 208. Whoever, for the l)urpose
of causing an increase in any payment
authorized to be made under this title,
or for the purpose of causing any pay-
ment to be made where no payment is
authorized under this title, shall make
or cause to be made any false statement
or representation (including any false
statement or representation in connec-
tion with any matter arising under the
Federal Insurance Contributions Act)
as to the amount of any wages paid or
received or the period during--which
earned or paid, or whoever makes or
causes to be made any false statement
of a material fact in any application for
any payment under this title, or who-
ever makes or causes to be made any
false state-lment, representation, affi-
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standing who is admitted to practice
before the highest court of the State,
Territory, District, or insular possession
of his residence or before the Supreme
Court of the United States or the
inferior Federal courts, shall be entitled
to represent claimants before the Ad-
ministrator upon filing with the Ad-
ministrator a certificate of his right to
so practice from the presiding judge or
clerk of any such court. The Adminis-
trator may after due notice and oppor-
tunity for hearing, suspend or prohibit
from further practice before him any
such person, agent, or attorney who
refuses to comply with the Administra-
tor's rules and regulations or who
violates any provision of this section for
which a penalty is prescribed. The
Administrator may, by rule and regula-
tion, prescribe the maximum fees which
may be charged for services performed
in connection with any claim before the
Administrator under this title, and any
agreement in violation of such rules
and regulations shall be void. Any
person who shall, with intent to de-
fraud, in any manner willfully and
knowingly deceive, mislead, or threaten,
any claimant or prospective claimant or
beneficiary under this title by word,
circular, letter or advertisement, or who
shall knowingly charge or collect directly
or indirectly any fee in excess of the
maximum fee, or make any agreement
directly or indirectly tc charge or collect
any fee in excess of the maximum fee
prescribed by the Administrator, shall be
deemed guilty of a misdemeanor and,
upon conviction thereof, shall for each
offense be punished by a fine not exceed-
ing $500 or by imprisonment not exceed-
ing one year, or both.

* * * * *

PENALTIES

SEC. 208. Whoever, for the purpose
of causing an increase in any payment
authorized to be made under this title,
or for the purpose of causing any pay-
ment to be made where no payment is
authorized under this title, shall make
or cause to be made any false statement
or representation (including any false
statement or representation in connec-
tion with any matter arising under
subchapter E of chapter 1 or subchapter
A or E of chapter 9 of the Internal
Revenue Code) as to the amount of any
wages paid or received or the period
during which earned or paid, or whoever
makes or causes to be made any false
statement of a material fact in any
application for any payment under this
title, or whoever makes or causes to be
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davit, or-document in connection with
such an application, shall be guilty of
a misdemeanor and upon conviction
thereof shall be fined not more than
$1,000 or imprisoned for not more than
one year, or both.

DEFINITIONS

SEC. 209. When used in this title-
(a) The term "wages" means all

remuneration for employment, includ-
ing the cash value of all remuneration
paid in any medium other than cash;
except that such term shall not include-

(1) That part of the remuneration
which, after remuneration equal to
$3,000 has been paid to an individual by
an employer with respect to employment
during any calendar year prior to 1940,
is paid, prior to January 1, 1947, to such
individual by such employer with respect
to employment during such calendar
year;

(2) That part of the remuneration
which, after remuneration equal to
$3,000 has been paid to an individual
with respect to employment during any
calendar year after 1939, is paid to such
individual, prior to January 1, 1947,
with respect to employment during such
calendar year;

(3) That part of the remuneration
which, after remuneration equal to
$3,000 with respect to employment has
been paid to an individual during any
calendar year after 1946, is paid to such
individual during such calendar year;

* * * * *

(7) Any remuneration paid to an
individual prior to January 1, 1937.

(4) The amount of any payment made
to, or on behalf of, an employee under a
plan or system established by an em-
ployer which makes provision for his
employees generally or for a class or
classes of his employees (including any
amount paid by an employer for insur-
ance or annuities, or into a fund, to
provide for any such payment), on
account of (A) retirement, or (B) sick-
ness or accident disability, or (C) medi-
cal and hospitalization expenses in con-
nection with sickness or accident dis-
ability, or (D) death, provided the
employee (i) has not the option to
receive, instead of provision for such
death benefit, any part of such pay-
ment or, if such death benefit is insured,
any part of the premiums (or contribu-
tions to premiums) paid by his employ-
er, and (ii) has not the right, under the
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made any false statement, representa-
tion, affidavit, or document in connec-
tion with such an application, shall be
guilty of a misdemeanor and upon con-
viction thereof shall be fined not more
than $1,000 or imprisoned for not more
than one year, or both.

DEFINITION OF WAGES

SEC. 209. For the purposes of this
title, the term "wages" means remunera-
tion paid prior to 1951 which was wages
for the purposes of this title under the
law applicable to the payment of such
remuneration, and remuneration paid
after 1950 for employment, including
the cash value of all remuneration paid
in any medium other than cash; except
that, in the case of remuneration paid
after 1950, such term shall not include-

(a) That part of the remuneration
which, after remuneration (other than
remuneration referred to in the suc-
ceeding subsections of this section)
equal to $3 000 with respect to employ-
ment has been paid to an individual
during any calendar year, is paid to such
individual during such calendar year;

(b) The amount of any payment (in-
cluding any amount paid by an em-
ployer for insurance or annuities, or
into a fund, to provide for any such
payment) made to, or on behalf of, an
employee or any of his dependents under
a plan or system established by an
employer which makes provision for his
employees generally (or for his em-
ployees generally and their dependents)
or for a class or classes of his employees
(or for a class or classes of his employees
and their dependents), on account of
(1) retirement, or (2) sickness or acci-
dent disability, or (3) medical or hos-
pitalization expenses in connection with
sickness or accident disability, or (4)
death;

(c) Any payment made to an em-
ployee (including any amount paid by
an employer for insurance or annuities,
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provisions of the plan or system or
policy of insurance providing for such
death benefit, to assign such benefit, or
to receive a cash consideration in lieu
of such benefit either upon his with-
drawal from the plan or system pro-
viding for such benefit or upon ter-
mination of such plan or system or
policy of insurance or of his employment
with such employer;

(5) The payment by an employer
(without deduction from the remuner-
ation of the employee) (A) of the tax
imposed upon an employee under sec-
tion 1400 of the Internal Revenue Code
or (B) of any payment required from
an employee under a State unemploy-
ment compensation law,

(6) Dismissal payments which the
employer is not legally required to make,
or

* * * * *

(b) The term "employment" means
any service performed after December
31, 1936, and prior to January 1, 1940,
which was employment as defined in
section 210 (b) of the Social Security
Act prior to January 1, 1940 (except
service performed by an individual after
he attained the age of sixty-five if per-
formed prior to January 1, 1939), and
any service, of whatever nature, per-
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or into a fund, to provide for any such
payment) on account of retirement;

(d) Any payment on account of sick-
ness or accident disability, or medical or
hospitalization expenses in connection
with sickness or accident disability,
made by an employer to, or on behalf
of, an employee after the expiration of
six calendar months following the last
calendar month in which the employee
worked for such employer;

(e) Any payment made to, or on
behalf of, an employee or his beneficiary
(1) from or to a trust exempt from tax
under section 165 (a) of the Internal
Revenue Code at the time of such pay-
ment unless such payment is made to
an employee of the trust as remunera-
tion for services rendered as such em-
ployee and not as a beneficiary of the
trust, or (2) under or to an annuity
plan which, at the time of such pay-
ment, meets the requirements of sec-
tion 165 (a) (3), (4), (5), and (6) of
such code;

(f) The payment by an employer
(without deduction from the remunera-
tion of the employee) (1) of the tax im-
posed upon an employee under section
1400 of the Internal Revenue Code, or
(2) of any payment required from an
employee under a State unemployment
compensation law;

(g) Remuneration paid in any me-
dium other than cash to an employee
for service not in the course of the em-
ployer's trade or business or for domes-
tic service in a private home of the
employer;

(h) Remuneration paid in any me-
dium other than cash for agricultural
labor; or

(i) Any payment (other than vaca-
tion or sick pay) made to an employee
after the month in which he attains
retirement age (as defined in section 216
(a)), if he did not work for the employer
in the period for which such payment
is made.

DEFINITION OF EMPLOYMENT

SEC. 210. For the purposes of this
title-

Employment
(a) The term "employment" means

any service performed after 1936 and
._prior to 1951 which was employment
for the purposes of this title under the
law applicable to the period in which
such service was performed, and any
service, of whatever nature, performed
after 1950 either (A) by an employee
for the person employing him, irrespec-
tive of the citizenship or residence of
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formed after December 31, 1939, by aneither, (i) within the United States, or
employee for the person employing him, (ii) on or in connection with an Ameri-
irrespective of the citizenship or resi- can vessel or American aircraft under
dence of either, (A) within the United a contract of service which is entered
States, or (B) on or in connection with into within the United States or during
an American vessel under a contract of the performance of which and while the
service which is entered into within the employee is employed on the vessel or
United States or during the perform- aircraft it touches at, a port in the
ance of which the vessel touches at a United States, if the employee is em-
port in the United States, if the em- played on and in connection with such
ployee is eml)loyed on and in connec- vessel or aircraft when outside the
tion with such vessel when outside the United States, or (B) outside the United
United States, except- States by a citizen of the United States

as an employee for an American em-
- loyer (as defined in subsection (e));

except that, in the case of service per-
formed after 1950, such term shall not

-include-
(1) Agricultural labor (as defined in (1) (A) Agricultural labor (as define(l

subjection (e) of this section); in subsection (f) of this section) per-
formed in any calendar quarter by an
eml)loyee, unless the cash remuneration
paid for such labor is $50 or more and
such labor is performed for an employer
)by an individual who is regularly em-
ployed by such employer to perform
such agricultural labor. For the pur-
poses of this paragraph, an individual
shall be deemed to be regularly em-
ployed by an employer during a cal-
endar quarter only if (i) on each of some
sixty days during such quarter such
individual performs agricultural labor
for such employer for some portion of
the day, or (ii) such individual was
regularly employed (as determined
tender clause (i)) by such employer
in the performance of such labor dur-
ing the preceding calendar quarter;

(B) Service performed in connection
with the production or harvesting of
any comnlodity defined as anr agricul-
tural commodity in section 15 (g) of
the Agricultural Marketing Act, as
amended, or in connection with the
ginning of cotton;

(2) I)omestic service in a private (2) Domestic service performed in a
home, local-~melt club. or local chapter local college club, or local chapter of a
of a college fraternity or sorority; college fraternity or sorority, by a

student who is enrolled and is regularly
attending classes at a school, college, or
university;

(3) Casual labor not in the course of (3) Service not in the course of the
the employer's trade of business; employer's trade or business performed

in any calendar quarter by an employee,
unless the cash remuneration paid for
such service is $50 or more and such
service is performed by an individual
who is regularly employed by such
employer to perform such service. For
the purposes of this paragraph, an
individual shall be deemed to be regu-
larly employed by an employer during a
calendar quarter only if (A) on each of
some,.twenty-four days during such
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(4) Service performed by an individual
in the employ of his son, daughter, or
spouse, and service performed by a child
under the age of twenty-one in tile em-
ploy of his father or mother;

(5) Service performed onll or in con-
nection with a vessel lnot an American
Vessel by an employee, if the employee
is employed oil and il connection with
such vessel when outside the United
States;

(6) Service performed in the employ
of the United States Government, or of
all instrumentality of the United States
which is (A) wholly owned by the
United States, or (B) exempt from the
tax imposed by section 1410 of the
Internal Revenue Code by virtue of any
other provision of law;

(o) (1) OFFIC1.1,R AND M\IMBEIRs OF
C(RI.WS EMPLO(YED BY XWAR SHIPPING
ADMINISISTRA'ION.-T]he term "employ-
mentc" shall include such service as is
determined by the Administrator, War
Shipping Administration, to he per-
formed after September 30, 1941, arnd
prior to the termination of title I of the
First War Powers Act, 1941, on -or in
connection with any vessel by an officer
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quarter such individual performs for
such el)ployer for some portion of the
day service not in the course of the
employer's trade or business, or (}B) if
such individual was regularly employed
(as determined under clause (A)) by
such employer in the performance of
such service during the preceding calen-
dar quarter. As used in this I)aragraph,
the term "service not in the course of the
employer's trad(le or business" includes
domestic service in a private home of the
employer;

(4) Service performedl}y an individual
in the employ of his son;, daughter, or

spouse, and(l service l)erform)ed by a child
under the age of twenty-one in the em-
ploy of his father or mother;

(5) Service p)erforne(l by all individual
on or iln connection witli a vessel not an
American vessel, or on or i connection
with an aircraft not anl American air-
craft, if t lie i(lividlual is employed on
and in connection with such vessel or
aircraft when outside thle United States;

(6) Service performed in tlie employ
of any instrumentality of the United
States, if such instrumentality is exempt
from thle tax imposed by section 14 10 of
the Intiernial Revelnue Code by virtue of
anly provision of law which specifically
refers to such section in granting such
exempll)tiolI;

(7) (A) Service l)erformned in tlie em-
ploy of the United States, if such serv-
ice is covere(l by a retirement system
established I)3' a law of thle ULlited
States or by the agency for which sl(uch
service is p)crforme(d;

(B) Service performed( ii the employ
of anyv ilnstrimnenttalityv of the United(
States, if such service is covered by a
retirellient syst emmi established by a law
of tlie United States;

(C) Service performed in tlie employ
of an instrumentality of tlie United
States which is either' wholly owned or

hliichl, but for the provisions of section
1412 of tie Internal Rtevenue Code,
would t)e exempl)t from tlihe tax imposed
by section 1410 of such code and was
exempt from the tax imposed by section
1 10 of sueh code on D)ecember 31, 1950,
except that tile provisions of thllis sul)-
paragraph shall Iot be applicable to-

(i) service performed in the employ of
a national farm loan association, a pro-
duction credit association, a State,
county, or community committee under
the Production and Marketing Admin-
istration, a Federal credit union, the
Bonneville Power Administrator, or the
United States Maritime Commission; or

(ii) service performed in the employ of
the Tennessee Valley Authority unless
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or member of the crew as an employee
of the United States employed through
the War Shipping Administration or, in
respect of such service performed before
February 11, 1942, the United States
Maritime Commission, but shall not
include any such service performed (1)
under a contract entered into without
the United States and during the per-
formance of which the vessel does not
touch at a port in the United States, or
(2) on a vessel documented under the
laws of any foreign country and bare-
boat chartered to the War Shipping Ad-
ministration.

(p) (1) The term "employment" shall
include such service as is determined by
the Bonneville Power Administrator
(hereinafter called the Administrator)
to be performed after December 31,
1945, by a laborer, mechanic, or work-
man, in connection with construction
work or the operation and maintenance
of electrical facilities, as an employee
performing service for the Administra-
tor, but shall not include any service
performed by such a laborer, mechanic,
.or workman to whom the Act of May
29, 1930 (46 Stat. 468), as amended,
applies.

* * * * *
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such service is covered by a retirement
system established by such authority; or

(iii) service performed by a civilian
employee, not compensated from funds
appropriated by the Congress, in uhe
Army and Air Force Exchange Service,
Army and Air Force Motion Picture
Service, Navy Ship's Service Stores,
Marine Corps Post Exchanges, or other
activities, conducted by an instrumen-
tality of the United States subject to the
jurisdiction of the Secretary of Defense,
at installations of the National Military
Establishment for the comfort, pleasure,
contentment, and mental and physical
improvement of personnel of such
Establishment;

(D) Service performed in the employ
of the United States or in the employ
of any instrumentality of the United
States, if such service is performed-

(i) as the President or Vice President
of the United States or as a Member,
Delegate, or Resident Commissioner, of
or to the Congress;

(ii) in the legislative branch;
(iii) in the field service of the Post

Office Department unless performed by
any individual as an employee who is
excluded by Executive order from the
operation of the Civil Service Retire-
ment Act of 1930 because he is serving
under a temporary appointment pending
final determination of eligibility for per-
manent or indefinite appointment;

(iv) in or under the Bureau of the
Census of the Department of Commerce
by temporary employees employed for
the taking of any census;

(v) by any individual as an employee
who is excluded by Executive order from
the operation of the Civil Service Re-
tirement Act of 1930 because he is paid
on a contract or fee basis;

(vi) by any individual as an employee
receiving nominal compensation of $12
or less per annum;

(vii) in a hospital, home, or other
institution of the United States by a
patient or inmate thereof;

(viii) by any individual as a consular
agent appointed under authority of
section 551 of the Foreign Service Act
of 1946 (22 U. S. C., sec. 951);

(ix) by any individual as an employee
included under section 2 of the Act of
August 4, 1947 (relating to certain
interns, student nurses, and other
student employees of hospitals of the
Federal Government; 5 U. S. G., see.
1052);

(x) by any individual as an employee
serving on a temporary basis in case
of fire, storm, earthquake, flood, or
other emergency;
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(7) Service performed in the employ
of a State, or any political subdivision
thereof, or any instrumentality of any
one or more of the foregoing which is
wholly owned by one or more States or

political subdivisions; and any, service
performed in the employ of any instru-
mentality of one or more States or
political subdivisions to the extent that
the instrumentality is, with respect to
such service, immune under the Con-
stitution of the United States from the
tax imposed by section 1410 of the
Internal Revenue Code;

(8) Service performed in the employ
of a corporation, community chest,
fund, or foundation, organized and
operated exclusively for religious, charit-
able, scientific, literary, or educational
purposes, or for the prevention of
cruelty to children or animals, no part
of the net earnings of which inures to
the benefit of any private shareholder or
individual, and no substantial part of
the activities of which is carrying on

propaganda, or otherwise attempting,
to influence legislation;

(9) Service performed by an indi-
vidual as an employee or employee
representative as defined in section
1532 of the Internal Revenue Code;
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(xi)[by any individual as an employee
who is employed under a Federal relief
program to relieve him from unemploy-
ment; or

(xii) as a member of a State, county,
or community committee under the
Production and Marketing Administra-
tion or of any other board, council,
committee, or other similar body, unless
such board, council, committee, or
other body is composed exclusively of
individuals otherwise in the full-time
employ of the United States;

(8) Service (other than service in-
cluded under an agreement under
section 218) performed in the employ of
a State, or any political subdivision
thereof, or any instrumentality of any
one or more of the foregoing which is
wholly owned by one or more States or
political subdivisions; and any service
(other than service included under an
agreement under section 218) performed
in the employ of any instrumentality
of one or more States or political sub-
divisions to the extent that the instru-
mentality is, with respect to such
service, immune under the Constitution
of the United States from the tax im-
posed by section 1410 of the Internal
Revenue Code;

(9) (A) Service performed by a duly
ordained, commissioned, or licensed
minister of a church in the exercise of
his ministry or by a member of a reli-
gious order in the exercise of duties
required by such order:

(B) Service in the employ of-
(i) a corporation, fund, or foundation

which is exempt from income tax under
section 101 (6) of the Internal Revenue
Code and is organized and operated
primarily for religious purposes; or

(ii) a corporation, fund, or foundation
which is exempt from income tax under
section 101 (6) of-the Internal Revenue
Code and is owned and operated by one
or more corporations, funds, or founda-
tions included under clause (i) hereof;
unless such service is performed on or
after the first day of the calendar
quarter following the calendar quarter
in which such corporation, fund, or
foundation files (whether filed on, before,
or after January 1, 1951, with the
Commissioner of Internal Revenue a
statement that it desires to have the
insurance system established by this
title extended to services performed by
its employees;

(10) Service performed by an indi
vidual as an employee or employee
representative as defined in section
1532 of the Internal Revenue Code;
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(10) (A) Service performed in any (11) (A) Service performed in any
calendar quarter in the employ of any calendar quarter in the employ of any
organization exeml)t from income tax organization exempt from income tax
under section 101 of the Internal under section 101 of the Internal
Revenue Code, if- Revenue Code, if the remuneration for

(i) the remuneration for such service such service is less'than $50;
does not exceed $45, or

(ii) such service is in connection with
the collection of dues or premiums for a
fraternal beneficiary society, order, or
association, and is performed away from
the home office, or is ritualistic service
in connection with any such society,
order, or association, or

(iii) such service is performed by a
student who is enrolled and is regularly
atten(ling classes at a school, college, or
university;

(B13) Service perforined in the employ
of an agricultural or horticultural organ-
ization exempt from income tax under
section 101 (1) of the Internal Revenue
Code;

(C) Servicelperformed in the employ
of a voluntary employees' beneficiary
association providing for the payment
of life, sick, accident, or other benefits
to the inembers of such association or
their dependents, if (i) no part of its net
earnings inilr(s (other than through such
payments) to the benefit of any private
shareholders or ind(lividual, and (ii) 85
per centuni or more of the income con-
sists of amounts collected from members
for the sole purpose of making such
payments and meeting expenses;

(I)) Service performed in the employ
of a voluntary employees' beneficiary
association providing for the payment
of life, sick, accident, or other benefits
to the members of such association or
their dependents or their designated
beneficiaries, if (i) admission to mem-
bership in such association is limited
to individuals who are officers or em-
lloyces of the United States Govern-
ment, and (ii) no part of the net earnings
of such association inures (other than
through such payments) tq the benefit
of any l)rivate shareholder or individual;

(E) Service performed in any calen- (B) Service performed in the employ
dar quarter in the employ of a school, of a school, college, or university if such
college, or university, not exempt from service is performed by a student who
income tax under section 101 of the In- is enrolled and is regularly attending
tcrnal Revenue Code, if such service is classes at such school, college, or
l)erformed by a student who is enrolled university;
and is regularly attending classes at such
school, coi;ege, or university, and the
remuneration for such service does not
exceed $45 (exclusive of room, board,
and tuition);

(11) Service performed in the employ (12) Service performed in the employ
of a foreign government (including serv- of a foreign government (including serv-
ice as a consular or other officer or em- ice as a consular or other officer or em-
ployee or a nondiplomatic representa- ployee or a nondiplomatic representa-
tive); tive);
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(12) Service performed in the employ
of an instrumentality wholly owned by
a foreign government-

(A) If the service is of a character
similar to that perforlned in foreign
countries by employees of the United
States Government or of an instrumen-
tality thereof; and

(B) If the Secretary of State shall
certify to the Secretary of the Treasury
that the foreign government, with re-

spect to whose instrumentality and em-

ployees thereof exemption is claimed,
grants an equivalent exemption with
respect to similar service performed in
the foreign country by employees of the
United States Government and of
instrumentalities thereof;

(13) Service performed as a student
nurse in the employ of a hospital or a
nurses' training school by an individual
who is enrolled and is regularly attend-
ing classes in a nurses' training school
chartered or approved pursuant to
State law; and service performed as an
intern in the employ of a hospital by
an individual who has completed a four
years' course in a medical school char-
tered or approved pursuant to State law;

(14) Service performed by an indi-
vidual in (or as an officer or member of
the crew of a vessel while it is engaged
in) the catching, taking, harvesting,
cultivating, or farming of any kind of
fish, shellfish, crustacea, sponges, sea-

weeds, or other aquatic forms of animal
and vegetable life (including service
performed by any such individual as an
ordinary incident to any such activity),
except (A) service performed in connec-
tion with the catching or taking of
salmon or halibut, for commercial pur-
poses, and (B) service performed on or
in connection with a vessel of more than
ten net tons (determined in the manner

provided for determining the register
tonnage of merchant vessels under the
laws of the United States);

(15) (A) Service performed by an
individual under the age of eighteen in
the delivery or distribution of news-

l)apers or shopping news, not including
delivery or distribution to any point for
subsequent delivery or distribution;

(B) Service performed by an indi-
vidual in, and at the time of, the sale
of newspapers or magazines to ultimate
consumers, under an arrangement under
which the newspapers or magazines are
to be sold by him at a fixed l)rice his
compensation being based on the reten-
tion of the excess of such price over tlhe
amount at which the newspapers or

magazines are charged to him, whether
or not he is guaranteed a minimum
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(13) Service performed in the employ
of an instrumentality wholly owned by
a foreign government-

(A) If the service is of a character
similar to that performed in foreign
countries by employees of the United
States Government or of an instrumen-
tality thereof; and

(B) If the Secretary of State shall
certify to the Secretary of the Treasury
that the foreign government, with re-

spect to whose instrumentality and em-

)loyees thereof exemption is claimed,
grants an equivalent exemption with
respect to similar service performed in
tlhe foreign country by employees of the
United States (Government and of
instrumentalities thereof;

(14) Service performed as a student
nurse in the empl)loy of a hospital or a
nurses' training school by an individual
who is enrolled and is regularly attend-
ing classes in a nurses' training school
chartered or approved pursuant to
State law; and service performed as an
intern in the employ of a hospital by
an individual who has completed a four
years' course in a medical school char-
tered or approved pursuant to State law;

(15) Service performed by an indi-
vidual in (or as an officer or member of
the crew of a vessel while it is engaged
ill) the catching, taking, harvesting,
cultivating, or farming of any kind of
fish, shellfish, crustacea, sponges, sea-
weeds, or other aquatic forms of animal
and vegetable life (including service
performed by any such individual as an
ordinary incident to any such activity),
except (A) service performed in connec-
tion with the catching or taking of
salmon or halibut, for commercial pur-
poses, and (B) service performed on or
in connection with a vessel of more than
ten net tons (determined in the manner
provided for determining the register
tonnage of merchant vessels under the
laws of the United States);

(16) (A) Service performed by an
individual under the age of eighteen in
the delivers or distribution of news-
papers or shopping news, not including
delivery or distribution to any point for
subsequent delivery or distribution;

(B) Service performed by an indi-
vidual in, and at the time of, the sale of
llews)al)ers or magazines to ultimate
conslnl(ers, unlldler anl arrangement unllder
which the newspapers or magazines are
to be sold by lim at a fixed price, his
compll)elsation l)einlg based on the reten-
tion of the excess of such price over the
amount at which the newspapers or
magazines are charged to him, whether
or not lie is guaranteed a minimum
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amount of compensation for such serv-
ice, or is entitled to be credited with
the unsold newspapers or magazines
turned back; or

(16) Service performed in the employ
of an international organization entitled
to enjoy privileges, exemptions, and
immunities as an international organi-
zation under the International Organi-
zations Immunities Act.

(c) If the services performed during
one-half or more of any pay period by an
employee for the person employing him
constitute employment, all the services
of such employee for such period shall
be deemed to be employment; but if the
services performed during more than
one-half of any such pay period by an
employee for the person employing him
do not constitute employment, then
none of the services of such employee
for such period shall be deemed to be
employment. As used in this subsec-
tion the term "pay period" means a
period (of not more than thirty-one con-
secutive days) for which a payment of
remuneration is ordinarily made to the
employee by the person employing him.
This subsection shall not be applicable
with respect to services performed in a
pay period by an employee for the person
employing him, where any of such serv-
ice is excepted by paragraph (9) of sub-
section (b).

(d) The term "American vessel"
means any vessel documented or num-
bered under the laws of the United
States; and includes any vessel which
is neither documented or numbered
under the laws of the United States
nor documented under the laws of any
foreign country, if its crew is employed
solely by one or more citizens or resi-
dents of the United States or corpora-
tions organized under the laws of the
United States or of any State.

* * * * *
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amount of compensation for such serv-
ice, or is entitled to be credited with
the unsold newspapers or magazines
turned back; or

(17) Service performed in the employ
of an international organization entitled
to enjoy privileges, exemptions, and
immunities as an international organi-
zation under the International Organi-
zations Immunities Act (59 Stat. 669).

Included and Excluded Service

(b) If the services performed during
one-half or more of any pay period by
an employee for the person employing
him constitute employment, all the
services of such employee for such period
shall be deemed to be employment; but
if the services performed during more
than one-half of any such pay period by
an employee for the person employing
him do not constitute employment, then
none of the services of such employee
for such period shall be deemed to be
employment. As used in this subsec-
tion, the term "pay period" means a
period (of not more than thirty-one
consecutive days) for-which a payment
of remuneration is ordinarily made to
the employee by the person employing
him. This subsection shall not be ap-
plicable with respect to services per-
formed in a pay period by an employee
for the person employing him, where any
of such service is excepted by paragraph
(10) of subsection (a).

American Vessel

(c) The term "American vessel"
means any vessel documented or num-
bered under the laws of the United
States; and includes any vessel which is
neither documented or numbered under
the laws of the United States nor docu-
mented under the laws of any foreign
country, if its crew is employed solely
by one or more citizens or residents of
the United States or corporations or-
ganized under the laws of the United
States or of any State.

American Aircraft

(d) The term "American aircraft"
means an aircraft registered under the
laws of the United States.

American employer
(e) The term "American employer"

means an employer which is, (1) the
United States or any instrumentality
thereof, (2) a State or any political
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(1) The term "agricultural labor" in-
cludes all service performed-

(1) On a farm, in the employ of any
person, in connection with cultivating
the soil, or in connection with raising or
harvesting any agricultural or horti-
cultural commodity, including the rais-
ing, shearing, feeding, caring for, train-
ing, and management of livestock, bees,
poultry, and fur-bearing animals and
wildlife.

(2) In the employ of the owner or
tenant or other operator of a farm, in
connection with the operation, manage-
ment, conservation, improvement, or
maintenance of such farm and its tools
and equipment, or in salvaging timber
or clearing land of brush and other debris
left by a hurricane, if the major part of
such service is performed on a farm.

(3) In connection with the produc-
tion or harvesting of maple sirup or
maple sugar or any commodity defined
as an agricultural commodity in section
15 (g) of the Agricultural Marketing
Act, as amended, or in connection with
the raising or-harvesting of mushrooms,
or in connection with the hatching of
poultry, or in connection with the gin-
ning of cotton, or in connection with the
operation or maintenance of ditches,
canals, reservoirs, or waterways used
exclusively for supplying and storing
water for farming purposes.

(4) In handling, planting, drying,
packing, packaging, processing, freezing,
grading, storing, or delivering to storage
or to market or to a carrier for trans-
portation to market, any agricultural or
horticultural commodity; but only if
such service is performed as an incident
to ordinary farming operations or, in
the case of fruits and vegetables, as an
incident to the preparation of such
fruits or vegetables for market. The
provisions of this paragraph shall not
be deemed to be applicable with respect
to service performed in connection with
commercial canning or commercial freez-
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subdivision thereof, or any instrumen-
tality of any one or more of the foregoing,
(3) an individual who is a resident of the
United States, (4) a partnership, if
two-thirds or more of the partners are
residents of the United States, (5) a
trust, if all of the trustees are residents
of the United States, or (6) a corporation
organized under the laws of the United
States or of any State.

Agricultural Labor
(f) The term "agricultural labor" in-

cludes all service performed-
(1) On a farm, in the employ of any

person, in connection with cultivating
the soil, or in connection with the raising
or harvesting any agricultural or horti-
cultural commodity, including the rais-
ing, shearing, feeding, caring for,
training, and management of livestock,
bees, poultry, and fur-bearing animals
and wildlife.

(2) In the employ of the owner or
tenant or other operator of a farm, in
connection with the operation, manage-
ment, conservation, improvement, .or
maintenance of such farm and its tools
and equipment, or in salvaging timber
or clearing land of brush and other debris
left by a hurricane, if the major part of
such service is performed on a farm.

(3) In connection with the production
or harvesting of any commodity defined
as an agricultural commodity in section
15 (g) of the Agricultural Marketing
Act, as amended, or in connection with
the ginning of cotton, or in connection
with the operation or maintenance of
ditches, canals, reservoirs, or waterways
not owned or operated for profit, used
exclusively for supplying and storing
water for farming purposes.

(4) (A) In the employ of the operator
of a farm in handling, planting, drying,
packing, packaging, processing, freezing,
grading, storing, or delivering to storage
or to market or to a carrier for trans-
portation to market, in its unmanufac-
tured state, any agricultural or horti-
cultural commodity; but only if such
operator produced more than one-half
of the commodity with respect to which
such service is performed.

225



SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW

ing or in connection with any agricul-
tural or horticultural commodity after
its delivery to a terminal market for
distribution for consumption.

As used in this subsection, the term
"farm" includes stock, dairy, poultry,
fruit, fur-bearing animal, and truck
farms, plantations, ranches, nurseries,
ranges, greenhouses or other similar
structures used primarily for the raising
of agricultural or horticultural com-
modities, and orchards.

* * * * *

[SEc. 1101.] (a) When used in this Act--
(1) The term "State" includes Alaska,

Hawaii, and the District of Columbia,
and when used in Title V includes
Puerto Rico and the Virgin Islands.

CHANGES IN EXISTING LAW

(B) In the employ of a group of opera-
tors of farnis (other than a cooperative
organization) in the performance of
service described in subparagraph (A),
but only if such operators produced all
of the commodity with respect to which
such service is performed. For the
purposes of this subparagraph, any
unincorporated group of operators shall
be deemed a cooperative organization
if the number of operators comprising
such group is more than twenty at any
time during the calendar quarter in
which such service is performed.

(5) On a farm operated for profit if
such service is not in the course of the
employer's trade or business or is
domestic service in a private home of
the employer.
The provisions of subparagraphs (A)
and (B) of paragraph (4) shall not be
deemed to be applicable with respect
to service performed in connection with
commercial canning or commercial
freezing or in connection with any
agricultural or horticultural commodity
after its delivery to a terminal market
for distribution for consumption.

Farm

(g) The term "farm" includes stock,
dairy, poultry, fruit, fur-bearing animal,
and truck farms, plantations, ranches,
nurseries, ranges, greenhouses or other
similar structures used primarily for the
raising of agricultural or horticultural
commodities, and orchards.

State

(h) The term "State" includes Alaska,
Hawaii, the District of Columbia, and
the Virgin Islands; and on and after the
effective date specified in section 219
such term includes Puerto Rico.

United States

[SEC. 1101. (a)] (2) The term "United (i) The term "United States" when
States" when used in a geographical used in a geographical sense means the
sense means the States, Alaska, Hawaii, States, Alaska, Hawaii, the District of
and the District of Columbia. Columbia, and the Virgin Islands; and

* * * * * on and after the effective date specified
in section 219 such term includes Puerto
Rico.

Citizen of Puerto Rico

(j) An individual who is a citizen of
Puerto Rico (but not otherwise a citizen
of the United States) and who is not a
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[Sec. 1101 (a)] (6) The term "em-
ployee" includes an officer of a corpora-
tion, but such term does not include (1)
any individual who, under the usual
common-law rules applicable in deter-
mining the employer-employee relation-
ship, has the status of an independent
contractor or (2) any individual (except
an officer of a corporation) who is not
an employees under such common-law
rules.
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resident of the United States shall not be
considered, for the purposes of this sec-
tion, as a citizen of the United States
prior to the effective date specified in
section 219.

Employee
(k) The term "employee" means-
(1) any officer of a corporation; or
(2) any individual who, under the

usual common law rules applicable in
Determining the employer-employee re-
ationship, has the status of an em-
ployee; or

(3) any individual (other than an
individual who is an employee under
paragraph (1) or (2) of this subsection)
who performs services for remuneration
for any person-

(A) as an agent-driver or commission-
driver engaged in distributing meat
products, bakery products, or laundry
or dry-cleaning services; or

(B) as a full-time life insurance sales-
man; if the contract of service con-
templates that substantially all of such
services are to be performed personally
by such individual; except that an
individual shall not be included in the
term "employee" under the provisions
of this paragraph if such individual has
a substantial investment in facilities
used in connection with the performance
of such services (other than in facilities
for transportation), or if the services
are in the nature of a single transaction
not part of a continuing relationship
with the person for whom the services
are performed.

