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BRIEF SUMMARY OF THE SOCIAL SECURITY AMENDMENTS OF 1965

A. HEALTH INSURANCE AND MEDICAL CARS

The legislation provides three programs for health insurance and medical
care for the aged under the Social Security Act by establishing-

1. A ban hoe•ptal inprance plan providing inpatient services, related
posthospital care (skilled nursing home and home health visits), and outpatient
diagnostic services for individuals 65 or older who are eligible for social security
or railroad retirement benefits. These benefits are financed through a separate
payroll tax and separate trust fund, except that the benefits for railroad retire.
ment eligibles will be financed through their payroll tax system, if certain
financing conditions are met.

Also, benefits are provided to currently aged people who are not social
security or railroad retirement beneficiaries. They are financed from general
revenues.

.lective dae.-Benefits are first effective on July 1, A966, except for
skilled- nursing services in extended care facilities which are effective on
January 1,1967. (See pp. 17-20.)

2. A voluntary Muppmntar medical imnurance plan providing
physicians' and other medical and health services financed through monthly
premiums of $3 initially by individuals 65 years or older matched equally by
Federal general revenue contributions.

effective date.-Benefits are fi•st effective July 1, 1966. (See pp. 20-22.)
3. An expanded Kerr-MilQs medical care program for the needy and

medically needy combining all the vendor medical provisions for the aged,
blind disabled, and families with dependent children, now in five titles of the
Social Security Act, under a uniform program (with an increase in the Federal
share matching formula) in a single new title with certain prescribed Federal
standards.

EffActive ckte.-Matching under new title (XIX) will be available January
1, 1966. (See pp. 22-30.)

B. CHILD HEALTH AND WELARD IAmENDMENTS

1. Matkea and Child health, crippI children, and child Wtfare aorizt&9
The amount authorized for the maternal and child health and crippled

children's programs over current authorizations will be increased by $5 million
for each ¶progam for fiscal 1966 and by $10 million in each succeeding fiscalyear as follows:

Fiscal year Prior law Under new law

1gOG ............................................... 40,000,000 4•5,000000
1967 a........................................ 40,000,000 50000,000o
1968 ........................................... 4 000:000 55 00010001969------------------------------------....... 45, 00000 85,000,000 o
1970 and after ......-------------------- 50,0o0000 6000,000
(See pp. 40-41.)

The somewhat different authorizations for child welfare services under
prior law are revised to bring them in line with those for the other two programs,
so that authorizations for all three programs are identical.

(1)

I
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R. Training peronnd for as h ea 're of crippled Wdren
Grants are provided to institutions of higher learning for training pro-

fsesional personnel for health and related care for crippled children, particularly
.children who are mentally retarded or have multiple handicaps. Authorizes
$5 million for fiscal 1967, $10 million for fiscal 1968, and $17.5 million for each
succeeding fiscal year. (See p. 41.)
8. Heakt care for needy d&ren

The Secretary of Health, Education, and Welfare Is authorized to carry
out a 5-year program of special project grants to provide comprehensive health
care and.r for preschool or sc4 ool-age children, particularly in areas with
concentrations of low-income families. An appropriation of $15 million is
authorized for fiscal 1966; $35 million for fiscal 1907, and an additional $5
milon for each succeeding year rismig to $50 million for fiscal 1970. An
authorization of $500,000 for fiscal 196T- and 1967 is made for grants to study
the prevention, diagnosis, and treatment of emotionally disturbed children.
(See p. 44-45.)
4,. Men2 rdardaton planning

Grants totaling $2,750,000 for each of 2 fiscal years (1966 and 1967) are
authorized for the purpose of assisting States to implement and follow up on
planning for treatment of mental retardation authorized under section 1701
Of the S-ocial Security Act. (See p. 45.)

C. PuntIa AssIsTANcz
1. Iwceaeed aesietanee payment.

The Federal share of payments under all State public assistance programs
is increased a little more than an average of $2.50 a month for the needy aged,
blind, and disabled and an average of about $1.25 for needy children, effective
January 1, 1966. This is brought about by revising the matching formula
for the needy aged, blind, and disabled (and for the adult categories in combined
program in title XVI) to provide a Federal share of $31 out of the first $37
Formerly $29 out of the firt $35) with matching above this amount varying
according to State per capita income up to a maximum of $75 (formerly $70)
per month per individual on an average basis. The law revises matching
formula for aid to families with dependent children so as to provide a Federal
share of flve.ixths of the first $18 (formerly fourteen-seventeenths of the first
$17) with matching above this amount varying according to State per capita
income up to a maximum of $32 (formerly $30). A provision is included so
that States will not receive additional Federal funds except to the extent they
pass them on to individual recipients. Effective January 1, 1966. (See
pp. 32-34.)
S. Tubercudar and mena Pat

The exclusion from Federal matching in old-asie assistance and medical
assistance for the aged programs (and 16or combined program, title XVI)
is removed as to aged individuals who are patients in institutions for tubercu-
losis or mental diseases or who have been diagnosed as having tuberculosis
or psychosis and, as a result are patients in a medical institution. As a
condition of Federal participation in such payments to, or for, mental patients
it is required that certain agreements and arrangements assure that better
carb results from the additional Federal money, States will receive no more
in Federal funds under this provision than they increase their expenditures
for mental health purposes under public health and public welfare programs.
Also restrictions as to Federal matching for needy •bhd and disabled who
are tubercular or psychotic and are in general medical institutions are re.
moved. Effective January 1, 1966. (See pp. 35-37.)
S. Protim payment.

A provision is added for protective payments to third persons on behalf
of old-age assistance recipients (and recipients on combined title XVI program),
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recipients of aid to the blind, and recipients of aid to the permanently and
totally disabled unable to manage their money because of physical or mental
incapacity. Effective January 1, 1966. (See pp. 37.)
4. Aid to famiiie wt dependent children in school

The optional provision in present law allowing States to continue making
payments to dependent children up to age 21 if they are in regular attendance
at a high school or vocational school is extended to include attendance at a
school, college or university. (See p. 89.)
5. h.1cm exemptione under public ae8ietance

The following income exemptions are provided.
(a) Old-age aeaetance.-The earnings exemption under the old-age

assistance program (and aged in combined prodam) is increased so that a
State may, at its option, exempt the first $20 (OrImerly $10) and one-half of
the next $60 (formerly $40) of a recipient's monthly earnings. Effective
October 1 1965. (See p. 35.)

all to Aid to famitie with dependent children.-At their option, States are
allowed to disregard up to $50 per month of earned income of any dependent
child under the age of 18 but not more than $150 of earnings may be exempted
in the same home. Effective July 1, 1965. (See p. 35.)

(c) Aid to the permanently anttotaUy dieabled.--States, at their option, ma
exempt earning of recipients of aid to the permanently and totally disabled.
As in the case of the aged, the first $20 per month of earning and one-half of
the next $60 could be exempted. In addition, any additional income and
resources could be exempted as part of an approved plan to achieve self.
support during the time the recipient was undergoing vocational rehabilitation.
Effective October 1, 1965. (See p. 35.) .

. (d) Incom exmtWvton for al public weane progreme..-States, at their
option may disregard not more than $5 per month per recipient of any income
ini all five public assistance programs. Effective Octber 1, 1965. (See p. 35.)

(e) OldM a a rmvore snurane (retroactive increare).-States at their
option, may dsregard so much of the OASDI benefit increase (including the
children in school after age 18 modification) as Is attributable to its retroactive
effective date. (See p. 35.)

(f) Economii Opportunity Act earning exemption.-A gace period is
provided for action by- States that have not had rgular legislative sessions,
whose public assistance statutes now prevent them from disregarding earnings
of recipients received under titles I and II of the Economic Opportunity Act.
(See p. 35.)

(.og) Inc e eampt under another aet nes program.-A provision is added
stipulpaing that any amount of income which is disregarded in determining
eligibility for a person under one of the public assistance programs shall not
be considered in determining the eligibility of another individual under any
other public assistance program. (See p. 35.)
6. D~fnition of nwieical aesietance for aged

The definition of medical assistance for the aged is modified so as to allow
Federal sharing as to old-age assistance recipients for the month they are
admitted to or discharged from a medical institution. (See p. 37.)
7. JudiaW review of SW. plan deniale

The law provides for Judicial review of the denial of approval by the
Secretary of Health, Education, and Welfare of State public assistance plans
and of his action under such programs for noncompliance with conditions in
the Federal law. (See pp. 38-39.)
8. UnVjfom Makhing

The new law permits a State that has a medical assistance program under
title XIX to claim Federal sharing in total expenditures for money pa ents
under other titles, under the same formula used for determining the Federal
share for medical assistance under title XIX. (See p. 34.)

52-15 .4 - ,-4-- - ,,.,".""--.," .. ,4•' • ,
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D. OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

1. BENEFIT CHANGES

(a) 7.-percent acroess-h-board inceae in old age, eurv~iwor, and dWitaiiy
insuarance ben4ft
pA 7-ercent across-the-board benefit increase is provided effective retro-

actively beginning with benefits for January 1965, for the 10 million social
security beneficiaries on the rolls (with a guaranteed $4 a month minimum
increase for retired workers who are age 65 or over in the first month for which
they are paid the increased benefit).

Monthly benefits for workers who retire at or after 65 are increased to
a new minimum of $44 (formerly $40) and to a new maximum of $135.90
(formerly $127) on average earnings up to $4,800. In the future, creditable
earnings under the increase in the contribution and benefit base to $6,600 a year
would make possible a maximum benefit of $168.

The ma um amount of benefits payable to a family on the basis of a
single earnmgs record will be related to the worker's average monthly earnmir
at all earnings levels. Under prior law, there was a $254 limit on family
benefits which operated over a £ido range of average monthly earnings. Under
the legislation the highest family mazim,m would be $368. (See p. 62.)
(b) PajM* of cI 's insua be nftt to o1iOeS attending s10ool or college

Ofr atainmnt of age 18 and up to ageSS
A provision is included which will continue to pay a child's insurance

benefit until the child reaches age 22, provided the child is attending a public
or an accredited school, including a vocational school or a college, as a fultame
student after he reaches age 18. Children of deceased, reed, or disabled
workers will be included. No mother's or wife's benefits will be payable if the
only child in the mother's care is one who has attained age 18 but is getting
benefits on the basis of school attendance.

This provision is effective retroactively to January 1,1965. It is estimated
that 295,000 children will be eligible for benefits for September 1965, when the
school year begins. (See pp. 57-58.)
(o) Be"4f forwidows at age 60

An option to widows of receiving benefits beginning at age 60, is provided
with the benefits payable to those who claim them before age 62 being actu-
arially reduced to take account of the longer period over wbich they will be
paid. Full widow's benefits are payable at age 62.

This provision is effective behng wihR monthly benefits payable for
September 1965. It is estimated that 1857,000.widows will claim'.benefits during
the first year of operation. (See p. 57.)
(d) Amendment of di8aWity program

(j). Dfinition oj disability.-The requirement that a worker's disability
must be expected to be of long continued .nd indefinite duration is eliminated
and instead an insured worker will be eligible for disability benefits if he has
been under a disability which can be expected to result in death or which has
lasted or can be expected to last for a continuous period of not less than 12
calendar months. Benefits payable by reason of this change will be paid be.
g.niulng with benefits for Sptember 1965. An estimated 60,000 persons-
disabled workers and their dependents-become immediately eligible for bene.
fits as a result of this change. (See p. 55.)

(ii) DiakbUiybenbar o.fset prpv*n.-The social security disability benefit
for any month for which a worker is receiving a workmen's compensation
benefit will be reduced to the extent that the total benefits payable to him
and his dependents under both programs exceed 80 percent of his average
monthly earning covered by social security prior to the onset of disability,
but with the reduction periodically adjusted to take account of changes in
national average earnings levels. The offset provision will be applicable with
respet to benefits payable for months after December 1905 based on disabilities
commenng'ilfto June 1, 1965. (See D. 56.)"-. - .
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(in) Blindness ae a disabling fatr.-(a) Young workers who are blind
and disabled: Establishes alternative insured status requirement for workers
disabled before age 31 of one-half of the quarters elapsing after age 21 up
to the point of disabilit (with a minimum of six quarters), or, in the case of
Individuals disabled before age 24, at least one-half of the quarters in the 3-
year period ending with the onset of the disability. To qualify for this
alternative the worker will have to meet the statutory definition of blind-
ness for the disability "freeze." Workers will, however, have to meet the other
regular requirements for entitlement to disability benefits, including inability
to engage in any substantial gainful activity,

(b) Older workers who are blind and disabled: Provides that those
individuals age 55 or over who meet the statutory definition of blindness for the
disability "freeze" could qualify for cash benefits on the basis of their inability
to engage in their past occupation or occupations. However, their benefits
will not be paid for any month in which they are actually engaging in any
substantial gainful activity. (See p. 55.)

(Miv) Re irio .es.--State vocational rehabilitation agencies will
be reimbursed from the social security trust funds for the cost of rehabilitation
services furnished to individuals who are entitled to disability insurance
benefits or to a disabled child's benefits. The total amount of the funds that
could be made available from the trust funds for purposes of reimbursing
State agencies for such services cannot, in any year, exceed 1 percent of the
social security disability benefits paid in the previous year. (See p. 56.)

(0) Entiteme to di~abglity bet Or ii em tob bnefd paya eon
account of age.-A person who becomes entitled before age 65 to a benefit
payable on account of old age could later. before he reaches age 65, become
entitled to disability insurance benefits. (see p. 55.)

(vi) Allocation of con&ibion tncou bewen OASI and DI tbso funds.-
An additional 0.20 percent of taxable wages and 0.15 percent of taxable self-
employment income is allocated to the disability insurance trust fund brain going
the total allocation to 0.70 percent and 0.525 percent, respectively, beginning
in 1966.
(e) Befu to ceftin person at age 72 or owe

Eligibility requirements are liberalized by providing a basic benefit of
$35 at age 72 or over to certain persons with as few as three quarters of cov.
erage acquired at any time since the bqgiing of the program in 1937. To
accomplish this, a new concept of. "transitional insured status" is provided.
Prior law required a minimum of six quarters of coverage.

Effective for -monthly benefits for September 1965, at which time an
estimated 855,000 people will be able to start receiving benefits. (See p. 04.)
(g) Wifes8 and widow's benefit for divorced women

Payments of wife's or widow's benefits are authorized to the divorced wife
of a retired, deceased, or disabled worker if she had been married to the worker
for at least 20 years before the date of the divorce and if her divorced husband
was making (or was obligated by a court to make) a substantial contribution
to her support when he became entitled to benefits, became disabled, or died.
The legiation also provides that a wife's benefits Will not terminate when the
woman and her husband are divorced if the marriage has been in effect for 20
years. Provision is also made for the reestablishment of benefit rights for a
divorced wife, a widow, a surviving divorced wife, or a surviving divorced
mother who remarries and the subsequent marriage ends in divorce, annulment,
or in the death of the husband.

Effective in September 1965. (See p. 59.)
( ") Rerement test

The amendments liberalize the retirement test so that a beneficiary under
age 72 may have annual earnings of $1,500 (instead of $1,200 as m prior law)
and still get full benefits for the year. If a beneficiary earnings exceed $1,500
for a year $1 in benefits is withheld for each $2 of annual dirnlnp between
$1,500 an4 $2,700 and for each $1 of eainp thereafter (tuider prior law the
$1 for $2 adjustment•Kl4pliea to annual earnings between $1,200 and $1,700).
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A beneficiary will nevertheless get full benefits, regardless of his annual earnings,
for any month in which he earns wages of $125 or less (rather than $100 as m
prior law), and does not render substantial services in self-employment. These
changes are effective for taxable years ending after 1965.

Also, certain royalties received in or after the year in which a person
reaches age 65, from copyrights and patents obtained before age 65, are ex-
empted frm being counted as earnings for purposes of the retirement test,
effective for taxable Tyears beginming after 1964.

For 1966, an estimated 750,000 persons-workers and their dependents or
survivors--eithei will get more benefits under the new law than they would
have gotten under prior law, or will get some benefits where they would have
gotten no benefits under prior law. See p. 65).
(A) Continuation qf widow's and widower's insurance beneft after remarriage

Under prior law, a widow's and widower's benefits based on a deceased
worker's social security earnings record generally terminated when the survivor
remarried. The new legislation provides that benefits would be payable to
widows age 60 or over and to widowers age 62 or over who remarry. The
amount of the remarried widow's or widower's benefit will be equal to 50
percent of the primary insurance amount of the deceased spouse rather than
82% percent of that amount, which is payable to widows and widowers who
are not remarried. (See p. 59.)
(i) Adoption of child by retired worker

The provisions relating to the payment of benefits to children who are
adopted by old-age insurance beneficiaries are changed to require that where
the child is adopted after the worker becomes entitled to an old-age benefit,
(1) the child must be living with the worker in the month when application for
old-age benefits is filed or adoption proceeding have begun in or before that
month; (2) the child must be receiving one-ha of his support from the worker
for the entire year before the worker's entitlement; and (3) the adoption must be
completed within 2 years after the worker's application for benefits. (See p.58.)
U) Definition of Child

(I) A child will be paid benefits based on his father's earnings without
regard to whether he has the status of a child under State inheritance laws if
the father was supporting the child or had a legal obligation to do so. Under
prior law, whether a child met the definition fdr the purpose of getting child's
insurance benefits based on his father's earnings depended on the laws applied
in determining the devolution of intestate personal property In the State in
which the worker was domiciled. It is estimated that 20,000 individualN
(children and their mothers) became immediately eligible for benefits under this
provision. (See p. 58.)

(Ii) Also an eception is provided so that child's benefits will not terminate
if child is adopted by his brother or sister after the death of the worker on
whose earnings record he is getting benefits. Under prior law benefits ter-
minated upon adoption unless le was adopted by his stepparent, grandparent,
uncle, or aunt. (See p. 59.)

3. OOVBRAGI ORA.GES

The following coverage provisions were included:
(a) Pkyaiciwne and intern

Self-employed physicians are covered for taxable years ending on or after
December 31, 1968. Interned are covered begining on January 1, 1966, on
the same basis as other employees working for Aie same employer. (See
pp. 46 and 53.)
(b) Farmer.

Under the new law, farm operators whose annual gross earnings are $2,400
or less will be permitted to report either their actual net earnings or 66% percent
of their gross earnings, for taxable years beginning after December 31 1965.
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Farmers whose annual gross earnings are over $2 400 will be required to report
their actual net earnings if $1,600 or more but Rf actual net earnings are less
than $1,600, they will be permitted to report either their actual net earnings
or $1,600. (See p. 46.)
(c) Cask tips

Cash tips received after 1965 by an employee in the course of his employ.
meant are covered as wages for social security and income-tax withholding
purposes, except that employers are not requIred to pay the social security
employer tax. The employee is required to give his employer a written report
of his tips within 10 days after the end of the month in which the tips are
received. To the extent that the employer does not have sufficient wage
payment. (or funds turned over to him by the employee) to offset the required
withholding, he notifies the employee and the employee reports this amount to
the Government directly. (See p. 48.)
(d) SWe and local goermen* empkoye

Several changes would facilitate social security coverage of additional
employees of State and local governments. (See pp. 49-51.)
(e) Emmption of certain religious sec

Members of certain religious sects who have conscientio,'objections to
insurance (including social security) by reason of their adherenc6 to the estab.
lished tenets or teachings of such sects could be exempt from the social security
tax on self-employment income upon application accompanied by a waiver of
benefit rights. (See p. 48.)
(1) Nonprofit organization.

Nonprofit organizations, and their employees who concur, may elect
social security coverage effective retroactively for a period up to 5 years (rather
than 1 year, as under prior law). Also, wage credit may be given for the
earning of certain employees of nonprofit organizations who were erroneously
reported for social security purposes. (See pp. 51-52.)
(g) Distrt of Columbia employees

The legislation provides for social security coverage of certain employees
of the District of Columbia (primarily substitute schoolteachers). (See p. 52.)
(h) Ministers

The dead line for electing social security coverage by ministers who have
been in the ministry at least 2 years since 1954 is extended 2 years. Also,
social security credit may be obtained for the earnings of certain ministers,
which were reported but which cannot be credited under prior law. (See
p. 46.)

S. MISCflLLANNOUS
(a) Ming of proof

The period of filing of proof of support for dependent husband's widower's,
and parent's benefits and for filing application for lump-sum death payments
where good cause exist. for failure to file within the initial 2-year period, is
extended indefinitely. (See p. 60.)
(b) Automatil recmpUftaion of btifit.

