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SOCIAL SECURITY AMENDMENTS OF 1954

THURSDAY, JUNE 24, 1054

UNITED STATES SENATE,
OMMITTEE ON FINANCE
Washington, D. C.
The committees met, pursuant to call, in room 312, Senate Office
l}g_ild'mg, at 10 a. m,, Senator Eugene D. Millikin (chairman) pre-
siding.
Prgsent: Senators Millikin, Butler, Martin, Carlson, Bennett,
George, Byrd, Frear, and Long. | . .
Tho CuAlRMAN, The meeting will come to order. At this point in
the record we will include the bill, H. R, 9366, and a comparative
print_showing major differences in_ the present social-security law
and H. R. 9306 as passod by the House of Representatives relating
to old-age and survivors insurance and public assistance.
{The bill and comparative print referred to follow:)

{H. R. 9306, 83d Cong., 2J, sess.]

AN AOT To amend the Social Security Act and the Internal Revenue Code 80 a8 to estend coverage under
the old-age and survivors insurance program, i benefl ,nynb der, prederve
insursnce rights of disadbled individuals, and increase the amount of camings permitted without Joss

of benefits, and for other purposes

Be il enacled by the Senate and House of Representalives of the United States of
America in Congress assembled, That this Act may be cited as the ““Social Security
Amendmeonts of 1054”.

TITLE I-AMENDMENTS TO TITIA% I1 OF THE SOCIAL S8ECURITY
T

EXTENEION OF COVERAGE

DOMBSTIC SERVICE, S8ERVICH NOT IN COURSE OF EMPLOYER'S BUSINESS, AND
AGRICULTURAL LABOR

8xo, 101, (a) (1) Paragraph (2) of section 209 (g) of the Social Seourity Act is
amended to read as follows: -

“(3) Cash remuneration paid by an employer {n any calendar quarter to
an employee for domestio service in & private home of the employor, if the
cash remuneration paid in such quarter by the employer to the emJ)loyeo
for such service is less than $50. As used in this prargraph, the term ‘domes-
tio service in a private home of tho employer’ does not include service de-
acribed in section 210 (f) (5);".

3) Sectlon 200 (g) of such Act {s amended by addir.g at the end thereof the
following new paragraph:

“38) Cash remuneiation paid by an employer in any calendar quarter
to an employee for service not ip the course of the emplgger’a trade or busi-
noss, if the cash remunoration pald in such quarter b; ¢ employer to the

empioyee for such service is less than $50. As used in this paragraph, the
term ‘service not in the course of the ungloyer'a trade or business’ does
not include domestic service in a privato home of the employer and does
not include service desoribed in sectio 210 (f) (B);".

1



2 80CIAL SECURITY AMENDMENTS OF 1954

SSLSectlon 200 (h) of such Act is amended by inserting *(1)" after “(h)"
and by addi?'g at the end thereof the following new paragraph:

(3) Cash remuncration paid by an employer in any calendar year to
an employce for agricultural Iabor, if tho cash 1emuncration pail in such
i’eﬁr by the om;)lovor to the cmployee for such labor is lers than $200;",

(4) Section 210 (a) (1) of such Act is amended to read as follows:

(1) Bervioe performed by forolﬁn agricultural workers under contracts
ontered Into in accordance with title V of tho Agricultwial Aet of 1040,
as amended;”.

8&) Bection 210 (a) of such Act is amended by striking out priagraph (3)
and redesignating paragraphs (4), (6, (6), (), &), (0), (10), (28}, (1), (13},
and zll). and any references thereto contained in such Act, aa paragraphs (3),
" 5%{ @, (0, ®), (&, (10, (1), (12), and (13), respeetively,

(6) The sentonce of scotion 218 (¢) (5) of stich Act s amended by
inserting before the period at the end thercof “and scevice the remuneration for
which in excludod from wagea by paragraph (2) of zection 209 (h).”

AMERICAN CITIRENS EMPLOYRD BY AMNERICAN ENMPLOYERA ON
- FORKEIUNSFLAO VKRS

(L) The paragraph of zection 210 (a) of the Social Security Act herein redeaig.
nated as paragraph (4) is amended by striking out “if the individual is employed
on and §n connection with such vessel or airezaft when outside the United Staces'
and inserting in licu thercof: *if (A} the individual is employed on aund in con.
nection with such vessel or alreralt when outside the United States and (BY (i)
such individual ta not a citizen of the United Statea or (il) the cmployer is not an
American employer”.

CERTAIN FEDERAL EMPLOYKES

) (1) Subparagraph (B) of the paragraph of section 210 (8) of the Social
Segurltv Act h':nln n'l:‘lesi nated as mragmp (0) is amended—
{A) by inserting “by an individual” after **Service performed”, and by
{nserting “and if such acrvioe is covered by a retiroment system eatablished
by such IMnmlonmn{:" after " December 31, 1950,”;
(B) by inserting “‘a Federal Home Loan Rank,” after ‘‘a Foderal Reserve
Bank,” {n clause (i1); and
C) by striking out “‘or” at the end of clause (i), by adding ““or” at the
en :ll‘chuae (iv), and by adding at the end of the subparagraph the following
new clauso:
Y (v) service performed by a civilian emplovee, not compensated fromn
funds np[l)roprlmed by the Cougress, in the Coast Guard Exchanges or
other activities, conducted by an instrumentality of the United States
subject to the jurisdiction of the Secrotar{ of the Treasury, al installa-
tions of the Coast Quard for the comfort, pleasure, contentment, and
mental and physical improvenient of personnel of the Coast Guard;'.
(3) Subparagraph Yd of such parsgraph ls amended to read as follows:
“(C) Bervice performed in the emrlo of the United Statos or in the em-
ploy of any instrumentality of the United States, if such servieo Is performed—
(i} as the President or Vice President of the United States or as a
Member, Deleftte or Resident Commiasioner of or to tho Congrees;
o i the logislative branch;
(i) in & penal institution of the United SM“:’J an inmate thereof ;
“(lv) by any Individual as an emnloyee included under section 2 of
the Aet of Au‘gut 4, 1947 (relating to certain interns, student nurses,
3!1‘(; osmg stu lnot5 ;;nployeq of hospitals of the Federal Government;
. 8, U, 800, :
‘'(v) by any individual as an em&l:soo sorving on a temporary basis
in case of fire, storm, earthquake, , or other simllar emergency; or
9:"é\rl) by any individual to whom the Civil Service Retiroment Act of
1930 doos not a| g\ly because such individual ls subject to another retire-
ment system (other than the retirement system of the Tennessco Valley

Authority);".

(8) Beetion 205715)" (8) of such Act 1s amended by adding st the end thereof
the following new sentence: *'The provisions of pmmﬁ)lu (1) and (2) shsll bo
app!le:“lzlo' 'tn (C'l.u case ofh mlbeo mf&med by l' :{lv lan e:n Io;;sokno}tu oom-
pensated from funds appro) ngroes, in the Coast Guard Exchanges
or other utlvlll:l, oo:?crucwd by lnytnatrumonullty of the United States subject

to the jurisdiction of the Secretary of the Treasury, at installations of the Coast
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Guard for the comfort, pleasure, contentment, and mental and phyeical improve.
ment of personnetl of the Coast Guard; and for purposes of paragraphs (1) and (2)
thﬁtb'e'("romr,\' of the Treasury shall be deemed to be the head of such instrumen-
tality.

MINISTERS

(D () Fhe paragraph of seetion 210 (8) of the Social Security Aet hervin
redesighated as paragraph (8) is ameundald to reat as follows:

48} (A) Servico performed in the cmploy of & religious, charitable, cduca-
tional, or other organication o.\mu}n from income tax under section 101 (6)
of the lnternsl Revenue Cote, other than service performed by a duly or-
dafned, commissioned, or licensed minister of a ehureh in the exeretse of his
ninistry or by & member of a religlous oeder fie the exereise of Juties sequired
by ruch order; but this subparagraph shall not apply to serviee performed
during the period for which a certificate, tited pursuant to seetion 1426 (1) (1)
of the Internal Revenue Code, s in effeet, if sueh service is performed by an
employee (1) whose signature appears on the list filed by such organization
under such section, or (i) who became an employee of such organization
after the certificate was filed and after such period began;

“(13) Service performed in the employ of o religious, eharitable, o lueational,
or other organization exempt from income tas nunder rection 101 (6) of the
Iuternal Revenue Code, by a duly ordained, commissioned, or Heensed min-
ister of a church in the excreise of his ministry or by a menber of & religious
order in the exercise of duties required by such order; but this subparagraph
shall not apply to seevice perforined by a duly ontained, commissioned, or
lcensed minister of a chiurch or & member of a religious order, other than
a menber of a religions orter who has taken a vow of poverty as a member
of such orler, during the perio! for which a certificate, filed pursuant to
wection 1426 (D (D) of the Interual Rovenue Codde, is in effect, if such service
is performud by an employoe (i) whose signature Ap;.x'am on the list filed by
such organization under stuch zection, or (i) who beeame an employvee of
such organization after the certitivate was iled and after such period began;”,

(2) Section 211 (c) of such Act is amended by striking vur paragraph (4).

(3) Nothing in subsection (8) of section 210 of the Social Sccurity Act, as
amended by this Act, or in subsectiona (b) and () of section 1426 of the Internal
Revenuo Code, as so amended, shall be construed to mean that any minister is an
employce of an organiaation for any purpose other than the purposes of such
sections,

FISHING AND RELATED SERVICE

(o) Scction 210 (a) of tho Social Security Act is further amended by striking
out paragraph (15) and redesignating paragraphs (16) and (17), and any references
theroto contained in such Act, as paragraphs (14) and (15), respectively.

HOMEWORKERS

n Subparagrmixh (C) of =ection 210 (k) (3) of the Social Sccurity Act isamended
by striking out **, if the performauce of such services is subject to iironsionég require-
ments under the laws of the State in which such services aro performed”,

FARMERS AND PROFESSIONAL SELF-EMPLOYED

(g) (1) 8ubsecction (a) of scction 211 of the Soclal Becurity Act {3 amended by
Mrltlng out paragraph (2) and redesignating paragraphs (3), (4), (5, (6), and
7), and any references thereto contained fn siich Act, as parageaphs (2), (3, (4),
8), and (8, respectively, and by adding at the end of such subsection the follow-
ing new sentence: “in the case of any trade or businexx which {s carried on by an
individual who reports his income on a cash recefpts and di: bursementa basis
and in which, if {t were eareicd on exeluddvely by employees, the mafor portion of
the services would constitute agricultural lsbor as defined in reetion 210 (0, (i if
the gross incomo derived from such trade or business by such individual i3 not
more than $1,800, the net earnings from self-employment derived by him there-
from may, at his option, be deemed to be 50 per centum of such gross income In
lieu of his net carnings from self<employment from such trade or business come
puted aa provided under tho preoeding provisions of this submection, or (ii) if the
ross fncome derived from »uch trade or burineas by such {ndividual is more than
1,800 and the net earnings from sclf-employment detived by him therefrom, as
computed under the proceding provisions of thix subseetion, are lees than $900,
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suoh uet earnings may instead, at the option of such individual, be deemed to be

. For the purposo of tho preceding sentence, groas fncome derlved from such
trade or business ahall mean the gross receipts from such trade or business reduced
by the cost or other baals of property which was purchased and sold in carrying
on such trade or business, adjusted (after stich reduction) in accordance with the
preceding provisions of this subsection,”

(2) Paragraph (1) of such section 211 (8) {3 amended to read as follows:

“(1} There ahall be excludod rentals from real estate and from personal
property loased with the real estate (including such rentalz paid in crop
shares), together with the deduetions attributable thereto, unless such rentals
are received in the courso of a trade or busineas as a real estate dealer;”.

(8) The paragraph of such seetion 211 (8) horein redesignated as purngmrh 3)
is amended by striking out “cu"lnf or disposal of timber” and inserting in licu
thereof ‘‘cutting of timber, or the disposal of timber or coal,”,

{4) Section 211 (&) of such Act is amended hy striking out paragraph (5), by
inscrting “‘or’ at the end of paragraph (3), and by ndding afier paragraph (3) the
following new paragraph:

"74) The performance of service by an individual in tho exereise of his
profcssion as a physician, or the performance of such serviee by a partnership.”

EMPLOYEES COVERED BY STATE OR LOCAL REZIREMENT SYaTEMS

(h) (1) Section 218 (d) of such Act is amended by striking out “Exclusion Of”
in tho ing, by inserting “(1)" after /(d)”’, and by striking out “on the date
such agroomont iz made applicable to such coverage group'’ and inserting in licu
thereef “oither (A) on the date such agreoiment is made applicable to auch cover-
age group, or (1) on the date of the enactment of the succoeding paragraph of this
subeection (cxcept in the caso of positions which are, by reason of action by auch
Stato or Rolitle subdivision thercof, as may be npgmprh\lo. taken prior to the
date of the enactinent of such suceceding paragraph, no longer covered by a re-
tirement systom on the rate referred to in clause L\). and except in the case of
positions excluded by paragraph (3) (A)). The preceding sentence shall not be
spplicable to un‘y scrvico porforined by an emiployce as a member of any coverage
gmup in & position (other than a position excluded by paragraph (5) (A)) covored

y & retiroment system on the dato an agrooment s made applieable to such
ocoverage group if, on such date (or, if later, tho date on which such {ndividual firat
ocet\lple.g such positlon), such individual is incligible to be a member of such
system”’,

(2) Such scction 218 (d) is further amended by adding at the end thereof the
lollowlnf now paragraphs:

14(3) It is hereby declared to bo the policy of the Congress {n enacting the suc-
ooeding paragraphs of thia subsection that the protection afforded employees in
positions covered by a retirement system on the dato an agreement under this
section is made applicable to service performed in such positiona, or recelvin
periodic benefits under such retirement aystem at such time, will not be impaire
as a result of making tho agreement so applicable or as a result of legislative
enactment in anticipation thercof,

;:;8) Notwithstanding paragraph (1), an agreement with a State may be
made nrpliublo (either in the original agreement or by any modification thercof)
to service performed by employees in positions covered bs' a retircment system
(Including poaitions epecified in g‘u%nph (4) but not including positions exeluded

y or pursuant uignugnph (8)) it the governor of tho Stato certifics to the Secre-

of Health, Education, and Welfarc that the following conditions have been
““(A) A referendum by sccret writton ballot was held on the question of
whether service in positions covered by such retirement system shiould be
excludod from or included under an agreement under this section;
“(m An o] Fortunl! to vote in such referendum was given (and was
limited) to oll’; ble employocs;
“(C) Ninety days' notice of such referendutn was given to all such om-

loyces; .
s ‘y(D) 8uch referendum was conducted under the supervision of the governor
or an uxnay or individusl designated by him;
“ E} mA&t'l‘Ii_x of the eligible employoes voted in such referendum; and
“(F) Two-thirds or more of the employees who voted in such referendum
voted in favor of ineluding service in such positions undor an agreement
under this seotion,
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An employee shall be deemed nn ‘eligible employee’ for purposes of any ref-
ercudum with respect to any retirement system if, at the time such referendum
was held, he was in a position covered by such retirement aystem and was s member
of such rystem, and if he was in such a position at the time notice of such ref-
ercndum was given as reauired by elause (C) of the preceding sentenee; except
that he shall not be deemed an ‘eligible \-mL»lo,\ oo’ ify at the time the referenduim
was held, he was in & position to which the State agreement already applied, or if
he waa in a position excluded by or puniuant to ‘mrmmph (5.  No referendum
with respeet to a retirement system shall be valid for purposes of this paragraph
tunless held within the two-year period which ends on the date of execution of the
agreement or imoditication which extends the insurance sy stem established by this
title to such retircment system, nor shall any referendum with respect to a retiee-
ment systemn be valid for purposes of this paragraph if held less than one year
after any prior referendum held with nvs;;oc\ to such retircment sy stem.

“(4) For the purposes of subseetion () of thir gection, the following employees
shall be deemed to be a separate coverage group—

*(A) all employees in pogitions which were covered by the same retirement
svstem on the date the agreement was made applicable to such saystem (other
l’han‘ employecs to whore services the agreenient already applicd on such
date);

(I all employees in positions which became corvered by such system at
any time aftersuch date: and

SCY all employees in positions which vere covered by such sy stem at any
time before such date and to whose services the insurance syatem catablished
by thix title has not been estended before such date beeause the poxitions
were covered by much retirement system (including employees to whose
services the ageectient was not applicable on siuch date beeause such services
were oxeluded pursuant to subsection () (3) (O,

“(8) (A) Nothing in paragraph (3) of this subsection shall authorize the ex-
tensfon of the insurance aystem established by this title to service in any police-
man’s or fireman's position.

“(B) At the request of the State, any class or classes of positions covered by a
retircment system which may be excluded from the agreement pursuant to para-
graph (3) or (8) of subscction (c), and to which the agreement does not already
apply, may bo excluded from the agrecment at the timoe it ia made n;tpllublo to
such retirement system; oxcept that, notwithstanding the provisions of paragraph
(3) (C) of such subscction, such exclusion may not include any services to which
such paragraph (3) (C) is applicable. In the case of any such exclusion, each
such class so oxcluded shall, for pur, of this subscetion, constitute a separate
retirement system in case of any modification of the agreement thereafter agreed to.

(6) If a retirement system covers positions of employees of the 8tato and posi-
tions of employces of one or more political subdivisions of the State, or covers
rooitlons of employeca of two or more political subdivisions of tho State, then,

or purposes of the preceding paragraphs of this subeection, there shall, if the
State so desires, be deemed to be a separate retirement system with respoct to
each political subdivision concerned and, where the retiroment system covers
mi‘t;loga“:: 3mployms of tho State, a separato retirement system with respect
L] 3

(8) Psngnph (3) of section 218 (c) is amended to read as follows:

“(3) 8ue ment shall, if tho State requests it, exclude (in the case of any
coverage xroup any one or more of the following:

‘(A) Any service of an emergency nature;

“(B) All'services in any class or classes of il) elective positions, (i) part-
time (pouitlons, or (i) positions the compensation for which is on & fee basis;

(C) All serviees performed l‘f' individuals as members of A coverage

roup in positiona covered by a retirement system on the date sich agreement
s made applicable to such coverage group, but only In the case of individuals
who, on such date (or, {f later, the date on which they first occupy such poal-
tiona), are not eligible to become members of such syatem and whose services
in such positions have not alrcady been included under such agreement
purzuant to subsection (d) (3).”

(4) Paragraph (4) of such section 218 (¢) {s amended by adding at the end there-
of the following new scntence: ‘A modification of an agreement pursuant to clause
(B) of the ?roceding sentence may apply to individuals to whom paragraph (3)
(C) Is agrl cable (whether or not the previous exclusion of the service of such
individuals was pursuant to such paragraph), but only {f such individuals are, on
tho effectivo date specified in suc modiﬂcntion, ineligible to be members of any

495388 {18



6 80CIAL SECURITY AMENDMENTS OF 1034

retirement systein or if the modification with respect to such individuals is pur-
suant to subsection (d) (3).”

8) Such section 218 (o) is further amended by adding at the end thereof the
foll owing new paragraph:®

“(7) Noagreement may bo made applicavle (either in the original agreement or
by any modification thereof) to service performed by any individual to whom
paragraph (3) (C) s applicable unless such agreement provides (in tho case of each
coverage group involved) either that the service of any individual to whom such
paragraph ia applicable and who {2 a member of such coverage group =hall con-
tinue to bo covered by such agreement in ease he thereafter hecomes cligible to
be a member of a retirement system, or that such service shall cecase to be so
covered when he becomes eligible to be a nember of such a system (but only if
the agreement is not already a‘)plimblo to zuch system pursuant to subscetion
(d) (3)), whichever may be desired by the State.'’

(6) Section 218 (N of such Act Ix amended to read as follows:

“(0 Any agrcement or modification of an agreement under this xection shall
be etlectivo with respect to servicos performed after an effective date speeified in
such agreement or modification; except that—

(1) in the case of an agroement or modification agreed to prior to 1954,
such dato may not bo earlier than December 31, 1950;
#(2) in tho case of an agreoment or modification agreed to after 1954 but
prior to 1958, ruch dato may not be earlier than Decetnber 31, 1954; and
4(3) in the caze of an agreement or modification agreed to during 1954 or
after 1057, such date may not bo earlier than the last day of the calendar year
&re«ding the year in which such n}xmmcnt or modification, as the caze may
‘;tls 'a';r«:d to by the Secretary of Health, Education, and Wellare and the
e.

8
tngz 8Section 218 (m) (1) of such Act is amended by striking out “subsecetion (d)”
nserting in lieu thereof paragraph (1) of subsection (d)'".
(8) Soction 218 of such Act is further amended by adding at the end thereof
the following new subscction:

'Certaln Positions No Longer Covered By Retirement Systems

“(n) Notwithstanding subsoction (d), an agreement with any State entered
into under this mtlmrﬁor to the date of the enactment of this aubsection mnf'.
rior to January 1, 1938, be m od pursuant to subscction (o) (1) so as to a‘)‘ y
services performed by emqloym, as members of any coverage group to w ?ch
such Jmment already applies (and to which such agreement applied on such
date of enactment), in tions (1) to which such agrecement docs not already
apply, (2) which were covered by a retirement system on tho date such agroement
was made applicable to such coverago group, and (3) which, by reason of action
by such State or political subdivision thercof, as may be appropriate, taken prior
to the date of the enactinent of this subaection, are no longer covered Ly a retire-
ment system on the date such agreement is mado applicable to such services.”
[()} amendments made by this subsection shall take effect January 1, 1955.

CIVILIAN EMPLOYEEKS OF STATE NATIONAL GUARD UNITS

@ (1) Effective as of January 1, 1951, pnnﬁnph é&) of scction 218 (b} of the
8ocial Security Act is amendod by adding at the end thereof the following new
sentenoce: ‘‘Civilian employces of National Guard units of a State who are
g;nglo&ed pursuant (o section 90 of the Natlonal Defense Act of June 3, 1016 (32

. B. O, sec. 42), and pald from funds allotted to such units by the Department
of Defense, or pu of this scotion be deemed to be employecs of the
State and (notwithstanding the precedinp provisions of this paragraph) shall be
dee be a separate coversge group.”

{2) In the case of any coverage group to which the amendment made by

ph (1) is applicable, any agreement or modification of an agreement agreed

g:;m to January ], 1956, may, notwithstanding scction 218 5 of the Bocial

urity Act, be made effective with respect to services performed by employces

as members of such coverage ﬁ:oup after any cffective date s;oeclﬂod therein, but
in no case may such effective date be carlier than December 3%, 1950,
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PRESUMED WORK DEDUCTIONS IN CASE OF CERTAIN RETROACTIVE STATE
AGREEMENTS

() (1) In the case of any services performed prior to 1955 to which an agree-
mt(;iltl under section 218 of the Social Security Act was made applicable, deducetions
which—

(A) were tot imposed under section 203 of such Act with respeet to such
services performed prior to the dato the agreement was agreed to or, if the
original agreemient was not applicable to such serviecea, performed prior to
the date the modification making such agreement applicabile to such services
was agreed to, and

(13) would havo been imposed under such zeetion 203 had such agreement,
m-r lmiuliﬂm(ion, as the caxe may be, been agreed to on the date it beeame
cffective,

shall be deemed to have been imposzed, but only for purlpnsm of determining
whether, on the basis of an np{)licalion filed after the month in which thix Act is
enacted and prior to January 1, 1056, any person is entithed te 8 recomputation,
under section 215 (f) of the Soclal Security Aet, of the primary insurance amount
of the individual who performed #ruch services,  For purposes of any such recom-
gutallon the individual who performed such xerviees shall be deemed to have

led an application for recomputation in the month for which the last of the de-
ductions is deemed to have been made nnder this paragraph, or in the frst month
thereafter (and prior to the month in which this Act is enacted) in which his
benefits under section 202 (a) of the Rocial Sceurity Act were no longer subjeet to
deductions under paragraph (1) o1 (2} of rection 203 (b) of such Act, whichever
results in a higher Yrinw,&' insurance amount for such individual.  Auy such
recomputation ahall be made as provided in the Social Security Aet prior to the
cnactment of this Act, awd shall be effective for and after the month in which the
application referrad to in the firat sentence of this paragraph is filed.  This para-

aph shall not bo applicable in the case of sny ruch individual if his pritary
nsurance amount has been recomputed under section 215 () (2) of the Soclal
Sccurity Act prior to the month in which this Act is enacted.

f any recomputation under acction 315 () ot the Social Security Act is
made by reason of deductions deemed pursuant to paragraph (1) of this subscection
to have been imposed with respect to benefits hased on the warcs and self-omploy-
ment income of any individual, the total of the benefits based on such wages and
sclf-employment income for months for which such deditetions are so deetned to
have been imposed shall be recovered by making, in addition to any other deduc-
tions under section 203 of such Act, deductions from any increaso in benefits,
Ml!ioon such wages and sclf-ecmployment income, resulting from such recom-
putation,

SERVICE BY AMFRICAN CITIZENS FOR FOREION 3UBSIDIARY OF DOMMNATIC
CORPORATION

(k) Clause (B) of so much of section 210 (a) of the Soclal Sceurity Act as
recedes paragraph (1) thereof is amended to read as follows: **(H) outside the
nited States by a oitizen of the United States as an employee (i) of an American

omployer (as defined in subsection (0)), or (if) of & forcign aubsidiary (as defined
in section 1426 (m) of the Internal Revenue Code) of & domestie corporation (as
determined in accordance with section 3797 (a) of the Internal Revenue Code)
during any Pcriod for which there is in effect an agreement, entered into pursuant
tﬁi ls:c!lgn 426 (m) of the Internal Revenue Code, with respect to such sube
sidiary;”,

EFFECTIVE DATES

() The amendinent made by paragraph (3) of subseetion (g) shall be applicable
only with rexpect to taxable years beginning after 1050. The amendments made
by paragraphs (1), (2), and (4) of such sulweetion and by paragraph (2) of sub-
section (d) shall, oxcept for purposes of section 203 of the Rocial Security Act,
be applicable oniy with respeet to taxable years ending after 1934. The amend-
ments wwade by paragraphs (1), (2), and (3) of subsection (a) shall be applicable
only with reapect to remuneration paid after 1954, The amendments made by
paragraphs (4), (8), and (6) of subscction (a) shall be applicablie only with respect
to servioces (whether performed after 1054 or prior to 1938) for which the remuncra.
tion is patd aftor 1954. The amondment made by paragraph (3) of subsection (¢)
shall become effectivo Jmun:{y 1, 1958. The other amendments made by this
section (other than the amendments made by subsectiona (h), (i), and (k)) shall
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be applicable only with respect to servicos performed after 1054. For purposes
of scotion 203 of the Social Sccurity Act, the amendments made by para ralphs
(1), (2), and (4) of subscction (g) and by paragraph (2) of subsection 12(1) shall be
effectivo with reapect to sell-cmployment income derived after 1954, The amount
of self-omployment income derived during any taxable year ending in, and not
with the close of, 1055 shall be credited equally to the calendar quarter in which
such taxable vear ends and to each of tho throe or fewer preceding c!uark‘rs any
part of which'is in such taxable year: and, for purposes of tho preceding sentence
of this subsection, self-employment income so credited to cal endargquarters in
1938 shall be deemed to have been derived after 1954,