SELF-EMPLOYMENT

SEc. 211. For the purposes of this
title-

Net Earnings From Self-Employment
(a) The term "net earnings from self-

employment" means the gross income,
as computed under chapter 1 of the
Internal Revenue Code, derived by an
individual from any trade or business
carried on by such individual, less the
deductions allowed under such chapter
which are attributable to such trade or
business, plus his distributive share
(whether or not distributed) of the
ordinary net income or loss, as com-
puted under section 183 of such code,
from any trade or business carried on
by a partnership of which he is a mem-
ber; except that in computing such gross
income and deductions and such dis-
tributive share of partnership ordinary
net income or loss-
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(1) There shall be excluded rentals
from real estate (including personal
property leased with the real estate)
and deductions attributable thereto,
unless such rentals are received in the
course of a trade or business as a real-
estate dealer;

(2) There shall be excluded income
derived from any trade or business in
which, if the trade or business were
carried on exclusively by employees, the
major portion of the services would con-
stitute agricultural labor as defined in
section 210 (f); and there shall be ex-
cluded all deductions attributable to
such income;

(3) There shall be excluded dividends
on any share of stock, and interest on
any bond, deventure, note, or certificate,
or other evidence of indebtedness, issued
with interest coupons or in registered
form by any corporation (including one
issued by a government or political sub-
division thereof) unless such dividends
and interest (other than interest de-
scribed in section 25 (a) of the Internal
Revenue Code) are received in the
course of a trade or business as a dealer
in stocks or securities;

(4) There shall be excluded any gain
or loss (A) which is considered under
chapter 1 of the Internal Revenue Code
as gain or loss from the sale or exchange
of a capital asset, (B) from the cutting or
disposal of timber if section 117 (j) of
such code is applicable to such gain or
loss, or (C) from the sale, exchange,
involuntary conversion, or other dis-
position of property if such property
is neither (i) stock in trade or other
property of a kind which would properly
be includible in inventory if on hand
at the close of the taxable year, nor
(ii) property held primarily for sale to
customers in the ordinary course of the
trade or business;
, (5) The deduction for net operating

losses provided in section 23 (s) of such
code shall not be allowed;

(6) (A) If any of the income derived
from a'trade or business (other than
a trade or business carried on by a
partnership) is community income under
community property laws applicable to
such income, all of the gross income and
deductions attributable to such trade
or business shall be treated as the gross
income and deductions of the husband
unless the wife exercises substantially
all of the management and control of
such trade or business, in which case
all of such gross income and deductions
shallibe treated as the gross income and
deductions of the wife;
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(B) If any portion of a partner's dis-
tributive share of the ordinary net
income or loss from a trade or business
carried on by a partnership is com-
munity income or loss under the com-
munity property laws applicable to such
share, all of such distributive share shall
be included in computing the net earn-
ings from self-employment of such
partner, and no part of such share shall
be taken into account in computing
the net earnings from self-employment
of the spouse of such partner;

(7) In the case of any taxable year
beginning on or after the effective date
specified in section 219, (A) the term
"possession of the United States" as
used in section 251 of the Internal
Revenue Code shall not include Puerto
Rico, and (B) a citizen or resident of
Puerto Rico shall compute his net earn-
ings from self-employment in the same
manner as a citizen of the United States
and without regard to the provisions
of section 252 of such code.
If the taxable year of a partner is dif-
ferent from that of the partnership, the
distributive share which he is required
to include in computing his net earnings
from self-employment shall be based
upon the ordinary net income or loss
of the partnership for any taxable year
of the partnership (even though begin-
ning prior to 1951) ending within or
with his taxable year.

Self-Employment Income

(b) The term "self-employment in-
come" means the net earnings from
self-employment derived by an individ-
ual (other than a nonresident alien
individual) during any taxable year
beginning after 1950; except that such
term shall not include-

(1) That part of the net earnings
from self-employment which is in excess
of: (A) $3,000, minus (B) the amount
of the wages paid to such individual
during the taxable year;,or

(2) The net earnings from self-em-
ployrnent, if such net earnings for the
taxable year are less than $400.
In the case of any taxable year beginning
prior to the effective date specified in
section 219, an individual who is a citi-
zen of Puerto Rico (but not otherwise
a citizen of the United States) and who
is not a resident of the United States
during such taxable year shall be con-
sidered, for the purposes of this subsec-
tion, as a nonresident alien individual.
An individual who is not a citizen of the
United States but who is a resident of
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the Virgin Islands or (after the effective
datespecified in section 219) a resident
of PVuerto Rico shall not, for the purposes
of this subsection, be considered to be
a nonresident alien individual.

Trade or Business

(c) The term "trade or business," when
used with reference to self-employment
income or net earnings from self-employ-
ment, shall have the same meaning as
when used in section 23 of the Internal
Revenue Code, except that such term
shall not include-

(1) The performance of the functions
of a public office;

(2) The performance of service by an
individual as an employee (other than
service described in section 210 (a) (16)
(B) performed by an individual who has
attained the age of eighteen);

(3) The performance of service by an
individual as an employee or employee
representative as defined in section 1532
of the Internal Revenue Code;

(4) The performance of service by a

duly ordained, commissioned, or licensed
minister of a church in the exercise of
his ministry or by a member of a reli-
gious order in the exercise of duties re-
(juired by such order; or

(5) The performance of service by an
individual in the exercise of his profes-
sion as a physician, lawyer, dentist,
osteopath, veterinarian, chiropractor,
naturopath, optometrist, Christian Sci-
ence practitioner, architect, certified
p)ub)lic accountant, or professional engi-
neer; or the performance of such service
by a partnerships).

Partnership and Partner

(d) The term "partnership" and the
term "partner" shall have the same

meaning as when used in supplement F
of chapter 1 of the Internal Revenue
Code.

Taxable Year

(e) The term "taxable year" shall
have the samni meaning as when used
in chapter 1 of the Internal Revenue
Code; and the taxable year of any indi-
vidual shall be a calendar year unless he
has a different taxable year for the pur-
poses of chapter 1 of such code, in which
case his taxable year for thile purposes of
this title shall be the same as his taxable
year under such chapter 1.

CRIEDITING OF SELF-EIMPLOYMENT
INCOME TO CALENDAI QUARQUTERS

SEC. 212. For the purposes of deter-
mining average monthly wage and
quarters of coverage the amount of self-
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[Sec. 209] (g) * * *
As used in this subsection, and in

subsection (h) of this section, the term
"quarter" and the term "calendar
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employment income derived during any
taxable year shall be credited to calen-
dar quarters as follows:

(a) In the case of a taxable year which
is a calendar year the self-employment
income of such taxable year shall be
credited equally to each quarter of such
calendar year.

(b) In the case of any other taxable
year the self-employment income shall
be credited equally to the calendar
quarter in which such taxable year ends
and to each of the next three or fewer
preceding quarters any part of which is
in such taxable year.

QUARTER AND QUARTER OF COVERAGE

Definitions

SEC. 213. (a) For the purposes of this
months ending on March 31, June title h

. .

September 30, or December 31; and () The term"quarter", and the term
:erm "quarter of coverage" means a calend arquarter, means a period of
idar quarter in which the individual threc calendar monthsendingon March
been paid not less than $50 in 31, June 30, September 30, or December

es. * * * In any case where an 31.
vidual has been paid in a calendar (2) (A) Thc term "quarter of cover-
$3,000 or more in wages, each age means, in the case of any quarter

-ter of such year following his first occurring prior to 1951, a quarter in
*ter of coverage shall be deemed a which the individual has been paid $50
,ter of coverage, excepting alnp or more in wages. In the case of any
rter in such year in which such individual who has been paid, in a
vidual dies or becomes entitled to a calendar year prior to 1951, $3,000 or

ary insurance benefit and any more in wages each quarter of such year

ter succeeding such quarter inwhich following his first quarter of coverage
edorbecamesoentedshall be deemed a-quartcer of coverage,
edbecameentitledexcepting any quarter in such year in

* * * * * lIwhich such individual died or became
entitled to a primary insurance benefit
and any quarter succeeding such quarter
in which he died or became so entitled.

(B) The term "quarter of coverage"
means, in the case of a quarter occurring
after 1950, a quarter in which the
individual has been paid $50 or more in
wages or for which he has been credited
(as determined under section 212) with
$100 or more of self-employment income,
except that-

(i) no quarter after the quarter in
which such individual died shall be a

quarter of coverage;
(ii) if the wages paid to any individual

in a calendar year equal or exceed $3,000,
each quarter of such year shall (subject
to clause (i)) be a quarter of coverage;

(iii) if an individual has self-employ-
ment income for a taxable year, and if
the sum of such income and the wages
paid to him during such taxable year
equals $3,000, each quarter any part of
which falls in such years shall lie a

quarter of coverage; and
(iv) no quarter shall be counted as a

quarter of coverage prior to the begin-
ning of such quarter.
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(r) With respect to wages paid to an
individual in the six-month periods
commencing either January 1, 1937, or
July 1, 1937--(A) if wages of not less than
$100 were paid in any such period, one-
half of the total amount thereof shall
be deemed to have been paid in each of
the calendar quarters in such period;
and (B) if wages of less than $100 were
paid in any such period, the total amount
thereof shall be deemed to have been paid
in the latter quarter of such period, except
that if in any such period, the individual
attained age sixty-five, all of the wages
paid in such period shall be deemed to
have been paid before such age was
attained.

* * * * *
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Crediting of Wages Paid in 1937

(b) With respect to wages paid to an
individual in the six-month periods
commencing either January 1, 1937, or
July 1, 1937, (A) if wages of not less than
$100 were paid in any such period,
one-half of the total amount thereof
shall be deemed to have been paid in
each of the calendar quarters in such
period, and (B) if wages of less than $100
were paid in any such period, the total
amount thereof shall be deemed to have
been paid in the latter quarter of such
period, except that if in any such period,
the individual attained age sixty-five.
all of the wages paid in such period shall
be deemed to have been paid before such
age -. as attained.

INSURED STATUS FOR PURPOSES OF OLD-
AGE AND SURVIVORS INSURANCE BENE-
FITS

SEC. 214. For the purposes of this
title-

Fully insured individual
(g) The term "fully insured individ- (a) (1) In the case of any individual

ual" means any individual with respect who died prior to the first day of the
to whom it appears to the satisfaction of second calendar month following the
the Board that- month in which this section was enacted,

(1) He had not less than one quarter the term "fully insured individual"
of coverage for each two of the quarters means any individual who had not less
elapsing after 1936, or after the quarter than one quarter of coverage (whenever
in which he attained the age of twenty- acquired) for each two of the quarters
one, whichever quarter is later, and up elapsing after 1936, or after the quarter
to but excluding the quarter in which he in which he attained the age of twenty-
attained the age of sixty-five, or died, one, whichever is later, and up to but
whichever first occurred, and in no case excluding the quarter in which he at-
less than six quarters of coverage; or tained retirement age, or died, whichever

(2) He had at least forty quarters of first occurred, except that in no case
coverage. shall an individual be a fully insured

* * * * * individual unless he has at least six
When the number of quarters specified quarters of coverage.

in paragraph (1) of this subsection is an (2) In the case of any individual who
odd number, for purposes of such para- did not die prior to the first day of the
graph such number shall be reduced second calendar month following the
rone

number shall be reduced
month in which this section was enacted,byone. the term "fully insured individual"

* * * * * means any individual who had not less
than-

(A) one quarter of coverage (whether
acquired before or after such day) for
each two of the quarters elapsing after
1950, or after the quarter in which he
attained the age of twenty-one, which-
ever is later, and up to but excluding the
quarter in which lie attained retirement
age, or died, whichever first occurred,
except that in no case shall an individual
be a fully insured individual unless he
has at least six quarters of coverage; or

(B) forty quarters of coverage.
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(h) The term "currently insured
individual" means any individual with
respect to whom it appears to the satis-
faction of the Administrator that he had
not less than six quarters of coverage
during the period consisting of the
quarter in which he died and the twelve
quarters immediately preceding such
quarter.

* * * * *

(e) The term "primary insurance
benefit" means an amount equal to the
sum of the following-

(1) (A) 40 per centum of the amount
of an individual's average monthly wage
if such average monthly wage does not
exceed $50, or (B) if such average
monthly wage exceeds $50, 40 per
centum of $50, plus 10 per centum of
the amount by which such average
monthly wage exceeds $50 and does not
exceed $250, and

(2) an amount equal to 1 per centum
of the amount computed under para-
graph (1) multiplied by the number of
years in which $200 or more of wages
were paid to such individual. Where
the primary insurance benefit thus com-

puted is less than $10, such benefit shall
be $10.

(f) The term "average monthly wage"
means the quotient obtained by dividing
the total wages paid an individual before
the quarter in which he died or became
entitled to receive primary insurance

CHANGES IN EXISTING LAW

(3) When the number of elapsed
quarters specified in paragraph (1) or

(2) (A) is an odd number, for purposes
of such paragraph such number shall be
reduced by one.

Currently Insured Individual

(b) The term "currently insured indi-
vidual" means any individual who had
not less than six quarters of coverage
during the thirteen-quarter period end-
ing with (1) the quarter in which he
died, (2) the quarter in which he became
entitled to old-age insurance benefits, or
(3) the quarter in which he became
entitled to primary insurance benefits
under this title as in effect prior to the
enactment of this section.

COMPUTATION OF PRIMARY INSURANCE
'AMOUNT

SEC. 215. For the purposes of this title-

Primary Insurance Amount

(a) (1) The primary insurance
amount of an individual who attained
age twenty-two after 1950 and with
respect to whom not less than six of the
quarters elapsing after 1950 are quarters
of coverage shall be 50 per centum of
the first $100 of his average monthly
wage plus 15 per centum of the next
$150 of such wage. When the primary
insurance amount thus computed is less
than $25 it shall be increased to $25
except in the case of an individual whose
average monthly wage is less than $34,
in which case his primary insurance
amount thus computed shall be in-
creased to $20.

(2) The primary insurance amount of
an individual who attained age twenty-
two prior to 1951 and with respect to
whom not less than six of the quarters
elapsing after 1950 are quarters of cover-

age shall be whichever of the following
is the larger-

(A) the amount computed as pro-
vided in paragraph (1) of this subsec-
tion; or

(B) the amount determined for him
by use of the conversion table under
subsection (c).

(3) The primary insurance amount of
any other individual shall be the amount
determined for him by use of the con-
version table under subsection (c).

Average Monthly Wage

(b) (1) An individual's "average
monthly wage" (for purposes of subsec-
tion (a)) means the quotient obtained
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benefits, whichever first occurred, by
three times the number of quarters
elapsing after 1936 and before such
quarter in which lihe died or became so
entitled, excluding any quarter prior to
the quarter in which he attained the age
of twenty-two duringg which he was paid
less than $50 of wages and any quarter,
after the quarter in which he attained
age sixty-five, occurring prior to 1939.

* *

CHANGES IN EXISTING LAW

by dividing the total of his wages and
self-employment income after his start-
ing date (determined under paragraph
(2)) and prior to his closing (late (deter-
mined under paragraph (3)), by the
number of months elapsing after such
starting date and prior to such closing
date excluding from such elapsed months
any month in any quarter prior to the
quarter in which he attained the age of
twenty-one which was not a quarter of
coverage.

(2) An individual's "starting date"
shall be December 31, 1950, or the day
preceding the quarter in which he
attained the age of twenty-two, which-
ever results in the higher average
monthly wage.

(3) (A) Except to the extent provided
in paragraphs (B) and (C), an indi-
vidual's "closing date" shall be the first
(lay of the second quarter preceding the
quarter in which he died or became en-
titled to old-age insurance benefits,
whichever first occurred.

(B) If the number of months elapsing
after an individual's starting date and
prior to his closing date, as determined
under subparagraph (A), is less than
eighteen, his closing date shall be the
first day of the quarter in which he died
or became entitled to old-age insurance
benefits, whichever first occured.

(C) In the case of an individual who
died or became entitled to old-age in-
surance benefits after the first quarter in
which he both was fully insured and
had attained retirement age, the deter-rination of his closing date under sub-
paragraphs (A) and (B) shall be made
as though he became entitled to old-age
insurance benefits in such first quarter,
but only if it would result in a higher
average monthly wage for such in-
dividual.

(4) Notwithstanding the preceding
provisions of this subsection, in comput-
ing an individual's average monthly
wage, there shall not be taken into
account any self-employment income of
such individual for taxable years ending
in or after the month in which he became
entitled to old-age insurance benefits or
died, whichever first occurred.

Determinations Made by Use of
Conversion Table

the

(c) (1) The amount referred to in
paragraph (3) and clause (B) of para-
graph (2) of subsection (a) for an indi-
vidual shall be the amount appearing
in column II of the following table on
the line on which in column I appears
his primary insurance benefit (deter-
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mined as provided in subsection (d));
and his average monthly wage shall, for
purposes of section 203 (a), be the
amount appearing on such line in
column III.

I |I II

Primary insur-
ance benefit
(as deter-
milned under
subsection
(d)

$10-
$11
$12.

$14-
$15 ------.---.
$16

$128 ..--...-
$19 .

$20----------..
$21---
$22----------
$23 .----------

$24.----------
$25-----------
$26:---- ..-

$27-----------
$28 -----------
$29-----------
$30-----------
$31 --- .------
$32---------.
$33-----------

$35- ....--

$36
$37-----------
$38-----------
$39-.----
$40------
$41 .....

$42----------

$44
$45-----------
$46--........

Primary
insurance
amount

$20. 00
22. 00
24. 00
28. 00
29. 50
31. 00
32. 50
34. 00
35. 00
36. 00
37. 00
38. 50
40. 50
43. 00
46. 00
48. 50
50. 90
52. 40
53. 80
55. 00
56. 20
57. 40
58. 60
59. 80
61. 00
62. 20
63. 40
64. 40
65. 50
66. 50
67. 60
68. 60
69. 70
70. 70
71. 60
72. 50
72. 50

III

Assumed
average
monthly
wage for
purpose of
conmputin g
maximum
benefits

$50. 00
52. 00
54. 00
56. 00
59. 00
62. 00
65. 00
68. 00
70. 00
72. 00
74. 00
77. 00
81. 00
86. 00
92. 00
97. 00

106. 00
116. 00
125. 00
133. 00
141. 00
149. 00
157. 00
165. 00
173. 00
181. 00
189. 00
196. 00
203. 00
210. 00
217. 00
224. 00
231. 00
238. 00
244. 00
250. 00
250. 00

(2) In case the primary insurance
benefit of an individual (determined as
provided in subsection (d)) falls be-
tween the amounts on any two consecu-
tive lines in column I of the table, the
amount referred to in paragraph (3) and
clause (B) of paragraph (2) of subsec-

235



236 SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW CHANGES IN EXISTING LAW
tion (a) for such individual, and his
average monthly wage for purposes of
section 203 (a), shall be determined in
accordance with regulations of the
Administrator designed to obtain results
consistent with those obtained for indi-
viduals whose primary insurance bene-
fits are shown in column I of the table.

Primary Insurance Benefit for Pur-
poses of Conversion Table

(d) For the purposes of subsection
(c), the primary insurance benefits of
individuals shall be determined as
follows:

(1) In the case of any individual who
was entitled to a primary insurance
benefit for the first month following the
month in which this section was enacted,
his primary insurance benefit shall, ex-
cept as provided in paragraph (2), be
the primary insurance benefit to which
he was so entitled.

(2) In the case of any individual to
whom paragraph (1) is applicable and
who is a World War II veteran or in the
first month following the month in
which this section was enacted rendered
services for wages of $15 or more, his
primary insurance benefit shall be which-
ever of the following is larger: (A) the
primary insurance benefit to which he
was entitled for such first month follow-
ing the month in which this section was
enacted, or (B) his primary insurance
benefit for such month recomputed,
under section 209 (q) of the Social
Security Act as in effect prior to the
enactment of this section, in the same
manner as if such individual had filed
application for and was entitled to a
recomputation for such month, except
that in making such- recomputation
section 217 (a) shall be applicable if such
individual is a World War II veteran.

(3) In the case of any individual who
(lied prior to the second calendar month
following the month in which this sec-
tion was enacted, his primary insurance
benefit shall be determined as provided
in this title as in effect prior to the en-
actment of this section, except that
section 217 (a) shall be applicable, in
lieu of section 210 of this Act as in
effect prior to the enactment of this
section, but only if it results in a larger
primary insurance benefit.

(4) In the case of any other individ-
ual, his primary insurance benefit shall
be determined as provided in this title
as in effect prior to the enactment of this
section, except that-

(A) The computation of such benefit
shall be based on the total of his wages
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(q) Subject to such limitation as may
be prescribed by regulation, the Admin-
istrator shall determine (or upon appli-
cation shall recompute) the amount of
any monthly benefit as though applica-
tion for such benefit (or for recomputa-
tion) had been filed in the calendar
quarter in which, all other conditions of
entitlement being met, an application

CHANGES IN EXISTING LAW

and self-employment income after 1936
and prior to his closing date (as defined
in subsection (b)), and the provisions
of paragraph (4) of subsection (b) shall
also be applicable to such computation.

(B) For purposes of such computa-
tion, the date he became entitled to old-
age insurance benefits shall be deemed
to be the date he became entitled to
primary insurance benefits.

(C) The 1 per centum addition pro-
vided for in section 209 (e) (2) of this
Act as in effect prior to the enactment
of this section shall be applicable only
with respect to calendar years prior to
1951.

(D) The provisions of subsection (e)
shall be applicable to such computation.
Certain Wages and Self-Employment

Income Not To Be Counted

(e) For the purposes of subsections
(b) and (d) (4)-

(1) in computing an individual's
average monthly wage there shall not
be counted, in the case of any calendar
year after 1950, the excess over $3,000
of (A) the wages paid to him in such
year, plus (B) the self-employment
income credited to such year (as
determined under section 212); and

(2) if an individual's averagemonthly
wage computed under subsection (b) or
for the purposes of subsection (d) (4)
is not a multiple of $1, it shall be reduced
to the next lower multiple of $1.

Average Monthly Wage for Computing
Maximum Benefits

(f) For the purposes of section 203 (a)
the average monthly wage of any indi-
vidual whose primary insurance amount
is computed under subsection (a) (2)
shall be whichever of the following is the
larger:

(1) The average monthly wage com-

puted in accordance with subsection
(b); or

(2) The average monthly wage as
derived from column III of the table in
subsection (c).

Recomputation of Benefits

(g) (1) After an individual's primary
insurance amount has been determined
under this section, there shall be no

recomputation of such individual's pri-
mary insurance amount except as pro-
vided in this subsection or, in the case of
a World War II veteran who (lies after
the calendar month following the month
in which this section was enacted and
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for such benefit would have yielded the
highest monthly rate of benefit. This
subsection shall not authorize the pay-
ment of a benefit for any month for
which no benefit would, apart from this
subsection, be payable, or, in the case of
recomputation of a benefit, of the
recomputed benefit for any month prior
to the month for which application for
recomputation is filed.

* * * * *

CHANGES IN EXISTING LAW

prior to July 27, 1954, as provided in
section 217 (b).

(2) Upon application by an individual
entitled to old-age insurance benefits,
the Administrator shall recompute his
primary insurance amount if application
therefor is filed after the twelfth month
for which deductions under paragraph
(1) or (2) of section 203 (b) have been
imposed (within a period of thirty-six
months) with respect to such benefit,
not taking into account any month prior
to the second month following the month
in which this section was enacted or prior
to the earliest month for which the last
previous computation of his primary
insurance amount was effective, and if
not less than six of the quarters elapsing
after 1950 and prior to the quarter in
which he filed such application are
quarters of coverage. A recomputation
under this paragraph shall be made only
as provided in subsection (a) (1) and
shall take into account only such wages
and self-employment income as would
be taken into account under subsection
(b) if the month in which application for
recomputation is filed were deemed to
be the month in which the individual
became entitled to old-age insurance
benefits. Such recomputation shall be
effective for and after the month in
which such application for recomputa-
tion is filed.

(3) (A) Upon application by an
individual entitled to old-age insurance
benefits, filed at least six months after
the month in which he became so en-
titled, the Administrator shall recom-
pute his primary insurance amount.
Such recomputation shall be made in the
manner provided in the preceding sub-
sections of this section for computation
of such amount except that his closing
date for purposes of subsection (b) shall
be deemed to be the first day of the
quarter in which he became entitled to
old-age insurance benefits. Such re-
computation shall be effective for and
after the first month in which he became
entitled to old-age insurance benefits.

(B) Upon application by a person
entitled to monthly benefits on the
basis of the wages and self-employment
income of an individual who died after
the first calendar month following the
month in which this section was enacted,
the Administrator shall recompute such
individual's primary insurance amount,
if such application is filed at least six
months after the month in which such
individual died or became entitled to
old-age insurance benefits, whichever
first occurred. Such recomputation shall
be made in the manner provided in the
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preceding subsections of this section for
computation of such amount except that
his closing date for purposes of subsec-
tion (b) shall be deemed to be the first
day of the quarter in which he died or
became entitled to old-age insurance
benefits, whichever first occurred. Such
recomputation shall be effective for and
after the month in which such person
who filed the application for recomputa-
tion became entitled to such monthly
benefits. No recomputation under this
paragraph shall affect the amount of the
lump-sum death payment under sub-
section (i) of section 202 and no such
recomputation shall render erroneous
any such payment certified by the
Administrator prior to the effective date
of the recomputation.

(4) Upon the death after the first
calendar month following the month in
which this section was enacted of an
individual entitled to old-age insurance
benefits, if any person is entitled to
monthly benefits, or to a lump-sum
death payment, on the basis of the
wages and self-employment income of
such individual, the Administrator shall
recompute the decedent's primary in-
surance amount, but (except as pro-
vided in paragraph (3) (B)) only if-

(A) the decedent would have been
entitled to a recomputation under para-
graph (2) if he had filed application
therefor in the month in which he died;
or

(B) the decedent during his lifetime
was paid compensation which is treated,
under section 205 (o), as remuneration
for employment.
If the recomputation is permitted by
subparagraph (A), the recomputation
shall be made (if at all) as though he
had filed application for a recomputa-
tion under paragraph (2) in the month
in which he died, except that such re-
computation shall include any com-
pensation (described in section 205 (o))
paid to him prior to the closing date

Xwhich would have been applicable under
such paragraph. If recomputation is
permitted by subparagraph (B), the
recomputation shall take into account
only the wages and self-employment
income which were taken into account
in the last previous computation of his
primary insurance amount and the com-
pensation (described in section 205 (o))
paid to him prior to the 'closing date
applicable to such computation. If both
of the preceding sentences are applicable
to an individual, only the recomputa-
tion which results in the larger primary
insurance amount shall be made.
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(i) The term "wife" means the wife
of an individual who either (1) is the
mother of such individual's son or
daughter, or (2) was married to him
for a period of not less than thirty-six
months immediately preceding the
month in which her application is
filed.

(j) The term "widow" (except when
used in section 202 (g)) means the
surviving wife of an individual who
either (1) is the mother of such in-
dividual's son or daughter, or (2) was
married to him prior to the beginning of
the twelfth month before the month in
which he died.

CHANGES IN EXISTING LAW

(5) Any recomputation under this
subsection shall be effective only if such
recomputation results in a higher pri-
mary insurance amount. No such
recomputation shall, for the purposes of
section 203 (a), lower the average
monthly wage.

Rounding of Benefits

(h) The amount of any primary in-
surance amount and the amount of any
monthly benefit computed under sec-
tion 202 which, after reduction under
section 203 (a), is not a multiple of
$0.10 shall be raised to the next higher
multiple of $0.10.

OTHER DEFINITIONS

Sec. 216. For the purposes of this
title-

Retirement Age
(a) The term "retirement age" means

age sixty-five.
Wife

(b) The term "wife" means the wife
of an individual, but only if she (1) is
the mother of his son or daughter, or

(2) was married to him for a period of
not less than three years immediately
preceding the day on which her ap-
plication is filed.

Widow

(c) The term "widow" (except when
used in section 202 (i)) means the sur-
viving wife of an individual, but only
if she (1) is the mother of his son or

daughter, (2) legally adopted his son
or daughter while she was married to
him and while such son or daughter was
under the age of eighteen, (3) was
married to him at the time both of them
legallyiadopted a child under the age of
eighteen, or (4) was married to him for
a period of not less than one year im-
mediately prior to the day on which he
died.

Former,Wife Divorced

(d) The term "former wife divorced"
means a woman divorced from an
individual, but only if she (1) is the
mother of his son or daughter, (2) legally
adopted his son or daughter while she
was married to him and while such son
or daughter was under the age of
eighteen, or (3) was married to him at
the time both of then legally adopted a
child.under the age of eighteen.
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(k) The term "child' means (1) the
child of an individual, and (2) in the case
of a living individual, a stepchild or
adopted child who has been such step-
child or adopted child for thirty-six
months immediately preceding the
month in which application for child's
benefits is filed, and (3) in the case of a
deceased individual, a stepchild or
adopted child who was such stepchild
or adopted child for twelve months
immediately preceding the month in
which such individual died.

* * * * *

(m) In determining whether an appli-
cant is the wife, widow, child, or parent
of a fully insured or currently insured
individual for purposes of this title, the
Board shall apply such law as would be
applied in determining the devolution
of intestate personal property by the
courts of the State in which such insured
individual is domiciled at the time such
applicant files application, or if such
insured individual is dead, by the courts
of the State in which he was domiciled
at the time of his death, or if such in-
sured individual is or was not so domi-
ciled in any State, by the courts of the
District of Columbia. Applicants who
according to such law would have the

67079-50-----16
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Child

(e) The term "child" means (1) the
child of an individual, and (2) in the case
of a living individual, a stepchild or
adopted child who has been such step-
child or adopted child for not less than
three years immediately preceding the
day on which application for child's
benefits is filed, and (3) in the case of a
deceased individual, (A) an adopted
child, or (B) a stepchild who has been
such stepchild for not less than one year
immediately preceding the day on which
such individual died. In determining
whether an adopted chlid has met the
length of time requirement in clause
(2), time spent in the relationship of
stepchild shall be counted as time spent
in the relationship of adopted child.

Husband

(f) The term "husband" means the
husband of an individual, but only if he
(1) is the father of her son or daughter,
or (2) was married to her for a period of
not less than three years immediately
preceding the day on which his applica-
tion is filed.

Widower

(g) The term "widower" (except
when used in section 202 (i)) means the
surviving husband of an individual,
but only if he (1) is the father of her son
or daughter, (2) legally adopted her son
or daughter while he was married to her
and while such son or daughter was
under the age of eighteen, (3) was mar-
ried tor.her at the time both of them
legally adopted a child under the age of
eighteen, or (4) was married to her for
a period of not less than one year im-
mediately prior to the day on which
she died.

Determination of Family Status

(h) (1) In determining whether an
applicant is the wife, husband, widow,
widower, child, or parent of a fully in-
sured or currently insured individual for
purposes of this title, the Administrator
shall apply such law as would be applied
in determining the devolution of intes-
tate personal property by the courts of
the State in which such insured individ-
ual is domiciled at the time such appli-
cant files application, or, if such insured
individual is dead, by the courts of the
State in which he was domiciled at the
time of his death, or if such insured
individual is or was not so domiciled in
any State by the courts of the District
of Columbia. Applicants who accord-
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same status relative to taking intestate
personal property as a wife, widow,
child, or parent shall be deemed such.

(n) A wife shall be deemed to be living
with her husband if they are both mem-
bers of the same household, or she is
receiving regular contributions from him
toward her support, or he has been
ordered by any court to contribute to
her support; and a widow shall be
deemed to have been living with her
husband at the time of his death if they
were both members of the same house-
hold on the date of his death, or she was
receiving regular contributions from him
toward her support on such date, or he
had been ordered by any court to con-
tribute to her support.

CHANGES IN EXISTING LAW

ing to such law would have the same
status relative to taking intestate per-
sonal property as a wife, husband,
widow, widower, child, or parent shall
be deemed such.

(2) A wife shall be deemed to be living
with her husband if they are both mem-
bers of the same household, or she is
receiving regular contributions from him
toward her support, or he has been
ordered by any court to contribute to
her support; and a widow shall be
deemed to have been living with her
husband at the time of his death if they
were both members of the same house-
hold on the date of his death, or she
was receiving regular contributions from
him toward her support on such date,
or lie had been ordered by any court to
contribute to her support.

(3) A husband shall be deemed to be
living with his wife if they are both
members of the same household, or he
is receiving regular contributions from
her toward his support, or she has been
ordered by any court to contribute to
his support; and a widower shall be
deemed to have been living with his wife
at the time of her death if they were
both members of the same household
on the date of her deatl, or he was
receiving regular contributions from her
toward his support on such date, or she
had been ordered by any court to con-
tribute to his support.

BENEFITS IN CASE OF WORLD WAR II
VETERANS

SEC. 217. (a) (1) For purposes of
determining entitlement to and the
amount of any monthly benefit for any
month after the first month following
the month in which this section was

enacted, or entitlement to and the
amount of any lump-sum death payment
in case of a death after such first month,
payable under this title on the basis of
the wages or self-employment income of
any World War II veteran, such veteran
shall be deemed to have been paid
wages (in addition to the wages, if any,
actually paid to him) of $160 in each
month during any part of which he
served in the active military or naval
service of the United States during
World War II. This subsection shall
not be applicable in the case of any
monthly benefit or lump-sum death
payment if-

(A) a larger such benefit or payment,
as the case may be, would be payable
without its application;

(B) a benefit (other than a benefit
payable in a lump sum unless it is a
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commutation of, or a substitute for,
periodic payments) which is based, in
whole or in part, upon the active mili-
tary or naval service of such veteran
during World War II is determined by
any agency or wholly owned instru-
mentality of the United States (other
than the Veterans' Administration) to be
payable by it under any other law of the
United States or under a system
established by such agency or in-
strumentality.

(2) Upon application for benefits or
a lump-sum death payment on the
basis of the wages and self-employment
income of any World War II veteran,
the Federal Security Administrator shall
make a decision without regard to clause
(B) of paragraph (1) of this subsection
unless he has been notified by the Civil
Service Commission that, on the basis
of the military or naval service of such
veteran during World War II, a benefit
described in clause (B) of paragraph (1)
has been determined to be payable by
some other agency or wholly owned
instrumentality of the United States.
The Federal Security Administrator
shall thereupon report such decision to
the Civil Service Commission. The
Commission shall then ascertain whether
in such case some other agency or
wholly owned instrumentality of the
United States has decided that a benefit
described in clause (B) of paragraph (1)
is payable .by it. If in any such case
such a decision has been made or is
thereafter made, the Commission shall
so notify the Federal Security Adminis-
trator, and the Administrator shall
certify no further benefits for payment
or shall recompute the amount of any
further benefits payable, as may be
required by paragraph (1) of this sub-
section. Any payments theretofore cer-
tified by the Federal Security Adminis-
trator on the basis of paragraph (1) of
this subsection to any individual, not
exceeding the amount of the accrued
benefits payable with respect to him by
such agency or wholly owned instru-
mentality of the United States, shall
(notwithstanding any other provision of
law) be deemed to have been paid with
respect to him by such agency or in-
strumentality on account of such ac-
crued benefits. No such payment certi-
fied by the Federal Security Adminis-
trator and no payment certified by
him for any month prior to the first
month for which any such benefit is
paid by such other agency or instru-
mentality shall be deemed by reason
of this subsection to have been an
erroneous payment.
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BENEFITS IN CASE OF DECEASED WORLD
WAR II VETERANS

SEC. 210. (a) Any individual who has
served in the active military or naval
service of the United States at any time
on or after September 16, 1940, and
prior to the date of the termination of
World War II, and who has been dis-
charged or released therefrom under
conditions other than dishonorable after
active service of ninety days or more,
or by reason of a disability or injury
incurred or aggravated in service in line
of duty, shall in the event of his death
during the period of three years imme-
diately following separation from the
active military or naval service, whether
his death occurs on, before, or after the
date of the enactment of this section, be
deemed-

(1) to have died a fully insured in-
dividual;

(2) to have an average monthly wage
of not less than $160; and

(3) for the purposes of section 209 (e)
(2) to have been paid not less than $200
of wages in each calendar year in which
he had thirty days or more of active
service after September 16 1940.
This section shall not apply in the case
of the death of any individual occurring
(either on, before, or after the date of
the enactment of this section) while he
is in the active military or naval service,
or in the case of the death of any indi-
vidual who has been discharged or re-
leased from the active military or naval
service of the United States subsequent
to the expiration of four years and one
day after the date of the termination of
World War II.