The benefits of people on the rolls will be recomputed automatically
each year to take account of any covered earnings that the worker might have
had in the previous year and that would increase his benefit amount. Under
prior law there are various requirements that must be met in order to have
benefits recomputed, including filing of an application and earnings of over
$1,200 a year after entitlement. (See p. 61.)
(e) Miitay wage credits

The provision authorizing reimbursement of the trust funds out of general
revenue for gratuitous social security w e credits for servicemen is revmed so
that such payments will be spread over he next 50 years. (See p. 65.)
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(() Extow" of lie, of applWtion.
The new law liberalizes the requirement that an application for monthly

insurance benefits be valid for only 3 months after the date of flin4, and for
disability benefits 3 months before the beginning of the waiting period. The
new law allows an application to remain valid up until the time the Secretary
makes a final decision on the application. (See p. 56.)
(e) Uhderpamet

The new law provides specific authority, lacking in prior law, for the
Secretary to settle certain undierpayments of benefits. (See p. 66.)
(f) Autoria" for one spowe to cael& a joint check

The Secretar of the Treasury would be authorized, under a new provision,
tolissue regulations so as to permit a surviving spouse (or other surviving
payee) to cash a benefit check issued, jointly to a husband and wife if one
of them dies before the check is negotiated; any overpayment resulting from
the cashing of the joint check would be recovered. (See p. 66.)
(g) Social 8ecuritly reords--Daeing parent

The new law provides that under certain specified conditions, the address
of a deserting parent of a child applying for or receiving public assistance may
belgiven to a welfare agency or a court through a welfare agency. (See p. 66.)
(A) A•'orn' fees

A provision is incorporated which permits a court that renders a judgment
favorable to a claimant in an action arising under the social security program
to set a reasonable fee (not in excess of 25 percent of past due benefits which
become payable by reason of the judgment for an attorney who successfully
represented the claimant. The Secretary is permitted to certify payment of
the fee to the attorney out of such past due benefits. (See p. 66.)
(0 Waiver of 1-i.ear m ae reuireMt

The legislation provides an exception to the 1-year duration of marriage
requirement for social security benefits for any widow, wife, husband, or widower.
who was, m the month before marnage, actually or potentially entitled to
railroad retirement benefits as a widow, widower, parent, or disabled adult
child. (See pp. 59-60.)

E. SCOPE, COSTS AND FINANCING

1. HEALTH INSURANCE AND MEDICAL CARE FOR TeE NEEDY

The nsoe of the protection provided is broadly as follows:
Baic p9n.-It is estimated that approximately 17 million insured individ-

uals and 2 million uninsured will qua yon uly 1, 1966.
Volna v i.up pla.--It is estimated that of the total eligible

aged of 19 .million, from 80 to 95 percent will participate, which will mean
approximately 15.2 to 18 million individuals will be involved.

MedW assance for needy.-The expanded medical assistance (Kerr-
Mills) program is estimated to provide new or increased medical assistance
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to about 8 million needy persons during an early year of operation. States
could, in the future, provide aid to as many as twice this number who need help
with medical costs. ...............

The cas andinanaing are as follows:Bc .- and administrative expenses under the basic plan
would be about $1 billion for the 6-month period in 1966 and about $2.3 billion
in 1967. Contribution income for those years would be-about $L6 and $2.8
billion respectively. The costs for 'the uninsured (paid from general, funds)
would be about $280 million for the first full year.

The level-premium (long-range) cost of the hospital insurance program
is 1.23 percent of payroll broken down as follows:

Hospital and extended care facility benefits --------------------------- 1.19
Posthospital home health---.. -f------ - -------------------. 08
Outpatient diagnostio- -----------------------------. 01

Total ------------------------------------------------ 1.23
Separate payroll taxes to finance the basic plan, paid by employers, em-

ployees, and self-employed persons would be earmarked in a separate Hospital
Insurance Trust Fund established in the Treasury. The same contribution
rate would apply equally to employers, employees, and self-emplflyed persons.

The tax rate, base, and tax amount for future years is shown m the following
table:

TABLs, 1.-Tax rate, a base, and tax amount vpli.ab. to emplojera, employee,
and elf-emploed persons under t basi Uo ine.oroam of the
Socia Securiy Amendments of 1965 (Publi4 ,89-) 195 -ad ntOr

Tax on employer, emplokee, and self.employed

Year ____ _

Tax rate Tax base Tax amount I
(percent)

1985 ----------- t--------- tt ------------ t-------------- f--f--------------
1988-ft--- t-------------------- t ------ 0.85 $8, 600 $23. 10
1987 ----------- t----------------- - .50 6,600 33.00198 ----- -------------------------- .50 8,800 33. 001969-72• ---------------------------- .50 8800 33.00
1973-75 -------------------------- -. .55 6 600 3. 30
1978-79f-------------------- ------ --- -. 60 8,800 89.801980-88------------------------ --- .70 6,600 48.20
1987 and after ------------------------ . 80 6,600 .52. 80

1 For each self-employed person and employee with earnings or wage equal to or in
excess of the tax base; employers pay same amount on behalf of such employees.

Source: Staff of the Joint Committee on Internal Revenue Taxation.

The following table shows the estimated progress of the Hospital Insur-
ance Trust Fund.
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TAmLI 2.--FWimate pogre of Ho8eia Ihourance Dud Fund
i mliu [In millions

Contribu- Benefit Adminis- Interest Balance in
Calendar year tons payments trative on fund. fund at

expenses end of year I

1$68 . $1,687 $987 2$50 $18 ' $18
1987--------------2 756 2,210 66 25 1, 128
1969 ------------.- 818 2,406 72 46 1,709
1969 ............... 18 2628 79 66 2 196
1970----------------8 229 2 860 86 82 2,561
1972--------------8, 8829 8,077 92 91 2812
19721---------... -- 4882 8808 99 95 2988
1978 ---------------- 8891 8,540 106 100 8,283
1974...~............ -4,096 8,788 114 108 8,585
1975--------------4,60v4047 121 112 8,789
1980--------------6,118 5807 159 166 5,790
1985 ............... 7026 6,860 206 259 8,841
1900 .............. , 015 8,797 264 323 10 426

'M interest rate of 8.50 percent is used In determining the level-oosts, but In developing
the prow, of the trust fund, a higher rate is used In the lot 10 years (4.8 percent for 1966;
70, and then a aually decreasing rate).

2 Includes administrative expenses Incurred in 1065.
8 Balance as of June 80, 1965 (before payment of benefits begins), Is $715,000,000.
NoTz.--The transactions relating to the noninsured persons who would be covered for

the benefits of this prom the cost for whom is borne out of the general funds of the Treas-
ury, are not shown in the above figures.

The estimated cost to the general fund of the Treasury for the hospital
and related benefits for the nonmsured group is as follows for the first 5 cal-
endar years of operation:

[In millions] iewal
Calendar year:urr

1968 (last 6 months) -------------------------------------- $140
1967 ------------------------------------------------- 278
1968 ----------------------------------------------------- 72
1969 2...- - 264.
1970 ....... --- -------- 250
The cost to the general fund of the Treasury decreases slowly for the closed

group involved.4 Offsetting, in large part, the decline in the number of eli-
gibles blanketed in is the increasing hospital utilization per capita as the aver-*
age age of the group rises and the increasing hospitalization costs in future

Voluntary &Upplemen laz p/in.-Costs ot the voluntary supplementary
plan would depend~on ho~wmany of the aged enrolled.

If 80percent of the eligible aged enrolled, benefit costs of the supplementary
plan would be. about $895 to $1,065 million in 1967. Premium income from
enrollees for 1967 would be about $560 million. The matching Governmentcontribution would equal the premiums.

If 95 percent of the eligible aged enrolled, benefit costs of the supplementary
plan would be about $1,060 to $1,260 million in 1967. Premium income from
enrollees for 1967 would be about $665 million. The Government contribution
would equal the premiums.

. The following table shows the estimated progress of the Medical Insurance
Trust Fund:

- - , .. t .ol ,
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TABLE 3.-E-imatd progress of Suppmenryi Mediea Insurance Tru Fun
[In millions)

Contributions
Benefit Adminis- Interest Balance in

Calendar year payments trative on fund fund at end
Particl- Govern- expenses of year
pants ment

Low-cost estimate, 80-percent participation

19681 ............. $275 $275 $220 $65 $5 $270
1967 -------------- 560 560 895 75 15 435

Low-cost estimate, 95-percent participation

19661 -----..... $326 $325 $260 $80 $5 $815
1967 ............ 665 665 1,060 90 15 610

High-cost estimate, 80-percent participation

19661 ------------ $275 $275 $345 $85 $5 $125
1967 -------------- 560 560 1, 065 95 5 90

High-cost estimate, 95-percent participation

19661 ------------ $825 $325 $410 $100 $5 $145
1967 ------------- 665 665 I, 260 110 5 110

1 Administrative expenses shown include those incurred in 1965 and 1966.
Nom.--Not included above is the advance appropriation from general revenues that

is to provide a contingency reserve during 1966-8 (t6 be used only if needed and to be
repayable).

Kerr-MiI medical assistance plan eension.-It is estimated that the
new program will increase the Federal Government's general revenue contri-
bution about $240 million in a full year of operation over that in the programs
currently operating.

2. OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

The following table shows the costs in dollars in 1966, the percent of
payroll costs over the long run, and the number of persons immediately affected
under the law:

TABLE 4.--Cost of and person qffece by OASDI amendments

Percent
of Persons

Provision lt year costs payroll affected
long-

range)

7-percent benefit increase ($4 minimum inpri. ry benefit) ---------..... . ----------- $1, 470, 000 0.64 20,0000,0
Child's benefit to age 22 if in school----.---.-... 195 00, 000 .12 295,000
Reduced age for widows -.---------------- 165,000, 000 .00 185,000
Reduction-in eligibility requirement for certain

persons aged 72 or over ...------------- 140,000,000 .01 55,000
Liberalization of disability definition ......... 45, 00,000 .01 67,000
Earnings test liberalization.. -------- ---- 295,, 000, 000 .14 750 000
Broader definition of child....-........ . .. . I0,0 0000 .01 20,000

52,184-65-8---4
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The following tables show the effect of the legislation on the trut funds:

TABLE 5.--Progree of Old -Age and Swviva Insurnce T t nd
(In millions)

Railroad Balance
Contribu- Benefit Adminis. retirement Interest in fund

Calendar year tMons payments trative financial on fund I at end of
expenses inter- year I"Ilnse

Actual data

1 .51 .......... 36,387 $1, 885 $81-----------$417 $15,540
1952- ----------- ,819 2,194 88----- -365 17,442
193------------38,945 3,008 88 .......... 414 18,707
1954 ..............- 5, 163 3,670 92 -$21 447 20,j576
1955 .............. 5-718 4,968 119 -7 454 21, 663
1956 .............. 6,172 5,715 132 -5 526 22,519
1957 .............. 6t,825 7,847 4162 -2 556 22,893
1958 ..............- 7,868 8,1327 '194 124 552 21,864
1959 .............. 8,052 9,P842 184 282 532 20, 141
1960------------10,866 10,677 203 318 516 20,324
1981 ........... 11,285 11,862 239 332 548 19,725
1962. ----------- 12,059 13,356 256 861 526 18, 337
1963 ............. 14,541 14,217 281 428 521 18,480
1064 ........... 15,689 14, 914 2968 403 569 19,125

Estimated data (short-range estimate)

1985..- $16j 014 $1,89886 $351 $436 $570 $17, 936
1966-----.18,848 18,520 77 445 546 17,988
1967--------- -- 20,887 19,512 3863 524 580 18,856
1968 .............821,568 20:334 369 474 634 19,881
1969 -----.....- 24,958 21,213 377 487 733 23,495
1970 .............- 26,328 22,101 885 478 900 27,7591971 .............. 27163 23001 893 455 1,082 32,155
1972 -----.....- -8,041 23, 908 401 454 1,271 36,704

Estimated data (long-range estimate)

1975 .............. $28, 818 $24, 848 $390 $313 $1,212 140,044
1980 .............. 31,105 28,1828 431 130 1,895 59,8911990 ----------- 35,600 86,629 510) -23 2,689 82,433
2000- ------.. -00----41,293 40,926 559 -77 3, 287 101,233
2025 .............. 51,238 62, 118 769 -107 4,o478 182,792

1An interest rate of 3.50 percent Is used In determining the level-costs, but in developing
-the progress of the trust fund a varying rate in the early years has been used, whichis equv•..
alent to such fixed rate.

S A negtive figure Indicates payment to the trust fund from the railroad retirement
account, and a positive figure Indicates the reverse.

I Not Including amounts in the railroad retirement account to the credit of the old-age
and survivors insurance trust fund. In millions of dollars, these amounted to $377 for
1953 $284 for 1954# $168 for 1956 $60 for 1958, and nothing for 1957 and thereafter.4 These figures are artifically high because of the method of reimbursements between
this trust fund and the disability injurance trust fund (and, likewise, the figure for 1959
is too low).

NoTse-Contributlons include reimbursement for additional cost of nonoontributory
credit for military service.
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TABLIS .--Progreoe oJi• aM 4 Inama Te t Fund
(In millions

Railroad Balance
Contribu. Benefit Adminis. retirement Interest In fund

Calendar year tions payments trative financial on fund I at end ofexpenses inter- year]
change

Actual data

1957 ------------- $702 $57 S$3 $7 $649
1958 -------------- 9 66 249 12 ----------- 25 1, 879
1959 -------------- 891 457 50 -$22 40 1,825
1960 ------------- 1,010 568 86 -5 58 2,289
1961 -------------- 1,038 887 64 5 66 2,487
1962 -------------- 1,046 1, 105 66 11 68 2,868
1968 -------------- 1:099 1:210 68 20 66 2,285
1064 ------------- 154 1,309 79 19 64 2,047

Estimated data (short-range estimate)

1965 -------------- $1, 187 $1, 600 $85 $24 $51 $1, 57619,8 ------------- ,821 1,784 102 25 49 1,585
1967 ------------ 2048 1,827 108 29 52 1,721
1968 ------------ 2, 132 1,898 112 21 58 1,880
1969------------ 2207 1,060 115 24 64 2,0521970------------2,282 2,013 1190 2 70 2,2461971 --------------. 2356 2o5 122 29 78 2,464
1972 -------------- 2,433 2,113 125 32 87 2,714

Estimated data (long-range estimate)

1975 ------------ $2, 247 $2,022 $108 -$a $121 $3,884
1980 ------------ 2,425 2,211 106 -11 166 5, 177
1990 ------------ 2, 776 2, 472 107 -18 291 8,065
2000------------8,220 2,9 07 120 -13 509 15,448
2025 ------------- ,996 3,70 156 -18 1, 118 33264

I An interest rate of 3.50 percent is used in determining the level-costs, but in developing
the progress of the trust fund a varying rate in the early years has been used, which Is
equivalent to such fixed rate.

I A negtive figure indicates payment to the trust fund from the railroad retirement
account and a positive figure indicates the reverse.

I These figures are artificially low because of the method of reimbursements between
the trust fund and the old-age and survivors insurance trust fund (and, likewise, the figure
for 1059 Is too high).

NoT.--Contrlbutions include reimbursement for additional cost of noncontributory
credit for military service.



The benefit provisions of the law are financed by (1) an increase in the
earnings base from $4,800 to $6,600 effective January 1, 1966, and (2) a revised
tax rate schedule.• The tax rate schedule-under prior law and the revised schedule under the
new legislation for the OASDI program is shown by the two tables which
follow:

TABLz 7.-Tax rate, tax base, and tax amount applicable to employers and em-
,ploijees (each) under the Social Security Am~endmntsM of 1965 (Public Law
89-97) and under prior law, okl ge, survvors, and disability insurance
program, 1965-87 and after

Tax rate Tax per employee with base wage
employer and Tax base under Pubic Law 89-971employee (each)

Amount of tax Increase under
Year Public Law 89-97

Under Under Under Under
prior Public prior Public
law Law law Law Under Under Over

89-97 89-97 prior Public prior Over
law Law law 1965

89-97

Percent Percent
1965 -------- 3. 625 3.625 4$4,800 $4,800 $174 $174.001966 -------- 4. 4125 850 4 800 6, 600 198 254.10 $56.10 $80.101967 -------- 4. 125 3 900 4, 800 6,600 198 257.40 59.40 8. 401968 --------. 4..625 8 900 4,800 6600 222 257.40 85.40 83. 40
1969-72 ------ 4. 625 4. 400 4, 800 6,600 222 290. 40 68. 40 116. 40
1078-75 ------ 4. 625 4. 850 4, 800 6t,600 222 320. 10 98. 10 140. 10
1976-79 ------ 4. 625 4. 850 4, 800 6,600 222 320. 10 98. 10 146. 10
1980-86 ------ 4. 625 4. 850 4800 6,600 222 320. 10 9& 10 146. 10
1987 and

after ------- 4.625 4.850 4, 800 6,600 222 320.10 98. 10 146. 10

'Employers pay same amount on behalf of such employees.
Source: Staff of the Joint Committee on Internal Revenue Taxation.

TABLE 8.-Tax rate, tax base, and tax amount applicable to self emplo ed persons
u under th Social Security Amendments of 1965 (Public Law 89-97) and
u under prior law, old-age, survnivos, and disability iurance program, 1965-87
and after

Tax per self-employed with base

Tax rate Tax base earnings tupder Public Law 89-97

Amount of tax Increase under
Year I Public Law 89-97

Under Under Under Under Under Under
prior Public prior Public prior Publio Over Over
law Law law Law law Law prior 1965

89-97 89-97 89-97 law

Percent Percent154 5.4 $ ,800 $ 4800 $259.20 $259o ................1966---------8.2 8 4,)800 8600 297. 60 382.80 $85.20 $12. 601968 ---.------- 6.2 9 4800 6,600 297.60 389.40 91.80 130.201988.........-8.9 5. 9 4,800 , 600 331.20 389.40 58.20 130.20
1969-72-..... 6.9 6.6 4,800 68600 331. 20 435. 60 104. 40 178. 40
1973-75 ------ 6. 9 7. 0 4,800 6, 800 381. 20 462. 00 130. 80 202. 80
1976-79 ------ 6. 9 7.0 4,800 68 600 331. 20 462. 00 130.80 202.80
1980-86 ------ 6.9 7.0 4,800 6,800 M 31. 20 462. 00 130. 80 202. 80

f f.tnff6.9 1, t0h 4, 800t We600 -n31.20.l -4e2.00 130. 80- -a.8

Source: S~taff of the Joint Commffittee on Internal Revenue Taxation.



8. HOSPITAL INSOTRANCE AND OLD-AGE, DISABILITY, AND SURVIVORS
INSURANCE (COMBINED)

The following three tables show the aggregate taxes, the combined tax
rates, and combined tax on employer and employee under the two programs:

TABLE 9.--Etimated aggregate taxes on employers, employees and self-employed
persons under the ocl Security Amendmente ojf 1966 (Public Law 89-97)
and under prior law, old-ae, survwors, and disabilfty insurance program,
1965-72,1975,1980 1985, 1990, 2000 and 2026, and basi hospital insurance
program, 1965-75, 1980, 1985, and 1W60

[In billions)

Prior law Public Law 89-97

Year Old-age Old-age
and Disability and Disability Basic

survivors Insurance Total survivors Insurance hospital Total
insurance program Insurance program Insurance
program program program

1965 ---------- $16. 0 41.2 $17. 2 $16. 0 $1. 2 --------- $17. 2
1966 ---------- 18. 5 1.2 19.7 18. 8 1.8 $1.6 22.2
1967 ---------- 19.4 1.3 20.7 20.7 2.0 2.8 256
1968 ---------- 22.2 1.3 23.5 21.6 2.1 3.0 26. 7
1969 ---------- 23.3 1.3 24.6 2. 0 2.2 3.1 30.3
1970 ---------- 24. 0 1.4 25.4 26. 3 2.3 3. 2 31.8
1971 ----------- 24.6 1.4 26.0 27.2 2.4 3.3 32. 9
1972 ----------- 25.2 1.4 26. 6 28. 0 2.4 3.4 33.8
1973 ---------- 3.9 1

1975 ---------- 224.6 1.4 ' .0 28.8 '22 4.3
1980 ----------.. 126.6 21.5 228.0 231.1 12.4 6.1 &
1985 ---------- 28. 3 21.6 '29.9 '33.2 22.6 7.0
1990 ---------- 230.3 '1.7 232.0 236.6 '2.8 9.0
2000 ---------- 235.2 '2.0 '37.2 241.3 '3.2 (1)
2025 ---------- 243.7 2.5 46. 2 251.2 $ 4. 0

I Not available.
I These are long-range estimates which assume level-earnings trends In the future; all

other estimates are short-range estimates which aspume Increased earnings from year toyear.
' Since the constituents of these totals represent long-range and short-range estimates

they are not combined here.
Source: Compiled by the Staff of the Joint Committee on Internal Revenue Taxation

from data supplied by Social Security Administration.
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TABLE 10.--ombined tax rate on .emplyor and employee under fMe Social 8ecur*y
Amndmente of 1965 (Public La•o89-97) and under prior law, old-age,
umrpior, and dieabiliy insurance program and basic hoe pital ineuance

program, 1965-87 and *ft In percent)

Combined tax rate on employer and employee

Old-age, survivors, Basle hospital Old-age, survivors, and disability
and disability Insurance insurance program and basic hospital
Insurance program program insurance program

Under
prior
law

Under
Public
Law
89-97

Under
prior
law

Under
Public

Law
89-97

Under
prior
law

Under
Public

Law
89-97

Change under
Public Law 89-97

Over Over
prior 1965
law

1965 ........ 7.25 7.25 7.25 7. 25
1966 --------- & 25 7.70 --------- 0.70 & 25 & 40 +0.15 +1.15
1967 --------- 8. 25 7.80 -------- 1.00 8. 25 8. 80 +.55 +1.55
1968 -------- 9.25 7.80 --------- 1.00 9.25 8. 80 -. 45 +1.55
1969-72 ------ 9.25 8. 80 --------- 1.00 9.25 9.80 +.55 +2.55
1973-75 ------ 9. 25 9. 70 .......- 1. 10 9. 25 10. 80 +1. 55 +3. 55
1976-79 ------ 9. 25 9.70 - ------ 1. 20 9. 25 10.90 +1.65 +3. 685
1980-86 ------- 9.25 9.70 ------- 1.40 9.25 11.10 +1.85 +3.85
l987 and after 9. 25 9.70 -------- 1. 60 9. 25 11. 30 +2. 05 +4. 05

Source: Staff of the Joint Committee on Internal Revenue Taxation.