INCREASE IN BENEFPIT AMOUNTS

Seo, 102. (a) Subsection (a) of section 215 of the Social Security Act is amended
to read as follows:
“Primary Insuranoce Amount

“(a) (1 Tho rlmurv {nsurance amount of Any individual (i) who does not
becomo eligible benefits under soction 202 (a) ‘until after the last day of the
month !ollonlng tho month in which the 80ch urity Amendments of 195§ are
enacted, or who dics after such day and withoud becoming cligible for benefits
undor such soctton 202 Sn). and (fi) with respeet to whom not leas than six of the
quarters clapsi nf quartors of coverago, and tho primal { insuranco
amount of any Indiv Idml \\lth mpocl to whom not Jess than six of the quartcrs
clapsing Amr Juno 30, 1053, m quarters of covorage, shall bo whichever of tho
follo win amounts is lf\o

me-ﬂw per eontum o! the first $110 of his average monthly wage,
r centum of the next $240; or
ﬁ mount dotormlncd un(‘er -ubwctlon (o).
An individual shall, for purposcs raph, bo deomed eligiblo for bonofits
under scction 202 (a) for any month if ho \u or would have boen, upon filing
oppllcsllon therefor in such mouth, entitled to such benofits for such month.
The primary insurance nmount of any other fudividual shall bo the
smount determined under nubuet €)."”
(l) P::ﬁnphl 1) . (2), and (3) of subeection (b) of such section are

An individual’s ‘avensc monthly wage’ shall be the Juot ient obtained b)
dlvl nx the total of his wages and oel(-employment income alter his starting da

(determined under paragraph (2)) and prior to his closing ds!e (determined under
paragraph g} . by lhe number ol monthes elapsing after such starting date and
prior to such closing date, excluding from such elapeed monthu ‘n{ month in any
year prior to the year in which he attained the age of twenty-two if less than two
quarters of such prlog:u were quarters of coverage, except that when the number
of such ehpoed months thus computed is less than euhmn. it shall be increased

to el
"'(e) An individual's ‘starting date’ shall te—
w ] um. e st day of the year in which be attains the age of twenty-

r mulu in the higher ave
W Individual's ‘closing e s of the following results

the nth
Ay 'Tmo«&nu‘ in which he died ot beeame ontitied t0 okd-age
{nsuranoce benefits, whichever first oocurred; ol
“(B) the irst day of the nm yoar Io which be both was fully jusured and

o:os:c‘?l:‘t H th'gomury‘ he basis of the evide aflable t
evidenoe av: 0
him at the time of the eomguuuon of tndividuu Insurance amount
with x to ;ont suel ﬂﬁm‘.ﬁ n‘:ﬁ Mbb, tlm vrould ruull:o h'\ b:
\ 4
Bist dtay of the year fellowis AT

wing the year referred to n lubpwn

(3) Bubeeotion (b) of such section is further amended b ing ont patacnph
{4) and inserting in lieu thereof the folio new puunp

“(4) In the cass of any individual, the hall de tormine the four or
fower full calendar after the year in which ooouu hh mnlnc date and prlor
to his closing date w h, i the montlu of such and self-employ-
ment moomo for such years were oxcluded In oompuung Eﬂ verage monthly
wage, would produce the highest primary insurance amount. Such months and
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such wages and solf-omploymont incomo shall bo excluded for purposes of com-
puting such individual's average monthly wage. The maximum number of
calendar years determined under tho first sentence of this paragraph ghall bo five
instead of four in tho case of any individual who had not less than twenty quarters
3: coverage in tho period ending with tho calondar quarter preceding his closing

o,
(¢) Subsection (o) of such sgc!lon fs amended to read as follows:

“Determinations Made by Use of the Conversion Table

“‘(¢) (1) Except as provided in parngragh (2) of this subsection, the amount
reforred to in paragraphs (1) (B) and (2) of subsection (8) for an individual
shall be cither the amount appoarini in column 111 of the following table on the
line on which in column I appears his primary insurance benefit (as determined
under subsection (d)), or tho amount appearing in column 111 of the following
table on the line on which in columu 11 appears hix primary insurance siount
(determined as provided in subsection (d)), whichever produces the higher
amount; and his average monthly wage shall, for purposes of xeetion 203 (a), bo
the amount appearing in column 1V on the line on which, in column 111, appears
such higher amount,

1 1n m 144

And the aves
Orthe primary | The amount
tsubncs | referred togn, | A¥e moothly

00
eIt insarance benefit (as determined mount (a8 | paragraphs (1) | Wage for pur-
the “'"".?55., subecction (1)) f,‘.‘; ¢ 'dexem'un(«i (B) .L‘J‘m‘o. W‘&‘ 0‘::‘;::
under subsec- | subsection (a) | DUt A
tion (4)) to— shall shall ¢

PR PR T L PR PP LT )

2
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“(2) (A) In caso the primary insurance benefit (determined as provided in sub-
seotion (d)) of an individual falls between the amnounts on any two consecutive
lines in column 1 of the table, the amount referred to in paragraphs (1) sne and
() of subseotion (a) for such individual shall be tho amount deter i b
applying the formula in subseotion (a) (1) to the averago monthly wage whio!
would be determined for such individual under paragraph (4) of this subseotion as
in effect prior to the onactment of the Social Security Amendments of 1954, (ii) b
increasing tho amount determined under olauso ;l).'if it is not a multiﬁle of $0.10,
to the next higher mului)lo of £0.10, and (ii} by further increasing such amount to
the extont, if any, it is less than $3 greater than the primary insurance amount
whioh would be determined for him by use of his primary insurance benefit under
g:ragraph (2) of this subsection as in effect prior to the enactment of the Soclal

ourity Amendmonts of 1954.

“(B) In case the primary inauranco amount (determined under subsection (d))
of an individual falls between the amounts on any two consccutive lines in column
IT of the tabte, the amount referred to in paragraphs él) (B) and (2) of subsection
(a) for such individual shall be the amount determinod under subparagraph (A) of
this paragra&)h for an individual whose primary insurance benefit would (under

ragraph (2) of this subsection as in effect prior to the cnactment of the Social

ourity Amendments of 1954) produce such primary insurance amount; except
thas, if there is no primary Insurance benefit which would (under such paragraph
(2)) produce such rrimary insurance amount or if such primary insurance amount
is higher than $77.10, the amount referred to in paragraphs (1) (B) and (2) of
subsection (a) for auch individual shall bo the amount determined (i) by applyin
the formula in subsection (a) (1)-to the average monthly wage from which sue
primary insurance amount was determined, (ii) by increasing tho amount deter-
minod under olause (i), if it is not a multiple of $0.10, to the next higher multiple
of $0.10, and (iii) by further increasing such amount to tho extent, if any, it is
less than $3 greater than such primary inaurance amount.

“(C) If tho provisions of subparagraphs (A) and (B) of this paragraph ate both
aPpllmblo to an individual, the amount referred to in paragraphs (1) {B) and (2
of subzection (a) for such individual shall be the larger of tho amounts determine
under such subparagraphs,

¢(3) For the purpose of facilitating tho use of the conversion table in come
puting any insurance benefit under section 203, the Sccretary is authorized to
assuine that the Rrimnry insurance benefit from which such bonefit under soction
202 is determined ia one cent or two cents more or less than {ts actual amount,

“(4) For pur; ¢ of soction 203 (a), the average monthly wage of an individual
whose primary insurance amount is determined under paragraph (2) of this sub-
section shall be a sum equal to tho average monthly wago which woutld result in
such primary insurance amonnt upon tho application of the provisiona of aub-
soction (a) (1) (A) of this section and without the application of subsection (e)
(2) or (g) of thia section; except that, if such sum is not a multiplo of $1, it shall
be rounded to the nearcat multiple of $1 (or to tho next highor multiple of $1 if
itisa mult'li_plo of $0.50).”

{d) (1) The heading of subsection (d) of such scction is amended to read
“Primary Insurance Denefit and Primary Insurance Amount For Purposes of
Conversion Table”.

(3) Bo much of such subsection (d) as procedes paragraph (1) thoreof {s amonded
by Ig:‘r,ttng “and tho primary Insurance amounts” aftor ‘‘primary insurance

ne!

(3) So much of paragraph (4) of such subscction (d) as precedes subparagraph
(A) is amended by inserting *(cxcopt an individual who attained age twenty-two
after 1050 and with reapect to whom not leas than aix of the quarters elapsing
after 1950 are quarters of coverage)” aftor ‘‘individual”,

(4) 8uch subscotion (d) is amended by adding after paragraph (5), added by
section 106 of this Act, the following new paragraph:

“(6) Tho primary insurance amount of any individuat shall be computed as
provided in this section as in effcct prior to the cnactment of this paragraph,
except that the amendments made by scctions 102 (b) (other than paragraph (2)
thereof), 104, and 106 of the Social Security Amendments of 1054 (relating, re-
spectivel f-. to Inorease in benefit amounts, Increase in carnings counted, and periods
o dlaa?ltlll.y) shal]. to tho extent provided by such ecotlorp. be applicablo to such
computation,

o) (1) Seotion 218 (e) of such Act is amended by striking out “and” at the
end of paragraph (1), by changing tho perfod at tho cnd of paragraph (2) to a semi-
colon, and by adding after such paragraph (2) tho following now paragraph:
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“¢3) if an individual's eloaing date is determined under paragraph (3) (A)
of subscction (b) and he has gelf-cmptoyment incomo in taxable ycar which
begins prior to such closing date and cnds after the last day of the month
wreceding the month in which he becomes entitled to old-age insurance

nefits, there shall not bo counted, in determining his averago monthly wage,
his self-emn log'mont income in such taxablo year, except as provided in scc-
tion 215 (l;)( ) (C)."”

(2) (A) Seotion 215 () (2} of such Act is amonded to read as followa:

“(2) (A) Upon application filed after 1954 by an individual centitled to old-age
insurance benefits, the Sceretary shall recomputo his primary jusurance atount

“(i' ho has not less than six r]uarl(\rs of coverage in the period after 1950
aud prior to the quarter in which such application is filed,

“(1i) ho has wages and rolf-cmployment income of not less thau $1,000 in
a calondar year which occurs after 1953 and after tho year fu which he beeame
(Without the arplicnlion of section 202 (§) (1)) entitled to old-ago insurance
honefits or filed an application for recomputation (to which he is entitled)
under section 102 (o) }5) or 102 () (2) (13) of the Social Security Amendments
of 1954, whichever of such events is the latest, and

*(ii) ho filed such application no carlicr than xix months after such calen-
dar year referred to in elause (ii) in which he had such wages and self-ctuploy~
ment income.

Such rocomputation shall be effective for and after the twelfth month hefore the
month in which he filed such n’)plication for recomputation but in no event carlier
than the mouth following such calendar year referred to in clause (ii). For the
purposcs of thix subparagraph an iudividual’s self-employment Income shall be
allocated to calondar quarters in accordance with seetion 212,

**(B) Excopt ax provided in subparagraph (C) a recomputation pursnant to
subparacraph (A) shall be made only as provided in subsection (a) (1) (other than
subparagraph (B) thereof) of this soction, taking into account only such wages
and sclf-employmont income which would bo taken into account under subsection

1) if tho month in which he filed the application under subparagraph (A) wero
oomed to bo the month in which ho became ontitied to old-age insurance bruefits,
oxcept that, of the provisions of paragraph (3) of such subsection, only the pro-
visions of subparagraph (A) shall be applicable.

“(CY It such recomputation is the first recomrutmlon under subparagraph
(A), such recomputation shall bo made as though the individual first became
entitled to old-age insurance benefits on the day he filed application for such
recomgm.nllon. For purgosos of this subparsgrarh a recomputation under sece-
tion 102 (¢) (5) (B) or 102 (f) (2) (B) of the Social Security Amendments of 1954
shall be deemedd to be a recomputation under subpamfraph (A) of this paragraph.”

(3) (A) Section 215 (f) (3) of such Act is amended to read as follows:

“(A) Upon application h{ an individual—

“i) who became (wlthout the application of section 202 8’) (1)) entitled
to old-age insurance benefits under section 202 (a) after the effective cate, or

“(il) whoso pritmary insurance amannt was recomputed under scction 102
(o) (6) or 102 (M (2) (B) of the Sacial Security Amendments of 1054, or

“(iii) whose S)\rlma.r,v insurance amount was recomputed for the first timo
undor paragraph (2) of this subsection on tho basis of an application filed
after tho effective date,

the Sooretary shall recomputo his primary insurance amount if such application
is filed after the year in which he became entitled to old-age insurance benefits or
in which he filed his application for the last recomputation (to which he was cn-
titled) of his primary insurance amount under any provision of law referred to in
clause (il) or (iil} of this sentence, whichever 1s the later. Such recomputation
under this sub| graph ahall bo made in the manner provided in the preceding
subsoctions of this section for computation of his primary insurance amount, ox-
oept that his nlosirm date for purposes of subsection (b) shall be the first day of
tho year lollowin‘z‘ o year in which he becamo entitled to old-age insurance bene-
fits or in which ho filed his application for the last recomputation (to which he
was entitled) of his rrlmarf insurance amount under any provision of law re-
ferred to in clause (il) or (ili) of the preceding sentence, whichever is the later,
Buch recomputation under this subparagraph shall be effective for and after the
first month for which his last previous computation of his primary insurance
amount was effective, but in no event for any month prior to tho twenty-fourth
month before the month in which the application for such recomputation is filed,
As usoed in this subparagraph and subparagraph (B), the term ‘offective date’
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means the last day of the month following the month fn which the Social Security
Amendments of 1054 are enacted.

“(B) Upon application by a person entitled to monthly benefits or a lump-sum
death payment on the basis of the wages and self-employment income of an Indi-
vidual who died after the cffective date and who, if he was entitled to an old-age
insurance benefit before he died, would, upon the filing of an application in the
month of his death, have been entitled to a reoom;}x‘ut ation of his primary insurance
amount under aubparagmgh {A) of this pamgrasp the Secmtar{)shall recompute
such individual’s primary insurance amount. uch recomputation shall be made
in the manner provided in the ﬁrecedlng subsections of this section for computation
of such amonut, except that his closing date for g\l ses of subsection (b) shall
ba the first day of the year following the year in which he died or in which he filed
k.. application for the last previous computation of his primary Insurance amount
under any provision of law referred to in clause (i) (ii%‘, or (iif) of the first sentence
of subparagraph (A), whichever first occurred. In the case of monthly benefits,
such recomputation shall be effective for and after the month in which the person
entitled to such monthly benefits became 8o ontitled, but in no event for any
month prior to the twenty-fourth month before the month in which the applica-
tlon for such recomputation is filed.”

(B) 8uch section 2158 (N g!) is further amended by uddinf after subparagraph
(B) ‘(‘ndded by subparagraph (A) of this pararraph) the following new subpara-

graph:
“(0) Tf an individual’s closing date is determined under para!;raph (3) (A) of
subsection (b) of this section and he has solf-employment income in a taxable year
which begins prior to such closing date and ends after the last day of the month
{mcedlng the month in which he became entitled to old-age insurance benefits
he Secretary shall recompute his primary insurance amount after the close o
such taxable year, taking into account only such self-employment income in such
taxable year as is, pursuant to section 212, allocated to calendar quarters prior to
such closing date. Such recomputation shall be effective for and after the first
month in which he became entitled to old-age insurance benefits.”

(4) Section 215 (f) (4) of such Act is amended to read as follows:

"(4) Upon the death after 1954 of an individual entitled to old-age insurance
benefits, if an genon is entitled to monthly benefits, or to a lump-sum death
rnyment, on the basis of the wages and self-employment incomo of such {ndividual,

h? Si?cmury shall recompute the decedent’s primary insurance amount, but
only if— .
v '(A) the decedent would have been entitled to a recomputation undor
gangrsph (22 (A) (without the application of clause (iii) thercof) if ho had
led application therefor in the month in which he died; or
“(BF the decedent during his lifetime was paid compensation which was

treated under scotion 205 (0) as remuneration for emﬁloyment.

If the recomputation {s permitted by subparagraph (A) the recomputation shall
be made (if at all) as though he had filed ap?l cation for a recomputation under
paragraph (2) (A) in tho month in which he died, excopt that such recomputation
shall include any compensation (described in section 205 (0)) paid to him prior
to the closing dato which would have been applicablo under such parageaph. If
recomputation i3 permitted by mbParagrap (B) the recomputation shall take
fnto account only the wages and self-employment income which were taken into
account in the last previous computation of his grlmary insurance amount and
113 compensation (desoribed in section 205 $o)) paid to him prior to the clmlngz date
applicable to such computation, If both of the preceding sentences are app!'- able
to an individual, only the recomputation which results in the larger primary
insurance amount shall be made.”

(8 (A) In the case of any individual who, upon filing applicstlon therefor
on or before the cffective date, would (but for the provisions of section 215 (f) (6)
of the Social Security Act) have been entitled to a recomputation under subpara-
graph (A) or (B) of section 215 (f) (2) of such Act as in effect prior to the enact-
ment of this Act, the Scoretary shall recompute such individual's primary insur-
ance amount, but only if he filea an application therefor or, in case he died before
filing such spg}lcmon, an application for monthly benofits of a lump-sum death
payment on the basls of his wages and solf-employment income is filed. Such
recomputation shall be made only as provided in subredtion (8) (2) of section 215
of the Sociat Seourity Act, as amended by this Act, through tho use of & primary
insurance amount determined under subsection (d) (6) of such seotion in the same
manner as for an individual to whom subsection (a) (1) of aueh section, as in
effect prior to the enactment of thia Act, is applicable; and such recomputation
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shall take into account only such wages and self-employiment income as would
be taken into account under section 215 (b) of the Social Security Act if the
month in which the 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 cffective for and after the month in which such
application for recomputation is filed,
B) In the caso of—
(1) any individual who is entitled to a reoomputation under subparagraph
(A) of section 215 (f) (2) of the Social Security Act as in effect prior to the
enactment of this Act on the basis of an application filea after the effective
date and with respect to whom either less than gix of the quarters elapsing
after 1950 and prior to the day following the cffective date aro quarters of
ooveraﬁo or the twelfth month referred to in such subparagraph (A) occurred
after the effective date, and
(ii) any individual who is entitled to a recomputation under section 215
(? (2) (B) of tho Social Security Aot on the basis of an application filed
after tho effectivo date, and with respect to whom less than six of the quarters
elapsing after 1950 and prior to the day following the effective date are
uarters of coverage or who did not attain the age of seventy-five prior to
tho day following the cffective date,
the recomputation of his primary insurance amount shall bo made in the manner
provided {n section 215 of the Social Security Act, as amended by this Aet, for
computation of such amount, except that his clos{ng date, for purposes of sub-
section (b) of such section 215, shall bo determined as though he became entitled
to old-age insurance benefits in the month In which he filed such application for
recomputation. Such recomputation shall be effectivo for and after the month
in which such application for recomputation is filed. As used in this subpara-
Fraph and the succeeding subsections of this section, the “effective date” is the
ast da*or the month following the month in which vhis Act is enacted.

(C) No individual shall be entitled to a recomputation under section 215 (M} (2)
of the Social Security Act as in effect prior to tho date of the enactment of this
Act unless (i) he had not less than six ‘quarters of coverage in the perlod after
1950 and prior to January 1, 1035, and (ii) elther the tweifth month referred to
in aubparag:?h (A) of such section 215 (f) (2) occurred prior to January 1, 1058,
or he attained the age of 75 prior to 1955, and (ili) he meets the other conditions
of entitlement to such a recomputation. No individual shall be entitled to a
recomputation under subparagraph (A) or (B) of this pamgrngh if his primary
insurancoh amount has previously been recomputed under either of such sub-

ragraphs,
pa(ﬁ)g hl" the case of an individual who died or became (without the applieation
of seotion 202 (j)} (1) of the Social Security Act) entitled to old-age insurance
benefits in 1050 and with respect to whom not less than six of the quarters elapsing
after 1054 and prior to the quarter following the quarter in which he died or became
entitled to old-age insurance benefits, whichever first occurred, are quarters of
coverago, his closing date shall be July 1, 1056, instead of the day specified in
section 215 (b) (8) of such Act, but only if it would result in a higher Rrimuy
insurance amount. For the purposcs of section 215 (0 (3) (C) of such Act, the
determination of an individual’s elosinlg date under tho preceding sentence shall
be considered as a determination of the individual's closing date under scetion
215 }b) (3) (A) of such Act, and the recomputation provided for by such section
315 (D (3) (C) shall be made using July 1, 1956, as the closing date, but only if
it would result in a higher primary fnsuranoe amount. In any sich computation
on the basis of a July 1, 1956 closing date, the total of his wages and self-employ-
ment {noome after December 31, 1055, shall, if it {3 in exoess of $2,100, be reducod
to such amount,

(7) Section 203 (a) of such Act is amended to read as follows:

“(a) Whenever the total of monthly benefits to which individuals are entitled
under section 203 for & month on the basis of the wages and self-employmont in-
come of an insured individual {s more than $50 and exceeds (1} 80 per centum of
his average monthl{ wage, or (2) one and one-half tiines his primary insurance
amount, whichever {# the greater, such total of bonefits shall, after any deductions
under this seotion, be reduced to 80 per contum of his average monthly wage or
to one and one-half times his primary insuranco amount, whichever is the greator
but in no oaso to less than $50; except that when any of such individuals so entitled
would (but for the provisions of section 202 (k) (3) (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, after any deduotions
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under this section, shall not be reduced to loss than 80 por centum of the sum ot
the average monthly wages of all such insured individuals. In any caso in which
tho total of the benetita roferred to in the preoodiuiz sentence, after reduction (if
any) thereunder, is more than $200, such total shall, notwithstanding the provi-
sfons of such sontence, be reduced to $200. Whenever a reduction is made under
this subsection, each benefit, oxcept the old-age insuranco benefit, shall be pro-
portionately decreased.”
8) In the case of an individual who became (without the application of section
0& (1)) entitled to old-age insurance benefits or died prior to the day following
the effective date, the provisions of scction 215 (f) (3) as in effect prior to the
enactment of this Act shall be applicable as though this Act had not been enacted.
(f) (1) The amendments made by the preceding subseetions, other than sub-
soction (b) aud paragraphs (1}, (2), (3), and (4) of subsection (¢}, shall (subject to
the provisions of mﬁraph (2) and notwithstanding the provisions of section
215 }f) (1) of the Social Security Act) apply in the caso of lump-sum death pay-
ments under section 202 of such Act with respect to deaths occurring after, and
in the case of monthly benefits under such section for months after, the effective

date,

(2) (A) The amendment made by subsecction (b) (2) shall be applicable only
in the case of monthly benefits and the lump-sum death payvment based on the
wages and self-employment income of an individual (i) who does not become
eligible for benefits under section 202 (a) of the Social Sceurity Aect until after
the effective date, or (i) who dies after such effective date and without becoming
eligible for benefits under such section 202 (a), or (iii) who is or has been entitled
to have his primary {nsurance amount recomputed under section 215 (f) (2) of the
Social Security Aect, as amended by subsection (¢) (2) of this sectfon, or under
subsection (o) (5) (fl) of this section, or (iv) with respect to whom not less than
&ix of the quarters elapsing after Juno 1953 are quarters of coverage (as defined
in such Act), or (vi) who files, after the effective date, an application for a dixability
determination which is accepted as an application for purposes of section 216 (f)
of such Act, or (vi) who dlies after the etfective date and whose survivors are (or
would, but for the provisions of section 215 (f) (7) of such Act, be) entitled to a
recomputation of his peimary insurance amount under section 215 (f) (4) (A) of
such Act, as amended by this Act, For purposes of the proceding sentence an
individual shall be decmed cligible for benefits under scetion 202 (a) of tho Social
Security Act for any month if he was, or would upon filing application therefor
fn such_month have been, entitled to such benefits for such month,

(B) In the case of any individual entitled to old-age insurance benefits under
section 202 (a) of the Social Security Act who was or, upon filing application
therefor, would have been entitled to such benefits for the month in which the
effective date occurs, to whom subpnragurh (A) is inapplicable, and with respect
to whom not less than six of the quarters elapsing after June 30, 1953, are quarters
of coverage, the Secretary of Health, Fducation, and Welfare afmll, notwithstand«
ing the provisions of section 216 (f) (1) of the Soctal Security Act, recompute the
primary insurance amount of such individual but only upon the fifing of an appli-
cation, after tho effective date, by him or, if he dies without filing such an applica-
tion, by any person entitled to monthly survivors benefits under section 202 of
sych Act on'the basis of such individual’s wages and self-employment income.
Such recomputation shall be made in the manner provided in section 218 of the
Social Security Act for computstion of such individual’s primary insurance
amount, except that the provisions of subsection (f) of such section (other than
saragngh 3) (Cgl themg ghall not be applicable for purposes of such computa-

fon, and except that his closing date, for purposes of subsection (b) of such section,
shall be determined as though he became entitled to old-age insurance benefits
in the month in which he filed such application for recomputation or, if he died
without filing such application, the month in which he died. Such recomputation
be effective for and after the month in which .the application therefor was
filed by such individual or if such ap?licnt.{on was flled by a person entitled to
month r survivors benefits under soction 202 of the Social Security Act on the
basis of such individual’s wages and self-employment income, for and after the
first month for which such person was entitled to such survivors benefits. No such
recomputation of an indlvidual's primary insurance amount shall be effective
unless it results in a higher primary insurance amount for him; nor ghall an,
such recomnputation of an individual's pritnary insuranoce amount be efoctive {f
such amount has previously been recomputed under this subsection,

(3) The amendments made by subsectiona (b) (1), () (1), and (o) (3) (B) shall

be applicable only iu the case of monthly benefitd.based on the wages and soif-
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omployment income of an individual who docs not becomo entitle to old-age
insurance benefits under section 202 (a) of the Social Sccurity Act until after
the effective date, or who dics after the effectivo date without becoming entitled
to such benofits, or who files an application afler tho effoctive date and is entitled
to a reccomputation under paragraph (2) or (4) of section 2156 (f) of the Soclal
Scourity Act, as amended by this Act, or who is entitled to a recomputation
under paragraph (2) (B) of this subsection, or who is entitled to a recompu-
tation undoer paragraph (5) of subsection ().