(b) (1) If any pension or compensa-
tion is determined by the Veterans'
Administration to be payable on the
basis of the death of- any individual
referred to in subsection (a) of this sec-
tion, any monthly benefits or lump-sum
death payment payable under this title
with respect to the wages of such indi-
vidual shall be determined without
regard to such subsection (a).

CHANGES IN EXISTING LAW

(3) Any agency or wholly owned in-
strumentality of the United States
which is authorized by any law of the
United States to pay benefits, or has a

system of benefits which are based, in
whole or in part, on military or naval
service during World War II shall, at
the request of the Civil Service Com-
mission, certify to it, with respect to
any veteran, such information as the
Commission deems necessary to carry
out its functions under paragraph (2)
of this subsection.

(b) (1) In the case of any World War
II veteran who dies during the period of
three years immediately following his
separation from the active military or
naval service of the United States, such
veteran shall be deemed to have died a
fully insured individual, but his pri-
may insurance amount shall be com-
puted only as provided in section 215
(a) (3) and, for the purposes of such
computation, he shall be deemed to
have an average monthly wage of $160
and to have been paid $200 in wages for
the purposes of section 209 (e) (2) of
this Act as in effect prior to the enact-
ment of this section, in each calendar
year in which he had thirty days or
more of active military or naval service
after September 16, 1940, and prior to
January 1, 1951. This subsection shall
not be applicable in the case of any
monthly benefit or lump-sum death
payment if-

(A) a larger such benefit or payment,
as the case may be, would be payable
without its application;

(B) any pension or compensation is
determined by the Veterans' Adminis-
tration to be payable by it on the basis
of the death of such veteran;

(C) the death of the veteran occurred
while he was in the active military or
naval service of the United States; or

(D) such veteran has been discharged
or released from the active military or
naval service of the United States sub-
sequent to July 26, 1951.
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(2) Upon an application for benefits
or a lump-sum death payment with
respect to the death of any individual
referred to in subsection (a), the Federal
Security Administrator shall make a
decision without regard to paragraph
(1) of this subsection unless he has been
notified by the Veterans' Administration
that pension or compensation is de-
termined to be payable by the Veterans'
Administration by reason of the death
of such individual. The Federal Se-
curity Administrator shall notify the
Veterans' Administrationi of any decision
made by him authorizing payment,
pursuant to subsection (a), of monthly
benefits or of a lump-sum death pay-
ment. If the Veterans' Administration
in any such case has made an adjudica-
tion or thereafter makes an adjudication
that any pension or compensation is
payable under any law administered by
it, by reason of the death of any such
individual, it shall notify the Federal
Security Administrator, and the Ad-
ministrator shall certify no further
benefits for payment, or shall recompute
the amount of any further benefits
payable, as may be required by para-
graph (1) of this subsection. Any
payments theretofore certified by the
Federal Security Administrator pur-
suant to subsection (a) to any indi-
vidual, not exceeding the amount of any
accrued pension or compensation pay-
able to him by the Veterans' Adminis-
tration, shall (notwithstanding the pro-
visions of sec. 3 of the Act of August 12,
1935, as amended (U. S. C., 1940 edi-
tion, title 38, sec. 454a)) be deemed to
have been paid to him by the Veterans'
Administration on account of such
accrued pension or compensation. No
such payment certified by the Federal
Security Administrator, and no pay-
ment certified by him for any month
prior to the first month for which any
pension or compensation is paid by the
Veterans' Administration, shall be
deemed by reason of this subsection':to
have been an erroneous payment.

(c) In the event any individual re-
ferred to in subsection (a) has died
during such three-year period but before
the date of the enactment of this
section-

(1) upon application filed within six
months after the date of the enactment
of this section, any monthly benefits
payable with respect to the wages of
such individual (including benefits for
months before such date) shall be
computed or recomputed and shall be
paid in accordance with subsection (a),
in the same manner as though such

CHANGES IN EXISTING LAW

(2) Upon an application for benefits
or a lump-sum death payment on the
basis of the wages and self-employment
income of any World War II veteran,
the Federal Security Administrator shall
make a decision without regard to
paragraph (1) (B) of this subsection
unless he has been notified by the
Veterans' Administration that pension
or compensation is determined to be
payable by the Veterans' Administra-
tion by reason of the death of such
veteran. The Federal Security Ad-
ministrator shall thereupon report such
decision to the Veterans' Administra-
tion. If the Veterans' Administration
in any such case has made an adjudica-
tion or thereafter makes an adjudication
that any pension or compensation is
payable under any law administered by
it, it shall notify the Federal Security
Administrator, and the Administrator
shall certify no further benefits for pay-
ment, or shall recompute the amount of
any further benefits payable, as may be
required by paragraph (1) of this sub-
section. Any payments theretofore
certified by the Federal Security Ad-
ministrator on the basis of paragraph
(1) of this subsection to any individual,
not exceeding the amount of any ac-
crued pension or compensation payable
to him by the Veterans' Administration,
shall (notwithstanding the provisions of
section 3 of the Act of August 12, 1935,
as amended (38 U. S. C., sec. 454a)) be
deemed to have been paid to him by such
Administration on account of such ac-
crued pension or compensation. No
such payment certified by the Federal
Security Administrator, and no pay-
ment certified by him for any month
prior to the first month for which any
pension or compensation is paid by the
Veterans' Administration shall be
deemed by reason of tbhs subsection to
have been an erroneous payment.
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application had been filed in the first
month in which all conditions of en-
titlement to such benefits, other than
the filing of an application, were met;

(2) if any individual who upon filing
application would have been entitled
to benefits or to a recomputation of
benefits under paragraph (1) has died
before the expiration of six months after
the date of the enactment of this section,
the application may be filed within the
same period by any other individual
entitled to benefits with respect to the
same wages, and the nonpayment or
underpayment to the deceased in-
dividual shall be treated as erroneous
within the meaning of section 204;

* * * *

(4) application for a lump-sum death
payment or recomputation, pursuant
to this section, of a lump-sum death
payment certified by the Board or the
Federal Security Administrator, prior
to the date of the enactment of this
section, for payment with respect to
the wages of any such individual may
be filed within a period not less than six
months from the date of the enactment
of this section or a period of two years
after the date of the death of any in-
dividual specified in subsection (a),
whichever is the later, and any addi-
tional payment shall be made to the
same individual or individuals as
though the application were an original
application for a lump-sum death pay-
ment with respect to such wages.
No lump-sum death payment shall be
made or recomputed with respect to
the wages of an individual if any
monthly benefit with respect to his
wages is, or upon filing application
would be, payable for the month in
which he died; but except as otherwise
specifically provided in this section no
payment heretofore made shall be
rendered erroneous by the enactment of
this section.

[c] (3) the time within which proof
of dependency under section 202 (f)
or any application under 202 (g) may
be filed shall be not less than six
months after the date of the enactment
,of this section; and

* * * * *

(d) There are hereby authorized to
be appropriated to the Trust Fund from
time to time such sums as may be neces-
sary to meet the additional cost, 're-
sulting from this section, of the benefits
(including lump-sum death payments)
payable under this title.

CHANGES IN EXISTING LAW

(c) In the case of any World War
II veteran to whom subsection (a) is
applicable, proof of support required
under section 202 (h) may be filed by
a parent at any time prior to July 1951
or prior to the expiration of two years
after the date of the death of such
veteran, whichever is the later.

246



SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW

(e) For the purposes of this section the
term "date of the termination of
World War II" means the date pro-
claimed by the President as the date of
such termination, or the date specified
in a concurrent resolution of the two
Houses of Congress as the date of such
termination, whichever is the earlier.

CHANGES IN EXISTING LAW

(d) For the purposes of this section-
(1) The term "World War II" means

the period beginning with September
16, 1940, and ending at the close of
July 24, 1947.

(2) The term "World War II veteran"
means any individual who served in the
active military or naval service of the
United States at any time during World
War II and who, if discharged or released
therefrom, was so discharged or released
under conditions other than dishonor-
able after active service of ninety days
or more or by reason of a disability or
injury incurred or aggravated in service
in line of duty; but such term shall not
include any individual who died while
in the active military or naval service
of the United States if his death was
inflicted (other than by an enemy of the
United States) as lawful punishment for
a military or naval offense.

VOLUNTARY AGREEMENTS FOR COVERAGE
OF STATE AND LOCAL EMPLOYEES

Purpose of Agreement
SEC. 218. (a) (1) The Administrator

shall, at the request of any State, enter
into an agreement with such State for
the purpose of extending the insurance
system established by this title to serv-
ices (not otherwise included as employ-
ment under this title) performed by
individuals as employees of such State
or any political subdivision thereof.
Each such agreement shall contain such
provisions, not inconsistent with the
provisions of this section, as the State
may request.

(2) Notwithstanding section 210 (a),
for the purposes of this title the term
"employment" includes any agricultural
labor, domestic service, or service
performed by a student, included under
an agreement entered into under this
section.

Definitions

(b) For the purposes of this section-
(1) The term "State" does not include

the District of Columbia.
(2) The term "political subdivision"

includes an instrumentality of (A) a
State, (B) one or more political subdi-
visions of a State, or (C) a State and one
or more of its political subdivisions.

(3) The term "employee" includes
an officer of a State or political sub-
division.

(4) The term "retirement system"
means a pension, annuity, retirement, or
similar fund or system established by a
State or by a political subdivision
thereof.
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(5) The term "coverage group" means
(A) employees of the State other than
those engaged in performing service in
connection with a proprietary function;-
(B) employees of a political subdivision
of a State other than those engaged in
performing service in connection with a
proprietary function; (C) employees of a
State engaged in performing service in
connection with a single proprietary
function; or (D) employees of a political
subdivision of a State engaged in per-
forming service in connection with a
single proprietary function. If under
the preceding sentence an employee
would be included in more than one
coverage group by reason of the fact
that he performs service in connection
with two or more proprietary functions
or in connection with both a proprietary
function and a nonproprietary function,
he shall be included in only one such
coverage group. The determination of
which coverage group such employee
shall be included in shall be made in
such manner as may be specified in
the agreement.

Services Covered

(c) (1) An agreement under this sec-
tion shall be applicable to any one or
more coverage groups designated by
the State.

(2) In the case of each coverage
group to which the agreement applies,
the agreement must include all services
(other than services excluded by or
purstuant to subsection (d) or para-
graph (3) or (5) of this subsection)
l)performed by individuals as members
of such group.

(3) Such agreement shall, if the State
requests it, exclude (in the case of any
coverage group) any services of an
emergency nature or all services in any
class or classes of elective positions,
part-time positions, or positions the
compensation for which is on a fee
basis.

(4) The Administrator shall, at the
request of any State, modify the agree-
mcent with such State so as to (A) in-
clude any coverage group to which the
agreement did not previously apply, or
(B) include, in the case of any coverage
group to which the agreement applies,
services previously excluded from the
agreement; but the agreement as so
modified may not be inconsistent with
the provisions of this section applicable
in the case of an original agreement
with a State.
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(5) Such agreement shall, if the State
requests it, exclude (in the case of any
coverage group) any agricultural labor
domestic service, or service performed
by a student, designated by the State.
This paragraph shall apply only with
respect to service which, if performed
in the employ of an individual, would
be excluded from employment by sec-
tion 210 (a).

(6) Such agreement shall exclude
services performed by an individual
who is employed to relieve him from
unemployment and shall exclude serv-
ices performed in a hospital, home, or
other institution by a patient or inmate
thereof.

Exclusion of Positions Covered by Re-
tirement Systems

(d) No agreement with any' State
may be made applicable (either in the
original agreement or by any modifica-
tion thereof) to any service performed
by employees as members of any cover-
age group in positions covered by a
retirement system on the date such
agreement is made applicable to such
coverage group.

Payment and Reports by States

(e) Each agreement under this section
shall provide-

(1) that the State will pay to the
Secretary of the Treasury, at such time
or times as the Administrator may by
regulation prescribe, amounts equiva-
lent to the sum of the taxes which would
be imposed by sections 1400 and 1410
of the Internal Revenue Code if the
services of employees covered by the
agreement constituted employment as
defined in section 1426 of such code;

(2) that the State will comply with
such regulations relating to payments
and reports as the Administrator may
prescribe to carry out the purposes of
this section.

Effective Date of Agreement
(f) Any agreement or modification of

an agreement under this section shall be
effective with respect to services per-
formed after an effective date specified
in suchlagrcement or modification, but
in no case prior to January 1, 1951, and
in no case (other than in the caselof an
agreement or modification agreed to
prior to January 1, 1953) prior to the
first day of the calendar year in which
suchagreement or modification, as the
case may be, is agreed to by the Admin-
istrator and the State.
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Termination of Agreement
(g) (1) Upon giving at least two years'

advance notice in writing to the Admin-
istrator, a State may terminate, effec-
tive at the end of a calendar quarter
specified in the notice, its agreement
with the Administrator either-

(A) in its entirety, but only if the
agreement has been in effect from its
effective (late for not less than five years
prior to the receipt of such notice; or

(B) with respect to any coverage
group designated b)y the State, but
only if the agreement has been in effect
with respect to such coverage group for
not less than five years prior to the
receipt of such notice.

(2) If the Administrator, after rea-
sonable notice and opportunity for
hearing to a State with whom he has
entered into an agreement pursuant to
this section, finds that the State has
failed or is no longer legally able to
comply substantially with any provi-
sion of such agreement or of this section,
he shall notify such State that the agree-
ment will be terminated in its entirety,
or with respect to any one or more
coverage groups designated by him, at
such time, not later than two years
from the date of such notice, as he
deems appl)ro)riate, unless prior to such
time he finds that there no longer is
any such failure or that the cause for
such legal inability has been removed.

(3) If any agreement entered into
under this section is terminated in its
entirety, the Administrator and the
State may not again enter into an
agreement pursuant to this section. If
any such agreement is terminated with
respect to any coverage group, the
Administrator and the State may not
thereafter modify such agreement so as
to again make thle agreement applicable
with respect to such coverage group.

Deposits in Trust, Fund; Adjustments
(h) (1) All amounts received by the

Secretary of the Treasury under an
agreement made pursuant to this sec-
tion shall be deposited in the Trust
Fund.

(2) If more or less than the correct
amount due under an agreement made
pursuant to this section is paid with
respect to any payment of remunera-
tion, proper adjustments with respect
to the amounts due under such agree-
ment, shall be made, without interest,
in such manner and at such times as
may be prescribed by regulations of the
Administrator.
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(3) If an' overpayment cannot be
adjusted under paragraph (2), the
amount thereof and the time or times
it is to be paid shall be certified by the
Administrator to the Managing Trustee,
and the Managing Trustee, through the
Fiscal Service of the Treasury Depart-
ment and prior to any action thereon
by the General Accounting Office, shall
make payment in accordance with such
certification. The Managing Trustee
shall not be held personally liable for
any payment or payments made in
accordance with a certification by the
Administrator

Regulations
(i) Regulations of the Administrator

to carry out the purposes of this section
shall be designed to make the require-
ments imposed on States pursuant to
this section the same, so far as 1practi-
cable, as those imposed on empl)loyers
1ursuant to this title and subchapters
A and E of chapter 9 of the Internal
RIevenfue Code.

Failure To Mlake Payments

(j) In case any State does not make,
at the time or times due, tlie payments
provided for under an agreement pur-
suant to this section, there shall be
added, as part of the amounts due,
interest at the rate of 6 per centun per
annum from tle (late (due until l)aid,
and .the Adminiistrator may, in his
discretion, deduct such amounts l)lus
interest from any amounts certified by
him to the Secretary of the Treasury
for payment to such State under any
other provision of this Act. Amounts
so deducted shall be deemed to have
been paid to the State under such other
provision of this Act. Amounts equal
to the amounts deducted under this
subsection are hereby appropriated to
the Trust Fund.

Instrumentalities of Two or More States

(k) The Administrator may, at the
request of any instrumentality of two or
more States, enter into an agreement
with such instrumentality for the pur-
poses of extending the insurance system
established by this title to services per-
formed by individuals as employees of
such instrumentality. Such agreement,
to the extent practicable, shall be gov-
erned by the provisions of this section
al)l)icable in the case of an agreement
with a State.
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TITLE IV-GIRANTS TO STATES
FOR AID TO DEIPEN1)ENT
CIIILDREN

APPROPRIATION

SECTION 401. For the purl)ose of en-
abling each State to furnish financial
assistance, as far as practicable under
the conditions in such State, to needy
dependent children, there is hereby
authorized to be appropriated for the
fiscal year ending June 30, 1936, the
sum of $24,750,000, and there is hereby
authorized to be appropriated for each
fiscal year thereafter a sum sufficient to
carry out the purposes of this title.
The sums made available under this
section shall be used for making pay-
ments to States which have submitted,
and had approved by the Board, State
plans for aid to dependent children.

CHANGES IN EXISTING LAW

Delegation of Functions

(1) The Administrator is authorized,
pursuant to agreement with the head of
any Federal agency, to delegate any of
his functions under this section to any
officer or employee of such agency and
otherwise to utilize the services and
facilities of such agency in carrying out
such functions, and payment therefor
shall be in advance or by way of reim-
bursement, as may be provided in such
agreement.

EFFECTIVE DATE IN CASE OF
PUERTO RICO

SEC. 219. If the Governor of Puerto
Rico certifies to the President of the
United States that the Legislature of
Puerto Rico has, by concurrent resolu-
tion, resolved that it desires the exten-
sion to Puerto Rico of the provisions of
this title, the effective date referred to
in sections 210 (h), 210 (i), 210 (j),
211 (a) (7), and 211 (b) shall be Janu-
ary 1 of the first calendar year which
begins more than ninety days after the
date on which the President receives
such certification.

TITLE IV-GRANTS TO STATES
FOR AID TO DEPENDENT
CIIILDREN

APPROPRIATION

SECTION 401. For the purpose of en-
abling each State to furnish financial
assistance, as far as practicable under
the conditions in such State, to needy
dependent children, there is hereby
authorized to be appropriated for the
fiscal year ending June 30, 1936, the
sum of $24,750,000, and there is hereby
authorized to be appropriated for each
fiscal year thereafter a sum sufficient
to carry out the purposes of this title.
The sums made available under this
section shall be used for making pay-
ments to States which have submitted,
and had approved by the Administrator,
State plans for aid to dependent children.

STATE PLANS FOR AID TO DEPENDENT STATE PLANS FOR AID TO DEPENDENT
CHILDREN CHILDREN

SEC. 402. (a) A State plan for aid
to dependent children must (1) provide
that it shall be in effect in all political
subdivisions of the State, and, if ad-
ministered by them, be mandatory
upon them; (2) provide for financial
participation by the State; (3) either
provide for the establishment or desig-

SEc. 402. (a) A State plan for aid to
dependent children must (1) provide
that it shall be in effect in all political
subdivisions of the State, and, if ad-
ministered by them, be mandatory
upon them; (2) provide for financial
participation by the State; (3) either
provide for the establishment or desig-
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nation of a single State agency to
administer the plan, or provide for the
establishment or designation of a single
State agency to supervise the admin-
istration of the plan; (4) provide for
granting to any individual, whose claim
with respect to aid to a dependent child
is denied, an opportunity for a fair
hearing before such State agency; (5)
provide such methods of administration
(including after January 1, 1940, meth-
ods relating to the establishment and
maintenance of personnel standards on
a merit basis, except that the Board
shall exercise no authority with respect
to the selection. tenure of office, and
compensation of any individual em-
ployed in accordance with such meth-
ods) as are found by the Board to be
necessary for the proper and efficient
operation of the plan; and (6) provide
that the State agency will make such
reports, in such form and containing
such information, as the Board may
from time to time require, and comply
with such provisions as the Board may
from time to time find necessary to
assure the correctness and verification
of such reports; (7) provide that the
State agency shall, in determining need,
take into consideration any other in-
come and resources of any child claiming
aid to dependent children and (8) pro-
vide safeguards which restrict the use
or disclosure of information concerning
applicants and recipients to purposes
directly connected with the administra-
tion of aid to del)endent children.

(b) The Board shall approve any
plan which fulfills the conditions speci-
fied in subsection (a), except that it shall
not approve any plan which imposes
as a condition of eligibility for aid to
dependent children a residence require-
ment which denies aid with respect to
any child residing in the State (1) who
has resided in the State for one year
immediately preceding the application
for such aid, or (2) who was born within
the State within one year immediately

CHANGES IN EXISTING LAW

nation of a single State agency to ad-
minister the plan, or provide for the
establishment or designation of a single
State agency to supervise the admin-
istration of the plan;

(4) provide for granting an oppor-
tunity for a fair hearing before the
State agency to any individual whose
claim for aid to dependent children is
denied or is not acted upon with reason-
able promptness; (5) provide such meth-
ods of administration (including after
January 1, 1940, methods relating to
the establishment and maintenance of
personnel standards on a merit basis,
except that the Administrator shall
exercise no authority with respect to
the selection, tenure of office, and com-
pensation of any individual employed
in accordance with such methods) as
are found by the Administrator to be
necessary for the proper and efficient
operation of the plan; and (6) provide
that the State agency will make such
reports, in such form and containing
such information, as the Administrator
may from time to time require, and
comply with such provisions as the
Administrator may from time to time
find necessary to assure the correctness
and verification of such reports; (7)
provide that the State agency shall, in
determining need, take into considera-
tion any other income and resources of
any child claiming aid to dependent
children; (8) provide safeguards which
restrict the use or disclosure of infor-
mation concerning apl)plicants and recip-
ients to purposes directly connected
with the administration of aid to de-
pendent children; (9) provide that all
individuals wishing to make application
for aid to dependent children shall have
opportunity to do so, and that aid to
dependent children shall be furnished
with reasonable promptness to all eligi-
ble individuals; and (10) effective July
1, 1952, provide for prompt notice to
appropriate law-enforcement officials of
the furnishing of aid to dependent
children in respect of a child who has
been deserted or abandoned by a parent.

(b) The Administrator shall approve
any plan which fulfills the conditions
specified in subsection (a), except that
he shall not approve any plan which
imposes as a condition of eligibility for
aid to dependent children a residence
requirement which denies aid with
respect to any child residing in the
State (1) who has resided in the State
for one year immediately preceding the
application for such aid, or (2) who was
born within one year immediately pre-

253



SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW

preceding the application, if its mother
has resided in the State for one year
immediately preceding the birth.

PAYMENT TO STATES

SEC. 403. (a) From the sums appro-
priated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for aid to de-
pendent children, for each quarter, be-
ginning with the quarter commencing
October 1, 1948, (1) an amount, which
shall be used exclusively as aid to de-
pendent children equal to the sum of
the following proportions of the total
amounts expended during such quarter
as aid to dependent children under
such plan, not counting so much of
such expenditure with respect to any
dependent child for any month as ex-
ceeds $27, or if there is more than one
dependent child in the same home, as
exceeds $27 with respect to one such
dependent child and $18 with respect,
to each of the other dependent children-

(A) three-fourths of such expenditures,
not counting so much of any expend(i-
tures vitli respect to any month as
exceeds the product of $12 multiplied
by the total number of dependent
children with respect to whom aid to
dependent children is paid for such
month, plus

(B) one-half of the amount by which
such expenditures exceed the maximum
which may be counted under clause (A);
and (2) an amount equal to one-half of
the total of the sums expended during
such quarter as found necessary by the
Administrator for the proper and efli-
cient administration of the State plan,
which amount shall be used for paying
the costs of administering the State plan
or for aid to dependent children, or
both, and for no other purpose.

(b) The method of computing and
paying such amounts shall be as follows:

(1) The Board shall, prior to the
beginning of each quarter, estimate the
amount to be paid to the State for such
quarter under the provisions of subsec-
tion (a), such estimate to be based on

(A) a report filed by the State containing
its estimate of the total sum to be ex-

pended in such quarter in accordance
with the provisions of such subsection
and stating the amount appropriated or
made available by the State and its
political subdivisions for such expendi-
tures in such quarter, and if such amount
is less than two-thirds of the total sum
of such estimated expenditures, the
source or sources from which the differ-
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ceding the application, if the parent or
other relative with whom the child is
living has resided in the State for one
year immediately preceding the birth.

PAYMENT TO STATES

SEc. 403. (a) From the sums appro-
priated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for aid to de-
pendent children, for each quarter, be-
ginning with the quarter commencing-
October 1, 1950, (1) an amount, which
shall be used exclusively as aid to de-
pendent children equal to the sum of
the following proportions of the total
amounts expended during such quarter
as aid to dependent children under such
plan, not counting so much of such ex-
pendliture with respect to any dependent
child for any month as exceeds $30, or
if there is more than one dependent
child in the same home, as exceeds $30
with respect to one such dependent
child and $20 with respect to each of
the other dependent children-

(A) three-fourths of such expenditures,
not counting so much of any expendi-
tures with respect to any month as
exceeds the product of $12 multiplied
by the total number of dependent
children with respect to whom aid to
dependent children is paid for such
month, plus

(B) one-half of the amount by which
such expenditures exceed the maximum
which may be counted under clause (A);
and (2) an amount equal to one-half of
the total of the sums expended during
such quarter as found necessary by the
Administrator for the proper and efficient
administration of the State plan, which
amount shall be used for paying the
costs of administering the State plan or
for aid to dependent children, or both,
and for no other purpose,

(b) The method of computing and
paying such amounts shall be as follows:

(1) The Administrator shall, prior to
the beginning of each quarter, estimate
the amount to be paid to the State for
such quarter under the provisions of sub-
section (a), such estimate to be based on
(A) a report filed by the State containing
its estimate of the total sum to be ex-
pended in such quarter in accordance
with the provisions of such subsection
and stating the amount appropriated or
made available by the State and its
political subdivisions for such expendi-
tures in such quarter, and if such amount
is less than the State's proportionate
share of the total sum of such estimated
expenditures, the source or sources from
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enice is expected to be derived, (B) rec-
ords showing the number of dependent
children in the State, and (C) such other
investigation as the Board may find
necessary.

(2) The Board shall then certify to
the Secretary of the Treasury the
amount so estimated by the Board,
(A) reduced or increased, as the case
may be, by any sum by which it finds
that its estimate for any prior quarter
was greater or less than the amount
which should have been paid to the
State for such quarter, and (B) reduced
by a sum equivalent to the pro rata
share to which the United States is
equitably entitled, as determined by the
Board, of the net amount recovered
during any prior quarter by the State
or any political subdivision thereof with
respect to aid to dependent children fur-
nished under the State plan; except that
such increases or reductions shall not be
made to the extent that such sums have
been applied to make the amount certi-
fied for any prior quarter greater or less
than the amount estimated by the Board
for such prior quarter.

(3) The Secretary of the TreasurN
shall thereupon, through the Division of
Disbursement of the Treasury Depart-
ment and prior to audit or settlement by
the General Accounting Office, pay to
the State, at the time or times fixed by
the Board, the amount so certified.

OP'ERATION OF STATE PLANS

SEC. 404. In the case of any State plan
for aid to dependent children which has
been approved by the Board, if the
Board, after reasonable notice and op-
portunity for hearing to the State agency
administering or supervising the ad-
ministration of such plan, finds-

(1) that the l)lan has been so changed
as to impose any residence requirement
prohibited by section 402 (b), or that in
the administration of the plan any such
prohil)ited requirement is imposed, with
the knowledge of such State agency, in a
substantial number of cases; or

(2) that in the administration of the
l)lan there is a failure to comply sub-
stantially with any provision required
by section 402 (a) to be included in the
plan;
the Board shall notify such State agency
that further payments will not be made
to the State until the Board is satisfied
that such prohibited requirement is no
longer so imposed, and that there is no
longer any such failure to comply.

CHANGES IN EXISTING LAW

which the difference is expected to be
derived, (B) records showing the num-
ber of dependent children in the State,
and (C) such other investigation as the
Administrator may find necessary.

(2) The Administrator shall then
certify to the Secretary of the Treasury
the amount so estimated by the Admin-
istrator, (A) reduced or increased, as the
case may be, by any sum by which he
finds that his estimate for any prior
quarter was greater or less than the
amount which should have been paid to
the State for such quarter, and (B) re-
duced by a sum equivalent to the pro
rata share to which the United States is
equitably entitled, as determined by the
Administrator, of the net amount re-
covered during any prior quarter by the
State or any political subdivision thereof
with respect to aid to dependent children
furnished under the State plan; except
that such increases or reductions shall
not be made to the extent that such
sums have been applied to make the
amount certified for any prior quarter
greater or less than the amount esti-
mated by the Administrator for such
prior quarter.

(3) The Secretary of the Treasury
shall thereupon, through the Fiscal
Service of the Treasury Department and
prior to audit or settlement by the Gei~-
eral Accounting Office, pay to the State,
at the time or times fixed by the Admin-
istrator, the amount so certified.

OPERATION OF STATE PLANS

SEC. 404. In the case of any State plan
for aid to dependent children which'has
been approved by the Administrator, if
the Administrator, after reasonable
notice and opportunity for hearing to
the State agency administering or super-
vising the administration of such plan,
finds-

(1) that the plan has been so changed
as to impose any residence requirements
prohibited by section 402 (b), or that in
the administration of the plan any such
prohibited requirement is imposed, with
the knowledge of such State agency, in a
substantial number of cases; or

(2) that in tile administration of the
plan there is a failure to comply sub-
stantially with any provision required
by section 402 (a) to be included in the
plan;
the Administrator shall notify such State
agency that further payments will not
be made to the State until he is satisfied
that such prohibited requirement is no
longer so imposed, and that there is no
longer any such failure to comply.
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Until it is so satisfied it shall make no
further certification to the Secretary of
the Treasury with respect to such State.

DEFINITIONS

SEC. 406. When used in this title-
(a) The term "dependent child"

means a needy child under the age of
sixteen, or under the age of eighteen if
found by the State agency to be regu-
larly attending school, who has been de-
prived of parental support or care by
reason of the death, continued absence
from the home, or physical or mental
incapacity of a parent, and who is living
with his father, mother, grandfather,
grandmother, brother, sister, stepfather,
stepmother, stepbrother, stepsister,
uncle, or aunt, in a place of residence
maintained by one or more of such rela-
tives as his or their own home;

(b) The term "aid to dependent chil-
dren" means money payments with re-
spect to a dependent child or dependent
children.

CHANGES IN EXISTING LAW

Until the Administrator is so satisfied he
shall make no further certification to the
Secretary of the Treasury with respect
to such State.

* * * * *

DEFINITIONS

SEC. 406. When used in this title-
(a) The term "dependent child"

means a needy child under the age of
sixteen, or under the age of eighteen if
found by the State agency to be regu-
larly attending school, who has been
deprived of parental support or care by
reason of the death, continued absence
from the home, or physical or mental
incapacity of a parent, and who is living
with his father, mother, grandfather,
grandmother, brother, sister, stepfather,
stepmother, stepbrother, stepsister,
uncle, or aunt, in a place of residence
maintained by one or more of such rela-
tives as his or their own home;

(b) The term "aid to dependent chil-
dren" means money payments with re-
spect to, or medical care in behalf of or
any type of remedial care recognized
under State law in behalf of, a de-
pendent child or dependent children.

TITLE V-GRANTS
FOR MATERt-NAL
WELFARE

TO STATES
AND CHILD

Part 1-Maternal and Child Health
Services

APPROPRIATION

SECTION 501. For the purpose of en-
abling each State to extend and improve,
as far as practicable under the conditions
in such State, services for promoting the
health of mothers and children, es-
pecially in rural areas and in areas suffer-
ing from severe economic distress, there
is hereby authorized to be appropriated
for each fiscal year, beginning with the
fiscal year ending June 30, 1936, the sum
of $11,000,000. The sums made avail-
able under this section shall be used for
making payments to States which have
submitted, and had approved by the
Chief of the Children's Bureau, State
plans for such services.

ALLOTMENTS TO STATES

SEC. 502. (a) Out of the sums appro-
priated pursuant to section 501 for each
fiscal year the Secretary of Labor shall
allot $5,500,000 as follows: He shall allot
to each State $35,000 and shall allot each
State such part of the remainder of the
$5,500,000 as he finds that the number
of live births in such State bore to the

TITLE V-GRANTS TO STATES
FOR MATEIRNAL AND CHILD
WELFARE
Part 1-Maternal and Child Health

Services
APPROPRIATION

SECTION 501. For the purpose of en-
abling each State to extend and improve,
as far as practicable under the conditions
in such State, services for promoting the
health of mothers and children, es-
pecially in rural areas and in areas
suffering from severe economic distress,
there is hereby authorized to be appro-
priated for each fiscal year, beginning
with the fiscal year ending June 30, 1936,
the sum of $20,000,000. The sums
made available under this section shall
be used for making payments to States
which have submitted, and had ap-
proved by the Administrator, State plans
for such services.

ALLOTMENTS TO STATES

SEC. 502. (a) Out of the sums appro-
priated pursuant to section 501 for each
fiscal year the Federal Security Admin-
istrator shall allot $10,000,000 as fol-
lows: He shall allot to each State
$60,000 and shall allot each State such
part of the remainder of the $10,000,000
as he finds that the number of live births
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total number of live birtlls in the United
States in the latest calendar year for
which the Administrator has available
statistics.

(b) Out of the sums approl)riated pur-
suant to section 501 for each fiscal year
the Secretary of Labor sliall allot to the
States $5,500,000 (in addition to the
allotments made under subsection (a)),
according to the financial need of each
';tate for assistance in carrying out its
State plan, as determined by lim after
taking into consideration the number of
live births in such State.

(c) The amount of any allotment to a
State under subsection (a) for any fiscal
year remaining unpaid to such State at
the end of such fiscal year shliall e avail-
able for payment, to such State under
section 504 until the end of the second
succeeding fiscal year. No payment to
a State un11er section 504 slall )e ma(lde
out of its allotment for any fiscal year
until its allotlment for tihe l)receding fiscal
year lias )een exhausted or lhas ceased to,
be available.

AP'PROVAI OF STATEI PLANS

Sn:4C. 503. (a) A State plan for ma-
ternal and chlild-healthl services must
(1) provide for financial particil)ation
by the State; (2) provide for the adnmiln-
istration of the l)lan by the State health
agency or thle supervision of thle admin-
istration of the l)lan by the State liealth
agency; (3) provi(le such methods of ad-
minist ration (including after January 1,
1940, lilethods relating to the estallish-
mentt and maintenance of )ersomiel
standards onl a merit basis, except that
thie Board shall exercise no authority
with respect to the selection, tenure of
police, and compensation of any indi-
vi(lual employed in accordance with
such methods) as are necessary for time
proper and efficient operation of the
plan; (4) provide that the State health
agency will make such reports, ill sucl
form and containing such information,
as thle Secretary of Labor may from time
to time require, and coml)ly with such

provisions as lie may from time to time
find necessary to assure the correctness
and verification of such rel)orts; (5) pro-
vide for the extension and impl)rovnement
of local maternal and child-health serv-
ices administered by local child-health
units; (6) provide for cooperation with
medical, nursing,land welfare groups and
organizations; and (7) l)rovide for tihe
levelol)ment of demonstration services

inll nedy areas and among groutI) ill spe-
cial need.

CHANGES IN EXISTING LAW

in such State bore to tlhe total number of
live births in the United States, in the
latest calendar year for which the Ad-
ministrator has available statistics.

(b) Out of the sums apl)rop)riated pur-
sueant to section 501 for each fiscal year
tle Adminlistrator sliall allot to the
States $10,000,000 (ill addition to tlhe
allotments made under suIbsection (a)),
according to the financial need of each
State for assistance in carrying out its
State plan, as determined by him after
taking into consideration the number of
live births in such State.

(c) The amount of any allotment to a
State um(lder subsection (a) for any fiscal
year remailining ull)npaid to such State at,
thle endlll of sueli fiscal year shall be avail-
able for payment to s iich State under
section 504 until the elnd of the second
suciee(ling fiscal year. No payment to
a State under section 504 sliall be made
out of its allotment for any fiscal year
until its allotlmellnt for the plrecedling
fiscal year has been exlhaulsted or has
cea.sedl to be available.