TABLE 11.-Combined tax on employer and employee under the social Security
Amendments of 1966 (Public Law 89-97) and under prior law, old-age,
eurvivore, and dieability insurance program and baeic hospital tneurance
program, 1965-87 and after

Combined tax on employer and employee

Old-ag. survivors, Basic hospital Old-age, survivors, and disability
and disability insurance insurance program and basic hospital

insurance program program insurance programYear ____

Increase under
Public Law 89-97

Under Under Under Under Under Under
prior Public prior Public prior Public
law Law law Law law Law Over Over

89-97 89-97 89-97 prior 1965
law

1965-------. $348 $348. 00 ---------------- $348 $348. 00
19668........ 396 508. 20 ------- $46. 20 396 554.40 $158.40 $208. 40
1967 --------- 396 514. 80 ........ 66.00 396 580. 80 184. 80 232. 80
1968 --------- 444 514. 80 ........ 66. 00 444 580. 80 136. 80 232. 80
1969-72 ------ 444 580. 80 -------- 66. 00 444 648. 80 202. 80 298. 80
1973-75 ...... 444 640. 20 -------- 72. 60 444 712. 80 268. 80 364. 80
1976-79 ------ 444 640. 20 -------- 79. 20 444 719.40 275.40 371. 40
1980-86 ------ 444 640.20 92.40 444 732.60 28& 60 384. 60
1987 and

after ...... 444 640.20 -------- 105.60 444 745. 80 301.80 397.80

Year

a wor employee wan wage equal to or in excess or tite tax base under JrublW Law 89-97.
Source: Staff of the Joint Committee on Internal Revenue Taxation.
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4. PUBLIC ASSISTANCE, CHILD HEALTH AND CHILD WELFARE

The following table shows the cost of various provisions of the legislation:

TABLE 12.-C-ob of public i&nce and chldk heaWth and welfare amendment

[In millions of dollars)

Fiscal Annual
Cost. Mae rate

Maternal and child health, crippled children, child welfare, and
special project grants studies ----------------------- 30.5 7& 0

Mental retardation prjects................... -2. 75 2.75
Mental and tuberculosis ........................ f-38. 0 7& 0
Medical assistance for the aged definition ................... 2.0 2.0
Formula changes ......................................... 75. 0 150.0
Protective payments ..................................... () (1)
Income exemption (old-age assistance) ....................... 5 1.0
Income exemption (aid to families with dependent children)... 1.3 4. 0
Income exemption (aid to the permanently and totally dis-

abled) ------------------------------------------------ 1.0 2.5

Total ...............-------- 15L 05 812.25

I No cost.

HEALTH INSURANCE AND MEDICAL CARE FOR THE AGED

A. BASIC PLAN-HOSPITAL INSURANCE

1. General dscription.-Benefits, financed through a separate payroll
tax, will provide for some of the costs of inpatient hospital services, posthosplital
extended care services, posthospital home health services, and-outpatient
hospital diagnostic services for social security and railroad retirement bene-
ficiaries when they attain age 85. Benefits for railroad retirement eligibles
will be financed byý the railroad retirement tax if certain conditions are met.
The same hospital insurance protection, financed from general revenues, will
be provided under a special transitional provision for essentially all people who
are now aged 65, or who will reach 65 in the near future, but who are not
eligible for social security or railroad retirement benefits.

2. Elective ".-Benefits will first be effective on July 1,_1968, except for
services in extended care facilities which would be effective on January 1, 1967.

3. Eli/* it.-Hospital insurance is provided (on the basis of. a new
section in title II of the Social Security Acts for people aged 65 and over who
are entitled to monthly social security benefits or to annuities under the Rail-
road Retirement Act. In addition, people who are now aged 65 or will reach
age 65 within the next few years and who are not insured under the social
security or railroad program will nevertheless be covered under the hospital
insurance plan. In July 1966, when the program becomes effective, about 17
million people aged 65 and over who are eligible for social security or railroad
retirement benefits, and about 2 million aged who will be covered under a special
transitional provision, will have the new hospital insurance.

Included under the special provision will be almost all uninsured people
who will have reached 65 before 1968. Persons reaching 65 after 1967 will
have to have the quarters of coverage that are indicated in the following table:



TABLE 13.-Qurtere of coveae re ed for OASI caeh beafte at compared to
kospytwJ imurnce

Men Women

Year attains age 65
OASI Hospital OASI Hospital

insurance insurance

1967 or before ------------------ 6-16 0 6-13 0
1968 ------------------------- 17 6 14 6
1969------------------------- 18 9 15 9
1970 ------------------------- 19 12 16 12
1971... ---------------- 20 15 17 15
1972-.--- ---------------- 21 18 18 (1)
197------------- 22 21...................
1974. ------------------------ 23 (1)

s ame s OASL

As indicated in the table, by 1974 the quarters of coverage required for
cash benefits and hospital insurance benefits wl be the same and the "transi-
tional" provision will phase out.

The major group excluded under the transitional provision will be individuals
afforded protection under the provisions of the Federal Employees' Health
Benefits, ct (FEHBA). Federal employees who retired before February 16,
1965, and who did not have coverage under FEHBA on that date will be
covered under the transitional provision for the uninsured. Also included will
be those Federal employees retiring after that date who cannot retain their
FEHBA coverage after retiring. Excluded are aliens (unless they have been
admitted for permanent residence and have been residents of the United States
for 5 years) and certain people convicted of subversive crimes.

n. PBenef#tU.-The services for which payment will be made under the basicpaiclude--

(a) inpatient hospital services for up to 90 days in each spell of
illness. The patient pays a deductible amount of $40 for the first
60 days plus $10 a day for 30 days in excess of 60 for each spell of
illness; hospital services include all those ordinarily furnished by a
hospital to its inpatients; however, payment will not be made for
private duty nursing or for the hospital services of physicians e•ept
services provided by medical or dental interns or residents in trainingunder approved teaching programs. Inpatient psychiatric hospital
service will also be included, but a lifetime limitation of 190 days is
imposed.

. (b) posthospital extended care (in a qualified facility having an
arrangement with a hospital for the timely transfer of patients and
for furnishings medical information about patients) after the patient
is transferred from a hospital (after at least a 3-day stay) for up to
100 days in each spell of illness, but after the first 20 days of care
patients will pay $5 a day for the remaining days of extended care in
a spell of illness;

(c) outpatient hospital diagnostic services, with the patient pay-
ing a $20 deductible amount and a 20-percent coinsurance for each
diagnostic study (that is, for diagnostic services furnished to him
by the same hospital during a 20-day period); and

(d) posthospital home health services for up to 100 visits, after
discharge from a hospital (after at least a 3-day stay) or extended
care facility and before the beginning of a new spell of illness. Such
a person must be in the care of a physician and under a plan estabe



listed by a physician within 14 days of discharge calling for such
services. The covered services include intermittent nursing care,
therapy, and to the extent provided in regulations the part-time
services of a home health aide. For the services tobe covered, the
patient must be homebound, except that when certain equipment is
use#d the individual may be taken to a hospital or extended care
facility or rehabilitation center to receive some of these covered home
health services in order to utilize the necessary equipment. All those
services are covered only if they are provided through a qualified
home health agency.

Special provision is made for Christian Scientists who will have coverage
of Chistian Science sanatorium services for up to 60 days with $40 deductible
plus 30 additional days at $10 coinsurance per day, as hospital service; plus
an additional 30 days in a Christian Science sanatorium as extended care
facility services with the $5 per day coinsurance feature.

_ No service will be covered as posthospital extended care or as outpatient
diagnostic or posthospital home health services if it is of a kind that could not
be covered if it were furnished to a patient in a hospital.

A spell of illness will be considered to begin when the individual enters a
hospital or extended care facility and to end when he has not been an inpatient
of a hospital or extended care facility for 60 consecutive days.

The deductible amounts for inpatient hospital and outpatient hospital
diagnostic services will be increased if necessary to keep pace with increases
in hospital costs, but no such increase will occur before 1969. The coinsurance
amounts for long-stay hospital and extended care facility benefits will be cor-
respondingly adjusted.

Increases i the hospital deductible will be made only when a $4 change is
called for and the outpatient deductible will change in $2 steps.

5. Baesi of reimbureemezt.-Payment of bills under the hospital insurance
plan will be made to the providers of service on the basis of the "reasonable
cost" incurred in providing care for beneficiaries.

6. Administration.-Basic responsibility for administration rests with the
Secretary of Health, Education and Welfare; however, a part of the adminis-
tration for individuals under tde railroad retirement system is vested in the
Railroad Retirement Board if certain financing conditions are met, as explained
under the next heading. The Secretary wili use appropriate State agencies
and private organizations (nominated by the providers of services) to assist in
the administration of the program. Provision is made for the establishment
of an Advisory Council which will advise the Secretary on policy matters in
connection with administration.

7. FAnaling.--Separate payroll taxes to finance the basic plank paid by
employers employees, and self-employed persons, will be earmarked in a
separate Aospital insurance trust fund established in the Treasury. The
amount of earnings (earnings base) subject to the new payroll taxes will be
the same as for purposes of financing social security cash benefits. The same
contribution rate wil apply equally to employers, employees, and self-em-
ployed persons and will be as follows:
1966 .......------------------------------------------ 0.35
1967-72-------------------------------------------------. 50
1973-75------------------------------------------------.. 55
1976-79----------------------------------------------- -. .60
1980-86 ..................................................................... 70
1987 and after ............................................ .80

The taxable earnings base for the hospital insurance tax will be $6,600 a
year beginning in 1966.

For years in which the annual earnings and tax bases of the social security
and railr-oad retirement programs are equal, hospital insurance taxes will be
levied under the Railroad Retirement Tax Act and transferred from the
Railroad Retirement Account to the Hospital Insurance Trust Fund, with
benefit payments made from that fund. Should there be any years in which

528,-M-65.-4



the tax bases of the two programs are not equal, hospital insurance taxes for
such years will be levied on railroad employment under the Federal Insurance
Contributions Act (which applies to earnings covered under social security).

The cost of providing basic hospital and related benefits to people who
are not social security or railroad retirement beneficiaries will be paid from
general funds of the Treasury.

B. VOLUNTARY SUPPLEMENTARY MEDICAL INSURANCE PLAN

i1. General des 4Mptwo.-A package of benefits supplementing those pro-
vided under the basic plan will be offered to all persons 65 and over on a volun-
tay basis. Individuals who elect to enroll initially will pay premiums of $3
a month (deducted, where possible, from social security, ralr-oad retirement,
or civil service retirement benefits). The Government will match this pre-
mium with $3 paid from general funds.

2. kffee" date.-Benefits will be effective beg*ing July 1, 1966.
3. Eligibility.-The medical insurance benefits will be available to all

people age 65 and over (whether or not they are social security or railroad
retirement beneficiaries) who are residents of the United States and either are
citizens or aliens admitted for permanent residence who have had 5 years of
continuous residence. Any erson entitled to the basic hospital insurance
benefits will be eligible regardless of the preceding requirements.

4. Enrolment.-Persons who have reached age 65 before January 1, 1966,
will have an opportunity to enroll in an enrollment period which begins Septem-
ber 1 1965, and ends March 31 1966.

Persons attaining age 65 subsequent to December 31, 1965 will have
enrollment periods of 7 months beginning 3 months before the month of attain-
ment of age 65.

In the future general enrollment periods will be from October to Decem-
ber 31 in each odd-numbered year. The first such period will be October 1 to
December 31, 1967.

No person may enroll more than 3 years after the close of the first enroll-
ment period in which he could have enrolled.

" There will be only one chance to reenroll for persons who are in the plan
but drop out, and the reenrollment must occur within 3 years of termination of
the previous enrollment.

Coverage may be terminated (1) by the individual filing notice during an
enrollment period, or (2) by the Government for nonpayment of premiums.

A State will be able to provide the supplementary medical insurance bene-
fits for its public assistance recipients who are receiving cash assistance if it
chooses to do so.

5. Beezfit8.-The supplementary medical insurance plan would cover
physicians' services, home health services, and numerous other medical and
health services in and out of medical institutions.

There is an annual deductible of $50. Then the plan covers 80 percent
of the patient's bill (above the deductible) for the following services:

(1) Physicians' and surgeons' services, whether furnished in a. hospital
clinic office, in the home, or elsewhere.

(2) Home health service (with no requirement of prior hospitalization)
for up to 100 visits during each calendar year.

(3) Diagnostic X-ray, diagnostic laboratory tests, and other diagnostic
tests.

4 X-ray radium, and radioactive isotope therapy.
5 AmbIuance services.



(6) Surgical dressings and splints, casts and other devices for reduction
of fractures and dislocations; rental of durable medical equipment such as iron
lungs oxygen tents hospital beds, and wheelchairs used an the patient's home
prosthetic devices (other than dental) which replace all or part of an internal
body organ; braces and artificial legs, arms, eyes, etc.

There is a special limitation on outsidefthe-hospital treatment of mental,
psychoneurotic, and personality disorders. Payment for such treatment during
ay calendar year is limited, in effect, to $250 or 50 percent of the expenses,
whichever is smaller.

6. Administration by carriers: Basis for rimbarsement.-The Secretary of
Health, Education, and Welfare is required, to the extent possible, to contract
with carriers to carr out the major administrative functions relating to the
medical aspects of the voluntary supplementary medical insurance plan such as
determining rates of payments under the progam and holding an isbursingfunds for benefit payments. No contract is to be entered into by the Secretary
unless he finds that the carrier will perform its obligations under the contract
efficiently and effectively and will meet such requirements as to financial
responsibility, legal authority, and other matters as he finds pertinent. The
contract must provide that the carrier take necessary action to see that where
payments are on a cost basis (to institutional providers of service), the cost is a
reasonable cost. Correspondingly, where payments are on a charge basis (to
physicians or others furnishing noninstitutional services), the carrier must see
that the charges are reasonable and not higher than the charges applicable, for a
comparable service and under comparable circumstances, to the other policy-
holders and subscribers of the carrier. Payment by the carrier for physicians'
services will be made on the basis of a receipted bill, or on the basis ol an assign-
ment under the terms of which the reasonable charge will be the full chargefor
the service. In determining reasonable charges, the carriers will consider the
customary charges for similar services generally made by the physician or other
person or organization furnishing the covered services, and o the prevailing
charges in the locality for similar services.

7. Fiwnaing. -Aged persons who elect to enroll in the medical insurance
plan will pay monthly premiums of $3. Where the individual is currently
receiving monthly social security, railroad retirement, or civil service retirement
benefits, the premiums will be deducted from his benefits where possible.

The Government will help finance the supplementary plan through a
payment from general revenues in an equal amount of $3 a month per enrollee.To provide an operating fund, if necessary, at the beginning of the supple-
mentary plan, and to establish a contingency reserve, a Government appropria-
tion will be available (on a repayable basis) equal to $18 per aged person
estimated to be eligible when the medical insurance plan goes into effect.

The individual and Government contributions will be placed in a separate
trust fund for the supplementary plan. All benefit and administrative expenses
under the plan will be paid from this fund.

Premium rates for enrolled persons (and the matching Government
contribution) will be increased from time to time if program costs rise, but
not more often than once every 2 years. The premium rate for a person who
enrolls after the first period when enrollment is open to him or who reenrolls
after terminating his coverage will be increased by 10 percent for each full
12 months he stayed outof the program.

8. Incme tax provsiow.-The egislation provides that the 3-percent floor
on medical expense deductions, as well as the 1-percent limitation on medicines
and drugs, is to apply to those age 65 or over in the same manner as it presently
applies to those under age 65. This will have the effect of partially recovering
the $3 monthly premium paid from general funds of the Treasury from those
aged persons who have taxable income, depending on the amount of their
taxable income.

The law also provides a special deduction, available to those who itemize
their deductions, of one-half of any premiums paid for insurance of medical



care expenses whether or notthey have medical expenses in excess of the 3-per-
cent floor but this deduction may not exceed $150 per year.

Another change limits the health and accident insurance premiums which
may be taken into account to those which arise from coverage of medical care
expenses and this must be indicated either on the insurance contract or on a
separate statement sup lied by the insurance company. Still a further change
treats as current, quafliying .medical care expenses (subject to limitations) the
prepayment before age 65 of insurance for medical care after age 65. Also allmaximum limitations on the medical expense deduction for all taxpayers are
eliminated.

C. IMPROVEMENT AND EXTENSION O KERR-MILLS MEDICAL ASSISTANCE
PROGRAM

1. G 'eal irptio.-A single and separate medical care program can
be established to consolidate and expand the differing provisions for the needy
which currently are found in five titles of the Social Security Act.

The new title (XIX) will extend the medical assistance program not only
to the aged who are indigent but also to needy individuals in the dependent
children, blind, and permanently and totay disabled programs and to persons
who would qualify under those programs if in sufficient financial need. States
may also include other medically-needy children.

Medical assistance under title XIX must be made available to all indi-
viduals receiving money payments under these programs and the medical
care or services available to all such individuals must be equal in amount,
duration, and scope. Effective July 1, 1967, all children under age 21 must
be included who would, except for age, be dependent children under title IV.

Inclusion of the medic; indigent aged not on the cash assistance rolls
would be optional with the States but if they are included, comparable groups
if blind, disabled, and parents and children must also be included if they need
help in meeting necessary medical costs. Moreover, the amount and scope of
benefits for the medically indigent cannot be greater than that of recipients
of cash assistance.

Under the new legislation, the current provisions of law in the various
public assistance titles of the act providing vendor medical assistance would
terminate upon the adoption of the new program by a State, but in no case later
than December 31, 1969.

2. ifjective da"e.-January 1, 1966.
3. Scope oj medical aesi8.tance.-Under prior law the State must provide

"some institutional and noninstitutional care" under the medical assistance for
the aged program. There are no minimum benefit requirements at all under
the other public assistance vendor medical programs.

The law requires that by July 1, 198•, under the new program a State
must provide (1) inpatient hospital services, (2) outpatient hospital services, (3)
other laboratory and X-ray services, (4) physicians' services (whether fur-
nihed in the office, the patient's home, a hospital, a skilled nursing home, or
elmwhere), apd (5) skilled nursing home services for individuals 21 years of
age or older in order to receive Fecderal participation. Coverage of other items
of medical service will be optional with the States.

AN ý



4. 'E/ligibiiy.-The States must provide a flexible income test whichtakes into account medical expenses and does not provide rigid income standards
which deny assistance to people with large medical bills. Similarly the legisla-
_tionprovides that no deductible, cost sharing, or similar chage may be imposedby the State as to hospitalization under its program and that any such charge
on other medical services must be reasonably reate to the recipient's income
or resources. Also there is a requirement that elderly needy, people on the
State programs be provided assistance to meet the deductibles that are imposed
by the new basic program of hospital insurance. Moreover where a portion
of any deductible or cost sharing required by the voluntary supplemental
program is met by a State program, the portion covered must be reasonably
related ti the individual's income and resources. No income can be imputed
to an individual unless actually available; and the financial responsibility of an
individual for an applicant may be taken into account only if the applicant is the
individual's spouse or child who is under age 21 or blind or disabled.

5. &andarde a. to q itjocare and yet.-It is required that the States
include in their State plans descriptions of the medical staff utilized, the
standards for institutions providing medical care and other methods that will
promote high quality medical care.

6. Inceaued FPdal mathong.-The Federal share of medical assistance
expenditures under the new program is determined upon a uniform formula
with no maximum on the amount of expenditures which would be subject to
participation. There is no maximum under prior law on similar amounts for
the medical assistance for the aged program. The Federal share, which
varies in relation to a State's per capita income, will be increased over current
medical assistance for the agedmatching so that States at the national average
will receive 55 percent rather than 50 percent, and States at the lowest level
could receive as much as 83 percent as contrasted with 80 percent under
prior law.

In order to receive any additional Federal funds as a result of expenditures
under the new program, the States would need to continue their own expendi-
tures at least at their present rate. For a specified period, any State that did not
reduce its own expenditures would be assured of at least a 5-percent increase
in Federal participation in medical care expenditures. As to compensation
and training of professional medical personnel used in the administration of
the program, the legislation would provide a 75-percent Federal share as com-
pared with the 50-50 Federal-State sharing for other administrative expenses.

7. Admini.tration.-The new law provides that any State agency may
be designated by the State to administer the program, as .6ng as the determina-
tion of eligibility is accomplished by the agency administering the old-age
assistance program.

it



Permits States to include in their plans under title
I a program of Medical Assistance for the Aged (MAA);
that is, to provide medical vendor payments (payments
directly to the suppliers of medical services) for ased
persons who are not Old-Age Assistance recipients, but
whose income and resources are insufficient to meet
the costs of necessary medical services. The State plan
for Medical Assisance for the Aged may specify
medical services of any scope and duration provided
that both institutional (hospitals, etc.) and noninstitu-
tional, (outpatient clinics, physicians, etc.) services are
included.

There is no dollar ceiling. The overall amount of
Federal participation is covered by the extent of the
State programs. The Federal share varies from 50
Percent (for States with per capita income equal to or
above the national average) up to 80 percent for lower
per capita income States.