(4) The amendments made by rubscction () (2) shall bo applicable only
in tho case of applications for recomputation filed after 1954. Thoe amendment
magie by subsecction (e} (4) shall be applicable only in the case of deaths after

1954.

(6) The amendments made by subparagraph (A) of subscetion (¢) (3) shall
be applicablo only in the case of applications for recomputation filed, or deaths
occurring, after the offective dato.

(6) No inercase in any benefit by reason of the amendments made by this
soction (other than subscction (i)) or by reaon of subparagraph (B) of para-
graph (2) shall be regardod as & recomputation for purposes of section 215 (f)
of the Social Security Act.

(g) Effective with the beginning of the second month following the month
in which this Act is enacted, seetion 2 () (2) (B) of the Soclal Security Aot
Amendments of 1952 is amended to read as follows:

‘“(B) The rrovisions of subparagraph (A) shall cease to apply to the benefit
of any individual under titlo I1 of the Social Sccurity Act for any month
after the month following the month in which the Social Security Amend-
ments of 1054 are enacted.”

(1) ero—
(A; an individual was entitled (without the application of section 202 (j)
(1) of the Social Security Actg to an old-age insurance benefit under title Il of
such Act for the month in which the effective date occurs;

(B) onc or more other persons were entitled (without the application of
such section 202 (§) (1)) to monthly benefits under such title for such month
on the basis of the wages and sclf-employment income of such individual;

and

(C) the total of the benefits to which all persons are entitled under such
title on the basis of such individual's wages and self-cployment income for
any subsequent month for which he is entitled to an old-age insurance benefit
under such title, would (but for the provisions of this é)ozz‘rafmph) he reduced
by reason of the application of section 203 (a) of the ial Security Act, as
amended by this Act,

then the total of benefits referred to in clause (C) for such subsequent month shall
reduced to whichever of the following is the larger—

(D) the amount determined pursuant to seetion 203 (a) of the Social Secu-
rity Act, as amended by this Act; or

F) the amount determined pursuant to such section, as in effect prior to
the enactment of this Act, for the month in which the effective date occurs
plus the excess of (i) the amount of his old-age Insurance benefit for such
month computed as if the amendments made by the preceding subsections
of this section had been applicable in the case of auch benefit for such month
over (i) the amount of his old-age insurance benefit for such month, or

(F) the amount determined pursuant to section 2 ﬁd (1) of the Soclal
Security Act Amendinents of 1052 for the month in which the effective dato
occurs plus the excess of (i) the amount of his old-age insuranco benefit for
such month com]f)uted as if the amendments made by the L)recedlng subsec-
tions of this section had been applicable in the case of such benefit for such
month over (ii) the amount of his old-age insurance henefit for such month,

(2) Where—

(A) two or more persons were entitled (without the application of sec-
tion 202 (j) ;I) of the Social Security Act) {o monthly benefits under title 11
of such Act for the month in which the effective date occurs on the basis of
tho wages and scll-ecmployment income of a deceased individual; and

(B) tho total of the benefita to which all such persons are entitled on the
basis of such deceased individual’s wages and self-employment income for any
subsequent month would (but for tho provisions of {his paragraph) be reduced
by reason of tho application of the first sentence of section 203 (a) of the
Social Security Act, as amended by this Act,
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then, notwithstandin, any other provision In title II of the Bocial Security Act,
uch deceased individual’s average monthly wage shall for purposes o{ such

tion 203 (h), be whichever of the following is the large;
average monthl, wngo determined punu:nt to gection 218 of such

as amended by this Act; or
(b) is average monthly wage decermined under such section 215, as in
effect &rﬂor to the enactment of this Act, p
(i) (1) Section 202 of such Act fs amended by fnsertlng after subsection (1)
the following new subsection:

“Minimum Survivor's or Dependent’s Benefit

“(m) In any case {n which the benefit of an{ individual for any month under
this section (other than subeection (a)) is, prior to reduction under subsection
(k) (2%2 less than $30 and no other tnd:vid’unl is (without the application of sec«
tlon [YEO))] entmed w & benefit under this section for such month on the basis
the same wages and self-employment income, such benefit for such month shall,
prior to reduction under such subsection (k) (32‘ be increased to $30.”
(2) The first sentence of subsection (i) of such section 202 is amended b by insert-
ing , or an smount equal to $255, whichever is the smaller’” after “primary
insurance amount’.

AMENDMENTS Rmumo 10 DEDUCTIONS FROM BENEFITS

. 8gkc. 103, (8) (1) Section ; of the Bocial Security Act {s amended by
striking out amgraphs (1) and and inserting in leu thereof the following

new pa
"H i‘x)z which such individual is under the age of seventy-five and for which
month he s charged wlth any earnings under the provisions of subsection
(eb of this section; or”.
(2) Such aect.ion 203 ®) is amended by inserting after pamgnph (1) (inserted
by p&mfr g‘of this subsection) the following new }mmgra
(2) in which such mdlvldual is under the age of sev: enty-ﬁve and on seven
or more different calendar da; l}m of which he engnged in noncovered remu-
nerative wtlvity outslde the United States; or
(b) Sl) Section 203 (o) of such Act {s amended by striking out paragraphs m
and (2) and lnsortlng in leu Ghereor the lollowlng new paragra;

“(1) in whioh the lnd v dual, on the basis of whose wsses a.nd self-employ-
ment income such benefit was eé)ayable, is under the age of seventy-five and
for which month he ls charg th any earnings under the provislons of

subsection (e) of this section; or'",
{2) Such eect on 203 (c) is amended b¥ inserting after paragraph (1) (inserted
by L of this subsection) the following new paragraph:

“(2) ln which the individual referred to {n parsgraph (15’ fs under the age
of seventy-five and on seven or more different calendar days of which
engaged {n ci:onoot;:red {em\&nm%ge(afﬁguy gurlg?‘ the 3&0%&::30 "

ée e second sentence of section of such Act is amen tead as
follows: “;l‘he egargln o’{ earnings to any month shall be treated as an event
006 n such mon
3 The Pneadlng of aectlg‘xlx 203 (e) of such Act {s amended to read “Months
Earnings A
lg phs (1) and (2) of such seotlon 203 (e) are amended to read as

“(l) 1t an lndividual'l eamlnﬁf for a {axable year of twelve months are
not more than & no month in such year shall be charged with any
earnings. If an lndlv!dud’a earn for a taxable ear of lesa than twelve
months are not more than the product of one-tw th of 81,000 times the
number of months {n such year, no month in such year nball be charged with

S {v)) l}na‘z: lndlvldual’a earn fora tuable elr of twelve monthn are in
excess of $1,000, the amount of his earnl nga n excess of $1,000 shall be
charged to mnﬁnuoows. first $80 of suchuce-uh be charg
to the last month of such taxa le year, and the balance, if any, of such excess
shallbe ¢ at the rate of §80 per month to each precedtng month in such
year to zhlo such charging s not prohibited by the last sentence of this
“rr;};rap until all of such balance has been applied. If an individual’s

n? for a taxable year of less than twelve mpnths are more than the
produot of one-twelfth of 81,000 times the number of months in suck: year,

! /

7

i
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the amount of such earnings in excess of such product shall be charged
to months as follows: The first $80 of such exceas shall be charged to the
last month of such taxable year, and the balance, if any, shall be charged
at the rate of $80 per month to each preceding month in such year to which
such charging is not prohibited by the last acntence of this paragraph, untfl
all of such balance has been applied. Notwithstanding the preceding fro-
visions of this paragraph, no part of the cxcess referred to in such provisions
shall be charged to any month (A) for which the individual whose earnings
are involved was not entitled to a benefit under this title, (B) in which an
event described in paragraph (2), (3), (4), or (8) of subsection (b), or in
subsection (m), occurred, ( z.ln which such individual was age soventy-five
or over, or (D) in which such individual did not engage in self-employment
and did not render services for wages (determined as provided in paragraph
(4) of this subscetion) of more than $80.”

(3) Paragraph (3) (B) of such section 203 (o) is amended to read as follows:

“(B) For Xur seg of clause (D) of paragraph (2)—

“(i) An individual will be presumed, with respect to any month, to have
been engaged in self-cmpioyment in such month until it {s shown to the satis-
faction of the Secretary 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 fn computing (as provided in paragraph (4) of this
subsection) his net carnings or net loss from self-employment for any taxable
{ear. The Secrctary shall by regulations cfmcribe the methods and criteria
or determinining whether or not an individual has rendercd substantial
services with respect to any trade or business.

“(ii) An individual will be presumed, with respect to any month, to have
rendered scrvices for wages (determined as provided in paragmrb (4) of
this subsection) of more than $80 until it Is shown to the satisfaction of the
Secrctary that such individual did not render such services in such month

* for more than such amount.”
§4) Such section 203 (e) Is further amended by adding at the end thereof the
following new paragraphs:

“%4) (A) Anindividual’s earnings for a tarable year shall be (I) the sum of
his wages for services rendered in such year and net earnings from self-
emgloyment for such year, minus ({i) any net loss from self-employment for
such year.

"(lg In determining an Individual’s net earnings from self-employment
angd his net losa from self-employment for purposes of subparagraph (A) of
this p! aph_and subparagraph (B) of par ra;l)h 3), the provisions of
sootion 211, other than paragraphs (1) and e&:g of subscction (o), shall be
applicable; and any excess of income over deductions resulting from such a
computation shall be his net earnings from self-employment and any excess
of deductions over income 80 resulting shall he his net loss from self-employ-

ment.

(C) For purposes of this subsection, an individual's wages shall be com-
puted without' regard to the limitations as to amounts of remuneration
epecified in subseotions (a), (b) (2), (g‘) (3), (h) (3), and (j) of section 209;
and in making such computation services which do not constitute employ-
ment as defined in section 210, %e:lonned within the United States by the
individual as an employee, shall be doemed to be employment aa 8o defined
if the remuneration for such services is not includible in computing his net
earnings or net losa from self-employment.

“(8) For pur of this subsection, wages (determined as provided in
paragraph S (8; which, according to reports received by the Secretary, are
paid to an individual during a taxable year shall be presumed to have been
})aid to him for services performed in such year until it is shown to the satise .
'actlon of the Secretary that they were paid for services performed in another
taxable year. If such reports with respect to an individual show his wages
for a calendar fyem-. such individual’s taxable year shall be presumed to bo a
calendar year for purposes of this subsection until it is shown to the satlaface
tion of the Secretary that his taxable year is not a calendar year.”

(e) Boction 203 (f) of such Act is amoended to read as follows: [

“Penalty for Fallure To Report Cortain Events

“(f) Any iIndividual in ronel&t of benefits subject to deduction under sub-
sootlon (b), (¢), or (m) or who is In recoipt of such benefits on behalf of another
individual), because of the occurrence of an event specificu therein (other than an
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event specified in subsection (b) (1) or (¢6) (1)), who fails to report such occurrence
to the Secretary prior to the recelp! and accoptance of an insurance benefi. for the
second month following the month in which such event ocourred, shall suffer an
additional deduction equal to that imposed under subscction (f)), (c), or (m),
exoept that the first additional deduction imposed by this subseciion in the case
of any individual shall not exceod an amount equal to onoe month’s benefit even
though the failure to report is with respect to more than one month.”

(1) The heading of section 203 (g) of such Act is amended to read ““Report

of Earnings to Secretary’.

(2) The frst sentence of paragraph (1) of section 203 (g) of such Act is amended
to read as follows: “If an individual is entitled to any monthly insurance benefit
under section 202 during any taxable year in which he has earnings or wages, as
computed pursuant to paragraph (4) of subsection (e), in exceas ol the product of
one-twelfth of $1,000 times the number of months in such year, such individual
(or the {ndividual who is in receipt of such benefit on his behalf) shall make a
report to the Secretary of his earnings (or wages) for such taxable year.”

3 Paugnrh (2) of such section 203 (g) is amended to read as follows:

“@2) If an individual fails to make a report required under paragraph (1),
within the time prescribed therein, for any taxable year and any deduction is
im] under su tion (b) (1) by reason of his earnings for such year, he shall
suffer additional deductions as follows: . .

“(A) if such failure is the first one with respect to which an additional
deduction {8 fm under this paragraph, such additional deduction shall
be equal to his benefit or benefits for the last month of such year for which
he was entitled to a benefit under section 202;

'"(B) if such failure is the second one for which an additional deduction is
imposed under this paragraph, such additional deduction shall be equal to
two times his benefit or benefits for the last month of such year for which he
was entitled to a benefit under sectlion 202;

“(C) if such fallure is the third or a subsequent one for which an additional
deduction is imposed under this paragraph, such additional deduction shall
be eq;‘ul to three times his benefit or benefits for the last month of such year
for which he was entitled to a benefit under section 202;

except that the number of the additional deductions required by this paragraph
with respect to a failure to report earnings for a taxable year shall not exceed the
number of months in such year for which such individual received and accepted
insurance benefits under section 202 and for which deduetions are imposed under
subsection (b) (1) by reason of his earnings. In determining whether a failure
to report earninrfs in the first or a subsequent failure for any individual, all taxable
years ending prior to the imposition of the first additional deduction under this
pa Pph, other than the latest one of such years, shall be disreiard ,*?

(4 raph (3) of such section 203 (g) is amended by striking out “‘subsec-
tion (b) (2)" each time it appears and Inserting in lieu thereof “subsection (b)
(1)’’; by striking out “net earnings from sel!-emplog‘ment" each time it appears
and Inserting in lieu thereof “‘earnings'’; b;r striking out ‘‘such net earnings”
and inserting in lieu thereof ‘'such earnings’; and by adding at the end of such
paragraph the following new sentence: “If, after the close of a taxable year of
an individual entitled to benefits under section 202 for such year, the Secretary
requeats such individual to furnish a report of his earnings (as computed pursuant
to pa ph (4) of subsection (e)) for such taxable year or any other informa-
tion wit| ot to such earnings which the Beoretary m:g' sree , and the indi-
vidual falls to comply with such request, such failure shall in {tself constitute
justification for a determination that such individual's benefits are subject to
deductions under subsection (b) (1) for each month in such taxable year (or only
gor auell: mongu thereof as the Secretary may speoify) by reason of his earnings
. for such year.

(8) Seztlon 203 of such Act is amended by adding at the end thereof the follow-
ing new subseotion:

Noncovered Remunerative Activity Outside the United Statea

“(k),An individual shall be conaidered to be engaged in noncovered remunera-
tive activity outside the United States if he performs segvices outside the United
States as an employee and such services do not constitute employment as defined
in section 210, or if he carrles on a trade or business outside the United States
{other than the performance of service as an emplovee) the net income or loss
of which (1) is not inecludible in computing his net earnings from self-employment
for a taxable year and (2) would not be excluded from net earnings from self-

!
!

]

‘ /



80CIAL SECURITY AMENDMENTS OF 1954 19

employment, if carried on in the United States, by any of tho numbered paragraphs
of section 21t (a). When used in the preceding sentence with respect to a trade
or business (other than the performance of service as an employee), the term
‘United States’ does not include Puerto Rico or the Virgin Islands 10 the case of
an alien who {8 not a resident of the United States (including Puerto Rico and the
Vivgin Islande); and vhe term ‘trade or business’ shall have the same meaning
as when used in section 23 of the Internal Revenue Cogg.” /

h) Section 203 of such Act is further amended by adding after subsection (k)
(added by subsection (g) of this section) the following new subsection: .

“Good Cause for Failure To Make Reports Required

“(1) The failure of an individual to make any report rﬁuired by subsectior ()
or (ﬁ) withir the time prescribed therein shall not be regarded as such a failure if it
is shown to the satisfaction of the Secretary that he had good cause for failing to
make such report within such time. The determmination of what constitutes good
cﬂie fg; putrgose;g of this subsection shall be inade in accordance with regulations
of the Secretary,

@ (1) Secugn 203 of such Act is further amended by adding after subsection
(1) (added by subsection (h) of this section) the following new subsection:

“Deductions From Benefits of Dependents’ and Survivors’' Residing Abroad

“(m) (1) Deductions shall be made from ana' benefits to which a dependent or
survivor is entitled under subsection (b), (¢), (d), (e), (N, ({), or (h} of section 202
on the basis of the wages and self-employment income of an insured individual
until the total of such deductions equals such dependent’s or survivor's benefit or
benefits under such subsection for any month during no part of which he is a
resident of the United States unless—

“(A) such dependent or survivor resided In the United States for three

rears during the five years immediately preceding the first month for which

e was elig ble for such henefits or any other monthly bencfits under such
lse::’l'loix& 2(} based on the wages and self-employment income of such fnsured
ndividual; or

“(B) such insured individual would be a currently insured individual at
the time he became eligible for or entitled to old-age insurance benefits or
primary insurance bencfits or, if he died without becoming so eligible or
entitled, at the time of his deadl, even if no wages were counted for such pur-
pose except his wages (If :e?f") for service referred to in clause (B) of so much
of section 210 (a) as precedes paragraph (1) and his wages (if any) deemed

paid gursuant to subsection (J or (e) of section 217; or

“(C) 1o the case of a child entitled to child's insurance benefits, such child

first became eligible for such benefits (on the basis of the wages and self-
employment income of such insured individual) prior to the month in which
he attained the age of three and such child was born in the United States.

“(2) For purposes of paragraph (1)—

“§A) an individual shall be deemed eligible for benefits under any sub-
section of section 202 for any month if he was, or would have been upon
ﬂllngt 1,‘applicatiou therefor in such month, entitled to such benefits for such
month;

. "(B)’ & dependent is a wife, husband, or child of an {ndividual entitled to

old- 8e insurance benefits; and

“(C) asurvivorisa wid’ow, widower, child, former wife divoreed, or parent.
éof & dececased individual) entitled to monthly benefits under subsection (d),
@), (1), (8), or (h) of section 202."

(2) The first sentence of section 203 (d) of such Act is amended by striking
out “(b) and (0)"’ and inserting in lieu thereof ‘‘(b), (c), and (m)".

(3) Bection 214 (b) of such Act is amended by striking out ‘‘or'’ before clause (3)

and by inserting immediately before the period at the end thereof: *, or (4) for
* purposes of section 203 (m) only, the first ?luarwr in which he was, or would have

n upon filing application therefor in such quarter, entitled to old-age insurance
benefits or primary fnsurance benefits’.

(4) Subsections (a) (1) and (e) (1) of section 217 of such Act are each amended
bl); adding at the end thereof the following new sentence: ‘“The grovtsiom of
clause nf shall also not npg(l{v for purposes of section 203 (m) (1) (B).”

'he amendments made by this subsection shall be applicable in the case

of any individual who (A) is entitled to benefits under any subsection of section
202 of the Social Securlty Act (other than subsection (a) thereof), on the basis of
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the wages and self-employment income of an insured individual, after the month
in which this Act is enacted, and (B) was not, and would not have been upon
filing application therefor in such month, entitlod (without the application of sub-
section (J) (1) of such section 202) to benofits under the same or any other sub-
section of such section 202 on the basis of such insured individual’s wages and
self-c;rt:\ployment fncome for the month in which this Act is enactea or any prior
month,

() (1) The amendments mae by subsection (f) and by paragraph (1) of sub-
section (8) of this section shall be applicable in the case of monthly benefits under
title I of the Social Security Act for months in any taxable year (of the incividual
entitled to such benefits) beginning after December 1954, Tho amendments
made by paragraph (1) of subsection (b) of this section shall be applicable in the
case of monthly benefits under such title II for months in any taxable year (of the
individual on the basis of whose wages and sclf-employment income such benefits
are payable) beginning after Decetnber 1954, The amendments made by sub-
sections (0) ana %)l and by paragraph (2) of subsection s:;) and paragraph (2) of
subsection (b), s it be applicable in the case of monthly benefits under such
title I for months after Decomber 1954, The remaining amendmems made by
this section (other than subsection (h) and &i)) shall be applicable, insofar as they
are related to the monthly benefits of an individual which are based on his wages
an1 self-employment income, in the case of monthly benefits under such title Il
for months in any taxable year (of such individual) beginning after December
1954 and, insofar as they are related to the monthly benefits of an indivitual which
are basod on the wages and self-employment income of someono else, in the case
of monthly benefits under such title 1I for months in any taxable ycar (of the in-
dividusl on whose wages and self-employment income such benefits are based)
beginning after December 1054,

2) No deduction shall be imposed on or after the date of the enactment of
this Act under subsection (f) or (g) of section 203 of the Soclal Security Act, as
in effect prior to such date, on account of fallure to filc a report of an event de-
scribed in subsection (b (ls, (b) (2), or (c) 31) of such section (as in effeet prior to
such date); and no such deduction imgose prior to such date shall he collected
aftes such date. In determining whether, under section 203 (g) (2, of the Social
Security Act, as amended by this Act, a failuro to file & report is a first or subse-

uent failure, any failure with respect to a taxable ycar which began prior to
anuary 1955 shall be disregarded.

INcrEASE IN EARNINGS COUNTED

8ec, 104, () Subsectlon (a) of section 209 of the Soclal Security Act s amended
to road as follows:

(a) (1) That part of romuneration which, after remuneration (other thau
remuneration referred to in the succoeding subsections of this section) equal to
83,600 with respect to employment has been psid to an individual during any
calendar Kear prior to 1955, is paid to such individual during such calendar year;

“(2) That part of remuncration which, after romuneration (other than remu-
neration referred to in tho succeeding subsoctions of this section) equal to $4,200
with respect to employment has beoon pald to an individual during any calendar
yoar after 1054, is i)aid to such individusl during such calendar year;".

(b) P?rl?gnph (1) of subsectlon (b) of section 211 of such Act is amonded to

as follows: !
"(l)o"l‘hat part of the net earnings from self-employment which Is in

coss
‘'(A) For any taxable year ending prior to 1955, (i) $3,600, minus
(1) the amount of the wages paid to such individual during the taxable

ear: and .
y “(b) For any taxable year ending after 1054, (i) $4,200, minus (if)
thg amount of the wages pald to such individual durlng the taxable year;

or'’,
(o) Clauses (1i) and (iif) of section 213 (a) (2) (B) of such Act sre amended to
read as follows—
‘“(ii) it the wngcs pafd to any individual in’'any calendar year
esual $3,600 in the case of a calendar year after 1950 and before
1985, or $4,200 in the case of a calendar year after 1984, each
quarter of such year shsll (subjoct to clause (i)) be a quarter of
coverage.

.
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“(ith if an individual has self-employment {ncome for a taxable
yeal, and if the sum of such income and the wages paid to him during
such year equals $3,600 in the case of a taxable year beginning after
1950 and ending before 1955, or $4,200 in the case of a taxable
year ending after 1054, each quarter any part of which falls in such
year shall (subject to olause ?i) be a quarter of coverage;'.

(d) Paragraph (1) of section 215 (e) of such Act is amended to read as follows:

“(1) in computing an individual’s average morthly wage there shall not

be counted the excess over $3,600 in the case of any calendar year after 1950

and before 1955, and the excess over $4,200 in the case of any calendar year

after 1954, of (A) the wages pald to him in such year, plus (B) the self-

emJ),l,oyment income credited to such year (as determined under section 212);
and”.

RETROACTIVE APPLICATIONS FOR BENEFITS

Sec. 105, a? Section 202 (*) (1) of the Soclal Security Act is amended by
striking out “‘sixth" and inserting in lieu thereof ‘“twelfth’’,

h) %‘he amendment made by subsection (a) shall ho spylicable only in the
case of applications for monthly benefits under section 202 of the Social Security
Act filed after the month followlng the month in which this Act js enacted; except
that no individual shall, by reason of such amendment, be entitled to any benegt
for any month prior to the fifth month before the month in which this Act is

enacted.

PREBERVATION OF INSURANCE RigHTs oF INDIVIDUAIS WiTH EXTENDED ToTAL
DisaBiLity

Sre. 108. (a) (1) Section 213 (a) (2) (A) of the Soclal Security Act is amended
to read as follows:

““(A) The term ‘quarter of coverage’ means, in the case of any quarter occuring
prior to 1051, a quarter in which the individual has been paid $50 or more in
wages, except that no quarter an{ part of which was included in a period of
disability (as defined in section 218 (i)}, other than the Initial quarter of such

riod, shall be a quarter of coverage. In the case of any individual who has

en pald, in a calendar year prior to 1951, $3,000 or more in wages, each quarter
of such year following his first quarter of coverage shall be deemed a quarter of
coverage, excepting any quarter in such year in which such individual died or
became entitled to a primary insurance benefit and any quarter succeeding such
quarter in which he died or became 8o entitled, and excepting any quarter any
p?n o}i‘I “'h'fhd'}',“ included in a period of disability, other than the initial quarter
of such perlod.

2 Sepcetlon 213 (a) (2) (B) (i) of such Act is amended to read as follows:

“(f) no quarter after the quarter in which such individual dled shall be a
quarter of coverage, and no quarter any part of which was included in a period
of dizability (other than the initial quarter and the last quarter of such per-
fod) shall be a quarter of coverage;'.

(b) (1) Section 214 (13 (2) of the Social Sccurity Act is amended by striking
out subpsragufh {B) and inserting in lieu thereof the following: .

‘(B) forty quarters of coverage,
not counting &s an elapsed quarter for purposes of subparagraph (A) any quarter
any part of which was included in a period of dizability (as defined in section 216
(i)) unless such quarter was a quarter of coverage.”

(2) Bection 214 (b) of such Act is amended by atr[king out the period and insert-
ing in licu thereof: ', not counting as part of such thirteen-quarter period any
quarter any part of which was included in a period of disability unless such quarter
was 8 quarter of eoverage.”

(cz (1) Section 215 (b) of the Social Security Act (as amended by section 102
(b} (1) of this Act) is amended by Inserting after ‘‘quarter of coverage" the follow-
ing: “and any month in any quarter any part of which was included in a period of
dlaabillt};' (as defined in section 218 (1)) unless such quarter was a quarter of
coverage”,

(2) gectlon 215 (d) of such Act is amended by adding at the end thercof the
lol]ow!nf new paragraph:

“(6) In the case of any individual to whom paragraph SB (2), or (4) of this
subsection is applicable, his primary insurance benefit s 1 'be computed as
provided therein oxcept that, for purposes of paragraphs (1) and (2) and sub-

mgraé:h (C) of paragraph w. any quarter prior to 1951 any part of which waa
neluded in a period of disability shall be excluded from the elapsed quarters

400580 4B
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.

unlees it was a wrm’ of coverage, and any” wages pald in any such quarter
shall not be counted.”