APPROVAI, OF STATE PLANS

SiFC. 503. (a) A State plan for ma-
ternal and child-health services must
(1) provide for financial particil)ation by
the State; (2) provide for the adlminis-
tration of tlie plan by tlhe State health
agency or the supl)ervision of the adlmin-
istration of the plan l)y the State health
agency; (3) l)rovide such methods of ad-
ministration (including after January
1, 19,40, methods relating to tihe estab-
lishment and maintenance of personnel
standards on a merit basis, excel)t that
tile Administrator sliall exercise no

authority with respect to the selection,
tenure of oftlice, and compensation of
any indlividu(al eml)loyed in accordance
with such methods) as are necessary for
the proper and efficient operation of the
plan; (4) provide that the State health
agency will make such reports, in such
form and containing such information
as the Administrator may from time to
time require, and comply with such pro-
visions as he may from time to time find
necessary to assure thle correctness and
verification of such reports; (5) provide
for thle extension and improvement of
local maternal and child-health services
administered by local child-health units;
(6) provide for cool)peration with medical,
nursing, and welfare groups amnd organ-
izatioIns; and (7) provide for the develop-
ment of demonstration services in
needy areas and among groups illn spe-
cial n(ed.

67070-50-17
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(b) The Chief of the Children's
Bureau shall approve any plan which
fulfills the conditions specified in sub-
section (a) and shall thereupon notify
the Secretary of Labor and the State
health agency of his approval.

PAYMENT TO STATES

SEC. 504. (a) From the sums approp-
riated therefor and the allotments
available under section 502 (a), the
Secretary of the Treasury shall pay to
each State which has an approved plan
for maternal and child-health services,
for each quarter, beginning with the
quarter commencing July 1, 1935, al
amount, which shall be used exclusively
for carrying out the State plan, equal to
one-half of the total sum expended dur-
ing such quarter for carrying out such
plan.

(b) The method of computing and
paying such amounts shall be as follows:

(1) The Secretary of Labor shall,
prior to the beginning of each quarter,
estimate the amount to be paid to the
State for such quarter under the pro-
visions of subsection (a), such estimate
to be based on (A) a report filed by the
State containing its estimate of the
total sum to be expended in such quarter
in accordance with the provisions of
such subsection and stating the amount
appropriated or made available by the
State and its political subdivisions for
such expenditures in such quarter, and
if such amount is less than one-half of
the total sum of such estimated expend-
itures, the source or sources from which
the difference is expected to be derived,
and (13) such investigation as he may
find necessary.

(2) The Secretary of Labor shall then
certify the amount so estimated by him
to the Secretary of the Treasury, re-
duced or increased, as the case may be,
by any sum by which the Secretary of
Labor finds that his estimate for any
prior quarter was greater or less than
the amount which should have been
paid to the State for such quarter, except
to the extent that such sum has been
applied to make the amount certified
for any prior quarter greater or less
than the amount estimated by tihe
Secretary of Labor for such prior
quarter.

(3) The Secretary of the Treasury
shall thereupon, through the Fiscal
Service of the Treasury Department
and prior to audit or settlement by the
General Accounting Office, pay to the
State, at the time or times fixed by the
Secretary of Labor, the amount so
certified.

CHANGES IN EXISTING LAW

(b) The Administrator shall approve
any plan which fulfills the conditions
specified in subsection (a) and shall
thereupon notify the State health agency
of his approval.

PAYMENT TO STATES

SEC. 504. (a) From the sums appro)p-
riated therefor and the allotments
available under section 502 (a), the
Secretary of tIhe Treasury shall pay to
each State which has an approved plan
for maternal and child-health services,
for each quarter, beginning with the
quarter commencing July 1, 1935, an
amount, which shall be used exclusively
for carrying out the State plan, equal to
one-half of the total sum expended
during such quarter for carrying out
such plan.

(b) The method of computing and
paying such amounts shall be as follows:

(1) The Administrator shall, prior to
the beginning of each quarter, estimate
the amount to be paid to the State for
such quarter under the provisions of
subsection (a), such estimate to be
based on (A) a report filed by the State
containing its estimate of the total sum
to be expended in such quarter in accoed-
ance with the provisions of such sub-
section and stating the amount approp-
riated or made available by the State
and its political subdivisions for such
expenditures in such quarter, and if such
amount is less than one-half of the total
sum of such estimated expenditures, the
source or sources from which the differ-
ence is expected to be derived, and (B)
such investigation as he may find
necessary.

(2) The Administrator shall then
certify the amount so estimated by him
to the Secretary of the Treasury, re-
duced or increased, as the case may be,
by any sum by which the Administrator
finds that his estimate for any prior
quarter was greater or less than the
amount- which should have been paid
to the State for such quarter, except to
the extent that such sum has been
applied to make the amount certified
for any prior quarter greater or less
than the amount estimated by the
Administrator for such prior quarter.

(3) The Secretary of the Treasury
shall thereupon, through the Fiscal
Service of the Treasury Department
and prior to audit or settlement by the
General Accounting Office, pay to the
State, at the time or times fixed by the
Administrator, the amount so certified.
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(c) The Secretary of Labor shall from
time to time certify to the Secretary of
the Treasury' the amounts to be paid
to the States from the allotments avail-
able under section 502 (b), and the
Secretary of the Treasury shall, through
the Fiscal Service of the Treasury De-
partment and prior to audit or settle-
ment by the General Accounting Office,
make payments of such amounts from
such allotments at the time or times
specified by the Secretary of Labor.

OPERATIONS OF STATE PLANS

SEC. 505. In the case of any State
plan for maternal and child-health
services which has been approved by
the Chief of the Children's Bureau, if the
Secretary of Labor, after reasonable
notice and opportunity for hearing to
the State agency administering or
supervising the administration of such
plan, finds that in the administration of
the plan there is a failure to comply
substantially with any provision re-

quired by section 503 to be included in
the plan, he shall notify such State
agency that further payments will not
be made to the State until he is satisfied
that there is no longer any such failure
to comply. Until he is so satisfied he
shall make no further certification to the
Secretary of the Treasury with respect
to such State.

CHANGES IN EXISTING LAW

(c) The Administrator shall from
time to time certify to the Secretary of
the Treasury the amounts to be paid to
the States from the .llotments available
under section 502 (b), and the Secretary
of the Treasury shall, through the Fiscal
Service Service of the Treasury l)epart-
ment and prior to audit or settlement
by the General Accounting Office, make
payments of such amounts from such
allotments at the time or times specified
by the Administrator.

OPERATIONS OF STATE PLANS

SEC. 505. In the case of any State
plan for maternal and child-health
services which has been approved by the
Administrator, if the Administrator,
after reasonable notice and opportunity
for hearing to the State agency ad-
ministering or supervising the adminis-
tration of such plan, finds that in the
administration of the plan there is a
failure to comply substantially with any
provision required by section 503 to
be included in the plan, he shall notify
such State agency that further pay-
ments will not be made to the State
until he is satisfied that there is no longer
any such failure to comply. Until he is
so satisfied he shall make no further
certification to the Secretary of the
Treasury with respect to such State.

Part. 2-*Scrvices for Crippled Children Part 2-Services for Crippled Children

APPROPRIATION

SEC. 511. For the purpose of enabling
each State to extend and improve
(especially in rural areas and in areas
suffering from severe economic distress),
as far as practicableunder the condi-
tions in such State, services for locating
crippled children, and for providing
medical, surgical, corrective, and other
services and care, and facilities for
diagnosis, hospitalization, and aftercare,
for children who are crippled or who are
suffering from conditions which lead to
crippling, there is hereby authorized to
be appropriated for each fiscal year,
beginning with the fiscal year ending
June 30, 1936, the sum of $7,500,000.
The sums made available under this
section shall be used for making pay-
ments to States which have submitted,
and had approved by the Chief of the
Children's Bureau, State plans for such
services.

APPROPRIATION

SEc. 511. For the purpose of enabling
each State to extend and improve
(especially in rural areas and in areas
suffering from severe economic distress),
as far as practicable under the condi-
tions in such State, services for locating
crippled children, and for providing
medical, surgical, corrective, and other
services and care, and facilities for
diagnosis, hospitalization, and aftercare,
for children who are crippled or who are
suffering from conditions which lead to
cril)pling, there is hereby authorized to
be appropriated( for each fiscal year,
beginning with the fiscal year ending
June 30, 1936, the sum of $15,000,000.
The sums made available under this
section shall be used for making pay-
ments to States which have submitted,
and had approved by the Administrator,
State plans for such services.
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ALLOTMENTS TO STATES

SEc. 512. (a) Outo-if the sums appro-
priate(d pursuant to section 511 for each
fiscal year the Secretary of Labor shall
allot $3,750,000 as follows: lihe shall
allot to each State $30,000, and shall
allot the remainder of the $3,750,000 to
the States according to the need of each
State as determined by him after taking
into consideration the number of crip-
lled children inl such State in need of
the services referred to in section 511
and the cost of furnishing such services
to them.

(1)) Out of thle sumis appropriated
pursuant to section 511 for each fiscal
year the Secretary of Iab)or shall allot
to the States $3,750,000 (in addition to
the allotments made under subsection
(a)), according to the financial need of
each State for assistance in carrying
out its State plan, as determined by him
after taking into consideration the
number of crippled children in such
State in need of the services referred to
in section 511 and the cost of furnishing
such services to them.

(c) The amount of any allotment to
a State under sul)sectioIl (a) for any
fiscal year remaining unpaid to such
State at the end of such fiscal year shall
be available for payment to such State
under section 514 until the end(l of the
second succeeding fiscal year. No pay-
ment to a State under section 514 shall
be made out of its allotment for any
fiscal year until its allotment for the
preceding fiscal year has been exhauste(l
or hlias ceased to be available.

APPROVAL OF STATE PLANS

S,;c. 513. (a) A State plan for services
for cripple(l children must (1) provide
for financial participation by the State;
_(2) provide for the administration of
the plan by a State agency or the super-
vision of the administration of the plan
by a State agency; (3) provide such
methods of administration (including
after January 1, 1940, methods relating
to the establishment and maintenance
of personnel standards on a merit basis,
except that the Board shall exercise no
authority with respect to the selection,
tenure of office, and compensation of
any individual employed in accordance
with such methods) as are necessary for
the proper and efficient operation of the
plan; (4) provide that the State agency
will make such reports, in such form and
containing such information, as the
Secretary of Labor may from time to
time require, and comply with such
provisions as lie may from time to time

CHANGES IN EXISTING LAW

ALLOTMENTS TO STATES

SEc. 512. (a) Out of the sums appro-
p)riated pursuant to section 511 for each
fiscal year the Federal Security Admin-
istrator shall allot $7,500,000 as follows:
he shall allot to each State $60,000, and
slhall allot the remainder of thle $7,500,-
000 to the States according t, the need
of each State as determined b)y him after
taking into consideration the number of
cril)lled children in such State in need
of the services referred to in section 511
and the cost of furnishing such services
to themn.

(I)) Out of the sums appropriated
p)ursulant to section 511 for each fiscal
vear the Administrator shall allot to the
States $7,500,000 (in addition to the
allotments made under subsection (a)),
according to the financial need of each
State for assistance in carrying out its
State plan, as determined by him after
taking into consideration tile number
of cripl)pled children in such State in
need of the services referred to in section
511 and the cost of furnishing such
services to them.

(c) The amount of any allotment to
a State under subsection (a) for any
fiscal year remaining unpaid to such
State at the end of such fiscal year shall
be available for payment to such State
under section 514 until the end of the
second succeeding fiscal year. No pay-
ment to a State under section 514 shall
be made out of its allotment for any
fiscal year until its allot ment for the
preceding fiscal year has been exhausted
or has ceased to be available.

APPROVAL OF STATE PLANS

SEi. 513. (a) A State plan for serv-
ices for crippled children must (1)
provide for financial participation by
the State; (2) provide for the adminis-
tration of the plan by a State agency
or the sul)ervision of the administration
of the plan by a State agency; (3)
provide such methods of administration
(including after January 1, 1940,
methods relating to the establishment
and maintenance of personnel standards
on a merit basis, except that the Ad-
ministrator shail exercise no authority
with respect to the selection, tenure of
office, and compensation of any indi-
vidual employed in accordance with
such methods) as are necessary for the
proper and efficient operation of the
plant; (4) provide that the State agency
will make such reports, in such form and
containing such information, as the
Administrator may from time to time
require, and comply with such provi-
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find necessary to assure the correctness
and verification of such reports; (5) pro-
vide for carrying out the purposes
specified il section 511; and (6) provide
for cooperation with medical, health,
nursing, and welfare groups and organ-
izations and with any agency in such
State charged with administering State
laws providing for vocational rehabili-
tation of physically handicapped chil-
dren.

(b)) The chief of the Children's
Bureau llall approve any plan which
fulfills the conditions specified in subl-
section (a) and shall thereupon notify
the Secretary of Labor and the St ate
agency of his appllroval.

PAYMENT TO STATES

SEC. 514. (a) From the sums appro-
priated therefor and the allotImenits
available under section 512 (a), the
Secretary of the Treasury sliall pay to
each State which has an approved plan
for services for crippled children, for
each quarter, beginning with tlhe quarter
commencing July 1, 1935, an amount,
which sliall be used exclusively for
carrying out the State plan., equal to
one-half of the total suIm expended
during such quarter for carrying out
such plan.

(1)) Thle method of comr)puting and
paying such amounts slihall be as follows:

(1) Tli( Secretary of Labor shall,
prior to the beginning of each quarter,
estimate the amount to l)e paid to the
State for such quarter undller thle pro-
visions of subsection (a), siclh estimate
to })e based on (A) a report filed by the
State containing its estimate of the
total sum to be expl)ended in such quarter
in accordance with the provisions of such
subsection and stating the ai'molunt ap-
lropriated or made available by the

State and its political subdivisions for
suIch exl)enditures in such quarter, and
if suich amount, is less than one-half
of thle total sum of such estimated
exl)en(litlures, the source or sources from
which the differencee is exl)ected to be
derived, and (B) such investigation as
lie mav find necessary.

(2) 'The Secretary of Labor shall then
(ertify tlhe amount so estimated b)v
himn to thle Secretary of the Treasury,
re(uce(l or increased, as the case may
lie, by any stlm byw) licl the Secretary
of Labor finds that his estimate for anym
prior quarter was greater or less than
tihe amount which should have been
plaid to tie State for such quarter,
except to tlhe extent that such sum has
been appl)lied to make tlhe amount

CHANGES IN EXISTING LAW

sions as he may from time to time find
necessary to assure the correctness and
verification of such reports; (5) provide
for carrying out thle purposes specified
in section 511; and (6) provide for coop-
eration with medical, health, nursing,
and welfare groups and organizations
and( with any agency in such State
charged with administering State laws
providing for vocational rehabilitation
of physically handicapped children.

(I)) The Administrator shall approve
any plan which fulfills the conditions
specified in subsection (a) and sliall
thereupon notify thle State agency of
his approval.

PAYM l,N'T TO STATES

SlC.: 514. (a) From the sums appro-
priated therefore and thle allotments
available under section 512 (a), the
Secretary of tlhe Treasury shall pay to
each State which has anll approved lan
for services for crippled children, for
each quarter, beginning with the quarter
commencing July 1, 1935, an amount,
which shall be used exclusively for
carrying out the State plan, equal to
one-half of the total sum expended
during such quarter for carrying out
such p)ian.

(1)) The method of Compluting and
paying such amounts shall be as follows:

(1) The Administrator shall, prior to
the beginning of each quarter, estimate
the amount to be paid to thle State for
such quarter muder the provisions of
subsection (a), such estimate to be
based on (A) a report filed by the State
containing its estimate of the total stum
to l)be expended in stlch quarter in
accordance with thle provisions of such
subsection and stating -the amount ap-
l)rol)riated or made available by thle
State and its political subdivisions for
such exl)enditures in such quarter, and
if sulch amount is less tlhall one-half of
the total sumi of such estimated expen-
ditures, the source or sources from which
the difference is expected to be derivedl,
and (B) such investigation as hle may
find necessary.

(2) The Administrator shall then
certify the amount so estimated b)y
him to tlie Secretary of tlie Treasury,
reduced or increased, as thle ease may
be, )by any sumI)y whlichl tlhe Adminis-
trator finds that his estimate for any
prior quarter was greater or less than
the amount which should have been
paid to tlle State for such quarter,
excel)t to the extent that slchll sunihas
(bee(ll al))lied t,o make the atmllollnlt certi-
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certified for any prior quarter greater or
less than the amount estimated by tile
Secretary of Labor for such prior
quarter.

(3) The Secretary of thle Treasury
shall thereupon, through the Fiscal
Service of thle Treasury Department and
prior to audit or settlement by the
General Accounting Office, pay to the
State, at the time or times fixed by the
Secretary of Labor, the amount so
certified.

(c) Tlhe Secretary of Labor shall from
time to time certify to the Secretary of
the Treasury tile amounts to be paid
to the States from the allotment avail-
able under section 512 (1)), and the Sec-
retary of the Treasury shall, through
tlhe Iiscal Service of the Treasury De-
partment, and prior to audit or settle-
ment by the General Accounting Office,
make payments of such amounts from
such allotments at the time or times
specified by the Secretary of Labor.

OPERATION OF STATE PLANS

SEC. 515. In the case of any State
plan for services for cril))ppled children
which has been approved by the Chief
of the Children's Bureau, if the Secre-
tary of Labor, after reasonable notice
alnd opportunity for hearing to the State
agency administering or supervising tlhe
administration of such plan, finds that
in tlhe administration of tile plan there
is a failure to comll)ly substantially
withll any provision required by section
513 to be included ill the plain, he shlall
notify such State agency that further
payments will not be made to the State
until lie is satisfied that there is no longer
any such failure to comllly. Until he is
so satisfied lie shall lake no further
certification to thle Secretary of the
Treasury with respect to such State.

Part 3-Child-Welfare Services

SEC. 521. (a) For the l)purpl)ose of en-

abliing thle United States, tlhrougli the
Children's Bureau ,to cooperate with
State public-welfare agencies in estab-
lishilig, extending, andl strengthening,
especially in predomlilniantly rural areas,
)lpublic-welfare services (hereinafter in
this section referred to as "child-walfare
services") for the protection and care
of homeless, (dep!end(lent, anid neglected
children, and children in danger of be-
comling (elinqueclt, t here is hereby
authorize(l to be al)l)pprolriated for each
fiscal year, beginning with the fiscal
year ending June 30, 1!3(, the slum of
$3,500,000. Such amount shall be
allotted )by the Secretary of Labor for
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fled for any prior quarter greater or
less than the amount estimated by the
Administrator for such prior quarter.

(3) The Secretary of the Treasury
shall thereupon, through the Fiscal
Service of the Treasury Department and
prior to audit or settlement by the
General Accounting Office, pay to the
State, at the time or times fixed by tlhe
Administrator, the amount so certified.

(c) The Administrator shall from
time to time certify to the Secretary
of the Treasury the amounts to be paid
to the States from the allotment avail-
able under section 512 (b), and the
Secretary of the Treasury shall, through
tlhe Fiscal Service of the Treasury De-
partment, and prior to audit or settle-
ment by the General Accounting Office,
make payments of such amounts from
such allotments at the time or times
specified by the Administrator.

OPERATION OF STATE PLANS

SEc. 515. In the case of any Stato
plan for services for crippled chidren
which has been approved by the Ad-
ministrator, if the Administrator, after
reasonable notice and opportunity for
hearing to thle State agency adminlister-
ing or supervising the administration of
such plan, finds that in thle administra-
tion of the plan there is a failure to
comply substantially with anly provision
required by sect ion .513 to be included in
the plan, lie shall notify such State
agency that further payments will not
be made to the State until lie is satisfied
that t here is no longer any such failure to
coin l)ly. Until he is so satisfied he shall
make no further certification to tile
Secretary of the Treasury with respect
to stlch State.

Part 3-C'hild-Welfare Services

SEC. 521. (a) For thle purpose of en-

abling thle United States, through thle
Administrator, to cooperate with State
public-welfare agencies in establishing,
extending, and strengthening, especially
in predominantly rural areas, public-
welfare services (hereinafter in this
section referred to as "''child-welfare
services") for thle protection and care
of Ihoieless, dependent, and neglected
children, afnd children in danger of be-
coining deli(inqueit, there is hereby
authorized to be appropriated for each
fiscal year, beginning with the fiscal
year ending June 30, 1930, thle sum of
;$3,500,000. Such amount shall be

allotted by the Administrator for use
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use by cooperating State public-welfare
agencies on the basis of plans developed
jointly by the State agency and the
Children's Bureau, to each State,
$20,000, and the remainder to each
State on the basis of such plans, not to
exceed such part of the remainder as
the rural population of such State bears
to the total rural population of the
United States. The amount so allotted
shall be expended for payment of part
of the cost of district, county, or other
local child-welfare services in areas
predominately rural, and for developing
state services for the encouragement
and assistance of adequate methods of
community child-welfare organization
in areas predominantly rural and other
areas of special need. The amount of
any allotment to a State under this
section for any fiscal year remaining
unpaid to such State at the end of such
fiscal year shall be available for payment
to such State under this section until
the end of the second succeeding fiscal
year. No payment to a State under
this section shall be made out of its
allotment for any fiscal year until its
allotment for the preceding fiscal year
has been exhausted or has ceased to be
available.

(b) From the sums al)propriated
therefor and the allotments available
under subsection (a) the Secretary of
Labor shall from time to time certify
to the Secretary of the Treasury the
amounts to be paid to the States, and
the Secretary of the Treasury shall,
through the Fiscal Service of the 'l'reas-
ury Department, and prior to audit or
settlement by the General Aecounting
Office, make payments of such amounts
from such allotments at the time or
tiimcs specified by the Secretary of
Ial)or.

Part 5-Administration
Sc(. 541. (a) There is hereby author-

ized to be approl)riated for the fiscal
year ending .une 30, 1947, the sum of

CHANGES IN EXISTING LAW

by cooperating State public-welfare
agencies on the basis of plans developed
jointly by the State agency and the
Adminiistrator, to each State, $20,000,
and the remainder to each State on the
basis of such plans, not to exceed such
part of the remainder as the rural popu-
lation of such State under age eighteen
bears to the total rural population of the
United States under such age. Trhe
amount so allotted shall be expended
for payment of part of the cost of dis-
trict, county, or other local child-welfare
services in areas predominantly rural,
for developing State services for the
encouragement and assistance of ade-
quate methods of community child-
welfare organization in areas predomi-
nantly rural and other areas of special
need, and for paying the cost of return-
ing any run-away child who has not
attained the age of sixteen to his own
community in another State in cases
in which such return is in the interest
of the child and the cost thereof cannot
otherwise be met: Provided, That in
developing such services for children the
facilities and experience of voluntary
agencies shall be utilized in accordance
with child-care programs and arrange-
ments in the States and local communi-
ties as may be authorized by the State.
The amount of any allotment to a
State under this section for any fiscal
year remaining unpaid to such State
at the end of such fiscal year shall be
available for payment to such State
under this section until the end of the
second succeeding fiscal year. No pay-
ment to a State under this section shall
l)e made out of its allotment for any
fiscal year until its allotment for the
preceding fiscal year lias been exhausted
or has ceased to be available.

(b) From the sums appropriated
therefor and the allotments available
under subsection (a) the Administrator
shall from time to time certify to the
Secretary of the Treasury the amounts
to be I)aid to thle States, and the Secre-
tary of the Treasury shall, through the
Fiscal Service of the Treasury I)epart-
mnent, alnd prior to audit or settlement
b) the General Accounting Oflice, make
l)paymenlts of such amounts from such
allotments at the time or times specified
b)5 tlhe Administrator.

* * * *

IPart 5--Admninistration
SK,.c. 54 1. (a) There is hereby autlior-

izod to be apl)rol)riated for the fiscal
year ending June 30, 1947, the sum of
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$1,000,000, for all necessary expenses of
the Children's Bureau in administering
the provisions of this title, except, seC-
tion 531.

(b) The Children's Bureau shall make
such studies and investigations as will
promote the efficient administration of
this title, excel)t section 531.

(c) The Secretary of Labor shall in-
clude in his annual report to Congress
a full accoluntt of thle administration of
this title.

rTITLEJ1,. VII--SOCIAL, SlCURIJ1TY
BIOARD)

SICTION 701. There is hereby estab-
lished a Social Security Board (in this Act
referred to as tihe "Board") to be corm-
posed of three members to be appl)ointed
by the President, by and with t(he advice
and consent of the Senate. I)uring
his term of melmbershil) on the Board,
no member shall engage in any other
business, vocation, or employment.
Not more than two of the members of
the Board shall be members of tlhe same
political party. Each member sliall
receive a salary at the rate of $10,000
a yenr and shall hold office for a term
of six years, except that (1) any member
alppointe(l to fill a vaclincy occurring
prior to the exl)iration of the term for
which his pIre(lecessor was appol)l)nlte,
shall be appointed for tlhe remainder
of such term; and (2) the terms of office
of tlhe members first taking office after
the (late of the enactment of this Act
shall expire, as designated by thle
President at the time of alppl)ointmlent,
one at tlhe end of two years, one at tlie
end of four years, anmd onle at tlie end of
six years, after tlhe date of the enact-
ment of this Act. Thle Plresident sliall
designate one of tl(e ummembers as the
chairman of the Board.

Sl,;(. 704. The Board shall make a full
rel)ort to Congress, at tlie beginning of
each regular session, of the ad(lliinisl ra-
tion of thle funlctionls with which it is
clharge(d.

* $ $* *.t
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$1,000,000, for all necessary expenses of
the Federal Security Agency in admiinis-
terinlg the provisions of this title, except
section 531.

(b) The Admllinistrator shliall make
such studies and investigations as will
promote the efficient administration of
this title, except section 531.

(e) [Rlepealed.]

(I1"¢1 () ('()COMMISSIONERU lF(Ol t-OCIAI,
SEC IUITY

S.c.. 701. There shliall be in the Fe(leral
Security Agency at Commissioner for
Social Security, al)l)ointe(l by tle Ad-
nlinistrator, who shall l)erform such
functions relating to social security as
the Ad(linistrator sliall assign to hiim.

tie 1)'0 IUI'S

SC. 70()'l. The Adminilistrator shall
make a full report to Congress, at the
beginning of each regular session, of tlie
ad(llinistration of il(;e functions with
whlichl he is charged u1l(der this Act. Il
addition to thle iullnlber of copies of such
report authorized by other law to be
printed, there is hereby aut llhorized to
b)e printed not more than five thousand
col)ies of such report for use by the Ad-
ministrator for distribution to MIenmbers
of Congress an(l to State and other plub-
lic or private agencies or organizations
participating in or concerned with tihe
social security program.
* * * *~~~~
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TITLE X-GRANTS TO STATvES
FOR AID TO TIHE BLIND

APPROPRIATION

SlEc'rTION 1001. For the purpose of
enabling each State to furnish financial
assistance, as far as practicable under
the conditions in such State, to needy
ilnd(ivi(lduals who are blind, there is
hereby authorized to be appropriated for
the fiscal year ending June 30, 1936, the
suti of $3,000,000, and there is hereby
authorized to be appropriated for each
fiscal year thereafter a sum sufficient
to carry out the purposes of this title.
The sums made available under this
section shall be used for making pay-
lmenllts to States which have submitted,
landl 1lhad al)proved l)y tllhe Board, SLate
p!laits for aid to (ie bliniid.

S'l'ATI'l I:L.ANS F'O(t All) 'PTO T!''1 I laiNI)

Si:C. 1002. (a) A State plan for ai(l
to the I)lind(l must (1) provide that it,
shall be ill effect in all political subdivi-
sions of the State, and, if administered
)by them, })e mandatory upon them; (2)
provide for finamciat particil)ation by
the State; (3) either provide for the
establishment or designation of a single
State agency to administer the plan, or

provide for the establishment or (lesig-
nation of a single State agency to super-
vise the administration of the plan; (4)
provide for granting to any individual,
whose claim for aid is denied, an oppor-
tunity for a fair hearing before such
State agency; (5) provide such methods
of administration (including after Janimu-
ary 1, 1940, methods relating to the
establishment and maintenance of per-
sonnel standards on a merit basis, excel)t
that thle Board shall exercise no author-
ity with respect to the selection, tenure
of office, and compensation of any indi-
vidual employed in accordance with
such methods) as are found by the
Board to be necessary for the proper
and efficient operation of the llan; (6)
provide that the State agency will make
such rel)orts, inl such form and contain-
ilng sulcl information, as the Board may
from time to time require, and comply
with such provisions as the Board may
from tinen to time find necessary to
assure the correctness andl verification
of such reports; and (7) provide that
no aidl will be furllnished any ildivi(ldual
under the plan with respect to any
period with respect t.o which he is

receiving ol(l-age assistance lund(ler the
State l)lall approved under section 2 of
tliis Act; (8) )provide that the Stlate

CHANGES IN EXISTING LAW

TITLE X-GRANTS TO STATES
FOR AID TO THE BLINI)

APPROPRIATION

Sl.c'rloN 1001. For the purpose of
enabling each State to furnish financial
assistance, as far as practicable under
the conditions in such State, to needy
individuals who are blind, there is
hereby authorized to be appropriated
for the fiscal year ending June 30, 1936,
the sum of $3,000,000, and there is
hereby authorized to be appropriated
for each fiscal year thereafter a suml
sufficient to carry out the purposes of
this title. The sums made available
under this section shall be used for
making payments to States which have
submitted, anti lhad al)l)roved by tihe
A,\dministr't or, State l)lans for aid t.o
t(e )blind.

qIl'A'I'il, LANS FOR') AIDl) 'I'TO T1 HIINI)

SlC'. 1002. (a) A State p)lan for aid
to the blind must, (1) provide that it,
shall i)e in effect in all political subdivi-
sions of tlhe State, an(d, if administered
by thetm, be mandatory upon them; (2)
provide for financial participation )y
the State; (3) either provide for the
establishment or designation of a single
State agency to administer tlhe plan, or

provide for the establishment or desig-
nation of a single State agency to super-
vise the administration of the plan; (4)
provide for granting anll o)l)ortunity for
a fair hearing before the State agency to
any individual whose claim for aid to
tle blind is denied or is not acted upon
with reasonable l)romptness; (5) l)rovide
such methods of administration (incluld-
ing after ,January 1, 1940, methods
relating to the establishment and( main-
tIenance of personnel standards on a
merit Iasis, except that the Adminis-
trator shall exercise no authority with
respect to the selection, tenure of office,
and compensation of any individual
employed in accordance with st1uch
methods) as are found by the Adminis-
trator to b)e necessary for the proper
and efficient operation of the plan; (6)
provide that the State agency will make
such reports, in such forum ail(l contain-
ing such information, as the A:\d(inis-
tra.tor may from time to time rel'uire,
anl complyy with such provisions ns tle
Administrator may from time to time
find necessary t,o lassuire the correctness
an(l verification of sucl reports; ati(d
(7) provide that, no aid will he furnished
any individual under the plan withll
respect to any period withres )ect o

whllicl1lm ' is l',,eivinlg ()old-ag(e assist,alIci
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agency shall, in determining need, take
into consideration any other income
and resources of an individual claiming
aid to the blind; and (9) provide safe-
guards which restrict the use or disclo-
sure of information concerning appli-
cants and recipients to purposes directly
connected with the administration of
aid to the blind.

(b) The Board shall approve any plan
which fulfills the conditions specified in
subsection (a), except that it shall not
approve any plan which imposes. as a
condition of eligibility for aid to the
blind under the plan-

(1) Any residence requirement which
excludes any resident of the State who
has resided therein five years during the
nine years immediately preceding tile
application for aid and has resided
therein continuously for one year
immediately preceding the application;
or

(2) Any citizenship requirement which
excludes any citizen of the United States.

CHANGES IN EXISTING LAW

under the State plan approved under
section 2 of this Act; (8) provide that
the State agency shall, in determining
need, take into consideration any other
income and resources of the individual
claiming aid to the blind; except that,
in making such determination, the State
agency shall disregard the first $50 per
month of earned income; 1 (9) provide
safeguards which restrict the use or dis-
closure of information concerning appli-
cants and recipients to purposes directly
connected with the administration of
aid to the blind; (10) provide that, in
determining whether an individual is
blind, there shall be an examination by a

physician skilled in diseases of the eye
and, effective July 1, 1953, provide that
the services of optometrists within the
scope of the practice of optometry as

prescribed by the laws of the State shall
be made available to the recipients
thereof as well as to the recipients of
any grant-in-aid program for improve-
ment or conservation of vision; (11)
effective July 1, 1951, provide that all
individuals wishing to make application
for aid to the blind shall have oppor-
tunity to do so, and that aid to the blind
shall be furnished with reasonable
promptness to all eligible individuals;
and (12) effective July 1, 1953, provide,
if the plan includes payments to indi-
viduals in private or public institutions,
for the establishment or designation of
a State authority or authorities which
shall be responsible for establishing and
maintaining standards for such insti-
tutions.

(b) The Administrator shall approve
any plan which fulfills the conditions
specified in subsection (a), except that he
shall not approve any plan which im-
poses, as a condition of eligibility for aid
to the blind under the plan-

(1) Any residence requirement which
excludes any resident of the State who
has resided therein five years during the
nine years immediately preceding the
application for aid and has resided there-
in continuously for one year immediately
preceding the application; or

(2) Any citizenship req uirement which
excludes any citizen of the United States.

X For the period beginning October 1, 1950, and
onling June 30, 1152, olase (8) is amended to read
as follows: "(8) provide that the Stato agency shill
in determining need, take into consideration any
other Income and resource of an individual claiming
ild to the blind; except that the State agency amy,
in making such (determinltlion, dkirerguid not to
ex(Teed $0 per month of earne(l ilcole;l".
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PAYMENT,'r TO STATES

SEC. 1003. (a) From the sums appl)ro-
p)riated therefor, the Secretary of the
Treasury shall pay to each State which
has an approved plan for aid to the
blind, for each quarter, beginning with
tlie quarter commencing October 1,
1948, (1) an amount, which shall )e
used exclusively as aid to the })lind,
equal to t he sum of t he following prol)or-
tions of t lie total aminouits expended
during such quarter as aid to the 1)1ind
uIler the State pllan withi respect to each
nee(dl individual who is )lilnd andlll is niot
an inlinate of a public inst itilti)n. not
counting so mtuch of such expel)dlituire
with respect to any such individual for
anyl month as exceeds $50-

(A) three-fourthis of such exp)elrtdi-
tilres, not counting so itmuch of any
exi)endlittire with resl)ect to any month
as exceeds the product of $20 multiplied
)by tlie total number of such individuals
:who received aid to tile blind for such

llmollths, pllIs
(B) one-half of the amount by which

such expenditures exceed the maximum
which may be counted under clause (A);
and (2) an amount eu(lial to one-half of
thie total of tlIe sums eXl)endeed duringg
such (juitrter as found necessary by the
Administrator for the proper and
efficient administration of the State
l)lan, which amount. shall h)e used for
paying tlhe costs of administering the
Slate plan or for aid to the blind, or
hothl, and for no other l)urpose.

(1)) T'e met hod of coi)lutinig iiand
I)ayigll such :ilmoutils shall 1)e as, follows:

(1) The Boar( shall, Irior to the
I)eginnling of each quarter, ('Stiimate tlhe
imtounti to be paid to the State for such

Quarter underd the provisions of sub-
section (a), siucl estimate to be l)ased on
(A) a report filed by the State containing
its (estimate of t lihe total sum to be
expended in such quarter in accordance
with tlie provisions of such subsection,
anid stating the amount apl)ropriated
or made available by tlie StatIe and its
)political subdivisions for such expellndi-
I tires in such quarter, and if such amotiint
is less than one-half of the total sumi of
such estimated expendit tires, the source
or sources from which the difference is
expected to be derived, (B) records
showing the number of )lind individuals
in the State, anid (C,) such other investi-
gation as the Board may find necessary.