The Federal Government also shares in medical
vendor payments for recipients of the other public
assistance programs.

(There are differing formulas for vendor medical
payments on behalf oI persons on OdAeAssac
(title I)., Aid to the Blind (title Ai to Families
with Dependent Children (title M), Aid to the Per-
manently and Totally Disabled (title XIV) and the
consolidated program for the aged, blind, and disabled
(title IXV.)

L.• Br•ef summary ----------------------- Replaces MAA with a new program (title XIX
designed like MAA to give vendor payment medical
asistanee to the aged who are medically indigent but
also covers recipients of Old-Age Assistance (OAA)
as well as recipients of Aid to the Blind, the Permanently
and Tots D abled, Needy Famil with Dependent
Children and the consolidated program for t
blind, and disabled. The amount, duration, and scope
of benefits (except as specified) must be the same for the
different categories of cash assistance recipients who
receive vendor payments under the new combined

Inclusion of the medically indigent aged would be op-
tional with the States but if they are included, compa-
rable groups of blind, disabled, and parents and needy
children must also be included if they need help in
necessary medical costs Other medically needy chil-
dren may be included if the States wish to do so. The
amount, duration, and scope of benefits for the medically
indigent (except as specified) must be the same and
cannot be greater than that of recipients on the basic
maintenance programs.

Cerainchagesare maein State plan requirements
relating; to the evaluation of income and resources for
eligiilty purposes, the imposition of deductibles, the
payment of deductibles under the basic hospital plan or
the payment of deductibles and co-insurance under
the voluntary supplementary plan, and the granting the
States authority to impose enrollment fees or cr
on individuals if they are reasonably related to the
recipient's income (or his income and resources).

Five specific health services must be provided under
new program by June 30, 1967.

The Federal Government will continue to participate
in medical vendor payments in MAA and OAA and other
public assistance programs until the new program is in
operation in the States or through December 31, 1969,
whichever occurs earlier.

The m dthg for the new program would follow that
of MAA in that there would be no dollar ceiling. How-
ever, the Federal share would vary from 50 percent to
83 percent with States at the national average receiving
55 percent. For a specified period, any State that does
not reduce its expenditures would be asured at least a

ce Increase in Federal participation in medical
care expenditures

Effective January 1, 1968. Existing medical vendor
provisions will become obsolete an January It 1970.

COMPARISON SHOWING PRIOR LAW AND CHANGES MADE BY SOCIAL SECURITY AMENDMENTS OF 1965
EXTENSION OF KERR-AMLUL PROGRAM

Item Prior law Law as amended by Public Law 89-97



ý. Medical Assistance for the Aged:
(a) Eulgibility for asstance -------

(b) Benefits-----------------

To be eligible an individual-

l Must have attained age 65;
2) Must not be a recipient of old-age assistance;

(3) Must have income and resources, as deter-
mined by the Stat,.insufflcient to meet all of the
cost of the medical services outlined below. The
State plan must provide reasonable standards, con-
sistent with the objectives of the program, for
determining eligibility and the extent of assistance.
The State plan for Medical Assistance for the Aged

may specify medical services of any scope and dura-
tion, provided that both institutional and noninstitu-
tional services are included. Federal participation is
restricted to vendor medical payments: Le, payments
made by the States directly to the doctor, hospital,
etc., providing medical services on behalf of the re-
cipient.

The Federal Government shares in the expense of
providing the following kinds of medical services:

1) Inpatient hospital services;
(2) Skilled nursing home services;
3) Physicians' services;
4) Outpatient hospital or clinic services;

Home health care services;
6 Private duty nursing services;

Physical therapy and related services;
Dental services-

99 :Laboratory anW X-ray services;
10) Prescribed drug, eyeglasses, dentures, and

prosthetic devies;d
(11) Diagnostic, screening and preventive srv-

ices; and
(12) Any other medical care or remedial care

recnsed und tate law.

The Federal Government does not share in the
expe nseof providing medical services to inmates Of
pu institutions (other than medical institutions),
to patients in mental or tuberculosis institutions or to
patients in medical institutions as a result of a din
of tuberculosis or psychosis after 42 days of care.

Medical Asitac for Aged program as such wil
be i oprtive by January 1, 1970, or by adoption of newcomomied medical asisace program, but the MA A

of aged would be governed by the sam elgiblity
= sWith the folloing modifications:

(2) No longer applicable to recipients of Old-Age
Assistance since they will be eligible under new
Program.

(3) Sae but State must provide flexible income
test which takes into account medical expenses
(including health insurance premiums). (See also
State pkn requirements. (See pp. 25-27.)

Essentially the same, except after July 1, 1967, bene-
fits for new medical program must include at least
following five services:

(1) Inpatient hospital services (except in institution
for tuberculosis or mental diseases);

(2) Outpatient hospital services;
l Other laboratory and X-ray services;

4)kiled nuring home services (except in institU-
tion for tuberuloi or mental diseases) for persons
age 21 or older; and

(5) Physician's services whether furnished in the
office, the patient's home, a hospital, a skilled nursing
home or elsewhere;

Other services are optional and are the same as
auhre under existing law with the following

(10) Modified so eyeglasses will prescribed by a
physician skilled in diseases of the eye or by an
optometrist, whichever the individual may select

(12) Modifies provision so that medical care or
remedial care r under State law, either has
to be specified by the Secretary or Is furnished by
licensed practitioners within the scope of their
practice as defined by State law.

Adds provision for inpatient hospital services and
skilled nursing home services for persons age 65 and
over in ttion for tuberculosis or mental disease
Removes exclusion from Federal watching as to aged

individuals who are patients in institutions for tubercu-
losis or mental diseases or who have been diased a
having tuberculosis or psyhosis and, as a result, are
patients in a medical institution. Requires s condition
of Federal participation in such payments to, or for,
mental atet crain emnt and arrangements
to assure that better care .results from the additional
Federal money., Provides that OtWNs will receive no
more in Fe&dea funds unde this provison than they

I



COMPARISON SHOWING PRIOR LAW AND CHANGES MADE BY SOCIAL SECURITY AMENDMENTS OF 1965-COR.
EXTENSION OF KERR-MLLS PROGBA--(•zm

2. Medical A ctne for the Aged--40on
() Mathin formula:

) e al ------

'I

Item Prior law lAw as amended by Public Law 89-97

Federal payments reimburse the States for a POPr-
tion of their epni ure undr ed, plans for
medicae sisac for th gda to an equal-
ization formula which ranges from 50 to 80 percent
deJdi upon the per capita income of the Statesas d national per capital income States
at or above national average get a 50 percent Federal

Federal medical percemnae aplicbe for
JUly 1,1865 tkrougk Jue 80v,1967

State: Per
Alabama ------------------------
Ala --ka ---------------------------
Arizona -------------------------
Arkansas ------------------------
Cal"fom -------------------------
Colorado ------------------------
Connecticut----------------------
Delawar -.-----------------------
District of Columbia----------------
Florida .........................

Idaorgs-----------------------------
MlnAW=-----------------------------
India------------------------------

Io ....--------------------------
nda=s...-------------------------

Kentuky...................

Louisana-----------------------------
Main ------------------------------

Marylan------------------------
Massachusett-------------------------

Michgan. -----------------------
Minnesot-----------------------

--------------------------------
Missour--- ----------------------

Montana ---------------------------

Newad Hampshire---------------------
New Jerpsey--------------------------
New •a• ...................New Me -o------------------------
New York --------------------------
North C insl -----------------------
North Dakota------------------------

78.02
50.00
60.10
79.24
50.00
50.00
50.00
50.00
r.00
62.41
72.49
50.00
68.16
5& 00
50.13
56.90
56.47
73.70
74.16
66.10
50.00
50.00
50.00
55.15
80.00
50.00
59.76
54.39
50.00
55.11
50.00
68.43
50.00
73.27
66.37

Under matching formula for new medical poram
Federal payments reimburse the States for aJprton
of their endnm according to an eq

frlaraqnmg from 50 to 83 percent, devedng uonthe per capita, income at th •!stte as it is .relalu to
the national per capital income. Federal sharing for
States at the a average would be 55 percent; for
most States above the national average, sharing would
be 50 percent. Like MAA there is no ma•Tmum on
the amount in which the Federal Government would
sham

Federal utedica awstace percerlage applcable for
January 1, 1866June 30, 1967

State: Percgena.e2
Alabama-----------------------------79.85
Alaska ----------------------------- 5000
Arizona --------------------------- 63.94

- ----------------------------- 81.67Californi ------------------------- 50.00
Colorado ------------------------- 53.08
Connetiut---- -------------------- 50.00
Delaware. ------------------------- 50.00
District Columbia ---------------- 50.00
Florid. ------------------------- 65.21-- -------- 74.91

a_-52.97
Idaho ---------------------------- 70.73

~ilnois------------------------------- 50L00
Indian----------------------------55.77
Iowa 6--------------------------- 39

-- - -- - - -- - - -- - - -- - - 61.45
Ke -ky ------------------------- 76.70

------------------------------ 76.41
Maine - 69.57
Maryland ------------------------- 50.00

----- 50.00
Maihian.---------------------------- 50.31

M et ------------------------- 60.46
------------------------------------------ ----------------------------- 83.00

Mso -------------------------- 53.90
Montans. ------------------------- 62.86
Nebrask -------------------------- 60.39
Nevada --------------------------- 50.00
New mpshire --------------------- 61.31
New Je-r--y------------------------ 50.00
New Me3ic ----------------------- 70.73
New York ..------------------------ 50.00
North Cron --------------------- 75.58
North Dakots ---------------------- 66.67



(2) Pas along provision -..

(d) State plan requirements ------

Ohio------------Oklahoma_

Oregon.. - - - - -- - - - - -- - - - -
Pennaylvanma__
Rhode Island.
South Carolina.-
South Dakota. .......
Tennessee.. . . . . . . . . . . _ .. .

Texas..
Utah ....................
Vermont ....
Virginia - - - - - - - -- - - - - - - -
Was n..........................
West Virginia.-..

Wyoming.-------------------------....

50.00
67.13
50.00
50.00
50.30
79.32
67.24
74.13
63.43
62.19
62.70
65.11
50.00
70.90
52.55
50.00

'Red • n average pr capital income fa IN6,1 8 and 163

75 percent Federal matching is authorized for cer-
tain rehabilitation services for aged recipients and for
the training of welfare personnel

The Federal Government pays 50 percent of other
administrative costs

No provision in existing law to insure that public
assistance recipients receive higher payments because

of legislation liberalizing the Federal matching
formula.

In order to be eligible for Federal participation,
the State must provide Medical Assistance for the
Aged according to a plan submitted to the Secretary
of Health, Education, and Welfare, and approved
by him which meets the requirements set out in the
law. 'he State plan provisions are generally the
same as those required for the other public assistance
prognras with the following exceptions:

A State plan-
(a) must not require a premium, enrollment fee,

or similar charge as a condition of eligibility;

Ohio...............................Oklahoma...............
Oregon.................

Pennsylvania. ......................
Rhode Island........................
South Carolina .......................
South Dakota.........................
Tennessee...........................
Texas..............................
Utah...............................
Vermont_...........................

52.33
70.32
54.12
54.38
56. 13
81.30
71.05
76.86
67.27
66.30
68.44

Vir nia............................ 66.596
Washington. ..................... 7 50.81
West Virginia................... . 74.27
Wisconsin. .......................... 57.60
Wyoming .......................... 55.47

2 Bsd an av-wge per capit ncmne fr 192 ,196I and 1964.

During the period January 1, 1966, through June 30,
1969, the Federal medical assistance percentage shall
not be less than 105 percent of the Federal share of
medical expenditures by the State during fiscal year
1965.

75 percent Federal matching will be available as
to costs attributable to compensation or training of
skilled professional medical personnel and staff directly
supporting such personnel.

Same as existing law.

Federal matching for any State for any quarter prior
to July 1, 1969, shall be reduced to the extent the excess
of Federal matching for such quarter for the new
medical program, old-age assistance, aid to needy
families with children, aid to the blind, aid to the
permanently and totally disabled, and aid under the
consolidated program over the corresponding quarter
in fiscal year 1964 or 1965 or average quarterly federal
matching for these programs in fiscal year 1964 or 1965
is greater than the excess of total expenditures (Federal,
State, and local) on these programs in such quarter
over the corresponding quarter or of the average total
quarterly expenditures on these programs in fiscal year
1964 or 1965.

The State plan requirements for the new medical
program incorporate many of the plan requirements
of existing programs. The following are the differ-
ences as the particularly affect the Medical Assistance
for the Aged group:

(1) Modifies provision to allow State to impose
premiums, enrollment fees, on similar charges for
certain medical assistance furnished under the plan if
they are reasonably related (as determined in accord-
ance with standards prescribed by the Secretary) to
the recipients income or to his income and resources;



COMPARISON SHOWING PRIOR LAW AND CHANGES MADE BY SOCIAL SECURITY AMENDMENTS OF 1965--Continued
EXTENSION OF KERR-MILLS PROGRAM-Continued

Item

2. Medic Assistane for the Aged--on.
(d)State plan requirements-Con.

Prior law
I' I

(2) must not imporoperty liens during the
lifetime of the individual receiving benefits (ex-
cept pursuant to court judgment on account of
benefits incorrectly paid) and any recovery pro-
visions under the plan must be limited to the estate
of the individual after his death and the death of
his surviving spouse;

(3) must not impose a requirement
which would exclude a citizen of the United States
or a requirement which excludes a resident of the
State;

(4) must also provide, to the extent required by
the Secretary of Health, Education, and Welfare,
for inclusion of residents of the State who are absent
therefrom; and

(6) Include reasonable standards consistent with
the objectives of this title for de 2ng eligibility
for, and the extent of assistance;

(6) If a State has both a program for old-age assist-
ance and medical assistance for the aged it must be
administered by a single State agency;

Law as amended by Public Law 89-97

(2) Broadened so that recovery would be further
postponed where there- is surviving child, under 21
or blind or disabled. No recovery is permitted for
medical assistance received before age 65.

(3) Same as existing law.

(4) Same as existing law.

(5) Same but with addition so that standards (a)
take into account only such income and resources as
are (as determined in accordance with standards
prescribed by the Secretary), available to the appli-
cant or recipient; (b) must provide for reasonable
evaluation of income or resources; (e) do not take
into account the financial responsibility of any in-
dividual for any applicant or recipient who is not
such individuals spouse or child under age 21 or
blind or disabled; and (d) provide for flexibility in the
application of such standards with respect to income
by taking into account (except to the extent pre-
scribed by the Secretary) the costs (whether in the
form of insurance premiums or otherwise) incurred
for medical care.

(6) The medical program may be administered by
any single State agency except that eligibility for
medical assistance must be determined by the agency
that administers old-age assistance (or title XVI).
In certain States with separate blind agencies, how-
ever, the portion of the plan relating to the blind
may be administered by those agencies.
The following additional plan requirements pertinent

to the MAA group are added:
(7) Until July 1, 1970, local funds may be used for

up to 60 percent of non-Federal share of expenditures
under the program. After that date, local participa-
tion may continue if Federal and State funds are
distributed on equalization or other basis that will
assure that lack of adequate local funds will not lessen
the services available under the plan.

(8) No deductible, eosat sharing, or similar charge
will be imposed on any individual in respect to in-
patient hospital service, nor with respect to any
other care or service unless it is reasonably related
(as determined in accordance with standards approved



(e) Use of private healthiRnsurance.

L Effect on other public assistance pro-

(a) Medical vendor program con-
tent and scope.

Includes in the amounts subject to Federal match-lin the ---- dt 1ures for insurance pe- for
medical or any other type of care orthe
cost thereoL

No uniformity required as to elgblt or as to
the amount or scope of benefits between medical
vendor program for Old Age Assistance (title I), Aid to
Families with Dependent Children (title IV), Aid to

by the Secretary) to the recipient's income or his
income and resource.

(9) In the case of aged individuals covered by
the insurance programs (hospital insurance benefits
for the aged, and supplementary medical insurance
benefits for the aged) established by the Act, provide-

(A) For meeting the full cost of any deductible
imposed with respect to any such individual under
such hospital insurance benefits program; and

(B) Where, under the plan, all of a deductible,
cost sharing, or similar charge imposed with respect
to any such individual under the supplementary
medical insurance benefits program is not met, the
portion which is met shall be determined on a basis
reasonably related (as determined in accordance
with standards approved by the Secretary and in-
cluded in the plan) to such individual's income or to
his income and resources.
(10) If benefits are provided for the medically in-

digent aged, similar provision must be made for the
medically indigent blind, disabled, and dependent
children and their parents. Benefits and eligibility
standards must be comparable between groups. The
benefits provided to the medically indigent cannot be
greater than those provided to the cash recipients.

(1) Safe s must be provided to insure deter-
mination of eligibility and provision of services be
administratively simple and in the best interest ofrecipients.

(12) Provide for entering into cooperative arrange-
ments with the State agencies responsible for adminis-
tering of health services and vocational rehabilitation
services, looking toward maximum utilization of such
services in the provision- of medical assistance under
the plan.

(13) Provide forl the reasonable cost (as deter-
mined in accordance with standards approved by the
Secretary and included in the plan) of inpatient
hospital services provided under the plan.

(14) Include descriptions of kinds, numbers, and
responsibilities of professional medical personnel, the
standards to be used by standard-setting authorities
for institutions, the cooperative arrangements with
State health and vocational rehabilitation agencies,

* and other standards and methods to be used to assure
provision of medical or remedial care and chat services
are of high quality.
Same as existing law.

Federal participation in medical vendor payments will
cease after Dec. 31, 1969 (or upon the States' imple-
mentation of the new program if earlier) as to all existing
titles (I, WV, X, XIV, and XVI). After that date



COMPARISON SHOWING PRIOR LAW AND CHANGES MADE BY SOCIAL SECURITY AMENDMENTS
OF 1965-Continued

EXTENSION OF KERR-MILLS PROGRAM-Continued

item IPrior law iLaw as amended by Public Law 89-97

3. Effect on other public
grams-Continued

assistance pro-

(b) Benefits------------------

Blind (title X) Aid to Permanently and Totally Dis-
abled (title X1)d, and the consolidated program for the
aged, bind, and disabled (title XVI).

Medical vendor programs for the medically indi-
gent aged (MAA) can be greater in amount and scope
than that for recipients on the cash assistance
programs-

No specific medical care benefits required as a con-
dition of Federal participation.

Federal participation in vendor payments will be avail-
able solely through the new medical program.

If a State program covers the medically indigent aged
(MAA), it must provide (except as specified) the same
benefits in amount, duration, and scope to comparably
medically indigent individuals who would, if in financial
need, be in the other categories of assistance. The
amount, duration, and scope of medical assistance for
recipients of cash assistance under any of the programs
cannot be less than that provided for the medically
indigent. The amount, duration, and scope of medical
assistance available must be (except as specified) the
same as to recipients on all cash assistance programs.

Effective July 1, 1967, as to the new program, the
States could not exclude any person who has not at-
tained age 21 and who would be considered a dependent
child except for the age and school attendance require-
ments under the State s aid to families with dependent
children plan. Moreover, for matching purposes de-
pendent children and adult care takers could be included
even though they did not meet the State plan require-
ment for need and age, if they are otherwise qualified for
cash payments under the aid to families with dependent
children program. States could also receive Federal
matching in medical assistance for medically needy
children who did not so qualify if the State plan in-
cluded such children.

The Secretary of Health, Education, and Welfare
shall not authorize matching unless the State makes a
satisfactory showing that it is making efforts in the
direction of broadening the scope of the care and serv-
ices made available under the plan and in the direction
of liberalizin; the eligibility requirements for medical
assistance, with a view toward furnishing by July 1,
1975, comprehensive care and services to substantially
all individuals who meet the plan's eligibility standards
with respect to income and resources, including services
to enable such individuals to attain or retain inde-
pendence or self-care.Provides that no lien may be imposed against the
property of individual prior to his death, and tht as
to recipients under 65 years of age there shall be no
recovery or adjustment as to any medical assistance
correctly paid.

After July 1, 1967, benefits for new medical program
must include at least following 5 services:

(1) inpatient hospital services; (except in institu-
tions for tuberculosis or mental diseases);

i



(c) formla-vendor
payments.

(2) Outpatient hospital ser vices;
(3) other laboratory and X-ray services;skied. nrsin home services (except in institu-

tions for tuberculosis or mental diseases) for persons
age 21 or older;

(5) physiians, services whether furnished in the
offie the patient's home, a hospital, a skilled nursing
home, or elsewhere;
Othesrv are optional
The State plan must provide for the payment of

reasonable costs of inpatient hospital services as is done
for MAfA group.

As to all categories of recipients, provides Federal
participation (vare from 50 'to 83 percent). Like
MAA, there is no maium on the amount which
the Federal Government would share in.

OThe "Fedual percent determins the amount of Federam participation as to the amount of average payments between $35 and $70 for the adult pro-
pam ($17 to $30 for AFDC.

There are various formulas which determine the
extent of Federal participation:

,Aid to families wit dependent cWilden (titl
V)M.-Medical payments and cash assistance com-

bined in one formula with Federal participation
limited to an average monthly- expenditure of $30
per child or adult recipient.

Aid So blind (Mite X) and aid topemaenl and
totally disabled (title XIV)--Medialý payment and
cash amistance combined in one formula as to each
program with Federal Uparticiation limited to an
average monthly expenditure of $70 per recipient.