(8) Section 215 (e)"of suoch Aot (as amended by section 102 (o) (1) of this Act)
is amended by adding after para é’h (3) the following new paragraph:

"(4& in computing an individual’s average monthly wage, there shall not
be taken into account (A) any wages paid such individual in any quarter
any part of which was included in & potiod of disability unleas such quartee
was a quarter of coverage, or (B? any self-employment income of such
'm;llﬁuu"for any taxable year all of which was included in a period of

ty. . .
(d) Section 216 of the Soclal Security Act is amended by adding after sub-
section (h) the following new subscction: .

“Disability; Perlod of Qi&abﬂity

“#{) (1) The term ‘disability’ means (A) inability to cngage in any substantial
inful aotivity by reason of any medically determinable physical or mental
msairment which can be expected to result in death or to be of long-continued
and indefinite duration, or (B) blindnees; and the term ‘blindness’ means central
visual acuity of 5{200 or less in the better eye with the use of a correcting lens.
An eye in which the visual field is reduced to five degroes or less concentrio con-
Sractlon shall be considered for the purpose of this. paragraph as having a centr~l
visual acuity of 5/200 or less. An individual shall not bo considered to be under
a disability unless he furnishes such proof of the existenco thercof as may be
required. Nothing in this title shall construed as authorizing the Secretary
or any other ‘officer or emrloyoe of the United States to interfere in any way
with the practice of medicine or with relationshipa between practitionors of
medioine and their patients, or to exercise any supervisfon or control over tho
administration or operation of andr hospital. .

- 4(2) Tho term ‘period of disability’ means a continuous period of not less than
six full’calendar months (beginning and ending as hercinafter provided in this.
subsection) during which an individual was under a disability (as defined in para-
grsﬁh (1)). - No such period shall begin as to any individual unleas such {ndividual,
while under a disability, files an application for a disability determination with

¢ to such period; and no such period shall begin as to any individual after
such individual attains retirement age. Except as provided in paragraph (4), a
of disability shall beﬁln—- .
d“; (A) if the individual satisfies the requirements .of paragraph (3) on such
B * 4 ({) ‘on the day the disability began, or .
“(ii) on the first day of the one-xuear riod which ends with tho day
before the day on which the individual files such application, .
whichevef oceurs later; . .
‘(B) if such individual does not satisfy the requirements of ragragh
3) on the da‘\; referred to in aubpsra%r?h (A), then on the first day of.tho
. first quarter thereafter in which he satis es.suefl requirements.

A period of disability shall end with tho close of the last day of the first month
in ‘which either the dhgbllity coascs or the individual attains retirement age.
No application for g disabllity determination which is filed more than three months
before the firat day on which'a period of disability can begin (as determined under
this paragraph) shall be Acoepted as an arpllmtlon for purposes of this paragraph,
and no such application which is filed prior to January 1, 1953, shall be accepted.
(8) The reﬁreménu referred to in olauses gA) and (B) of paragraphs (2)
u;tdl(o : satlsfied by an individual with respect to any quaiter only if he had

pot less ‘ C s ) -

) “&tm quarters of eoverafe (as defined in section 218 &a) (2)) during

_ the n-quarter period which ends with such quarter; an

e "(B& twenty qua of coverage during the forty-quarter perfod which

"' I'ends with such quatter, ‘ Cor ‘
7ot counting as part of the thirteen-quarter perlod specified in olause (A), or the
forty-quarter period specified in clause (B), any quarter any part of which was
fticluded In & prior period of disabflity unless such quarter was A quarter of

coye . .
“ Y‘(iﬁf an Individusl files an tmleallo'n for & disability determination after
‘ and before Jl;:r 7, with respect to &' disability whish began
filed, then’ th e Y oot o7 sty 1 suah aBiv el does
-theén the nn or the sueh individual does
ok die-prior to Tuly 1, 1058, ahal) becs 0, 4 e o O
’



SOCIAL SECURITY AMENDMENTS OF 1054 23

“(A) the day such disability began, but only if he satisfles the require-
ments of paugraph (8) on such day; .

#(B) if he does not satisfy such roquirements on such day, the first day
of the first quarter thereafter in which he satisfies such requirements.”

(¢) (1) Tho first sentence of section 217 (a) (1) of the Soclal Security Act is
amended by inserting ‘‘and for purposes of section 216 (1) (3),” after ''World
War II veteran,”.

(2) The first sentonce of section 217 (o} (1) of such Act is amonded by inserting
“:nd"lor purposcs of section 218 (i) (3)," after ‘' veteran (as defined in paragraph

5) Such section 217 (a) (1) andstich seetion 21%-(e) (1) of such Act are each
amended by inserting ** oﬁ,l .purposes of scction 216 (i) {3)” inmediately before
:2? pﬁri())d at the en o}c o last sentonce thereof (added byte\ction 103 () (4) of

s Act).

(D Sectlon 5 (kY'ot the Railroad Retjrement Act of 1937,"as amended, i3
amended by striking out ‘‘and for the purposed of section 203 of that Act” and
inscrting In lleusthereof “and forth pur;&(;see of settions 203 and 216 (i) (3) of
that Act”. - -

Title IF of the Soclal Beourity{ Act is‘emended by adding after s¢ction 210
the following new soctions: S N \
i ‘

et o, ,
"msn}nurv PROVISIONS mu-r’u;cmml.n t}‘annsru RIGHTS IMPAIRED

«8go, 270, Nono of the ‘provisiods'of thls title Mlasing to periods of ditability
shall arpl in any cgse-in which ¢ }k application ulﬁ result {n the denial of
month ofits or a'lumpeaym deat ‘ppymeug whioh 'would otherwiso be payable
undor thisjtitle; nor shall the 1y in thy magf(nny monthly bonefit or lump-
sum deat| ;luyment der thistt le if such beni ;or payment would bo greator
without their application. AR )~ ;

\_DISABILITY DETERMINATIONS , ,
“8ro. 221.%,(a) In the case of any individual, the determipation of v{flether or
not he is under a disability (as defined in section 216 (i) ‘and of th¢ day such
disability began, and the deé,erminatlon the da on which sugh disability
ceases, shall, exdopt as provided 5” subsection (g),-be ' made by a State agenocy
ursuant to an agreement entered Into under subsection (b). Except as provided
ang (d), any such determination shall be the determination of

the Becretary for pu of ¢this title. ,

“(b) The Beoretary shallenter into an agreement with easl Btato which is willing
to make such an agreement %hde: which the State agenoy or agencies administering
the State plan approved under the-Vocatioual Rehablilitation Act, or mf' other
appropriate Stato Afenc or aienciea, or both, will make the determinations re-
ferred to in subsection I;) th respect to all individuals in such State, or with
respect to such class or classcs of individuals in the State as may bo designated in
the agreoment at the Btate’s request. .

“(0) The Scoretary may on his own motion review a determination, made by a
State leene{ rumuunz to an ment under this scotion, that an individual s
under a disability and, as a result of such review, may determine that such indiv’d-
ual is not under a disability or that such disabﬂhy hegan on a day later than that
determined by such agenoy, or that such disability ceased on a day earlier than that
determined by such agencg;‘

“(d) Any Individual dissatisfied with any detcrmination under subsection (a),
(o), or (g) shall be entitled to a hearing thereon by the Secretary to the same
extent as {3 provided In seotfon 205 (b) with respect to deelsions of the Socretary,
and to judiolal raview of the Socretary’s finat decision alter suoh hearing as is pro-
vided in acotion 205 (g).

"ioLeEach State which has an ment with the Secretary under this section
shal entitled to receivo from the Trust Fund, in advance or by way of reim-
bursemerit, as may be mutually upon, the cost to the State of carrying
out the agreement under this sectlon. The Sccretary shall from time to time
ocertify such amount as is necessary for this purpoeo to the Managh;% Trustee
reduced or increased, as the caso may be, by any sum (for whic 6‘iustmené
bereunder has not previously boen made) by which the amount certified for any

rior period was greater or less than tho amount which should have been pald to
ho State under this subsoction for such petiod; and the Managing Tyustee, prior
to audit or settlement by the General Accounting Office, shall make payment

. ! N
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from the Trust Fund at the time or times fixed by the Secrstary, in accordance
with such certification,

““(f) All money paid to a State under this section shall be used solely for the
purposes for which it is paid; and any money g0 paid which is not used for such
{urms shall be returned to the Treasury of the United States for deposit in

he st Fund.

(g) In the case of individuals in & State which has no agreement under sub-
section (b), in the case of individuals outside the United States, and in the case
of any class or classes of individuals not included in an ameent under subsection
(b), the determinations referred to in subsection (a) shall be made by the Sccretary
in accordance with regulations prescribed by him.

‘“REFERRAL FOR REHABILITATION SERVICES

““8ec. 222. It is hereby declared to be the policy of the Congress in enacting

the preceding section that disabled individuals applying for a determination of
disability shall be promptly referred to the State agenoy or agenoies administerin
or supervising the administration of the State plan approved under the Vocationa)
Rehabllitation Act for necessarv vocational rehabilitation services, to the end that
thgi x;xtax'i,mum number of disabled individuals mav be restored to productive
activity.
{h) glotwithstanding the provisions of section 215 () (1) of the Social Securitv
Act, the amendments made by subsections (a), (b), (¢), (d), (e}, and (f) of this
section shall a’pply with respect to monthly benefits under title I1 of the Social
Seourity Aot for months after June 1855, and with respect to lump-sum death
payments under such titlo in the case of deaths oceurring after June 1955; but no
recomputation of benefits by reason of such amendments shall be regarded as a
recomputation for purposes of section 215 (f) of the Soclal Security Act.

DeLETION 0F EARNINGS DURING UNLAWFUL RESIDENCE IN THE UNITED STATES

8ec. 107. (a) Section 205 of the Social Security Act isamended by redesignating
subseotéo‘n gn) as subsection (m) and inserting after such subsection the following
new subsection:

“(n) S} Notwithstanding the provisions of subsection (c), wages for service

rformed by sn individual during apy period that he is unlawfully in the United

tates, and self-employment income derived by him during such period, shall be
deleted from the Secretary’s records for such individual and shall not be counted
for purposes of determining entitlement to or the amount of any benefits or lump-
sum death payments under section 202.

“(2) Upon application for benefits or a lump-sum death payment on the basis

of the wages and self-employment income of any individual the Secretary shall
make a decision without regard to Jmmgmph {1) unless he has been notified by
the Attorney General that such individual was unlawfully in the United States
during any period of time. If the Attorney General has made or makes a deter-
mination that there was such a period, he shall notify the Secretary thereof, and
the Secretary shall certify no further benefits for payment or shall recompute the
amount of any further benefits payable on the basis of such individual’s wages and
self-employment_income, as may be required by para‘gimph (1). Any payment
certified by the Becretary on the basis ot the wages and self-employment income
of tuch individual prior to receipt of such notice shall not be deemed by reason of
this subsection to be an erroneous payment.” -
. {b) The amendment made by subsection é:.), shall be applicable in the case of
monthly benefits under title II of the S8ocial Seourity Act for months after, and in
the case of lump-sum death Puymenta with respect to deaths ocourring after, the
month following the month in which this Act is enacted.

TERMINATION OoF BeNErmITSs UPON bEPOBTA'I‘lON’
)

Blr:‘c.\ 108. (a) Section 202 of the Social Security Act is ameuded by adding at
the end thereof the followl_ng new subsection: .

“Termination of Benefits Upon Deportation of Primary Beneficiary

‘*(m) (1) Notwithstanding any other provision of this title, no monthly bene-
fits under this section shall be pald on the basis of the wuim and self-employment
income of any individual for an; month after such individual has been deported
under paragraph (1), (2), (4), (8), (8), (7), (10), (11), §l2), (14), (18), (18), 17,
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or (18) of section 241 (a) of the Immigration and Nationality Act, and no lump-
sum death payment shall be made on the baais of such wages and self-employment
income in case of death in or after such month,

(2) Upon application for benefits or a lump-sum death payment on the basis
of the wages and srlf-employment income of any individual, the Secretary shall
make a decision without regard to éraragraph (1) unless he has been notified by
the Attornev Generel that such individual has been deported under one of the

aragraphs of section 241 (a) of the Immigration and Nationality Act emunerated
n g&ragraph (1) of this subsection, If such individual has been or is deported
under anv such paragraph, the Attorney General shall so notify the Secretary,
and the Secretary shall certify no further benefits for payment on the basis of such
indi- idual's wages and self-employment income. Any payment cortified by the
Secretary on the basis of the wages and self-employment income of such individual,
g;lor to receipt of such notice, shall not be deemed by reason of this subsection to

an erroneous pavment,”

(b) The amendment made by subsection (a) shall be applicable fn the case of
monthly benefita under title II of the S8ocial Security Act for months after, and in
the case of lump-sum death Kayments with respect to deaths occurring after,
the month following the month fn which this Act is enacted.

INSURED StATUS

Sec. 109, (8) Section 214 (a) of the Social Security Act is amended by redesig-
nating paragraph (3) as paragraph (4) and inserting after paragraph (2) the follow-
ing new paragraph:

*(8) In the case of any individual who did not die prior to January 1, 1955,
the term ‘fully insured indjvidual’ means any individual who meets the require-
ments of paragrafh (2) and, in addition, any individual with respect to whom all
of the quarters elapsing after 1954 and prior to (i) July 1, 1956, or (ii) if later,
the quarter {n which he attained retirement age or died, whichever first occurred,
are quarters of eoveraﬁe." .

(b) Subparagraph (B) of section 213 (al) (2) of such Act is amended by ingertin
**(except wages for agricultural labor)’ after *‘$50 or more in wages'’ in that par
of suc subpara?rap which precedes clause (i), and by striking out clause (iv)
and inserting in Jieu thereof the following:

“(iv) if anindividual is paid wages for agricultural labor in a calendar year,
then, subject to clause (i), (8) the last two auarters of such year which can be
but are not otherwise quarters of coverage shall be quarters of coverage if
such wages are leas than $300; (b) the last three quarters of such year which
can be but are not otherwise quarters of coverage shall be quarters of coverage
if such wages equal or exceed $300 but are less than $400; and (c) each quarter
of such year which is not otherwise a quarter of coverage shall be a quarter of
coverage if such wages are $400 or more; and .

““(v) no quartershall bo counted as a quarter of coverage prior to the begin-
ning of such quarter.

If, in the case of any individual who has attained retirement age or died and who
has been paid wages for agricultural labor in a calendar year, the requirements for
insured status in subsection (a) or (b) of section 214, the requirements for entitle-
ment to & computation or recomputation of his primary insurance amount, or the
requirements of paragreph (3) of section 216 (Iyare not met after assignment of
quarters of coverage to quarters in such year as provided in clause (iv) of the
preceding sentence, but would be met if such quarters of coverage were assigned to
different quarters In such vear, then such quarters of eoverage shall instead be
assigned, for purposes only of determining compliance with such requirements, to
such different quarters.”

BENEFITS IN CERTAIN CAsEs oF DEATHS BEFORE SEPTEMBER 1050

Skc. 110. (a) In the case of any individual—
(1) who died prior to September 1, 1050, and was not a fully fnsured
individua! (under title I of the Bocial kecurft,v Act), when he died, and

2) who had not less than six quarters of coverage (as defined in such title),
such individual shall, except for purpores of determining entitiement cf a former
wife divorced to benefits under section 202 (g) of the Social Seourity Act, bo deemed
to have died a fully insured individual. Such individual’s primary insurance
amount shall be computed under subsection (a) (2) of section 215 of such Act,
except that, for the purpose of such computation, the provisions of panim h
(4) of subsection (d) of such section (in lieu of the provisions of paragrap! é)
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of such subsection) shall be applicable, and except that his closing date shall be
the first day of the quarter in which he died.  In the case of any such individual,
the requirement in subsection (h) of section 202 of such Act that proof of support
bo filed within two years of the date of his death shall not apply if such proof is
filed within two years after the first month following the month in which this Act
is enacted.

(b) The provisions of subsection (a) shall be :u)plivablo only in the ease of
mont.hl{ benofita under section 202 of the Social Seourity Act for months after
the first month following the month in which this Act iv enacted, on the basis
of applications filed after such month in which this Act is enacted. .

EuMINATION OF REQUIREMENT oF FuuiNa AvruicATION IN CERTAIN Casks

Sxc. 111, (a) Section 202 (e) (1) (C) of the Social Sccurity Act is amended to
read as follows:

40 (1) has filed application for widow’s insurancoe benefits or was en-
titled, after attainment of retiroment age, to wifo's insurance benefits, on the
basia of the wages and sell-emplo‘wnent incomo of such individual, for the
month preceding the month in which he died, or

1(11) was entitled, on the basis of such wages and self-cmployment income,
to mother’s insurance benefits for the month preceding the month in which
she attained rotirement age,”.

{b) Section 202 (g) (1) (D) of such Act ix amended to read as follows:

“(D) has filed application for mother’s insurance benefits, or was entitled
to wife's insurance benefits on the basis of the wages and self-omployment in-
come of such individual for the month preceding the month in which he died,”.

(o) The third sentence of section 202 (i) of ruch Act i amended by inserting
immediately beforo the peoriod at the end thereof the following: */, or unless such
person was entitled to wirfe’s or husband'’s insurance benefits, on the basix of the
wages and self-employment inceme of ruch insured individual, for the month pre-
ceding the month in which such individual died”.

TECHNICAL AMENDMENTS

Src. 112, (a) Tho second sentence of section 204 (a) of the Social fecurity Aot
is amended by inserting “‘and self-employment income’ after “‘wages”,

(b) Section 208 of the Social Security Act is amended by insorting *‘, or as to
the amount of not earnings from self-employment derived or the period during
which derived,’’ aftor “‘as to the amount of any wages paid or received or the period
during which ecarned or paid”.

RepeEal oF REQUIREMENT oF CERTAIN DEDUCTIONS

Seo. 113, (a) No deductions shall bo made pursuant tc subsoction (i) of section
203 of the Social Security Act from any benofits for any wonth after the month
in which this Act {s enacted; and, offective with the beginning of the month follow-
ing the month in which this Act is enacted, such subsection is repealed.

(b) No deductions shall be made pursuant to section 907 of the Social Security
Act Amendments of 1939 (53 Stat, 1360, 1402), with respoct to waios for rorvices
Rorlormed in 1039, from any benefits for any month after the month in which this

ct is enacted; and, effoctive with the beginning of the month following tho month
{n which this Act is enacted, such section is amended by striking out ‘1 per centum
of any wages pald him for services porformed in 1039, and subsoquent to his
attaining age sixty-five, and’. :

Proor or SurporT BY HusBaND oR WIDOWER IN CERTAIN Casks

Sxo. 114, (s) For the pur of determining the entitlement of any individual
to husband’s insurance benefits under subsection (o) of section 202 of tho Social
Seourity Act on the basis of his wifo's wages and solf-omployment incoine, the
requirements of paragraph (1) (D) of such subscction shall be deemed to be mot

(1) such individual was recelving at least one-half; of his support, as detor-
mined in accordance with regulations prescribod by the Socrotary of Health,
Education, and Wetlfare, from his wife on the first day of the first month
(A) for which she was entitled to a monthly bonefit undor subsoction (a) of
such section 202, and (B) In which an event described in paragraph (1) or
e} of section 203 (b) of such Act (as in offect before or after the enactment of
this Act) did not occur,

.
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(2) such individual has filod proof of such support within two yoears after
such first month, and

(3) such wife was, without tho nprllcaliun of subsection (j) (1) of such
section 202, entitled to a primary iusurance benefit under such Act for
August 1950,

b) For the purpose of dotermining the entitioment of any individual to
widower’s insurance bonofits under subsoction (f) of soction 202 of the Social
Security Act on tho basis of bis deceasod wife’s wagos and sclf-employmont
income, the requirements of paragraph (1) (13) (if) of such subsoction shall bo
deomed to be met if—

(1) such individual was recoiving at least one-half of his support, as do-
terminod in accordance with rogulations proscribed by the Socrotary of
Hoalth, Education, and Welfare, from his wifo, and she was a currently
insured individual, ou the tirst day of tho first month (A) for which sho was
entitlod to a monthly bonefit undor subsoction (a) of such soction 202, and
(BB) in which an ovent doscribod in paragraph (1) or (2) of soction 203 (b) of
such Act (as in offoct before or after the enactment of this Act) did not oceur.

{2) such individual has filed proof of such support within two years after
such first month, and )

(3) such wife was, without the application of subsection (j) (1) of such
sm‘stéon 202, entitled to n primary insurance benefit under such Act for August

950,

(¢} For purposes of subsection (b) (1) of this Act, and for purposes of seetion
202 (¢) (1) of the Social Security Act in cases to which subsection (8) of this sec-
tion is applicable, the wife of an individual shall be deemed a currently insured
individual if she had not less thav six quarters of coverage (as determined under
section 213 of the Social Security Act) during the thlrlwn-(xuarter period ending
with the calendar quarter in which occurs the first montb (1) for which such wife
was entitled to a monthly benefit under section 202 (a) of such Act, and (2) in
which an event described in paragraph (1) or (2) of section 203 (b) of such Act
did not occur,

(d) This section shall apply only with respect to husband’s insurance benefits
under scetion 202 (¢) of the Social Security Act, and widower’s insurance benefits
under scetion 202 () of such Act, for months after the first month following the
month in which thia Act is enacted, and only with respect to benetits based on
applications filed after such first month,

DeriNiTION

Skc. 115. As used in the Rmvisiovs of the Social Security Act amended by this
wl?. the terin ‘“‘Secretary” means the Scerctary of Health, Education, and
eliare,

TITLE II—AMENDMENTS TO INTERNAL REVENUE CODE

AMENDMENTS TO DEFINITIONS oF SELW-EMPLOYMENT INCOME AND ReLATED
DEriNITIONS

Sxc. 201. (8) (1) Paragraph (1) of section 481 (a) of the Internal Revenue Code
is amended to read as follows:

“(1) There ghall be excluded rentals from real cstato and from personal
property leased with the real estate (including such rentals paid in cro,
shares) together with the deductions attributablo theroto, unless suc
;cml.ls are reccived in the course of a trade or business as a real ostate

ealor;".

(3) Subsection (a) of section 481 of the Internal Rovenue Codo is amended
by striking out paragraph (2) and redesignating parageaphs (3), (4, (5), (0),
and (7), and any references theroto containod in such code, as paragraphs (2),
(8), (9, (5}, and (B), respeotively, and by adding at the end of such subsection
the following new sentence: “‘In the case of any trade or business which is carriod
on by an individual who reports his income on a cash receipta and dizsbursemeonts
basis, and in whieh, if it woro carriod on exclusively by employees, the major

rtion of the services would constitute agricultural labor ax defined in section

426 (h), (i) if the gross income derived from such trade or business by such
individual is not more than $1,800, tho net earnings from eself-employment
derived by him therefrom may, at his option, be deemed to be 50 por centum of
such gross income in lieu of his net earnings (rom self-employment from rsuch
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trade or business computed as provided under the preceding provisions of this
subsectlon, or (ii) if the gross income derived from such trade or business by such
fndividual is more than $1,800 and the net earninrs from self-employment derived
by him therefrom, as computed under the preceding provisions of this subsection,
are less than $900, such net earnings may instead, at the option of such individual,
be deemed to be $000. For the pur of the Eroceding sentence, gross income
derived from such trade or business shall mean the gross receigu from such trade
or business reduced by the cost or other basis of property which was purchased
and sold in carrying on such trade or business, adjusted (after such reduction) in
accordance with the preceding provisions of this subsection."

(b) (l)tz’m raph (1) of section 481 (b) of the Internal Revenue Code is

smended as follows:
“ ;I‘hat part of the net earnings from self-employment which is in
excess of —

“(A) For any taxable year ending prior to 1955, (i) $3,600, minus (ii)
the amount of the wages paid to such individual during the taxable year;

and
“(B)- For any taxable year ending after 1954, (i) $4,200, minus (ii) the
an'l'ount of the wages paid to such individual during the taxable year;

or",

(2) Bection 481 (b) of the Internal Revenue Code is amended by inserting after
“emrloyees’ the following: ¥, or under an agreement entered into pursuant to
the provisions of section 1428 (m) (relating to coverage of citizens of the United
States whe are employees of forelgn subsidiaries of domostie corporations),”.

(o) Section 481 (¢) of the Internal Revenue Code is amended b}‘; striking out
paragraphs (4) and (8), by inserting “‘er’ at the end of paragraph (3), and by
adding after _Faragmnh (3) the following new paragraph:

“(4) The performance of service by an Individual in the exercise of his
profeasion as a physician, or the performance of such service by a partnership.’”’

(d) The amendments made by subdivisions (a), (b), and (c) of this section shall
be applicable only with respect to taxable years ending after 1954,

Rerunp or Cerrain Taxzs Depucrep From WagEs

SEc. 202. (a) (1) The first sentence of section 1401 (d) (3) of the Internal
Revenuo o s amended to read as follows: “If by reason of an employee roceiv-
ing wages from more than one employer during a calendar year after the calendar.
year 1950 and prior to the calendar year 1055, the wages reccived by him during
such year exceed $3,600, the employee shall be entitled to a refund of any amount
of tax, with respect to such wages, imposed by section 1400 and deducted from the
employee’s wages (whether or not paid to the Secretary or his delegate), which
ex s the tax with respect to the first $3,600 of such wages received; or if by
reason of an employee receiving wages from more than one emploi'er during any
calendar year after the calendar year 1954, the wages received by him during such
{:x“ oxcoed $4,200, the employee shall be entitled to a refund of any amount of

, with respect to such wages, imposed by section 1400 and deducted from the
employee’s. wages S:vhether or nat paid to tho Secretary or his delogato), which
ex s the tax with respect to the first $4,200 of such wages roceived.”

gz) 8ection 1401 (d) (3) of the Internal Revenue Code is amended by striking
out the period at the end of the second sentence and inserting in Hou thereof “‘or, in
the case of any agroement (or modification) pursuant to ssction 218 of the Social
Security Act which is effective as of a date more than two years prior to the date
such agreement (or modiﬁcatlon? was to, within a period of two years after
the end of the calendar r in which such a mont {or modification) was

agreod to by the State and the Secretary of Health, Education, and Welfare,"”
M) (1 o head(nﬁ of section 1401 (d) (4) of _dm Internal Revenue Code is
amended to read as follows: ‘‘SPXCIAL RULES IN THBE CASB OF FEDERAL AND STATE

BMPLOYEES AND EMPLOYEKS OF CERTAIN FOREIGN CORPORATIONS.—"'

iz) Bection 1401 @ (4) (A) of the Internal Revenue Cods Is amended by
striking out '$3,600,’’ and inaertigs in lieu thereof ‘83,600 for the calendar year
1951, 1852, 1953, or 1954, or 84,200 for any calendar éy:gr after 1954,"”,

(85 Section 1401 (d) 4) of the Internal Revenue o is amended by adding
at the end thereof the fol owla; new sub) aph:

“©) Emglog'eec Certain Foreign Corporations.—For the purposes
of paragrapl us ) of this subsection, in the case of remuneration received
during any calendar year after the calendar year 1054, the term ‘wages’
includes such remuneration for services covered by an agreement made
pursuant to section 1426 (m) of this subchapter as would be wages if
such services constjtuted employment; the term ‘emnployer’ includes any
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domestic corporation which has enterced into an agreement pursuant to
section 1426 (mn); the term ‘tax’ or ‘tax imposed by section 1400’ includes,
in the case of services covered by an agrcement entered into pursuant
to section 1426 Sm), an amount equivalent to the tax which would be
imposed by section 1400, if such services constituted employment as
defined in scction 1426; and the provisions of paragraph (3) of thia sub-
section shall apply whether or not any amount deducted from the em-
ployec’s remuneration as a result of the agrecinent entered into pursuant
to section 1426 (m) has been paid to the Sceretary or his delegate.”