(2) The Board shall then certify to
Ihe Secretary of thle Treasury the
amount so estimated by the Board,

CHANGES IN EXISTING LAW

PAYMENTr TO STATES

SEC. 1003. (a) From the sums appro-
priated therefore, the Secretary of the
Treasury shall pay to each State which
has an approved plan for aid to the
blind, for each tquiarter, beginning with
the quarter commencing October 1,
1 950, (1) an amount, which shall be used
exclusively as aid to the blind, equal to
hlie sum of the following proportions of

the total amounts expend(led during such
(qullarter as aid to the blind under the
State plan, not counting so much of such
exl)enditure with respect to any indi-
vidulal for any month as exceeds $50-

(A) three-fourths of such expendi-
tures, not counting so much of any
exl)enditure Nwithi respect to any month
as exceeds the product of $20 multiplied
b)y the total number of such individuals
who received aid to the blind for such
month, l)lus

(B13) one-half of tile amount by which
such expenditures exceed the maximum
which may be counted under clause (A);
and (2) an amount equal to one-half of
the total of the sums expended during
such quarter as found necessary by the
Administrator for the proper and
efficient administration of the State
plan, which amount shall be used for
paving the costs of administering the
State plan or for aid to the blind, or
both.l, and for no other purpose.

(1)) Tlle method of comiputingl and
paying such aimoutts shall be as follows:

(1) 'IThe Administrator shall, prior
to thle beginning of each quarter, esti-
miate the amount, to be paid to the State
for such quarter under the provisions
of subsection (a), such estimate to be
based on (A) a report filed by the State
containing its estimate of the total sum
to be expended in such quarter in accord-
ance with the provisions of such sub-
section, and stating the amount appro-
priated or made available by the State
and its political subdivisions for such
expenditures in such quarter, and if such
amount is less than the State's pro-
port ionate share of the total sum of such
estimated expenditures, the source or
sources from which the difference is
expected to be derived, (B) records
showing the number of blind individuals
in the State and (C) such other investi-
gation as the Administrator may find
necessary.

(2) The Administrator shall then
certify to the Secretary of the Treasury
the amount so estimated by the
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(A) reduced( or increased, as thle case

may l)e, !)y any slim )'by which it finds
that its estimate for any prior quarter
was greater or less than tile amount
which should have been pai(l to thle State
under sul)section (a) for such quarter
anid (B) reduced I)y a sum equivalent
to the pro rata share to which the United
States is equitably entitled, as deter-
mined by the Board, of tlhe net amount
recovered during a l)rior quarter l)y tilhe
State or any political subdivision thereof
with respect to aid to tilhe blind furnished
under the State plan; exeep)t that such
increases or reductions sliall not be made
to the extent that such suiimis have beel
allied to make the amount certified
for any l)rior quarter greater or less
t hali tle amounl, estimated by) thle Board
for such prior quarter: Provided, That
any l)art of thie amount recovered from
thlle estate of a deceased recil)ient which
is not ill excess of tile amount expended
by tlie State or any political su(ldivision
thereof for tihe funeral expenses of tlhe
deceased sliall not i)e considered as a
basis for reduction under clause (B3) of
tlli8s paragraph.

(3) Thle Secretary of the Treasury
shliall thereuponl, through thle Division
of l)isl)u1rsemenilt of the Treasury
Department, ai(d prior to audit or
settlement by tlie (General Accounting
Office, pay to the State, nt the time or
times fixed b)y tile Board, tle amount so
certifie(l.

OP()IIATION ()OF STATE, PLANS

SEiC. 1004. In the case of any State
llan for aid to the blind which has been
approved })y tlie Board, if the Board,
after reasonable notice and ol)l)ortunity
for hearing to tlhe State agency a(dmin-
istering or supervising the administra-
tion of such p)lan, finlds-

(I) that the plan has been so changed
as to impose any residence or citizen-
ship re(lquirement prohibited by section
1002 (b), or that in the administration
of the plan any such prohit)ited require-
ment, is impl)osed, with the knowledge of
such State agency, in a subl)tantial
number of eases; or

(2) that i theli administration of the
l)lan there is a failure to conml)ly sub-
stantfially with any provision required
by section 1002 (a) to be included in
the plan;
the Board shall notify such State agency
that further playmenlts will not be made
to tile State until tlhe Board is satisfied
that such prohibited requirement is no
longer so imposed, alnd that there is no

CHANGES IN EXISTING LAW

Administrator, (A) reduced or increased,
as tlhe case may b)e, by any Slumll by
which lihe finds that his estimate for any
prior quarter was greater or less than
the amount which should have been paid
to the State under subsection (a) for
such quarter, and (B) reduced by a
sum equivalent to the pro rata share to
which the United States is equitably
entitled, as determined by the Adminis-
trator, of the net amount recovered
during a prior quarter by the State or
any political subdivision thereof with
respect to aid to the blind furnished
under thle State pllan, except that such
increases or re(luctions sliall not be
made to the extent that such sums have
been app)l)lied to make the amount
certified for any prior quarter greater or
less thlta the amount estimated by the
Administrator for such prior quarter:
Provi(led, That any part of the amount
recovered from the estate of a deceased
recipient which is not in excess of the
amount exl)ended by thle State or any
political subdivision thereof for the
funeral expenses of the deceased sliall not
l)e considered( as a basis for reduction
under clause (B) of this paragraph.

(3) The Secretary of tlie Treasury
shliall thereupon, through the Fiscal
Service of the Treasury )Department,
and prior to audit or settlement by the
General Accounting Office, pay to the
State, at the time or times fixed by the
Administrator, thc anlount so certified

OPIE'lATION OF STATE PLANS

SEC. 1001. In thle case of any SIate
plan for aid to tlhe blind which has been
approved by the Administrator, if the
Adm(inistrator, after reasonal)le notice
and opportunity for hearing to the State
agency administering or Iupi)ervising tlhe
administration of such plan, finds-

(1) that the plan has been so changed
as to impose any residence or cit izen-
ship requirement prohibited by section
1002 (1)), or that in thle administration
of the plan any such prohibited require-
minent is imposed, with the knowledge of
such State agency, in a substantial
number of cases; or

(2) that in the administration of tile
l)]an there is a failure to comply sub-
stantilally with any provision required
by section 1002 (a) to be included il
the plan;
the Administrator shall notify such
State agency that further payments
will not be made to the State until ihe
is satisfied that such prohibited require-
ment is no longer so imposed, and that

268



SOCIAL SECURITY ACT AMENDMENTS OF 1950

EXISTING LAW

longer any such failure to comply.
Until it is so satisfied it shall make no
further certification to the Secretary of
tlhe Treasury with respect to such State.

I)EFINITION

SEc. 1006. When used in this title
the term "aid to the blind" means
money payments to blind illdividuals
who are needy.

[For former § 1101 (a) (6), see op'o)-
site anende(l § 210 (k), above.]

1UILES AND) I,(III, ATIONS

SEc. 1102. Thle Secret ary of the
Treasury, the Secretary of Labor, and
the Social Secmllrity Board, respectively,
shall make and publish such rules and
regulations, not inconsistent with this
Act,, as may be necessary to the efficient
administration of thie functions witl
which each is cliarged under tilis Act.

* * ***I$

CHANGES IN EXISTING LAW

there is no longer any such failure to
comply. Until he is so satisfied lihe
shall make no further certification to
the Secretary of the Treasury witl
respect to such State.

* * * * *

D)EFINI'rION

S:c. 1006. For the purposes of this
title, the term "aid to the blind" means
money payments to, or medical care in
behalf of or any type of remedial care
recognized under State law in behalf of,
blin(l individuals who are needy, but
does not include any such payments to
or care in behalf of any individual who
is an inmate of a public institution
(except as a patient in a medical institu-
tion) or any individual (a) who is a
patient in an institution for tuberculosis
or mental diseases, or (1) who lihas been
diagnosedd as having tuberculosis or
psychosis and(l is a patient in a medical
institution as a result thereof.

SEIc. 1101. (a) When used ill this
Act-

(6) The terml "Adm(inistrator," ex-

ceptl) when the context otherwise re-

(quires, means the Felderal Security
A,\miniistr.ator.

SEc. 1101. (a) (7) The terns "p)hysi-
cian"' and "medical care" and "hospital-
ization" include osteopathic practitlion-
ers or the services of osteol)athic
!)'actioners alnd ho;sptitaltl. withiin the
scope of their practice as defilledl by
State lat w.

tl'l,lS AND) lE:('i, 'l'IO)NS

Si.:. 1102. The Secret:,ry of the
Tre(aslry', the Secretary of ,al)'.)r, and
the Federal Security Adm(illnistrat or,
resl)pectively, shall make( and publish
sucth rules and regulations, not incon-
sistent wit t lhis Act, as nmay be neces-
sary to the efficient administration of
the flilctions with whicll each is (ch'arge(l
tuindel this Act.

*

I)TSCL,OSIURJI OF INFOITMAT'ION IN
POSSESSION OF BOARD)

SiE:c. 1106. No dliselossure of any re-
tulrn or portion of a return includingg
information returns and other written
statements) filed with the ( 'Olmmis-
siouner of Internal Rlevenue under 'l'ithe
VIII of' ilhe Social Securit Actl. or the
Federal Insurance ('otl rilibit'ons Act or
under regulations ins'e il(iider ault hority
thellreof, wiliclt Il:l I)(;lt I.'ralltsnititod to

* *

I)IS('LOSUREII' OF' INFORIMATION IN
PIOSSESSION )OF A(iEN('

SiE:. 1106. Except as p)rovid(e(l in
section 205 (c), no (disclosure of any
return or portion of a return (including
information returns 1anl other written
statements) file(! with the( Comntttis-
sionter of Internal Revenue under title
VIII of t(i Social Securit,y Act or under
slll)('ll)apter I', of c(,ha)lt r I or ssub-
c(:lal)t(r A or 1l, of c(lipl)lr 9 of the
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the Board by the Commissioner of
Internal Revenue, or of any file, record,
report, or other paper, or any informa-
tion, obtained at any time by the Board
or by any officer or employee of the
Board in the course of discharging the
duties of the Board, and no disclosure
of any such file, record, report, or other
paper, or information, obtained at any
time by any person from the Board or
from any officer or employee of the
Board, shall be made exceI)t as the
Board may by regulations prescribe.
Any person who shall violate any pro-
vision of this section shall be deemed
guilty of a misdemeanor and, upon
conviction thereof, shall ble punished by
a fine not exceeding $1,000, or by im-
prisonment not exceeding one year, or
both.

PENALTY FOR FRAUD

SEc. 1107. (a) Whoever, with the in-
tent to defraud any person, shall make
or cause to be made any false representa-
tion concerning the requirements of this
Act, the Federal Insurance Contribu-
tions Act, or the Federal Unernmploy-
ment Tax Act, or of any rules or regula-
tions issued thereunder, knowing such
representations to be false, shall be
deemed guilty of a misdemeanor, and,
upon conviction thereof, shall be pun-
ished by a fine not exceeding $1,000, or
by imprisonment not exceeding one year
or both.

(I)) Whoever, with the intent to elicit
information as to the (late of hIirth, em-

ploymient, wages, or l)enefits of any indi..
vidiual (I) falsely represents to tlihe
Board that lie is such indlivi(lual, or tlie
wife, parent, or child of sucll individual,
or the (Iuly autliorized agent of suelh
ilindividlal, or of the wife, parent, or
child of slch individual, or (2) falsely
represents to any pelrsoii that lie is ail
emllloyee or agent of tile Unitiled States,
sliall l)e deelne(l guilty of a Imisldemtea(nor,
and, 11pon conviction tliereof, shall he

punished by a fille not exceeding 'S1,000,
or by iml)risonelit not (exeedillg one

year, or )lotlh.

CHANGES IN EXISTING LAW

Internal Revenue Code, or under regu-
lations made under authority thereof,
which has been transmitted to the Ad-
ministrator by the Commissioner of
Internal Revenue, or of any file, record,
report, or other paper, or any infor-
mation, obtained at anytime by tlie
Administrator or by any officer or

employee of the Federal Security
Agency in the course of discharging the
duties of the Administrator under this
Act, and no disclosure of any such file,
record, report, or other paper, or infor-
mation, obtained at any time by any
person from the Administrator or from
any officer or employee of the Federal
Security Agency, shall be made except
as authorized by section 1108 and then
only in accordance with such regulations
as the Administrator may prescribe.
Any person who shall violate any pro-
vision of this section shall be deemed
guilty of a misdemeanor and, upon
conviction thereof, shall be punished
b)y a fine not exceeding $1,000, or by
imprisonment not exceeding one year,
or both.

PENALjTY FOR FRAUD

SEiC. 1107. (a) Whoever, with the in-
tent to defraud any person, shall make
or cause to be made any false representa-
tion concerning the requirements of this
Act, subchapter E of chapter 1 or sub-
chapter A, C, or E of chapter 9 of the
Internal Revenue Code, or of any rules
or regulations issued thereunder, know-
ing such representations to be false,
shall be deemed guilty of a misdemeanor,
and, upon conviction thereof, shall be
punished by a fine not exceeding $1,000,
or by impl)risonment not exceeding one

year, or both.
(I) Whoever, witi tllhe intent to elicit

information as to tle (late of birth, em-

ploynment, wages, or benefits of any indi-
viduial (I ) falsely rel)resenlts to tlie Ad-
ininistrator that lhe is such individual, or
t(le wife, hIsl)band, widow, widower,
former wife (.ivorc(e', child, or parent of
such individual, or ti le dully ait llhorized
agent of S.1l('l indi( iduial, or of tlie wife,
hislbanild, wiimow, widower, forliner wife
O(ivorted, clild, or parent of such indi-
vi'it{l, or (2' falsely represents to any
p)(rson tOhat he is aln employee or agent
of tle 'Unitedl States, shall be deeled
tutilty of a inis,!e(nmanor, anid, lpl)on con-
vietio)l t1hreof, sliall b)e punished by it
tiiwe not exceeding ;$1,000, or by inm-
prisolltenllt n1ot excee(lilg onle year, or'
1)0t 1).

SE.:c. 1108. (a) (1) The Administrator
is authorized, at (lie request of any
agency charged with the adminiiistration
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of a State unemployment compensation
law (with respect to which such State is
entitled to payments under section 302
(a) of this Act) ani to the extent con-
sistent with the efficient administration
of this Act, to furnish to such agency,
for use by it in the administration of such
law or a State temporary disability in-
surance law administered by it, infor-
mation from or pertaining to records,
including account numbers, maintained
l)y the Administrator in accordance
with section 205 (c) of this Act.

(2) At the request of any agency, per-
son, or organization, the Administrator
is authorized, to the extent consistent
with efficient administration of this Act
and subject to such conditions or limita-
tions as lie deems necessary, to conduct
special statistical studies of, and compile
special data with respect to, any mat-
ters related to the programs authorized
by this Act and to furnish information
resulting therefrom to any such agency,
person, or organization.

(b) Requests under subsection (a)
shall be complied with only if the
agency, person, or organization making
the request agrees to make payment for
tlie work or information requested in
such amount, if any (not exceeding the
cost of performing the work or furnish-
ing the information), as may be de-
termined by the Administrator. Pay-
ments for work performed or informa-
tion furnished pursuant to this section
shall be made in advance or by way of
reimbursement, as may be requested by
t lie Administrator, and shall be deposited
in the Treasury as a special deposit to
)ce used to reimburse the appropriations
(including authorizations to make ex-

l)enditures from the Federal Old-age
and Survivors Insurance Trust Fund)
for the unit or units of the Federal
Security Agency which performed the
work or furnished the information.

(c) No information shall be furnished
pursuant to this section in violation of
section 1106 or regulations prescribed
thereunder.

TITLE XII ADVANCES TO STAT TITLE XII-ADVANCES TO STATE
UNIEMPLO YMI,ENT F'UNDS UNEMPLOYMENT FUNDS

SEe. 1201. (a) In the event that the
balallnce in a State's account in the
Ulieml)loymlent 'i'rust Fund on .June 30,
1947, or on the last d(ay in amny ensuing
calendar quarterr which ends prior to
.January 1, 19050, (loes not exceed a sum
equal to the total contributions depos-
ited in the U unemployment Trust Fllund
inId(er the unemployment compensation
law of llhe State during that one of the

SE:c. 1201. (a) In the event that the
balance in a State's account in the
Unemployment Trust Fund on June
30, 1947, or on the last day in any
ensuing calendar quarter which ends
prior to January 1, 1952, does not exceed
a sum equal to the total contributions
deposited in the Unemployment Trust
Fund under the unemployment com-
pensation law of the State during that
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two calenlhar years next pirece(ling sucli
(lay in which such depositss were higher,
the State shall he entitled, subject to
(ihe provisions of su sections (b) and (c)
lhereof, to have transferred from tihe
Federal unemployment account to its
account in the Unemployment Trust
Fund an amount equal to the amount
I)y which the unemployment compensa-
tion paid out by it in the calendar
quarterr ending on such (lay exceeded
2.7 per centumn of the total remunera-
tion which was paid during such quarter
and was suilbject to the State uiient-
1)ploymient COmplensation law.

(b) The Federal Security Adminis-
trator is authorized and directed, on

applications of a State uniemplloymentili
compensation agency, to make findings
ais to whether the conditions for the
transfer of moneys provide(l for in sub-
section (a) hereof have been met; and
if such conditions exist, thlie A(dminis-
trator is (lirectled to certify, to lhe Sec-
retary of lie Treasury, from time to
time, tlhe amounts for transfer ii order
to carry out the purposes of this title,
reduced( or increased, as the case may
be, by any sum by which the A(lmilis-
trator finds that tihe amounts transferred
for any Nprior quarter were greater or
less thllan the amounts to which tlie
State was entitled for such quarter.
The application of a State agency shall
l)e made on such forms, and contain
such information and data, fiscal and
otherwise, concerning iliet operation and
administration of the State law, as the
Administrator deems necessary or rele-
vant to the performance of its dluties
hereuinder.

(c() Any aiiount transferred to the
account of any State under this section
shall be treated as an advance, withoiit,
interest, to thle unelmploymnent fund of
such State and shall be repaid to thlie
Federal unemployment account from
the unemll)loyment fund of that State
to the( extent that the bhlance in tihe
State's account in the Unemployment
Trust, Fund, at thlie end of any calendar
(quarter, exceeds a sumi equal to the
total contributions depl)osited inll tie
Unemployment Trust Fund under tihe
IInIemploymentlt copll)ensation law of tlie
State during that one of tlie two calen-
(lar years next preceding such day in
which such deposits were higher. The
Secretary of the Treasury shall, after
the end of each calendar quarter, trans-
fer from thle unemployment account of
each State in tile Unemployment Trust
Fund to thle Federal unempl)loyment
account tlhe amount required to bo
repaid fromnlthlie uneml)loyment fund of
such State at thle end of such quarter
under this subsection.
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one of the two calendar years next p)re-
ceding such day in which such deposits
were higher, thlie State shall be entitled,
subject to the provisions of subsections
(b) and (c) hereof, to have transferred
from the Federal unemployment account
to its account in the Unemiiployment
Trust Fund an amount equal to the
amount by which tlihe unemployment
compensation paid out by it in the
calendar quarter ending on such day
exceeded 2.7 per centum of the total
reniuneration which was paid during
such quarter and was subject to the
State unemployment compensation law.

(b) The Federal Security Adminis-
trator is authorized and directed oil
al))pplication of a State unemployment
compensation agency, to make findings
as to whether thlie conditions for the
transfer of moneys l)rovi(led for in
subsection (a) hereof have been met;
and if such conditions exist, the Admin-
istrator is directed to certify, to the
Secretary of thle Treasury, from time to
time, the amniounts for transfer in order
to carry out the purposes of this title,
reduced or increased, as thle case nmay
Ie, by any sum )by which the Admninis-
trator finds that thle amounts transferred
for any prior quarter were greater or less
thani tie aniounts to which tile Stale
was entitled for such quarter, ---he
application of a State agency shall he
made onil such forms, andil contain such
information and data, fiscal and(l othlier-
wise, concerning tlie operations and mad-
ministration of the State law, as the
Administrator deems necessary or rele-
vant to the performance of it: duties
hereund(ler.

(e) Any amount transferred to tihe
account (of aiy State under this section
shall b)e treated as ant adlvatice, without
interest, to the unemployment fund of
such State and shall bie rel)ai(d to tihe
Federal unemployment account from
the unemployment fund of that. State
to thlie extent that thle balance in the
State's account in the I Uemliployment
Trust Fund, at thle end of any calendar
(quarter, exceeds a sum equal to thle total
contributions depl)osited in the Uneim-
ploymenit Trust 1,'F11l(1 under thle unelm-
pl)oymeiti compenl) nationn law of the State
dtiiring that one of the two calendar
years next p!reccding such d(ay in which
such (lep)osits were higher. Tihe Secre-
tary of the Treasury shall, after the iend
of each calendar quarter, transfer from
tIle unemployment account of each
State in the Unenmployment Trust Fund
to the F'edral unemployment account
the almiountlt required to be repaid from
the unemployment fund of such State
at tie endl of such quarter under this
-subsectioin.
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SOCIAL SECURITY ACT AMEND)
MENTS OF 1939

* * * * *

TITLE' IX-MISCELL,ANEOUS
PROVISIONS

* * * * *

SEC. 908. All functions of the Social
Security Board shall be administered by
the Scoial Security Board under the di-
rection and supervision of the Federal
Security Administrator.

INTERNAL REVENUE CODE

SiC,('. 3. (C,,ASSImFICATIION 01' PROVISIONS.

Si.c('. 12. SURTAX ON INDIVID)UAILS.

(g) CROSS tEFI,'EIENC'S.--

CHANGES IN EXISTING LAW

[Repealed. 1

INTERNAL REVENUE COl)E, AS
AMENDEl) BY H. It. 6000, AS
REPORTED

SEC. 3. CLASSIFICATION OF PROVISIONS.

Subchapter E-Tax on Self-Emplloy-
ment Income (tlic -.Self-Eml)loymcnt
Contributions Act), divided into sec-
tions.
SEc. 12. SUwTAX ON INDIVIDUALS.

(g) C(OS1S REI'FERENCES.-
* * * * *

(6) Tax on Self-Employment In-
come.-For tax on self-employment
income, see subchapter E.

Sli,;. 31. T,AXX;S O)' lFo'l,;(;N COUNTRIES SEC. 31. TAXES OF FOREIGN COUNTRIES
AND POl),SSESSIONS OF(' NITED STATIES AND POSSESSIONS OF UNITEl) STAT'rES'.

T'lie amount of income, war-profits,
andl(l excess-l)rofits taxes impose(l by for-
eign countries or l)ossessions of the
United States shall be allowed as a
credit against the tax, to tlhe extent
provided in section 131.

The ainount of income, war-profits,
and excess-l)rofits taxes imposed by
foreign countries or possessions of the
United States shall be allowed as a
credit against the tax (other than the
tax imposed by subchapter E, relating
to tax on self-employment income), to
the extent provided in section 131.

S;. 58.). DECIARAT\I)N OF ElSTIrMAT';ED SEC. 58. DECLARATION OF ESTIMATED
TAX BY INDIVII)UAL.S TAX BY INDIVIDUALS
* * * * *

()) (CO()INTI',rNTS ()OF 1)ECARATION.-
lI tihe declaration require(l under sub-
sectionI (a) the individual shall state-

(I) the aIllunt which lie estimates as
htie amount ,of tax lid(ler this chapter for

1lie taxable year, withiotIt regard to atly
eredlits l(und!ler sections 32 and 35 for
taxes witlIhhlld at source;

* * * *

(})) CONTENTS OF 1)ECLARATION.-
In the declaration required under sub-
sectionl (a) the individual shall state-

(1) the amount which hl estimates as
the amount of tax under this chapter
for the taxable year, without regard to
any credits under sections 32 and 35 for
taxes withheld at source and without
regar(l to the tax imposed l)y subchapter
1', on self-employment income;

(i7079-) . -18
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SEc. 107. (CO.MPENSATION' FOR SIlRVICES
I{ENEI)REDI) FOR A P)ERIOI) OF
THIIRTY-SIX MONTHS OR MORE AND
BACK PAY.

CHANGES IN EXISTING LAW

SEC. 107. COMPENSATION FOR SERVICES
RENDERED FOR A PERIOD OF
THIRTY-SIX MIONTHS OR MIORE AND
BACK PAY.
* * * *

(e) TAX ON SELF-EMPLOYMENT IN-
COME.-This section shall be applied
without regard to, and shall not affect,
the tax imposed by subchapter E,
relating to tax on self-employment
income.

SEC. 120. UNLIMITE':D IDEI)UCTION FOR
(CHARITABLE ANI) OTHER C()NT111I-
BUTI ONS.

In the case of an individual if in the
taxable year and(l in each of the ten pre-
ceding taxable years the amoulint of the
contributions or gifts described in sec-
tion 23 (o) (or correspon(ling provisions
of prior revenue Acts) plus the amount of
income, war-profits, or excess-profits
taxes paid during such year in respect
of precedling taxable years, exceeds 90
per enltuim of the taxl)paer's net income
for each suIch year, as coml)uted withoulit
the benefit, of tlie appl)licable subsection,
then the 1.) percentuil limit impl)osed(l
bIy sectio1l 23 (o) shall 11ot he al)l)licable.

SiE;c. 131. TAXES OF F(OREI(; N ( 'OIN-
TRTl'ES AND Pl'OSSESSIONS OF' U NITED,)
STATES.

(a) Allowance of Credit.-If the tax-
l)ayer chooses to have the benefits of this
section, tlie tax ilmp)Osed by this chapter,
excel)t tile tax imposed under section
102, shall be credited with:

Sl;C. 161 hI POSITION OF TAX.
(a) Application of Tax.-The taxes

iml)osed by this chapter uIll)on ilndivid-
uals shall apply to tile income of estates
or of aiin kIild(l of l)rol)erty held il trust,
including-

SEC. 294. A)m'ITIONS TO TlL: TAX IN
CASE OF NONPAYMENTr.
* * * * *

((I) ESTIMATDI) TAX.-

SEC. 120. UNLIMITED DEDUCTION FOR
CHARITABLE AND OTHER CONTRI-
BUTIONS.

In the case of an individual if in the
taxable year and in each of the ten
preceding taxable years the amount of
the contributions or gifts described in
section 23 (o) (or corresponding pro-
visions of prior revenue Acts) plus the
amount of income (determined without
regard to subchapter E, relating to tax
on self-employment income), war-prof-
its, or excess-l)rofits taxes paid during
such year in respect of preceding taxable
years, exceeds 90 per centuin of the
taxpayer's net income for each such
year, as computed without the benefit of
the applicable subsection, than the 15
percentum limit imposed by section 23
(o) shall not be applicable.
SEC. 131. TAXES OF FOREIN COIJN-

TRIES AND POSSESSIONS OF UNITEI)
STATES.

(a) Allowance of Credit.-If the tax-
payer chooses to have the benefits of this
section, the tax imposed by this chapter,
except the tax imposed un(ler section 102
and except the tax imposed under sub-
chal)ter E'. shall l)e credited with:
SEc. 161. IMPOSITION OF TAX.

(a) Application of Tax.-The taxes
imposed by this chapter (other than the
tax imposed by subchapter E, relating to
tax oin self-emplovlyment income) upon
individuals shall a)ply to the income of
estates or of any kind of l)roperty held in
trust, incl(uding-
SE,(c. 294. ADTl) 'rioxs TTEO'l TAX IN

('C^SE OF NONP'AY.M ENT.

* * * * *

(d) l',s'rl,TI^'A.:El AX.--
* * * *

(3) TAX ON 'SELF-EMPLOYMlENT IN-
COM E.-T'l'his .subl)seion shall be applied
without regard to tlie tax imposed by
subl)hapter 1', relating to tax on self-

employ mient income.
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SEc. 322. RIEFUNDS AND CREI'ITS. S:c. 322. 1RE1FUNDS AND (REDITS.

(a) AUTHORIZA'rION.- (a) A UTlORIZATFION.--

(4) ('REDIT OR "SPElCIAL RIFlUNDIS"
O()I IEMPIOYEE SOCIAL SECURITY TAX.-
The ('Collmissioner is authliorized to
p)rescribel), with the apl)roval of the
Secretary, regulations p)rovidilng for the
crediting against the tax imposed by this
chal)ter for any taxable year of the
amount determined by the taxpayer or
the Commiissioner to be allowable under
section 1401 (() as a special reftlnd of tax
ilmplosed o0 wages received during the
calend(lar year il .which such taxable
year begins. If movie than one taxable
year begins in such calendar year, such
amount shall not be allowed under this--
section as a credit against the tax for
any taxable year other than thie last
taxable year so )begillniig. The amount
allowed as a credit under such regula-
tions shall, for the lurpl)oses of this
chapter, be considered an amnolunt, de-
ducted and withheld at thle source as
tax under subchlapter 1) of chaI)ter 9.

SUIBCHAPTEII{ E-TI'AX ON SELI,'-
EM1.PLOYMENT INCO() E

SE,:c. 480. {RATE OF TAX.
In addition to other taxes, there shall

be levied, collected, and paid for eachll
taxable year beginning after I)ecembeler
31, 1950, upon the self-employmlent in-
come of every individual, a tax as
follows:

(1) In the case of any taxable year
beginning after )ecem ber 31, 19)50, and
before January 1, 1956, tlle tax shall be
e(lual to 2¼ per centuti of the amount
of the self-emplloyment income for sulch
taxable year.

(2) In the case of any taxable year
beginning after 1)ecemiler 31, 1955, and
before .Janulary 1, 1960, the tax shall be
equal to 3 per centiti of the amount of
the self-employment income for such
taxable year.

(3) In tie case of any taxable year
beginning after )eceml)ber 31, 1 959, and
before January 1, 19!)5, the tax shall be
equal to 33a/per cen(iluml of 11he amount
of the self-emplohymeint income for such
taxable year.

(4) In tlhe ease of anuy taxable year
beginning afterl)ecember 31, 196()4, and
before January 1, 1970, the tax shall be
e('(qual to ,'l per centumlll of the amount
of the self-empl)loymenlt il('Ome for sucll
taxable year.
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(5) In the case of any taxable year
beginning after December 31, 1969, the
tax shall be equal to 47 per centum of
the amount of the self-employment in-
come for such taxable year.
SiEc. 481. DEFINITIONS.

For the purposes of this subchapter-
(a) N ET EARNINOS FROM SELP-EM-

PLOYMENT.-The term "net earnings
from self-employment" means the gross
income derived by an individual from
any trade or business carried on bv such
individual, less the deductions allowed
by this chapter which are attributable
to such trade or business, plus his distri-
butive share (whether or not distri-
)uted) of the ordinary net income or

loss, as. computed undler section 183,
from any trade or business carried on
by a partnership of which hoe is a
niemiber; except that in computing such
gross income and deductions and such
distributive share of partnership ordi-
narv net income or loss-

(1) There shall be excluded rentals
from real estate (including personal
property leased with the real estate) and
deductions attributable thereto, unless
such rentals are received in the course
of a trade or business as a real estate
dealer;

(2) There shall be excluded income
derived from any trade or business in-
which, if the trade or business were
carried on exclusively by employees, the
major portion of thel services would
constitute agricultural labor as (lefinedc
in section 1426 (h); and there shall be
excluded all deductions attributable to
such income;

(3) There shall be excluded dividends
on any share of stock, and interest on
any bond(l, debenture, note, or certificate,
or other evidence of indebtedness,
issued with interest coupons or in
registered form by any corporation
includingg one issued by a government
or political subdivision' thereof) unless
such0 dividends and interest (other than
interest described in section 25 (a)) are
received in the course of a trade or
business as a dealer in stocks or
secu(lrities;

(4) Tlhre shall be excluded any gain
or loss (A) which is considered as gain
or loss from the sale or exchange of a
capital asset, (13) from tlhe cutting or
disposal of timber if section 117 (j) is
applicable to such gain or loss, or (C)
from tlhe sale, exchange, involuntary
conversion oror other disposition of
property if such property is neither (i)
stock in trade or other propertyy of a
kind wlii(hl would properly b)e inelu(dlil)eO
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in inventory if on hand at the close of
the taxable year, nor (ii) property held
primarily for sale to customers in the
ordinary course of the trade or business;

(5) The deduction for net operating
losses provided in section 23 (s) shall
not be allowed;

(6) (A) If any of the income derived
from a trade or business (other than a
trade or business carried on by a partner-
ship) is community income under com-
munity property laws applicable to
such income, all of tile gross income and
deductions attributable to such trade
or business shall be treated as the gross
income and deductions of the husband
unless the wife exercises substantially
all of the management and control of
such trade or business, in which case all
of stfch gross income and deductions
shall be treated as the gross income and
deductions! of the wife;

(B) If any portion of a partner's
distributive share of the ordinary net
income or loss from a trade or business
carried on by a partnership is com-
munity income or loss under the coin-
Iunity property laws applicable to
such share, all of such distributive share
shall be included in computing the net
earnings from self-employment of such
partner, and no part of such share shall
be taken into account in computing the
net earnings from self-employment of
the spouse of such partner;

(7) Ini the case of any taxable year
beginning on or after the effective date
specified in section 3810, (A) the term
"possession 6of the United States" as
used in section 251 shall not include
Puerto Rico, and (B) a citizen or resi-
dent of Puerto Rico shall compute his
net earnings from self-employment in
the same manner as a citizen of the
United States and without regard to
the provisions of section 252.
If the taxable year of a partner is
different from that of the partnership,
the distributive share which he is re-
quired to include in computing his net
earnings from self-employment shall be
based upon the ordinary net income or
loss of the partnership for any taxable
year of the partnership (even though
beginning prior to January 1, 1951)
ending within or with his taxable year.

(b) SELF-EMPLOYMENT INCOME.-
The term "self-employment income"
means the net earnings from self-
employment derived by an individual
(other than a nonresident alien individ-
ual) during any taxable year beginning
after December 31, 1950; except that
such term shall not include-
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(1) That-.part of the net earnings
from self-employment which is in
excess of: (A) $3,000, minus (B) the
amount of the wages paid to such indi-
vidual during the taxable year; or

(2) The net earnings from self-
employment, if such net earnings for the
taxable year are less than $400.
For the purposes of clause (1) the term
"wages" includes remuneration paid to
an employee if such remuneration is for
services included under an agreement
entered into pursuant to the provisions
of section 218 of the Social Security Act
(relating to coverage of State em-
ployees). In the case of any taxable
year beginning prior to the effective
date specified in section 3810, an indi-
vidual who is a citizen of Puerto Rico
(but not otherwise a citizen of the
United States) and who is not a resident
of the United States or of the Virgin
Islands during such taxable year shall be
considered, for the purposes of this shub-
chapter, as a nonresident alien irndi-
vidual. An individual who is not a
citizen of the United States but who Is a
resident of the Virgin Islands or (after
the effective date specified in section
3810) a resident of Puerto Rico shall not,
for the purposes of this subchapter, be
considered to be a nonresident alien
individual.

(c) TRADE OR BUSINESS.-The term
"trade or business", when used with
reference to self-employment income or
net earnings fromnself-employment, shall
have the same meaning as when used
in section 23, except that such term shall
not include-

(1) The performance of the functions
of a public office;

(2) The performance of service by an
individual as an employee (other than
service described in section 1426 (h) (16)
(B3) performed by an individual who has
attained the age of eighteen);

(3) The performance of service by an
individual as an employee or employee
representative as defined in section 1532;

(4) The performance of service by a
duly ordained, commissioned, or licensed
minister of a church in the exercise of
his ministry or by a member of a reli-
gious order in the exercise of duties
required by such order; or

(5) The performance of service by an
individual in the exercise of his profes-
sion as a physician, lawyer, dentist,
osteopath, veterinarian, chiropractor,
naturopath, or optometrist, or as a
Christian Science practitioner, or as an
architect, certified public accountant, or
professional engineer; or the perform-
ance of such service by a partnership.
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SEC. 1400. RATE OF TAX
In addition to other taxes, there shall

be levied, collected, and paid upon the
income of every individual a tax equal
to the following, percentages of the wages
(as defined in section 1426 (a) ) re-
ceived by him after December 31, 1936
with respect to employment (as defined
in section 1426 (b) ) after such date:

(1) With respect to wages received
during the calendar years 1939 to 1949,
both inclusive, the rate shall be 1 per
centum,

,(2) With respect to wages received
during the calendar years 1950 and
1951, the rate shall be 1\} per centum.