O a aistan (tOite 1).-A separate medical
payments formula which is applicable to $15 of ex-
penditures above the $70 average monthly partici-

limit or to $15 of expenditures within the $70

For States with average monthly payments over
$70,, the Federal Government p in the ex-
penditures in excess of that amount except that such
participation is limited to the amount of the average
vendor medical payment with a mxmum of $15.
The Federal share in the excess expenditure is the
"Federal medical percentage" for the State, which
ranges from 50 to 80 percent under a formula based on
per capita income.

For States with average monthly payments of $70
or less, the additional Federal share in average ven-
dor medical payments up to $15 is an additional 15
percent over the 'Tederal percentage"* (which

rne-from 50 percent to 65 percent based on per
Cappa income).

This prcentage, when added to the usual "Federal
percentae," results in a total Federal share of from
65 to 80 percent. The additional Federal share of
15 percent also is available to States with average
monthly payments over $70 when it is advantageous
to them as an alternative to the method described
above.

Combined proam for aged, blind and dimaed
(Mi&ls X Vl).;-As of December 1, 1964, some 14 juris-
dictions had combined programs for the adult cate-
gories. The Federal participation as to this pro-
gram is the same as for OAA.



PUBLIC ASSISTANCE
L INCREASE IN FEDERAL MATCHING FORMULA

Item Prior law Law as amended by Public Law 89-7

A. Payments for ol-g wssdanc - aid tothe i and atd-to the phrmanmtly
and total•ly .the

Aft LWid ndpom

Federal aching share is $29 of the first $35 (% of
the flint $35) with variable-matching on the amount
above $35 up to a maximum of $70 per reciient per
month.

Matching for States whose per capital income is at
or above the national average is 50 p t, while forStates below the national average it vaes up to 85
percent.

The "Federal percentages" as promulgated for the
rniod July 1, 1965, through June 30, 1967, are as

Wove:Federal
State: perce I

Alabama ------------------------- 65.00
Alaska --------------------------- 50.00
Arizona -------------------------- 60. 10
Arkansas---- --------------------- 65.00
California ------------------------- 50.00
Colorado -------------------------- 00
Connecticut ----------------------- 50. 00
Delaware.------------------------- 50.00
District of Columbia ----------------- 50.00
Florida.-------------------------- 62.41
Georgia. ---------------------------- 65.00
HawaL ----------------------------- 50.00
Idaho ---------------------------- 65.00
Illinois --------------------------- 50.00

-ndiana 50. 13
Iowa_ ------------------------------ 56.90
Kansas. ------------------------- 5647
Kentucky- ----------------------- 65.00
Ti s .ana ------------------------- 56500
Main. ---------------------------- 500

Marl--------------------------- 50.00
Masschuett --------------------- 50.00

Mic-higan ---------------------------- 50.00
-n-t------------------------- 55.15

Mi-pi------------------------ 65.00
Msour-------------------------- 5000
Montana.. ------------------- 59.76
Nebrska ------------------------- 54.39
Nevada .--------------------------- 50
New Hampshire. .------ 5511
New Jey--- -o-------5000
New Mexico--------------- 65.00
New York. ------------------------ 50.00
North Carolina ..-------------------- 65.00
North Dakota --------------------- 6500
Ohio ----------------------------- 50.00
Oklahoma ------ ------------------- 6500
Oregon. ....- ------- 50.00

Effective January 1t '19866, the Federal mthn
shar will be increased to $31 out of the first $37('io
the first $37) with varil matching on the amount
above $37 up. to-& maximum of $75 per recipient per
month.

No change.

v



• Pennsylvania---------------------- 50. 00
Rhode Island ld - 5M 30
South C ar olinana- -- 65 00
South Dakota-- - 65 00
Tennessee- 65. 00
Texas- 63.43
Utah t a- ---- 62.19
Vermont ---------------- j270
V ir g nia . 65.00

W as hi gtn..50.00
West Vi-gini -- 65 00
Wisconsin. 52.55
Wyoming- - 50 00

'Basd on average per capita Income for 1M61. 1962, and .

Vaidor vmedcal panwmnte.-For old-age asitneand
for the combined ed, b-lind, and disabled
there is additional Federal matching as to medical
vendor payments (Le., payments d-ircl to the
providers of medical services) with respect to State
expenditures for medical or remedial care, the larger
of the following alternatives:

"Federal medical percentage" of vendor pay-
ment expenditures that are above $70 per month,
up to $15 per recipient per month.
or

15 percent of vendor payment expenditures, up to
$15 per recipient per month.
The "Federal medical prcentage" is dependent on

the relationship between State per capita income and
the national per capita income. The percentage ranges
from 50 percent for States at or above the national
average to 80 percent for States with the lowest income,

For States with average monthly payments over $70,
the Federal Government participates at the rate of the
"Federal medical percentage" in the expenditures over
$70 except that such participation is limited to the
amount of the average vendor medical payment up to
$15 per recipient per month.

For States with average monthly payments of
$70 per month or less, the Federal share in average
-vendor medical payments up to $15 per recipient
per month is an additional 15 percent over and
above the "Federal percentage" used tocompute
the Federal sha.e of money payments.

Provision is also made that a State with an
average payment over $70 per month can never
receive less in additional Federal funds in respect
to such medical service costs than if it had an aver-
age payment of $70 per month.
Permits Federal matching of State expenditures

under all four public assistance programs for medical
or remedial care furnished within 3 months before the
month in which a person applies for asmistance.

For those States which adopt the optional com-
bined aged, blind, and disabled program the addi-
tional $15 matching for medical vendor payments is
applicable to the blind and disabled recipient under
the combined program.

No change; but vendor modioal provisions become
obsolete on January 1, 1970.

Formula also changed to reflect new matching
mamurnm on assistance payments of $75.

Formula is restated so that amounts in which theFederal Government participates at the "Federal
medical pretgo are counted before those in which
participation is at this "Federal percentaget"



PUBLIC ASSISTANCE--Centinued
.L ONC E IN FEDERAL MATCHING FORMULA---Condnued

Item Prior law Law as amended by Public Law 89-97

B. Payment. for aid to
enmdent children.

families with de-

i.

CZ Speca formula for Puerto Rico, Virgin
Islands, and Guam:

1. Matching formula ..-------

2. Dolla limiatin.-.......

DM Pass along provision..--------

Altermive formula
Federal share

for computing

For money and medical vendor payments the Federal
share is $14 out of the first $17 ('Sr of the first $17) per
recipient per month with variable matching on the
amount above $17 up to a maximum of $30 p re-
cipient per month. Variable matching for the States
is at the sae rentages as old-age assistance" moneypayment mthn

Federal matching on a 50-50 basis on both money
and vendor medical payments up to a mamum of
$37.50 a month times the number of recipients on the
old-age. blind, and disabled program with a maximum
of $18 a month times the number of recipients on the
aid to dependent children program.

Addition math for vendor medical expenditures
is available for up to $7.50 per month per recipient on
old- assistance nd combined adult program rather
than the additional $15 per month per recipient 'which
applies to the States and the District of Columbia.

Total Federal payments for all 4 public assistance

--$9,800,000
Virgin Islands ------------------------- 330,000
Guam ------------------------------ 450, 000

In each ease a portion of these amounts is only avail-
able iT used to Provide additional medical vendor pay-
ments on behalf of assistance recipients:
Puerto Rico ------------------------ $625,000
Virgin Islands -------------------------- 18,750
GUAM--------------------------------25,000

Federal payments for programs of medical assistance
,for the aged are excepted from dollar limitation pro-
vision.

No provision in existing law to insure that public
assistance recipients receive higher payments because
of legislation liberalizing the Federal matching formula.

No provision.

Effective January 1, 1966, the Federal matching share
would be increased to $15 out of the first $18 (0 of the
first $18) with variable matching on the amount above
$18 up to a maximum of $32 per month per recipient.

No change.

No change.

Deletes required earmarking for medical vendor
payments on roval of its plan for medical assistane
under title XIX

Federal matching for any State for any quarter shall
be reduced to the extent that the excess of the Federal
matching for such Quarter over the coresponding
quarter for 1964 or 1965 or the average Federal matching
for quarter in fiscal 1964 or 1965 is greater than the
excess of total Federal, State, and local expenditures
for the quarter over the corresponding quarter or the
average Frederl, State, an ocal total expenditures
for quarters in fiscal. 1964 or 1965.

Permits any State that has an approved plan for
medical assistance, unde title =I to claim Federal
matching for its expenMditure under all of its public
assistance under the same formula provided
under title- instead of using the varying formulasin the other progrms.



7.F° Conserat~on of Income In determina-
tion of need.

1. Disregarding earnings and other
income in old-age assistance
and aged in combined pro-
gram (title XVI).

2. Disreardng earnings and other
income of blind individuals
under title X and under title
XVI (combined program).

3. Disregarding e and other
income of disabled individual
under title XIV and under
title XVI (combined program).

4. Disregarding earnings and other
income in aid to families with
dependent children (title IV).

5. Disregarding OASDI benefit
increase, and child's benefit
beyond age 18, to extent at-
tributable to retroactive ef-
fective date.

In determ-ning the need of an aged recipient, a State
may, after Dec. 31, 1962, disregard a portion of earned
income. Of the first $50 per month, the State may
disregard up to the first $10 completely, plus % of the
remainder.

In determining need of blind individuals, a State
must d the first $8.5 per month of earned in-
come and for up to a 12-month period, any other
income and resources needed to accomplish an ap-
proved plan for self-support, with option to State to
extend up to additional 24 months.

No provision.

No provision.

No provision in past legislation to exempt OASDI
benefit increases from public assistance income con-
siderations.

IL MENTAL AND TB EXCLUSION

A. Old-a.e assistance and aged individ-
ual n combined program (title XVI).

Federal matching is available as to cash and vendor
payment, but does not include-

(1) Cash or vendor payments on behalf of an in-
mate of a public institution (except as a patient in
medical institution) or any individual who is a patient
in an institution for tuberculosis or mental diseases;
or

(2) Any cash payments to any individual who has
been diagnosed a' having tuberculosis or psychosis
and is a patient in a medical institution as a result
there;

(3) Vendor payments on behalf of any individual
who is a patient in a medical institution as a result
of a diagnosis of tubercu osis or psychosis with respect
to any period after the individual has been a patient
in such an institution for 42 days.

(1) Deletes tuberculosis and mental exclusion for
individuals age 65 or over; retains exclusion as to pay-
ments to inmates of a public institution (except as a
patient in a mental institution).

(2) Deletes tuberculosis and mental exclusion.

(3) Deletes tuberculosis and mental exclusion entirely

In determining need of an aged recipient, a State may,
after Oct. 1, 1965, disregard up to $5 per month of
any income and also disregard an additional portion
of earned income- Of the first $80per month of addi-
tional income which is earned, the State may disregard
the first $20 completely, plus ý4 of the remainder.

Effective October 1, 1965, over and above present
exemptions, State may disregard up to $5 per month
of any income.

In determining need of a disabled recipient under
titles XIV and XVI, effective October 1, 1965, a State
may disregard up to $5 of any income and of the first
$80 per month of additional income which is earned,
the State may disregard the first $20 completely, plus 3
of the remainder and may also disregard for up to
36 months such additional amounts of income and
resources as may be necessary for the fulfillment of an
approved plan for achieving self-support but only while
he is actually undergoing vocational rehabilitation.

In determining need under title IV, effective July 1,
1965, the State may disregard not more than $50 per
month of earned income of each dependent child under
age 18 but not more than $150 per month in the same
home. Effective October 1, 1965, the State may
disregard up to $5 of any income before disregarding
child's earned income as provided above.

Would allow a State to disregard the retroactive por-
tion (back to January 1965) of the 7 percent benefit
increase or the child benefit for children over 18 in
school in determining need of the aged, blind, disabled,
or families with dependent children.



PUBLIC ASSISTANCE- COtued
II. MENTAL AND TB EXCLUSION-Coadtad

Item I Pribr law Law as amended by Public Law 89-97

B. Aid to blind and disabled-

C. Medical assistance for the aged --------

IA. State plan requirements-

Federal matching is available as to cash and vendor
payment, but does not include-

(1) Cash or vendor payments on behalf of an in-
mate of a public institution (except as a patient in
medical institution) or any individual who is a
patient in an institution for tuberculosis or mental
diseases; or

(2) Any cash or vendor payments to any individual
who has been diagnosed as having tuberculosis or
psychosis and is a patient in a medical institution as
a result thereof;

Federal matching is available as to vendor pay-
ments but does not include-

(1) Payments on behalf of an inmate of a public
institution (except as a patient in a medical institu-
tion) or any individual who is a patient in an insti-
tution for tuberculosis or mental diseases, or

(2) On behalf of any individual who is a patient in
a medical institution as a result of a diagnosis of tu-
berculosis or psychosis with respect to any period
after the individual has been a patient in such an
institution for 42 days.
No provision.

(1) No change.

(2) Deletes tuberculosis and mental exclusion.

(1) Deletes tuberculosis and mental exclusion; re-
tains exclusion as to payments to inmates of a public
institution (except as a patient in a mental institution).

(2) Deletes tuberculosis and mental exclusion en-
tirely.

As to old-age assistance, medical assistance for the
aged, combined program (title XVI) or new medical
assistance program (title XIX) adds requirement that
if State plan includes cash payment or vendor payments
to persons in mental institutions it must-

(1) Provide for having in effect arrangements with
the State mental health authority or authorities, and,
where appropriate, with such institutions, including
arrangements for joint planning, development of
alternate methods of care, assurance of immediate
readmittance to institutions where needed for indi-
viduals under alternate plans of care, allowing access
to patients and facilities, furnishing information,
and making reports, as may be necessary to enable
the State agency to carry out its responsibilities
under the State plan;

(2) Provide for an individual plan for each patient
to assure that the institutional care provided to him
is in his best interests, including, to that end, assur-
ances that there will be initial and periodic review of
his medical and other needs, that he will be given
appropriate medical treatment within the institution,
and that there will be periodic determination of his
need for continued treatment in the institution;

(3) Provide for the development of alternate plans
of care, making maximum utilization of available
resources, for recipients who would otherwise need
care in such institutions, including appropriate med-
ical treatment and other assistance, for rehabilitation

C
e-



E. Pass along provision ........

A. Protective payments under old-age as-
sistance, ald to the blind, and aid to
the permanently and totally disabled,
and the combined program (title
XVI).

Definition of medical assistance for the
aged.

No provision.

1I. PROTECTIVE PAYMENTS

Federal financial participation as to money payments
to needy persons or their legal guardians has been au-
thorized since 1935. Vendor payments, made directly
to the suppliers of medical services on behalf of recipi-
ents have been authorized by the 1950 amendments.
Since 1958, payments have been authorized to be made
to another person who is judicially appointed for the
purpose of receiving and managing such assistance
payments (whether or not he is such individual's legal
representative for other purposes).

IV. OTHER CHANGES

The term "medical assistance for the aged" means
payments of part or all of the cost of care and services
(if provided in or after the 3d month before the month
In which the recipient makes application for assistance)
for individuals 65 years of age or older who are not
recipients of old-age assistance but whose income and
resources are insufficient to meet all of the cost of
medical services.

services which are appropriate for such, and for
methods of administration necessary to assure that
these provisions will be effectively carried out; and

(4) Provide methods of determining the reasonable
cost of institutional care for such patients.
And, if the State elects to provide vendor or cash

payments to patients in public institutions for mental
diseases, it must be shown that the State is making
satisfactory progress toward developing a comprehensive
mental health program, including provision for utiliza-
tion of community mental health centers, nursing homes,
and other alternatives to institutional care.

Federal matching for any State for any quarter which
is attributable to State or local expenditures with re-
spect to patients in institutions for tuberculosis or
mental diseases shall only be paid to extent that the
State makes a showing satisfactory to the Secretary
that it has increased Federal, State, and local expendi-
tures for mental health services under public health and
public welfare programs in the State over the average
of such expenditures for quarters in fiscal year 1965.

Authorizes protective payments to be made to a per-
son who is interested in or concerned with the welfare of
the needy person under a State plan which provides for-

(1) Determination by the State agenc,) that pay-
ments in this form are necessary, because the needy
person has, by reason of his physical or mental condi-
tion, such inability to manage funds that making cash
payments to him would be contrary to his welfare;

(2) Jpecial efforts to protect the welfare and im-
prove the ability of the needy individual to managefunds;

(3) Periodic review of the situation to determine
whether such payments to an interested person are
still necessary-and seeking judicial appointment of a
guardian or legal representative if and when such
action will serve the interests of such needy indi-
vidual; and

(4) Opportunity for a fair hearing before the State
agency on the determination that payments to an
interested person are necessary.

(5) Payments which together with other income
meet the individual's need in full.

liminates restriction upon Federal matching for
recipients of old-age assistance for month they are ad-
mitted to or discharged from a medical institution,
effective July 1, 1965.



PUBLIC ASSISTANCE-Continued
IV. OTHER CEANGES-Continued

Im jPrior law Law as amended by Public Law 89-97

B. Exemption of earnings
.poverty program.

under the

C. Administrative and Judicial Review of
Administrative Actions:

(1) Initial approval of State plan--.

The Economic Opportumity Act of 1964 provides
that certain amounts of income derived under titles
I and II of that act may not be taken into account
by State public assistance programs after June 30,
1965.

No explicit authority for review of Secretary's
approval of a plan which is submitted by a State.

dis-I

V

Provides a further grace period for State compliance
with this provision so that no funds will be withheld
before the 1st month after the adjournment of a State's
first regular legislative session which adjourns after
the date of the enactment of the Economic Opportunity
Act (Aug. 20, 1964).

Sets up specific statutory procedures for review of
administrative determinations: When a State submits a
new plan under one of the public assistance titles, the
Secretary shall make a determination within 90 days as
to whether the proposal meets the applicable require-
ments for approval. This iod may be extended by
written agreement of the Secretary and the State. If
the State is dissatisfied with the Secretary's determina-
tion, it may, within 60 days, petition for a reconsider-
ation. The Secretary shall, within 30 days after receipt
of the petition, set a time and place for a hearing, to
begin from 20 to 60 days after the date notice of the
hearing is furnished to the State, unless the Secretary
and the State agree in writing upon another time.
Within 60 days of the conclusion of the hearing, the
Secretary shall affirm, modify, or reverse his original
determinations. If the State is dissatisfied with this
final determination, it may, within 60 days, appeal to
the U.S. court of appeals. In the judicial proceeding,
the findings of fact, by the Secretary shall be conclusive
if supported by substantial evidence; if good cause
shown for taking further evidence, the court may remand
the case to the Secretary for this purpose. The court
may affirm the action of the Secretary or set it aside, in
whole or in part. The court's judgment shall be subject
to review by the Supreme Court of the United States
upon certiorari or certification.

The foregoing procedures are also applicable, at the
option of the State, upon submittal of any amendment
of an approved State plan.

The bill further provides that action pursuant to an
initial determination of the Secretary, as therein
described, shall not be stayed pending reconsideration.
If the Secretary subsequently determines that his initial
determination was incorrect, he shall pay forthwith in
a lump sum any amounts, not otherwise already paid,
which are payable to the State in accordance with the
corrected determination of the Secretary on the basis
of the expenditures made by the State.



(2)Sequent nncompliance.....

(3) Audit oxeetions (disallowance
=Of spcfcitems for Federal
patIcipgation).

ulcassactilsteSceaysa

Under all public sasace titles the Sertr shallgive reasonable notice and opportunity for hearing to a

State prior to discontinuing payments under a pre-
viously approved State plan because of his findin
that the plan has been so changed that it no longer
complies with certain requirements of the law.

No-specific authority for review of Secretary's dis-
allowances.

(4) Effective date---------------I ----------------------------------------
D. E ty o children over age 18 for

aid to families with dependent chil-
dren (title IV).

States may provide aid to children 18-21 years of age
who are attending a high school or a vocational or tech-
nical training course and receive federal sharing in such
aid.

Makes final determination of the Secretary subject
to judicial review in the same manner as outlined above.

Provides that whenever the Secretarydetermines
that there shall be a disallowance the State shall be
be entitled, on request, to an administrative reconsidera-
tion of the decision.

Effective as to determinations made after December31, 1965.Amends present provision to permit federal sharing
in aid to children 18-21 regularly attending a school,
college, or university, or vocational or technical training
course.



MATERNAL AND CHILD HEALTH SERVICES
(Title V of Social Security Act)

Item Prior law Law as amended by Public Law 89-97

'L Increase in thor on--------- $40,000,000 for the fiscal year ending June 30, 1966. $45,000,000 for the fiscal year ending June 30, 1966.
$40,000,000 for the fiscal year ending June 30, 1967. $50,000,000 for the fiscal year ending June 30, 1967.
$45,000,000 each for the fiscal year ending June 30, $55,000,000 each for the f 'Year ending June 3

1968 and 1969. 1968 and 1969.
$50,000,000 for the fiscal year ending June 30, 1970 $60,000,000 for the fiscal year ending June 30, 1970,

and for each succeeding fiscal year thereafter. and each fiscal year thereafter.
IL Provision for extension of services to No provision. Requirement that after June 30, 1966, a State make

children in additional parts of State. a satisfactory showing that It is extending the provision
of maternal and child health services with a view to
making services available by July 1, 1975, to children
in all parts of the State.