(c) The second sentence of section 1420 (e) of the Internal Revenue Code
is amended by inserting “in the case of the calendar ycar 1951, 1952, 1953, or
1954, or tho $4,200 limitation in such section in the case of any calendar year
after 1954" after **the $3,600 limitation in sectlon 1426 (g) él)."

(dz The amendments made by subscctions (az (1), (b) (2), and (c) shall be
applicable only with respect to remuncration paid after 1954,

CoLLECTION AND PAYMENT oF Taxes Wita Resrecr 1o Coasr Guarp
ExcHANGES

Sec. 203. (a) Section 1420 (e? of the Internal Revenue Code fs amended bg
adding at the end thercof the following new sentence: “The provigions of th
subsection shall be applicable also in the case of service performed by a clvilian
employee, not compensated from funds appropriated by the Congress, in the
Coast Guard KExchanges or other activities, conducted by an instrumentality
of the United States subject to the jurisdiction of the Secretary, at installations
of the Coast Guard for the comfort, pleasure, contentment, and mental and
?h sical lm{nrovement of personnel of the Coast Guard; and for purposes of
h tm‘nll';eec,t on the Secretary shall be deemed to be the head of such instru-
mentality.’
: (b) Tge amendment made by subsection (a) shall be come effective January
, .
AMENDMENTS TO DEFINITION OF WAGES

Sec. 204. (a) Paragraph (l) of section 1426 (a) of the Internal Revenue Code
is amended by striking out */83,600" wherever it appears therein and ingerting
in Meu thereof *‘84,200.”

(b (IJ Subpangraph (B) of section 1428 (a) (7) of the Internal Revenue Code
fs"amended to read as follows:

“(B) Cash remuneration paid by an employer in any calendar quarter to
an employee for domestic service In a private home of the employer, if the
cash remuneration paid in such quarter by the employer to the employee for
such service is less than $50. As used in this subparagraph, the term ‘do-
mestic service in a private home of the employer’ does not include service
described in subsection (h) (5};".

(2) Section 1426 (a) (7) of the Internal Revenue Code {s amended by adding
at the end thereof the following new aubparsgras;h:

"(C) Cash remuneration g\ald by an em}) oyer in any calendar quarter to
an employre for service not in the course of the employer’s trade or business,
if the cash remuneration pald in such quarter by the employer to the employee
for such service Is less t| $50. As used in this subparagraph, the term
‘service not in the course of the employer’s trade or business’ does not include
domcatic service in a private home of the employer and does not include
service described in subsection (h) (5);”. .

Xs) Section 1426 (a) (8) of the Internal Revenue Code is amended by inserting
“(A)" after ‘°(8)" and by adding at the end thercof the following new subpara-

h:
graph:,, B) Cash remuneration g:ld by an employer in any calendar year to an
employee for agricuitural labor, if the cash remuneration pald in such year
by the employer to the employee for such labor is leas than $200;".
(¢) The amendments made by subsections (a) and (b) shall be applicable only
with respect to remuneration paid after 1954.

AMENDMENTS TO DEFINITION OF EMPLOYMENT

Bxc. 205. (a) Section 1426 (b) (1) of the Internal Revenue Code is amended
to read as follows:
" %(1) 8Service performed by foreign agricultural workers under contracts
enwrgld m}rﬁo in accordance with title V of the Agricultural Act of 1049, as
amended;".
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(b) Scetion 1428 (b) of the Internal Revenue Codo is amended by striking out

?msm h (3) and redeaignating paragraphs (4), (5), (6), (7), (8), (M, (10), (11),

12), (1 & and (14}, and any references thereto contained in auch code, as para-
graphs (hi, 4), (8), (8), (7, (8), (9), (10Y, (11}, (12), and (13), respectively.

(¢) The paragraph of scction 1426 (b) of the Internal Revenne Code herein
redesignated as paragraph (4) s amended by striking out “if the individual {s
emrloved on and in connection with such vessel or aireraft when outside the
United States” and inserting in leu thercof: “if (A) the individual fs employed
on and in connection with such vessel or afreraft when outside the United States
and (BI) (i) such Individual is not a citizen of the United States or (ii) the em-
ployer is not an Amerlean employer”,

(E; (1) Subparagraph (B? of the paragrdph of scction 1426 (b) of the Internal
Revenue Codo herein redesignated as paragraph (6) fs amended—

A) by inserting “by an individual’ after “Seevice performed,’” and by
inserting “and if such service is covered by A retirement system catablished
by such instrumentality;” after “December 31, 1950,"”;

(B) b?' inserting “a Federal Home Toan Bank,” after “‘a Federal Rescrve
Bank.” in clause (ii); and

(C) by striking out “or’ at the end of clause (iii), by adding “or” at the
end ofI clause (iv), and by adding at the end of the subparagraph the following
new clause:

“(v) servica performed by a civilian employee, not compensated from
funds appropriated by the Congrees, in the Coast Guard Exchanges or
other activitics, conducted by an instrumentality of tho United States
subject to the jurisdietion of the Sccrotary of the Treasury, at installa-
tions of the Coast Guard for the comfort, pleasure, contentment, and
mental and physical improvement of personnel of the Coast Guard;”.

2 Su!()!wazmph &J) of such paragraph is amended to read as follows:

(C) Servico performed in the employ of the Unitod States or in the
employ &f any instrumentality of the United States, if such service is
rformed—
pe ‘(1) as the Prosident or Vice President of the United States or as a
Member, Delegate, or Resident Cominissioner of or to the Congress;

“(it) in the legislative branch;

« ill; in & penal fnstitution of the United States by an inmate thereof;

“(iv) by any individus! as an employee included under scetion 2 ol
the Act of August 4, 1947 (rclating to certain interns, student nurses,
and other student cmployees of hospitals of the Federal Government;

U, 8. C,, scc. 1052); .

“(v) by any individual as an cmployce serving on a temporary basis
In case of fire, storm, earthquake, flood, or other similar emergency; or

“(vi) by any individual to whom the Civil Service Retirement Act
of 1930 does not apply because such individual is subject to another
rctirement system (other than the retirement system of the Tennessee
Valley Authority);”.

(e) The paragraph of scction 1426 (bg of the Internal Revenue Code herein
redesignated as paragraph (8) is amended to read as follows:

“(8) (A) Service performed in the cmploy of a religious, charitable,
educational, or other organization exempt from income tax under section 101
8), other than service performed by a duly ordained, commissioned, or
leensed minister of & church in the exercise of his ministry or by a member
of a religlous order in the exercise of dutics required by such order; but this
subparagraph shall not apply to service performed durin? the period for
which a certificate, filed pursuant to subsection (1) (1), is in effect, if such
servico s performed by an employee (i) whoso signature appears on the list
filed by such organization uuder such subscction, or (iil) who became an
em (l)gyg of such organization after the certificato was filed and after such

gan;

pe“(B) Service performed in the employ of a religious, charjtable, educational,
or other organization exempt from income tax under section 101 (6), by a
duly ordained, commissioned, or licensed minister of a church in the excrcise
of his ministry or by a member of a religious ordet in the exercise of duties
required by such ordor; but this subparagraph shall not apply to service
performed by a duly ordained, commissioned, or licensed minister of a church
or a member of & religious order, other than a member of a religious order
who has taken a vow of poverty as a member of such order, during the period
for which a certificate, filed pursuant to subsection (1) (2), fain o ect, if such

'
«
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service i8 performed by an employce (i) whoso signature appears on the list

filed by such organization under such subscetion, or (ii) who became an

emploly;-o of such organization after the certificate was filed and after such
eriod began;'’.

(f)pSoclion 14268 (b) of the Internal Revenue Code is further amended by
striking out paragraph (15) and redesignating paragraphs (16) and (17), an | any
refercnces thereto contained in such code, as paragraphs (14) and 515). respectively,

(®) The amendments made by subsections (¢), (d), (¢), and (f) shall be appli-
cablo only with respect to services performed after 1954, The amendments made
by subscetions (a) and (b) shall bo,agglicablo only with respect to services (whether
pogl;ormod after 1954 or prior to 1855) for which the remuneration is paid after
1954,

AMENDMENT TO DEFINITION OF EMPLOYEE

SEc. 200. (a) Subparagraph (C) of scction 1426 (d) (3) of the Internal Revenue
Code i amended by suiﬁing out *, if the performance of such services is subject
to licensing requirements under the laws of the State in which such services are
performed”.

(b) The amendment mado by subsection (a) shall be applicable only with
respect to services performed after 1954,

Waiver oF Tax Exemerion BY Noxrrorit Oraantzations Witn Reseeer To
. MinisTers IN TuriR Enrioy

Skc. 207. (a) Paragraph (1) of section 1426 (1) of the Internal Revenue Code
is amended by inserting ‘(other than service performed by a duly ordained, com-
missioned, or licensed minister of a church in the exercise of his ministry or by a
member of a religious order in the exercise of dutics required by such order)””
after “service” in the first sentence, hi‘- striking out “two-thirds of its employees”
and inserting in licu thercof “two-thirds of its ciployees performing service to
which this paragraph is applicable” in such sentence, and by deleting so much
of such paragraph as follows the first sentence.

(1) Such section 1426 (1) is amended by redesignating paragraphs (2) and (3) as
paragraphs (6) and (7), respectively, and by adding after paragraph (1) t he follow-
ing new paragraphs:

“k2) WAIVER OF EXEMPTION IN THE CASE OF MINISTERS.—An organization
oxeupt from income tax under scetion 101 (8) may file a certifieate (in such
form and mannicr, and with such official, as inay be prescribed by regulations
made under this subchapter) certifying that it desires to have the insur-
ance system established by title 11 of the Social Sceurity Act extended to
service performed by {ts employees who are duly ordained, commissioned, or
ticersed ministers of a church or churches and perform such service in the
exereise of their ministry or who arec membenrs of a religious order or orders
(other than a member of a religious order who has taken a vow of poverty
as & meber of such order) and perform such seryice in the exercise of dutics
required by such order or orders, and that at least two-thirds of such em-
ployees concur in the ﬂllniof the certificate. Notwithstanding the preceding
senfence of this paragraph, a certificate may not be filed by an organization
pursuant to such sentence unless (A) such organjzation does not have any
employees with realswct to whom a certificate may be filed pursuant to
paragraph (1), or (B) such organization has filed a certificate pursuant to
parngra bh (1) with respect to such employees.

“(3) LisT To ACCOMPANY CERTIFICATE.—A certificate may bo filed pur-
suant to paragrarh (1) or paragraph (2) only if it is accompanicd by a list
containing tho sfnaturo address, and social security account number (if
any) of cach omg oyeo who concurs in the filing of the certificate. Such list
may be amended at any timo by filing with the prescribed official a supple-
mental list or lists containing the signature, address, and social security
account number (if any) of cach additional employee who concurs in the filin
of tho certificate. The list and any supplemental iist shall bo filed in suc
f(}xlrm I’:nd manner as may bo preseribed by regulations made under this sub-
chapter.

“(4) ErrecTive PERIOD OF WAIVER.—A cortificate filed pursuant to para-
?raph (lz or p. raph 32) shall be In effect (for the ‘m acs of subscetion
Sl;) (sto A‘hc‘)s scction and for the purposes af section 210 (a) (8) of the Social

our o)~

X(A) In the caso of a certificate filed Punuant to paragraph (1), for
the period beginning with the first day of the calendar quarter in which
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such cortifioate is filed or the first day of the succeeding calendar quarter,
as may be specified in the certificate; or

“(B) in the case of a ocrtificate filed pursuant to paragraph (2), for
the period beginning with the first day of whichever of the following
calendar quarters may be specified in the certificato: (i) the quarter in
which such certifioate is filed, or (i) the succeeding quarter, or (iil) if
the oortificate is filed during the calendar year 1955, any quarter in such
year prior to the quarter in which is it filed;

except that, in the caso of service performed by an individual whose name
appears on a supplemental list filed after the first month following the first
oalendar quarter for which the certificate is in effect (. determined under
subpara%uph (A) or (B), whichever is applicable) or following the calendar
quarter in which the certificato was filed, whichover is later, and to whom
sub) agnph sA) or (B) of subsection (b) (8) of thia section would otherwise
apply, the certificate chall be in effect, for purposes of such subsection (b) (8)
and for Purposos of sectlon 210 (a) (8) of the Social Security Act, only with
et to service performed by such individual after the calendar quarter in

which such supplemental list is filed,

“(5) TERMINATION OF WAIVER PERIOD BY ORAANIZATION.—The period for
which a certificate filed Eursuunt to !mmgraph (1) of this subsection is effec-
tive may be terminated by the organization, effective at the end of a calendar

uarter, upon giving two years’ advance notice in writing, but only if, at the
time of the receipt of such notice, the certificate has been in effect for &'
period of not lesa than eight years and only if such notice applics also to the
period for which the certificate, if any, filed by such organizatioa dmrsuant
to paragraph (2) is effective. The period for which a certificate filed pur-
suant to paragraph (2) Is effective may also be terminatod by the organiza-
tion,-cflective at the end of a calendar quarter, upon giving two ycars’
advance notice in writing, but only if, at the time of the recelpt of such notice,
the certificate has been in effect for a pericd of not less than cight years,
The notice of termination may he revoked by the organization by glving,
prior to the close of tho calendar quarter specified in the notice of termination,
a written notice of such revocation, Notice of termination or revocation
thereof shall be filed in such form and manner, and with such official, as may
be prescribed by regulations made under this rubchapter.”
(o) ph of auch section 1426 (1) herein. redesignated as paragraph
(6) is amended by adding at the end thercof the following now sentence: “If tho
od covered by a certlficate filed pursuant to paragraph (1) of this subsection
s terminated under this paragraph, the period covered by the certificate, if any,
od by the same organization pursuant ¢o paragraph (2) shall also be terminated
at the same time.”
(d) The paragraph of such section 1428 (1) hereln redesignated as paragraph (7)
s amended to as follows:

"§7) No RENEWAL or WAlvER.—In the event the period covered by a
certificate filed pursuant to paragraph (1) or (2) of this subsection is ter-
minated by the organization, no certificate may again be filed by such
organisation pursuant to such gjuagn?h." .

ogs) e amendments made by this sectlon shall become effective January 1,
1035, Nothing In this section shall be construed as affecting the validity of any
ficate filed prior to January 1, 1985, under section 1426 (1) of the Internal
venue Code. If a certificate filled during the calendar year 1955 pursuant to
sdotion 1420 5(? (3) of the Internal Revenue Code is In effect for any calendar
uarter in 1958 which precedes the quarter during which the certificate was filed,
the return and payment of the taxes for any such preceding calendar quarter with
:s&oot to service which constitutes employment by resson of the filing of such
flcate shall be deemed to be timely made if mads on or before the last ds
of the first month following the calendar quarter in which the certificate is filed.

Cuances iN Tax ScHEDULES ,

" 8o, 208, g) Seotion 480 of the Internal Revenue Codo is amended by striking
out pa mi &5) and Inserting in liou thereof the following:
: %) n the case o .% taxable year beginning after December 31, 1969.
and before th“!?' , 10785, the tax shall be equal to 8% per centum of the
" amount of the self-employment fncome for suth taxable year.
ol “&0.)* In the case of any taxable year beginning after Dcoember 81, 1974,
! the tax shall be equal to B per contum of the amouny of the self-cmployment
* " 'Income for such’ taxable year.” :
)

!
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(b) Scotion 1400 of the Internal Revenue Code Is amended by striking out
paragraph (6) and inserting in lieu thereof the following:
“(6) With respect to wages received during the calendar years 1070 to 1074,
both ineolusive, the rate shall be 3% por centum,
"S With respeet to wages received after December 31, 1974, the ratc
shall bo 4 per centum,”
(0) Section 1410 of tho Internal Rovenue Codo is amended by striking out
paragraph (8) and inserting in lieu thereof the following:
(6) With rezpect to wages paid during the calendar years 1970 to 1974,
both inclusive, the rate shall be 3% per centum,
“(7) With respeet to wages paid after December 31, 1074, the rate shall
boe 4 per centum,”

Forgian SupsipiARIFE oF AMERICAN EmPrLoYER

Sec. 200. Scction 1426 of tho Internal Revenue Code is amended by adding
at the end thercof the following new subsection:

“(m) AGREEMENTS ENTERED INTO BY Domestic CorPoraTiONs WiThH ReE-
SPECT TO FOREION SUBSIDIARIES.~—

(1) AGREEMENT WITR RESPECT TO CERTAIN EMPLOYEES OF FOREION
suBsiDiaRIES.—The Sccretary or his delegate shall, at the request of any
domestic corporation, enter into an agreement (in such form and manner as
may be prescribed by the Secrctary or his delegate) with any such corpora-
tion which desires to have the insurance system established by titlo 11 of the
Social Security Act extended to service performed outside the United States
in the employ of any ono or more of its foreign subsidiarics (as defined in
paragrapli (7)) by all employees who aro citizens of the United States,
except that the agreement shall not be a})pllcablo to any scrvice performed bf’
or remuncration paid to, an employce if such service or remuneration wou d
be excluded from the terms ‘employment’ or ‘wages’, respectively, as defined
in this section, had the service been performed in the employ of the domestio
corporation, Such agreement may be amended at any time so as to be made
afpl[cable. in the same manner and under the samo conditions, in the case
of any other forlefn subsidiary of such domestic corporation. Such agree-
ment shall bo applicablo with respect to citizens of the United States who,
after the effective date of the agrecment, become employees of and oger!orm
services outside the United States for any foreign subsidiary specified in the
agreement. Such agreement shall provide—

“(A) That the domestic corporation shall pay to the Sccretary or his
delegate, at such timo or tines as the Secretary may by regulations

rescribe, amounts equivalent to the sum of the taxes which would be
mposed by sections 1400 and 1410, including interest and penalties
if the services of emnployees covered by tho agreement had constituted
employment as defined In section 1426; and

(B) That the domestic corporation will comply with such regula-
tions relating to payments and reports as the Secretary may prescribe
to carry out the purposes of this subsection.”

*(2) EFFECTIVE PERIOD OF AGREEMENT.~—AN sgmqlment entered into pur-
suant to paragraph (1) shall be in effect for the period beginning with the
first day of the calendar quarter in which such agreement {s entered into or
the first day of the succeeding calendar quarter, as may be specified in the
agreement, but in no case prior to Januvary 1, 1955; except that in case such

reement s amended to {nclude tho services performed for any other sub-
sidiary and such amendment is executed after the first month following the
first, calendar quarter for which tho agreement Is in effect, the agreement shall
bo in effect with respect to service performed for such other subsidiary only
after the calendar quarter in which such amendment is executed.

“(3) TERMINATION OF PERIOD BY A DOMESTIC CORPORATION.—The perlod
for which an agreement entered into pursuant to paragraph (1) of this sub-
section Is effective may boe terminato with roapeot to any one or more of its
foreign subsidiariea by the domestlo corporation, effective at the end of &
calendar quarter, upon giving two years’ advanco notice in writing, but
only if, at the time of the receiKt of such notice, tho agreement has been in
effoct for a period of not loss than eight years. Tho notice of termination
may be revoked by the domestic corporation by giving, prior to the close of
the oalondar quarter specified in the notloe of termination, a written notice
of such revocation. Notico of termination or revocation thereof shall be
filed in such form and manner as may ba prescribed by regulations. Not-



34 80CIAL SECURITY AMENDMENTS OF 1034

withstanding any other provision of this subsection, the period for which
any such agreement {8 effective with respect to any for«lgn subsidiary shall
terminate at the end of any calendar quarter iu which the domestic corpora-
tion, at any time in such quarter, owns 50 per centum or less of the voting
stock of such subsirdiary.,

"(4) TERMINATION OF PERIOD BY BLCRETARY.—If the Secretary or his
delogate finds that any domestlo corporation which entered into an agree-
mont pursuant to this subsection has failed to comply substantially with
the terms of such agreement, the Secretary or his celegate shall give such
domestic corporation not less than sixty cay’s advance notice in writing
that the period covered by such agreement will terminate at tho end of
the calendar quarter specified in such notice, Such notico of termination
may be revoked by the Secretary or his delegate by giving, prior to the close
of the calendar quarter specified in the notice of termination, written notice
of such revocation to the fomestic corporation. No notice of termination
or of revocation thercof shall be given under this paragraph to a domestic
oorrorallon without the prior concurrence of the Secretary of Health, Edu-
cation, and Welfare.

“(8) No RENEWAL Oor AGREEMENT.—If any agreement entered into pur-
suant to paragraph (1) of this subsection is terminated in its entirety, the
domestio corporation may not again enter into an :ﬁrcement pursuant to
such paragraph. If any such agreement is terminated with respect to any
subsidiary, such agreement may not thercafter bo amended 8o as again to
make it applicable with respect to such subsidiary.

“(6) DmsrosiTs IN TRUST FUND.—All amounts received by tho Secrctary
pursuant to an agreement entered into under Parngraph (1) of this subsection
shall be r:gud for purposes of section 201 of the Social Security Act as
taxes collected pursuant to this subchapter.

“(7) OVERPAYMENTS AND UNDERPAYMENTE,~—

“(A) If more or less than the correct amount due under an agreement
entered into pursuant to this subsection is pald with respect to any
payment of remuneration, proper adjustments with respect to the
‘Smounts due under guch agreement shall be made, without iInterest,
in such manner and at such times as may be required by regulations
prescribed by the Secretary.

“(B) If an overmment cannot be adjusted under subparagraph (A),
the amount thereof shall be paid by the Secretary or his delegate, through
the Fiscal Service of the Treasury Department, but only if a claim for
such ovem{ment is filed with the Secretary or his delegate within two
gem from the time such overpayment was made.

*(3) DEPINITION OF FOREIGN BUBSIDIARY.— For purposes of this subsection
and scotion 210 (a) of the Social Security Act, a foreign subsitiary of a
domestio corporation s~

“{A) A forcign corporation more than 50 per centum of the voting
stock of which is owned by such domestic corporation; ar

" A forcign corporation more than 30 per contum of the voting
o‘f‘ Wi '1ch {s owned by the foreign corporation described in subparagraph

“(g) RrouLAtioNs.-- Regulations & the Sccretary to carry out the pur-

of this subsection shall be designed to make the requirements imposed

on domestic corporations with respect to services covered by an agreement

entored into pursuant to this subsection the same, so far as I&ract‘lcablc, as

(l‘n:iel!ml\;;u" upon employers pursuant to subchapter A or 1 of chapter 9
of title.

Dxpucrions From Gross IncoMs ron PaymexTs Wit RESPECT To EMPLOYEES
or CZrraiN ForrioN CORPORATIONS

8xc. 210. Section 23 of the Internal Revenue Code (relating to deductions
'rob‘:eot gt'o'ts1 28 income) Is amendod by insecrting at the end thereof the following new
su lont ;

“(gg) PAYMENTS Wit# Rusprcr To EMpLOYEES oF CERTAIN Forxian CoRr-
PORATIONS,— In the caso of a domestic corporation, amo#nts (to the extent not
bompensated for} patd or incurred pursuant to an agrcoment entered into under
section 1420 (m) with re?ect to services performed by United States citizens
employed by foreign subsidiary corporations. Any reimbursoment of any amount
proviously allowed as a ceduction for income tax purpesoes under this subsection
shall be included in gross income for the taxablo yoar in’ which received.”

)
)
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TITLE IIT—PROVISIONS RELATING TO PUBLIC ASSISTANCE
TeMPORARY EXTENsioN oF 1952 MatcHING FoRMULA

Skc. 301. Scetion 8 (¢) of the Socia! Security Act Amendments of 1952 (Public
Law 590, Eighty-second Congress) is amended by striking out “'September 30,
1934” and inserting in lieu thereof “September 30, 1955",

TeEMPORARY LXTENSION oF SPECIAL PRovVISION RELATING TO STATE PLANS FOR
AIp TO THE BLIND

Skc. 302. Section 344 (b) of the Social Sccurity Act Amendments of 1950 (Publio
Law 734, Elﬁhty-ﬁrst Congress) s amended by striking out “June 30, 1955 and
inserting in lieu thereof “June 30, 1957,

TECHNICAL AMENDMENTS

SEc. 303. (a) Sections 3 (b) (1), 403 (b) (1), and 1003 (b) (1) of tha Social Sccu-
rity Act are each amended by striking out “one-half'’ and inserting in lieu thereof
“the State’s proportionate share”,

(L) Section 3 (b) of such Act is amended (1) by striking out ‘‘clause (1) of
subsection (a)” wherever it appears and inserting in lieu thereof ‘“subsection (a)”,
and (2) by striking out “increased by five per centum” immediately before the
period at the end of paragraph (3).

TITLE IV—MISCELLANEOUS PROVISIONS

AMENDMENTS PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIREMENT
AND OLD-AGE AND SURVIVORS INSURANCE

SEc, 401, (a) Section 1 (q) of the Railroad Retirement Act of 1037, as amended,
is amended by striking out 1952 and inserting in lieu thereof “1954".

(b) Scction 2 () of the Railroad Retirement Act of 1937, as amended, is
amended by striking out “six"” and inserting in leu thereof “twelve”’; and sub-
section (5) (j) of such Act, as amended, is amended by striking out “sixth” and
inserting in lieu thercof “vwelfth”. The amendments made by thiz subsection
shall be applicable only {n the case of applications for annuities under the Railroad
Retirement Act filed after the month ftollowing the month in which this Act is
enacted; except that no individual shall, by reason of such amendment, be entitled
to any annuity for any month prior to the fifth month before the month in which
this Act is enacted.