(3) With respect to wages received
after December 31, 1951, the rate shall
be 2 per centum.

OHANGES IN EXISTING LAW

(d) EMPLOYEE AND WAGES.-The
term "employee" and the term "wages"
shall have the same meaning as when
used in subchapter A of chapter 9.
SEC. 482. MISCELLANEOUS PROVISIONS

(a) RETURNS.-Every individual
(other than a nonresident alien indi-
vidual) having net earnings from self-
employment of $400 or more for the
taxable year shall make a return con-
taining such information for the purpose
of carrying out the provisions of this
subchapter as the Commissioner, with
the approval of the Secretary, may by
regulations prescribe. Such return shall
be considered a return required under
section 51 (a). In the case of a husband
and wife filing a joint return under sec-
tion 51 (b), the tax imposed by this sub-
chapter shall not be computed on the
aggregate income but shall be the sum
of the taxes computed under this sub-
chapter on the separate self-employment
income of each spouse.

(b) TITLE OF SUBCHAPTER.-This
subchapter may be cited as the "Self-
Employment Contributions Act,"

(c) EFFECTIVE DATE IN CASE OF
PUERTO Rico.-For effective date in
case of Puerto Rico, see section 3810.

(d) COLLECTION OF TAXES IN VIRGIN
ISLANDS AND PUERTO Rico.-For pro-
visions relating to collection of taxes in
Virgin Islands and Puerto Rico, see
section 3811.
SEC. 1400. RATE OF TAX

(a) IN GENERAL.-In addition to other
taxes, there shall be levied, collected,
and paid upon the income of every indi-
vidual a tax equal to the following per-
centages of the wages (as defined in sec-
tion 1426 (a) ) received by him after
December 31, 1936, with respect to em-
ploymnent (as defined in section 1426
(b) ) after such date:

(1) With respect to wages received
during the calendar years 1939 to 1949,
both inclusive, the rate shall be 1 per
centum.

(2) With respect to wages received
during the calendar years 1950 to 1955,
both inclusive, the rate shall be 1\ per
centum.

(3) With respect to wages received
during the calendar years 1956 to 1959,
both inclusive, the rate shall be 2 per
centum.

(4) With respect to wages received
during the calendar years 1960 to 1964,
both inclusive, the rate shall be 22 per
centum.
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S.(,. 1t01.I)(U(!TI()N e1l' rAX FROM

(a) lIt1QuIMI.:wrN'T.-Tho tax itiml)()o(Sedl
by section 1400 shall h)e collected b)y tie
employer of thel taxpayer, b)y (lductitig
tlhe amount of the tax from the Wages
as Jiud whel pal(ld

(d) S1i,:;fiA(,I: H 'i's.---

CHANGES IN EXISTING LAW

(5) With respect to wages icceive(d
during the calendar years 1965 to 1969,
both inclusive, the rate shall be 3 per
celntutll.

(6) With respect to wages received
after December 31, 1969, the rate shall
be 3 i per. contum.

(b) WAOIS, SUB.JE(T TO COMBINE1)
V'ITIO111101,I)N O()h INCOMEI AND EM-
PI,)OYiE. SOCIAIl SECUjI'I'Y TAXES.--If
wages as defined in section 1633 (re-
lating to combined withholding of in-
come and employee social security
taxes) are received by an individual,
there shall be levied, collected, an(d paid
upon the incomeof such individual, in
lieu of the tax determined under subsec-
tioli (it) with respel)et to such wages, tlhe
tax which ulllder section 1633 (d) (1) is
co(nsi((dered as impl)osed(l )y this subse(-
tioll.
Sm[.'. 1401. DIDU;CTION OF' TAX FuOM

WAo ,s.

(li) I{EQU'ItME:NTc.-TeI( tfax imlll)0S(d
by section 1400 (a) shall be collected by
the eImp)loyer of the tax)ayeir, b)y de-
ducting tlhe amount of the tax from the
wages as and when paid. The tax ilm-
posed by section 1400 (b) shall be col-
lec(ed )by the employer of the taxpayer
in the manner l)rescrib)ed by section
1633 (relating to combined withholding
of income alnd employee social security
taxes).

(d1) SPICIATl, RIl':UNDS.-

(3) S, lP' IAL ItULES IN 'Tll11 ('AS,1: 01'
FI'DI)'ItA I AND ST'I'AT'' MIP'IOY!'IE,1.-

(A) Federal EIIl)IOye(s.--IIn the case
of remuneration received from the
United States or a wholly owned instru-
mentality thereof during any calendar
year after the calendar year 1950, each
iead of a Federal agency or instru-
mentality who makes a return pursuant
to section 1,t20 (c) and eacti agent,
designated by the head of a Federal
agency or instrumentality, who makes a
return pursuant to such section shall
for the purposes of subsection (c) and

paragraph (2) of this subsection, be
deemed a separate employer; and tlhe
term "wages" includes, for the purposes
of paragraph (2) of this subsection, thle
amount, not to exceed $3,000, deter-
mined by each such head or agent as
constituting wvages paid to an eml)loyee.

(B) Stlate E,,mployees.-For the pur-
)os(.s of paragraph (2) of tills subsection
in the case of remuneration received
during any calendar year after thle calen-
dar year 1950, tlhe term "wages" includes
reuneliratio! for services covered l)y an
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SEIc. 1403. I.:,cmEIr5S FOR EMPjLOYEES.
(a) 1REQIIpREMENP.-Evewryemployer

shall furnish to each of his employees a
written statement or statements, in a
form suitable for retention by tlhe em-

ployee, showing tlhe wages paid by him
to the employee after 1)ecember 31,
1939. Each statement shall cover a
calendar year, or one, two, three, or
four calendar quarters, whether or not
within the same calendar year, and
shall show tile name of tile employer,
the name of the employee, thle period
covered by the statement, the total
amount of wages paid within such
period, and theo amount of tlhe tax im-
posed by section 1400 with respect to
such wages. Each statement shliall be
furnished to the employee not later
than tlhe last (lay of the second calendar
month following the period covered by
the statement, except that, if the Cem-
ployee leaves the employ of the em-

ployer, tile final statement shall b)e fur-
nished on the day on which the last
payment of wages is male to tlhe em-
ployee. Thle employer may, at his
option, furnish such a statement to any
emp)loyeO at, the time of each payment
of wages to tle employee (luring any
calendar quarterr, in lieu of a statement
covering such quarter; and, in such
case, tile statement may show the date
of payment of the wages, in lieu of the
perio(I covere(l by the statement.

SEC. 1410. RATE OF TAX.
In addition to other taxes, every em-

ployer shall pay an excise tax, with re-
spect to having individuals in his em-
ploy, equal to ,the following percentages
of the wages (as defined in section 1426

CHANGES IN EXISTING LAW

agreement made pursuant to section 218
of the Social Security Act; the term
"employer" includes a State or any
political subdivision thereof, or any
instrumentality of any one or more of
the foregoing; the term "tax" or "tax
imposed by section 1400" includes, in
the case of services covered by an
agreement made pursuant to section 218
of the Social Security Act, an amount
equivalent to the tax which would be
imposed by section 1400 (a), if sueh
services constituted employment as
definedd in section 1426; and thle provi.
sions of paragraph (2) of this subsection
shall apply whether or not any amount
deducted from the employee's remunera-
tion as a result of an agreement made
pursuant to section 218 of the Social
Security Act has been paid to the
Secretary of the Treasury.
SEc. 1403. RECEIPTS FOR EMIPLOYEES.

(a) HtEQUInREMENNT.--Every employer
shall furnish to each of his employees a
written statement or statements, in a
form suitable for retention by the em-
ployee, showing the wages paid by him
to the employee before January 1, 1951.
(For corresponding provisions with re-
spect to wages paid after 1)ecember 31,
1950, see section 1636.) Each state-
ment shall cover a calendar year, or
one, two, three, or four calendar quar-
ters, whether or not within the samie
calendar year, and shall show the name
of the employer, the name of the em-
ployee, the pl)riod covered by the state-
ment, the total amount of wages paid
within such period, and the amount of
the tax imposed by section 1,100 with
respect to such wages. Each statement
shall l)e furnished to the emplloyee not
later than tlhe last day of the second
calendar month following the period
covered by the statement,, except that,,
if the employee leaves tllhe employ of
the employer, tlhe final statement shall
be furnished on the day on whlich tlhe
last payment of wages is made to the
employee. The employer may, at, his
option, furnish such a statl enI(t, to ailv
eml)loyee at the time of each l)atyment.
of wages to the empl)loyee luringg any
calendar quarter, in lieu of a stt.,'lement
covering such quarter; alnd, in such
case, tle statement may show the date
of payment of tile wages, in lieu of tihe
period covered by the statement.
SEc. 1410. RATE OF TAX.

In addition to other taxes, every em-
ployer shall pay an excise tax, with re-
spect to having individuals in his em-
ploy, equal to the following percentages
of the wages (as defined in section 1426
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(a)) paid by him after December 3t,,
1936, with respect to employment (as
defined in section 1426 (b)) after such
date:

(1) With respect to wages paid during
the calendar years 1939 to 1949, both
inclusive, the rate shall be 1 per centum.

(2) With respect to wages paid during
the calendar years 1950 and 1951, the
rate shall be 1Y2 per centum.

(3) With respect to wages paid after
December 31, 1951, the rate shall be 2
per centum.

SEC. 1411. ADJUSTMENT OF TAX.
If more or less than the correct amount

of tax imposed by section 1410 is paid
with respect to any payment of remu-
neration, proper adjustments with re-
spect to the tax shall be made, without
interest, in such manner and at such
times as may be prescribed by regula-
tions made under this subchalpter.

CHANGES IN EXISTING LAW

(a)) paid by him after December 31,
1936, with respect to employment (as
defined in section 1426 (b)) after such
date:

(1) With respect to wages paid during
the calendar years 1939 to 1949, both
inclusive, the rate shall be 1 per centum.

(2) With respect to wages paid during
the calendar years 1950 to 1955, both
inclusive, the rate shall be 1% per
centum.

(3) With respect to wages paid during
the calendar years 1956 to 1959, both
inclusive, the rate shall be 2 per centum.

(4) With respect to wages paid during
the calendar years 1960 to 1964, both
inclusive, the rate shall be 2% per
centuln.

(5) With respect to wages paid during
the calendar years 1965 to 1969, both
inclusive, the rate shall be 3 per centum.

(6) With respect to wages paid after
December 31, 1969, the rate shall be 3%
per centum.
S:cL. 1411. ADJUSTMENT OF TAX.

If more or less than the correct amount
of tax imposed by section 1410 is paid
with respect to any payment of remu-
neration, proper adjustments with re-
spect to the tax shall be made, without
interest, in such manner and at such
times as may be prescribed by regula-
tions made under this subchapter. For
the purposes of this section, in the case
of remuneration received from the
United States or a wholly owned instru-
mentality thereof during any calendar
year after the calendar year 1950, each
head of a Federal agency or instrumen-
tality who makes a return pursuant to
section 1420 (e) and each agent, desig-
nated by the head of a Federal agency
or instrumentality, who makes a return
pursuant to such section shall be deemed
a separate employer.
SC(. 1412. INST'rJUMEN'TAIITII8 OF THE

UNITED STATES,
Notwithstanding any other provision

of law (whether enacted l)efore or after
the enactment of this section) which
grants to any instrumentality of the
United States an exemption from taxa-
tion, such instrumentality shall not be
exempt from the tax imposed by section
1410 unless such other provision of law
grants a specific exeml)tion, by reference
to section 1410, from the tax imposed
by such .section.
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SEC. 1420. COLLECTION AND PAYMENT
OF TAXES

SEC. 1426. DEFINITIONS.
When used in this subchapter-
(a) WAoEs.-The term "wages"

means all remuneration for employment,
including the cash value of all remunera-
tion paid in any medium other than
cash; except that such term shall not
include-

(1) That part of the remuneration
which, after remuneration equal to
$3,000 has been paid to an individual by
an employer with respect to employ-

CHANGES IN EXISTING LAW

SEC. 1420. COLLECTION AND PAYMENT
OF TAXES
* '|* * *

(e) FEDERAL SERVICE.-In the case
of the taxes imposed by this subchapter
with respect to service performed in the
employ of the United States or in the
employ of any instrumentality which is
wholly owned by the United States the
determination whether an individual has
performed service which constitutes
employment as defined in section 1426
the determination of the amount of
remuneration for such service which
constitutes wages as defined in such
section, and the return and payment of
the taxes imposed by this subchapter,
shall be made by the head of the Fed-
eral agency or instrumentality having
the control of such service, or by such
agents as such head may designate. The
person making such return may, for con-
venience of administration, make pay-
ments of the tax imposed under section
1410 with respect to such service with-
out regard to the $3,000 limitation in
section 1426 (a) (1), and he shall not be
required to obtain a refund of the tax
paid under section 1410 on that part
of the remuneration not included in
wages by reason of section 1426 (a)
(1). The provisions of this subsection
shall be applicable in the case of service
performed by a civilian employee, not
compensated from funds appropriated
by the Congress, in the Army and Air
Force Exchange Service, Army and Air
Force Motion Picture Service, Navy
Ship's Service Stores, Marine Corps
Post Exchanges, or other activities,
conducted by an instrumentality of
the United States subject to the juris-
diction of the Secretary of Defense, at
installations of the National Military
Establishment for the comfort, pleasure,
contentment, and mental and physical
improvement of personnel of such Estab-
lishment; and for purposes of this sub-
section the Secretary of Defense shall
be deemed to be the head of such
instrumentality.
S:c. 1426. DEFINITIONS.
When used in this subchapter-
(a) WAGEs.-The term "wages"

means all remuneration for employment,
including the cash value of all remunera-
tion paid in any medium other than
cash; except that such term shall not
include-

(1) That part of the remuneration
which after remuneration (other than
remuneration referred to in the succeed-
ing paragraphs of this subsection) equal
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mentcduring any calendar year, is paid,
prior to January 1, 1947, to such indi-
vidual by such emnployer.with respect to
employment during such calendar year;
or that part of the remuneration which,
after remuneration equal to $3,000 with
respect to employment after 1936 has
been paid to an individual by an em-
ployer during any calendar year after
1946, is paid to such individual by such
employer during such calendar year;

(2) The amount of any payment, made
to, or oli behalf of, an employee under
a plan or system established by an em-
)loyer Which makes provision for his
employees generally or for a class or
classes of his employees (including any
amount paid by an employer for in-
surance or annuities, or into a fund, to
provide for any such payme(lt), on
account of (A) rotiretrieit, or (B)
sickness, or accident, disability, or (C)
medical and hospitalization expenses
in connection with sickness or accident
disability, or (D) death, provided the
minployee (i) has not the option to

received, instead of provision for such
death !)beneiit, any part of such payment
or, if such death'benefit is insured, any
part of the premiums (or contributions
to prelmiunms) paid by his employer,
and (ii) lhas not the right, under the
provisions of the plan or system or
policy of insurance providing for such
death ben)(.efit, to assign such benefit,
or to receive a cash consideration in
lieu of- such benefit. either upon his
withdrawal from the plan or system
providing for suchlb(enefit or upon ter-
mination of such l)lan or systemm or

policy of insurance, or of his' employ-
m(,nit witl sluch eiiiployer;

CHANGES IN EXISTING LAW

to $3,000 with respect to employment
has been paid to an individual by an
employer during any calendar year is
paid to such individual by such. em-
ployer during such calendar year. If an
employer (hereinafter referred to as suc-
cessor employer) during any calendar
year acquires substantially all the
property used in a trade or business of
another employer (hereinafter referred
to as a predecessor), or used in a separate
unit of a trade or business of a predeces-
s" , and immediately after the acquisi-
tion employs in his trade or business an
individual who immediately prior to the
acquisition was employed in the trade
or business of such predecessor, then, for
the purpose of determining whether the
successor employer has paid remunera-
tion (other than remuneration referred
to in the succeeding paragraphs of this
subsection) with respect to employment
equal to $3,000 to such individual
during such calendar year, any remu-
neration (other than remuneration re-
ferred to in the succeeding paragraphs of
this subsection) with respect to employ-
ment paid (or considered under this
paragraph as having been paid) to such
individual by such predecessor during
such calend(lar year and prior 'to such
acquisition shall be considered as having
been paid by such successor employer;

(2) The amount of any payments (in-
cluding any amount paid by an em-

ployer for insurance( or annuities, or
into a fund, to provide for any such
payment) made to, or on behalf of,
an employee or any of his (lepen(dents
un(ler a plan or system established by
an employer which makes provision for
his employees generally (or for llis cm-
ployees generally and( tleir dependents)
or for a class or classes of his employees
(or for a class or classes of his employees
and their dependents), on account of
(A) retirement, or (B) sickness or ac-
cident disabilityy, or (C) medical or
hospitalization expenses in connection
with sickness or accident (isability, or

(D) death;
(3) Any payment made to an employee

(including any amount paid by an
employer for insurance or annuities,
or into a fund, to provide for any such
payment) on account of retirement;

(4) Any payment on account of sick-
ness or accident disability, or medical
or hospitalization expenses in connec-
tion with sickness or accident dis-
ab)ility, made l)y an employer to, or on
behalf of, an employee after the ex-

piration of six calendar months follow-
ing the last calendar month in which the
e(Imploye worked for such emil)hloyer;
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(3) The payment by an employer
(without deduction from the remunera-
tion of the employee) (A) of theo tax
imposed upon an employee un(ler sec-
tion 1400 or (.B) of any payment required
from an employee under a State unem-
ploynment compensation law; or

(4) Dismissal payments which the
employer is not legally required to make.

(b) EMPLOYMENT.-The term 'em-
ployment" means any service performed
prior to January 1, 1940, which was
employment as defined in this section
prior to such date, and any service,
of whatever nature, performed after
Deceniber 31, 1939, by an employee for
the person employing him, irrespective
of the citizenship or residence of either,
(A) within the United States, or (B) on
or in connection with an American
vessel under a contract of service which
is entered into within the United States
or during the performance of which the
vessel touches at a port in the United
States, if the employee is employed on
and in connection with such vessel
when outside the United States, ex-
cept-

CHANGES IN EXIETING LAW

(5) Any payment made to, or on be-
half of, an employee or his beneficiary
(A) from or to a trust exempt from tax
under section 165 (a) at the time of
such payment unless such payment is
made to an employee of the trust as
remuneration for services rendered as
such employee and not as a beneficiary
of the trust, or (B) under or to an
annuity plan which, at the time of
such payment, meets the requirements
of section 165 (a) (3), (4), (5), and (6);

(6) The payment by an employer
(without deduction from the r:'nmuunera-
tion of the employee) (A) o! the tax
imposed upon an employee under(le sec-
tion 1400, or (B) of any payment re-
quired from an employee under a State
unemployment compel)nsation law;

(7) Remuneration paid in any me-
dium other than cash to an employee
for service not in tihe course of the
employer's trade or business or for
domestic service in a private home of
the employer;

(8) Remuneration paid in any me-
dium other than cash for agricultural
labor; or

(9) Any.payment otherr than vaca-
tion or sick pay) made to an employee
after the month in which he attains the
age of sixty-five, if he did not work for
the employer in the period for which
such payment is made.

(b) EMPLOYMENT.-The term "em-
ployment" means any service performed
after 1936 and prior to 1951 which was
employment for the purposes of this
subchapter under the law applicable to
the period in which such service was
performed, and any service, of whatever
nature, performed after 1950 either (A)
by an employee for the person employ-
ing him, irrespective of the citizenship
or residence of either, (i) within the
United States, or (ii) on or in connec-
tion with an American vessel or Ameri-
can aircraft under a contract of service
which is entered into within the United
States' or during the performance of
which and while the employee is em-
ployed on the vessel *or aircraft it
touches at a port in the United States,
if the employee is employed on and in
connection with such vessel or aircraft
when outside the United States, or (B)
outside the United States by a citizen
of the United States as an employee for
an American employer (as defined in
subsection (i) of this section); except
that, in the case of service performed
after 1950, such term shall not include-
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(1) Agricultural labor (as defined in
subsection '(h) of this section);

(2) I)omestic service in a private
home, local college club, or local chapter
of a college fraternity or sorority;

(3) Casual labor not in the course of
the employer's trade or business;

(4) Service performed by an indi-
vidual in the employ of his son,
daughter, or spouse, and service per-
formed by a child under -the age of
twenty-one in the employ of his father
or mother;

CHANGES IN EXISTING LAW

(1) (A) Agricultural labor (as defined
in subsection (h) of this section) per-
formed in any calendar quarter by an
employee, unless the cash remuneration
paid for such labor is $50 or more and
such labor is performed for an employer
by an individual who is regularly em-
ployed by such employer to perform
such agricultural labor. For the pur-
poses of this paragraph, an individual
shall be deemed to be regularly em-
ployed by an employer during a calendar
quarter only if (i) on each of some sixty
days during such quarter such individ-
ual performs agricultural labor for such
employer for some portion of the day, or
(ii) such individual was regularly em-
ploed (as determined under clause (i))
by such employer in the performance of
such labor during the preceding calendar
quarter,

(B) Service performed in connection
with the production or harvesting of any
commodity defined as an agricultural
commodity in section 15 (g) of the Agri-
cultural Marketing Act, as amended,
or in connection with the ginning of
cotton;

(2) Domestic service performed in a
local college club, or local chapter of a
college fraternity or sorority, by a
student who is enrolled and is regularly
attending classes at a school, college, or
university;

(3) Service not in the course of the
employer's trade or business performed
in any calendar quarter by an employee,
unless the cash remuneration paid for
such service is $50 or more and such
service is performed by an individual
who is regularly employed by such em-
ployer to performrf such service. For
the purposes of this paragraph, an in.di-
vidual shall be deemed to be regularly
employed by an employer during a cal-
endar quarter only if (A) on each of
some twenty-four days during such
quarter such individual performs for
such employer for some portion of the
day service not in the course of the
employer's trade or business, or (B) such
individual was regularly employed (as
determined under clause (A)) by such
employer in the performance of such
service during the preceding calendar
quarter. As used in this paragraph, the
term "service not in the course of the
employer's trade or business" includes
domestic service in a private home of
the employer;

(4) Service performed by an indi-
vidual in the employ of his son,
daughter, or spouse, and service per-
formed by a child under the age of
twenty-one in the employ of his father
or mother;
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(5) Service performed on or in con-
nection with a vessel not an American
vessel by an employee, if the employee
is employed on and in connection with
such vessel when outside the United
States;

(6) Service performed in the employ
of the United States Government or of
an instrumentaliy of the United States
which is (A) wholly owned by the United
States, or (B) exempt from the tax
imposed by section 1410 by virtue of
any other provision of law;

CHANGES IN EXISTING LAW

(5) Service performed by an indi-
vidual on or in connection with a vessel
not an American vessel, or on or in con-
nection with an aircraft not an American
aircraft, if the individual is employed on
and in connection with such vessel or
aircraft when outside the United States;

(6) Service performed In the employ
of any instrumentality of the United
States, if such instrumentality is exempt
from the tax imposed by section 1410 by
virtue of any provision of law which
specifically refers to such section in
granting such exemption;

(7) (A) Service performed in the em-
ploy of the United States, if such
service is covered by a retirement
system established by a law of the
United States or by the agency for
which such service is performed;

(B) Service performed in the employ
of any instrumentality of the United
States, if such service is covered by a
retirement system established by a law
of the United States;

(C) Service performed in the employ
of an instrumentality of the United
States which is either wholly owned or
which, but for the provisions of section
1412, would be exempt from the tax
imposed by section 1410 and was
exempt from the tax imposed by section
1410 on December 31, 1950, except that
the provisions of this subparagraph shall
not be applicable to-

(i) service performed in the employ
of a national farm loan association, a
production credit association, a State,
county, or community committee under
the Production and Marketing Adininis-
tration, a Federal credit union, the
Bonneville Power Administrator, or the
United States Maritime Commission; or

(ii) service performed in the employ
of the Tennessee Valley Authority unless
such service is covered by a retirement
system established by such authority; or

(iii) service performed by a' civilian
employee, not compensated from funds
appropriated by the Congress, in the
Army and Air Force Exchange Service,
Army and Air Force Motion Picture
Service, Navy Ship's Service Stores,
Marine Corps Post Exchanges, or other
activities, conducted by an instru-
mentality of the United States subject
to the jurisdiction of the Secretary of
Defense, at installations of the National
Military Establishment for the comfort,
pleasure, contentment, and mental
and physical improvement of personnel
of such Establishment;

(D) Service performed in the employ
of the United States or in the employ
of any instrumentality of the United
States, if such service is performed-
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(i) as the President or Vice President
of the United States or as a Member,
Delegate, or Resident Commissioner, of
or to the Congress;

(ii) in the legislative branch;
(iii) In the field service of the Post

Office Department unless performed by
any individual as an employee who is
excluded by Executive order from the
operation of -the Civil Service Retire-
ment Act of 1930 because he is serving
under a temporary appointment pend-
ing final determination of eligibility for
permanent or indefinite appointment;

(iv) ill or under the Bureau of the
Census of the Department of Com-
Imerce by temporary employees em-
ployed for the taking of anly census;

(v) by any il(livi(iual as an employee
who is (exelud(i1ed bylI'NeIitive order from
the oel)rat.ion of the Civil Service
l{etiren(,nt Act of 19i30 because ie( is
pakl on a contract, or fee basis;

(vi) by any individual as an employee
receiving nominal compensation of $12
or less per annuml

(vii) in a hospital, home, or other'
institution of the United States by a
patient or inmate thereof;

(viii) by any individual as a consular
agent appointed under authority of
section 551 of the Foreign Service Act
of 19,40 (22 U. S. C., sec. 9)51);

(ix) by any individual as an employee
include(l under section 2 of the Act of
August 4, 194.7 (relating to certain
interns, student nurses, and other
student employees of hospitals of the
Federal (Oovernnment; 5 U. S. C., see.
1052);

(x) by any individual as an employee
serving oti a temporary basis in case of
fire, storm, earthquake, flood, or other
emergency;

(xi) by any individual as an eml)ployee
who is employed under a Federal relief
program to relieve himu from uneml)loy-
menit; or

(xii) as a memllber of a State, county,
or community committee under tlle
Production and Marketing Admninistra-'
tion or of any other board, council,
committee, or other similar body, unless
such board, council, committee, or otiler
bodlyis comnl)osed exclusively of indi-
viduals otherwise in the full-time employ
of the United States;

(7) Service l)erformed( in the emplloy (8) Service p)erfornmed in tlhe employ
of a State or any political subdivision of a State, or any political subdivision
thereof or any instrumentality of any thereof, or inmy instrumentality of any
one or more of the foregoing wchilh is one or lmmore of the foregoing which is
wholly owned by one or more States or wholly owlne(l by one or more States or
political subdivisions; and any service political subdivisions; and any service
performed in the employ of any instru- performed( in tlhe employ of any instru-
mentality of one or ;more States or mentality of one or more States or
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political subdivisions to the extent. hat
the instrumentality is with respect tc
such service immune under the Con-
stitution of the United States from the
tax imposed b)y section 1410;

(8) Service performed in the employ
of a corporation, community chest, fund(l
or foundation, organized alldl opel)rate
exclusively for religious, charital)le,
scientific, literary, or educational pur-
poses, or for the prevention of cruelty
to children or animals, no part of the net
earnings of which inures to thie benefit
of any private shareholder or individual,
and no substantial part of the activities
of which is carrying on propaganda, or
otherwise atteml)ting, to influence legis-
lation;

(9) Service performed b)y an inli-
vidual as an employee or employee rep-
resentative as defiled iln section 1532;

(10) (A) Service performed in any
calendar quarter in tihe employ of any
organization exempt froiI income tax
under section 101, if-

(i) the remuneration for such service
does not exceed $45, or

(ii) such service is in connection with
the collection of dues or p)remliums for a
fraternal beneficiary society, order, or
association, and is performed away from
the home office, or is ritualistic service
in connection with any such society,
order, or association, or

(iii) such service is l)erformed by a
student who is enrolled and is regularly
attending classes at a school, college, or
university;

(B) Service performed in the employ
of an agricultural or horticultural or-
ganization exempt from income tax
under section 101 (I);

(C) Service performed in tile employ
of a voluntary employees' beneficiary
association' providing for thle payment
of life, sick, accident, or other lx)iefits
to the members of such association or
their dependents, if (i) no part of its met
earnings inures (other tlhanl tihroiugll such

67079~.)-5 19
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, political subdivisions to tile extent that
tile instrutmentality is, with respect to

- such service, immune under the Consti-
tutionl of the United Stales from the tax
imposed by section 1410;

(9) (A) Service performed by a duly
ordained, commissioned, or licensed
minister of a church ini the exercise of his
ministry or by a member of a religious
order in the exercise of duties required
by such order;

(B) Service in the employ of-
(i) a corporation, fund, or foundation

which is exempt from income tax under
section 101 (6) and is organized and op-
erated primarily for religious purposes;
or

(ii) a corporation, fund, or founda-
tion which is exempt from income tax
under section 101 (0) and is owned and
operated b)y one or more corporations,
funds, or foundations included under
clause (i) of this subl)aragraplh;
unless such service is )erfornled( oil or
after tile first (lay of the calendar quar-
ter following the calendar quarter in
which such corporation, fund, or foun-
dation files. (whether filed on, before, or
after January 1, 1951) with the Com-
missioner a statement that it desires to
have the insurance system established
by title II of the Social Security Act ex-
tended to services performed by its
employees;

(10) Service performed by anll indi-
vidual as an employee or employee rep-
resentative as defined il section 1532;

(11) (A) Service performed illany
calendar quarter in th, employ of any
organization exempt, from income tax
under section 101, if the remuneration
for such service is less than $50;

(B) Service performed. ili tte( employ
of a school, college, or tlniversitv if such
service is l)erformed by a stuldlelt who is
enrolled and is regularly attending
classes at suchs chool, college, or uni-
versity;
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payments) to the benefit of any private
shareholder or individual, and (ii) 85
per centum or more of the income con-
sists of amounts collected from members
for the sole purpose of making such pay-
ments and meeting expenses;

(D) Service performed in the employ
of a voluntary employees' beneficiary
association providing for the payment of
life, sick, accident, or other benefits to
the members of such association or their
dependents or their designated benefici-
aries, if (i) admission to membership in
such association is limited to individuals
who are officers or employees of the
United States Government, and (ii) no
part, of the net earnings of such associa-
tion inures (other than through such
payments) to the benefit of any private
shareholder or individual;

(E) Service performed in any calen-
dar quarter in the employ of a school,
college, or university, not exempt from
income tax under section 101, if such
service is performed by a student who
is enrolled and is regularly attending
classes at such school, college, or uni-
versity, and the remuneration for such
service does not exceed $45 (exclusive of
room, board, and tuition);

(11) Service performed in the employ
of a foreign government (including serv-
ice as a consular or other officer or
employee or a nondiplomatic repre-
sentative);

(12) Service performed in the employ
of an instrumentality wholly owned by
a foreign government-

(A) If the service is of a character
similar to that performed in foreign
countries by employees of the United
States Government or of an instrumen-
tality thereof; and

(B) If the Secretary of State shall
certify to the Secretary of the Treasury
that the foreign government, with re..
spect to whose instrumentality and em..
ployees thereof exemption is claimed,
grants an equivalent exemption with
respect to similar service performed in
the foreign country by employees of the
United States Government and of in-
strumentalities thereof;

(13) Service performed as a student
nurse in the employ of a hospital or a
nurses' training school )by an individual
who is enrolled and is regularly attend-
ing classes in a nurses' training school
chartered or approved pursuant to
State law; and service performed as ain
interne in the employ of a hospital by
an individual who has completed a four
years' course in a medical school
chartered or approved pursuant to
State law;

CHANGES IN EXISTING LAW

(12) Service performed in the employof a foreign government (including serv-
ice as a consular or other officer or em-
ployee or a nondiplomatic representa-
tive);

(13) Service performed in the employ
of an instrumentality wholly owned by
a foreign government-

(A) If the service is of a character
similar to that performed in foreign
countries by employees of the United
States Government or of an instrumen-
tality thereof; and

(B) If the Secretary of State shall
certify to the Secretary of the Treasury
that the foreign government, with re-
spect to whose instrumentality and em-
ployees thereof exemption is claimed,
grants an equivalent exemption with
respect to similar service performed in
the foreign country by employees of the
United States Governmenment and of
instrumentalities thereof;

(14) Service performed as a student
nurse in the employ of a hospital or a
nurses' training school by an individual
who is enrolled and is regularly attend-
ing classes in a nurses' training school
chartered or approved pursuant to
State law; and service performed as an
interne in the employ of a hospital by
an individual who has completed a four
years' course in a medical school
chartered or approved pursuant to
State law;
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(14) Service performed by an indi-
vidual in (or as an officer or member of
the crew of a vessel while it is engaged
in) the catching, taking, harvesting,
cultivating, or farming of any kind of
fish, shellfish, crustacea, sponges, sea-
weeds, or other aquatic forms of animal
and vegetable life (including service per-
formed by any such individual as an
ordinary incident to any such activity),
except (A) service performed in connec-
tion with the catching or taking of
salmon or halibut, for commercial pur-
poses, and (B) service performed on or
in connection with a vessel of more than
ten net tons (determined in the manner
provided for determining the register
tonnage of merchant vessels under the
laws of the United States);

(15) (A) Service performed by an
individual under the age of eighteen in
the delivery or distribution of news-
papers or shopping news, not including
delivery or distribution to any point for
subsequent delivery or distribution;

(B) Service performed by an indi-
vidual in, and at the time of, the sale of
newspapers or magazines to ultimate
consumers, under an arrangement under
which the newspapers or magazines are
to bec sold by him at a fixed price his
compensation being based on the retein-
tion of the excess of such price over the
amount at which the newspapers or
magazines are charged to him, whether
or not he is guaranteed a minimum
amount of compensation for such serv-
ice, or is entitled to be credited with the
unsold newspapers or magazines turned
back; or

(16) Service performed in the employ
of an International Organization.

(C) INCLUJI)D AND EXCLUDED SERV-
IcE.-]1f the services performed during
one-half or more of any pay period by
an employee for the person employing
him constitute employment, all the
services of such employee for such period
shall be deemed to be employment;
but if the services performed during
more than one-half of any such pay
period by an employee for the person
employing himn- do not constitute em-
ployment, then none of the services
of such employee for such period shall
be deemed to be employment. As used
in this subsection the term "pay period"
means a period (of not more than thirty-
one consecutive days) for which a pay-
ment of remuneration is ordinarily
made to the employee by the person
employing him. This subsection shall
iwt be applicable with respect to services
performed in a pay period by an em-
ployee for the person employing him,
where any of such service is excepted
by paragraph (9) of subsection (b).

CHANGES IN EXISTING LAW

(15)) Service performed by ar indi-
vidual in (or as an officer or member of
the crew of a vessel while it is engaged
in) the catching, taking, harvesting, cul-
tivating, or farming of any kind of fish,
shellfish, crustacea, sponges, seaweeds,
or other aquatic forms of animal and
vegetable life (including service per-
formed by any such individual as an
ordinary incident to any such activity),
except (A) service performed in connec-
tion will the catching or taking of
salmon or halibut, for commercial pur-
poses, and (B) service performed on or
in connection with a vessel of more than
ten net tons (determined in the manner
provided for determining the register
tonnage of merchant vessels tinder the
laws of the United States);

(16) (A) Service performed by an
individual under the age of eighteen in
the delivery or distribution of news-
papers or shopping news, not including
delivery or distribution to any point for
subsequent delivery or distribution;

(B) Service performed by an indi-
vidual in, and at the time of, the sale of
newspapers or magazines to ultimate
consumers, under an arrangement under
which the newspapers or magazines
are to be sold by him at a fixed price,
his compensation being based on the
retention of the excess of such price over
the amount at which the newspapers or
magazines are charged to him, whether
or not he is guaranteed a minimum
amount of compensation for such serv-
ice, or is entitled to be credited with the
unsold newspapers or magazines turned
back; or

(17) Service performed in the employ
of an international organization.