I3.L Payment of asa cost of In- No provision. Requires effective July 1, 1967, payment of reason-
patient hospital service. able cost (as determined in accordance with standards

approved by the Secretary and included in maternal
and child health services plans) of inpatient hospital
services provided under the plans.

t



CRIPPLED CMDREN'S SERVICES

(Title V of Socia Securty Act)

Item Prior law Law as amended by Public Law 89-97

L ncrea in authorztion--$40,000,000 for the fiscal year ending June930,196. $45,000,000 for the fiscal year ending June 30, 1968

$40,000,000 for the fiscal year ending June 30,1967. $50,000,000 for the fiscal year ending June 30 1967.
$45,000,000 each for the fiscal year ending June 30, $55,00,000 each for the fiscal year ending uno 30

1968 and 1969. 1988 and 1969.
$50,000,000 for the fiscal year ending June 30, 1970 $60,000,000 for the fiscal year ending June 30, 1970,

and for each succeeding fiscal year thereafter. and for each fiscal year thereafter.
UL Providan for extenhion of services to No provision. Requirement that after June 30, 1966, a State make a

children in additional parts of State. satisfactory showing that it is extending the provion
of Crippled Children's Services with a view to making
services available by July 1, 1975, to children in al
parts of the State.

[UL Authoriation for grants to institu- No explicit provision. Authorization of $5,000,000 for fiscal year ending
tions of higher ing for training June 30, 1967, $10,000,000 for fiscal year ending June
ot ] o personnel. 30, 1968, and $17,500,000 for each fiscal yea thereafter

for grants to institutions of higher 1 for tgrainn
proesional peMrsnnel for health and related
crippled children particularly mentally retarded chil-
dren and children with mul ncaps.

IV. Payment of reasonable cost of in- No provision. Requires effective ud 1, 1967, payment of reason-
patiet hospital services, able cost (as determinein accordance with standards

approved by the Secretary and included in Crippled
dr ' Services plans) of inpatient hospital services

provided under the plan.



CHILD WeoFAR SERVICES
(Tite V of Social Securiy Act)

Item Prior law Law as amended by Public Law 89-97

L Increase in authorization-. $40,000,000 for the fiscal year ending June 30,
$45,000,000 for the fiscal year ending June 30,
$45,000,000 for the fiscal year June 30,
$50,000,000 for the fiscal year e"n June 30,

and succeeding fiscal years.

1966.
1967.
1968.
1969,

Earmarking: From annual appropriation for child
welfare services, the excess over $25,000,000 is ear-
marked for support of day care activities in the States,
but earmarked amount may not exceed $10,000,000.

Allotments: The earmarked amount Is allotted so
that each State shall have an amount which bear the
same ratio to the total amount earmarked as the prod-
uct of (1) the population of each State (under the age
of 21) and (2) the allotment percentage (based on rela-
tive per capita income) bears to the sum of the corre-
sponding products of all the States. But any State
allotments under $10,000 shall be Increased to that
amount by proportionately reducing allotments to each
of the - -ini State&

State plan requirements: Provides the followingrequirements:
(1) Plan must be developed Jointly by the State

agency and the Secretary of Health, Education,
anid Welfare.

(2) Plan must provide, with respect to day
care-

v (a) for amngements with State health and
public school authorities to assure maximum
Utilization of such agencies in the provision
of health care and education to day care
children;

(b) for an advisory committee to advise
the State agency on general policy relating
to the provision of day care, represents
public and private groups interested in day

(;5 for assuring that day care is
provided only in cases where it is in the in-
treest of mother and child, and where a need
for it exists; and

(d) for -ving priority in determining the
need for day care, to low income groups,
other groups, and geographical areas with the
greatest relative needs for such care. Effec-
tive July 1, 1963.

$45,000,000 for the fiscal year ending June 30, 1966.
$50,000,000 for the fiscal year ending June 30, 1967.
$55,000,000 for the fiscal year ending June 30, 1968.
$55,000,000 for the fiscal year ending June 30, 1969.
$60,000,000 for the fiscal year ending June 30, 1970,

and for each fiscal year thereafter.
Deletes provision for earmarking.

Deletes provision for allotments.

No change.



Eligible facilities: Day care which is supported
under this program must be provided in facilities (in-
cluding private homes) which are licensed by the State,
or approved (as meeting the licensing requirements) by
the State agency which is responsible for licensing this
type of facility.

Made a plan requirement that day care under the
plan will be provided only in facilities (including private
homes) which are licensed by the State or approved as
meeting standards established for licensing.

Day care amendments effective January 1, 1966.



SPECIAL PROJECT GRANTS FOR HEALTH OF SCHOOL AND PRESCHOOL CHILDREN

(Title V ofL&oda Security Act)

Item Prior law Law as amended by Public Low 89-97

L Authorization .. ----------- No provision. Authorization of $15,000,000 for the fiscal year ending
June 30, 1966, $35,000,000 for the fiscal year ending
June 30, 1967, $40,000,000 for fiscal year ending June
30, 1968, $45,000,000 for the fiscal year ending June 30,
1969 and $50,000,000 for the fiscal year ending June
30, 1970, for project grants to the State health agency
or with its consent the health agency of any political
subdivision of the State, to the State agency admin-
istering or supervising the administration of the State
crippled children's program, to schools of medicine
and to teaching hospital affiliated with medical
to pay not to exceed75 percent of the cost of projects of a
comprehensive nature for health care and services for
children of school age and preschool children. To he
comprehensive in nature projects for children and youth
of school age must include screening, diagnosis,
ventive services, treatment, correction of defects, and
aftercare Projects must provide for (1) coordination
with and utilization of other State and local health,
welfare, and education programs for such children; (2)
payment of reasonable cost of inpatient hospital services;
(3) treatment, correction of defects, or aftercare to be
available only to children who would not otherwise
receive it because they are from low-income families or
for other reasons beyond their control; and (4) inclusion
of such screening. diagnosis, preventive services, treat-
ment, correction of defects and aftercare, medical or
dental, as required by the Secretary.



MISCELLANEOUS AMENDMENTS RELATING TO HEALTH CARE

Item Prior law Law as amended by Public Law 89-97

I. Health Study of Resources Relating No provision. Authorizes an appropriation of $500,000 each for the
to Children's Emotional Illness. fiscal year ending June 30, 1966, and the fiscal year

ending June 30, 1967, for grants for research into and
study of the resources, methods, and practices for
diagnosing or preventing emotional Illness in children
anclof treating, caring for, and rehabilitating children
with emotional illness.

II. Grants for mental retardationp an- $2,200,000 was authorized for grants during each of Authorizes $2,750,000 each year for fiscal 1966 and
ming. (Title XVI of the oc fiscal 1964 and fiscal 1965. fiscal 1967. Sums appropriated during fiscal 1966 are
Security Act.) for grants during that year and the 2 succeeding fiscal

years. Sums appropriated in fiscal 1967 are also avail-
able until June 30, 1968.



OLD-AGE, SURVIVORS, AND DISABILTY INSURANCE

(Title I1 of the Sdcial Security Act)
L COVERAGE

Item Prior law Law as amended by Public Law 89-97

A.L Self-employedmp.

1. Professional groups -----

2. M inites st------------

3. Farm operators. -

Covers all self-employed if they have net earns
from self-employment of $400 a year except that certain
types of income, including dividends, interest, sale of
capital assets, and rentals from real estate (including
certain rentals paid in crop shares-see item 3, "Farm
operators") are not covered unless received by dealers
in real estate and securities in the course of business
dealings.

CoW all professional groups except physicians.

Covers duly ordained, commissoned or licensed min-
ist Christian Science practitioners, and members
of ious orders (other than those who have taken
a vow of poverty) serving in the United States, and
thoaq serving outside the country who are citizens
and dither working for U. emoyers or serving a
congregation predominantly made up of U.S. citizens.
Coverage is available under the self-employment
cove rag provisions on an individual voluntary basis
nqeai~ess of whether they are employees or self-em-ployea~d.

Cecr farm operators on the same basis as other
self-employed persons except that farm operators whose
annual gross earnings are $1,800 or less can report
either their actual net earnings or 66% percent of their
gross earnings.

Farmers whose annual gross earnings are over $1,800
report their actual net earnings if over $1,200, but
If actual net earnings are less than $1,200, they may
report $1,200.

Permits exemption from the social security self-
employment tax of individuals who have conscientious
objections to insurance (including social security) by
reason of their adherence to the established tenets or
teachings of a religious sect (or division thereof) of which
they are members. The exemption could be granted
with respect to taxable years beginning after Dec. 31,
1950.

The sect (or division thereof) must be one that has
been in existence at all times since De. 31, 1950, and has
for a substantial period of time been m ng reasonable
provision for its dependent members. Before an indi-
vidual could be granted exemption he would be required
to waive all benefits and other payments under any In-'
surance system established by the Social Security Act
on the basis of his own earnings as well as all such I
benefits and other payments to him based on the earn-
ings of any other person. The exemption could not be
granted to any person who has been entitled to social
security benefits, or to one whose earnings have pro-
vided the basis for entitlement to social security benefits
for any other person.

Covers physicians. Effective for taxable years end-
ing on or after Dec. 31, 1965.

Extends through April 15, 1966, the period within-
which ministers who have been in practice at least 2
years since 1954 may file certificate electing social
security coverage. Permits social. security credit to
be obtained for the earnings of certain ministers who die
or file waiver certificates before April 16, 1966, where
such earnings were reported for social security purposes
but cannot be credited under present law.

Modifies exception so that farm operators whose
annual gross earnings are $2,400 or less can report
either their actual net earnings or 66% percent of their
gross earnings. Farmers whose gross earnings are over

23,400 report actual net earnings if over $1,600, but if
actual net is less than $1,600, they may report either
actual net earnings or $1,600. Effective as to taxable
years beginning after Dec. 31, 1965.



P 4

4. Public officials_

5. Newspaper vendors--.

B. Employees .......

1. Agricultural workers_-.

2. Domestic workers-_

3. Casual labor

Rentals from real estate are not creditable as self-
employment earnings, but if landlord under arrange-
ments with tenant or share farmer participates ma-
terially in the production of, or in the management
of, the crops or livestock on his land, the Income is
covered.

Ercuds individuals performing functions of public
officials.

Cvr individuals over 18 who buy newspapers and
magaies at one price and sell them at another re-
iar Mess of whether they are guaranteed minimum
compensation or may return unsold papers and
magazines.

Covers employees including certain agent or commis-
sion drivers, life insurance salesmen, homeworkers,
traveling salesmen, and officers of corporations regard-
less of t& common-law definition of employee.

Covers agricultural workers who either (1) are paid
$150 or more in cash wages in a calendar year by an em-
ployer or (2) perform agricultural labor for an em-
ployer on 20 days or more during the calendar year.
Workers who are recruited and paid by a crew leader
shall be deemed Ao be employees of the crew leader if
such crew leader* is not, by written agreement, desig-
nated to be an employee of the owner or tenant and
if such crew leader is customarily engaged in recruit-ing and supplying individuals to perform agricultural
labor; under such circumstances the crew leader shall
be deemed to be self-employed.

And excludes:
a. Mexican contract workers.
b. Workers lawfully admitted to the United States

from the Bahamas, Jamaica, and other islands in the
British West Indies or from any other foreign co-untry
or its possessions, on a temporary basis to perform
agricultural labor.

'overs persons performing domestic service in private
nonfarm homes Nf they receive $50 or more during a
calendar quarter from 1 employer. Noncash remuner-
ation is excluded.

Rzcudes students performing domestic service in
clubs or fraternities if enrolled and regularly attending
classes at school, college, or university.

Coers cash remuneration for service not in the course
of the employer's trade or business if the remunera-
tion is $50 or more from I employer during a calendar
quarter.

No change.

No change.

No change.

No change.

No change.

No change.



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Cntiuued
(Title II of the Soeial Security Act)--Continued

L COVERAGE-Continued

Item Prior law Law as amended by Public Law 89-97

B'EmployeVe-Continued
4. Cash tips .................. Tips received by employees are generally not counted

as wages. While employees? tips are not mentioned
in the law, regulations exclude from wages tips paid
directly to an employee, and not accounted for by the
employee to the emp oyer.

Cash tips received after 1965 by an employee in the
course of his employment are covered as wages for
social security and income-tax withholding purpose,
except that employers are not required to pay the social
security employer tax on the tips. However, for tics
to be subject to withholding for income tax or to be
counted for social security purposes, the tips must be
paid in cash and must amount to $20 or more a month
in work for one employer. The tips still represent comr-
pensation for income tax purposes even though less than
$20 a month or even though paid in other than cash, but
are not, under either of these conditions, subject to with.
holding for income tax or social security tax purposes

The employee is required to give his employer a
written report of his tips within 10 days after the end
of the month in which the tips are received (or at such
other times before the 10th day as is provided by
regulations); to the extent that unpaid wages due an
employee and in the possession of the employer are
insufficient to pay the employee social security tax due
on the tips, the employee will be permitted (but not
required) to make available to the employer sufficient
funds to pay the employee social security tax. To the
extent that the employer does not have sufficient wage
payments (or funds turned over to him by the employee)
to offset the required withholding, he notifies the em-
ployee and the employee reports this amount to the
Government directl.

If an employee fails to report, as required by law, some
or all of his covered tips to his employer, he is liable not
only for the employee social security tax due on the un-
reported tips, but also for an additional amount equal
to 50 percent of the employee tax. He Ways his sAl.1
security tax on these tips to the District Director of
the Internal Revenue Service

The employer is required to withhold the employee
social security tax only on tips reported to him within
the specified time and for which he has sufficient funds
of the employee out of which to pay the tax. He is
liable for withholding income tax on only those tips that
are reported to him within 10 days after the end of the
month in which the tips were received, and then in
general only to the extent that he can collect the tax
Tat or after the time the tips are reported to him and
before the close of the calendar year in which the tips
were received) from unpaid wages (not including tips),
or from funds turned over to him for that purpose
remaining after an amount equal to the amount due for
tho e O emItY tax ba" been mubta-ted.

i

f
!



5. State and local government
employees.

Permits Iowa and North Dakota to modify their
agreements to exclude services performed by students,
including services already covered, in the employ of a
school, college, or university in any calendar quarter if
the remuneration for such services is less than $50.
The modification would specify the effective date of the
exclusion, but It could not be earlier than July 30, 1965.

Covers employees of State and local governments
provided the individual State enters into an agreement
with the Federal Government to provide such coverage,
with the following special provisions:

a. Stain have te option of covering or excluding
employees in any class of elective position, part-
time position, fee-basis position, or performing
emergency services.

b. -Ywdudes the services of the following persons,
specifying that they cannot be included in a State
agreement and cannot, therefore, be covered:

)Emplooees an work relief projects;
(2) Patients and inmates of institutions who

are employed by such institutions-
(3) Services of the types which would be ex-

cluded by the general coverage provisions of the
law if they were performed for a private employer,
except that agricultural and student services in
this category may be covered at the option of the
State.
c. Employees who are in positions covered under

an existing State or local retirement system may
be covered under State agreements only if a referen-
dum is held by a secret written ballot, after not less
than 90 days notice, and if the majority of eligible
employees under the retirement system vote in
favor of coverage. However, employees in police-
men and firemen positions under a State and local
retirement system cannot be covered in the agree-
ment. The Governor of a State or his delegate
must certify that certain Social Security Act re-
quirements under the referendum prceure have
been properly carried out. In most States, all
members of a retirement system (with minor excepL-
tions) must be covered if any members are covered.

Employees of any Institution of higher learning
(including a junior college or a teachers' college and
employees of a municipal or county hospital under a
retirement system can, if the State so desires, be
covered as a separate coverage group, and 1 or more
political subdivisions may be considered as a separate
coverage group even though its employees are under
a statewide retirement system.

In addition, employees whose positions are covered
by a retirement system but who are not themselves
eligible for membership in the system could be
covered without a referendum. Employees who are
member or who have an option to join more than I
State or local retirement system cannot be covered
unless all such retirement systems are covered.

Individuals in positions under retirement systems
on Sept. 1, 1954, are precluded from obtaining cover-

a~ •der the nonre'emit system covers pro-

0



OLD-AGE, SURVIVORS, AND DISABILTY INSURANCE--C~ntinued

(Title H of the Social Security Act)-Continued

L COVERAGE-Continued

Item Prior law Law as amended by Public Law 89-97

Employees-Continued
5. State and local government em-

ployees--ontinued
The 1960 amendments permit California to cover,

before 1962, persons employed by a hospital in 1957,
1958, or 1959 in positions removed, after Sept. 1,
1954 and before 1960, from retirement system cover-
age for whom social security taxes were erroneously
paid. Hospital employment before 1960 on which
taxes were paid and all subsequent hospital employ-
ment of such persons could be covered.

Exceptions to general law concerning coverage in named

(1) Split-system, pr~eo-Authorizes California,
Connecticutý, Florida, Georgia, Hawaii, Massachu-
setts, Minnesota, Nevada, New Mexico, New York,
North Dakota, Pennsylvania, Rhode Island, Tennes-
see,wTexas, Vermont, Washington, and Wisconsin,
and all interstate instrumentalities, at their option,
to extend coverage to the members of a State retire-
ment system by dividing such a system into 2 divi--
sions, 1 to be composed of those persons who desire
coverage and the other of those persons who do not
wish coversa-e, provided that new members of the
retirement system coverage group are covered com-
pulsorily. Also authorize similar treatment of polit-
Cal subdivision retirement systems of these States.

Those employees covered by a divided retirement
system who did not elect coverage in the original
agreement, may, nevertheless elect coverage Until
1963, or, if later, until 2 years after the date on which
coverage was approved for the group that originally
elected coverage. Also provides that the coverage
of persons electing under this amendment would
begin on the same date as coverage became effective
for the group originally covered.

Would modify provision so that service of persons who
were first employed in such positions after 1959 would
also be covered. Upon modification of agreement by
the end of 6 months following month of enactment,
service performed on or after Jan. 1, 1962, would be
covered. Services performed before Jan. 1, 1962,
would be covered, if contribution in the proper amountwa paid prior to July 30, 1965.

Would validate the past coverage of employees of
certain school districts in Alaska which have been in-
cluded in error under the Alaska coverage agreement
as separate political subdivisions. The employees of
the school districts involved should have been covered
as employees of the political subdivisions of which the
school district are integral parts. Effective only for
years prior to 1966.

Adds Alaska to the list. Effective July 30, 1965.

Extends the time in which such employees can elect
to be covered until the end of 1966 (or, Nf later, the
expiration of 2 years after the date on which coverage
was approved for the group that originally elected
coverage). Effective July 30, 1965.

e"



Also provides that where an Individual who has
chosen not to be covered under the divided retire-
ment s.ytem provision becomes a member of a differ-
ent retirement system group which has elected cover-
age because of the annexation of the employing
political subdivision by another political subdivision,
or through some other action taken by a political
subdivision, such individual will continue to be ex-
cluded from coverage.

(2) Pol0cem and Afrentm-Allows the States
of Alabama, California, Florida, Georgia, Hawaii,
Kansas, Maine, Maryland, New York, North
Carolina, North Dakota, Oregon, South Carolina,
South Dakota, Tennessee, Texas, Vermont, Vir-
ginia, and Washington and all interstate instru-
mentalities to make coverage available to police-
men and firemen in those States, subject to the
same conditions that apply to coverage of other
employees who are under State and local retire-
ment systems, except that where the policemen
and firemen are in a retirement system with other
classes of employees the policemen and firemen
may, at the option of the State, hold a separate
referendum and be covered as a separate group.

(3) Emlya of unemno co M alo•eytmw..----Authorizes Floridar,Gorgia, %Minn~t
North Dakota, Pennsylvania, Wishington, and
Hawaii, at their option, to cover their employees
who are paid whofly or partly from Federal funds
under the unemployment compensation provisions
of the Social Security Act-either by themselves
or with the other employees of the department of
the State in which they are employedr-afe com-
plying with the referendum provisions

(4) Retirement systems in Maine (1958 amend-
ments)-permits State of Maine until July 1, 1965,
to treat teaching and nonteaching employees who
are in the same retirement system as though they
were under separate retirement systems for social
secwity coverage purposes.
d. Coverage on a compulsory basis is provided for

employees of certain publicly owned transportation
systems.

e. Effedin date of moerage agreemen.-Allows agree-
ments or modifications made after 1959 to begin as
early as 5 years before the year in which an agreement
is!made, but no earlier than Jan. 1, 1956. Where a
retirement system Is covered as a single retirement

coverage group, permits the State to provide
different beginning dates for coverage of the employees
of different political subdivisions.

Cowr employees of religious educational,
and other nonprofit organizations which are exempt
from income tax and are described in sec 501(o)(3)
of the Internal Revenue Code) on a voluntary baei If
the employer organization certifies that It desires to
extend coverage to its employees.
. Employees may concur by signing a list or supple-

:mental list which is filed within 24 months after the

No change.

No change.

ta-.'

Extends cutoff date to July 1, 1967.

No change.

No change.

No change.6. Employees of nonprofit organi-
zatMons



OLD-AGE, SURVIVORS, AND DISABI INSURANCE-Continued

.(Title H of the Social Security Act)-Continued
L COVERAGE-Continued

Item I
B., Employees--Continued .

6. Employees of nonprofit organi-
aetions-Continued

7. Federal employees._

Prior law

quarter in which the ertificate is filed. Employees
who do not concur in the filing of the certificate are not
covered =cc$ that all employees hired after a certificate
becomes effective are covered.