(¢) Section § (I} (0) of the Railroad Retirement Act of 1937, as amended, is
amended by striking out '$3,600" the second time it appears and inserting in lieu
thercof “$1,200”,

(d) Section 5 (i) (1) (ii} of the Railroad Retirement Act of 1037, as amended,
is amended to read as follows:

“({{) will have been undeér the age of seventy-five and for which month
he is charged with auy earnings under section 203 (e) of tho Social Security
Act or in which month he engaged on seven or inoro different calendar days
in noncovered remuncrative activity outstide the United Stater (as defined in
section 203 (k) of the Social Sceurity Act); and for ﬂurposcs of this subdivision
the Board shall have the authority to make such determinations and such
suspenegions of payment of benefits in the maaner and to the extent that the
Secretary of Health, Education, and Welfaro would be authorized to do so
under section 203 (g) (3) of the Social Security Act if the individuals to whom
:‘h!s ::ubdi\'ision applies were entitled to benefite under section 202 of such

et;”.
CRoss REFERENCES TO REDESIGNATED PROVIsIONS

Sec, 402. Referencea in the Internal Reovenue Code, tho Railroad Retirement
Act of 1037, as amended, or any other law of the United States to any section or
subdivision of a section of the Social Security Act redesignated by this Act, and
references in the Social Security Act, tho Kailroad Retirement Act of 1037, as
amended, or any other law of the United States to any section or subdivision of &
section of tho Internal Revenue Codoe redesignated by this Act, shall bo deemed
to refer to such section or subdivision of a section as so redesignated.

Passed the Houso of Representatives June 1, 1054,

Attest: LyLe O. SNADtﬂb‘ "

erk.



Major differences in the present social-security law and H. R. 9366 as passed by the House of
Representatives relating to old-age and survivors insurance and public assistance

(Parenthetical references are to pages in House committee report)
OLD-AGE AND SURVIVORS INSURANCE

L COVERAGE
Item Present law H. R. 9366
The following coverage provisions are, in general,
effective Jan, 1, 1955.
A. Seif-employed.__.___._ Covers all self-employed for years in which they | Same as present law except:

have net earnings from self-employment of
$400 or more except:

(1) Specified professional groups—physi-
cians, lawyers, dentists, osteopaths, veteri-
narians, chiropractors, naturopaths, optom-
etrists, architects, Christian Science practi-
tioners, professional engineers, funeral direc-
tors, and certain public accountants.

(2) Farm operators.

(1) Covers professional groups now excluded,
other than physicians.
(Pp. 3; 6-8; 43-44.)

(2) Covers farm operators on same basis as
other self-employed persons, except for a spe-
cial provision that makes it casier for low-
income farmers who report on a cash basis to
compute their net earnings—such farmers
whose annual gross earnings are $1,800 or less
may report either their actual net earnings or
50 percent of their gross earnings; farmers who

9g
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B. Employees in com-
merce and industry.

(3) Ministers.

(4) Public officials and employee newsboys
under age 18.

(5) Certain types of income, such as divi-
dends, interest, and rentals from reai witate,
unless received by dealers in real estate and
securities in the course of business dealings.

(6) Certain gains and losses, such as sale of
capital asset.

Covers all employees except:

(1) Fishermen not employed on vessels of
more than 10 net tons and not engaged in
commercial halibut or salmon fishing.

(2) Domestic service performed by students
in local college clubs and fraternities.

(3) Certain close relatives working for
members of family.

(4) Certain students, student nurses, and
interns.

(5) Newsboys under 18.

Certain homeworkers who ar~ not subject to
State licensing laws are excluded as employees
but may be cciered as self-employed persons.

report, on a cash basis and whose annual gross
earnings are over $1,800 may report either
their actual net earnings or, if their actual net
earnings are less than $900, may report $900,
(Pp. 2, 3, 6-7, 43-44, 81.)

(3) Covers self-employed ministers.
Pp. 3, 7-8, 11-12, 42-43.)

(4) Continues exclusion of public officials
and employee newsboys under age 18.

(5) Continues present exclusion; makes clear
that rental income paid in crop shares is
excluded.

(P. 44.)

(6) Excludes certain coal royaltics which are
now covered under the Social Security Act but
excluded under the Internal Revenue Code.

(P. 44.)
Same as present law except:

(1) Covers all fishermen now excluded.
(Pp. 4, 13, 43)

(2) No change.

(3) No change.

(4) No change.

(5) No change.
Homeworkers who are not subject to State
licensing laws are covered on the same basis

as those who are.
(Pp. 4, 12-13, 43.)

§961 J0 SLNAWANINY ALIHAOAS TVIOOF
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" L COVERAGE—Continsed

Item

Present law

* H. R 9368

C. Agricultural workers. ]

D. Domestic workers in
private homes.

.Covers only those who are “regularly ew-
- ployed” by 1 employer and who receive cash
wages of $50 or mure in a calendar quarter
from that employer. In general, after a
farm-worker has worked for 1 employer con-
‘tiovously for an entire calendar quarter, he
is “regularly employed™. in the next quarter
and in succeeding quarters if he works for that
employer on a full-time basis for at least 60
days during the quarter.
The following are specifically excluded from
coverage: ]
(1) Mexican contract workers.

(2) Workers in cotton ginning and gum
naval stores. o

(.8) Noncash remurteration for agricultural
work.

Covers only those workers in nonfarm homes
" who work for a single employer on at least
Mbnmdmpddatlentminenhwages
by that employer during a calendar quarter.

Noncash remuneration is excluded.

Covers agricultural workers who are paid $200 or
momhushmgubyanemployerina
calendar year.

(Pp. 2, 4, 9-10, 38-39.)

(1) No change.
(P. 39.)

(2) Workers in cotton ginning and gum
naval.stores covered as agricultural workers.
(®. 39.) '

(3) No change.

Covers all domestic workers in nonfarm homes
who are paid $50 or more in cash wages by an
employer during a calendar quarter.

(Pp. 4, 10, 37.)

No change. .
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E. Work not in the course
of the employer’s
trade or business.

emment employees.

. -| Noncash rem
F. State and local gov- |

Covers such work if the indi

single employer on st
at least $50 in cash
during a calendar guarter.

Covers State and local go

(except those specified beldw) provided
vidua! Staté enters fnto an ngree;m/e&

Federal Govemment,m .
Following employees are bxcluded: .~

‘works for &
days and is paid
by that employer

D is excluded. - ~
ent empl6

yees
indi-
t with

e —

(1) Employees who aré in pogitions of oovered

under a |State or !local Yetifement
(other

thhn the Wisconsin ‘rdtirement Mi?l)

st the tilne coverage is .ppm:m to
the coverdge group to-which beIOhs
’\ N

Co such work if the individual is paid $50 or
;N“v;w by an employer during a
calendar qua

(Pp. 4, 10-11)
No change.

Samenas present lan‘xoept:
1 N
: N,

i ; \
\‘ e ” \

S AN \(D Makn\eovengd available, by means of
Fedenl-Stlw agreements to employees in posi-
tion3 covered by a Sme or local retirement
sfstem (exotpt policemen and fremen) pro-

~vided\a refefendum is held in which the major-

I ity of eligible employées under the retirement

xsyswmvotemdaﬂi‘st%onhosevoung vote

in Tavor of coversge. In addition employees
whose- positions aye covered by a retirement
system but who sre not themselves eligible for
membership in/the system could be covered
without s reférendum. Employees in positions
which wu!k covered by a retirement system on
the . dste the agreement was made applicable

7-38)

e ) the coverage group but which, by reason of

sction taken prior to the date of enactment of
the bill, are no longer covered by s retirement
system on the date when the agreement is made
spplicable to such services may also be covered

Jan. 1, 1958,

(Pp. 4, 8-9, 45-50.)

without s referendum at any time prior to-
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L COVERAGE—Continued

Item

Present law

H. R. 9366

F. Btate and local gov-

G. Exployees of nonprofit
organizations.

Following employees are excluded—Continued
(2) Individugls employed on work relief
projects. )
(3) Patients and inmates of institutions
who perform work for such institutions.

Employees of certain State and local transporta-
tion systems taken over from private owner-
ship after 1936 are covered compulsorily (oo
Federal-State agroement necessary).

State entering into agreement cannot cover
employees in most occupational groups which
are specifically excluded by general coverage
provisions of the law but has option of
covering any sgricultural workers and students
who are in this category. State also has the
option of covering or excluding employees in
any class of elective position, part-time posi-
tions, and fee-basis positions, and emergency
services.

Covers employees of certain nonprofit organiza-
tions which file a certificate showing that the
organization waives exemption from social-
security tax and that at least % of employees
have signed in favor of coverage, except that
the following employees are specificslly ex-
cluded from coverage:

Same 88 presext law except—Continued
(2) No change.

v (3) No change.
No change.

Same as present law except that State could,
when bringing in groups of employees other than
members of retirement systems, exclude those
in positions covered by retirement systems,
but ipeligible for membership.

(P. 48)

Same as present 1aw execept:
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il. Federal civilian em-
ployees.

(1) Ministers and members of religious
orders.

(2) Persons employed by the organization :
when coversge begins who do not sign the '

original, or a supplen ental, certificate before
the Ist wage report is due.

(3) En ployees of any organization exen:pt :
from incon e tax earning less than $50 in a

calendar quarter.
Covrrs emplovees of the Federal Government

aystem.

(1) Covers ministers and those members of
religious orders who are not required to take
a vow of poverty, provided the employing or-
ganization elects coverage for clergymen and
st least 2/3 of the employed clergymen sign &
certificate indicating that they favor coverage.
(Clerxymen could not be covered unless the
organization covers its lay emplorees also;
separate certificates required for clergymen
and lay employees.)

(Pp. 4. 11-12, 4142, 87-88, 89-90.)

(2) Persons who were in the employ of the
organization when coverage began but who
did not sign the original, or a supplemental,
certificate before the Ist wage report was
due are covered for any quarter after they file
s supplemental certificate.

(Pp. 89-90.)
(3) No change.

: Same as present law except covers emplovees of
and of certain of its instrumentalities who are }
not covere:d under a Federal staff retirement -

all Federal instrumentalities who are not
covered by another retirement system. In
addition specific provisions would cover em-
ployees of Federal home loan banks even
though they are under another ratirement
system, and employees of Coast Guard ex-
changes.
(Pp. 4, 6, 12, 40-41.)

P961 A0 BLNMWANANY ALINADHAS '1VI008
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I. COVERAGE—Continued

Item

Present law

H. R. 9366

H. Federal civilian em-
ployees—Continued

The following categories of Federal employees

are specifically excluded:

(1) The President, Vice President, and
Members of the Congress.

(2) Employees in the legislative branch.

(3) Temporary employees in the field serv-
ice of the Post Office Department.

(4) Temporary census-taking employees of
the Bureau of the Census.

(5) Employees paid cn a contract or fee

(6) Employees whose compensation is
nominal—$12-a-year men.

(7) Patients or inmates employed in Fed-
eral hospitals, homes, or other institutions.

(8) Consular agents in the Foreign Service.

(9) Interns, student nurses, and other
students in Federal hospitals.

(10) Persons employed for emergency work
in disaster situations.

(11) Employees under Fecieral unemploy-
ment relief programs,

The categories of employees listed as being specif-

ically excluded under present law are affected
as foliows:
(1) No change,

(2) No change.
(3) Covered.

(4) Covered.
¢5) Covered.
(6) Covered.

(7) Patients employved in Federal Lospitals,
ete., covered, but inmates of penzi institutions
remain excluded.

(8) This exclusion deleted, but since consular
agents are, by and large, aliens employed out-
side the United States, they would still be
excluded.

(9) No change,

(10) No change.

(11) This exclusion deleted; there are no
employees under Federal relief programs at

(44
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I. Members of Armed
Forces.

J. Railroad employees..__

(12) Certain committee and board mem-
bers.

(13) Persons excluded from the Civil Serv-
ice Retirement Act because they are subject
to another retirement system.

Not covered under the regular contributory
provisions of the program but granted social
security wage credits of $160 per month for
active service in the Armed Forces during
the World War II period (Sept. 16, 1940-
July 24, 1947) and for the postwar period
(July 25, 1947-June 30, 1955). These wage

credits are not given if benefits are payable to

veteran under a Federal program other than
those administered by the Veterans’ Admin-
istration.

Under coordination provisions contained in
Railroad Retirement Act, railroad employ-

ment covered jointly under railroad retirement .

and old-age and survivors insurance. In all
cases except retirement cases in which the
individual had 10 years or more of railroad
employment benefits are payable under one
program or the other based on combined
railroad compensation and old-age and sur-
vivors insurance wages. Provisions for fi-
nancial interchange are such as to place the
old-age and survivors insurance trust fund in
the same position it would have been in if
railroad employment were covered by old-age
and survivors insurance.

present.
(12) Covered.

(13) No change, except members of the
retirement system of the Tennessee Valley
Authority covered.

Same as present law,
(P.6.)

Amendments made to the Railroad Retirement
Act to preserve the present relationship be-
tween the 2 programs; otherwise, no change.

(P. 94.)
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L COVERAGE—Continned

Item

Present law

H. R. 9366

K. Geographical scope.. ..

Wmﬁﬁhmﬁmwumm
Alsska, Hawail, Puerto Rico, and Virgin
Islands regardless of citizénship or residence
except:

(1) Nonresideat aliens engaged in eelf-

employment.

(2) Employees of foreign governments and
their instrumentalities.

(3) Employees of internationa! organiza-
tions entitied O certain privileges under the
International! Organizations Immunities Act.

Coverage in other areas is limited to:

(1) American citizens either self-employed
oremployed by an American employer (except
on vessels and aireraft of foreign registry).

Same as present Iaw.

Same as present Iaw except:

(1) Covers American citizens employed by
an American employer on vessels and aircraft
of foreign registry (pp. 4. 13, 40). In addition
makes coverage available to citizens of the
United States employed outside the United
States by foreign subsidiaries of American cor-
porations under voluntary agreements between
the Federal Government and the parent Ameri-
can company. The domesti¢ corporation could
include some or all of its foreign subsidiaries
in the agreement; it would have to agree to pay
the equivalent of both employer and employee
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taxes on beb:if of the subsidiaries included
(Pp. 4, 12, 51, 81, 91-93).

(2) All persons employed on Ameriean (2) No change.
vessels and aircraft.
IL CREDITABLE EARNINGS
Item Present law H. R. 9366
All remuneration for services in covered work is | Same as present law exocept:

covered except:
(1) Earnings in excess of $3,600.

(2) Certain types of payments for retire-
ment and payments under a plan or system
providing benefits on account of sickness or
accident disability, ete.

(3) Sick pay under certain circumstances.

(4) Payment by the employer of the em-
ployee tax under the Federal Insurance Con-
tributions Act or under a State unemploy-
ment compensation law.

(1) Earnings in excess of $4,200, rather than
earnings in excess of §3,600 as in present law,
are excluded, effective Jan. 1, 1955.

(Pp. 4, 14-15, 71, 84.)

(2) No change.

(3) No change.
(4) No change.

901 40 SINANANANY ALIMNDAS 1VIOOS
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I INSURED STATUS

Present law

H. R. 9366

1 quarter of coverage (acquired at any time after
1936) for every 2 calendar quarters elapsing
after 1950 (or after quarter in which age 21
wag attained, if Iater) and before quexter of
death or attainment of age 65, whichever first
ooours. For persons who died before Sep-
tember 1950, elapsed time is counted from
1936. Minimum requirement 6 quarters of
coverage; maximum 40.

Fully insured status qualifies for old-age, de-
pendents, and survivors benefits; both fully
and currently insured status required for
dependent husbands’ and dependent widowers’
benefits.

6 quarters of coverage within 13 quarters ending
with quarter of death or entitlement to old-age
insurance benefits (defined as primary insur-
ance benefits before 1950 amendments).

See sec. IX for preservation of benefit rights of
permanently and totally disabled. Otherwise
same as present law except:

(1) As alternative to present requirements.
Individual fully insured if he has quarters of
coverage in all quarters after 1954 and before
July 1958 or, if later (i) the quarter of death or
(ii) attainment of age 65, whichever occurs
first.

(Pp. 8; 21-22; T7-78.)

(2) Deaths before Sept. 1. 1950. For pur-
poses of survivor benefits (other than for
widower or former wife divorced), individual
who died before Sept. 1, 1950, with at least 6

. quarters of coverage is fully insured.
(Pp. 5; 78.)
Same as present law.

Adds point of determination: quarter of st eligi-
bility for old-age insurance benefits. (See
sec. VIL.)

(Pp. 69-70.)
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C. Quarter of coverage
defined.

Currently insured status qualifies for child’s,
widowed mother’s, and lump-sum benefits.
(1) Quarter i which individual received at
Jeast $50 in wages or was credited with at

least. $100 of self-employment income.

(2) Each quarter in any calendar year in which
wages.are $3,600 or more and each quarter in
a taxable year in which combined wages and
self-employment income equal $3,600.

(3) 4 quarters of coverage credited for minimum
$400 of self-employment income for year.

(4) No quarter counted as quarter of coverage
before it begins, or after the quarter of death.

Same as present law.

(1) Same as present law.

(2) After 1954, each quarter in any calendar year -

in which wages are $4,200 or more, and each
quarter in a taxable year in which combined
wages and self-employment income equal
$4,200.
(P. 71.)

In addition, provision made for crediting quarters
of coverage on the basis of annual amounts of
wages received for agricultural labor as follows:
$400 or more paid in a calendar year, credited
with 4 quarters of coverage; $300 to $399.99,
credited with 3 quarters of coverage; $200 to
$299.99, credited with 2 quarters of coverage.
{Agricultural wages of less than $200 from an
employer not covered.)

(Pp. 10, 38-39, 78.)

(3) Same as present law.

(4) Same as present law.
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IV. BENEFIT CATEGORIES

Present law

H. R. 9366

Payable at age 65 and over to fully insured
individual,

Payable to wife of old-age beneficiary if at least
age 65 or regardiess of her age if she has in
her care a child entitled to benefits on her
husband’s record.

Payable to dependent husband of old-age benefi-
ciary at age 85 or over if wife currently insured
at time of her entitlement and she was fur-
nishing half his support.

Payable to unmarried child under age 18 of old-
age beneficiary or of individual! who died
either currently or fully insured, if child
deemed dependent or such person.

Payable at age 65 or over to widow of fully
insured worker.

Payable at age 65 or over to dependent widower
of woman who died both fully and currently
insured, if she was furnishing at least half his
support.

Payable to widow or former wife divorced of
worker who died either fully or currently
insured, if she has in her care an entitled
child of the worker. Former wife divorced
must have been receiving half her support
from deceased pursuant to court order or

No change.

No change

No change

No change.

No change.

No change.

No change.
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agreement, and the child must be her child
entitled to benefits on the former husband’s
wage record.

Payable at age 65 or over to parent of deceased
fully insured worker, if worker had furnished
half or more of parent’s support, and was not
survived by widow, widower, or child eligible
for benefits on his record.

Payable on death of fully or currently insured
worker to widow or widower living with the
worker at the time of his death, or if no such
spouse survives, as reimbursement for funeral
expenses, irrespective of the payment of
monthly benefits,

No change.

No change.

V. BENEFIT AMOUNTS

A. Average monthly wage.

In general, an individual’s average monthly
wage for computing his monthly old-age in-
surance benefit amount is determined by
dividing the total of his wages and sell-
employment income after the applicable start-
ing date and up to the applicable closing date,
by the number of months involved. Starting
dates may be 1936, 1950, or if later, the
quarter of attainment of age 22. Closing
dates for wages may be 1st day of 2d quarter
preceding quarter of death or entitlement to
benefits, whichever first occurred. Where
either event occurred after individual first

Generally the same as present law, except for the
dropout of low years—see C below—and for
technical amendments to provide standard
annual starting and closing dates for periods
over which average monthly wage is computed.
Special midyear closing date in 1956 permitted
for deaths or entitlements in that year, if in-
dividual has 6 quarters of coverage after 1954.
Also see the provisions in sec. IX preserving the
benefit rights of permanently and totally dis-
abled persons.

(Pp. 13, 14, 53, 54, 61-62.)
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V. BENEFIT AMOUNTS—Continued

Item

Present law

H. R. 9366

A. Average monthly wage

—Continued

B. Benefit formula

Generally the same as present law, except for the
dropout of low years—Continued

became eligible for benefits, alternative closing
date of 1st day of- 2d quarter before the
quarter of first eligibility may be used if that
will yield a larger benefit. Special closing
dates are applicable for self-employment in-
come. The closing date used {or the divisor is
the Iater of the wage and self-employment
income closing dates.

The applicable starting and closing dates used
are those which yield the highest benefit
amount. The minimum divisor is 18 months.
(The average monthly wage is reduced under
this method of computation for periods in the
elapsed time when the individual is not’in
covered employment.)

An individual may have his benefit computed
under the following methods provided he
meets the conditions therein prescribed. If
more than 1 method is applicable, the 1
ylelding the higher benefit amount will be
used

.

(1) 55 percent of the first $100 of average

monthly wage plus 15 percent of the next $200,

based on average monthly wage after 1950,
or after age 22, if later. (Formula provided

After the close of the month following the month

of enactment, an individual may have his bene-
fit computed under the following methods
provided he meets the conditions therein pre-
scribed. If more than 1 method is applicable,
the 1 yielding the highest benefit amount
will be used.

(Pp. 4-5, 52-58.)

(1) 55 percent of the first $110 of average

.monthly wage plus 20 pereent of the next $240,

based on average monthly wage after 1930, or
after age 22, if later.
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C. Dropout of low years. .

by 1952 amendments.)
Condition: 6 quarters of coverage after
1950.

(2) 1939 benefit formula (40 percent of 1st
$50 of average monthly wage plus 10 percent
of next $200, plus 1 percent of the sum thus
obtained for each year of coverage prior to
1951, based on average monthly wage ~fter
1936). The amount obtained is increa. ! by
the conversion table in present law. See D
below.

No provision,

(Pp. 4-5, 16.)

Conditions:

(a) 6 quarters of coverage after June
1953, or

(b) First eligible for old-age insurance
benefits after effective date, or diesafter effec-
tive date and before eligible for old-age
insurance benefits, provided he bas 6 quar-
ters of coverage after 1950.

(2) (@) 1952 benefit formula (sce present
law (1)) with benefit amount increased through
conversion table in the bill.

Condition: 6 quarters of coverage after 1950.

(b) 1932 benefit formula (sece present law (2))
with benefit amount increased through conver-
sion table in the bill.

(Pp. 53, 54-57.)

In computing average monthly wage under (1)
and (2) (h), abov. up to 4 years (5 years, if
individual has 20 quarters of coverage) of
lowest (or no) carnings may be dropped. To
be eligible for a dropout under (2) (b) must
meet conditions specified in (1) (b) above,
except the one relating to 6 quarters of coverage
after 1950.

(Pp. 13-14, 15, 54.)

The dropout provision is also applicable to bene-

fit recomputations under certain circumstances
after the effective date.
(Pp. 58 ff.)

$961 40 SLNIWANIWY ALINADAS 1VIOOS
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V. BENEFIT AMOUNTS—~Continned
Tance 1.—IRustrative monthly densfits for individual retiring in the future and for his wife under eristing law and H. R. 9386

ASSUMING LEVEL EARNINGS AFTER 1960

Average mol;tbly wage Present law H. R. 9366
Onbasisof | Withdrop- | ginge Married ! Stngle Married !
$50 $50 $27.50 1841, 30 4 $32. 50 4 $48 80
100 100 55. 00 180, 00 4 60. 00 490. 00
150 150 62. 50 93. 80 68. 50 102. 80
200 200 70. 00 105. 00 78. 50 117. 80
250 250 77. 50 116. 30 88. 50 132 80
300 300 85. 00 127. 50 98. 50 147. 80
350 - 350 ® ® 108. 50 162 80

29
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" ASSUMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DRGPOUT PROVIDED IN BILL

$50 $70 $27. 50 3 $41. 30 $38. 50 4 $57. 80
100 120 55 00 3 80. 00 62. 50 93. 80
150 170 62. 50 93. 80 72. 50 108. 80
200 220 70. 00 105.00 82. 50 123. 80
250 .270 77. 50 116. 30 92. 50 138. 80
300 310 85. 00 127. 50 100. 50 150. 80
350 350 ® ® 108. 50 162. 80
! With wife aged 65 or over.

2 80 percent maximum may not reduce benefits below $45.
3 Reduced to 80 percent of average monthly wage.
¢ These amounts produced by the 1952 benefit formula and conversion table; with level average monthly wage amounts
below $130, arrounts are higher if the conversion table is used. Benefits not reduced below 1} times primary insurance amount
by operation of 80 percent maximum.
. 5 Present law includes earnings only up to $300 & month.
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V. BENEFIT AMOUNTS—Continued

Tases 3.—IQustrative benefit amounts for survivors of insured individuals under existing law and those qualifying in the future under
H. R. 9368

ASSUMING LEVEL EARNINGS AFTER 1050

Average | Aged Widow or | Widow and 1 child * | Widow and 2 chitxn| Widow and 3 children
heealy | wae ‘
Tage wi Present | H.R. | Present | H.R. | Present | H.R. Present
dropout | o 9366 law 9366 law 9366 law H. R. 9368
$50 $50 | $20.70 [5$30.00 |¢$41.30 [5%$48.80 [4$45.00 [5$50.00 | ¢$45.00 | *$50.00
100 100 | 41.30 | *45.00 | 80.00 |7%90.00 | ¢80.00 |7%90.00 +80.00 | 7*50,00
150 150 | 46.90 | 51.40 | 938 | 10280 |*120.00 [¢120.00 | ¢120.00 | +120.00
200 200 52. 50 58. 90 105. 00 117. 80 140. 00 157. 20 ¢ 160. 00 ¢ 160. 00
250 250 | 5820 | 6640 | 116.30 | 13280 | 155.00 | 177.00 | 16880 | °200.00
300 300 | 6380 | 7390 | 127.50 | 147.80 |+168.80 | 197.00 | 16880 | 9200.00
350 350 ® sL40 | ™ 162 80 ® |%200.00 ® + 200. 00
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ASSUMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DROPOUT PROVIDED IN BILL

$50 $70 $20.70 |3$30.00 |*$41.30 |7$57.80 |¢$45.00 |7$57.80 4 345. 00 7 $57.80
100 120 41.30 46. 90 ¢ 80. 00 93.80 | ¢80.00 ¢ 96. 00 ¢ 80. 00 ¢ 96. 00
150 170 46. 90 54. 40 93. 80 108.80 |¢120.00 |*136.00 ¢120. 00 ¢ 136. 00
200 220 52. 50 61. 90 105. 00 123. 80 140. 00 165. 00 ¢ 160. 00 ¢ 176. 00
250 270 58.20 69. 40 116. 30 138. 80 155. 00 185. 00 $168. 80 $ 200. 00
300 310 63.80 75. 40 127. 50 150.80 | *168.80 | ®200.00 3 168. 80 $ 200. 00
350 350 ® 81. 40 ® 162. 80 ® 8 200. 00 ® $ 200. 00

t Also single surviving parent or child.