(C) IN(JLUDED) AND EXCLUDED SERV-
ICE.-If the services performedd during
one-half or more of any pay period by
an employee for the person employing
him constitute employment, all the serv-
ices of such employee for sucli perio(
shall be deemed to be employment;
but if the services performed during
more than one-half of any such pav
period by an employee for the person
emplloying him (1o not constitute em-

ployment, then Tnone of the services of
such employee for such period shall be
deemed to be employment. As used in
this subsection the term "pay period"
means a period (of not more than thirty-
one consecutive days) for which a pay-
ment of remuneration is ordinarily
made to the employee by the person
employing him. This subsection shall
not be applicable with respect, to serv-
ices performed in a pay period by an
employee for the person employing him,
where any of such service is excepted by
paragraph (10) of subsection (b).
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(d) El*M PI,O l.YE.-'The term "e'i -

p)loyee" includes an officer of a corpo-
ration, but such term does not include (1)
any individual who, under the usual
common-law rules appIl)icable in (Ic-
termllining the employer-employee rela-
tioishilp, has the status of an independ-
ent contractor or (2) any individual
(except an officer of a corporation) who
is not an employee under such common-
law rules.

(e) S'1,v'lA,.--The term "State" in-
cludes Alaska, H awaii, and the District
of Columbli'.

* * ***$$

(g) AMERICAN' VE.:ssE:l,.-'lTheterm
"American vessel" lmeaI(s any vessel
docunlnete(d or l)numbered under tlhe
laws of tie Unite(l Sates; miand includes
any vessel which is neither documented
or numbered under the laws of the
United States nlor documented under
the laws of any foreign country, if its
crew is employed solely by one or more
citizens or residents of the United
States or corporations organized under

CIIAN(IES IN EXISTING LAW

(d) E]MPt,,OYEl..-The term "em-
ployee" Imeans-

(1) any officer of a corporation; or
(2) any individual who, under the

usual common-law rules apl)plicable in
determining'the emp)loyer-empl)oyee re-
lationship, has the status of an em-
l)loyee; or

(3) any individual (other than an
individual who is an employee under
paragraph (1) or (2) of this subsection)
who performs services for remuneration
for any person--

(A) as an agent-driver or commission-
(Iriver engaged in distributing meat
l)rodiucts, bakery products, or laundry
or dry-cleaning services; or

(B3) as a full-time life insurance sales-
man; if the contract, of service contem-
p)lates that substantially all of such
services are to be p)erformed(l personally
1y such individual; except that an
individual shall not be included in the
term "empl)loye" under the provisions
of this paragraph if such individual has a
substantial investment, in facilities used
in connection with the performance of
such services (other than in facilities for
transportationn, or if tihe services are in
the nature of a single transaction not
part of a c(ltinuinlg relationship with
the person for whom the services arc
performed.

(e) STATE, EITC.-
(1) The term "State" includes Alaska,

Hawaii, the District of Columbia, and
the Virgin Islands; and on and after the
effective (late specified in section 3810
such term includes Puerto Rico.

(2) UNITED S'TATES.--The term
"lUnited States" when used in a geo-
grapllical sense includes the Virgin
Islands; and on an(l after tle effective
date specified in section 3810 such term
includes Puerto Rico.

(3) CqITIZEN.--An individual who is a
citizen of Puerto Rico (but not other-
wise a citizen of the United States) and
who is not a resident of the United
States shall not be considered, for the
purposes of this section, as a citizen of
the United States prior to the effective
d(late specified in section 3810.

(g) AMEIIICAN VESSIL AND) AIR-
(RAFT.-The term "American vessel"
Means any vessel, documented or nuIm-
bered under the laws of the United
States; and includes any vessel which is
neither (ocumented or numbered under
the laws of the United St(ates nor (1ocu-
miented under tile laws of any foreign
country, if its crew is employed solely
by one or more citizens or residents of
the United States or corporations
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the laws of the United States or of any
State.

(hl) A(cil CULiLTUJRAL LAnoi.-Tihe
term "agricultural labor" includes all
services performed-

(1) O()n a farm, in the employ of any
person, in connection with cultivating
the soil, or in connection with raising or
harvesting any agricultural or horticul-
tural commodity, including the raising,
.shearing, feeding, caring for, training,
and mlanagellmenlit of livestock, bees,
poultry, andl fur-bearing animals aid(

il(llife.
(2) Ili the empl)loy of the owner or

tenant or other operator of a farm, in
connection with the operation, manage-
ment, conservation, implrovemlent, or
maintenance of such farm and its tools
and equipment, or in salvaging timber
or clearing land of brush and other
debris left by a hurricane, if the major
part of such service is performed on a
farm.

(3) InI connection with the I)ro(luction
or harvest.iig of maple sirip or maple
sugar or any commodity defi,(ted as an
agricultural commodityy in section 15 (g)
of the Agricullilmiral Mlarketing Act, as
alimended, or illn cil(ectioII wvitll the
raising or harvesting of lmulshroomls, or
inll cOlectiOll with the ilatchling of
poultry, or in connection withl the
ginning of cotton, or in coIilctioln with
le ol)peration of maintenance of pitchess,

canals, reservoirs, or vat erways used
exclusively for supplying and st orilng
water for farming pu roses.

(4) In handling, l)lanting, drying,
packing, plackagirlg, l)rocessinlg, freez-
ilig, grad(lilg, storing, or delivering to
storage or to make, or to a carrier for
transl)or ationl ,to market, anly agricul-
tural or horticultural commnod(lity; but)t
(lly if stlch service is performed as an
ilncident to ordinary farming operations
or, in the (case (of fruits and vegetables,
ais anl incident to the preparation of
such fruits or vegetables for market.
ihe( )rovisiols of this )aragra)ihl sliall
Iot)be (leelmied to be applicable'wit-h
r1sp)et.t to service )performed(l ill connlec-
tion with commercial ca(liiiiit or (com-
mnercial freezing or ill coilectlioll with
any agriculllt,ural or liorlicultural comn-

mod1litiy after its delivery 1o a Itrminlal
ulmarket for (list rilbult i for (cosumptiol.
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organized under the laws of the United
States or of any State; and the term
"American aircraft" means an aircraft.
relgistered(l un(ler the laws of thie ThUit ed
States.

(Ii) Ac:tie(U 'rUALTt,l A,,0o It.---'l'lie
terin "agricult.uraLl Ialhor" inclueils all
service l)erformed-

(1) ()On a farm, in the employ of alyv
person,, in cionilection with culitivatilnig
the soil, or in collection with raising or
harvesting any agricultural or horticmil-
tural eonmm(fodity, incl udhlig the raising,
shearing, feeClillg, carigl for, training,
and mlali.mgl(.mt of livestock, bees,
1)poultry, and, fur-bearing animals ',ian
willlife.

(2) In the employ of tile owner or
tenant or othlerm ol)erator of a farm, in
connection with the operation, mianage-
ment, conservation, improvement, or
maintenance of such farm and its tools
and equipment, or in salvaging tinmbler
or clearing land of brush and other debris
left by a hurricane, if the major part of
such service is performed on a farm.

(3) In connection with the l)rodlc-
lion or harvesting of ainy colimmodity
(lefinled as anl agricultural commodity
in section 15 (g) of the Agricultural
5Marketing Act,, as amended, or ini
connection witlh the ginling of cotton, or
in connection with the operation or
maintenance of ditches, canals, reser-
voirs, or waterways, not owned or

operated for profit, used exclusively for
supplying and storing water for farm ingg
)11urposes.

(4) (A) ITn'the empi)loy of tlie operator
of a f.rmi il hanllinlg, planitillng, drying,
packing, packaging, l)ro(essi rg, freez-
iiig, grad(ing, storing, or delitverilg to
storage or to market or to a carrier for
transpl)ortation to market, ill its t(ilnitnu-
factured state, any agricultural or lort i-
cultural commodity; I)ut only if such
operator produced more t lihin omli-half
of thle commodity with respect to which
such service is performed.

(13) In the employ of a group of
operators of farms (other than a coo)-
erative organization) in th e performance
of service (lescribe(l in subll)ptragraphl
(A), but only if such operators produced
all of the commodity with resl)ectl to
which such service is performed. For
thlie rosess of this subpraf)'grapl), mny
unincorl)orate(l group) of ol)perators shall
)e (Idemedl a cooperative organization

if tlie number of operators comprnlising
such group is more than twenty at any
lime (during time calendar qullarter iii
whlici('lsu service is ple(rforrmel.
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As used in this subsection, the term
"farm" includes stock, dairy, poultry,
fruit, fur-bearing animal, and truck
farms, plantations, ranches, nurseries,
ranges, greenhouses or other similar
structures used primarily for the raising
of agricultural or horticultural commod-
ities, and orchards.

(i) OFFICERS AND) MEMBERS OF
CREWS EMPLOYED BY WAR SHIPPINO
ADMINISTRATION.--The term "emplloy-
ment" shall include such service as is
determined by the Administrator, War
Shipping Administration, to be per-
formed after September 30, 1941, and
prior to the termination of title I of the
First War Powers Act, 1941, on or in
connection with any vessel by an officer
or member of the crew as an employee
of the United States employed through
the War Shipping Administration, or, in
respect of such service performed before
February 11, 1942, the United States
Maritime Commission, but shall not
include any such service performed (1)
under a contract entered into without
the United States and during the per-
formance of which the vessel does not
touch at a port in the United States, or

(2) on a vessel documented under the
laws of any foreign country and bare-
boat chartered to the War Shipping
Administration. The term "wages"
means, with respect to service which
constitutes employment by reason of
this subsection, such amount of re-
muneration as is determined (subject
to the provisions of this section) by the
Administrator, War Shipping Adminis-
tration, to be paid for such service. The
Administrator and such agents as he
may designate for the purpose are
authorized and directed to comply with
the provisions of the internal revenue
laws on behalf of the United States as
the employer of individuals whose
service constitutes employment by rea-
son of this subsection, but the Ad-
ministrator and his agents shall not be
liable for the tax on any employee

CHANGES IN EXISTING LAW

(C) The provisions of subparagraphs
(A) and (B) shall not be deemed to be
applicable with respect to service per-
formed in connection with commercial
canning or commercial freezing or in
connection with any agricultural or
horticultural commodity after its deliv-
ery to a terminal market for distribution
for consumption.

(5) On a farm operated for profit if
such service is not in the course of the
employer's trade or business or is
domestic service in a private home of
t he employer.
As used in this section, the term

"farm" includes stock, dairy, poultry,
fruit, fur-bearing animal, and truck
farms, plantations, ranches, nurseries,
ranges, greenhouses or other similar
structures used primarily for the raising
of agricultural or horticultural commod-
ities, and orchards.

[The matter contained in sections
1426 (i) and (j) of the Internal Revenue
Code is covered in sections 1420 (e) and
1426 (b) (7) of the Internal Revenue
Code as amended by the bill.]
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imposed by section 1400 (unless the
Administrator or his agent collects such
tax from the employee) with respect
to service performed before the date of
enactment -of this subsection which
constitutes employment by reason of
the enactment of this subsection. The
Administrator, War Shipping Adminis-
tration, and the United States Maritime
Commission, and their agents or persons
acting on their behalf or for their ac-
count, may, for convenience of adminis-
tration, make payments of the tax
imposed under section 1410 without
regard to the $3,000 limitation in section
1426 (a) (1), but they shall not be
required to obtain a refund of the tax
paid under section 1410 of the Internal
Revenue Code on that part of the
remuneration of seamen in their employ
not included in wages by reason of
section 1426 (a) (1) of the Internal
Revenue Code.

(j) CERTAIN ENPLOYEES OF BONNE-
VII,IE POWER ADMINISTRATOR.-The
term '"employment" shall include such
service as is determined by the Bonne-
ville Power Administrator (hereinafter
called the Administrator) to be per-
formed after December 31, 1945, by a
laborer, mechanic, or workman, in
connection with construction work or
the operation and maintenance of
electrical facilities, as an employee per-
forming service for the Administrator,
but shall not include any service per-
formed by such a laborer, mechanic, or
workman, to whom the Act of May 29,
1930' (46 Stat. 468), as amended,
applies. The term "wages" means,
with respect to service which constitutes
emllloyment by reason of this subsec-
tion, such amount of remuneration as is
determined (subject to the provisions
of this section) by the Administrator to
be paid for such service. The Adminis-
trator is authorized and directed to
comply with the provisions of the
internal revenue laws on behalf of the
United States as the employer of in-
dividuals whose service constitutes
employment by reason of this sub-
section.
SEC. 1428. ESTIMATE OF R1EVENUE

REDUCTION.
The Secretary at intervals of not

longer than three years shall estimate
the reduction in the amount of taxes
collected under this subchapter by
reason of the operation of paragraph (9)
of subsection (b) of section 1426 and
shall include such estimate in his
annual report.

CHANGES IN EXISTING LAW

(i) AMERICAN EMPLOYER.-The term
"American employer" means an em-
ployer which is (1) the United States
or any instrumentality thereof, (2) an
individual who is a resident of the
United States, (3) a partnership, if
two-thirds or more of the partners are
residents of the United States, (4) a
trust, if all of the trustees are residents
of the United States, or (5) a corpora-
tion organized under the laws of the
United States or of any State.

SEC. 1428. ESTIMATE OF REVENUE
I EDUCTION.

The Secretary at intervals of not
longer than three years shall estimate
the reduction in the amount of taxes
collected under this subchapter by
reason of the operation of paragraph
(10) of subsection (b) of section 1426
and shall include such estimate in his
annual report.
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SF,. 1607. DEIINIrrIONS.
When used inl this subehapter--

* * ;

(b) A( -- e term "wages"
Ineans all remuneration for employ-
mernt, including the cash value of all
remuneration paid in any iluedilum other
than (ashl; except that such term sliall
lnot include-

(1) That part of the remnineration
which, after reimuuueration equal to
$3,000 hias been paid to an ind(ivud(ual
by an elmpl)loyer witl resl)ect to employ-
ment during any (calendar year, is paid
after l)ecember 31, 1939, and prior to
January 1, 19-17, to such individual by
suchl eiplloyer with resl)ect to employ-
ment (during such calendar year; or that
part of the remuneration which, after
remuneration equllal to $3,000 with
respect 'to employment after 1938 has
been paid to an individual by an eam-

)loyer (idring any calendar year after
19460, is paid to such individual by such
employer during such calendar year;

(2) Thie amount of any payment Ilade
to, or on behalf of, an employee under a

p)lan or systeui establishe(l by an em-

ployer whichll makes provision for Ihis iem-
i)loyees generally or for a class or classes
of his employees (including any aniolnit,
aild by anr empl)loyer for insurance or

anlnlities, or into a fund, to provide for
any such paymentt, on account of (A)
retirement, or (13) sickness or accident
disability, or (C) medical and hospitali-
zation expenses in conlneetion with
sickness or accident disability, or (D)
death, provided the eml)loyee (i) has
not the option to receive, instead of

CHIAN(GES IN EXISTING LAW

SEC. 1607. DEFINITIONS.
When u1sed in this subchapter-

(1b) WAG -:S.-lThe term "wages"
means nll remuneration for employ-
ment, including the cash value of all
remuneration paid in any medium other
than cash; except that such term shall
not include-

(1) That part of the remuneration
which, after remuneration (other than
remuneration referred to in the succeed-
ing l)aragral)hs of this subsection) equal
to $3,000 with respect to employment
has been paid to an individual by an
employer during any calendar year, is
paid to such indivi(lual l)y such employer
during such calendar year. If an em-

ployer (hereinafter referred to a.s suc-
cessor employer) duringg any calendar
year acquires substantially all the prop-
erty used in a trade or business of
another employer (hereinafter referred
to as a predecessor), or used in a sepa-
rate unit of a trade or business of a

predecessor, and immediately after the
acquisition employs in his trade or
business an individual who immediately
prior to the acquisition was employed
in the trade or business of such pre-
decessor, then, for the purl)ose of deter-
mining whether the successor employer
has paid remuneration (other than
rcntmueration referred to in the succeedl-
ing paragraphs of this subsection) with
respect to employment equal to $3,000
to such individual during such calendar
year, any remuneration (other than
remuneration referred to in the succeed-
ing paragraphs of this subsection) with
respect to employment paid (or con-
sidered under this paragraph as having
beel paid) to such individual by such
l)re(decessor during sulch calendar year
and prior to such acquisit iol shall )e
cousideredl as having l)en p)aidl by such
successor employer;

(2) The anlount of aniy l)aymen(t (in-
chluding any amount paid by an em-

ployer for insurance or annuities, or into
a fund, to l)rovide for anty such pay-
ment) mIade tlo, or o¢n behalf of, an e(nm-
ployene or any of his del)penden(lts under a
)lan or system established by an

ctiemployer which niakes l)rovision for his

employees generally (or for his em-

1)loyees generally and their dependents)
or for a class or classes of his employees
(or for a class or classes of his employees
and their dependents) on account of (A)
retirement, or (B) sickness or accident
disability, or ((,) medical or hospitaliza-
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provision for such death benefit, any
part of such payment or, if such death
benefit is insured, any part of the pre-
miums (or contributions to lremliunis)
paid by his employer and (ii) has not
the right, under the provisions of the
plan or system or policy of insurance
l)roviding for such death benefit, to
assign such benefit, or to receive a cash
consideration in lieu of such benefit
either upon his withdrawal from the
plan or system providing for such bene-
fit or upon termination of such plan or
system or policy of insurance or of his
employment with such employer;

(3) The payment by an employer
(without deduction from the remiunera-
tion of the employee) (A) of the tax im-
posed upon an eml)loyce under section
1400 or (B) of any payment required
from an employee under a State unem-

ployment compensation law; or

(4t) Dismissal payments which tihe
emplloyer is not legally required to make.

(c) EMPLOYMENT.-The term "em-
ployment" means any service performed
prior to July 1, 1946, which was employ-
ment as defined in this section as in
effect at the time the service was per-
formed; and any service, of whatever
nature, performed after June 30, 1946,
by an employee for the person employ-
ing him, irresl)ective of the citizenship
or residence of either, (A) within the
United States, or (1B) on or in connection
with an American vessel under a con-
tract of service which is entered into
within the United States or during the
performance of which the vessel touches
at a port in tihe United States, if the

CHANGES IN EXISTING LAW

tion expenses in connection with sick-
ness or accident disability, or (D) death;

(3) Any payment made to an em-
ployee (including any amount paid by
an employer for insurance or annuities,
or into a fund, to provide for any such
payment) on account of retirement;

(4) Any payment on account of sick-
ness or accident disability, or medical or

hospitalization expenses in connection
with sickness or accident disability,
made by an employer to, or on behalf of,
an employee after the expiration of six
calendar months following the last
calendar month in which the employee
worked for such employer;

(5) Any payment male to, or on be-
half of, an employee or his beneficiary
(A) from or to a trust exeml)t from tax
un(ler section 165 (a) at the time of such
payment unless such payment is made(
to an employee of the trust, as remunera-
tion for services rendered as such em-
ployee and not, as a beneficiary of the
trust, or (B13) under or to an annuity plan
which, at the time of such l)ayment,
meets the requirements of section 165
(a) (3), (4), (5), and (6).

(6) Thle payment. by an employer
(without deduction from the remunera-
tion of tile employee) (A) of the tax
imposed upon an emplloyee under sec-
tion 1400, or (B) of any payment re-
quired from an eml)loyee under a State
unemployment compensation law;

(7) Any payment (other than vaca..
tion or sick pay) made to an employee
after the month in which lie attains the
age of sixty-five, if lie (lid not work for
the empl)loyer in tile period for which
such l)ayment is made;

(8) Dismissal p)aymlents which tlhe
employer is not legally required to make.

[Under section 209 (a) (3) of the bill,
paragraph (8) above is inal)p)licabl)e with
respect to remuneration paid after
Decembe)cr 31, 1951.]

(c) EMPLOYMENT.-The term "em-
ployment" means any service performed
prior to July 1, 1946, which was eml)loy-
ment as defined in this section as in
effect at the time tlie service was per-
formed; and any service, of whatever
nature, performed after June 30, 1946,
by an employee for the person employing
him, irrespective of tile citizenship or
residence of elither, (A) within the United
States, or (B) on or in connection with
an American vessel under a contract of
service which is entered into within
the JUnited States or during time per-
formance of which thie vessel touches at
a port in thle United States, if the em-
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employee is employed on and in connec-
tion with such vessel when outside the
United States, except-

* * * * $

(10) (A) Service performed in any
calendar quarter in the erhploy of any
organization exempt from income tax
under section 101, if-

(i) the remuneration for such
service does not exceed $45, or

(E) Service performed in any calendar
quarter in the employ of a school, col-
lege, or university, not exempt from
income tax under section 101, if such
service is performed by a student who
is enrolled and is regularly attending
classes at such school, college, or univer-
sity, and the remuneration for such
service does not exceed $45 (exclusive
of room, board, and tuition);
SEC. 1621. DEFINITIONS.

As used in this subchapter-
(a) WAGES.-The term "wages"

means all remuneration (other than
fees paid to a public official) for services
performed by an employee for his em-
ployer, including the cash value of all
remuneration paid in any medium other
than cash; except that such term shall
not include remuneration paid-

* * * * *

(3)
home
of a

(4)
of th

CHANGES IN EXISTING LAW

ployce is employed on and in connection
with such vessel when outside the
United States, except-

* * * * *

(10) (A) Service performed in any
calendar quarter in the employ of any
organization exempt from income tax
under section 101, if-

(i) the remuneration for such
service is less than $50, or

(E) Service performed in the employ
of a school, college, or university, not
exempt from income tax under section
101, if such service is performed by a
student who is enrolled and is regularly
attending classes at such school, college,
or university;

SEc. 1621. DEFINITIONS.
As used in this subchapter--
(a) WAGES.-The term "wages"

means all remuneration (other than fees
paid to a public official) for services
performed by an employee for his em-
ployer, including the cash value of all
remuneration paid in any medium other
than cash; except that such term shall
not include remuneration paid-

* * * * *

for domestic service in a private (3) (A) for domestic service in a
, local college club, or local chapter private home, or (B) for domestic
college fraternity or sorority, or service performed in a local college

club, or local chapter of a college fra-
ternity or sorority, by a student who is
enrolled and is regularly attending
classes at a school, college, or univer-
sity, or

for casual labor not in the course (4) for service not in the course of the
e employer's trade or business, or employer's trade or business performed
$ * * * * in any calendar quarter by an employee,

unless the cash remuneration paid for
such service is $50 or more and such
service is performed by an individual
who is regularly employed by such em-
ployer to perform such service. For
the purposes of this paragraph, an in-
dividual shall be deemed to be regularly
employed by an employer during a
calendar quarter only if (A) on each of
some twenty-four days during such
quarter such individual performs for
such employer for some portion of the
day service not. in the course of the
employer's trade or business, or (B)
such individual was regularly employed
(as determined under clause (A)) by
such employer in the performance of
such service during the preceding
calendar quarter, or

* * * * *
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(9) for services performed as a minis- (9) for services performed by a duly
ter of the gospel. ordained, commiissioned, or licensed

minister of a church in the exercise of
his ministry or by a member of a reli-
gious order in the exercise of duties
required by such order, or

(10) (A) for services performed by an
individual under the age of eighteen
in the delivery or distribution of news-
papers or shopi)ping news, not. including
deliveryy or distribution to any point for
subsequent delivery or distribution, or

(B) for services perforlned by an
individual in, and at the time of, the
sale of newspapers or magazines to
ultimate consumers, under an arrange-
ment under which the newspapers or
magazines are to be sold by him at a
fixed price, his compensation being
based on the retention of the excess of
such price over the amount at which
the newspapers or magazines are charged
to him1 whether or not he is guaranteed
a minimum amount of compensation
for .such service, or is entitled to be
credited with the unsold newspapers or
magazines turned back, or

(11) for services not in the course of
the employer's trade or business, if
paid in any medium other than cash, or

(12) to, or on behalf of, an employee
or his beneficiary (A) from or to a trust.
exempt from tax under section 165 (a)
at the time of such payment unless
such payment is made to an employee
of the trust as remuneration for services
rendered as such employee and not as a
beneficiary of the trust, or (b) under or
to an annuity plan which, at the time
of such payment, meets the require-
ments of section 165 (a) (3), (4), (5),
and (6).

SE:.. 1622. INCOMEI TAX COLLECTED AT SEC. 1622. INCOME TAX COI.LECTED AT
SOURtCE. SOURC'eE.

(a) I{EQ1UIREMENT OF WITHOLD- (a) REQ(UIREMENT OF WITtIIIOILDINo.
IN(;.---Every employer making payment (1) IN GENERAI,.-lvery employer
of wages shall deduct an(t withhold upon making payment of wages shall deduct
such wages a tax equal to 15 per centum and withhold upon such wages a tax
of the amount by which the wages ex- equal to 15 per centumn of the amount
ceed the number of withholding exel)p- by which the wages exceed the number
tionIs claimed multiplied by the amount. of withholding exemptions claimed
of one such exemption as shown in sub- multiplied by the amount of one such
section (b) (1). exemption as shown in sub)section (b)

(1).
(2) WVACES SUBJECT TO COMBINED

WITHIIHOII)IN¢] OF INCOME AND EM-
PLOYEE SOCIAL SECURITY TAXES.-The
provisions of paragraph (1) of this sub-
section and of subsection (c) (1) of this
section shall not apply with respect to
any payment of wages as defined in
section 1633 (relating to combined with-
holding of income and employee social
security taxes). Every employer mak-
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ing payment of such wages shall deduct
and withhold upon such wages, in the
manner prescribed by section 1633, the
tax which under section 1633 (d) (1) is
considered as imposed by this para-
graph.
SEC. 1625. R[tECEIPTS.

(d) APPLICATION OF SECTION.-This
section shall apply only with respect to
wages paid before January 1, 1951.
For corresponding provisions with re-
sl)ect to wages paid after December 31,
1950, see section 1636.

SEc. 1631. FAILURI: OF EMPLOYER TO SEC. 1631. FAILURE OF EMPLOYER TO
FILE RETURN Ol PAY TAX. FILE RErTURtN.

In case of a failure to make and file
any return, or a failure to pay any tax,
required by this chapter, or both, within
the time prescribed by law or prescribed
by the Commissioner in pursuance of
law, unless it is shown that such failure
is due to reasonable cause and not due
to willful neglect, the addition to the
tax shall not be less than $5.

In case of a failure to make and file
any return required under this chapter
within the time prescribed by law or

prescribed by the Commissioner in pur-
suance of law, unless it is shown that
such failure is due to reasonable cause
and( not to willful neglect, tile addition
to the tax or taxes required to be shown
onl such return shliall not be less than $5.
SEC. 1633. COMBINED) WITHIHOLDING OF

INCOME AND EMPLOYEE SOCIAL
SECURITY TAXES.

(a) DEFINITION OF WAGES SUBJECT
'o COMBINED WITIT1IOLDING.-AS used(
in this section, the term "wages" means
a payment of remuneration by a person
to an individual if the person making
such payment is the employer of such
individual within the meaning of sub-
chapters A and D of this chapter or is
authorized under section 1632 to deduct
and withhold the tax under this section
with respect to such payment, and if
all of such payment is both-

(1) wages as defined in section 1621
(a) (relating to wages subject to income
tax withholding), and

(2) wages as defined in section 1426
(a) (relating to wages subject to em-

ployee social security tax), determined
without regard to paragraph (1) of
section 1426 (a) (relating to the $3,000
limitation on remuneration) and without
regard to paragraph (2) (B), (C), and
(1)) and paragraph (4) of section 1426
(a) (relating to sickness, accident dis-
ability, medical and hospitalization,
and death payments).

(I)) PERCENTAGE WITHHIOLDING.-
Every employerr making a payment of
wages to an employee shall deduct and
withhold from such wages a tax equal
t, tlhe sum l of the following:

(1) 1% per centumn of the wages, and
(2) 15 per centum of the wages in

excess of an amount equal to one with-
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holding exemption as determined under
section 1622 (b) multiplied by the
number of withholding exemptions
claimed (as defined in section 1621 (e)).

(C) WAGE BRACKET WITHHIOLDING.-
At the election of the employer with
respect to any payment of wages to an
employee, the employer shall deduct
and withhold from the wages paid to
such employee a tax determined in
accordance with tables prescribed by
the Commissioner pursuant to section
1634, which shall be in lieu of the tax
required to be deducted and withheld
tnd(ler subsection (I)) of this section.

((d) APPOR1TIONMENT' OF TAX.-
(1) TAX REQUItRE) TO BE DEDUCTEI)

AND WITIHHzIED.-The tax required to be
deducted and withheld under this sec-
tion during any calendar year shall be
considered tlhe tax required to be de-
ducted and withheld under section 1622
(a) (2) to the extent such tax under
this section exceeds 1Y2 per centuin of
the wages paid by the employer to the
employee during such calendar year.
The balance of such tax under this sec-
tion shall be considered the tax im-
posed by section 1400 (b). For tilhe
purposes of this subsection, in deter-
mining I\ per centum of the wages,
the term "'wages" shall not include any
amount which is not wages as defined
in section 1426 (a).

(2) TAX ACTUAI,I,Y DED)IUCTED) AND
WITIIHHILD.-TIhe amount deducted and
withheld as tax irnder this section shall
b)e apportioned, in the manner provided
in paragraph (1) (relating to the tax
required to )e deducted and withheld
under this section), on thle basis of the
facts and circumstances known at t,he
close of the period (lurillg which such
amount was deducted and withheld,
and, to the extent determined by such
apl)ortiolnmlent, slihall l)e deemed an
amount deducted and withheld as tax
under section 1622 and an amount
deducted and withheld as tax under
section 1401, respectively.

(e) CHANOE OF RtATE UINDERol SECTION
1400.-If for any (calendar year tlhe
applicable rate prescribed by section
14,00 (a) is not 1 k per centumn, then
tilere shall be substituted for the rate of
I 2 per centumi wherever specified in this
section the rate plrescril)ed by section
14100 (a) for such calendar year.

(f) O'rit IAWSAPi^,iLImic,xL:E.-All
provisions of law, including penalties,
apl)lica)le with respect to tihe tax
required to be deducted and withliheld
under section 1622 shall, insofar as

applicable and not inconsistent with the
provisions of this section, be apl)licable
with respect( to time ax umiderl tiis
section.
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SEC. 1634. WAGE BRACKET WITHHOLD-
ING TABLES

The Commissioner shall prescribe
the wage bracket withholding tables
referred to in section 1633 (c). Such
tables shall be identical with the tables
prescribed by section 1622 (c), except
that the tax to be withheld under such
tables shall differ from the tax to be
withheld under the tables prescribed by
section 1622 (c) only in the following
respects:

(a) Wherever the tables prescribed
by section 1622 (c) show a specific
amount (including a showing of $0) of
tax to be withheld with respect to a
wage bracket, except where such amount
is shown for the highest wage bracket
in the table, such specific amount shall
be increased by an amount equal to the
applicable tax rate prescribed by section-
1400 (a) applied to the amount at the
midpoint of the wage bracket.

(b) In the case of the highest wage
bracket shown in a table, the specific
amount of tax to be withheld shown in
the corresponding table prescribed by
section 1622 (c) shall be increased by
an amount equal to the applicable tax
rate prescribed by section 1400 (a)
applied to the amount at the lower
limit of such highest wage bracket.

(c) Wherever the tables prescribed
by section 1622 (c) show a specific per-
centage, such percentage shall be in-
creased by the applicable tax rate pre-
scribed by section 1400 (a).
SEc. 1635. TAX PAID BY RECIPIENT

If the employer, in violation of the
provisions of section 1633, fails to deduct
and withhold the tax under such section,
if by reason of section 1633 (d) a portion
of such tax is considered tax required to
be deducted and withheld under section
1622, and if thereafter the tax against
which such portion may be credited is
paid, such portion of the tax required to
be deducted and withheld under section
1633 (determined in accordance with
section 1633 (d)) shall not be collected
from the employer; but this section
shall in no case relieve the employer
from liability for any penalties or addi-
tions to the tax otherwise applicable in
respect of such failure to deduct and
withhold.
SEC. 1636. RECEIPTS FOR EMPLOYEES.

(a) REQUIREIMEF,T.-Every person
required to deduct and withhold from
an employee a tax under section 1400,
1622, or 1633, or who would have been
required to deduct and withhold a tax
under section 1622 if the employee had
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claimed no more than one withholding
exemption, shall furnish to each such
employeein respect of the remuneration
paid by such person to such employee
during the calendar year, on or before
January 31 of the succeeding year, or,
if his employment is terminated before
the close of such calendar year, on the
day on which the last payment of
remuneration is made, a written state-
ment showing the following: (1) the
name of such person, (2) the name of the
employee (and his social security ac-
count number if wages as defined in
section 1426 (a) have been paid), (3) the
total amount of wages as defined in
section 1621 (a), (4) the total amount
deducted and withheld as tax under
section 1622, (5) the total amount of
wages as defined in section 1426 (a), and
(6) the total amount deducted and
withheld as tax under section 1400.
For the determination of the portion of
the amount deducted and withheld as
tax under section 1633 which is deemed
an amount deducted and withheld as
tax under section 1622 and the portion
which is deemed an amount deducted
and withheld as tax under section 1400,
see section 1633 (d) (2).

(b) STATEMENTS TO CONSTITUTE IN-
FORMATION RETUIRNS.-The statements
required to be furnished by this section
in respect of any remuneration shall )e
furnished at such other times, shall con-
tain such other information, and shall
be in such form as the Commissioner,
with the approval of the Secretary, may
by regulations prescribe. A duplicate
of any such statement if made and filed
in accordance with regulations pre-
scril)ed by the Commissioner with the
approval of the Secretary shall con-
stitute the return required to be made
in respect of such remuneration under
section 147. If such statement is
re(luired for a period other than a
calendar year, the apportionment for
such other period shall b)e made in a
manner similar to that provided in
section 1633 (d).

(c) EIXTENSION OF TC:IME.--TheCoin-
inissioner, under Sllch regulations as lihe
miay prescribe wit I tile approval of the
Secretary, may grant to any person a
reasonable extension of tinml (nIot in
excess of thirty days) within respect to
the statements required to be furnished
under this sect ion.
SEC. 1637. IPENA,'TIES.

(a) )PEN A TI,'rSlI;FF) It a I' i) I,:ENT
STAT'EMENTr l!' FAIIUR'ETO FIR.NI.Si
STATEME'NT.-II! lieu of aiiy other
penalty provided by law (except the
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penalty provided by subsection- (b) of
this section), any person required under
the provisions of section 1636 to furnish
a statement who willfully furnishes a
false or fraudulent statement, or who
willfully fails to furnish a statement in
the manner, at the time, and showing the
information required under section 1636,
or regulations prescribed thereunder,
shall for each such failure, upon convic-
tion thereof, be fined not more than
$1,000, or imprisoned for not more than
one year, or both.

(b) ADDITIONAT, IPE:NALTY.---In addi-
tionl to the penalty provided by sub-
section (a) of this section, any person
required under the provisions of section
1636 to furnish a statement who will-
fully furnishes a false or fraudulent
statement, or who willfully fails to
furnish a statement in the manner, at.
the time, and showing the information
required under section 1636, or regula-
tions prescribed thereunder, shall for
each such failure be subject to a civil
penalty of $50. Such penalty shall be
assesse(l and collected in the same
maliner as the tax imposed by section
1410.
SEf,. 1638. P)IjRI)OD OF LIMITATION UPON

ASSESSM.ENT AND (OImI,l,:CTION OF1
(,ERTIAIN EMPILOYMEINT TAXES.
(a) GENERAi, RUI,E.-The amount of

any tax imposed(l by subchapter A of
this chapter subchapter 1) of this chap-
ter or this subchapter shall (except as
otherwise provided in the following sub-
sections of this section) be assessed
within three years after the return was
filed, and no proceeding in court with-
olmt assessment for the collection of such
tax shall be begun after the expiration
of such period.