Waiver certificate may be made effective at the
option of the organization on the 1st day of the quarter
in which the certificate is filed, the 1st day of the suc-
ceeding quarter, or the 1st day of any of the 4 quarters
preceding the quarter in which the certificate is filed.

Employees of nonprofit organizations who are in
positions covered by State and local retirement systems
and are members or eligible to become members of suchsystems must be treated apart from those not in such
positions. Certificates must be filed separately for
each group. All new employees who belong to a group
for which a certificate has been filed are automatically
covered, and new employees who belong to a group for
which a certificate has not been filed are not covered.

Ezcludes employees of the United States or its instru-
mentalities if-

a. they are covered by a retirement system estab-
lished by Federal law; or

b. they perform services-
,(1) as the President, Vice President, or a Mem-

ber of Congress;
(2) in the leIslatie branch;
(3) in a penal institution as an inmate;
(4) as certain interns, student nurses, and other

student employees of Federal hospitals;
(5) as employees on a temporary basis in dis-

aster situations;
(6) as employees not covered by the Civil Serv-

ice Retirement Act because they are subject to
another retirement system (other than the retire-
ment system of the Tennessee Valley Authority);
or
c. the instrumentality has been specifically ex-

empted by statute from the employer tax; or
d. the instrunentality was exempt from the em-

ployer tax on December 31, 1950, and its employees
are covered by its retirement system.
Covem the following Federal employees excepted from

the exclusion in 7-d unless they are excluded on the
basis of one of the other provisions:

a. employees of a corporation which is wholly
owned by the United States;

Law as amended by Public Law 89-97

Permits nonprofit organizations to elect coverage as
early as the 1st day of the 20th calendar quarter preced-
ing the quarter in which the certificate of waiver is filed.
Gives those employees to whom additional retroactive
coverage is made applicable an individual choice of
such coverage. Permits the validation of certain
erroneous wage reporting as to employees and former
employees of nonprofit orgniztions. Effective July
30, 1985.

No change, except-

Excepts from exclusion and thereby provides coverage
to medical or dental interns or residents in training
Effective as to services performed after 1965.

Extends coverage to employees of the District of
Columbia not covered by any retirement system
established by a law of the United States. Effective
date: amendments apply to services performed after the
quarter in which the Secretary of the Treasury receives
a certification from the District of Columbia Commis-
sioners that they desire coverage of these services.

2"



& Students, interned, and nurses
in schools and hospitals.

9. Newsboys

b. employees of a national farm loan asocition,
a production credit association, a Federal Reserve
bank, or a Federal credit union;

a. employees (not compensated by funds appro-
priated by Congress) of the post ecn of the
various armed services (including the C Guard)
and other similar organizations at military Instal-
tions;

d. employees of a State, county or
committee under the Production and Marketing A•
ministration.

a. Students in the employ of a school,
or university I enrolled and regularly attending

lames;
b. student nurses employed by a hospital or nurses

training school If enrolled and regulary attendingdrases;
a. Interns in the employ of a hospital If they have

opled a 4-year course in an approved medical
dow. individuals 18 adn ow who deliver and dis-

tribute newspapers or shopping news, but covers Indi-
vidual under 18 only Hf they deliver or distribute such
publication to points for subsequent delivery or
distribution.

Coer, members of the uniformed services, after
December 1956, while on active duty (including active
duty for training), with contributions and benefits
computed on military pay.

Naontrbutory w e credits of $160 per month
are granted, in general, or each month of active service
in the Armed Forces of the United States during the
World War II period (Sept. 16, 1940-July 24, 1947)
and during the postwar emergency period (July 25,
1947-Dec. 31, 1956).

Extends the noncontributory wage credits to certain
American citizens who, prior to Dec. 9, 1941, entered
the active military or naval service of countries that,
on Sept 16 1940 were at war with a country with
which the U'nited Atates was at war during World War
IL Wage credits of $160 would be provided for each
month of such service performed after Sept. 15, 1940,
and before July 25, 1947. To qualify for such wage
credits, an individual must either have been a US.
citizen throughout the period of his active service or
have lost his U.S. citizenship solely because of his
entrance into such active service. He must have
resided in the United States for at least 4 years during
the 5-year period ending on the day of his entrance
into such active service and must have been domiciled
in the United States on such day.

No change, except-

Covered on the same basis as other employees of the
same employer, effective as to service performed after
1965.

No chang.

No change.10. Members of the Armed Forces-
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L COVERAGE--ContInaed

Item Prior law Law as amended by Public Law 89-97

I I IImI113y1111-Continued
11L Railroad emlye.-----------Under coordination provisions contained in the Rail- Amends section (1) (q) of the Railroad ReieetAct

road Retirement Act: (1) employment under both the to provide that references to the Social Security Act in
railroad system and the old-age and survivors insurance the Railroad retirement Act will be considered to be
system is counted for purposes of survivor benefits un- references to the Social Security Act as amended in 1965,
der either system; (2) railroad employment of workers so that the present RR-OASDI coordination will con-
with less than 10 years of railroad service is credited tinue to operate in all ways with respect to the Social
under the Social Security Act and the benefits based on Security Act as amended by the bill.
such employment are payable under this act; and (3) Increases the amount of social security earnings that
provision is made for mutual financial interchange may be credited under the survivors provisions of the
bet the 2 systems in order to place the Old-Age railroad retirement program to such an amount as to
and Survivors Insurance and Disability Insurance cause the combined total earnings to be as much as the
Trust Funds in the same position in which they would new wage and tax base under social security--6,600 a
have been if railroad service after 1936 had been year after 1965.
counted as social security employment.

12. Family employment-----------Ezdudes services rendered by-- No change.
1 One spouse for another.

(2) Child under 21 for his parents.
(3) Parents for their children, if such services are

domestic services rendered in the home of the child,
or such services are not rendered in the course of the
child's trade or business.

.13. Employees of Communist orga- E ude from coverage employees of any organizer No change.
1 mlzations. tion which is registered, or against which there is a final

order of the Subversive Activities Control Board to
register, under the Internal Security Act as a Commu-
nist-action, a Communist-front, or Communist infil-
trated organiation

A IL PROVISIONS RELATING TO DISABILITY

A. Nature of the provisions:
1. Benefits.-....................

2. Disability "freeze"

Provides monthly benefits for disabled workers meet-
ing eligibility requirement& Benefits are computed in
the same way as retirement benefits and are payable
from the Federal Disability Insurance Trust Fund.

Provides that when an individual for whom a period
of disability has been established dies, or retires, on
account of age or disability, his period of disability
will be disregarded in determining his eligibility for
benefits and in determining his average monthly wage
for benefit computation purposes.

No change.

No change.



2. Entitlement to other benefits_.--

. Waiting period. .............

4. Termination of benefits --..-

5. Insured status (work require-
ment).

6. Special provision for the blind_-

For benefits or for the "freeze," an individual must
be precluded from engaging in any substantial gainful
activity by reason of a physical or mental impairment.
(For purposes of the freeze only, the following specified
degree of blindness s presumed disaling: Central
visual acuity of 5/200 or lees in the better eye with use
of correcting lens. An eye in which the visual field is
reduced to 5* or less concentric contraction shall be con-
sidered as having a visual acuity of 5/200 or less) The
inpairment must be medically determinable and one
which can be expected to be of long-continued and in-
definite duration or to result in death.

Entitlement to a benefit payable on account of old
age precludes entitlement to a disability insurance
benefit.

An Initial 6-month "waiting period" Is required
before disability Insurance benefits will be paid. Bene-
fits are payable for 7th month. However, benefits may
be paid for the 1st full month of disability to a worker
who becomes disabled within 60 months (5 years) after
termination of disability insurance benefits or a period
of disability.

Provides that benefits shall not be paid after the 2d
month following the month in which a worker's dis-
ability ceases.

To be eligible an individual must-(l) have at least
20 quarters of coverage in the 40 quarters ending with
the quarter in which the period of disability begins;
(2) be fully insured.

No special provisions except dsability freeze" pre-
sumption noted above.

Eliminates the requirement that a worker's disability
must be expected to be of long-continued and Indefinite
duration. Provides that an insured worker would be
eligible for disability benefits if he has been under a
disabilty which can be expected to result in death or
which has lasted or can be e to last for a continu-
ous period of not less than 12 calendar months.

A person who becomes entitled before age 65 to a
benefit payable on account of old age can later become
entitled to disability Iurance bendefts. If prior
benefit was a reduced benefit, disability inuirance
benefits would be reduced to take account of payment
made for prior months.

No change.

No change.

No change except for special
blind worker (See below.)

provision for certain

(a) Young workers who are blind andu'disabled:
Establishes alternative insured status requient
under which workers disabled before age 31 are insured
If not less than one-half (and not less than 6) of the
quarters during the od elapsing after age 21 and up
to the point ofdisabflity were quarters of coverage or,
in the case of those disabled before age 24, at least one-
half of the 12 quarters ending with the quarter in which
disability began were quarters of cover To qualify
for this alternative the worker would have to meet the
statutory definition of blindness for the disability
"freeze." (See above.) Workers will, however, have
to meet the other regul requremen for entitlement
to disability benefits, including inability to engage In
any substantial gainful activity.

(b) Older workers who are blind and disabled: Pro-
ves that those individuals a 55 or over who meet
the statutory definition of blindness in the disability
"freeze" could qualify for cash benefits on the basis of
their inability to engage in their past oulmdion or oc-
cupations However, their benefits would not be paid
for any month in which they are actualy-engaging in
any substantial gainful activity. Effective for benefits
for September 1965, based on applications filed on or
after July 196&
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Item Prior lar Law as amended by Public Law 89-97

BELliglity requirements-Continued
7. Applications ----------------- a. Provides that an individual must be under a dis- a. Eliminates the requirement, that an individual

ability when his application for a period of disability must be under a disability when his application for a
is flied. period of disability is filed and substitutes instead the

requirement that no application for a disability deter-'
mination which Is filed more-than 12 months t the
month in which a period of disability would end shall be'
at ted. This amendment permits payment of benefits

n t eases of extended disability which terminated
before an application was filed. Payment would be,
made only for months of disability which fall within the
period of retroactivity of the application.

b. Provides that the life of an application for bene- b. Extends the life of applications for social security
fits is 3 months (9 months for disability benefits); i.e., benefits to the date of the final decision thereon by the
an applicant has 3 months from the date of application Secretary.to _qualify for benefits before his ppiaon expires.C. Payment for rehabilitation services_ applNi provision. Provides for reimbursement from social security

trust funds to State vocational rehabilitation agencies

for the cost of vocational rehabilitation services fur-
nished to disability Insurance beneficiaries. Total
amount of the funds that may be made available for
such reimbursement could not, in any year exceed 1
percent of the social security disability beneits paid in
thejprevi year.

I-. Disability determinations ------------- Provides that disability determinations, including o e
determinations that a disabled person had recovered,
generally must be made by State agencies under agree-
ments with the Social Security Administration.

. Disability benefits offset -------------- No applicable provision ------------------------ Adds a disability benefits offset provision to existing
law under which the social security disability benefit
for any month for which a worker is receiving a periodic
workmen's compensation benefit will be reduced to the
extent that the total benefits payable to him and his
dependents under both programs exceed 80 percent of
his average monthly earning covered by sockal security
prior to the onset of disability, but with the reduction.
periodically adjusted to take account of changes in
earnings levels.

"iL BENEFIT CATEGORIES

Worker-old age.-------............ Full benefit payable at age 65 to fully insured retired
worker. Payaleat age 62 to fully insured retired
worker, but on an actuarially reduced basis. Benefit
is reduced by % of 1 percent for each month worker is
entitled to receive a benefit before age 65--the total

No change.



Redudion where individua is en-
ite to a wife's benefit and an

okld-ag benejL

a. Wife or dependent husband -----------

C. Widow, widower, or parent_______

P. Chlldren.. ....d...........----------.

reduction in 20 percent if worker begins drawing bene-
fits at age 62. The reduced amount Is permanent,
continuing after worker reaches age 65.

In the case where a woman is entitled to a reduced
old-age insurance benefit and at the same time or
subsequently becomes entitled to a wife's benefit, the
wife eft would be reduced by the dollar reduction
which was applicable to the old-age benefit, plus the
regular reduction amount on the exeem of the un-
redued wife's benefit over the unreduced old-age bene-
fit.

A similar provision is applicable to men entitled
to reduced benefit old-age and dependent husband's benefit.

A full benefit for a wife or dependent husband is 50
percent of spouse 8 primary benefit.

Full benefit paid at age 65. Payable atage 62 towife or dependent husband but on an u
reduced basis. Benefit is reduced by 26% of I per-
cent for each month prior to age 65. An Individual
who takes benefit at 62 receives 75 percent of full
benefit.

Full benefit payzble at age 62 to widow, dependent
widower, or surviving dependent mother or fither of
the insured worker.

Full benefit is 82.5 percent of deceased worker's
primary benefit (75 percent each in case of 2 parents).

A child's benefit is paid to child of the insured worker
who has died, reached retirement a", or become dis-
abled HI the child Is unmarried and either-(a sunder age 1,or

b under a disability which began before age
18

No change

No change.

Widows may elect an actuarially reduced benefit upon
attaining age 60. Benefits will be reduced by % of I per-
cent for each month she is entitled to receive a benefit
prior to age 62. Thus the reduction for a widow who
elects a benefit when she attains age 60 is 13% rcent for
the 24-month period-reducing her benefit from82g
percent of her husband's benefit to 71W percent of his

Effective for monthly benefits for and after September
1965.

In the case of a widow who is entitled to an old-age
benefit in her own right, the old-age benefit is reduced
to take into account widow's benefits paid to her before
age 62.

Effective for benefits for and after September 1965 on
the basis of applications filed in or after July 1965.

No change as to widowers and parents.

Adds a 3d qua U'ying alternative:
(6) Is age 18 or over and under age 22 if he is a

full-time student.
Permits a child whose benefits have terminated

because he has attained age 18 to become reentitled
upon filing a new application if he is a full-time student
and has not attained age 22.A i ow, o uviv

a wf, wiow orsr gvn divorced mother will not
get benefits f the only child m her care has attained age
18 and is getting benefits solely because he is a student.
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Item Prior law Law as amended by Public Law 89-97

D. ChAdren-Continued

I. Definition of a child based on the laws applied in
determining the devolution of intestate personal prop-
erty in the State in which the worker is domicled

A child adopted by a worker who is already retired
and getting old-age insurance benefits can become en-
titled to benefits without regard to whether he was
dependent on the worker at the time the latter retired.

ShuidnL ad iguios dOWe: A full-time student Is
deftned as an individual who is in full-time attendance
as a student at an educational institution; whether or
not the student was in full-time attendance is deter-
mined by the Secretary in the light of the standards
and practices of the school involved. Specifically
excluded is a person who is paid by his em loyer while
attending school at the request of his emPlOyer. Pro-
vides for benefits for any period of 4 calendar months
or less in which a person does not attend school ff the

shows to he satisfaction of the Secretary that
e'intends to continue in full-time school attendance

immediately after the end of the period, or does in fat
return.

An educational instittion Is defined so as to permit
the payment of benefits to students takingvoctional
or academic courses and includes all public schools,
colleges, and universities and all acredited private
schools, colleges, or universities. An accrdited school
is one approved by a State-recognized or ationally-
recognized accreditng association. Also Included are
those nonaccredited schools, colleges, and universities
whose credits are accepted, on transfer, by 3 accredited
institutions on the same basis as If transferred from an
accredited institution.

Effective for January 1965 on basis of appl
filed in or after July 1965.

For children currently on rolls, no application is
required.Includes in definition of child a child who cannot
inherit his father's intestate personal property if the
father had acknowledged him In writin& had been
ordered by a court to contribute to his support, had been
judically decreed to be his father or had been shown by.
other satisfactory evidence to be his father and was
living with or contributing to his support.

Child adopted by rethire worker can get benefits if
(1) at the time the worker became entitled to benefits
the child was living with the worker or adoption pro-
ceedings had begun (2) the adoption was completed
within 2 years of the time when the worker became en-
titled to benefits and (3) the child had been receiving
of his support from the worker for the entire year beore
the worker filed his application for old-age insurance
benefits or, if the worker had a period of disability
which continued until he became entitled to old-age
insurance benefits, before the beginning of the period of
disability.



1No

E. Wife, husband, widow, and widower-....

. Divorced wife, widow..............

A benefit of a child (based upon a deceased wage
earner) will terminate upon adoption, except if by
stepparent, grandparent, aunt, or uncle.

Widow's benefits are paid without regard to remar-
riage to an individual who dies within one year of the
remarriage and is not fully insured at his death and
mother's insurance benefits are paid without regard to
remarriage to an individual who dies if the widow or
former wife divorced is not eligible for benefits on his
earnings record.

Widow's, widower's or mother's insurance benefits
are not payable to a remarried spouse of a deceased
worker; exception is made where the remarriage is to
certain specified social security beneficiaries.

Wife husband, widow and widower must have. been
married to the worker for one year to qualify for bene-
fits; exception is made where, in the month preceding
the marriage, the spouse was actually or potentially
entitled to a widow's, widower's, parent's or disabled
adult child's benefit under the social security program

Benefits are payable to a divorced woman only if she
has a child of the deceased worker in her care and the
child is getting benefits based on his deceased father's
earnings, if she has not remarried, and if she had been
getting at least X of her support from her former
husband under a court order or agreement at the time

1f his death.

Effective for applications filed on or after July 30
1965.

Exception broadened to include adoption by child's
brother or sister. Effective as to benefits for months
after July 1965.

Widow's benefits are payable to an aged widow or
surviving divorced wife, and mother's benefits are pay-
able to a young widow or surviving divorced mother
who is not married regardless of intervening marriages.

Benefits based on a prior spouse's earnings record are
payable to widows age 60 or over and to widowers age
62 or over who remarry. The amount of the remarried
widow's or widower's benefit is 50 percent of the primary
insurance amount of the deceased spouse.

Exception to the one-year duration-of-marriage require
ment extc.r, .ed to the spouse who was, in the month
preceding the marriage, actually or potentially entitled
to a widow's, widower's, parent's or (if over age 18)
a disabled child's annuity under the Railroad Retire-
ment Act.

Wife's or widow's benefits are payable to an aged
divorced woman on her former husband's earnings if she
(A) had been married to her former husband for 20 years
before the divorce; (B) is not married, regardless of
intervening marriages; and (C) met the following sup-
port requirement when her former husband became
disabled, entitled to benefits or died: (1) She was
receiving X4 of her support from her former husband, or
(2) she was receiving substantial contributions from
him pursuant to a written agreement, or (3) a court
order for substantial contributions was in effect.

Payment of a wife's or widow's benefit to a divorced
woman does not reduce the benefits paid to any other
person on the same social security account and such
wife's or widow's benefit are not reduced because
of other benefits payable on the same account.

Benefits for a divorced wife or a surviving divorced
wife are not terminated on account of remarriage in
those cases where the remarriage is to a man getting
benefits as a dependent widower or parent or as a d
abled child aged 18 or over. If a divorced wife or
a surviving divorced wife marries an old-age insurance
beneficiary, her benefits are terminated but she is
immediately eligible for wife's benefit on her new
husband's account.

A wife's benefits are not terminated when the woman
and her husband are divorced if the marriage has been
in effect for 20 years.

The support requirements that must be met by a sur-
viving divorced mother (termed "former wife divorced"
under prior law) in order to qualify for mother's benefits
based on the social security account of her deceased
former husband conform to the new support require-
ments for aged divorced women.
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Item Prior law Law as amended by Public Law 89-97

, Dependency of husbands and widowers- Wide must bi currently Insured and have provided i Provides an exception to the currently insured and N
of husband's or widower's support; exception made support requirements where the husband or widower
where the husband or widower was, in the month pre- was, in the month preceding the marriage, actually orcedin the marriage, actually or potentially entitled to potentially entitled to a widower's, parent's or (w•ere

widwe's acr~tualsrptnilyetuWidoer's, partte or disabled adult child's benefits over age 18) child's annuity under the Railroad Retire-
udrthe scil security program. meant Act.

H. fTransitional hundred status"' for ocer- No provision. (See fully insured status, p. 64.)
tain workers, wives and widows aged
72 or over.

I. Time for filing proof of support and ap- Proof of support for husband's, widower's, and If there Is good cause for failure to file in the initial
plication for lump-sum death pay- parent's benefits, and applications for lum•.sum death 2-year period an applicant is allowed to file at any time.
meant. paymnents must be filed within a 2-year period specified Effective with respect to applications for lump-sum

m the law with an additional 2-year period alowed death payments filed in or after July 1965, and monthly
where there was good cause for failure to file on time. benefits based on applications filed in or after such

month.

IV. BENEFIT AMOUNTS

A& Creditable earnings ---------------

B. Average monthly wage ...............

Maximum amount of earnings which may be credited
for benefit purposes is $4,800 a year.

In general, an individual's "average monthly wage"
which, determines his old-age insurance benefit
amount (beore reduction for retirement before age
65) is computed by dividing the total of his credit-
able earnings after the applicable starting date and
up to the applicable closing date, by the number of
months involved. Excluded from this computation
are all months and all earnings in any year any part
of which was included in a period of disability under
the disability "freeze"l (except that the months and
earnings in the year in which the period of disability
begis may be included if the resulting benefit would
be-higher).