2 Also 2 aged parents.

3 Application of $30 family minimum.

¢ Application of 80 percent maximum may not reduce benefits below $45.

s Application of 80 percent maximum may not reduce benefits below $50.

¢ Reduced to 80 percent of average monthly wage.

? Application of 80 percent maximum may not reduce benefits below 13 times primary insurance amount.

8 Dollar maximum on benefits.

* Maximum average wage under present law is $300.

*These amounts produced by the 1952 benefit formula and the conversion table; with level average monthly wage amounts
below $130, the benefit is higher if the conversion table is used.
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V. BENEFIT AMOUNTS—Continued

Item

Present law

H. R. 9366

D. On rolis prior to effeo-
tive date.

(1) For persons on rolls prior to 1952 amend-
ments whose benefits were computed under
1939 formula, primary insurance amount was
determined by means of a conversion table.
Examples of the increase in benefits resulting
under the conversion tabl¢ are shown below:

If primary insurance bene- The present pri-
fit under 1939 law was— mary insurance
amount is—
$25. 00
35. 00
42,00
52.40
60. 80
66. 60
72. 00
77.10

(2) Dependents given proportionate increases,
subject to family maximuro provisions.

(1) Retired workers on the rolls prior to the
effective date of the bill, whether their primary
insurance amount was computed by the benefit
formula in present law or through the old con-
version table, will have their benefits for months
following the month after month of enactment
increased by a new conversion table as shown
below:

If present primary insur-
ance amount is—

New primary insur-
ance amount
would be—

$30. 00
40. 00
47. 00
57.40
66. 30
73.90
81. 10
88. 50
93. 1Q
98. 50

(2) Dependents given proportionate increases,
subject to family maximum provisions.
(P.18.)
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E. Mipimum primary in-
surance amount.

F. Maximum family ben-
efita.

G. Dependents’ and sur-
vivors’ benefits.

1. Wife or husband of

old-age benefici-

ary.

2. Child of living old-
age beneficiary.

3. Widow, widower,
former wife di-
vorced, or par-
ent of deceased
insured person.

4. Child of deceased
insured person.

5. Lump-sum death
payment.

25

(1) The maximum smount payable on a single
wage record is the lesser of $168.75 or 80 per-
cent of the insured po.son’s average monthly
wage. The 80-percent limitation, however,
cannot reduce the total family benefits below
$45.

(2) Reductions necessary to bring total family
benefits within the applicable limitations are
made proportionately against all benefits ex-
cept the insured worker’s benefit, which is
never reduced.

(Subject to maximum limitations or total family
benefits.)

% of primary insurance amount.

¥ of primary insurance amount.

% of primary insurance amount.

If only 1 child is entitled, 3; of primary insurance
amount. If more than 1 child entitled, each
child gets ¥ of primary insurance amount
plus an equal share in an additional ¥ of
primary insurance amount.

3 times the primary insurance amount.

$30, after month following month of enactment.
(Pp. 5, 55.)

(1) Dollar maximum raised to $200. The 80-
percent maximum cannot reduce total family
benefits below the larger of $50 or 1% times
the primary insurance amount.

(Pp. 5, 18, 62.)

(2) Same as present law.

(Subject to maximum limitations on total family
benefits.)
Same as present law.

Same as present law.

Same as present law, except minimum benefit is
$30 if individual is sole beneficiary entitled.
(Pp. 5, 18, 65.)

Same as present law, except minimum is $30 if &
child is sole beneficiary entitled.
(Pp. 5, 18, 65.)

Same as present law, except that statutory maxi-
mum of $255 is provided.
®p. 5, 20, 65.)
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V. BENEFIT AMOUNTE—Continued

"Item Present law H. R. 9366
H. Retroactive applica- | Benefits payable retroactively for 6 months | Retromctive period extended to 12 months for
prior to month of application. application filed after month following month

tion for benefits.

L Raeompuhtiono(beﬁo—
fits after entitlement.

Recomputation to take account of wages earned
in 2 quarters preceding quarter of entitlement
or death, (Initial computation based on
earnings up to the second quarter preceding
the quarter of death or entitlement—begin-
ning of lag period.)

Recomputation of benefit rate if individual has
6 quarters of coverage after 1950 and 12 bene-
fi{ suspensions on account of work within a
3-year period after August 1950 and after last
computation or recomputation.

Individuals age 75 and over with 6 quarters of
coverage after 1950 eligible for 1 recomputa-
tion to base benefits on earnings since 1950.

i
1

of enactment (but period may not extend back
further than 5 months prior to month of
enactment).
(Pp. 71-72.)

Recomputation to take account of earnings in
year of death or entitlement.
(Pp. 54, 59, 61.)

Recomputation if individual has 6 quarters of
coverage after 1950 and $1,000 of earnings in
calendar year after 1953 and after individusl’s
Iast computation or (with certain exceptions)
recomputation. Applies also for beneficiaries
age 75 and over.

(Pp. 5-6, 25, 58.)

Restriction deleted.
(P. 26.)
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VL RETIREMENT TEST

1. Applies only to covered work.

2. Separate tests for employed and self-employed
persons,

(a) Employed persons:

No benefit is payable to a beneficiary
under age 75 (or to any dependent draw-
ing on his record) for any month in which
he earns wages of more than $75 in
covered employment.

Penalties imposed for failure to report
wages of more than $75 prior to accepting
a benefit for the 2d month following the
month in which the earnings occurred.

(b) Self-employed persons:

1 month’s banefit is withheld from the
beneficiary under age 75 (and from any
dependent drawing on his record) for
each unit of $75 (or fraction thereof) by
which annual covered net earnings ex-
ceed $900. However, benefits are not
withheld for any month in which the
self-employed person did not render “sub-
stantial services” in a covered trade or
business.

1. Applies to noncovered as well as to covered
work.
(Pp. 5, 21, 65-69.)

2. Same annual test of earnings for both employed

and self-employed persons.
(Pp. 5, 20-21, 65, 66-69.)

1 month’s benefit withheld from the ben-
eficiary under age 75 (and from any dependent
drawing on his record) for each unit of $80 (or
fraction thereof) by which annual earnings
from both covered and noncovered employment
and self-employment exceed $1,000. However,
benefits not withheld for any month during
which the individual neither rendered services
for wages in excess of $80 nor rendered sub-
stantial services in a trade or business.

$961 JO SINIWANINY ALIHADES 1VIOIOS
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V1L RETIREMENT TEST—Continued

Itemn

Present law

H. R. 9366

2. Separate tests for employed and self-employed
ved

()7 Belf-employed persons—Continued

Where the taxable year is less than 12
months, the basic exempt amount is
reduos in proportion to the number of
months in the taxable year. -

- Beneficinries required to file annual
reports of net earnings from self-employ-
ment in excess of $75 times the number
of months in the year. Reports must be
filed on or before the 15th day of the 3d
month following the close of the year.
Penalties imposed for failure to file
timely reports.

Estimates of net earnings (and other
irformation) may be requested from the
beenficiary during the course of the year.

‘Temporary suspensions of benefits may
be made during the course of the year,
until it is determined whether deductions

apply-

3. No test for noncovered work outside the
United States.

2. Same annual test of earnings for both em-
ployed aud self-employed persons—Continued

Where the taxable year is less than 12
months, the basic exempt amount is reduced
in proportion to the number of -months in the
taxable year.

Beneficiaries required to file annual reports
of earnings in excess of $1,000, or the propor-
tionate amount for taxable years of less than
12 months. Penalties imposed for failure to
file timely reports of earnings, unless the failure
to file on time was for “good cause.”

Estimates of earnings (and other informa-~
tion) may be requested from the beneficiary
during the course of the year.

Temporary suspensions of benefits, similar
to those now applicable to the self-employed,
may be made during the course of a year until
it is determined whether deductions apply.

These provisions effective for taxable years
beginning after 1954.

3. Test for noncovered work outsidesthe United
States.

Deductions made from the benefits for any
month_in which a beneficiary under age 75

ina d remunerative activity

$961 30 SINIWANINY ALINADIS TVIO0s



4. Benefits are not suspended because of work or
earnings for months during which the bene-
ficiary is age 75 or over.

(whether employment or self-employment) out~
side’the UnitedStates on 7 or more calendar
days. If deductions are made for any month
for this reason, deductions also made from
the benefits of any dependent drawing benefits
on the basis of the individual’s wage record.
(Pp. 5, 21, 65, 66, 69, 70.)

Penalty provisions apply to failure to make
timely reports of work on 7 or more days,
unless the failure to report on time was due to
[/ um."

Provisions effective for months after Decem-
ber 1954.

4. Same as present law.
(Pp. 65, 66.)

VIL. DEDUCTIONS FROM BENEFITS OF DEPENDENTS AND SURVIVORS RESIDING ABROAD

No provision.

Benefits for dependents and survivors not pay-
able for months beneficiary resides outside
United States, unless (a) beneficiary met cer-
tain requirements as to prior residence in the
United States, or, (b) insured person on whose
record the beneficiary is entitled was cur-
rently insured at death, first eligibility for old-
age insurance benefits or at entitlement on
basis of military service wage credits or
covered earnings outside the United States,
(Pp. 5, 24, 25, 69, 70.)

¥961 A0 SINTWANINY XLIYNDIS 7IVIOOS

19



VIIL. DISQUALIFYING PROVISIONS

Item Present law H. R. 9366
A. Earnings during un- | No provision. Earnings during periods of unlawful residence as
lawful residence in determined by the Attorney General shall not
United States. be used in determination of insured status or
benefit amount.
(Pp. 5, 25, 76-77.)
B. Termination of bene- | No provision. Benefits payable on individual's record would be

fits upon deporta-

tion.

terminated upon notification by the Attorney
General of the individual’s deportation because
of illegal entry, conviction of a crime, or sub-
versive activity.

(Pp. 5, 25, 77.)

IX. DISABILITY “FREEZE”

A. Effect of provision

No provision.

(NoTe.—An inoperative provision similar
to disability freeze in H. R. 9366 was in-
cluded in sec. 3 of Public Law 590, Social
Security Act amendments of 1952.)

When an individual for whom a period of dis-
ability has been established dies or retires his
period of disability will be disregarded in
determining his insured status and in figuring
any benefits due him or his family.

The dropout provision (see sec. V C) will apply
after a period of disability has been excluded
from consideration.

(Pp. 22-24, 72-76.)

29
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B. Eligibility require-

ments,

C. Effective dates_..____.|

(1) An individual must be precluded from engag-
ing in any substantially gainful activity by
reason of & physical or mental impairment.
The impairment must be medically determin-
able and one which can be expected to be of
long-continued and indefinite duration or to
result in death. An individual is disabled,
within the meaning of the law, if he is blind as
that term is defined.

(Pp. 23, 73.)

(2) A period of disability cannot be established
unless it has lasted at least 6 full calendar
months.

(Pp. 23, 74.)
(3) To be eligible for the freeze, an individual

must have acquired at least 20 quarters of -

coverage out of the last 40 calendar quarters
ending with the quarter in which the period
of disability begins. In addition he must have
acquired 6 quarters of coverage out of the last

13 calendar quarters ending with the quarter .

in which the period of disability begins.
(Pp. 22-23, 74.)

(4) He must be alive and stil! disabled at the time
application for a disability freeze is filed.
(Pp. 24, 74.)

(1) Jan. 1, 1955, is the 1st day on which a dis-
ability “freeze” application may be accepted.
The individual must be alive, however, on
July 1, 1955, to establish a period of disability.
(Pp. 24, 74))
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IX. DISABILITY *“FREEZE’—Continued

Item

Present law

H. R. 9366

C.—Eftective dates—Con-
tinued

(2) July 1955 is the 1st month for which an in-
dividual can be paid a benefit computed with
the exclusion of a period of disability.

(Pp. 24, 76.)

(3) All applications filed before July 1, 1957, are
fully retroactive, insofar as the start of a period
of disability is concerned, i. e., the period of dis-
ability extends from the earliest date on which
the individual was disabled and met the quar-
fer: of coverage requirements described in
B (3).

(Pp. 24, 74.)

(4) For applications filed after June 30, 1957,
retroactivity of the period of disability is
limited to 1 year.

(P. 74.)

(1) The Secretary is directed to enter into con-
tractual agreements under which State voca-
tional rehabilitation agencies or other appro-
priate State agencies will make determinations
of digability.

(Pp. 23-24, 75.)

(2) The Secretary is authorized to make deter-
minations of disability for individuals who are
not covered by State agreements.

(Pp. 24, 76.)
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E. Administrative ex-
penses.

F. Rebabilitation_ ...

G. Military service credits
and railroad ocom-
pensation.

(3) The Secretary may, on his own motion,
review a State agency determination that a
disability exists and may, as a result of such
review, find that no disability exists or that
the disability began later than determined by
the State agency.

(Pp.75-76.)

(4) Any individual who is dissatisfied with a
determination, whether made by a State
agency or by the Secretary, has the right to a
hearing and to judicial review, as provided in
present law.

(P. 76.)

Appropriations are authorized from the trust
fund to reimburse State agencies for necessary
costs incurred in making disability determi-
nations.

(P. 76.)

The policy of Congress is stated that disabled
persons applying for the disability freeze be
promptly referred to vocational rehabilitation
agencies for necessary rehabilitation services.
(P. 76.)

Technical amendments are included to permit
using (a) wage credits for service in the Armed
Forces and (b) railroad compensation, for pur-
poses of determining an individual eligibility
for a period of disability.

(Pp. 74, 75.)
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X. FINANCING
Item Present law H. R. 9366
A. Maximum taxable | $3,600 a year $4,200 & year after 1954,
amount,
B B Self- Self-
Years Emp Ewmploy P Years Employee Emploger employed
B. Tax rates 1951-53 1%9% 14%  2%% | 1951-53._____..... Same as present law.
1954-59. . .. 2 2 3 1954-59 . oo Same as present law.
106064 _ .. ___... 24 21 3% 1960-64. . __.____. Same as present law.
1065-69.._ o cce—nn 3 3 44 1965-69- o - oo Same as present law.
1970 and thereafter. 3% 3% 4% 1970-74. ... 3U% 3U% 54D
1975 and thereafter. 4 4 6
(Pp. 6, 26-35, 90-91.)
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PUBLIC ASSISTANCE

Item

Present law

H. R. 9366

A. Temporary extension
of 1952 matching
formuia.

B. Temporary extension
of special 1950 pro-
visions relating to
State aid-to-the-
blind plans.

Temporary increase in Federal matching shares
for State public assistance programs expires
Sept. 30, 1954.

Under such temporary increase, formula for old-
age assistance, aid to the blind, and aid to the
permanently and totally disabled is 4 of the
1st $25 plus ¥ of the remainder up to a max-
imum of $55.

Under such temporary increase, formula for aid
to dependent, children is % of the 1st $15 plus
% of the remainder within individual max-
imums of $30 for the adult, $30 for the 1st
child, and $21 for each additional child in a
family.

Temporary provision for approval of certain
State plans for aid to the blind which do not
meet requireiments of clause 8 of sec. 1002 (a)
of Social Security Act expires June 30, 1955.

Expiration date postponed until Sept. 30, 1955.
(Pp. 6, 35-36, 93.)

Expiration date postponed until June 30, 1957.
(Pp. 6, 36, 93.)

¥961 J0 SILNIWANEWY XLIHNADES VIOO0S

L9



a8 SOCIAL BECURITY AMENDMENTS OF 1034

The Cuatiman. At thiz point in the record we will include the
report of the Burcau of the Budget on H, R, 9300, :
(The report referred to follows:)

HXxcutive Orricek or Tux PrRERIDENT,
Junkan or Tnr Rupakr,
Washington, D. C., June 29, 1954,
Hon, Evanne D, Muwsnan,
Chairman, Commilice on Finance,
United States Senate, Washington, D. C.

My Dean Mr. Cuamenan: This will acknowledge your lotter of Junoe 4, 105¢
requosting the views of the Burcau of the Rudget on . R. 0306, a bill to mnond
the Social Security Act and the Internal Rovenuo Code so aa to extend coverage
under tho old-agoe and aurvivors insuranco program, tnerease the benefits pavable
thercunder, preservo the insurance rights of disabled ndividuals, and fnerense
the amount of cariinga permitted without loas of benefits, and for other purposes.

Yho bill would extend thoe coverage of the OAS] program to approxhmately 10
million jobs not now covered. Tho matn groupa that would be brought in are
sclf-employed farm oporators, casual farm and domestio workers, numerous pro-
foanional 5mum. and, on an optional haalx, cmplovecs of State and local govern-
menta and miniatera and members of roliglous orders,  In addition, the B pro-
videa for an {norcase in benefita averaging n”roxhuutol $0 A month and rafses
the maximum and the minimum bonefit. It inercases the total annual carnings
on which benefits would be computed and contributions pald from $3,600 to $4,200
It would permit exclusion of the loweet & yoars of earnings in computing bennfits,
thua proteoting wage carners agatnat seduiced benetits by roason of {llness or un-
omployment over a perlod of several years, and also allowing newly covered
groups to got benofits after the requialie & quartera of coverage without being
penalized for falluro to contributo to the (Pronmm rior to 1085,

In tho case of the disabled, the period during which an individual was under an
extended total dirability would be exetuded in determining both hix fusursd status
and his benefit amount.,  In the caso of retired poople, the limitation on outxido
oarnings would ho rafsed from 875 & month to $1,000 & year. Scveral other
0 ) ?f ?ﬂnzllatl\'oly techunical character, wonld also be accomplished hy the
pro) oglalation, .

hese amendinenta would carry out the olv{gvll\'os ret forth by the Presidont in
his rpecial meakagoe to the Congreas undor date of January 14, 1054, In his mea.
sago, the Preaident atated that during the past year his administeation had aub.
jooted the Foderal social sccurity avatem (o an intensivo study which had reveated
ocertain limitations and fnequition in tho law which shonld bo corrected,  Specifi-
cally, the providons recommended by the Prealdent were oxtension of coverage,
liberalisation of tho retiroment test, incrvased henefits, provision of adiditiona
benefit aredits through rajaing the wage base to 84,200, a fair basia for computing
benefita through elimination of the loweat 4 yoars of carnings, and the protection
of tho benofit rights of tho diaabled through preservation of these righta during
periods of unem Ioi'mem by reason of disability,

All of theso l}:ﬂe dontial objectives would bo carried out by the proposed hill
and {ts enactment would oatablish the »oclal socurity ayatom on & mare compre-
hensive, more oquitable, and more adequate baals,  Accordingly, the Hureau of
the Budget recommends the cnactment of the portions of 1. R, 9360 which per-
tain to the Old-Age and Survivors Insurance program,

Title 111 of the bill would oxtend for I yoar tho exiating temporary increases in
the Fodoral matching ahare  In his social sceurity m o of January 14, 1034,
the President recommended a baalo revision of the publio asalatance matohing
provialons In order to coordinate the program with old-ago and survivorm inauranco
and ocstablish ita financing on a sounder baala, 1. §R. 7200 was introduced in the
House to carry out theee recommendations,  Thoe Bureau of the Budget therefore
moommenda the enactment of rmvlnlons such as those contained in I, R, 7200

proference to the extenalon of the preeont matehing provisiona,

Binoerely youre, .
Doxate R, Bercnkn,
, Asaistant Direclor,

(The report of the Deopartment of Agricufturo, which was sube
sequently sp:bmiuad, appogrs on p. 741.)
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The Cuateman. | am glad to seo you, Madam Secrotary, | hope
wo have a larger attendance here Inter, but it is & very busy day.

Seeretary Honuv, 1 realize that, Mz, Chaitman,

The Chaseman. Proceed to take you own time and to it in your
OWR Way,

STATEMENT OF OVETA OULP HOBBY, SECRETARY, DEPARTMENT
OF HEALTH, EDUCATION, AND WELFARE

Secretary Honny, Mr, Chairman, before proceeding with my pre-
R;\rml statement, 1 ghould like to indieate for the record that Mr,

olson A, Rockefeller, Under Secretary, and Mr, Victor Christgau
Dircctor of the Bureau of Old-Age and Survivors Iusurance, will
participate in the presentation of our testimony.

1 would also like to take this epportunity to introduce to you tho
Commissioner of Social Security, H r. John W, Tramburg,

Also present, o assist in answering technieal questions are Mr,
Robert M., Ball l)ollml\' Director, Buresu of Old-Age and Survivors
Insurance, and Mr. Robert J, Myerm, Chief Actuary, Social Security
Administration,

I appreciate this opportunity to testify on the social sceurity
program, and the recommendations made in the President’s special
measage of Janunry 14 for improven:ent of the program,

l)urmq the past year the Department conducted an intensive
study of both the old-nge and survivors insurance and public assistance
programs, with the objective of developing recommendationa to im-
prove these \m\gmms to meot more adequately the present-day
needs of the American people, 1. R, 9366, passed by the House of
Ropresentatives on June 1, very subetantinﬁly carries out the Presi-
dent’s recommendations as they affect OASI and some aspects of the
interrelationship of the two programs,

Social security has become one of the everyday phrases in the
American language. Most people mean by social security the
Fedoral systom of old-nge and survivors insurance. For millions
this program spolls the hope of a sccure basie income in future old
age.  For millions also, it provides the present assurance that in caso
of tho death of the family breadwinner money will be coming in to
koep the home intact. Old-age and survivors insurance, as the
Preaident has said, is tho “cornerstone of the Govornment’s programs
to promote the economice security of the individual.”

ofore disoussing tho specifie provisions of I. R, 0366, I would
like to have Mr, 6hristgau prosent (o E‘fvou some background charts
that will recall the nature and relationship of theso programs.
- Mr. Christgau——
(The chart entitled “U. 8. Population, June 1054" follows:)
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STATEMENT OF VICTOR CHRISTGAU, DIRECTOR, BUREAU OF
OLD-AGE AND SURVIVORS INSURANCE

Mr. Crrisraav. Mr.  Chairman, this first chart is an orientation
chart depicting the population of the United States in June 1954 by
age groups in terms of millions of people. There are 14 million
persons 65 years and over. In the age group 18 to 64 there arc
95 million people, and in the group 18 and under there are 54 million.
You will note these cross-hatches here indicate i)aid employment and
you will see that there is a rather substantial group still working
after the age of 65.

The CHAIRMAN. Those over 65 who are working is the cross-
hatching? How many are there?

Mr. Curisteau. About 3 million. The homemakers are wives of
the workers and they are protected during the lifetime of the worker
by survivors insurance.

Senator CARrLsoN. Mr, Chairman, before we leave that, could you
tell us how many in that age group of 65 and over are eligible for

OASI paymenta?
Mr.mns. About 6.7 million,
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Mr. Barn. About 5 million actually recciving them, The other
1.7 ll\x‘xillion would get it if they stopped working, but they are still
working.

Secrctary Hosny. In relation to that question, I think the Senator
might be interested in knowing the average ago of retirement, even
though they aro entitled to retire at 65.

Tho average age is about 69,

The Cuairman. That is an interesting figure.

(The chart entitled “Incrcase of Aged Population” follows:)

0AS]
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' 1950 -2000°
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Mr. Curisteavu, This chert shows how the aged population is
increasing (from 1950 to 2000) in terms of millions of persons over 65.
You will note down here in 1954 there are approximately 14 million
aﬁed. They will keep on increasing in total numbers, and by 1975
they will reach a figure cf about 20 million. Going to the ycar 2000,
it is estimated that there will be 27 million aged.

Not only are they increasing in total numbers, but also they are
increasing in terms of percentage of the total population. In 1954,
8 percent of the total population of 163 million was 66 years and over.
In 1975 the percentage will increase to 11 percent, with a total popula-
tion of 191 million. By the year 2000 it is estimated that it will in-
crease to 12 percent out of a total of 228 million.

(The chart entitled ‘“Income Maintenance Programs’ follows:)
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Mr. Chairman, the next chart will give you a quick reviow of tho
incomoe maintenance programs and the manner in which the Govern-
ment is handling tho problem of tho aged. On the left you have the
old-age and survivors insurance program and on the right, public
assistanco.

You will note that ono distinguishing differenco is that old-age and
survivors insurance is entirely a Federal program, financed by a pay-
roll tax. In tho fiscal year 1954 that tax will yicld approximately
$4.7 billion. The tax is borne equally by employees and cmployers
and now is 2 percent of the first 83,600 of a8 wago carners’ covered
earnings. [t is 3 percent for the self-emploved. This revenuo goes
into the Treasury, and from there into tho OAS! trust fund. Benefits
are paid out of tho trust fund, and arv based on a fornula established
in the law. The benefit formula is applied to the average monthly
carnings of the worker during the years in which ho is in covered
employment. Benefit payments go principally to aged workers and
their dependents and to the surviving children, widows, and depend-
ent parents of deceasod workers.

On the other hand, wo have tho public-assistanco progrem which
as you will recall, is financed by a combination of Federal, State, and
local revenues. The total cost in fiscal 1954 out of the genoral
revenue funds is approximately $2.5 billion. Of that $2.5 billion, the
Federal sharo is approximately $1.4 billion, '

Senator MarTIN. Mr. Chairman, could I ask a question?

The CuatrMaN. Senator Martin, ‘

Senator MagrTIN. Do you have a breakdown of that figure; local
government, State government, and Federal?

Twena
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Mr. Cuwistaav, T have the Federal. 1 wonder if someone else
could give the local and State?

The Federal portion is $1,400 million. Out of that $1,400 million,
$938 million is the Federal Government’s share in financing old-age
assistance.

Sceretary Hoany., We do not have it available, Senator, but we
would be delighted to supply it for the record. .

Senator Marmn. I would like to havoe it, beeause I think the more
of it wo can get back to the local level the better it is. T am speaking
from my experience as a Governor of a State where the State carrics
the whole load and it has not been very satisfactory. (This discussion
was further doveloped on p. 75.)

Mr, Cunistaau. As you will recall, the public-assistance program is
administered by State welfare agencies.  Tho assistance is granted to
the recipients on the basis of & needs test, following an investigation
as to need.  The recipients are the aged, the dependent children, the
blind, and the disabled.

The number of recipients in June of 1954 is 4,9 million. The total
mglrll_llwr of beneficiaries under the OASI program in June 1954 is 6.6
million.

Senator BENNETT. May I ask a question, Mr, Chairman?