(b) FAI,SE {,RETURN OR NO RETURN.-
In the case of a false or fraudulent return
with intent to evade tax or of a failure to
file a return the tax may ble assessed or a
proceeding in court for the collection of
such tax may be begun without assess-
ment, at. any time.

(c) WILT mFUI, ATTEMwPT TO EVADEI'
TAx.-In case of a willful attempt in any
imalnner- to defeat, or evade tax, the tax
lmay be assessed, or a proceeding in court,
for the collect ion of such tax may be be-
giln without assessment at any time.

(d) COLLECTION A FTE'R AssE,:SS-
MEN'r.-Where the assessment of any
tax imposed by subchapter A of this
chapt er, subchapter 1) of this chapter, or
this sulehapter has been made within
the l)eriod of linmitaalion properly appli-
cable thereto, such tax nmay be collected
by distraint or by a proceeding in court,
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)but onlyrif begun (1) within six years
after'jthieCassessment of the tax, or (2)
priority the expiration of any period( for
collection agreed upon in writing by the
Commissioner and the taxpayer.

(e) DATE OF FILING OF iRETRN.--
For the purposes of this section, if a re-
turn for any period ending with or with-
in a calendar year is filed before March
15 of the succeeding calendar year, such
return shall be considered filed on March
15 of such succeeding calendar year.

(f) APPI'I'IATION OF SEITION.-The
provisions of this section shall apl)ly
only to those taxes impose(l by sub-
chal)ter A of this chapter, stulb)hal)ter 1)
of this chapter, or this sitbchapter,
which are required to be collected and
pai(l by making and filing returns.

(g) lh'm-.FECTivlE, 1)A,r':.--The l)rovi-
sions of this section shall not apply to
any tax imposed with respect to re-
muneration paid (during any calle(ndar
year before 1951.

SE.('. l1,39. PERIO(D OF LIMITATION UPON
RIEFUNIS AN) CREI)ITS OF CERTAIN
EMPLO,( YM1,EN'r TrAXES.
(a) GENERIAL RULE.-In thease of

any tax imposed by subchapter A of this
chapter, subelhal)ter 1) of this chapter,
or this subehapter-

(1) PEItIOD OF LIMITATION.-U{Jnless a
claim for credit or refund is filed by tlhe
taxl)ayer within three years from the
time the return was filed or within two
years from the time. the tax was paid,
no credit or refund shall be allowe(l or
Inade after the expiration of whichever
of such periods expires the later. If
no return is filed, then no cre(lit or re-
fund shall be allowed or made after
two years from the time the tax was
1)aid, unless before tlhe expiration of
such l)erio(d a claim therefore is filed by
t.lhe taxpayer.

(2) LIMIT ON AMOUNT OF CREI':)I'T OR
I;EFJND.----The aounlllt of the credit or
refund shall not exceed the portion of
the tax paid-

(A) If a return was filed and the
claim was filed within three years from
the time the return was filed during
tlhe three ears immediately preceding
the filing of thle claim.

(1B) If a claim was filed and (i) no
return was filed or (ii) if the claim was
not filed within three years from the
time the return was filed during the
two years immediately preceding the
filing of the claim.

(C) If no claim was filed and the
allowance of credit or refund is made
within three years from the time the
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return was filed during the three years
immediately preceding the allowance of
the credit or refund.

(D) If no claim was filed and (i) no
return was filed or (ii) the allowance of
the credit or refund is not made within
three years from the time the return
was filed during the two years im-
mediately preceding the allowance of
the credit or refund.

(b) PENALTIES, ETC.--The provisions
of subsection (a) of this section shall
apply to any penalty or sum assessed or
collected with respect to the tax im-
posefd by subchapter A of this chapter,
subcehapter 1) of this chapter or this
subchapter.

(c) J)ATE OF FILING RETURN AND
DATE OF PAYMENT OF TAX.-For the
purposes of this section-

(1) If a return for any period ending
with or within a calendar year is filed
before March 15 of the succeeding cal-
endar year, such return shall be con-
sidered filed on March 15 of such suc-
ceeding calendar year, and

(2) If a tax with respect to remunera-
tion paid during any period ending
with or within a calendar year is paid
before March 15 of the succeeding cal-
endar year, such tax shall be considered
paid on March 15 of such succeeding
calendar year.

(d) APPLICATION OF SECTION.-The
provisions of this section shall apply
only to those taxes imposed by sub-
chapter A of this chapter, subchapter
1) of tills chapter, or this subchapter,
which are required to be collected and
paid by making and filing returns.

(e) EFF'l ,crIvF, DATrE.-The provi-
sions of this section shall not apply to
any tax paid or collected with respect
to remuneratioii paid d(llring any cal-
endar year before 1951 or to any
penalty or sum paid or collected with
respect to such tax.

SE:c. 3312. lPERIOD) OF LIMITATION UPON Sic. 3312. PETIOD) OF LIMITATION UPON
ASSE':SSMi.NT AND COLLEc'rIoN. ASS:ESMIENT ANID) COLLEX'CTION.

Except in the case of income, wvar-
profits, excess-plrofits, estate, and gift
taxes-

Except in the case of income, war-
profits, excess-l)rofits, estate, and gift
taxes and excel)t as otherwise provided
in section 1638 wit h respect to employ-
ment, taxes under sulbhapters A, I), and
E, of chapter 9-

SEC. 3313. 1PERIOD OF IIMITATION UPON SIC. 3313. 1lERIlOD) OF LIMITATION UP'ON
REFUN)S ANI) CREI)ITS. RIEFUINDS AND CREDITS.

All claimnis for the refunding or credit-
ing of any internal-revenue tax alleged
to have been erroneously or illegally
assessed or collected, or of any penalty
alleged to have been collected without

All claimmis for the refunding or credit-
inL of any internal-revenue tax alleged to
have been erroneously or illegally as-
sessed or collected, or of any penalty
alleged to have been collected without
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authority, or of any sum alleged to have
been excessive or in any manner wrong-
fully collected must, except as other-
wise provided by law in the case of in-
come, war-profits, excess-profits, estate,
and gift taxes, be presented to the Corn-
missioner within four years next after
the payment of such tax, penalty, or
sum. The amount of the refund (in the
case of taxes other than income, war-
profits, excess-profits, estate, and gift
taxes) shall not exceed the portion of the
tax, penalty, or sum paid (during the four
years immediately preceding the filing of
the claim, or if no claim was filed, then
during the four years immediately pre-
ceding the allowance of the refund.

SEC. 3645. PERIODS OF LIMITATION
UPON ASSESSMENT.

For the periods of ,limitation pre-
scribed for making assessments, see the
following:

Employment taxes, section 3312.

SEc. 3772. SUITS FOR REIFUJNI).
(c) CROSS REFERENCES.-
For proviSions relating to claims for

refund or credit filed with the Com-
missioner in respect of-

SEC. 3801. MITIGATION OF EFFECT OF
LIMITATION AND OTHERl PR1OVISIONS
IN INCOME TAX CASES.

CHANGES IN EXISTING LAW

authority, or of any sum alleged to have
b)en excessive or in any manner wrong-
fully collected must, except as otherwise
provided by law in the case of income,
war-profits, excess-profits, estate, and
gift taxes, and except as otherwise pro-
vided by law in the case of employment
taxes under subchapters A, D, and E
of chapter 9 be presented to the Com-
missioner within four years next after
tlhe payment of such tax, penalty, or
suim. The amount of the refund (in
the case of taxes other than income,
war-profits, excess-profits, estate, and
gift, taxes, and other than such em-
ployment taxes) shall not exceed the
portion of the tax, penalty, or sum paid
during the four years immediately pre-
ceding the filing of the claim, 6r if no
claim was filed, then during the four
years immediately preceding the allow-
ance of the refund.
SEC. 3645. PERIODS OF LIMITATION

UPON ASSESSMENT.
For the periods of limitation pre-

scribed for making assessments, see the
following:

* * * *

Employment taxes, sections 1638 and
3312.
SEC. 3772. SUITS FOR REFUND.

(c) CROSS REFERENCES.-
For provisions relating to claims for

refund or credit filed with the Coin-
missioner in respect of-

Employment taxes, see sections 1639
and 3313.
SEC. 3801. MITIGATION OF EFFECT OF

LIMITATION AND OTHER PROVISIONS
IN INCOME, TAX CASES.

* * * *

(g) TAXES IMPOSED BY CHAPTER 9.-
The provisions of this section shall not
be construed to apply to any tax im-
losed by chapter 9.
SEIc. 3810. EFFECTIVE DATEVI IN CASE
OF PUERTO RICO
If the Governor of Puerto Rico

certifies to the President of the United
States that the legislature of Puerto
Rico hlas, by concurrent resolution,
resolved that it desires the extension
to Puerto Rico of the provisions of title
II of the Social Security Act, the effec-
tive date referred to on sections 1426
(e), 481 (a) (7), and 481 (b) shall be
.January 1 of the first calendar year
which begins more than ninety days
after thie date on which tlie President
receives such certification.
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SE;C. 3811. COLLECTION OF TAXES IN
VIRGIN ISLANDS AND PUERTO RICO
Notwithstanding any other provision

of law respecting taxation in the Virgin
Islands or Puerto Rico, all taxes im-
posed by subchapter E of chapter 1
and by subchapter A of chapter 9 shall
be collected by the Bureau of Internal
Revenue under the direction of tiWe
Secretary and shall be paid into the
Treasury of the United States as internal
revenue collections.
SE(. 3812. MI'TlIOATIoN OF EFFECT OF
STATUTE OF LIMITATIONS AND OTIIERt
Po)VISIoNs IN CASE OF RELATED)
TAXES IJN'I)i1 DIFFEI'rEN'T CIIIAPTEI{S.
(aJ) SELF-EMI'PLOYMENT TAX ANI) TAX,ON. WAOES.--Iln the case of the tax im-

p)osc(l l)y subchapter E]i of chapter 1
relatingg to tax on self-emlployment in-
come) and the tax imposed by section
14,100 of subchapter A of chapter 9 (re-
lating to tax on employees under the
IFederal Insurance Contributions Act)-

(1) (i) if an amount is erroneously
treated as self-employment income, or

(ii) if an amount is erroneously treated
as wages, and

(2) if the correction of the error would
require an assessment of one such tax
and tlie refund or credit of the other tax,

(3) if at any time the(.orrection of the
error is autliorized as to one such tax but
is prevente(l as to the other tax by any
law or rule of law (other than section
3761, relating to comn promises),
then if the correction authorized is male,
the amount, of the assessment, or the
amllount of the credit or refund, as the
case may be, authorized as to the one
tax sliall )e reduced )by thle amount of
thle cre(lit or refuitid, or the amount of
thlle assesslenllt, silie case limay be,
which would be required with respect
to such other tax for the correction of
tlhe error if such credit or refund, or such
assessmetit, of such other tax were not.
prevellted by ally law or rule of law
(other than, section 3701, relating to
co mpl)rolises)-.

(b) )EFI1NITIIONs.-For thle purposes
of subsection (a) of this section, the
ternis "self-emuploymient incoimie" and
'"wages" shall have flie same meanliing
as whenll lse(d ill sectioll *l81 (})).
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SUPPLEMENTAL VIEWS AND RESERVATIONS OF
SENATORS LUCAS AND MYERS ON It. R. 6000

We have joined with the other members of the Senate Committee
on Finance in voting to report out tI. R. 6000. We believe that
this bill makes many major improvements in our social-insurance
system. In certain particulars the committee recommendations are
more liberal than those adopted by the House of Representatives in
passing 11. R. 6000. We point with favor to the more liberal average
monthly wagc provisions and to the use of the 15-percent factor,
in place of the 10-percent figure, agreed to in thie House benefit
formula. The Senate committee bill is to be commended, too, for
liberalizing the eligibility requirements for social-security coverage in
several important respects.,
We feel impelled, however, to reserve fully our rights to support onll

the Senate floor some additional liberalizing amendllents which were
not accepted by a majority of the Senate committee. Among other
things, these a111en(lIni(ilts are. concerned primarily withll four principles
which vWe consider to be of substantial importance: (1) We regard
the $3,000 wage an(d tax base adopted l)y the committee to be ilade-
quate; (2) we favor retention of an increment factor, such as is found
in the present law and in the bill as it passed the House; (3) we
believe the principle of permanent and total disability insurance
should be established; and (4) we doubt seriously that State unem-
ployment insurance funds can be protected adequately by the Govern-
ment loan provision agreed to by a majority of the committee.
Turning our attention to a comparison of the insurance benefit

formulas adopted by the House and by the Senate Finance Committee,
we would like to repeat here the substantial details of each. Under
the bill as passed by the House, insurance benefits were computed by
taking 50 percent of the first $100 of the average monthly wage,
plus 10 percent of.the next $200 (based on a maximum wage and tax
base of $3,600 for the year), plus a one-half of 1 percent increase for
each year of coverage. The Senate committee has recommended
that the maximum wage and tax base be lowered to $3,000 a year and
that the one-half of 1 percent increase for each year of coverage be
eliminated. As already indicated, the Senate committee increased
the 10-percent provision in the formula to 15 percent. We supported
this change in the committee and believe it is a realistic approach to
bringing benefits in line with the increased costs of living. For a
person earning $250 a month, this will mean a monthly increase of
$11.25 in benefits to himself and his wife.

I. WE RECOMMEND -THAT THE WAGE BASE BE RAISED ABOVE $3,000

We find it difficult to reconcile the committee's action in reducing
the maximum wage base with the committee's recognition that
changes in wages and the cost of living since 1939 required a change

309



310 SOCIAL SDCURITY ACT AMENDMENTS OF 1950

in the benefit formula. The decision to retain the wage base at
$3,000 instead of the $3,600 provided by the House bill is a backward
step in the provision of insurance against wage loss. It would
perpetuate a provision that was appropriate for wage levels more
than a decade ago, when only 5 percent of the steadily employed
workers covered by the program earned more than $3,000 a year.

For benefits to b)e reasonal)ly related to the worker's former level
of living they should be based to the largest possible extent on his
entire earnings. They were so based in 1940. They are not today
when nearly one-half of all male workers, regularly employed in
covered occupations, have wages of $3,000 a year or more.

This point was recognized by tlie Advisory Council on Social
Security, appointed by the Eightietll Congress, in its report to the
Senate committee. Tlhe majority of the Council recommended that
the wage base be raised to $4,200, as an adjustment to present day
price and wage levels. Five of tlhe 17 members stated that a full
adjustment to present levels wolldl re(iquire a wage base of $4,800.

Retelltiona 6f thle $3,000 wage base establishes a flat benefit amount
for those whose average earnings exceed $250 a month. Clearly,
there is no real relation to total earnings whe(n a retiring worker who
averaged $350 a, month receives (lie salle l)elefit as o01 whose aver-
age monthly earnings were only $250.

II. WE FAVOR RETENTION OF AN INCREM.\ENT FACTOR IN CALCULATING
INSURANCEBE1N EFITS

We feel the committee's action in voting to eliminate til( increment
detracts from tlie progressive and( realistic results which would other-
wise be achieved by tile increase in tile benefit formula. Wilhollut an
increment, the person wllo contributes to the insurance program for
45 years will get no more in benefits thllan one who contributes for
only a year and a half. We feel tills is neither fair nor reasonable.
Retention of tllhe increment is in line with thle sound I)rinciples of
contributory insurance emb)o(die(l in tile other financing an( benefit
provisions of the bill.

Thle present insurance system provides for am) increase in an individ-
ual's insurance benefit of one percent for each year he ihas contributed
substantially to the insurance system. As 1-1. 1R. 6000 passed tlhe
House, it provided for an increment of one-half of 1 percent yearly.
We feel thle action of the committee il eliminating the increment
altogether is iunde(sirable.

Tlhe increment is psychologically important to assure support, for a
contributory program. It is consonant with the psychological value
of individual incentive. It emphasizes and reinforces the principle
that the man wlso pays more contributions receives more in benefits.

Future benefits will be larger with an increment than without one.
This is important because any increase in insurance benefits will help
reduce public assistance costs that are today heavy burdens on State
and Federal tax revenues.

Thus, the use of t)he increment serves the (lual purpose of lightening
the ultimate public assistance burden while, at the same time, preserv-
ing the time-honored principle that pension benefits customarily in-
crease with the length of time that an employee contributes.
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III. WE RECOMMEND THAT THE PRINCIPLE OF PERMANENT AND TOTAL
DISABILITY INSURANCE BE ESTABLISHED

Almost every major retirement system in this country, whether
public or private, provides in some measure for the premature retire-
ment of those who are unable to work up to the full retirement age.
Private plans, however, are extremely limited both as to scope and
coverage. As constituted, these plans are incapable of meeting the
income losses sustained by a worker outside his normal scope of em-
ployment. This is a problem of real magnitude when it is recalled
that 90 percent of the accidents causing total permanent disability
are not work-connected.
Permanent total disability is closely associated with the aging

process, and it is most serious for those disabled in the years immedi-
ately preceding retirement. The problem of rehabilitation into new
types of employment is also more difficult for the older worker.
Under existing conditions, the disabled worker is treated inequitably.

If he has contributed toward retirement insurance for a substantial
part of his working life, and yet becomes disabled prior to retirement
age, he is forced to await retirement age before pension benefits are
available. Thus, he is deprived of protection when he needs it
most-when he is disabled. Moreover, the disabled worker, incapable
of work, is no longer able to contribute to the insurance system,
thus reducing his eventual benefits or perhaps causing them to be
wiped out altogether.

Arbitrary retirement at a fixed age creates a false dividing line
between the productive and nonproductive years. A worker is as
old as his physical and mental capacities, whether he be 55, 65, or 75.
For the many workers forced to abandon work before their sixty-fifth
year, the present system of old-age-insurance benefits is inflexible and
unrealistic. Permanent total disability insurance would provide our
present retirement insurance system with a much-needed flexibility.
IV. WE BELIEVE THE GOVERNMENT LOAN PROVISION IS INADEQUATE TO
MEET THE REALISTIC NEEDS OF STATE UNEMPLOYMENT INSURANCE
FUNDS

The committee has included in the bill a provision for loans to
States whose unemployment insurance funds are inadequate. A
Government loan fund, such as is proposed in the committee bill, has
been tried previously. A similar fund existed between 1944 and 1949,
but was never utilized by the States.

State unemployment insurance funds are financed by a tax on pay-
rolls. At times of increasing local unemployment, the demand for
benefits mounts. On the other hand, total revenue from the unem-
ployment tax remains constant or actually diminishes. In this situa-
tion, States whose funds are overburdened will be reluctant to borrow
money without foreseeable means of repayment.
The committee's recommendation merely reestablishes the loan

authorization previously provided. Tlie establishment of a Federal
unemployment trust fund by earmarking the Federal unemployment
tax for this purpose might more adequately meet the needs of depleted
State unemployment funds. It would seem desirable to have this fund
available for grants as well as loans.
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V. SUMMARY

We concur in the belief that the social security bill, as recommendeied
by a majority of the Senate Finance Committee, proposes a long-
overdue revitalization of the social security program, and one which is
of signal importance to the well-being of the American people. It is
for thlis reason that we voted to report thle bill ill its present form.
We reserve tlhe right, however, to support additional liberalizing
amendment's at the time the bill is brought to the Senate floor for at
vote, because we believe certain additional changes would further
strengthen tlhe social insurance program in the public interest.

SCOTT W. LUCAS.
FRANCIS J. MYrIRS.



IMINORITY VIEWS 01 SENATOR ItUGHI BUTLER

I reccommnen(l that the Senaite reject H. R. 6000( ill tile form recom-
mended by the Senate Finance Committee. My disagreement witl
the majority of the commIittee, however, is not based on any (lisagree-
ment with the broad objective of providing security through govern-
melltal action to oulr older citizens and other needy groups. On the
contrary, I firmly )believe that the Government must take a major
share of the resl)onsil)ility for meeting this need. It is in part l)ecause
1 favor this objective that I amu o)pp)osed(l to thle bill ts reported by the
committee. Thle bill, in imy judgment, does not meet the need.

Inl dealingg with this subject this year, thie committee has not
attemllpted to make an analysis of thle fundamental basis of our so-
called Social Security System. Although there was some discussion
of making such a study an(l considering alternative methods of meeting
the need, the committee, in effect, (decided against taking such action
this year. Instead, it was content to accept the present system
sul)stantially as it stands; revise the tax and benefit scale; patch up
some of the inadequacies; attempt to fill some of the more glaring
loopholes; andreport a bill which Will merely push us farther along a
course which I believe to be unwise.
Even witli the revisions proposed l)y the committee, enormous gaps

in coverage; will remain; large areas of nee(l will iot be taken care of;
tlhe essential arlbitra'riness of tlhe scale of 1)enefits will persist and be
strengthened(; and the top-heavy administrative superstructure will
be expand(le even beyond its present size. That fact is clear proof
that there are fundamental defects in the present system. The
committee has done about as well as could b>e expected with the
materials it chose to work with. But no one can turn out a good
product with inferior raw materials. At a later point in this report,
I shall suggest an alternative apl)roach whlich in my judgimlent mmiay
prove more lhell)flul.

In this bill are certain l)rovisions dealing with aid to the blind anlld to
dependent children and with certain other welfare p1rograims. I shall
not attempt to deal with those provisions in this report. 'They are

important, but the provisions dealing with the old people are of greater
magn(itud(le, and it seems )best to confine my comments to tlhe latter.

In approaching tlhe general problem of providing security for our old
people, it seeuIms to me,best, to pose the following (lquestionis:

1. Where is the area of greatest need( anld how great is thatt need?
2. PTo what extent can. thle econoImy of [lie Nation1 el((e t that need ?
3. Through what system of financing can tle need l)est me met?

Thie defects of the committee-al)proved bill appear to be I)ased on
the fact that thle committee never posed these questions to itself nor
frankly faced the necessity of solving them.

First,,as to tlhe area of greatest need. This bill has clearly failed to
make any substantial provision for the present aged(l. Let me illus-
trate this fact by a statistical summary of tlhe treatment tliat is

313
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accorded those now over 65. These figures are worked out ini the
rough and are not precise to the last degree. They are substantially
correct, however, and I believe they are adequate in giving a picture
of the present situation.
As members of the Senate are aware, when the Social Security

System was inaugurated it, was set up on the basis of requiring through
payroll taxes a contribution from both employers and employees which
was supposed to go into a fund to provide benefits at the age of 65.
In addition to those covered by the system and required to contribute,
it was recognized at that time that the system made no provision for
those whp had reached the age of 65 and quit work. In other words,
there was a fraction of the population which was already too old to
come under a contributory system. This was expected to be a
temporary group which could 1be taken care of temporarily through a
parallel program called old-age assistance-really relief. However, it
was expected that as this group died and others took their places in
the ranks of the aged, those others would have old-age insurance
coverage, and that the group on assistance would rapidly dwindle in
number.

Strange to relate, this shrinkage in old-age assistance never occurred.
The Social Security System is no longer new. It has been in effect 15
years. Many of those who in 1935 were over 65 years of age are no
longer living. Yet the expenditures for old-age assistance or relief
and the number receiving such relief have increased and increased
year by year and continue to grow. In 1936 the Federal Government
spent only $17,000,000 for old-age assistance. By 1949 the Federal
portion of the cost had climbed to $726,700,000. Including what the
States spent, a total of 1 % billion dollars was spent in 1949 for old-age
assistance alone.

It is evident from the figures that the old-age and survivors insurance
program has to date not met its goal of providing security for every
elderly person. Instead, 15 years after the system was established,
most elderly persons are forced to accept assistance generally on the
basis of a needs test, or (ldo without any help at all.

Actually, there were on the first of last January 2,000,000 aged
persons receiving old-age and survivors insurance benefits under the
assistance program. By way of contrast, there were 2,700,000 re-
ceiving old-age assistance. In other words, old-agc assistance which
was supposed to dwindle away is actually far ahead of old-age and
survivors insurance when the number of recipients is considered. The
same is true when we compare the actual sums paid out to assistance
clients with those paid out to beneficiaries of OASI.
Nor is this all. As stated above, there are 2,000,000 old pl) sons

receiving OASI and 2.7 million receiving assistance-a total of 4.7
million. There are approximately 11.5 million persons in this country
65 years of age and over. In other words, 6,800,000 old people--more
than lialf-receive nothing from either system. Some of these people
are still working; a few of them receive retirement benefits from some
other source; a few nare wives of those working or receiving OASI
benefits; a few are bl)ing cared for in institutions. After allowing for
all such groups, it appears that there a re still over 3 }2 million old people
for whom no provision of any kind is made. That is the largest
group of all.
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In fact, when we add together those depending onl old-age assistance
with this group of nonrecipients who are not working and not being
cared for in any manner by the Government, we reach the astonishing
figure of 6,250,000 who may be in need and who are receiving no insur-
ance benefits. That is three times as large as the number covered by
OASI. Under the Social Security System we have today, there are
three times as many outside the System as there are in it.
The Federal Security Agency will tell you that the way to correct

this situation is to extend coverage of old age and survivors insurance.
That has been done before. The committee has attempted to go still
further in this direction. Under the committee bill, OASI coverage is
extended on a compulsory basis to about 8,000,000 persons and on a
voluntary basis to about 12 million persons.

It is important to realize, however, that even this program for a
large expansion of coverage will not even begin to meet the situation
I have just discussed. The committee bill is still just a patchwork
attempt. It will still leave many millions of persons uncovered.
More important for our immediate purposes, it will do very little for
the present aged. A great majority of them are left exactly where
they were. To my mind, that is clear proof that there is something
fundamentally wrong with the kind of insurance system that has
been set up.

Proceeding with the second principal problem which was outlined
in my introduction, no real attempt was made to evaluate the resources
available for the support of the needy aged and to make the best
possible use of those resources in meeting the need. One fact is of
prime importance an(l should be kept clearly in mind. It is the
working force of this country who must provide the help for the old
people. There is a limit to the amount of the pay envelope that can
go to the old. Any system which promises more than that is bound
to fail.

It is important to make a determination as to just how large that
margin is and what sum is available to provide assistance. Such a
determination has not yet been made by any committee of Congress.
Until that is done, it will be difficult to set up any sound system of
social insurance.

It is equally important to conserve the use of the fund so as to
make sure that it is made to go as far as possible in meeting the real
need.' One of the great difficulties with the present system is that in
practical effect it is arbitrary and capricious in its operation. As
pointed out above, vast areas of need are untouched entirely, 15 years
after the inauguration of the system. On the other side, there are
ininuinerable opportunities for windfall benefits, for large payments
where no real need exists, for manipulation of the system by an
individual so that he may receive large benefits in return for a token
tax payment.

'Take two contrasting situations and place them side by side. The
first is from a letter in my own files. It relates to a man who ends up
with 15 quarters of coverage when he had to have 22 quarters to
qualify. We look into this case. We find that he would have quali-
fied under the original act, but that subsequent amendments have
the effect of freezing him out. He is in dire need. He has paid
taxes and believes he deserves consideration.
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Onl the other side, take the case cited by Representative Carl Curtis
of Nebraska. This is tile case of a man who reached 65 years of age
on January I of this year and has been under Social Security since
it started at an average monthly wage of $100. His wife is the same
age. This man has paid only $144 in taxes altogether, and his em-

I)loyer lhas paid a like amount. Actuarially, this would have pur-
chasedl foi' llim a monthly 1)enefit of only $1.45.

Under the prl)sent law, lie receives $28 monthly as long as he lives,
and hlis wife receives $14. Should his wife live longer than he does,
she will draw $21 a month as long as she lives. The actuarial value
of his benefit is $3,460, and the wife's and widow's benefit is $2,240,
or a total actuarial value of $5,700. This is provided at a cost to the
lanllalld Iis employer of $288. Thli measure before us will raise

this man's monthly 1)(lefi t shllar, When tlle resources of the Social
Security filliu( are p)ai(l out e'xt,'rav .mtly, thllose 'resourIces are deplete(l
b)y just tliat muchla1 tller('ll)y l)rev(ented from l)being used to mIeet
so()lle rel'al 11(eed.

Place tllese two cases side b)y side--tlie man who has paid in and
r'(eceives nothing I)back, andl( tlhe man wlio has paid littlel (nd receives
much. Wito can say that justice is being (lone under a system which
permits such arbitrary discrepancies. Furthermore, the present sys-
tem is open) to alil)pulation. I onest people won't 1do it. Dishonest
people will.

It lhas become fairly common practice for some persons to seek
cove('lrage whose chief soullce of income is from an uncovered source.
P'erllaps such a p)ersoll will find an small lart-time jol) at a nominal
inlcomne for a, tempolra ry l)p(riod . Hie may keep that job for just long
enough to se((ir( coverage andl( to ).uil(l upl) a wage credit in the elabo-
rate system of wage records Inaintaine(l by the Social Security System
in Baltimore. By such a means lie may be, able, to cash in on the
windfall l)rovisiols of this system in a Imanner similar to that of the
se(con(l exaIiJ)le giveil al)ove and( get lack ill benefits p)erhal)s 20 times
what lhe and( his empl)loyer) pli(d in. Such a practice (ltoes not constitute
fraud in anly criminal sense, and( a strong teml)tation to use the System
for financial gain is certainly there. NeMuche of the money which has
I)(ee l)aid ill fliit llyanl( sincerel y y people whlo believed they
were'malkiig pI)ov isioi for tleir own seculity lihas gone for such

I sub)llit that. tle pl)resent System] e)llcourliges and leads to suchp1)actices. So) long as we maintain this elaborate system of wage
crec(its, glradlat,(ed I)enlefits, an(l covere(l ailnd covered employment,
such (ncses will continue to o(ccur. I (do not l)elieve they canl be)
eaR(dicated( without changing the Systemll entirely.
Coming now to what I have (called( the third major problem, what

system of finanlcinlg c('at best meet the ne(ed? It is in this respect that
tlhe p1)lese(l)t System falls (Iown most completely. Tie outstanding
characteristics of ()ASI is that it, does Inot me:et the need thltt we know
of---the present age(d---I)ut tliat it l)romises to meet a need of the
future(. Inl other words, it is short on pr)esen(t pel)rformance and long
o() fiuturle l)romlises. Whether it will or, ca(, actually keep those
p)rolnises is another question.
T l)eprseit, system andOielpril) osials o( til(e Se(mate committee set,

up) a, scale of be)(efits for tlhe future all a1, lev('l of tax (Ideductions ple-
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sume(d to be sufficient to meet the cost of those benefits. This system
is commonly called a contributory system because the beneficiaries
and their employers are presumed to have contributed sufficient taxes
to pay the benefits. In actual fact, however, we do not know whether
the tax contributions will be sufficient to pay the benefits. The bene-
fits to be paid and the taxes to b1 levied are set forth in precise terms.
But, of course, neither the total cost nor the actual revenue can be
exactly calculated. In fact, numerous actuaries have sharply ques-
tioned the financial stability of the system and have called attention
to the grave uncertainty that affects many of the factors in the actu-
arial calculation.

This is a supremely important fact. If the tax contributions will
not he sufficient to piay the benefits that are pl)omised, how can we
properlyy ca ll this a coniributory oldl-age insurance program? A large
source of the l)enIfits in) the distant future n11y have to be madei)
from general revenues of tIhe Treasurll, or from ; higher rate of payroll
tax than that contellmpl)ated in this b11ll.

In citlher case we are laying a1 heavier tax biurd(en ol the prod active
forces of America than wve nlow colntemllplat.e. How muchli llea vier
suchll a, )Iur(len may )prove to 1e we have no way of knowing today.
TIlIe act'tlary for thle (comIiit te lhas made three or four different conm-
1)ultations comparingg revenues an(l dish)ursemnlents of the trust fund
asedl on ariollus assumlptiollns. U11der the so-called intirmediaete-cost

estimate, thle tax rates )rovide(l ill thli bill, running pl) to (;2 percent,
will not be suffllicient to meet the cost of the benefits. Under the most
unfavorable assumptions, the trust fund would never rise above the
level iti would reach next year. It would decline rapidly thereafter
under these assulmlptions. 'PreS1umably within a few years it would be
dissipated entirely, leaving us with a heavy obligation of benefits to
pay but no funds other than current payroll taxes with which to pay
them.
For the timel})eillg, of course, the fund is all right. ThelIresent

aged are drawing little or nothing. The present working population
is paying in tax contributions s and( will continue to do so for years
ahead of tiel)asis of the promise that they will receive large benefits
whein they iar o0ld. The1 trustees of the old ageiand survivors insurance
trust fundl have announ(ce(I that for the next five years r(ecipts of the
fund will be) more thlan sufficient to cover tle (disbursements. Of
course they will--for a few years. But what will thle picture be 20,
30, or 40 years from now when a far greater proportion of the aged
will be entitled to (Iraw benefits and on a more generous scale? They
will demand that the proinises made in this bill be kept.
How will these promises be kept? Or will they ever be kept? I

do not know, but I can tell you how they have been kept up to date.
When the social security program was started in 1935, those contribut-
ing wre promised( t that they would receive a,certain num})er of dollars
when they reached a certain age. Those promises have been) kept.
Benleficiaries have received the number of dollars they were, promised.
The catch is that those dollars will not buy what they were expected
to at the time the program was instituted. The claims of present
beneficiaries of OAST are being paid off in (lepreciated dollars.
What will happen to the dollar between now and, say, 1990, we do

not know. If we are to judge by the experience of the last 40 years,
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the dollar in 1990 will not buy very much. No doubt the scale of
benefits payments set forth in this bill will be met somehow or other
on that distant date. But the payments may be made in dollars
which have lost most of their buying power. There may be no other
way to meet those obligations.

In my judgment the problem cannot be solved at all through the
present elaborate and confusing system of mammoth wage records,
large but distant promises, and a trust fund which is big enough to
form a constant temptation to political demagogs, but perhaps not
big enough to meet its obligations. I am in hopes that a better system
can be established. I believe this possibility should be thoroughly
investigated before we go ahead and compound the evil that is already
with us.

If I have been against a good many things involved in this legisla-
tion, my position is not merely negative. I am for a constructive
program.
The steps which should be taken are these: (1) Defeat the pending

bill. No good can come.from patching up a system which does not
work or from over-promising and leaving to future generations the
problem of making good on those promises. (2) Establish a com-
pletely independent research body with full power to investigate the
present system and to examine what other systems have to offer.
The greatest care must be taken that this research body be drawn
primarily from the ranks of private actuaries without preconceived
notions in favor of the present system. (3) Let the most careful ex-
amination be made of the possibilities of a universal flat-rate pension
system which may be financed on a strictly pay-as-you-go basis.
TUnder such a system the Federal Govermnent should get out of the
old-age assistance business, once and for all. I do not advocate such
a flat-rate system today because I do not have sufficiently trust-
worthy statistical material on which to base a judgment, but I do
believe a careful investigation of it should be made.
As I understand, the term "pay-as-you-go" means a system under

which the cost for any year is raised within that year and under which
at the end of the year nothing is owned and nothing is promised.

I specify neither the age nor the level of benefits that such a system
might pay. Only an honest investigation can get us the answer, but
I expect that we would find administrative cost shrinking to an
astonishing degree. And I believe that if Americans are openly and
honestly taxed to support such a system, they will have a much clearer
idea of what constitute reasonable benefits and reasonable tax rates
than they have today. Today we have a system in which we all
but promise the recipient a dollar in exchange for a nickel. It is
politically saleable as long as the promises are kept in the distant
future. As soon as the day arrives when those promises must be
kept, I am afraid this system may collapse of its own weight. And I
am especially afraid that that collapse may carry the buying power
of the dollar down with it.

If this bill is passed this year, there is a grave danger that neither
the House nor the Senate committee will be anxious to start in all
over again next year with the prolonged hearings and study which
would be necessary to make the kind of fundamental change in the
system that I have suggested. It would probably be some years before
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either committee could be persuaded to undertake the tremendous task
of studying the whole problem again. By that time it might well be
that this system with its promises, its mountain of wage records, and
its tremendous fund would be so firmly fastened upon us that we could
never get rid of it. That is the great danger of passing this legislation.
I earnestly urge that the Senate refuse to bind this country forevermore
to a system which is substantially unworkable.

HUGH BUTLER.
0
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