The average monthly wage in retirement cases is com-
puted on the basis of a constant number of years, re-
gardless of when, before age 22, the person started to
work or when, after retirement age (62 for women,
65 for men) he files application for benefits. The
number of years for a person who had at least 6 quar-
ters of coverage after 1950 would be equal to 5 less
than the number of years (excluding years In periods
of disability) .eapsing after 1950 or after the year in
which the individual attained age 21, whichever is
later, and up to the year in which the person was first
eligible for old-age insuace benefits (generally the
year in which he attained retirement age). In death

Maximum amount $6,600 beginning with 1968.
No change except-

Worker may have average monthly coml-
puted entirely on years after 1950 of
whether he has 6 quarters of cove after. 1950, and
his closing date is the year of at .nment of age 65
(62 for women) regardless of whether he is eligible
(insured) in that year.

C
C
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and disability cases the number of years would be de-
termined by the date of death or disability.

In those cases where a larger benefit would result (be-
cause the individual's best earnings were in years be-
fore 1951) the number of years would be those elaps-
ing after 1936, rather than 1950.

The earnings used in the computation would be earn-
Ings in the highest years. Farnings mi years prior to
attainment of age 22 or after attainment of retire-
ment age could be used Uf they were higher than
earn in intervening years The span of years
could never be less than 2. Generally, the span of
years to be used for the benefit computation in retire-
ment cases could not be less than 5--the number of
years that would have to be used under the prior
law by people who attained retirement age in 196L

After a person has become entitled to benefits, he
may, under certain circumstances, have his "average
monthly wage" recomputed if it will increase his
monthly benefit:

(1) Recalculation to correct errors in original
computation.

(2) 1954 work recomputation: Where an Indi-
vidual who has 6 quarters of overage after 1950returns to work afte becoming entitled to benefits
and earns more than $1,200 in a year he may have
his averap monthly wage recomputed including
such earning. Survivors are also entled to any
increase In benefits which would result from such
recomputation.

(3) Dropout recomputatlon: Beneficiary who be-
came entitled to benefits prior to the amendment
which allowed a dropout of 5 years of lowest earn-
ings may have a recomputation using the dropout
if he has 6 quarters of coverage after June 1953.
Survivors are entitled to any increases which would
result from such a recomputation.

(4) Current year recomputation: An individual
becoming entitled to benefits after August 1954
may have a recomputation which will include earn-
ings in the year he retires if such earnings were not
included in the original calculation. Sivors are
entitled to any increases which would result from
such a recomputation.

(5) Recomputation of benefits at age 65 (the
"round up"): If a reduced benefit has been withheld
(most common reason would be earnings which
caused benefit withholding under the retirement
test) for at least 3 months (during the period of
reduced benefit) a person is entitled to a recomputa-
tion at age 65 which will readjust post-85 benefits
to take Into account the months in which the
reduced benefit was withheld.

(6) Other recomputations: Provides several re-
computations of limited application.

Provides for automatic annual recomputation; begin-
ninp with 1965 earnIns in and after the year of 1st
entitlement will i account reardle of
whether the worker has 6 quarters of coverage after
1950, or earns over $1,200, or files an application to
have his benefits recomputed. IndividuaE eligible for
a recomputation under prior law will be deemed to have
applied for such recom station in July 1965 or as soon
thereafter as they are eligible but no later than Jan. 1,
1966 (so that the recomputation will be made auto-
matically).

Provision also made applicable at age 62 to reduced
benefits for widows who were aged 60-61 at time of
dahn-

C. Recomputations

Now
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Di ;Benefit formula ..-------------------- The law provides a consolidated benefit table which is The benefit table is amended so as to increase all
used.in determining benefit amounts for both future primary insurance amounts by 7 percent, with a $4
beneficiaries and those now on the benefit rolls. guaranteed minimum increase.

Though not specifically stated in the law the formula The benefit table is also extended to reflect the an-
for the primary insurance amount is, in effect, 58.85 nual earnings base of $6,600 effective in 1968. For
percent of the 1st $110 of the average monthly wage, average monthly wa above $400, primary insurance
plus 21.40 percent of the next $290 of such wage (ex- amounts are derived by applying the benefit formula
cept that is some cases, for averse monthly wages underlying the prior table and ad, $9.00, the amount
under $85, a slightly higher amount is payable so as to of increase provided for persons with the prior maxldmum
fit in with the minimum benefit). average monthly wage of $400 ($8.90) rounded to the

nearest dollar.
The formula underlying the new benefit table is

approximately 62.97 percent of the 1st $110 of the
average monthly wage, pius 22.9 percent of the next
$290, plus 21.4 percent of the next $150.

E. Maximum primary Inurance amount..- $127 a month ($400 average monthly wage). $168 a month ($550 .verage monthly wage).
F. Minimum primary insurance amount__-- $40 a month. $44 per month.
G. Maximum family benefits ....----------- Family maximum monthly benefits are set by the Family maximum benefits range from $66 to a max-

table and range from $53 to $254. Though not speci- imum of $368. Although not specifically stated in the
fically stated mn the law, the maximum family benefit law, the formula used to determine the maimnum
shown,ýin the benefit table is 134 times the primary family benefit shown in col. V of the new benefit table
insurance amount or approximately 80 percent of the is the larger of (a) 13 times the primary insurance
average monthly wage, whichever is larger, up to an amount or (b) approximately 80 percent of the average
absolute maximum of $254-twice the maximum monthly wage up to the point at which the average
primary Insurance amount of $127. monthly wage is Y of the maximum possible average

monthly wage, plus 40 percent of the remainder.
The maximum benefit payable to a family is related to
the worker's average monthly wage at every average
monthly wage bracket in the benefit table. The max-
imum payable to a family on the benefit rolls in 1965 is
$309.20 (based on an average monthly wage of $400).
At the maximum average monthly wage level, $550
(under the $6,600 base), the maximum family benefit is
about % of the average monthly wage.

Effective for monthly benefits beginning with January
1965; effective for lump-sum death payment where
death occurs in or after July 1965.

IL' Lump-sum death payment ------------ 3 times the primary Insurance amount with a No change.
statutory maximum of $255.



jI/ustatiuve benf provided under prior law and under Pubic Law 89-97
I. Illustrative monthly benefits:

Old-age benefits s Survivors benefits I

Worker Man and wife Widow aged 62, widower, Widow aged Widow and 2 children a
Average monthly wage' or parent 604

Prior law Public Law Prior law Public Law Prior law Public Law Public Law Prior law Public Law
89-97 89-97 89-97 89-97 89-97

$67 or less ------------------- $40.00 $44.00 $60.00 $66.00 $40.00 $44.00 $38.20 $60.00 $66.00
$100 ----------------------- 69.00 63.20 88.50 94.80 48.70 52.20 45.30 88.50 94.80
'$150 ------------------------ 73.00 78.20 109.50 117.30 60.30 64.60 56.00 120.00 120.00
$200 ------------------------ 84.00 89.90 126.00 134.90 69.30 74.20 64.40 161.70 161.70
:$250 ------------------------ 95.00 101.70 142.50 152.60 78.40 83.90 72.80 202.50 202.50
$300 ------------------------ 105.00 112.40 157.50 168.60 86.70 92.80 80.50 236.40 240.00
$350 ------------------------ 116.00 124.20 174.00 186.30 95.70 102.50 88.90 254.10 279.60
$400----------------------.. 127.00 135.90 190.50 203.90 104.80 112.20 97.30 254.10 306.00
$450 ----------------------- 146.00 6) 219.00 (6 120.50 104.50 ( 328. 00
$500 ----------------------- 157.00 235.50 129.60 112.40 348.60
$550------------------------ 168.00 6) 252.00 138.60 120.20 368.00

,As defined in the law.
s Worker aged 65 or over at time of retirement, and wife age 65 or over at

the time when she comes on the rolls.
' Survivor benefit amounts for a widow and I child or for 2 parents are the

Same as for a man and wife.

4 No provision under prior law.
' Survivor benefit amounts for 3 children are the same as for a widow and

2 children.
' Not applicable since maximum average monthly wage possible is $400.



OLD-AGE, SURVIVORS, AND DISABIITY INSURANCE-Continued
(Title II of the Social Security Act)-Continued

V. FULLY INSURED STATUS

Item Prior law Law as amended by Public Law 89-97
To be fully insured an individual must have either-

(1) 40 quarters of coverage; or
(2) 1 quarter of coverage (acquired at any time

after 1936) for every year elapsing after 1950 (or
after the year in which he attained age 21 if that
was later) and up to the year of disability, death,
or attainment of age 65 for men (62 for women),
but with a minimum of 6 quarters of cover or

(3) 6 quarters of coverage if individual died Ueore
1951.

|

Upon attaining age 72, an eligible widow will be paid a
monthly benefit of $35.

Effective for monthly benefits for and after Septem-
ber 1965.

No change in regular provision (Seet however, special
provision for young disabled workers who are blind),
ut adds a new concept of-

TranaUiao ijmuwed &aus workae-Adds a provision
for a special insured status for individuals who have
attained 72 so that the 6-quarter minimum is reduced
to 3 quarters. The following chart shows the "transi-
tional" requirement for workers as compared with
the regular requirement of the law:

_ qflwA quw&=
Year of attinment of retemet 62 (for

women) or ae (for menr Iulr TraM/-

1954 and earlier ---------------- 6 3
1955 -------------------------- 6 4
1956 -------------------------- 6 5
1957 -------------------------- 6 6

A worker who meets the above requirements (includ-
ing attainment of 72) will be paid a benefit of $35 a
month, and his wife a benefit of $17.50 at age 72 if she
has attained age 72 before 1969.

Widow's benefits are payable at age 72 to a woman
who reaches age 72 before 1969 if her husband was
living when the transitional provision became effective
and if he met the work requirements of the provi"on.
A widow who reaches age 72 before 1969 but whose
husband died before the trsitonal provision became
effective can qualify if her husband had attained age 65
or died before 1957 and if he had a specified number of
quarters of coverage as shown in the following table:

' Quarta Qu~rtQIM o01t rquired if not
Yeaotmbdl Q----t=-Of widow MtorsgeiI-

death (or attain- ! _ _ _ _ _
mentof 6ee5It req=ie

earl iern InS or In IM In nIoS

1954 or before-__ 6 3 4 5
1955 ----------- 6 4 4 5
1956 ----------- 6 5 5 5



VL RZTIREIMENT TEST

A. Scope.o p, ..........................

B. Test of earnings .......

C. Age exemption ----------------------

A. Allocation between trust funds--------

B. Maximum taxable amount ----------
C. Tax rate for self-omployed..........

D. OASDI tax rate for employees and
employers (each).

E. Reimbursement of the trust funds for
the cost of noncontributory military
service credits.

F. Railroad retirement tax ------------

Applies to covered as well as noncovered work.

Provides that benefits will be withheld from a bene-
ficiary under a 72 (and from any dependent drawmig
on his record) at the rate of $1 in benefits for each $2
of annual earnings between $1,200 and $1,700 and $1
in benefits for each $1 of annual earnings above $1,700.

Benefits not withheld for any month during which
the Individual neither rendered services for wages in
excess of $100 nor rendered substantial services in a
trade or business.

Benefits are not suspended because of work or earn-
ings if beneficiary is age 72 or over.

VIL FINANCING

The Federal Old-Age and Survivors Insurance Trust
Fund receives all tax contributions other than those
allocated for the disability benefit program, from which
benefits and admnistrative expenses are paid for the
old-age and survivors insurance program.

The Federal Disability Insurance Trust Fund receives
an amount equal to 4 o•1 percent of taxable wages plus
% of 1 percent of self-employment income, from which
benefit and administrative expenses are paid for the
disability insurance program.

These funds are administered by a Board of Trustees
consisting of the Secretary of the Treasury, as managing
trutee, the Secretary of Labor and the Secretary of
Health, Education and Welfare, all ex officio (with theCommissioner of Social Security as Secretary).

$4,800 a year.
Taxable years beginning in-

1966-67 -------------------------- 6.2
1968 and thereafter ------------------ 6.9

Calendar years:
1966-67 ------------------------- 4.125
1968 and thereafter ------------------- 4.625

Amounts to cover the costs incurred through June 30,
1956, were to have been appropriated to the trust
funds from general revenue over the 10 fiscal years
ending June 30, 1969; costs incurred after June 30,
1956, were to have been appropriated to the trust funds
annually.

The Railroad Retement Tax Act provides that the
railroad tax will automatically adjust in the same
amount, and at the same time, to any change in the
OASDI tax rate after 1954.

Excludes royalties received at or after age 65 on
works copyrighted or patented before age 65. Effective
for taxable years beginning after 1964.

Increases the annual exempt amount from $1,200 to
$1,500. Permits payment of full benefits to beneficiary,
regardless of the amount of his annual earnings, for any
month in which he does not earn wages of more than
$125, instead of more than $100. Increases the upper-
most limit of the $1-for-$2 "band" from $1,700 to $2,700,
so that $1 in benefits would be withheld for each $2 of
earnings between $1,500 and $2,700, with $1-for-$1
reductions above $2,700. Effective for taxable years
ending after 1965.

No change.

The allocation to the Disability Insurance Trust
Fund, for years beginning after 1965, is increased to
0.70 of 1-percent of taxable wages and 0.525 of 1-percent
of taxable self-employment income.

$6,600 a year starting with 1966.
Taxable years beginning in-

1966 ----------------------------- 5.8
1967-68 --------------------------. 9
1969-72 -------------------------- 6.6
1973 and thereafter ------------------ 7.0

Calendar years:
1966 - ---------------------------- 3.85
1967-68 -------------------------- 9
1969-72 -------------------------- 4.4
1973 and thereafter --------------------- 4.85

The trust funds are to be reimbursed by a level
annual appropriation starting with fiscal year 1966
that will amortize both the accumulated backlog and
the additional amounts that will accrue through fiscal
year 2015, and by annual appropriations thereafter.

No change, except for simplifying amendment.



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued
(Title H of the Social Security Act)-Continued

VIII. MISCELLANEOUS

Item

A. Advisory Council on Social Security-.--

B. Board of Trustees.

c. Disclosure
parents.

of information-Deserting

D. Paying two or more members of same
family.

E. Underpayments ....

F. Attorneys' fees ----------------------

Prior law
,I- I1

Councils to be appointed in 1966 and every 5th year
thereafter to review the financing of the program and
submit reports to the Board of Trustees for inclusion
in the annual Trustees' report to the Congress. Mem-
bers are to represent employees and employers in equal
numbers and the self-employed and the general public
and can be paid up to $50 per day.

The Trustees of the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability In-
surance Trust Fund required to meet at least once
every 6 months.

No disclosure authorized except as prescribed by
regulations. Under Regulation No. I information
is furnished to agency administering AFDC program
as to whereabouts of deserting parents of eligible
children.

Secretary of Health, Education, and Welfare may
authotze a joint payment equal to the total benefits
due to any two or more members of the same family.

Where an error has been made resulting in an under-
payment to a beneficiary who has since died, the under-
payment is to be paid by increasing the subsequent
benefits of others getting benefits on the same earnings
record as the deceased. Since the law did not contain
any provision for the disposition of underpayments in
death cases where there are no subsequent benefits
payable, administrative policies have been developed
for settling such underpayments.

The Secretary may prescribe the maximum fees
which an attorney or other person may charge for
services performed in connection with any claim before
the Secretary. Any person who charges or collects
more than the permitted fee is subject to a fine of up
to $500, imprisonment up to one year, or both.

Law as amended by Public Law 89-97

Councils to be appointed in 1968 and every 5th
year thereafter to review all aspects of the program
(including the new hospital and supplementary medical
insurance programs) and submit reports to the Secretary
of Health, Education, and Welfare for transmittal to
the Congress and the Board of Trustees. Members are
to represent organizations of employees and employers
in equal numbers and the self-employed and the general
public and can be paid up to $100 a day.

The Board of Trustees is required to meet at least
once every calendar year.

Requires the Secretary to furnish, at the request of a
State or local agency participating in any State or local
public assistance program, the most recent address in
the social security records for a parent (or his most
recent employer, or both) who has failed to provide
support for his or her destitute child or children under
age 16 who are recipients of or applicants for assistance
under such public assistance program where there is a
court order for the support of the children and the infor-
mation requested is to be used by the welfare agency or
the court on behalf of the children.

Adds a provision that under regulations to be issued by
the Secretary of the Treasury, the surviving payee or
payees of a joint benefit check may cash any such check
which was not negotiated before one of the payees died,
provided that if the amount of the check exceeds the
amount due the surviving payee or payees, the excess
amount shall be recovered.

In the case of underpayments where an individual
dies before the completion of the payment of amounts
due him and such amount at the time of his death does
not exceed an amount equal to 1 month's benefit, pay-
ment is to be made to his surviving spouse who was
living in the same household, or, if there is no such
spouse, to the legal representative of his estate. In all
other cases, the amounts due the deceased person
are to be paid, as under prior law.

Adds a provision to permit a court which renders a
decision favorable to a claimant for social security bene-
fits to set a reasonable fee for the attorney who repre-
sented the claimant before the court. The fee cannot
exceed 25 percent of the past-due benefits which result
from the court's decision. The Secretary may certify
for payment to the attorney, out of the total of the past-
due benefits, the amount of the fee set by the court.
Any attorney charging or receiving more than the fee
set by the court is subject to a fine of up to $500, im-
prisonment up to one year, or both.

9



MEDICAL EXPENSE DEDUCTION FOR LNTVOME TAX PURPOSES

Item I Prior law Law as amended by Public Law 89-97

I. Charter of deduction:
A. General ......

B. Taxpayers age 65 or over .....

IL 3-percent and 1-percent limits ........

M. Medical care insurance premiums:
A. Deduction ----------------

B. Definition ----------------

IV. Overall limit in case of disabled tax-
payers-

Medical expenses are deductible from adjusted gross
income and thus are allowable only if the taxpayer
itemizes his deductions.

Different, more generous rules apply if the taxpayer
or his spouse is age 65 or over.

For a taxpayer under age 65 medical expenses are
deductible only to the extent they exceed 3 percent of
his adjusted gross income. Expenses for medicines and
drugs are included in medical expenses (subject to the
3-percent limit) but only to the extent that these ex-
penses exceed 1 percent of the taxpayer's adjusted
gross income. Neither of these limits apply, however,
if the taxpayer or his spouse is age 65 or over, nor do
they apply with respect to a dependent parent (of the
taxpayer or his spouse) who is 65 or over. Their medi-
cal expenses and the cost of drugs and medicines for
them are immediately deductible.

Premiums for "accident or health insurance" treated
as a medical expense subject to the 3-percent limit
(described in II above) in the case of taxpayers under
age 65, or deductible immediately if taxpayer or his
spouse (or a dependent parent) is 65 or over.

The term "medical care" is defined to include
amounts paid for "accident or health insurance."
Although the Internal Revenue Service position is that
premiums are treated as medical expenses only to the
extent they relate to medical benefits, some courts have
interpreted "accident or health insurance" more broad-
ly to include in the premium amounts paid to provide
indemnity for loss of life, limb, sight, or time.

Deductions for medical expenses may not exceed
$10,000 if the taxpayer is single or if he files a separate
return. On a joint return (or return of a head of house-
hold or surviving spouse) the deduction may not exceed
$20,000. But if the taxpayer or his spouse is both (a)
age 65 or over, and (b) disabled, these limits are doubled
to $20,000 if one spouse qualifies and $40,000 if both
qualify.

No change.

All distinctions based on age of the taxpayer or his
spouse are eliminated.

Limits the deduction for medical expenses for taxpay-
ers (or dependent parents) who are age 65 or over to
amounts in excess of 3 percent of adjusted gross income
and limits the amount of medicine and drug expenses
which may be included in medical expenses (subject to
the 3-percent limit) to costs in excess of 1 percent of
adjusted gross income. (Conforms the treatment of
those age 65 or over with the rules presently applicable
to taxpayers and dependents under age 65.)

Regardless of age of taxpayer, premiums for "insur-
ance which constitutes medical care" are deductible as
follows:

(1) One-half of such premiums, but not more than
$150 per year is deductible immediately, and

(2) The remaining one-half is included in medical
care expenses subject to the 3-percent floor.
The definition of "medical care" is narrowed to pre-

vent the deduction of premiums for insurance not
related to medical benefits. If the policy provides both
medical and nonmedical benefits only the portion of the
premium separately stated to be for medical benefits is
allowable, and then only if the amount is reasonable.
The $3 per month premium for Supplementary

Health Insurance Benefits for the Aged under part B
of new title XVIII is allowable as a medical care expense.

Makes clear that premiums for prepaid medical
benefits to become effective at age 65 (payable on a
level premium basis) are treated as medical care ex-
penses if the period of prepayment covers at least
10 years (5 years if the taxpayer becomes age 65 during
the period of prepayment).

All maximum limitations are repealed.

I(



MEDICAL EXPENSE DEDUCTION FOR INCOME TAX PURPOSES-Continued

Item Prior Law Law as amended by Public Law 89-97

V. Revenue impact ----------------------- ------------------------------------- Applying the 8-percent and 1- ornt limits to those
age 65 or over increases revenues by about $170 million.On the other hand, the broader deduction for medicalinsurancpremium reduces revenues b7 about $73million. The net effect of the changes is to increase
revenues by about $97 million.VI; Effective te-------------------- ------------------------------------------- Taxable years beginning after December 31, 1968.
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