Of the proportionate relationships between those two forms of old-
age assistance, have they been changing significantly?

Mr. Curistaav. Yes; I will show that in the next chart,

Scnator Byrp. What coordination is there between the publie
assistanco and tho old age and survivors insurance? 1In other words,
do the same people receive both?

Mr. Curistaav. In a limited number of cases there is a supple-
mentation to the old-age and survivors insurance benefits,

Tho CHAlRMAN, Give us an illustration, please.

Senator Byrp. I would like a fuller oxpianation. )

Mr. Curistaavu. The supplementation is most likely to occur with
respect to individuals who are getting the minimum OQAS] amount,
$25 a month. You may recall that many of the OASI recipients are
in and out of covered employment and therefore they have a rather
low avomqo monthly carnings in covered employment. As a result
of that, they may be entitled to only the minimum. When the
benefit payable is only $25 or $30 or $40 and docs not meet the State
standard of subsistence, then there is supplementation of that OASI
amount.

Secretary Honny. If 1 may comment, sir, there are about 500,000
people who are getting both OASI benefits and OAA supplementation.

nator Byrp. But the old-age benefits are included as income, are
zhg not, for those receiving public assistance?
cretary Hossy. Yes, sir.

Senator Byrp. That is one of the incomes considered when you
give them the test of need.

Secretary Hospy. Yes, sir.

ASgimtor YRD. Tho need test includes the income they get from the

Ssc}ctary Hosny. Thoy take that into consideration in cstablishing
need.
(The chart entitled “Number of Aged Recipients’ follows:)
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Me. Curistaav. The next chart shows how the two programs have
grown. We have here in blue the QOASI line, and the green is old-age
assistance. :

The Ceairman. May I inquire, Madam Secretary, whether the
clmrt; to be shown hore are to be found in the copies of your state-
ment

Secretary Honnv. Yes; they are.

Mr. Curistaav. Looking first at the old-age and survivors insur-
ance group, you will recall monthly payments were started in 1940.
There was a gradual increase in the number of beneficiarics and you
will note here tha sharp increase following 1950. That is when Con-
gress cnacted new am:ndmonts substantially expanding the program
and making it possible for a substantially larger number of the aged
to 'Fartici ate in the program.

hen there was a gradual increase, until in April of 1954 there was
a total of 5 million aged beneficiaries.

Now note old-age assistance. This program started during tha
depression years—in 1936. There was a gradual increase until the
war period and then a decline. From then on there was a gradual
increase until it reached a peak in 1950. Then you will note the
significant decieaso with the expansion of old-age and survivors
insurance.

There was a gradual decline in the number of old-age-assistance
recipients until in April 1954 it was 2.6 million. Tho decrease is
aunlxxsultblo to a large extent to the replacementiof old-age assistanca

The other part of this chart shows the trend in percent of the aged
population. You will note how OASI gradually went on up starting
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in 1040 until in A{)ril 1954, 36 percent of the aged population was
getting old-age and survivors insurance.

You will note that for old-age assistance the pereentage was some-
thing between 20 and 25 percent when the program started and it
declined during the war period, gradually Increasing and then declin-
ing again pereentagowise,  In April of 1954 it was 19 pereent of the
aged population,

Senator Cariuson, Mr. Chairman, may 1 ask a question?

The Ciatrman, Senator Carlson,

Senator CartsoN. Mr. Christgau, of course we have had 8 years’
experience in this program, We have had more than 8 years. It
goes back to 1936. It was the intention, of course, when this act was
first passed, that oeventually the OASI would take over the old-nge-
assistance program.  Can you projeet that out as to where we might
anticipate that might happen?

Mr. Cunisraav, The trend is that way and 1 think later on toward
the end of the presentation we will elarify that for you. T think
you will appreciate it at that time a little bit better.

The Seeretary will now continue with the presentation on page 8
of her statement.

Secretary Honny. Before I return to it, may 1 give Senator Martin
the 1952 figures on the financing of old-age assistance, and we will
make the 1953 figures available to you.

In 1052 the Federal funds accounted for 53.1 percent. The State
funds accounted for 86 percent of the remainder. The local funds
accounted for 14 percent of the State and local portion,

Senator Mantin., That is enough. You need not bother about
1053, That takes care of it.

Secretary Howny, The background charts you have scen give a
graphie picture of the present size of the old-age and survivors insur-
ance program and its rapid growth. There are in all nearly 70 million
Forsons in the population today who are insured for retirement bene-
its, survivors’ benefits, or both. A program that touches the lives
of so many people places upon us a solemn obligation to see that it
genuinely serves its intended functions.

The first conclusion that the Departinent came to in its study of
the old-age and survivors insurance program was the soundness of
its basic concepts—that contributions of the workers themselves, and
their employers, should support the system, and that benefits should
have a relationship to the individual’s past earnings. A system based
on these principles is in our opinion most conducive to the enhance-
ment of the individual's sense of personal dignity and worth in a
free society.

Our confirmation of the value of the basic prineiples of the QOASI
system led us to a thorough examination of its specific provisions.
We found two general shortcomings:

First. The system as now constituted fails to include many occupa-
tions and classes of workers; and

Sccond. The benefit provisions are, particularly under today’s con-
ditions, in certain respects inadequate and inequitable.

(The chart entitled “Recommendations’ follows:)
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The President’s recommendations are designed to remedy theso
shortcomings. The major provisions of these recommendations are
summarized on the chart which will now be displayed. T would like
to read them:

1. Extend coverago to 10% million persons,

2. Drop years of lowest carnings in computing benefits and modify
insured status requirement.

3. Raiso earnings baso to $4,200.

4, Increaso benefits.

5. Improve retirement test.

8. Preserve benefit rights for the disabled.

Wo belive that theso provisions constitute a sound plan for the
improvement of the old-ago and survivors insurance system.

1. EXTEND COVERAGE TO 10% MILLION PERSONS

Let us first consider the administration’s propossl for expanding the
OASI program to ¢over cssentially all workers. This proposal was
the outgrowth of a study made by a group of outstanding and repre-
sentative experts in the fields of social security, banking, labor, pri-
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vate insurance, industrial pension plans, farin economics, social work,
and business, There was unanimous agreement among these con-
sultants on the feasibility of oxtending ol!:l{’:ago and survivors insurance
coveragoe to the groups included in our recommendations. Mr. Chair-
man, I would like to submit for the record the very excellent report
prepared by these experts.  You will find that most of their recom-
mendations parallel quite closely tho recommendations for these
grolﬁls submitted by yeur own advisory council in the 80th Congress.
(The report above referred to is as follows:)
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LETTER OF TRANSMITTAL

June 24, 1953.

HoN. OvETA CuLP HOBBY,
Secretary of Health, Education, and Welfare,
Washington 25, D. C.

DEAR MRS, SECRETARY:

When you asked us to serve as consultants on social security,
you referred to the President’s recommendation in his State of
the Union Message on February 2 that the “old-age and survivors
insurance law should promptly be extended to cover millions of
citizens who have been left out of the social-security sysbem ” The
paragraph of the State of the Union Message in which that
recommendation appears is:

“There is urgent need for greater effectiveness in our programs,
both public and private, offering safeguards against the privations
that too often come with unemployment, old age, iliness, and
accident. The provisions of the old-age and survivors insurance
law should promptly be extended to cover millions of citizens who
have been left out of the social-security system. No less important
is the encouragement of privately sponsored pension plans. Most
important of all, of course, is renewed effort to check the inflation
which destroys so much of the value of all social-security
payments.”

As requested by you, we have given consideration in our study
of social security to various alternatives for extending old-age and
survivors insurance to additional groups of current workers, both
employed and self-employed. In this study we have all served as
individuals and the proposals contained in this report do not
necessarily reflect the views of any organization with which any
consultant may be connected.

There is transmitted herewith a report which includes the
proposals which we have developed for your consideration in
carrying out the President’s recommendation for extending old-
age and survivors insurance.

Respectfully submitted.
REINHARD A. HOHAUS,
Chairman, Consultants on Social Security.
7
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EXTENSION OF OLD-AGE AND SURVIVORS
INSURANCE TO ADDITIONAL GROUPS
OF CURRENT WORKERS

INTRODUCTION AND SUMMARY

As requested by Sccretary Hobby, we have given consideration
to various alternatives for extending old-age and survivors insur-
ance to additional groups of current workers, both employed and
self-employed. It is our understanding from the Sccretary that
the President wishes us to give our considered collective opinion,
respecting each question involved, as individual citizens from
varied backgrounds. Our conclusions, therefore, should not be
interpreted as those of any organizations with which any of us are
connected.

In evaluating the possibility of including each additional group
of current workers not now included, we have considered first of
all the question of technical feasibility. This has involved con-
sultation with representatives of the Burcau of Internal Revenue
as to the practical difficulties with respect to each separate group
in collecting the necessary tax and with representatives of the
Bureau of Old-Age and Survivors Insurance regarding the prac-
tical aspects of determining both eligibility and benefit amount for
the groups in question.

We-have, however, been forced to recognize that the distinction
between what is technically feasible and what is fair, socially
desirable, and in the public interest is useful mainly as a device
for breaking down the broad subject of social security into divi-
sions that lend themselves to separate study. In actual practice,
the various phases and aspects of social insurance such as coverage,
benefits, and financing are not separable. In complying with the
request that we make recommendations regarding extension of
coverage, it has not been possible for us to make & study of certain
other features of the old-age and survivors insurance program,
the existence of which means that the present plan falls short in
certain respects of providing all the various advantages which a
contributory old-age and survivors insurance system can have for
::w country. The objectives of this program as we understand

are:

(a) Inclusion of all workers, employed and self-employed;

81
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(b) Payment of benefits related to prior earnings and as a

matter of right without a needs test; and

(¢) Financing on a contributory basis.

We have operated on the premise that participation in the old-
age and survivors {nsurance program will prove of real benefit to
the members of most groups of current workers and that broader
participation therein will be in the public interest. We have,
therefore, tried to take into account the question of fairness,
justice, and consistent treatment for each group considered, no
matter how amall the group or what initial difficulties would have
to be overcome in administering the program for that group.
Beyond this, we have operated on the principle that the solutions
chosen should be directed toward (1) maintaining the long-
established standards of honesty and objectivity in regard to indi-
" vidual reports and benefit rights; (2) minimizing the possibility
of abuses that might undermine public confidence in the old-age
and survivors insurance program; and (38) extending coverage
on a basis which will not adversely affect the protection of those
now covered.

In summary, we might identify our method of approach by
stating that with respect to each group we have asked ourselves
this question: “Taking into account all problems involved, and
the broad lines of policy which the President has indicated he
wishes to follow, is it our best judgment that an effort should be
made to include this group?”

Under the coverage provisions of the Social Security Act as
originally enacted, about six out of ten paid civilian jobs were
included. Subsequent amendments to the Social Security Act,
including the major revisions made in 1950, extended coverage so
that now about eight out of ten paid civilian jobs are included.
Although there has been at least one cogent reason why each
group of excluded workers has been left out in the past, we believe
that it is feasible at this time to extend coverage to most of the
Jobs now excluded.

Several of the groups for whom we recommend coverage do
not raise any particular administrative or technical difficulty not
already encountered under present coverage. Coverage for State
and local government employees under retirement systems, self.
employed professional persons, fishermen, and home workers is
almost entirely a matter of policy rather than administrative or
technical feasibility. Coverage of some of the other groups does
present certain difficulties but we believe these can be overcome
in the ways which we suggest in the report. The groups which
present some special, but not insuperable, problems include self-

’
'
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employed farm operators, hired farm workers, and domestic
workers,

On the other hand, our recommendations for extension of cover-
age &t this time do not include the blanketing-in of persons already
age 66 or over who because they have not become eligible through
prior work in covered employment are not receiving insurance
benefits. We have excluded this group from consideration in this
report because their inclusion would involve very substantial
modifications of the present program which would require careful
and prolonged study.

Since special studies were initiated last year by Congress in
regard to the relationship of the old-age and survivors insurance
program to the Railroad Retirement Act and to Federal employee
retirement systems, we have not included in this report any recom-
mendations with respect to railroad workers or to employees of
the Federal Government and its instrumentalitics who are cur-
rently excluded. The study of the railroad retirement program
and its relation to old-age and survivors insurance was undertaken
by the Joint Congressional Committee on Railroad Retirement,
established by S. Con. Res. 51 of the Eighty-second Congress.
The relation of old-age and survivors insurance to the Federal
employee retirement systems is being studied by a Committee on
Retirement Policy for Federal Personnel, consisting of the Secre-
tary of the Treasury, the Sccretary of Defense, the Chairman of
the Board of Governors of the Federa! Reserve System, the Direc-
tor of the Bureau of the Budget, and the Chairman of the Civil
Service Commission, with a Chairman (Mr. H. Eliot Kaplan)
appointed by the President. This Committee was authorized by
Public Law 665, Eighty-second Congress. Because of these special
studies, we are making no proposals at this time concerning rail-
road workers and none for Federal employees other than one that
the “free"” wage credits now provided for members of the armed
services be extended for a temporary period. It is urgent that
this proposal for a limited extension of the $160 “free” wage-
credit provision receive early consideration, since the present
provision expires at the end of this year. There are no special
technical problems connected with this proposal. Finally, in order
to complete the report as specdily as possible, we have not given
consideration to a few special employment categories listed in
Appendix A, and accordingly no recommendations are made for
them in this report.

L] * * L] . * *

We have included in the report a proposal (Number 11) for
revising the method for computing the average monthly wage to
provide that the three years in which earnings credits were the
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lowest (or nonexistent) would ordinarily be disregarded but in
no case shall the period over which the average monthly wage is
computed be less than the period of time required for the worker
to obtain fully insured status.

Our proposal is designed to meet the problem of the newly
covered groups, who under existing legislation would in many
instances have substantially lower benefits than those already
covered because they do not have wage credits in 1951, 1952, and
1953. Our proposal solves this problem of the newly covered
groups as part of an overall improvement in the program. It rep-
resents a recognition that for the long run the present average
monthly wage provision results in reductions in the benefit amount
for every year a worker is out of the system. Unemployment or
disability for even part of a year can now cause benefit reductions.
For example, to get maximum benefits a worker must now be paid at
least $8,600 in every year after 1950 or his twenty-second birth-
day, whichever is later. Any year in which he earned less would
result in his getting a benefit lower than the $85 maximum.

By making possible the payment of full-rate benefits where earn-
ings were reduced or nonexistent in as many as three years, the
proposal does away with the need for any special provision for the
newly covered groups. At the same time it gives to those already
covered the advantage of some future protection against the low-
ering of the average monthly wage because of periods of unem-
ployment, disability, or low earnings. For newly covered persons
with no prior quarters of coverage the three years prior to 1954
will be omitted from the computation since such persons will not
have had covered earnings in those years; any subsequent years
with little or no earnings will count against them. For persons
now covered who contributed on earnings in years prior to 1954,
on the other hand, up to three years (past or future) in which
they have little or no earnings will be omitted from the computa-
tion. This recognizes the longer period during which such persons
have been under the system.

Our proposal solves the immediate problem arising from exten-
sion of coverage, - We recognize, however, that it may be desirable
for the long run to allow individuals who have been under the
program for a considerable period of time to disregard more than
three years in computing the average monthly wage. This is
particularly important because the groups brought under coverage .
after 1963 will in general be unable to utilize the three-year pro-
vision to offset future periods of low earnings or absence from
the system. We are not intending by our present recommendation
to’ prejudire later’conaideration of broader proposals designed to
solve' the ldhg-‘t‘éngé_ptoble‘m of the t?l,dve;s,e effect of periods of
low earnings 6r absénte from the system on monthly benefits.

J /.
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1t will be noted that we have not recommended a new start for
newly covered groups similar to what was done in 1950, While we
think such an arrangement would probably be practical if coverage
were extended to substantially all workers now excluded we be-
lieve that our proposal is superior to the alternative of a series
of new starts.
* ] [ ] L ] [ ] [ ] [

We have not included in this report any recommendations rela-
tive to the retirement test. We recognize that extension of
coverage will increase the number of anomalous situations which
are created by the existing retirement test and, to this extent,
intensify the need to find a more satisfactory retirement provi-
sion. However, this problem, like the question of benefit levels
and methods of financing, raises broad questions relating to the
system as a whole, whatever its coverage, and lies beyond the ~
specific subjects we were asked to consider.

Nor have we included any recommendation for changing the
definition of “wages,” designed to include remuneration (such as
tips) other than that paid an employee directly by his employer.
However, we recognize that in certain employments the definition
contained in the present law omits a part of the remuneration of
some workers. We have confined our report to recommendations
relating to categories of workers. Legislation aimed at coverage
with all remuneration included would need to take into account
those types of payment not now considered “wages.”

] * * L ] L ] . L

Appendix B contains cost estimates for the present old-age and
survivors insurance program and for the program expanded to
inciude virtually all gainful employment, prepared by Robert J.
Myers, Chief Actuary, Social Security Administration. On the
basis of the intermediate cost estimates shown in the appendix,
universal coverage without other changes in the system would
result in a reduction of about 0.4 in the percentage of payrolls
required over the years to meet the costs of old-age and survivors
insurance, Comparative figures for the extension of coverage that
we propose (we have made no recommendation for coverage of
additional categories of Federal civilian employment or for cov-
erage of military service beyond a limited extension of present
provisions for ‘“free” wage credits) show a reduction of 0.26
percent of payroll over the years.

The saving occurs first of all because under limited coverage,
those who move in and out of covered employment have low average
monthly wages in covered employment and receive the advantage
of a formula weighted in favor of those with low average wages

40588—04—17
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(the benefit formula is 656 percent of the first $100 of average
monthly wage but only 15 percent above). Under extended cov-
erage, their wages in covered employment will be greater. This
means a corresponding increase in contribution income from those
persons and their employers, with some but proportionately smaller
increase in benefit outgo. This, in turn, means that over time the
contribution income will increase more than benefit outgo. Seec-
ond, extension of coverage means that there will be fewer cases
in which earnings from uncovered employment are disregarded in
applying the retirement test.

Our proposal for a change in the method of computing the aver-
age monthly wage will, on the basis of the intermediate cost esti-
mate, increase long-range costs by about 0.1 percent of payroll.
Thus since our proposals for extension of coverage will save about
0.26 percent it is estimated that on balance our proposals taken
together will have no significant effect on the percentage of pay-
roll required to meet the costs of the old-age and survivors
insurance program.



Summary

In accordance with the President’s policy to extend old-age and
survivors insurance coverage, we recommend the following:

1. Allow coverage under Federal-State agreements of members
of State and local government retirement systems under provi-
sions requiring that all members of a coverage group be brought
in if any are covered.

2. Cover self-employed professional persons on the same basis
as other self-employed now covered and cover internes by deleting
the present exclusion of services of internes in the definition of
employment.

8. Cover farm operators on a basis consistent with that on
which other self-employed are now covered,

4. Cover cash wages earned in hired farm work regardless of
the number of days the individual works for a single employer,
and remove the exclusion of workers employed in cotton ginning
and the production of gum naval stores.

6. Cover cash wages of domestic workers regardless of the
number of days the individual works for a single employer.

6. Allow coverage for ministers and members of religious orders
(other than those who take a vow of poverty) on a basis similar
to that on which other employees of nonprofit organizations may
now be covered.

7. Cover employees engaged in fishing and similar activities
who are now excluded.

8. Cover home workers in States without licensing laws on the
same basis as those in States with licensing laws.

9. Cover American citizens employed on vessels of foreign reg-
istry by American employers on the same basis as other American
citizens working outside the United States for American employers.

10. Extend for a limited period the present provision giving
“free” wage credits of $160 a month for service in the armed
forces.

11. Revise the method for computing the average monthly wage
to provide that the three years in which earnings credits were the
lowest (or nonexistent) would ordinarily be disregarded, but in no
case shall the period over which the average monthly wage is
computed be less than the period of time required for the worker

to obtain fully insured status.
87



EXTENSION OF COVERAGE
1. State and Local Government Employees Under Retirement Systems

Allow coverage under Federal-State agreements of members of
State and local government retirement systems under provisions
requiring that-all members of a coverage group be brought in if
any are covered.

We believe that the retirement systems of State and local gov-
ernments, which now cover about 3.8 million workers,* perform
for Government as employer the same functions as nongovern-
mental plans perform for private industry and charitable organi-
zations by attracting and holding good employees and, on the other
hand, by making it feasible to retire individuals when appropriate.
These functions of State and local systems are not accomplished
by old-age and survivors insurance alone, but old-age and survivors
insurance coverage need not interfere with these functions where
the State retirement systems are retained and are appropriately
integrated with old-age and survivors insurance.

The extension of old-age and survivors insurance to employees
of State and local government retirement systems would close two
major gaps in the protection now afforded such persons—the lack
of adequate survivor protection and the lack of continuity of pro-
tection for those who move in and out of Government service.
Probably about four-fifths? of the persons covered under State
and local retirement systems lack adequate survivor protection.
Moreover, existing State and local staff retirement systems are
designed primarily for those who continue in the service of & par-
ticular unit until retirement; the majority of those who leave the
service before retirement age normally forfeit any right to retire.
ment income they may have acquired and merely receive a refund
of their own accumulated contributions.* Similarly, persons who
enter State and local government employment from private indus-
try may lose all or part of the protection they have acquired under
old-age and survivors insurance. The extension of old-age and sur-

! Survey of rétirement coverage of 9*3.’: and loeal ntnm-n- eauoym in the last pay
S ey & G TR T
uhu eove T-lu ‘.'34‘:‘73’,"."1‘ no.nu: covered by retirement systems a mnnm eannot be eovom

‘ a-u ated nd% Bureau o'l‘ 0&1 .Age and Burvivors Insurance on the basis of partial data
h‘lntormtbu furnubod"?; mngurm of Old-Age and Survivors Insurance,
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vivors insurance to such Government employment would fill these
gaps in present protection.

When coverage is extended to State and local employees who are
members of staff retirement systems, those systems can be adjusted
to supplement the basic old-age and survivors insurance benefits.
1t has been demonstrated in private systems that such adjustments
can be made satisfactorily and without loss in tota! retirement pro-
tection. Since the old-age and survivors insurance program has
been established many hundreds of employee retirement systems
of private employers and nonprofit organizations have been made
supplementary to old-age and survivors insurance without loss of
total retirement protection for the employees concerned. In many
cases the protection of employees previously covered under retire-
ment plans in private industry and in nonprofit employment has
been considerably increased as a result of the extension of old-age
and survivors insurance and the continuance of the private plans
on an adjusted basis.

While constitutional barriers preclude the Federal Government
from imposing an old-age and survivors insurance employer con-
tribution upon State and local governments onr a compulsory tax
basis, coverage has been made available to certain employees of
State and local governments on a contributory basis through
Federal-State agreements. At the present time the Federal statute
permits Federal-State agrecments covering employees of the States
or localities who are not in positions covered by a retirement sys-
tem but it bars the States and localities from bringing in employees
who are in such positions. We believe that the Federal law should
be changed in order to permit the coverage of these employvees as
well. .

There are two views as to whether, in making coverage available
to employee groups who are under public retirement systems. it is
appropriate that the Federal Government leave the decision to
bring these employees under old-age and survivors insurance to
the State and local governments alone, or whether the Federal
Government should require that the decision of the State or local
government be subject to the concurrence of the emplovees con-
cerned. Those consultants holding the view that concurrence of
the employees should be required believe that the concurrence
should be expressed by a substantial majority of those voting. All
are agreed that any provision for covering State and local em-
plovees should be on a basis that all members of a caverage group
be brought in if any are covered.

We recogmize that certain groups of State and local employees
such a8 policemen and fire fighters feel that because there are
hazardous and special requirements connected with their work
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recognition has been accorded these factors in existing retirement
plans, Therefore they hold thiat there should be no extension of
old-age and survivors insurance to their groups. In any case a
mandatory Federal exclusion limited to these special groups would
be preferable to the continued prohibition of coverage for all State
and local employees under existing retirement plans.

. 2. Self-Employed Professional Persons

Cover self-employed professional persons on the same basis as
other self-employed now covered and cover internes by deleting
the present exclusion of services of internes in the deﬁmtwn of
employment,

Present law specifically excludes the following professions
from the definition of trade or business in connection with self-
employment: Accountants (with some exceptions), architects,
chiropractors, Christian Science practitioners, dentists, funeral
directors, lawyers, naturopaths, optometrists, osteopaths, physi-
cians, professional engineers, and veterinarians, Many if not all
of these exclusions were made at the request of the groups excluded.

There are no special administrative or.technical problems in-
volved in extension of coverage to these self-employed persons
which are not already encountered in the present coverage of other
professional self-employed persons.* We propose that coverage
be extended to persons in the professional groups now excluded on
the same basis as other nonfarm self-employed are covered. Thus
anyone with annual net earnings of $400 or more from covered
self-employment, including all professional self-employment, would
be included. About half a million or so self-employed professional
persons would be covered in the course of a year.® These profes-
sional persons would report their earnings for social-security
purposes annually with their income-tax reports, as is done by the
self-employed people now covered.

As a corollary to the inclusion of medical practitioners, we pro-
pose that the specific exclusion of services of internes in the
definition of employment be deleted.

3, Self-employed Farm Operators

Cover farm operators on a basis consistent with that on which
other self-employed are now covered.

We propose that farm self-employment be covered on a basis
consistent with the provisions now covering other self-employment.
This would be accomplished by removing frqm the definition of
“net earnings from self-employment” the present exclusion of
income “‘derived from any trade or business in which, if.the trade
m moce profmlonnl mupl are now excluded, a fc&v—wﬂun artiste, actuarles,

Eltlmu tlu Bureau ol ld-Age and Survivors T r‘neﬁ the basls of blish
dats of (s Matioea] Tneomne Biviign Deperioment ot Groatnata o4 on the basls of unpublished
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or business were carried on exclusively by employees, the major
portion of the services would constitute agricuitural labor.” Thus
anyone with annual net earnings of $400 or over from self-employ-
ment, including the operation of a farm, would be covered.

We are advised that in the course of a ycar about 5 million self-
employed persons are covered by present law and that over 3
million farm operators would be covered by this proposal.®

Under the provisions now in effect for coverage of nonfarm self-
employed persons, the individual, in computing his net income from
self-employment on which his benefits are based, must compute his
business expenses. This is required for income-tax purposes, also.
In computing net income for social-security purposes the individual
is required to follow the same rules, regulations, and definitions as
he follows for income-tax purposes. Unless some special provi-
sion were made for farm operators, the same procedure would
have to be followed by farm operators in computing their income
for social-security purposes.

-Many farm operators, however, do not have an income-tax lia-
bility because after ded